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1 INTRODUCTION

1.1 Background for the study

The title of this study is “Unique Paths. The International Growth Process of
Selected Finnish SMEs.” To understand this title one needs to divide it into
smaller pieces and to define what the pieces contain and how they are
connected. Let us start from the end and begin with the Finnish small and
medium-sized enterprises (SMEs).

The study at hand has been conducted among Finnish SMEs, as they
provide a good basis for observing such phenomena as growth and
internationalisation. Firstly, Finland is a small and open economy (SMOPEC)
(Bjorkman & Forsgren, 1997; Gabrielsson & Kirpalani, 2004; Luostarinen &
Gabrielsson, 2004; McGaughey, 2007), which can be seen to both enable and
hinder SME international growth. The openness of the economy introduces
new foreign rivals that can easily enter the Finnish market e.g. from the
European Union (EU) area (e.g. Young, 1990; Johanson & Vahlne, 1990;
Gankema, Snuif & van Dijken, 1997), but it also creates, for Finnish SMEs,
the possibility, and also the necessity, to enter international markets (Autio,
Sapienza & Arenius, 2005). The smallness of the economy also toughens the
competition and crowds the domestic market with Finnish and foreign
competitors, but it also encourages and mandates SMEs to seek growth from
abroad. Geographic expansion, i.e. the crossing of national borders, is one of
the most important growth paths for SMEs, whose business scope has been
geographically confined (Barringer & Greening 1998). By broadening their
customer base through entry into new markets, companies are able to achieve
a larger volume of production and grow (Lu & Beamish 2001). However,
SMEs can also adopt a geographic expansion strategy to pursue new
opportunities and to leverage core competences across a broader range of
markets (Zahra, Ireland & Hitt, 2000) when opportunities in the home market
are depleted.

SMEs also form a suitable research base from the perspective that they are
increasingly internationalising their operations (e.g. Knight, 2000), often seek
growth as their main entrepreneurial goal (e.g. Mintzberg, 1973), and are open
to change (e.g. Slevin & Covin, 1997). However, SMEs also form a
heterogeneous group in the sense that some are more successful in
accomplishing their internationalisation goals than others (e.g. Reuber &
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Fischer, 1997), and some SMEs prefer staying small and domestic rather than
growing internationally (Johannisson, 1990; Davidsson & Wiklund, 2000;
Bjerke & Hultman, 2002; Komppula, Lautanen & Lopponen, 2004). Similarly,
SMEs are also unique in the way they internationalise and expand their
operations (e.g. Hedlund & Kverneland, 1984; Bonaccorsi & Dalli, 1990;
Melin, 1992; Rao & Naidu, 1992; Gankema et al., 1997; Gankema, Snuif &
Zwart, 2000). Nevertheless, SMEs are considered central to the economy,
since they amount to 99.8 percent of all companies registered in the company
register of Statistics Finland, 62% of the employees employed by all Finnish
companies, and 51% of the annual revenue of all Finnish companies (The
Confederation of Finnish Industries EK, 2008). The role of SMEs in national
economies as an employer and innovator, as well as in international and global
markets as a recognisable and influential actor is indisputable (e.g. Goss,
1991; Atkinson & Storey, 1994; Storey, 1994; Reuber & Fischer, 1997;
Ripsas, 1998). This research area has also attracted increased interest in the
field of entrepreneurship, where entrepreneurially behaving SMEs are seen as
central societal actors (e.g. Davidsson & Wiklund, 2001). In international and
global markets, small and medium-sized enterprises have emerged as
noteworthy adversaries to multinational conglomerates (Goss, 1991; Atkinson
& Storey, 1994; Storey, 1994; Knight, 2000). In fact, according to Leeflang
and Pahud de Mortanges (1993), European companies ought to concentrate on
expanding into international markets, which would place more of an emphasis
on the topicality of the research object.

International growth has been described in the literature as the expansion of
companies across their national boundaries (e.g. Penrose, 1959). Although this
description does combine the organisational growth process with an
international dimension, it fails to explain what international growth as a
phenomenon actually is. In this study international growth is understood to
consist of two intertwined processes — organisational growth and
internationalisation — but it is remains unclear as to how growth and
internationalisation are connected and how the interaction between the two
processes take place. Many studies consider internationalisation and growth to
be processes (e.g. Oviatt & McDougall, 1997; Forsgren, 2002), and stressed
the importance of combining them (e.g. Andersson, 2000; Kuemmerle, 2005)
in order to gain better understanding and insight into them. So far knowledge
has been accumulated by studying growth and internationalisation separately,
but the number of studies addressing international growth as a single
phenomenon by including two dimensions is scarce. However, many
definitions of internationalisation include some implicit reference to growth,
such as foreign expansion, but no real conceptualisation of international
growth currently exists. To sum up, the sections of this topic are well-known,
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but have not been looked at as a whole. This makes the study both interesting
and challenging.

The process of international growth is often affected by SME characteristics
and internal factors, such as resources (e.g. Johanson & Wiedersheim-Paul,
1975; Komulainen, Mainela & Tihtinen, 2006) and the entrepreneurial
orientation of a company (e.g. Andersson, 2000; Knight, 2000; Etemad, 2004),
and the situational factors and circumstances in an external business
environment (e.g. Johanson & Vahlne, 1990). As a result, the international
growth processes of SMEs become unique. This study presents case studies of
five SMEs and their unique international growth paths, accompanied with
descriptions and explanations of the individual processes, and through these
cases addresses the questions of what international growth could be and what
issues and factors are connected to it, how the paths occur, and why SMEs
engage in the process.

1.2 The reasons for and the challenge of studying international growth

The argumentation for conducting a study focusing on the process of
international growth within the context of Finnish SMEs originates from
several sources. Firstly, the field of international business is constantly
developing and in need of development. From this perspective, new research
streams and topics are introduced, as are new research findings and
knowledge, which is accumulated for strengthening and updating the field
(e.g. Buckley, 1991; Buckley, 2002; Buckley & Ghauri, 2004; Peng, 2004;
Buckley & Lessard, 2005; Oesterle & Laudien, 2007). Several studies, also
outside the field of international business, have concentrated on providing
something unique to add to the existing body of knowledge and have pursued
their own eligible objectives, notwithstanding the needs of fields of research
and individual lines of research aimed at creating a solid theoretical basis and
new knowledge (see e.g. Arbnor & Bjerke, 1997). For theories to develop and
fields of research to mature and to gain a stable foothold, comparative and
connective research is valuable (e.g. Buckley & Chapman, 1996). According
to Griffith, Cavusgil and Xu (2008), Buckley and Lessard (2005), Andersen
(1993), and Ford and Leonidou (1991), there is a need in the discipline of
international business to create new studies, and also new theories. These
theories should be multidisciplinary and unify several theories.

Studying international growth also allows (and requires) the combination of
prior research on entrepreneurship and international business — something
which has often been called for (e.g. Oviatt & McDougall, 2005), but not often
accomplished. Knight (2000) and Jones and Coviello (2005), among others,
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have presented an attempt to integrate theories and thereby explain the
internationalisation process of firms with the aid of the examination of their
entrepreneurial behaviour. Particularly in sciences, such as in business studies
and behavioural sciences, where the origins of the fields belong in other
sciences, such as in economics and sociology, multidisciplinary studies work
as engines of scientific knowledge development by combining different
studies and findings (e.g. Nelson & Winter, 1982). In this study a
multidisciplinary approach is taken in an attempt to gain overarching and
comparable results, and enable the description and explanation of a complex
phenomenon. Here entrepreneurial behaviour and orientation are expected to
provide some explanation for the materialisation of international growth and
the shape of the path.

Secondly, SMEs have become central actors in international markets, and
the focus of many studies (e.g. Miesenbock, 1988; Ripsas, 1998; Knight,
2000; Ruzzier, Hisrich & Antoncic, 2006). However, despite extensive
research on SMEs, new findings seem to emerge endlessly due to the
uniqueness of the companies (e.g. Hedlund & Kverneland, 1984; Bonaccorsi
& Dalli, 1990; Melin, 1992; Rao & Naidu, 1992; Gankema et al., 1997;
Gankema et al., 2000). The main explanation behind this is that every SME,
research context and studied process has different, unique characteristics,
which makes them all different. This of course broadens the research base, but
it also creates room for new studies combining existing findings and
approaches, and provides fresh insights (e.g. Nelson & Winter, 1982).
Researchers have also been debating internationalisation and growth for
decades and yet the results predominantly only indicate that some definitions
and measurements are merely better in some contexts than others (e.g.
Davidsson & Wiklund, 2000). Furthermore, no common understanding exists
on what the phenomenon is that is being investigated.

Thirdly, building on existing studies and taking advantage of knowledge
already gained is crucial in this respect, and here the importance of
methodological cohesion comes into play. The topic of international growth is
complex and sets challenges and requirements regarding the use of research
methods, but also contains the opportunity to create something new (Brewer &
Hunter, 2006; Buchanan & Bryman, 2007). Griffith et al. (2008, 1228), in
their Delphi study, present results which show that methods have increased in
their importance within the international business field, while Jones and
Khanna (2006, 465) have called for further, methodologically rigorous
approaches to be applied in the IB field. Therefore, in addition to providing
theoretically new insights regarding international growth, this study also offers
methodological tools for studying and defining international growth in the
SME context.
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In sum, there are several issues that make the phenomenon of international
growth an interesting one, and at the same time, a challenging one to study.
First, the focus of this study creates several challenges. In addition to the
common problems of process studies, such as the definition of a time frame
and the ability to conduct real-time observation and follow-up, studying
international growth processes actually requires studying several processes. Of
these, organisational growth and internationalisation are the central ones in
this study, but as mentioned earlier, existing literature does not provide much
information about their relationship. Additionally, the typical linear and
straight-forward approach used in studying e.g. the internationalisation process
(see e.g. Leonidou & Katsikeas 1996), does not seem suitable for such a
complex setting.

One linkage between the processes can be observed if international growth
is studied from the viewpoint of strategy. In principle, either of the processes
may have a primary role and be the one against which targets are set in a
company strategy. For example, a software company with a limited window of
opportunity may sacrifice (profitable) growth for the sake of rapidly entering
significant international markets. Thus, internationalisation has been the
primary process which is aligned with strategy. On the other hand, it is
possible that for a growth-oriented company, internationalisation has been a
by-product of organizational growth — thus internationalisation is a means to
an end, and occupies a secondary role. Nevertheless, the separation of
different roles, primary or secondary, does not indicate that either of the
processes would be indifferent, on the contrary, but especially with
longitudinal research one has to keep in mind that the roles may vary. For
example, increasing organisational growth can increase and drive
internationalisation; or vice versa. Especially when studying SMEs, it also has
to be kept in mind that not all international growth is the outcome of careful
strategic planning, it might be more or less emergent and thus the relationship
between internationalisation and organisational growth may be quite blurred
and difficult to observe.

Second, and also in terms of research design, studying international growth
poses challenges. The processual nature of the phenomenon requires either
retrospective or longitudinal research design (cf. Miettila & Toérnroos, 1993).
A retrospective approach here means that the study identifies companies that
have grown internationally in the past and their past development is the focus
of the study. On the other hand, in a longitudinal study the international
growth of selected organizations is followed in real-time. Both approaches are
valid, and can provide interesting knowledge of the phenomenon. However,
with both approaches the changes, differences, and anomalies in international
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growth are probably the source of novel knowledge rather than reoccurring
similarities.

Third, international growth as a concept seems to be value-laden and
implicitly includes a positive undertone. Therefore, the values and pre-
assumptions of this study and the author need to be made explicit already at
this stage. Although the focus of this research is the international growth
process of industrial SMEs, the study does not aim to indicate that seeking
international growth is, and ought to be, the first and foremost goal of any
company. Similarly, the fact that not all SMEs wish to grow internationally,
should not be interpreted as the strategy of a less ambitious, less profitable, or
a less successful company. Companies can operate in several different ways,
and studying international growth merely focuses on one of them.
Consequently, no stand is taken as to whether international growth is a
favourable or an unfavourable quality in a company. These value-laden
conclusions are left to the reader.

1.3 Positioning the study in the existing literature

The theoretical framework is constituted from several different theories, both
within the field of international business and from across disciplines. The aim
in the theoretical framework is to unify different theories in order to better
illustrate and understand the process of international growth in SMEs. The
positioning of the study in the theory field is presented in figure 1.

"\ GROWTH
INTERNATIONALISATION |  1G

FOCcUSs | GrowTH
ENTREPRENEURSHIP

IE j
k ENTREPRENEURSHIP
Figure 1 The positioning of the study

Looking at the fields represented in the positioning, the existing body of
studies is vast in internationalisation, growth, and entrepreneurship, and new
research streams are constantly being looked for. From the theoretical
perspective, according to, among others, Griffith et al. (2008), Buckley and
Lessard (2005), Andersen (1993), and Ford and Leonidou (1991), there is a
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need in the discipline of international business to create new studies, and
hence new theories. Research in the field of international business has
matured, and new avenues for further research have been demanded (see e.g.
Sullivan, 1998). Despite the vast amount of research that has accumulated
over the years, a rallying point for all the research has been absent, and the
core of what international business really is and contains has not been clearly
defined (Sullivan, 1998, 879). Similarly, in the entrepreneurship field, Ripsas
(1998) states that, after two decades of intensive debate, discussion, and
research, the field of entrepreneurship still lacks a proper theory, and further
research, building on earlier studies, is encouraged. The field of international
entrepreneurship, in turn, is also accumulating a body of knowledge and fast
establishing itself (Zahra & George, 2002, 255-256). Then again, the body of
studies concentrating on growth entrepreneurship is extensive (see e.g.
Davidsson, Delmar & Wiklund, 2002, 330-337; 2005; Moreno & Casillas,
2008), and most of them focus on entrepreneurial business growth by using
stages of growth models (Levie & Lichtenstein, 2008) and/or focus on
economic growth and the entrepreneurial behaviour of nations (Audretsch &
Thurik, 2001). Research on international growth is, however, very limited, and
this is where this research comes into play. Nevertheless, there are a few
studies that combine internationalisation, growth, and entrepreneurship (cf.
Gankema et al, 1997; Gankema et al., 2000; Knight, 2000; Wiklund, Patzelt &
Shepherd, 2009), but the combination of the particular theories presented in
this research have not been combined in this manner previously.

In the following three sub-chapters the content, context, and process of the
study are delineated in light of prior research. This approach follows the
suggestions made by Pettigrew (1992) that guides consistent empirical inquiry
and the analysis of organisational processes.

First the content, the existing internationalisation, growth, international
growth, and entrepreneurship research are discussed to reveal the research gap.
After that, the context of the study, the SMEs and the external business
environment is outlined, and finally, the process is approached by discussing
the process nature of the content and the context, and by illustrating the
existence of a research gap.

1.3.1 The theory-based content

As mentioned earlier, the international growth of companies has been studied
either from the viewpoint of internationalisation or growth, and the theories
have been applied accordingly. Generally, the literature on internationalisation
has not paid much attention to growth and themes related to growth. As a
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result, in most studies on internationalisation, the concept of growth is mainly
implicit, as if built into the phenomenon (Jones 1999), and no specific theory,
model, or approach to international growth has yet been developed. On the
other hand, studies describing organisational growth (e.g. Scott & Bruce,
1987; Greiner, 1998) do not include an international dimension. In addition to
this, the explanatory power of the two aforementioned existing theories to
explain and depict international growth has not yet been proven (Buckley &
Chapman, 1997; Lu & Beamish, 2001; Larsson, Brousseau, Driver, Holmqvist
& Tarnovskaya, 2003; Kummerle, 2005; Meyer & Gelbuda, 2006).
Furthermore, the theories have been developed, to a large extent, in the
context of MNCs and MNEs (e.g. Bonaccorsi & Dalli, 1990; Ruzzier et al.,
2006), or during a time well before the Internet, globalisation, and currently
valid trade unions and work agreements to name but a few (e.g. Young, 1990;
Buckley, 1991; Johanson & Vahlne, 1990; Gankema et al., 1997; Ruzzier et
al., 2006, 477), which makes their direct applicability in the current SME
context, the context of this study, debatable to say the least.

In the existing literature on the internationalisation of SMEs two distinct
research streams have emerged. One stream focuses on international new
ventures (INVs) and born-globals, i.e. start-ups that are international right
from the inception (e.g. Chetty & Campbell-Hunt, 2004; Gabrielsson &
Kirpalani, 2004; Knight & Cavusgil, 2004). In this stream, researchers have
looked at both the antecedents and outcomes of internationalisation (e.g. Zahra
et al., 2000). The other stream looks at the internationalisation of established,
yet small companies. The majority of the latter stream of studies have focused
on various aspects of SME export activities in terms of the antecedents and the
processes (behaviours and strategies) of their exporting and export
performance (for reviews, see Dichtl, Leibold, Kéglmayr & Miiller, 1984;
Miesenbock, 1988; Shoham, 1998). The latter stream also includes numerous
studies in which the export development process has been studied (e.g.
Hedlund & Kverneland, 1984; Reid, 1987; Bonaccorsi & Dalli, 1990; Melin,
1992; Gankema et al., 1997; Gankema et al., 2000).

Existing research indicates that the process of internationalisation among
SMEs varies considerably. Some SMEs proceed directly from the primary
stages to the final ones, such as born-globals (e.g. Madsen & Servais, 1997,
Gabrielsson & Kirpalani, 2004; Chetty & Campbell-Hunt, 2004; Hashai &
Almor, 2004). Some SMEs stop their export development early on in the
direct exporting or export agent stages, before further resource commitment or
increased risk-taking (Root, 1994; Zahra, Neubaum & Huse, 1997; Sullivan &
Bauerscmidt, 1990; Fina & Rugman, 1996). This type of stagnation has been
found in earlier research to be relatively common. It has also been found that
reversing the sequence of the stages is the exception and, similarly, hardly any
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decline in the stages gone through has been found (Bonaccorsi & Dalli, 1990;
Gankema et al., 1997). According to Rao and Naidu (1992), SMEs have
unique internationalisation profiles; although they apply the same stages in
their internationalisation process. Welch and Luostarinen (1988) found that in
spite of the fact that companies do not follow the stages configuration
precisely, the stages theory is, nevertheless, consistent. This view is supported
by Gankema et al. (1997, 192-193) and Gankema et al. (2000), who state that
the stages theory is valid for SMEs, when it is not applied in a too restricted
form. In other words, prior research implies that an internationalisation
process is probably quite context-dependent and thus unique for each SME.

Thus, existing literature does not provide a theory or a model which would
describe the process of international growth. And yet, Kuemmerle (2005)
presents very good reasoning for why internationalisation and growth ought to
be combined to better describe and map out the international growth process
of entrepreneurial SMEs. According to him, firms need to acknowledge the
requirements the business environment and the internal firm strategy,
structure, and resources demand of a company already at the beginning of its
existence (cf. Johanson & Wiedersheim-Paul, 1975). The ongoing inter-
relationship between a company and its environment is recognised and
stressed as an essential part of the international growth process of the company
by several authors (e.g. Penrose, 1959; 1995, 41-42; Tiessen & Merrilees,
1999, 133, 143; Casson, 2000; Cantwell, 2000/2001, 15; Fletcher, 2001, 44,
Fernhaber & McDougall, 2005, 112, 116; Jones & Coviello, 2005, 289; Meyer
& Gelbuda, 2006). This goes to show that the two processes, which together
establish the concept of international growth, are intertwined and
interconnected at many levels and therefore justifies the explorative approach.

To be able to give more than merely a description of the international
growth process of entrepreneurial SMEs an exploratory and interpretive stand
point is taken by adding, to the theories of internationalisation and growth, the
concept of entrepreneurial orientation. Currently, there are only a handful of
studies that combine internationalisation, growth, and entrepreneurship (see
e.g. Gankema et al, 1997; Gankema et al., 2000; Knight, 2000).

In this study the approach suggested by Zucchella, Palamara and Denicolai
(2007) and also used by Wiklund et al. (2009) is applied, in which the driver
of the international growth process is seen as being the entrepreneurial
orientation of a company. As it is considered to be the internal driver, it is also
seen to be the explanatory factor behind the international growth process.
Zucchella et al. (2007) also include the general context in their research,
which, in the study by Wiklund et al. (2009), includes environmental
characteristics, company resources, and management’s attitudes.
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1.3.2 The theory-based context

The context of this study can be formulated on two levels based on existing
literature. Firstly, there is the micro-level, the SME context with the internal
features and factors affecting the international growth process. Secondly there
is the macro-level, the international, external business environment, which
also has an influence on the company and the process. This approach follows
the recommendation by Davidsson and Wiklund (2001) that phenomena, such
as entrepreneurship, that takes place and affects different societal levels at the
same time ought to be studied at multiple, complementary levels. It also
follows the Nordic internationalisation research tradition (see e.g. Bjorkman &
Forsgren, 1997, 18) by acknowledging the firm-level approach. Further
investigation is urged in existing research, aside from the focus on companies,
in order to explore how the external environment and market conditions affect
companies (e.g. Gankema et al., 2000, 25; Buckley & Lessard, 2005, 595).
According to Pettigrew (1992, 340)

“Explanations of the changing relative performance of firms should be
liked to higher levels of analysis (sector changes and alterations in national
and international political and economic context) and lower levels of analysis
(the drivers and inhibitors of change characteristic of different firms’ culture,
history and political structures).”

To be more precise, the micro-level context analysed in this study is the
international growth of selected case firms. The case firms are Finnish SMEs'
which grew internationally during the period from 1997 to 2006. This context
was selected, as SMEs are generally considered to be more prone to seeking
growth and internationalisation if they develop in a small and open economy
(e.g. Bjorkman & Forsgren, 1997; Gabrielsson & Kirpalani, 2004; Luostarinen
& Gabrielsson, 2004; McGaughey, 2007), such as Finland. In fact,
internationalisation is not so much a choice as it is a necessity for these
companies (Autio et al., 2005). However, here the focus has not been on the
speed of the process or the age of the firm, but rather on the development and
background factors of the international growth process.

The firms selected for the study represent ‘traditional’ industries, as they
are often older and more established, and show clear signs of incremental
development due to the more established and less dynamic characteristics of
their branch, and because they have, in earlier studies, demonstrated organic
type, or entrepreneurial growth in a different manner to that seen, for example,

: All the case companies meet the EU definition of SME (Commissions recommendation

2003/361/EC 2005), i.e. having less than 250 employees. The definition used in selection of the
companies was determined by the available data set for the pilot study, and therefore some limitations
due to the broadness of definition had to be accepted.
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in information technology (IT) or biotech SMEs (cf. Penrose, 1959; Storey,
1994; Wheeler, Jones & Young, 1996; Agndal, 2006; Pasanen, 2007) that
have mostly been either born-globals (Gabrielsson & Kirpalani, 2004; Hashai
& Almor, 2004) or rapidly internationalising firms (Oviatt & McDougall,
2005).? These SMEs are usually characterised by a scarce resource base (e.g.
Ahokangas, 1998; Honig, 2001; Keizer, Dijkstra & Halman, 2002; Majocchi
& Zucchella, 2003; Komulainen et al., 2006). According to Bridgewater,
Sullivan-Taylor, Johnston, Mattsson & Millett (2004, 221) this scarcity
supports the usability of incremental internationalisation models, such as the
stages models, for SMEs. And, according to Kirzner (1973), resource scarcity
is also a feature of opportunity-seeking entrepreneurial behaviour, which in
turn supports the viewpoint of the entrepreneurial orientation presented in this
framework. Additionally, these firms can be seen as a suitable focus due to
their relatively small size, less-hierarchical organisational structure (Forsgren,
2002, 273), and hence better adaptability to the changes of the external
environment (cf. Fernhaber & McDougall, 2005; Jones & Coviello, 2005).
This suitability also holds true as they also theoretically possess the capability
and requirement of being able to proceed from the first stages of the model to
the last ones, i.e. they can cover the stages of the theory in their entirety and/or
adequately, in the time-span of the process.

Although the selected firms share very many characteristics of SMEs in
general, when compared to the majority of SMEs they are rather large and
established companies. This is also typical for the traditional industries, which
were the focus of this study. Therefore they already had a business culture and
a quite stable organisational structure, which makes the analysis of
entrepreneurial behaviour and culture on firm-level (instead of individual-
level) justifiable.

The macro-level context analysed in this study is the external business
environment that influences a company and its international growth. In
management and strategy literature, Mintzberg and Waters (1982) have stated
that when strategising, companies need to take into account both their external
business environment and the internal firm characteristics. International
growth places exceptional challenges on enterprises, which differ from those
related to growth in the home market (see e.g. Hitt, Hoskisson, & Ireland,
1994; Zahra & Garvis, 2000; Reuber & Fischer, 2002; Heinonen, Nummela &
Pukkinen, 2006). From the entrepreneurship perspective, rapidly changing and
turbulent markets both foster entrepreneurial behaviour and make it a

2 According to the study by Gankema et al. (2000, 20), no significant differences were detectable

among countries or industries with regard to stages theories. As such, the Finnish context of this
research ought not to create a problem or a significant limitation for the usability of the research
results.
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necessity for survival in companies (e.g. Schumpeter, 1934; Kirzner, 1973;
Kuratko, Ireland & Hornsby, 2001; Lumpkin & Dess, 2001).

Slevin and Covin (1997, 57) list several forces and actors contributing to
the complexity of and changes in the external business environment. The
forces include non-industry specific, technological, political, legal, and socio-
cultural forces. The actors, in turn, include e.g. competitors, customers,
suppliers, creditors, labour unions, and distributors. Particularly from the
organisational viewpoint, the external business environment factors play a
significant role in either supporting or inhibiting the entrepreneurial goals of
an organisation (e.g. Bamber, Owens, Davies & Suleman, 2002). Lumpkin and
Dess (2001) note that SMEs can create niches, in which proactive novelty and
originality can attenuate the risks and costs associated with uncertain and
changing environments. In the external environment the customers, suppliers,
and distributors, to name but a few, can also be innovators and sources of new
ideas (Calantone, Cavusgil & Zhao, 2002). In addition to these sources,
companies can also acquire innovative ideas from outside sources, and SMEs
in particular are active in searching out collaborative innovation efforts
together with universities and public support agencies (Branzei & Vertinsky,
2006). However, there is variance between SMEs and industries in their ability
and agility when they search for market information systematically (Leonidou
& Katsikeas, 1996; Gankema et al., 2000; Komulainen et al., 2006).

In the Finnish SME context, the development of the European Union (the
EU) in particular has had a significant role in accelerating the international
exposure of Finnish companies. Gankema et al. (1997, 185) have discussed the
effect of the EU and the developments in the industry as follows:

“Due to the establishment of this ‘Internal Market’ the national and
international environment of (small and medium sized) firms in Europe is
changing rapidly. It has consequences even for small firms whose sphere of
operating is strictly local, providing both opportunities and threats. ... In
addition to these specific European developments, international trends in
manufacturing industry such as globalisation, acceleration of technical
progress, shortening of product life-cycles, changing relations between main
and subcontractors and more international co-operation play a significant
role.”

From the viewpoint of international growth it is obvious that this
development is reflected in the internationalisation process of companies, in
the form of decreasing psychic distance’, other environmental changes, such
as more efficient information and transportation technologies, an increased
emphasis on R&D activities and globalisation (Johanson & Vahlne, 1990). On

3 For a provocative viewpoint, see Ellis (2008)
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the other hand, from the viewpoint of entrepreneurial behaviour, the
entrepreneurial vision of a company is influenced by both the opportunities
available in its environment and the competition in the market (Kuratko et al.,
2001). Kao (1989) and Bamber et al. (2002) discuss the concept of an
entrepreneurial environment (EE), which describes a situation, where a
company’s environment supports entrepreneurship. However, Covin and
Slevin (1989) have shown how hostile and benign environments are
particularly challenging for small firm strategic management. Lumpkin and
Dess (2001) have also discussed the munificence® and hostility of business
environments. The effect of the industry and the sector, and the changes within
them, on the internationalisation and growth processes of companies has also
been widely studied (e.g. Covin & Slevin, 1990; McDougall, Covin, Robinson
& Herron, 1994; Wheeler et al., 1996; Boter & Holmquist, 1997; Reichstein &
Dahl, 2004; Tong, Alessandri, Reuer & Chintakananda, 2008). In addition to
looking at the external factors influencing a company, Mintzberg and Waters
(1982) have also looked at how a company can influence its environment.
Concluding, it can be seen that SMEs operate in a nexus, where both the
characteristics of the firm and the external environment influence the company
operations. The external circumstances are complex, dynamic, and constantly
rapidly changing, and they can both accelerate and hinder the attainment of
company goals e.g. in terms of resources and opportunities. In this respect, it
is crucial to look, not only the company features, but also the external
environment, to gain understanding about SME international growth.

1.3.3 The theory-based process

In this study, processes are acknowledged and applied in many different ways.
From the viewpoint of the theories and models they all include a process view
of seeing how international growth takes place over time. The process
perspective is also visible in the methodological approach, where the chosen
methods support rather than restrict the rich flow of the process.

In the international business field, the change, development, and
evolutionary processes of firms from various perspectives have been of
interest for several decades. In the 1950s the research concentrated on trade
and foreign direct investment activities, in the 1960s, when the international
business field was being created, the export development process and

4 Munificence, according to them, signals the dependence of a company on environmental

resources, whereas hostility indicates a scarcity of those environmental resources and the intensity of
competition for them.
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organisational life-cycle thinking together with strategic decision-making over
time were popular. In the 1970s the internationalisation process of a firm and a
multinational enterprise and cultural studies were focused on, in the 1980s
networking, management, and the behaviour of companies were the central
issues, in the 1990s studies concentrated e.g. on technology transfer, economic
development, and globalisation, and in the 21Ist century e.g. information
transfer and alliance building between companies and the virtual nature of
companies have been the main emphasis, although the quality and direction of
international business research has also been an internal issue (Buckley, 1991;
Wright & Ricks, 1994; Buckley & Chapman, 1996; Bjorkman & Forsgren,
2000; Buckley, 2002; Peng, 2004; Shenkar, 2004; Buckley & Lessard, 2005).
According to Jones and Khanna (2006; see also Boddewyn & lyer, 1999, 170),
the history of a company has a crucial influence on its competences and
performance, which invites the acknowledgement of company history on path
dependence in such a research. Glaum and Oesterle (2007, 315) state that

“...the field of International Business...would greatly benefit from more in-
depth field research, that is, “clinical” case studies...ldeally, such research
should be longitudinal in nature...”

and they encourage international business researchers to employ more
longitudinal studies. Similar implications suggesting an increased use of
longitudinal data and approaches have also been presented e.g. by Buckley
and Chapman (1996) and Caves (1998).

In the study, both internationalisation and growth are seen as processes,
which unfold during a certain time, and which ought to be studied in
accordance with the particular features and needs of these phenomena, i.e. a
process that has many phases and steps should not be studied as a singular
event at a one point in time. Instead, a process should be studied as it is, as
several successive, but perhaps not sequential, events during an extended time
period. This calls for a broader approach; hence a process is seen as a complex
issue in itself, it needs to be examined thoroughly and from several points of
view and at several points in time.” This is the approach adopted in this study,
as a response to the research gap identified.

5 For a further discussion, see e.g. Paavilainen & Raukko (2008) Longitudinal Research Methods

Approaches in International Business - A Typology.
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1.4 The research questions and the structure of the study

The aim of the thesis is, first of all, to obtain an understanding of SME
international growth and to find a suitable and usable, broad approach to study
the process. The research questions of this study are twofold:

e How does the international growth process of SMEs occur?

o What is the role of an SME’s entrepreneurial orientation in the

process of international growth?

The first research question concentrates on describing the international
growth process and the second question concentrates on explaining it’. In
addition to the specific research questions, the study also attempts to provide
tools on how to study the complex phenomenon in its empirical setting.

The timeframe of this research stretches from 1997 to 2006. The reasoning
behind the selection of this time frame was that by 1997 many contextual
issues that influence SME internationalisation, particularly in Finland, had
either started to take effect, or had ceased to affect SMEs. The economic
depression that had burdened the Finnish economy in the late 1980s and early
1990s, and driven many SMEs to bankruptcy and dimmed the future prospects
of many others, had started to lose its sharpest edge. On the other hand, at the
same time, the development of information technology (IT) and the global
information and transportation networks had started to fall within the reach of
the smaller players in the field, and the European Union, of which Finland had
become a member in 1995, had opened up competition and eased access to
larger, international markets (see e.g. Gankema et al., 1997). From this
perspective, it seems reasonable to study SME international growth during this
time period.

Additionally, from a more practical perspective, this timeframe was
selected due to information availability. Because companies are obliged to
provide the government with economic information about their performance
on a yearly basis it was possible to obtain such data from the case companies.
From the viewpoint of the interview data, an interviewee’s memory bias is
always a threat in retrospective studies. However, discussing international
growth on the company level over a recent ten-year period with the aid of
supporting numerical data can be considered to be a relatively trustworthy
process.

The thesis is presented in the form of a monograph (for the research
process, see also chapter 3). This is articulated by the drafting of a tentative

®  The research questions resemble the ones identified in the international business field by Griffith

et al. (2008, 1226): “How can we best describe firms’ international evolution?”” and “What contextual
factors moderate the internationalization process?”
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theoretical framework and methodological research design, and secondly, by
collecting empirical research dataset from several sources and over a longer
time period. Simultaneously the usability of the developed methodological
approach is empirically assessed. Only after this is done is the data analysed
and the empirical results gained, which then leads to definition and theory
development. The research process, by and large, therefore represents an
inductive-deductive iterative approach. However, the iterative nature of the
research process is inescapable due to its exploratory, explanatory, and theory-
development aims. This issue is addressed in the study by the in vivo approach
(Andersen & Kragh, 2007; 2008). Figure 2 illustrates the structure of the
research process in more detail.
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Figure 2

The structure of the research process

The study began with an introduction to the research undertaking. Chapter
two clarifies the central definitions and concepts of the study and provides a
working definition, as well as builds a tentative theoretical framework.
Chapter three discusses the philosophical underpinnings and the empirical
research process in relation to the reliability of the research. The findings of
the study are presented in detail in chapter four. Chapter five is devoted to the
discussion and chapter six then moves onto conclusions and implications.
Finally, chapter seven ends with a summary of the study.
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1.5 Expected contribution of the study

In 2006 the researcher gained access to a readily available dataset; a survey
conducted by the Small Business Institute of Turku School of Economics
(now the TSE Entre) in 2003 (Heinonen, 2005)". The survey questions
concentrated mainly on company growth. The targeted participants of the
survey were Finnish SMEs operating in different business branches. The
targeted firms needed to comply with the European Commission
recommendation for SMEs that they were to employ a maximum of 250
employees (Commission recommendation, 2003). A replication of the 2003
survey was made in spring 2007 and the researcher participated in planning
and conducting the survey during this round. A retrospective pre-study was
begun in autumn 2006, in which secondary background information about the
2003 survey participants was collected. The case selection was made based on
the results of the follow-up survey in spring 2007 and the collected secondary
data. As the aim was to describe and depict the international growth paths of
SMEs, the eligible companies needed to demonstrate some realised
international growth during the surveyed period and be willing to participate
in the narrative interviews®.

The number of cases as well as the focus sets limits on the profundity of the
case descriptions. In the study, there are five cases, and the case descriptions
mainly concentrate on describing and explaining the international growth
process and the activities taking place during the process. In spring 2008 the
five case SMEs were researched qualitatively using the approach developed.
The interviewees were the entrepreneurs, owners and/or managers of the
companies, who had in depth experience and/or knowledge about the
international operations of the SME, and preferably those who had also
answered the two surveys. From the collected secondary data, including e.g.
the financial statements of the firms for the years 1997 to 2006, the case
descriptions were drawn and international growth paths were modelled for
each SME. In the modelling the research and examples by e.g. Mintzberg and
Waters (1982) and Jones (1999) were used. The suitability of the theoretical
framework and the research design were, in turn, evaluated by comparing
them with the empirical findings. In the international growth path modelling
the researcher attempted to use the life-cycle model as an exemplary,
instrumental outline. Figure 3 provides a preliminary illustration of
international growth process paths. The grey area in the figure illustrates the

7 The survey forms are not attached to this study, but the 2003 survey is presented in the

appendices in the book edited by Heinonen (2005).
8 The survey, the case selection, the developed approach, and the international growth path
modelling and narrative case descriptions are described in more detail in later sections.
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outline the life-cycle model provides, whereas the different curves within the
grey area represent the exemplary international growth paths of the case firms.
To explain the shapes of the curves, the case descriptions that concentrate on
the development and the activities that take place in the companies during the
international growth processes are modelled.

Internationalisation
stages

An international
growth (IG) path
of an SME

Growth stages

1997 2006

Figure 3 Examples of international growth processes in SMEs

This study attempts to address the following issues in order to be able to
provide a theoretical contribution. First of all, it aims to discover, whether
there are some distinct features in growth and internationalisation research that
could have an effect on the usability of different research methods and
approaches. Secondly, clarification is needed as to whether international
growth is the sum of internationalisation and growth theories, synonymous to
the internationalisation process as such, or something completely independent
and separate from the existing models and theories. And thirdly, it aims to
answer the questions of what international growth is and which issues
contribute to or hinder it, and discover the role entrepreneurship plays within
it. Finding a solution to all these issues aims to fill the defined research gap.

Regarding the theoretical contribution of this thesis, an attempt is made to
provide the research community and academia with a theoretical approach, a
combination of internationalisation and growth models together with an
entrepreneurial orientation, and a definition of international growth. From the
methodological viewpoint, the contribution the thesis offers is an examination,
evaluation, and discussion of the qualities of a research design including
international growth path modelling and narrative case descriptions for
studying a process.
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Multiple research methods and techniques have been used to study and
analyse internationalisation and growth, each of them concentrating and
focusing on different aspects or issues that influence the internationalisation
and growth of companies (cf. Marschan-Piekkari & Welch, 2004; Ruzzier et
al., 2006, 476). Studying international growth makes contradictory
requirements of the research methods: firstly, the research method(s) used
should take into consideration the complex nature and needs of the process
phenomenon itself (e.g. Huber & Van de Ven, 1995), but, on the other hand,
comparability between different studies should be maintained (e.g. Buckley &
Chapman, 1996). Among others, studies focusing on SMEs are very time and
context bound, which leads to a pool of very heterogeneous research. As a
result, a comparison of the results has been difficult (Komppula et al., 2004;
Leonidou & Katsikeas, 1996). This twofold challenge needs to be tackled in
order to ascertain that a simultaneously profound and deep understanding of
the international growth process is obtained and that the conducted studies do
actually accumulate knowledge and develop theory. In order to enhance the
reliability of the research and the research results, the used method selection
and the chosen research approaches should be thoroughly evaluated and
reported. Admittedly, developing new methodological approaches for the
purposes of different research topics creates more confusion and incoherence
in the field, even if it does bring about the discovery of more profound
knowledge. However, by combining existing methods in a reasonable manner
and reporting and providing argumentation for the choices made, the
development of new approaches can be labelled as overarching research that
builds on and connects earlier research (e.g. Brewer & Hunter, 2006;
Buchanan & Bryman, 2007). The approach developed for this study is the
visual episodic narrative interview.

The narrative case descriptions and the path models can also serve as a
practical contribution for people working in management. They provide
examples of the realities connected to SME international growth. Thus,
together with the theoretical and methodological contribution, a more reliable
and valuable research of the topic can be carried out and a more realistic
picture of the current state of Finnish SMEs striving for international growth
can be obtained. This, in turn, may affect the way future policies concerning
SMEs and entrepreneurs are created in Finland, and how entrepreneurs and
managers with similar internationalisation and growth goals and orientations
comprehend their situation in the market and their position in an economy.
The theoretical contributions mainly serve to aid researchers and academia,
and perhaps provide more generally usable conclusions, whereas the practical
contributions may be more limited to the Finnish context, as they stem from
the case selection.
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2 DEFINITIONS AND THEORETICAL
FRAMEWORK

2.1 The starting point

In this chapter, the theoretical concepts are defined and argumentation for their
use is supported by addressing the criticism the concepts have received, and
by presenting supporting evidence for their fit into the research topic. Then,
brief descriptions of the chosen concepts and how they are understood in this
study are provided, and a working definition, which combines the different
concepts, is developed. Finally, a tentative theoretical framework is
formulated and the operationalisation of the framework is initiated.

The key concepts of this study are internationalisation, growth,
entrepreneurship, and more precisely entrepreneurial behaviour and
entrepreneurial orientation (EO). These concepts are used to formulate a
theoretical frame of reference for this study and possibly provide a theoretical
but more general approach for examining the international growth process of
entrepreneurial SMEs. When constructing an explanatory and descriptive
model of a phenomenon, definitions need to be stated in order for the model to
be applicable and applied correctly (e.g. Jones & Coviello, 2005). Due to the
fact that there is no clear or unquestioned definition for international growth, it
is approached here with the more established concepts of internationalisation,
growth, and change.

Before moving into further detail on those concepts and theories, a few
words of why these concepts and theories were chosen is required. The
discussion begins with internationalisation. Over the four last decades
internationalisation has gained excessive attention in the international business
field. Several descriptions, explanations, and perspectives on the phenomenon
have been provided. In this research the internationalisation stages model is
applied for several reasons. It enables a broader, longitudinal, and
evolutionary observation and description of the phenomenon. However, it has
been widely criticised over the years, which has both introduced some new
developments into it and it has provided researchers with knowledge of its
possible pitfalls and drawbacks. It is suitable in the context of SMEs and it can
be seen as a process, as a dynamic phenomenon. Furthermore, it possesses
some readily established connection with the other concepts of this study,
namely growth and entrepreneurship. It has recently been applied by many
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researchers, which shows its applicability. Lastly, it is the only approach that
looks at internationalisation from a longer-term perspective, while trying to
analyse the contents of the phenomenon.

The growth stages model, in turn, was chosen for this study from among
many other options for conceptualising company growth. This was because
other approaches to studying growth often concentrate on the outcome of
growth and not so much on the actual growing of a company. The growth
stages model provides a means to outline the evolution that takes place in a
company during growth; it also enables the structuring of a dynamic
organisational process; it has connections to internationalisation and
entrepreneurship; it has already been criticised and tested in the research field
and the problems in the model are acknowledged; many versions of the model
exist, which enables their combination and thus also the formulation of a
broader model; and it is the only approach to growth that attempts to illustrate
and comprehend the change that takes place in a company over a longer time
period.

The internationalisation and growth stages models are broadly based on the
tradition of the behavioural theory of the firm (Cyert & March, 1963). A
company is seen to be formed of a group of people who, by their actions,
operate and organise the company. In this respect, entrepreneurship as a
comprehensive approach to human behaviour in an organisational context was
perceived as usable. Entrepreneurship has been studied since the early 1900s
and several explanations and viewpoints as to what entrepreneurship is have
emerged. In all the approaches, entrepreneurial behaviour, one way or another,
plays a key role. Among the many options e.g. intrapreneuring (e.g. Pinchot,
1985; Antoncic & Hisrich, 2001; Honig, 2001), corporate entrepreneurship
(CE) (e.g. Holt, Rutherford & Clohessy, 2007), and entrepreneurial orientation
(e.g. Lumpkin & Dess, 1996) were considered as relevant concepts for this
research. Intrapreneuring as well as corporate entrepreneurship both have their
basic premises in multinational enterprises. Intrapreneuring discusses the
development of spin-offs by entrepreneurs working for MNEs, whereas
corporate entrepreneurship is the entrepreneurial culture within a large
company (see e.g. Pinchot, 1985; Antoncic & Hisrich, 2001; Honig, 2001;
Kuratko et al., 2001; Zahra, 2005; Holt et al., 2007). In this respect
intrapreneuring was mnot seen as a workable construct, but corporate
entrepreneurship seemed a better alternative. However, a deeper analysis
revealed that the concept of entrepreneurial orientation is more suitable to the
SME context and deals with the entrepreneurial behaviour of a company in
relatively broad terms. As this study concentrates on the development of a
company, it was considered reasonable that entrepreneurial behaviour is also
studied on the company level, and entrepreneurial orientation can be elevated
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from the personal characteristics and behaviour of an entrepreneur to a
company-level culture and way of behaving. The broadness of the
entrepreneurial orientation construct was considered to be a benefit for the
research because the topic of international growth has not yet obtained a final
form, conceptualization, or explanation among scholars, and, as such, it is
difficult to limit what issues can have an effect on or explain the phenomenon,
even in the context of entrepreneurship and entrepreneurial behaviour.

All the key concepts have been discussed broadly over several decades.
Despite of this, the discussion has often remained of a superficial level, mainly
acknowledging the existence of a phenomenon, but not providing much
information about its true nature, particularities, or content. In addition to this,
many studies do come up with new definitions and concepts, but the minority
of these actually develop the field or provide further understanding about the
basic tenets of the field or the studied research stream. The lack of a
commonly agreed definition has been postulated by many researchers. In
international expansion this has been postulated e.g. by Crick (2009) and in
entrepreneurship e.g. by Oviatt and McDougall (2005).

The existing definitions of internationalisation and growth also add the
challenge of conceptualising and understanding international growth as a self-
standing phenomenon. Distinguishing international business operations from
other business operations has often been accomplished by merely adding the
international aspect as an additional layer of complexity on top of
organisational and business activities (see e.g. Johnson & Turner, 2003). In
other words, international growth is understood as growth in the international
context. Another perspective is to merely look at internationalisation as
international expansion, where growth is inbuilt within the process. However,
in these perspectives the changes and actions taking place within the company
are left to less attention. Particularly in the case of internationalisation, the
focus is on the early phases of internationalisation and the subsequent
international growth development of more established companies is not in the
limelight.

Two other issues related to existing definitions that complicate the
conceptualization of international growth are the breadth of the earlier
definitions and the debate still surrounding them. According to Holt et al.
(2007), both internationalisation and growth are broad topics and they can be
defined in many different ways. In this sense trying to find a cohesive way to
understanding international growth is a challenging task. In addition to trying
to define international growth, one is also challenged to do it in a concise and
clear, but yet in an informational way, going deeper than a mere general
description or a broad overview.
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2.2 The internationalisation process

In the international business literature internationalisation is commonly
understood as a process, and more precisely defined as ‘the process of
increasing involvement in international operations’ (Welch & Luostarinen,
1988, 36). The basis for the concept of internationalisation is derived basically
from the Uppsala school stages model’, also known as the U-model, the
innovation-related internationalisation model, also known as the I-model, and
the internationalisation process (IP) model created e.g. by Luostarinen (1979).
Combining these different schools of thought is expected to shed more light on
the topic and obtain a broader variety of possible descriptive and explanatory
factors for the internationalisation process (Gankema et al., 2000, 26).

The criticism of the internationalisation stages model has been abundant
and has approached the issue from several aspects and been extended over
several decades.'’ Two essential sources of criticism are, firstly, what stages or
conditions precede the first stage depicted in the process model and, related to
this, what stages follow the last stage, and secondly, what motivates or causes
a firm to move from one stage to another. Andersen (1993), as well as Fletcher
(2001, 25) state that the early internationalisation models, many of which were
written at the beginning of the 1970s and up to the 1980s'', concentrated
solely on explaining the sequential process of internationalisation, mainly
exporting, without any further consideration of the initial conditions and
triggers of the process or the factors affecting the sequence. In brief, it was
presumed that the process began at some particular stage, and movement from
stage to stage followed a certain sequence (e.g. Bilkey & Tesar, 1977,
Luostarinen, 1979; Cavusgil, 1980; Johanson & Vahlne, 1977; 1990;
Andersson, 2000). However, the reasons why such a process starts in the first
place and continues from stage to stage were not thoroughly discussed, and the
models were often written and read so that the previous stages or sequences of
stages would explain the succeeding stages.

Another issue is the rationality behind moving from stage to stage. From an
economics perspective a company has to analyse the markets and find the best
solution, e.g. the most suitable export mode, during its internationalisation

’ The Uppsala School refers to the authors Jan Johanson, Finn Wiedersheim-Paul, Jan-Erik Vahlne

and Lawrence Welch, who have contributed considerably to the development of internationalisation
research with their studies, which began in the 1970s (Andersen 1993).

1% Criticism of the stages models has been presented by Hedlund and Kverneland (1983), Turnbull
(1985), Andersen (1993), Leonidou and Katsikeas (1996, concentrating on export development),
Oviatt and McDougall (1997), Chetty and Campbell-Hunt (2004), and Hashai and Almor (2004, in the
context of born-globals).

""" The innovation-related internationalisation models have been developed by Bilkey and Tesar
(1977), Cavusgil (1980), Czinkota (1982), and Reid (1981).
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process (see e.g. Andersson, 2000, 82). Cyert and March (1963) introduced the
behavioural man as the decision maker, who decides, more or less rationally,
how a company will proceed in its internationalisation (Andersson, 2000, 64,
76). And yet, previous research indicates that decision-making in the
internationalisation process is seldom purely rational in the aforementioned
perspective, since managers attempt to make the most optimal and rational
decisions with limited time and imperfect information (Andersson, 2000).
Additionally, it has been stated e.g. by Melin (1992) and Meyer and Gelbuda
(2006) that one reason why the later parts of the internationalisation process of
a firm have been left in the shadows is that most of the research conducted so
far has concentrated on the early stages'.

It should be kept in mind that, as well as being unique for every company,
internationalisation may also be nonlinear (Vissak, 2009). This contradicts the
existing theoretical models which usually present a linear model, where the
process follows the prescribed stages in a certain linear sequence. In sum, the
stages model in its traditional form may not accurately describe SME
internationalisation.

Despite all the criticism, the stages models have also received support.
Welch and Luostarinen (1988) found that although companies do not follow
the stages configuration precisely; the stages theory is still consistent. This
view is backed up also by Gankema et al. (1997, 192-193) and Gankema et al.
(2000), who state that when the stages theory is not applied in a too restricted
form, the theory holds for SMEs. Their results indicate that an
internationalisation process is unique for each SME and no existing theory or
model fully fits or describes each process. Yet, on a very general level, the
stages configuration still applies. This, in turn, indicates that the stages
theories and models could be adopted instrumentally and used to frame the
process.

The discussion above demonstrates that defining internationalisation is not
a straight-forward process due to the complexity of the phenomenon and the
fact that there are several different definitions available for it (e.g. Fletcher,
2001, 27-28). However, it seems that most researchers consider
internationalisation as a change process, by which firms expand their activities
internationally, over the national borders of their country of origin (Jones,
1999; McDougall & Oviatt, 2000; Rosenzweig & Shaner, 2001; Ruzzier et al.,
2006). From the viewpoint of this study, this is not enough. In the following
chapter, the change processes of growth and international growth in a

2 Similar criticism has also been made in relation to the pre-internationalisation stages (see e.g.

Korhonen, Luostarinen and Welch, 1996 regarding inward and outward internationalisation).
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company context are discussed. The way internationalisation is understood
and treated in this study is presented in further detail in sub-chapter 2.6.

2.3 Growth vs. international growth

In its simplest form, growth is defined as a relative measure of size and a
dynamic measure of change over time (Weinzimmer, Nystrom & Freeman,
1998). According to Penrose (1959, 1995) growth is essentially an
evolutionary process that is based on the cumulative growth of collective
knowledge about the external business environment and on internal capital and
human resources, for which production diversification, the roles of
administration, as well as mergers and acquisitions are all relevant. Similarly,
Bifulco (1997, 150) has shown that company growth is the growth of internal
organisational structures and their subsequent adaptation. In other words,
growth can be seen either as an outcome of events or as a starting point for
organisational changes (Davidsson & Wiklund, 2000). On the other hand,
when understanding growth as an organisational change, it can be approached
from two directions, from its antecedents and consequences, or from how it
has developed over time (Van de Ven & Huber, 1990). This study focuses on
the latter, i.e. growth that takes place in firms over time as a process. In this
study growth refers to the process whereby the SME grows through
developing and expanding its own internal operations and through
entrepreneurial decision-making, and not e.g. through strategic alliances or
joint ventures, where the resources used to grow internationally are not owned
or controlled by the SME. This perspective enables the observation of the
phenomenon from the viewpoint of an SME’s resource and skill base and the
process of internationalisation (Irvin, Pedro & Gennaro, 2003; Hess, 2007;
Pasanen, 2007) because mechanistic growth through acquisition is viewed as a
result of a company’s entrepreneurial behaviour.

Growth is approached in this study mainly through the theory developed by
Penrose (1959; 1995) and the stages of growth models (Galbraith, 1982; Scott
& Bruce, 1987; Churchill & Lewis, 1983). Several authors have also discussed
how a company proceeds from one development stage to another. According
to Greiner (1972) and Kazanjian and Drazin (1989), firms develop from one
growth stage to another through the solving of crises characteristic of each
growth stage. Penrose (1959), states that a firm’s growth development is
incremental, since firms face opportunities that drive their growth
development randomly, depending on the internal resource bundles and the
circumstances in the external environment. Evans (1987), as well as Geroski
and Gugler (2004) and Reichstein and Dahl (2004), has found in his research
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dealing with younger and smaller firms that company growth decreases with
company age and size. This latter phenomenon has been labelled Gibrat’s law.
However, in the context of this study, it is not expected that these kinds of
conclusions could be drawn, since the research does not cover the entire life-
cycles of the companies and since the age of the companies has not been
considered to be a key feature of the firms.

The theoretical definition of growth should be separated from the
operationalisation of the concept. Developing a tool capable of measuring
growth in an empirical setting is a very complex issue, as many researchers
have noticed (Delmar, 1997; Weinzimmer et al., 1998; Davidsson & Wiklund,
2000). Previous studies, in which measures for growth have been developed,
can be divided into two main streams. The first are the studies that try to
develop a statistical measurement technique that would work as a
generalisable and reliable tool for quantitative growth studies. (E.g. Delmar,
1997; Weinzimmer et al., 1998.) In these studies the researchers have tried to
find the variables and factors that would be the most suitable and valid, as well
as independent and unbiased, in order to give a truthful picture of how growth
can be measured, in brief; what to measure in order to understand and quantify
growth. The other stream of growth research is represented by more
qualitatively-oriented studies that try to describe how growth occurred in a
company, why a process occurred in the manner it did, and could the issues
fuel and/or inhibit the growth of that particular company and the results be
generalized to other firms as well (e.g. Wiklund, Davidsson & Delmar, 2003).
Examples of this type of research are e.g. those that connect entrepreneurship
and company growth (Wiklund, 1998; Davidsson et al., 2002; Wiklund &
Shepherd, 2005). In this study the focus is more on the qualitative side as it
tries to capture the “big picture” of what growth within an SME really is as a
whole. Consequently, particularly in the analysis, three typical measures of
company growth are applied; revenue; the number of employees and the share
of international activities to total revenue (cf. e.g. Delmar, 1997, 201;
Davidsson & Wiklund, 2000, 37-38)".

The relationship between internationalisation and growth is also twofold:
growth can be seen either as a precondition to or an outcome of
internationalisation. Here international growth is seen as process which
combines elements from internationalisation and growth such as learning,
maturity, and knowledge gaining (e.g. Turunen, 1988; McMahon, 1998;
Forsgren, 2002; Kuemmerle, 2005; Johanson & Vahlne, 2006). In an attempt

3 Market share is the fourth typical growth measure. In this study it is not applied, since it is less

objective than the three others, which can be obtained relatively accurately from the annual reports
and financial statements of the companies.
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to illustrate the process it is seen as a continuum structure, which resembles
the form of a life-cycle curve. As the firm proceeds along the curve on its
international growth path benefits, such as knowledge, learning, and
experience are accumulated. The reasoning behind the curve-thinking is firstly
that irrespective of the possible declines in international growth development
during a firm’s life-span a firm cannot lose the intangible assets it has gained.
Secondly, using the life-cycle model enables the acknowledgement of the
central role of time in the process. Thirdly, seeing the phenomenon as a
process and illustrating it as a curve makes the suggested theoretical approach
dynamic and mirrors reality better than static models. These perceptions make
the life-cycle model a suitable tool. Thus, when it comes to the stages
configuration, the stages can be placed on the life-cycle curve, and,
considering the criticism made of the incremental models, it is not expected
that the results from the empirical data would directly comply with the stages
sequence (cf. Luostarinen & Welch, 1990, 187; Jones & Coviello, 2005, 290).
In this sense the theoretical approach of this study conjoins both a lifecycle
and a teleological process view (see e.g. Oviatt & McDougall, 1997; Forsgren,
2002, 267). The theoretical approach'® is, more or less, the creation of a
context for the development of the business idea of a company over a passage
of time (Galbraith, 1982, 72) that contains entrepreneurial activities, develops
unique resources, executes strategies, learns, experiences, takes risks,
discovers opportunities, innovates, grows, and internationalises (e.g. Hamel &
Prahalad, 1993, 77; Tiessen & Merrilees, 1999, 145-146). The nearest studies
to the study of international growth in the SME context have so far been the
studies by Gankema et al., (1997) and Gankema et al., (2000).

In the above discussion, the international growth process within SMEs has
been considered to entail many characteristics connected first and foremost
with entrepreneurship. Among these are e.g. knowledge gaining, innovating,
risk-taking, learning, discovering opportunities, experiencing, as well as
executing entreprencurial strategies and activities. This indicates that
entrepreneurship can be seen as one type of acumen behind international
growth in SMEs. According to Covin and Slevin (1997) and Slevin and Covin
(1997), realised growth is a function of an entrepreneur’s growth aspirations,
entrepreneurial capacity, organisational resources, and market constraints.
Following on from this the next sub-chapter is dedicated to describing
entrepreneurial behaviour, and more particularly, entrepreneurial orientation
as an explanatory factor behind a materialised international growth process.

" For a more detailed description of the theoretical framework and the working definitions see sub-

chapter 2.6.
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2.4 Entrepreneurial behaviour

Entrepreneurship is still a relatively young field of research compared e.g. to
international business. Nevertheless, the amount of research in the field is
already extensive. As with internationalisation and growth, also
entrepreneurship has many interpretations. It can be observed on the micro
level as human or organisational behaviour, and on the macro level as a factor
influencing the economy and its development (e.g. Schumpeter, 1934;
Kirzner, 1973). The different issues positioned under the entrepreneurship
umbrella are numerous, and many issues and actions can be considered as
entrepreneurial behaviour. As such, limiting entrepreneurial behaviour in a
study to a set of characteristics or actions is a challenging task, since the
phenomenon in practice can have many manifestations, as the following quote
illustrates:

“The entrepreneur was first discussed by early economists as that
individual who founded enterprises. His roles were essentially those of
innovation, of dealing with uncertainty, and of brokerage.” (Mintzberg, 1973,
44.)

From the perspective of e.g. Gartner (1989), entrepreneurial behaviour is
related to the establishment of companies. After their establishment,
entrepreneurship as a behaviour ceases to exist. Similarly Bygrave (2004)
discusses entrepreneurship in connection with the establishment and creation
of companies, but he introduces another concept for this; the entrepreneurial
process, which connects personal, sociological, and environmental factors to
the birth of new companies.

“The entrepreneurial process involves all the functions, activities, and
actions associated with perceiving opportunities and creating organizations to
pursue them.” (Bygrave, 2004, 2.)

Schumpeter (1934) presented another perspective, in which entreprencurial
behaviour is demonstrated in the creation of new combinations, such as new
products or new ways of conducting business operations. These are more
connected to the running of a business and innovating and are not limited to
the mere establishment of a company. Schumpeter’s views are used in this
research as entrepreneurial behaviour is seen here to be vested in people; in
entrepreneurs, owners, managers, and employees and their daily work in
SMEs. Similarly Christensen, Madsen and Peterson (1994) observe
entrepreneurship through the identification of opportunities, and also state that
they play a central role in both the creation of a firm and during the operations
of an established firm.

The viewpoint taken here is that entrepreneurship is a company-level
activity that manifests itself in innovative, risk-taking, profit seeking, and alert
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behaviour whereby a firm proactively learns and experiences the business
environment, accumulates and processes new information, develops resources
and capabilities, seeks opportunities and niches and aims at international
growth. Naturally entrepreneurial behaviour originates in people and in
traditional entrepreneurship literature is identified as also coming from the
founder-entrepreneur of a company (e.g. Schumpeter, 1934, 78). Even though
corporate entrepreneurship (see e.g. Zahra, 2005) can be seen as a concept to
be mainly applied in the entrepreneurial activities of large (e.g. MNCs/MNEs)
and mature companies, it is expected to be applicable also in the context of
SMEs as a company level entrepreneurial culture and behaviour.

A whole body of research has been dedicated to the study of entrepreneurial
personality traits and the particular characteristics that separate entrepreneurs
and entrepreneurially behaving people from other business actors, such as
relatively static small business managers (Ripsas, 1998). In SMEs, many
issues are connected to the persona of the owner and/or founder. This is due to
the fact that SMEs are often less-hierarchical organisations, and an
entrepreneur can choose not to delegate power (see e.g. Steinmetz, 1969;
Hanks, Watson, Jansen & Chandler, 1994) and structure and organise their
company based on their personal preferences and visions. The individual’s or
the entrepreneur-manager team’s ambitions, beliefs, attitudes, capabilities, and
agenda have a major influence on which direction a small company will
develop in (e.g. Miles & Snow, 1978; Vesper, 1980; Stuart & Abetti, 1990;
Dyke, Fischer & Reuber, 1992; CIliff, 1998; Glancey, 1998; McGaughey,
Welch & Welch, 1997; Valliere, 2006). Therefore, management skills,
learning, experience, and the abilities of an entrepreneur to gather relevant
information are considered to be among the key predictors of company
performance and success, such as internationalisation and growth (e.g. Reid,
1981; Oviatt & McDougall, 1994; Reuber & Fischer, 1997; Holmlund &
Kock, 1998; Collinson & Houlden, 2005; Packham, Brooksbank, Miller &
Thomas, 2005; Komulainen et al., 2006; Loane, Bell & Naughton, 2007).15

In this study entreprencurship on the firm level, i.e. corporate
entrepreneurship, or company level entrepreneurship, is used to explain the
movement between stages (see e.g. Holt et al., 1994; Tiessen & Merrilees,
1999, 141-142; Jones & Coviello, 2005, 286; Zahra, 2005). Support for this
line of thinking comes from the fact that entrepreneurship, in itself, affects the

'S This viewpoint is supported by Sadler-Smith, Hampson, Chaston and Badger (2003), who found

a statistical link between entrepreneurial style (Covin & Slevin, 1989) and high growth, and by Zahra
and Garvis (2000), who found that entrepreneurial activities and orientation are important
prerequisites for successful foreign market expansion. Recently research has also indicated a
relationship between strategic orientations and a company’s international performance, such as
international growth (Jantunen, Nummela, Saarenketo & Puumalainen, 2008).
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development path an SME takes, thereby making them unique (Luostarinen &
Welch, 1990, 254-256; Meyer & Gelbuda, 2006). Jones and Coviello (2005,
293-294) refer to these unique paths as a firm’s internationalisation behaviour
profiles. Entrepreneurship is considered as a strategic, firm-wide issue rather
than solely a personal characteristic of the owner-manager of the company,
even though personal characteristics do play a central role in strategic decision
making (e.g. Luostarinen & Welch, 1990, 263; Chetty & Campbell-Hunt,
2004, 61-63; Park & Bae, 2004, 100-101). Thus, it can be considered that, in a
sense, the firm is made up of entrepreneurs striving for international growth
through entrepreneurial orientation and behaviour (e.g. Penrose, 1959; 1995,
33-35; Vesper, 1980; Churchill & Lewis, 1983; Carland, Hoy, Boulton &
Carland, 1984; Tiessen & Merrilees, 1999; Casson, 2000; Meyer & Gelbuda,
2006), which is possible particularly in the SME context due to low
hierarchies (Casson, 2000), and which manifests itself as an alertness to the
discovering of new opportunities.

According to Kirzner (1997, 70, 72) and Amit, Glosten and Muller (1993,
817), opportunities are the results of earlier entrepreneurial errors, such as the
misallocation of resources, whereas alertness is a receptive attitude towards
those available, but as yet overlooked, opportunities. Alertness to an
opportunity is seen as a natural part of the ongoing business activities of a firm
(Johanson & Vahlne, 2006, 9). Kuemmerle (2005, 42-44) and Jones and
Coviello (2005, 298), on the other hand, state that as a firm internationalises
and grows, the opportunities sought tend to change. Innovations, on the other
hand, can be seen as a form of opportunity that creates a somewhat reliable
basis for longer-term firm growth (Jones, 1999, 19; Cantwell, 2000/2001, 13)
and, according to Schumpeter (1934), these discontinuous new combinations
are the main drivers of economic development. Additionally, according to
Penrose (1959; 1995, 34), the decision to search for opportunities has to
precede the ‘economic’ decision to venture and exploit the opportunity.

The focus here is on the firm-level, since entrepreneurial learning, alertness,
opportunity seeking behaviour, precipitation, and innovativeness within a firm
are seen to be more suitable in explaining why a certain movement and
strategy is taken, as an explanation does not have to come from the stages, the
pattern, or from any of the presumably available ways of behaving in the
process. By limiting the explanatory factors to entrepreneurship and the
entrepreneurial behaviour of the company, the advice given by Oviatt and
McDougall (1997) is being followed. Thus far entrepreneurship, learning, and
opportunity discovery have not been taken into account or used in the
internationalisation or growth process models to explain the functioning logic
of the models (e.g. Scott & Bruce, 1987, 48; Leonidou & Katsikeas, 1996,
537, 539-540; Forsgren, 2002, 260; Park & Bae, 2002, 99 discuss the lack of
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research on growth within entrepreneurship; Johanson & Vahlne, 2006, 3, 11),
although the entrepreneurial manner of synthesising information is seen as
furthering internationalisation and growth (Casson, 2000).

Using entrepreneurship as an explanatory theory does not come without
criticism. Entrepreneurial behaviour on a company level explains the
international growth development of a company from the internal viewpoint.
Since a company operates in a nexus of internal and external influencers (cf.
SWOT analysis), the external explanatory factors need to be included in the
discussion. Among these are the external triggers and stimulators, such as
customers and suppliers, reactive opportunities and niches, and institutional
influences, which set a company on the path to international growth. In
addition to explaining the international growth development of a firm,
entrepreneurship can also explain stagnation and decline in a development
process. This can be due e.g. to entrepreneurial errors (e.g. Schumpeter, 1934),
the entrepreneurs’ limitations and inability to use their knowledge for the
benefit of the company, or deficiencies in the entrepreneurs’ required
knowledge base. An additional challenge to using entrepreneurial behaviour as
an explanatory factor is the fact that companies are very different in this
respect. According to Bifulco (1997, 151, includes author’s emphasis)

“The most significant problems, which are common to these lines of
research, lie in the perspective to adopt for the interpretation of
entrepreneurial behaviour in the strategic processes of development of small
firms, which constitute an entity that is conceptually distinguishable from
large firms and present peculiarities due to which each individual firm is
distinguishable from every other.’

Although Bifulco (1997) presents this as a criticism of entrepreneurial
behaviour research, the indication can be observed that each small firm is
unique in the way it develops. As such, this supports the idea that the
international growth processes of SMEs follow unique paths.

In the literature dealing with entrepreneurial behaviour, certain
characteristics emerge. Among the most typical and most often mentioned are
risk taking, opportunity seeking, alertness, innovativeness, -creativity,
initiative, and competitiveness, which together form the orientation of a
company (e.g. Wiklund, 1998; Knight, 2001; Lee, Lee & Pennings, 2001;
Valliere, 2006). To be able to grasp entrepreneurial behaviour in a consistent
manner, a concept of entrepreneurial orientation is introduced and applied in
this study. This choice of entrepreneurial orientation was made after an
evaluation of the possible existing approaches, such as corporate
entrepreneurship and intrapreneuring, on entrepreneurship and entrepreneurial
behaviour as a company level phenomenon. In the following, existing studies

’
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that deal with entrepreneurial orientation are discussed and the understanding
of entrepreneurial orientation as it is used in this study is outlined.

2.5 Entrepreneurial orientation

Existing literature dealing with SME behaviour has studied many different
kinds of orientations and intentions when trying to explain the decisions and
moves the enterprises make. Studies have focused on market orientation (e.g.
Kohli & Jaworski, 1990; Alpkan, Liitfihak, Yilmaz & Kaya, 2007; Armario,
Ruiz & Armario, 2008), on foreign market orientation (e.g. Dichtl et al.,
1984), on small business orientation (Runyan, Droge & Swinney, 2008) on
entrepreneurial orientation (e.g. Lumpkin & Dess, 1996; Wiklund, 1998; Lee
& Peterson, 2000; Moreno & Casillas, 2008; Runyan et al., 2008), on
entrepreneurial intentions (e.g. Orser, Hogarth-Scott & Wright, 1998;
Hmieleski & Corbett, 2006), on international growth orientation (IGO)
(Nummela, Saarenketo & Puumalainen, 2004; Nummela, Puumalainen &
Saarenketo, 2005), on international orientation (Dichtl et al., 1984), on growth
orientation (GO) (Stevenson & Jarillo, 1990; Packham et al., 2005) on growth
intentions (e.g. Kolvereid & Bullvag, 1996; Orser et al., 1998), on strategic
orientation (e.g. Miles & Snow, 1978; Stevenson & Jarillo, 1990), on
innovative strategic orientation (e.g. Wiklund, 1998), and on the global
mindset (Nummela et al., 2004).

Based on the above listing of orientations and intentions, a connection
between entrepreneurship, internationalisation and growth can be detected on
this level. The people in a company might have some orientation, and it may
be entrepreneurial, with which to aim for international growth. However, it is
difficult to say, whether there is a connection between the concepts, and thus
universal causalities are not attempted to be found. Instead local causalities
may be tracked and the relationships between different theories and concepts
need to be addressed to understand international growth. Similarly, there are
no studies that show that orientations unchangeably lead to materialised
internationalisation or growth. Instead, there is a body of research that has
found that positive orientations quite often lead to positive, materialised
outcomes (see e.g. Lumpkin & Dess, 1996; 2001; Nummela et al., 2004; 2005;
Wiklund & Shepherd, 2005; Jantunen et al., 2008; Moreno & Casillas, 2008;
Wiklund et al., 2009).

Many researchers have been studying entrepreneurial orientation since the
beginning of 1980s. Several features have been found to play a role in
entrepreneurial orientation and characterise entrepreneurial behaviour in a
company. These have been e.g. innovativeness, proactiveness, risk taking,
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competitive aggressiveness, initiative, alertness, autonomy, adaptability,
creativity, intuitiveness, self-motivation, need to achieve, and opportunity
seeking (e.g. Vesper, 1980; Miller, 1983; Covin & Slevin, 1991; Lumpkin &
Dess, 1996; Antoncic & Hisrich, 2001; Bamber et al., 2002). Creativity,
motivation, challenging the existing ways of doing things, independence,
alertness, and freedom are issues that foster entrepreneurial orientation,
whereas, generally, bureaucracy, tight codes of conduct, hierarchical,
unchangeable organisational structures and working methods, and strong and
established control are seen as limiting entrepreneurship (see e.g. Subramanian
& Nilakanta, 1996; Kuratko et al., 2001; Johnson, 2001; Calantone et al.,
2002). According to Khandwalla (1977), Miller and Friesen (1982), and Covin
and Slevin (1991), an entrepreneurial orientation requires an organic, informal,
decentralised, and flexible organisational structure to be successful. As a
result, entrepreneurial behaviour in general is seen to be a characteristic of
SMEs rather than larger firms, such as MNCs and MNEs (e.g. Branzei &
Vertinsky, 2006), despite this it is seen as vital to all companies irrespective of
size or age (e.g. Antoncic & Hisrich, 2001). On the other hand, without any
control and management entrepreneurship is rudderless and results, such as
innovations and international growth, will be less likely to materialise (see e.g.
Bamber et al., 2002).

From the wide array of entrepreneurial orientation features, five have
established their position in the literature; proactiveness, risk taking,
competitive aggressiveness, autonomy, and innovativeness (e.g. Miller, 1983;
Covin & Slevin, 1991; Lumpkin & Dess 1996; Antoncic & Hisrich, 2001;
Bamber et al., 2002). However, entrepreneurial orientation is more than a list
of features. It is an operating culture, which enables the existence and viability
of the five characters. Companies require the fostering of a positive,
entrepreneurial atmosphere, which encourages employees to convert their
ideas and inventions into viable innovations and profits, and also develop their
skills through learning by doing. Companies successful in this effort are
usually seen as being entreprencurially oriented (Bamber et al., 2002).
Companies that have an entrepreneurial culture are characterised by

“...creativity, commitment, dedication, and a desire to innovate...”
(Kuratko et al., 2001).

Entrepreneurial orientation is often connected to the persona of the
entrepreneur (e.g. Mintzberg, 1973; Miles & Snow, 1978; Vesper, 1980;
Stuart & Abetti, 1990; Dyke, Fischer & Reuber, 1992; Cliff, 1998; Glancey,
1998; McGaughey, Welch & Welch, 1997; Valliere, 2006). In entrepreneurial
companies and in SMEs in particular, where all the employees can be
considered to be entrepreneurs participating in developing and driving a
company forward, it is possible to extend an entrepreneurial orientation to an
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organisation. It is generally considered that the attitudes and beliefs of
entrepreneurs and managers towards an SME’s development shape their
orientations and intentions (e.g. Fishbein & Ajzen, 1975; Roux, 1987; CIliff,
1998; Valliere, 2006). On the other hand, the current state of a firm, its size,
age, resource base, and conception of the fruitfulness of international growth,
1.e. beliefs of success, all affect the nature of the intentions and orientations
(e.g. Orser et al., 1998; Wiklund, 1998; Matlay & Mitra, 2004; Packham et al.,
2005; Valliere, 2006).

In this study the focus is on the company level, on the organisational culture
of a company and how it operates. Therefore, the focus on entrepreneurial
orientation is also on company level activities, and particularly on the possible
relationship between entrepreneurial orientation and international growth. In
established, larger, and older SMEs, such as the ones studied in this research,
it can be expected that entrepreneurial activity and international growth are not
limited to be the sole responsibility of the founder, but rather can be seen to
characterize the operating culture of a company. In this sense, entrepreneurial
orientation is a usable concept in this study, as it can be extended from the
characteristics of an entrepreneur to the characteristics of an entire
organisation.

According to Kuratko et al. (2001), entrepreneurial actions are required to
establish a vision, attain top managers’ support for it, organise people and
tasks accordingly, allocate adequate resources, reward people for their
achievements, encourage risk-taking when needed, tolerate possible failure,
and enable rapid, creative responses to market opportunities as they surface.
This is in line with the thoughts of Penrose (1959) and Hadjikhani (1997), who
argue that the competences to operate internationally are created through the
entrepreneurial pursuit of opportunities that are facilitated by the resources of
a company. Competences are also developed by accumulating knowledge
from foreign organisations. Another way of understanding the relationship
between international growth and entrepreneurship is the attempt to explain
the international growth process with entrepreneurial orientation. This line of
thinking can give an indication of the relationship between international
growth and entrepreneurial orientation because for the entrepreneurial
orientation to be the explanatory factor, it must “precede” international growth
and give it content and set prerequisites for it. For example, Knight and
Cavusgil (2004) discuss international entrepreneurial orientation, which
comprises the elements of innovativeness, managerial vision, and competitive
posture that all contribute to the international business operations of the firm.
Thus, it can be said that entrepreneurial orientation is an approach for coping
with the challenges and opportunities in a company’s external business
environment, as well as for striving for a company’s aims, such as
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international growth. In other words, international growth can thus be thought
to materialise growth as a result of a firm’s entrepreneurial orientation.
However, no attempt has been made to present universal causal dependencies
within the limits of this study, although local causalities are presented.

2.6 Key concepts and their definitions in this study

In this chapter the key concepts of the study are summarized according to the
preceding discussion of the existing literature. Also, the way these concepts
are understood and applied in this study is outlined. The developed working
definition of international growth for the purposes of this study is provided at
the end.

Internationalisation 1is seen as a process in which three different
‘dimensions’ of foreign expansion can be detected. The first is connected to
the beginning of an internationalisation process, where a company extends its
business activities abroad from its domestic base. The second deals with
broadening the magnitude of these activities in the foreign markets where it
already operates, and the third with extending its activities to new foreign
market areas. In this research the foremost focus is on the subsequent phases
of international operations after the first entry to foreign markets. However,
these new entries are also included in the study in the form of extending a
company’s existing international presence to new foreign markets. Within the
international growth process internationalisation is considered as a vehicle or
medium for obtaining growth, i.e. when growth is sought internationalisation
is harnessed for the reaching of that goal, irrespective of how that growth
manifests itself in the company in the end. This does not, however, aim to give
the indication that growth follows from internationalisation, since these effects
cannot be clearly elaborated, at least not at this stage.'® The
internationalisation stages models were chosen for this study, as they are
expected to provide a usable instrument in trying to comprehend and describe
the international growth process from the perspective of internationalisation.

Growth is understood as an organic type of entrepreneurial activity, in
which a company grows as a result of its successful daily business operations
and strategising. These operations could include the ability to produce new
products and services and to do so in larger quantities, to maintain profitable
customers and to obtain new ones, to increase and fortify a company’s

' Similar thoughts about the relationship between internationalization and growth have also been

presented by Johanson and Wiedersheim-Paul (1975), Johanson and Vahlne (1977), Luostarinen
(1979), Cavusgil and Nevin (1981), and Chetty and Campbell-Hunt (2003).
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presence and position in markets, to make decisions to strategically acquire
foreign companies - such as rivals, to grow internationally, and to restructure
and reorganise a company according to the changes and change requirements
set by the materialised international growth. Growth can be observed e.g. as an
increased total annual revenue, as investments in a company, or as an
increased magnitude of production output. From the premises of international
growth, growth is seen to have a reciprocal relationship with
internationalisation in that it does not take place without the presence of
internationalisation, i.e. when growth is pursued internationalisation is also
pursued. The international growth attained requires a company, its
organisation, and structure to adapt to the new situation so that the company
can continue growing internationally. This organic type of entrepreneurial
growth can include both organic and mechanistic characteristics. However,
behind both these types of growth there needs to be some form of
entrepreneurial behaviour or strategising, and a reason to want the company to
grow internationally with the help of the entrepreneurial inputs, such as skills,
competences, or knowledge. For the sake of clarity and the ability to structure
and outline the international growth process, the growth stages models are
applied in this study. They are not employed in the belief that they would
provide the one and only ‘right” way of describing growth, but they provide a
workable tool for approaching the topic.

Entrepreneurial orientation is seen, in this study, as being constructed of
the following five factors: proactivity, innovativeness, risk taking, autonomy,
and competitive aggressiveness. Proactiveness is seen as a behaviour that
attempts to outperform rivals by taking action either earlier than their rivals or
with an action that is not yet employed by the rivals. In this sense,
proactiveness functions in a different manner to that of merely responding to
or reacting to competitors’ actions. Innovativeness is closely related in this
study to the new combinations introduced by Schumpeter (1934). In this
sense, anything that is innovative in the company and somehow connected to
the international operations of the company can be seen as innovative.
However, it is worth noticing that something that is innovative to the company
may not be innovative to the rest of the market. To be able to grow
internationally, this type of “company-restricted” innovativeness may not be
enough for reaching these set goals. Risk taking is considered to be a
company’s increased risk tolerance and acceptance of risk with regard to
attaining international growth. However, risk taking behaviour is connected to
strategising, which considers risks as an incremental part of the company’s
operations, and not as adventurous behaviour without a strategic aim.
Autonomy is understood in this study as the company’s ability to operate in a
constantly changing environment in a manner that strives to focus on its own
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aims, such as international growth, irrespective of the external changes.
Naturally market changes sometimes require a company to adapt to their
external circumstances, but autonomy is also considered in relation to a
company’s ability to adapt its surroundings to its needs. Finally, competitive
aggressiveness is considered, in this study, to be a company’s intensified
efforts in competing with its rivals to reach its goals. In this context,
competitive aggressiveness is also seen as the company’s will and effort to
reach something more than mere survival in its business environment. In this
study, entrepreneurial orientation is accompanied by company-level
entrepreneurial behaviour that supports and complements the entrepreneurial
orientation and helps to explain international growth. This approach is chosen,
as the focus is on a company’s entrepreneurial behaviour and culture, and the
aforementioned five factors, together with company-level entrepreneurial
behaviour, are relatively broad, all encompassing, and applicable on the
organisational culture level. Therefore, they can be expected to cover an
adequately broad spectrum of factors and features that could explain the SME
international growth process.

To conclude the discussion about the conceptualisations of
internationalisation and growth stages models and entrepreneurship and
entrepreneurial orientation various theoretical and operationalised working
definitions of international growth in the SME context have been formulated:

International growth is a change process in which companies expand the
magnitude, scale, and/or breadth of their operations and develop their
organisation while expanding their international operating scope.

This theoretical working definition aims to highlight the connectedness of
internationalisation and growth within the international growth process, and to
indicate the simultaneous expansion of the company on different fronts and
from different perspectives. Both the scale and the scope, i.e. the amount of
international operations and their extent, as well as the magnitude and breadth
of this expansion are taken into consideration in order to be able to reach a
more holistic understanding of the phenomenon (see e.g. Rugman, 2006;
Crick, 2009).

To accompany this theoretical definition, an operationalised working
definition of international growth is provided in the following (see e.g.
Johanson & Vahlne, 1990):

International growth is the increase in the share of international operations
to the total annual revenue of an SME in the percentages or the monetary
terms measured.

This definition is based on a singular item index, i.e. only one measure is
applied, which has been criticised by many, but which has been used in many
studies trying to solve the nature of the internationalisation process. Despite
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the criticism, a single item index was chosen, because, so far, not many studies
have attempted to measure international growth. Thus, this study sets
examples and provides guidelines as to how international growth could be
measured, because it is not self-evident what international growth is and it is
not clear what measures would form a reliable indicator for international
growth (for a further discussion on the measurement of internationalisation,
see e.g. Sullivan, 1994; 1996; Ramaswamy, Kroeck, & Renforth, 1996).
Therefore, it is easy to settle with this rather simplistic index measure, since it
neatly and adequately combines internationalisation and growth, albeit
simplistically. However, this measurement of international growth is merely
one step in the entire research project, where the findings and conclusions are
first and foremost based on a qualitative investigation.

The process nature is present in this index in the way that a positive change
in the percentage share or monetary value of international activities to the total
annual revenue shows up as growth in international operations revenue (or
revenue in general) and in the level of commitment towards international
activities, or in export intensity. What aids this observation of the development
of an individual company is the fact that when there is an increase in this
single index it simultaneously indicates both an SME’s economic growth and
its increased internationalisation. By concentrating on the international
activities of a company, the index does not take a stance on what form of
international operations are used. Hence, the operations can also be something
other than the most often used international operation mode, which is
exporting. This is also supported in this study by focusing on growth that is
obtained through entrepreneurial behaviour, i.e. on organic growth and growth
through acquisition based on entrepreneurial behaviour and strategising.

There are, however, limitations in the operationalised definition that need
addressing before proceeding in the study. Firstly, when a company invests in
foreign operations, it may have an effect on the total annual revenue, which
may then be shown in the share of international operations as a decrease, even
if a company increases its international operations. Secondly, growth in the
domestic market can increase the annual revenue, which can then show as a
relative decrease in the share of foreign operations despite the fact that
international growth may also have been positive for the same period. The
limitations related to this measurement are acknowledged in the influence it
may have had on the selection of cases and the results acknowledge this in the
respective sections of this study.

In the following sub-chapters the tentative theoretical framework is
formulated by firstly discussing the role of the organisational life-cycle in the
international growth process and the process approach. After that the related
stages models and theories describing international growth are reviewed, and
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the entrepreneurial orientation as an explanatory theory is discussed. Finally,
the theoretical framework is operationalised for the purposes of this research,
and the premises of combining different theories to obtain a more holistic
perspective on international growth are elaborated upon.

2.7 Building the theoretical framework

In this chapter a model for international growth is developed by combining
associated existing theories since, as the studied topic is a complex and
challenging one, it is expected that no theory alone can describe or explain it
in an adequately holistic way (Bell, McNaughton, Young & Crick, 2003; Bell,
Crick & Young, 2004). The purpose of the theoretical framework in this study
is mainly to provide an outline of the international growth process and to
enable the structuring of this yet undefined and rather complex phenomenon.
This instrumental use of the framework avoids the possible determinism often
connected to deductive studies with strong theoretical bases. Related to this,
this theoretical framework is often referred to as tentative, since it is expected
to be changed based on the findings of the empirical study. The theoretical
framework is compiled from the theories and models that are considered to be
the most suitable for providing some scheme, shape, and preliminary
understanding of international growth. By developing a theoretical framework
and employing it in the study, one can also provide the existing theories with
new insights and thus also develop theory. This aim is mainly approached
through the theory development capabilities of the case study approach (see
e.g. Ragin, 1992). The chosen approach has been highlighted by Andersen and
Kragh as follows (2008, 4-5);

“...because theories may not be applicable as grand concepts explaining
all incidents of phenomena, there is also room for simultaneously using more
theories to encourage imaginative thinking, even if such theories have
conflicting views on the relevance of particular concepts for understanding the
issues studied as well as on how such concepts are interrelated.”

The chosen approach also brings theoretical sensitivity to the research, as
combining theories enables the comprehension and inclusion of more concepts
and issues than the application of only one theory (Strauss & Corbin, 1990).
The theoretical framework is composed of several different theories from
within the field of international business and other disciplines. The aim in the
theoretical framework is to unify, on a general level, different theories in order
to better illustrate and understand the process of international growth. This aim
to understand the process brings with it the somewhat implicit requirement,
and attempt, to find a fit between the theoretical framework and the empirical
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data. This fit is approached in this research through the application of the case
study approach (see e.g. Ragin, 1992) and the in vivo approach. According to
Andersen and Kragh (2008, 9)

“...the in vivo approach is pre-disposed towards the evolving theoretical
framework as a mechanism for understanding empirical data.”

According to Weick (1989), when attempting to develop a new theoretical
approach, one often begins with partial explanations, illustrative concepts, and
broad theory outlines, and develops these during the research process. With
regard to international growth, this approach was followed to preliminarily
structure the phenomenon. After that the theories dealing with
internationalisation and the growth process, change, management strategies
and entrepreneurship were brought together. A unifying characteristic of the
chosen theories is the process view, in which growth, internationalisation, and
entrepreneurship are understood to demonstrate themselves as on-going
change and development processes. In the framework the internationalisation
and growth theories form a theoretical base for the international growth
process that is driven by the entrepreneurial orientation and behaviour of a
firm. The international growth process of entrepreneurial SMEs contains
features from internationalisation and growth models, and the process can be
explained and clarified by reference to entrepreneurial orientation and
behaviour as well as strategic management theories (e.g. Astley & Van de
Ven, 1983; Mintzberg & Waters, 1982).

The combination of the theories can also be addressed from the perspective
of strategy, where the process would be categorised as organisational change.
Mintzberg and Westley (1992) state that organisational change can take place
on four different levels. The highest level deals with issues such as the
strategic vision of the company, including the organisation’s members’ overall
perceptions and collective mindset. The second level deals with structural
change, including changes in products, markets, and the business portfolio.
The third level concentrates on organisational activities and operations, i.e.
how the strategy is executed in the everyday work of the organisation. The
fourth level focuses on the practicalities and facilities of where the
organisation operates, i.e. its physical premises. Regarding this research, all
these four levels are represented. Entrepreneurial orientation is placed on the
highest level, international growth is on the second, export modes and modes
of business operation are on the third level, and the resources of a company
are on the fourth level. According to Mintzberg and Westley (1992), changes
on the highest level change and affect the lower levels, which implies that the
magnitude of the changes in the higher levels are more encompassing and
integrated than those on the lower levels. As a result, an entrepreneurial
orientation would seem to affect international growth, and entrepreneurial
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orientation and international growth would together affect the activities,
operations, and practicalities of everyday business. Thus, entreprencurial
orientation acting as a driver for an international growth process affects the
entire organisation. Entrepreneurial organisations follow a change pattern that
shifts from stability to revolution passes through stability and reverts back to
revolution again. These changes are driven by the entreprencur or the
entrepreneurial orientation of a company (Mintzberg & Westley, 1992).

“At the broadest level, change episodes and stages sequence themselves
over time form patterns of evolution that describe the overall history of an
organization.” (Mintzberg & Westley, 1992, 49.)

Cyert and March (1963), Weick (1969), and Pfeffer (1981) have found that
in the internationalisation process model a firm is seen as a loosely coupled
system comprised of different actors that have their own agendas. This is
particularly the case in large firms with several different operational
departments. However, in SMEs there may also be different actors with
different interests about how to develop their company. Therefore, introducing
an entrepreneurial orientation construct to SMEs characterised by a low
hierarchy could help to unify these interests and agendas slightly. This view is
also supported by the fact that an international growth process requires a major
change in a company which affects it throughout its body. This process
requires the effort of an organisation as a whole and brings together different
actors behind a shared common goal.

2.8 The organisational life-cycle model

In the limits of this study, the organisational life-cycle model is applied
instrumentally and partially by concentrating on mainly using the growth stage
of the model (see figure 3 adapted from e.g. Adler & Swiercz, 1997). The
model is used more to help the modelling of the international growth paths
than in the forming of the tentative theoretical framework. However, when
focusing on the stages models of internationalisation and growth, life-cycle
thinking implicitly enters the discussion. The basic tenets of the life-cycle
theories and models that have been proposed for understanding and managing
the strategic change processes of business organisations are that the
development of organisations over time follows prescribed stages. In each
stage they note that an organisation has evolved from the preceding stage,
either through incremental or revolutionary changes or crises, which have
made new demands of a company’s management (e.g. Chandler, 1962;
Steinmetz, 1969; Greiner, 1972; Kimberly & Miles, 1980; Tushman &
O’Reilly, 1996; Slevin & Covin, 1997; Adizes, 2004).
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Birth ' Growth + Maturity : Decline : Closing

Figure 4 The organisational life-cycle model and the focus of the research

The S-shape of the growth curve within the life-cycle model is highlighted
in figure 4. This has been observed to be a relatively typical growth curve for
small businesses (Steinmetz, 1969, 29). As with any widely applied model or
theory, the life-cycle model has been debated for years. Interestingly, the life-
cycle debate has arisen periodically over the last half century. In the writings
of several authors and researchers in different fields of research, the existence
of the debate is acknowledged, and its roots unveiled, but no final word or
suggestion for a solution has been provided (cf. Penrose, 1959; Kimberly &
Miles, 1980; Whetten, 1987). The number of articles classifying life-cycle
models, most often according to the number of stages, is enormous (see the
review by Quinn & Cameron, 1983), but their contribution has mainly been in
the establishment of a general research stream (Gupta & Chin, 1994, 270-271).
Indeed, the most often discussed problem associated with life-cycle models is
simply the number of stages (sometimes also referred to as phases), which are
placed on the bell-shaped curve. Larger models, with more than five stages,
are often labelled too detailed and laborious, whereas shorter models, with
only a few stages are seen as over generalising and simplifying (Lester &
Parnell, 2005, 203).

2.9 Seeing a process as a series of stages

Studying a dynamic phenomenon, such as international growth, through a
process perspective is justifiable, since a process, by its very nature, embraces
change, which is a cornerstone of dynamism. In particular, processes that are
not attached to a certain predetermined shape or sequence can be seen as truly
dynamic. In the case of stages models, this dynamism depends on their
application. In this study, the stages models are applied loosely mainly to give
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the studied phenomenon some outline, and not to mould the phenomenon into
a tightly set form.

To begin this sub-chapter, the different process logics of growth stages and
internationalisation stages are presented and illustrated. The basic difference in
the stages configurations is that the growth stages, particularly in
entrepreneurial growth, outline the internal development of a company, i.e.
how a company grows e.g. in capacity and in terms of its resource base and
organisation. The internationalisation stages outline the external development
of a company, i.e. how a company expands its presence e.g. in terms of its
geographical scope and international market share. Within the international
growth process these two stages processes can be expected to be intertwined
and combined in several different ways (see figure 5).
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growth process

[llustration of an internationalisation process

(5]

Foreign markets

[llustration of an international growth
process, where a company grows in the
domestic market and simultaneously
expands to foreign markets

[llustration of an international growth process,
where the company grows in the domestic
market and simultaneously grows its operations
abroad

Figure 5 The interpretative difference between growth and international
expansion'’

When looking at the internationalisation process, it can include growth as
an implicit character, and thus it could be also be interpreted as a possible
international growth process scenario in a similar way to the two illustrated
scenarios A and B within figure 5. Then again growth, presented as an organic
type of entreprencurial growth can often also occur only in the domestic
market and without any international aspect attached to it. As such,

7 An illustration of this interpretative difference and two possible general scenarios of the

international growth process are provided in figure 5, where objects resembling houses represent a
company and the smaller arrows the direction of the growth and internationalisation processes,
respectively. The smaller objects resembling houses on the internationalisation side of the figure
illustrate the foreign activities and units, through the establishment of which a company expands its
foreign presence. The dashed circles in the scenario alternatives represent the country markets, the
small ones being the foreign markets the company expands to or operates in, and the larger one the
domestic market of the company.
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approaching the growth and internationalisation processes first separately and
then providing some alternatives regarding their interconnectedness is the
method used to clarify this discussion.

In the figure the numbers illustrate the expansion in growth and
internationalisation from the smallest form (1), to the largest (3). On the
growth side of the figure a company grows in size, but it may remain in its
domestic market. The increased size is gained e.g. through investments in the
company, innovative products that bring in higher profits, or economies of
scale, i.e. operations and activities that enable the company to develop and
increase in size. Growth may proceed incrementally or in larger leaps, but it is
the result of the company’s behaviour and the skills and resources it possesses.
The focus is on the organic type of entrepreneurial growth that can also take
place through acquisitions in which the company remains the same legal
entity, rather than on mechanistic growth with shared ownership, such as
growth through joint ventures and strategic alliances. On the
internationalisation side the company expands its presence into foreign
markets, but its actual size may stay the same.

The two possible scenarios presented in figure 5 are mainly generalisations
of two alternatives on how the international growth process could materialise.
In scenario A the company grows in the domestic market and at the same time
expands its operations to foreign markets. In this scenario the operations in the
domestic market can fuel its domestic growth and also drive its
internationalisation effort. It is also possible in scenario A that the
internationalisation process has been started based by perceiving an
opportunity abroad or the observation that domestic growth possibilities are
decreasing, and thus foreign expansion will help to finance the company’s
domestic growth e.g. in terms of increased investments in domestic
manufacturing units to serve the needs of the foreign market. Scenario B
illustrates the growth of a company in both domestic and foreign markets.
Here the domestic growth could fuel the foreign growth and vice versa, or
both could drive their development independently through their respective
revenues. Domestic growth can take place as increased investments in
domestic operations, as also presented in scenario A. Foreign growth could
also take place as increased commitment e.g. by changing from a less
committed mode of operation to a mode that requires more investment, such
as from own direct exporting to the establishment of a foreign manufacturing
unit. It is also worth noticing that a hybrid of these two scenarios can be
presented, in which a company grows in the domestic market, and at the same



61

time both grows in its existing foreign operations e.g. as presented above, and
expands its foreign operations to more foreign countries.'®

The figure indicates that in international growth the process drives a
company to expand in different ways that are clearly visible, such as the
building of a new factory or the employment of new personnel, and in
measurable terms, such as in an increased number of produced units or cash
flow, or in more intangible terms, such as increased international exposure,
presence, or activity. It is also noteworthy to acknowledge that growth can
materialise without any internationalisation, whereas internationalisation may
often implicitly include the characteristics of growth.

A major stumbling block for the first stages models (e.g. Johanson &
Vahlne, 1977, 1990; Johanson & Wiedersheim-Paul, 1975) was that they were
based on small samples, which was a considerable impediment to their ability
to be generalised from (Oviatt & McDougall, 1997). Another criticism is that
they left the external business environment and its effect on the firm outside
their scope (Oviatt & McDougall, 1997, 95). Coviello and McAuley (1999)
have stated that the internationalisation stages theory takes too narrow a
viewpoint because the theory creates too myopic a view of a complex and
holistic phenomenon. The models have also been charged with taking a
reactive stand, which is, in business literature, often considered to be a less
competitive strategy (see e.g. Forsgren, 2002, 261 about the influences of
learning). In Scott and Bruce’s (1987, 47) growth model proactivity is
considered to be a key to success, whereas reactivity is likely to indicate
failure. Jones and Coviello (2005, 288) have also pointed out that
entrepreneurship can be comprehended as proactive behaviour and, according
to Casson (2000), proactivity is a precondition to innovativeness. Despite
these limitations, many took the stages models as given, even though some
authors (e.g. Johanson & Wiedersheim-Paul, 1975, 307) clearly enunciated the
restrictions of the model. Subsequently, many studies have been conducted
and alternative paths and additional stages have been presented (see e.g.
Luostarinen & Welch, 1990, 259, 262; Luostarinen, 1994; Leonidou &
Katsikeas, 1996; Kuemmerle, 2005). Additionally, Andersen (1993) presents
criticism of the stage models in that inadequate attention has been paid to the
time dimension of the process. Gankema et al. (2000, 16) also state that a lack
of longitudinal research and appropriate research techniques is partly behind
the criticism, as the stages configurations have not been exposed to a proper
empirical evaluation. However, the first stages models have maintained their
position as many new studies have kept them as building blocks and

" The scenario in which a company only grows outside of its domestic market resembles the

internationalisation side of figure 5.
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foundations to build on (e.g. Andersen, 1993 for several examples;
Bridgewater et al., 2004, 212; Hashai & Almor, 2004; Forsgren, 2005;
Fernhaber & McDougall, 2005, 125 for the organisational learning aspect;
Jones & Coviello, 2005).

Criticism has also been made of the stages of growth models in that firms
do not follow the growth models slavishly and can move forwards, backwards,
skipping stages, and exiting, or they can stay in one stage a relatively long
time (e.g. Churchill & Lewis, 1983, 34, 40; Scott & Bruce, 1987, 45, 49-51).
McMahon (1998) points out that a major weakness in the existing growth
models is that they are drawn from studies that use exploratory methods,
cross-sectional data, small and specifically chosen samples, and ignore, in
their focus, the early, prior to start-up stages of the growth process, and the
influencing factors of the external business environment.

2.9.1 Internationalisation stages models

Despite all the criticism made of the internationalisation process (IP) model, or
the stages theory (created e.g. by the Uppsala school), also known as the U
model, the basic assumptions of incremental development from stage to stage
as presented by the model are included in the framework, although some
modifications have been made to it. The first modification to the original IP-
model, which is developed on the framework of the theories and research
began by Luostarinen (1979, 1994), Johanson and Vahlne (1977, 2006), and
Johanson and Wiedersheim-Paul (1975), is that it is combined with the
innovation related internationalisation model, also known as the I model e.g.
by Cavusgil (1980), and the incremental models of foreign expansion by
Bilkey and Tesar (1977), Reid (1981), and Czinkota (1982). Born-globals (e.g.
Madsen & Servais, 1997; Gabrielsson & Kirpalani, 2004; Hashai & Almor,
2004; Knight & Cavusgil, 2004), as well as exits and stagnation within the
change process, are also kept in mind as possible development and process
options and are used as examples and inspiration in the framework. As the aim
is to capture international growth, these exceptions are acknowledged, but not
readily included in the tentative theoretical framework. It is also significant
that as the focus is on the international growth process, the stages of central
interest are those that concentrate on international activities. This leaves the
models that deal with export intentions, i.e. the pre-exporting and pre-
internationalisation stages, receiving less attention. Appendix 1 lists the
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different internationalisation stages models that are used in this study, whereas
figure 6 illustrates the formation of a synthesis of the existing approaches'”.

e N
Stage 1: Exporting based on unsolicited orders
(Wortzel & Wortzel, 1981; Varaldo, 1987; Rao & Naidu, 1992)
N J
N
Stage 2: Direct export activities operated from the domestic country
(Bilkey & Tesar, 1977; Cavusgil, 1980; Reid, 1981; Czinkota, 1982; Rao &
\Naidu, 1992; Crick, 1995; Petersen & Welch, 2002) )
e 3 3 N
Stage 3: Exporting through domestic agent agreements
(Fina & Rugman, 1996; Petersen & Welch, 2002)
N J
N
Stage 4: Exporting through foreign agent agreements
(Johanson & Wiedersheim-Paul, 1975; Fina & Rugman, 1996)
N J
N
Stage 5: Establishment of a company’s own foreign sales office
(Johanson & Wiedersheim-Paul, 1975; Varaldo, 1987; Luostarinen & Welch,
\1990; Fina & Rugman, 1996; Petersen & Welch, 2002) )

e N
Stage 6: Establishment of production cooperation with a foreign representative
(Fina & Rugman, 1996)

- J

Stage 7: Establishment of a foreign manufacturing subsidiary
(Johanson & Wiedersheim-Paul, 1975; Luostarinen & Welch, 1990; Fina &
\Rugman, 1996)

Figure 6 The synthesis of the internationalisation stages for the theoretical

framework

For the purposes of this study, seven internationalisation stages were
formulated based on the existing literature. These seven stages, outlined in
figure 6, represent an average, as in the existing models the number of stages
varies from four to nine (see appendix 1), but the number of stages is
considered to be broad enough to enable the representation of a multitude of
different internationalisation paths. The reasons for choosing these
internationalisation stages for the proposed theoretical model are many.
Firstly, as the focus is on international growth, the stages that precede
internationalisation, i.e. export activities, are excluded. Secondly, the focus is

' For a broad review of internationalization stages, i.e. export development process models, see

Leonidou and Katsikeas (1996, 522). For a review of internationalisation models and classifications
and their comparison, see also Mékinen (1987).
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on materialised internationalisation, which leaves out those stages that
concentrate on intentions and the consideration of export feasibility. Thirdly,
as the theoretical model aims at describing the actual international growth
process of the firms, the internationalisation stages applied are aimed to be
relatively practical and clearly separable from the other stages.

2.9.2 Growth stages models

The growth theories and models in the framework concentrate mainly on the
growth stage theories, although the classic theory by Edith Penrose (1959;
1995) is used for gaining a broader picture about a firm’s growth process. The
stages of growth theories and models employed in the framework were
created, among others, by Galbraith (1982), Scott and Bruce (1987), and
Churchill and Lewis (1983). Many of the growth stages models are often
considered to be part of the OLC models, where growth represents only one
stage in the lifespan of an organisation. In this study, the OLC models are
mainly employed to give shape to international growth path modelling, and
only those OLC models that concentrate more on growth are included.
Appendix 2 presents a list of the different growth stages models applied in this
study. The existing growth stages models are numerous and vary in their
number of stages and content. For the purposes of this study, seven growth
stages models were formulated.”® The number of stages in earlier growth
studies has varied from three to five, whereas the descriptions of the contents
of the stages have been quite broad. As such, some of the stages models from
earlier research were divided into seven, clear and distinctive growth stages.
Figure 7 illustrates a synthesis of the existing growth stages models and the
formulation of the selected seven stages.

2 This number of stages is the same as in the internationalisation stages, which provides a balance

to the theoretical model. However, the main aim is to provide as flexible and as broad a theoretical
frame for international growth as possible. This is accomplished through the use of a relatively large
number of stages.
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/Stage 1: Founder-led start-up and innovation

(Steinmetz, 1969; Greiner, 1972; 1998; Galbraith, 1982; Churchill & Lewis, 1983;
Robinson, Pearce, Vozikis & Mescon, 1984; Whetten, 1987; Scott & Bruce, 1987,
Kazanjian & Drazin, 1989; Dodge & Robbins, 1992; Hanks, Watson, Jansen &

\Chandler, 1994; Churchill, 1997; Lester, Parnell & Carraher, 2003) )

/Stage 2: Feasibility and gaining position h
(Thain, 1969; Greiner, 1972; 1998; Barnes & Hershon, 1976; Galbraith, 1982; Churchill
& Lewis, 1983; Robinson, Pearce, Vozikis & Mescon, 1984; Scott & Bruce, 1987,
Kazanjian & Drazin, 1989; Dodge & Robbins, 1992; Churchill, 1997; Lester, Parnell &

\Carraher, 2003) )

/Stage 3: Success and growth through repetition and delegation h

(Steinmetz, 1969; Thain, 1969; Greiner, 1972; 1998; Galbraith, 1982; Churchill &
Lewis, 1983; Robinson, Pearce, Vozikis & Mescon, 1984; Scott & Bruce, 1987,
Kazanjian & Drazin, 1989; Dodge & Robbins, 1992; Hanks, Watson, Jansen &

\Chandler, 1994; Churchill, 1997; Lester, Parnell & Carraher, 2003)

J

p
Stage 4: Organisation and strategising and managing and planning
(Thain, 1969; Greiner, 1972; 1998; Barnes & Hershon, 1976; Galbraith, 1982; Scott &
\Bruce, 1987; Kazanjian & Drazin, 1989; Hanks, Watson, Jansen & Chandler, 1994)

Stage 5: Renewal through constant development
(Greiner, 1972; 1998; Whetten, 1987; Scott & Bruce, 1987; Hanks, Watson, Jansen &
\Chandler, 1994; Lester, Parnell & Carraher, 2003)

p
Stage 6: Stability and the choice of direction
(Galbraith, 1982; Churchill & Lewis, 1983; Whetten, 1987; Scott & Bruce, 1987,
\Kazanjian & Drazin, 1989; Dodge & Robbins, 1992; Churchill, 1997)

p
Stage 7: Decline or new growth
(Hanks, Watson, Jansen & Chandler, 1994; Lester, Parnell & Carraher, 2003)
&

Figure 7 The synthesis of the growth stages for the theoretical framework

The formulation of the growth stages for the proposed theoretical model
aims to serve two purposes. Firstly, it aims to provide a summary of the stages
of the growth stages models presented in this research. Secondly, it aims to
provide a set of stages that are applicable to the description of the growth
dimension of the international growth process of the studied firms. In the
proposed growth stages, the stages in the existing models are chosen and
grouped in manner that should lead to clearly separable stages that are
applicable in practice. Nevertheless, it is worth observing that the growth
stages outlined above do share some common features and slightly overlap.
This issue has been acknowledged in the study in that the stages
predominantly only sketch out how growth could proceed in theory. In
practice it is expected that the exact content and sequence of the stages varies
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across the cases, and modifications are needed. The criticism of the growth
models has been discussed in the earlier chapters of this study, and it has to be
noted that a typology that does not have distinctive categories or that is
sharing some common features is not the best possible. However, in the
confines of this study, these growth stages are considered usable and their
overlap is not considered to be a fatal flaw since the empirical data is expected
to bring new insights and thus generate changes for the tentative theoretical
framework.

2.9.3 Entrepreneurial orientation and behaviour

Entrepreneurial orientation is applied as the driver and explanatory factor
behind the international growth process. This choice was made because
entrepreneurial orientation as a construct fits the SME context and it is not
limited merely to the personas of the entrepreneurs and it is an umbrella term
for several issues, of which, many are related to internationalisation and
growth models. The main focus in the entrepreneurship theories is on the
entrepreneurial orientation models (e.g. Miller, 1983; Stevenson & Jarillo-
Mossi, 1986; Stevenson & Jarillo, 1990; Covin & Slevin, 1989; 1990; 1991;
1993; Lumpkin & Dess, 1996; 2001; Moreno and Casillas, 2008) and the
classical works by Schumpeter (1934), Kirzner (1973), and Casson (2000,
2005), which are employed in the study as background information for the
analysis of entrepreneurial behaviour and culture within the SME context.

The characteristics of entrepreneurial orientation, also called
entrepreneurial orientation factors, vary depending on the author and the
viewpoint. The most frequently discussed factors are innovativeness,
proactiveness, and risk-taking. Some authors add autonomy and competitive
aggressiveness to this list and different terminology or wording for similar
stages is also applied, while different factors are introduced in other cases. In
this study five factors were selected because they represented the broadest
spectrum of the most frequently used factors that are used when discussing
entrepreneurial orientation. Appendix 3 lists different approaches to
entrepreneurial orientation and figure 8 outlines a synthesis and its formulation
of the entrepreneurial orientation factors selected for this study®'. The contents
of these factors, as they are understood in this study, were outlined in sub-
chapter 2.6. To compensate for the possible limitations imposed by the use of
these five main entrepreneurial orientation factors the literature on

2 The order of the factors does not attempt to indicate any difference in value or importance

between the factors.
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entrepreneurial behaviour has been employed for this study. Naturally these
two share many features and overlap to some extent, but they can also
compensate for each other.

\

/Factor 1: Innovativeness

(Miller, 1983; Covin & Slevin, 1989; 1990; 1991; 1993; Zahra & Garvis, 2000;
Lumpkin & Dess, 1996; 2001; Brown, Davidsson & Wiklund, 2001; Antoncic &
Hisrich, 2001; Bamber, Owens, Davies & Suleman, 2002; Wiklund & Shepherd,
\2005; Kropp, Lindsay & Shoham, 2008; Moreno & Casillas, 2008) )

/Factor 2: Risk taking N
(Miller, 1983; Stevenson & Jarillo-Mossi, 1986; Stevenson & Jarillo, 1990; Covin
& Slevin, 1989; 1990; 1991; 1993; Zahra, 1991; 1993; Lumpkin & Dess, 1996;
2001; Brown, Davidsson & Wiklund, 2001; Bamber, Owens, Davies & Suleman,
2002; Wiklund & Shepherd, 2005; Kropp, Lindsay & Shoham, 2008; Moreno &
Casillas, 2008)

\

J
/Factor 3: Proactiveness h
(Miller, 1983; Stevenson & Jarillo-Mossi, 1986; Stevenson & Jarillo, 1990; Covin
& Slevin, 1989; 1990; 1991; 1993; Zahra, 1991; 1993; Zahra & Garvis, 2000;

Lumpkin & Dess, 1996; 2001; Antoncic & Hisrich, 2001; Wiklund & Shepherd,
\2005; Kropp, Lindsay & Shoham, 2008; Moreno & Casillas, 2008) )

4 N
Factor 4: Autonomy

(Lumpkin & Dess, 1996; 2001; Bamber, Owens, Davies & Suleman, 2002)
.

p
Factor 5: Competitive aggressiveness
(Covin & Slevin, 1989; 1990; 1991; 1993; Lumpkin & Dess, 1996; 2001)
&

Figure 8 The synthesis of the entrepreneurial orientation factors for the
theoretical framework

These factors of entrepreneurial orientation were chosen for the proposed
theoretical model because they best summarise the multitude of existing
models and provide the widest spectrum of alternatives to work with in
relation to the explanatory factors required for the model. In particular the
described contents™ of the listed definitions add further depth to the chosen
factors.

Within the entrepreneurial SMEs, which refer to SMEs oriented to
entrepreneurial behaviour, learning, experiencing, strategising, opportunity
exploration and exploitation, risk taking, and innovativeness are seen as

22 See appendix 3 for further details and descriptions of the entrepreneurial orientation factors

provided by earlier research.
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internal factors that affect the international growth process. External factors,
which are expected to possibly influence the international growth process, are
the Internet, the EU, trade unions and employee and employer agreements,
government policies and support systems for SMEs and entrepreneurs,
legislation, competition and the market situation in Finland, trends in the
(global) economy, and developments and shifts in technologies and within
industries (see e.g. Young, 1990; Buckley, 1991; Slevin & Covin, 1998; Zahra
& Garvis, 2000; Ruzzier et al., 2006, 477).

2.10 Operationalising the synthesised theoretical framework

Time plays a central role in studies dealing with processes and development.
Since an attempt is made to model the international growth paths of the cases
and to derive, from the individual paths, a general understanding for the
international growth process, the theorising of time (e.g. Hurmerinta-
Peltomiki, 2001) and the life-cycle model (e.g. Scott & Bruce, 1987, 47;
Hanks et al., 1993; Hytti & Heinonen, 2000), derived from the organisational
life-cycle (OLC) model (e.g. Chandler, 1962; Greiner, 1972; 1998) and
product life-cycle (PLC) model (Levitt, 1965; Vernon, 1966), are included in
the theoretical approach. The theoretical framework and the relations of the
different theories and models within it are illustrated in figure 9. The
internationalisation and growth stages models represent the descriptive
theories answering the ‘what’ question, e.g. what is the studied topic all about,
what issues take place in the process, and what is the structure or outlook of
the process. The entrepreneurial orientation model answers the ‘how’ and
‘why’ questions within international growth, e.g. how the process is realized,
how the company features influence the process, and why international growth
takes place.

The relationships and connections between the different theories and
models have purposefully been left relatively loose in the tentative theoretical
framework. This has been done because the studied phenomenon is expected
to be so complex and multifaceted that existing theories are not expected to be
able to explain and describe it entirely. As stated earlier, the purpose of the
theoretical framework is to provide an outline and also to structure the
international growth process and let the empirical data reformulate it in the
form of definition and theory development, and thus hopefully improve the
explanation of the phenomenon.
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The framework in figure 9 is very general and rough and cannot, as such, be
assessed with empirical research data. To aid assessment, the figure is
modified and, in a sense, “operationalised”” (see Johanson & Vahlne, 1990)
in a form that allows empirical data to be positioned and an analysis conducted
in all the cases in a consistent manner. The loose combination and the main
roles of the theories and models within the framework is illustrated in figure
10 and the operationalised theoretical framework in figure 11.

A THE EXPLANATORY
i THEORIES AND MODELS OF
INTERNATIONAL GROWTH
Proposed
internationalisation™] Proposed
stages - entrepreneurial
orientation
- factors Expected
international
- growth curve
THE DESCRIPTIVE T T T 11 >
THEORIES AND
MODELS OF Proposed growth stages
INTERNATIONAL
GROWTH
Figure 10 The positioning of theories and a possible SME international growth

curve in the operationalised framework

In figure 10 the combination and roles of the different theories within this
study are presented, as is an example of an expected SME international growth
curve. The growth and internationalisation stages form the descriptive part of
the framework, which is indicated as the dark grey area in the figure. These
theories give form and shape to the process in that they illustrate the
internationalisation and growth development of a company for each stage. The
entrepreneurial orientation factors form the explanatory part of the framework,
which is shown as the light grey area in the figure. The entrepreneurial
orientation provides some explanation of the process and its shape and

3 Another operationalisation that has been developed for the export stages model (also called the

U-model) is referred to as export intensity and export involvement has been operationalised by the
export/sales ratio (see e.g. Cavusgil, 1980). The stages in the I-model have been operationalised by
the ratio of export sales to total sales (e.g. Gankema et al., 2000, 17). This operationalisation is closest
in resemblance to the one used in this study, where the share of exports to the total annual revenue is
the adopted operationalisation.
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demonstrates the entrepreneurial features characteristic of a certain
international growth stage. Figure 11 illustrates, in more detail, the proposed
theoretical stages and factors that could be related to the SME international
growth process. In the figure the stages are placed on a traditional sequential
pattern on the axes and the entrepreneurial orientation factors are positioned
within the grid. This does not indicate, however, that the layout of the
operationalised theoretical framework is unchangeable, or in any sense final or
fixed, but simply illustrates the framework with all its parts. Despite the notion
in the conceptualisation of internationalisation and growth that they are
interconnected within international growth, this framework presents them as
relatively loosely coupled phenomena on a separate axis. This is done solely
for the sake of clarity and the ability to unravel the phenomenon and to
structure it in order to provide a more comprehensible picture. The choice of
representation is mainly related to the technical issues of the research, and not
to indicate that internationalisation and growth would necessarily be separated
from each other within the international growth process. The framework in
figure 11 presents the basis on which the empirical data is positioned for
analysis and shows how the individual international growth curves developed
for each SME case. However, the empirical data and findings of the analysis
are expected to reformulate the theoretical framework in the form of theory
development and new, emergent insights on what international growth
contains. It is also expected that the framework may be different for each
company, and, as such, no universal, unchangeable framework has been
sought.
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The boxes in figure 11 depict the proposed internationalisation and growth
stages, which were identified from the existing theories and models. The
boxes begin at a stage in the models where some internationalisation and
growth activities in the companies already exist”’. The proposed
entrepreneurial orientation factors that are expected to be working behind the
international growth development in each stage are placed on the grid as an
example of all the factors that could be found under the umbrella of
entrepreneurial orientation. The sizes or sequence of the boxes in the
framework do not indicate any different value or importance between them.
All the stages and the entrepreneurial orientation factors are treated equally.
Regarding the internationalisation stages, they indicate different entry modes
and a company’s increased commitment and engagement of resources at
different stages. As such, a company can move from one stage to another and
thus increase its international involvement. However, one export mode can
also be exited and another entered, or different modes can be simultaneously
applied, also entering a mode does not require the application of the earlier
modes. Similarly, a latter mode does not include the earlier modes explicitly or
implicitly. One can, for example, first use direct exporting and then move
directly to the establishing of one’s own foreign sales office and skip the use
of agents altogether. When turning to the growth stages, the earlier stages are
usually included in the latter ones. Of course a company can skip growth
stages and experience more than one stage at a time, but when growing, the
earlier stages are, in a way, implicitly within the later stages. The feasibility of
business usually precedes other stages, whereas renewal through development
implicitly requires one stage or more to precede it. Time, as well as the life-
cycle construct, are implicitly present in the framework in figure 6, as the
development of the international growth process is expected to follow, at least
to some extent, the direction of the arrows on the axes, in other words, it
increases upwards and/or left during the observation period.

2.11 Combining theories

The combination of theories and models within a piece of research is a form of
triangulation (see e.g. Jick, 1979; Oppermann, 2000). In addition to the
benefits associated with theory triangulation, Gankema et al. (1997, 194),
among others, state that integrating theories may bring further insights into the

* The original internationalisation and growth models begin with stages where there are no

international or growth activities within the firms. When trying to depict and explain international
growth, these stages are considered important, but not seen as parts of the actual process when
international growth starts to develop.
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research. This is particularly true in case studies where the existing theories do
not seem to adequately describe the studied topic. According to Leonidou and
Katsikeas (1996), existing export development models provide scarcely any
explanation as to how and why an export development process takes place.
Therefore, combining the entrepreneurial orientation and research findings
from the entreprencurship, strategy, and management fields can increase the
explanatory power of the mostly descriptive export models in international
business research. However, Madsen and Servais (1997) note that in order to
be able to understand the internationalisation process, the environmental
conditions of a firm need to be understood. The environment can be seen to be
made up of actors and circumstances in both domestic and foreign markets. In
this study, the influences of the external business environment in an
international growth process are acknowledged and included in the theoretical
framework as more than mere context.

There are several issues, which need to be taken into consideration, when
combining different theories to form one theoretical unity. As already stated,
the internationalisation, growth, and entrepreneurship theories are seen to
possess some process features. This works as a unifying factor between them
and enables their combination. However, from a strategic viewpoint the
theories have a different stance. The internationalisation and growth theories
are mainly seen as reactive in nature, whereas the entrepreneurship theories
are seen as being more proactive in nature. This problematic issue can be
bridged with the aid of two observations. Firstly, the theory of international
entrepreneurship, which is a combination of internationalisation and
entrepreneurship theories, has survived criticism and is one of the most vibrant
research areas within entrepreneurship research. Secondly, the descriptive part
of the framework is constituted by internationalisation and growth theories,
which do not hold such a profound difference in their strategic orientation. As
the entrepreneurship theories are used to explain why an international growth
process takes place, and are consequently not welded into the grid of the
framework in a similar fashion to the other theories, this difference in the
welded seams is not expected to have a notable influence on the workability of
the framework. International entrepreneurship is often seen as an intersection
between internationalisation and entrepreneurship research streams (see e.g.
Dana, Etemad, & Wright 1999; McDougall & Oviatt, 2000). Nevertheless,
international entrepreneurship is not applied as such in this research as an
adequate theoretical connection between the two research traditions for the
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purposes of this study®, has already been demonstrated in the positioning of
this research.

As most theoretical frames are simplified attempts to describe real-life
phenomena, this framework may only partially reveal answers. Problems may
occur in the stages models, when the empirical findings do not follow the
existing stage constructs and sequences and the existing theories are unable to
describe the international growth change process. However, one cannot force
the empirical data into a designated framework without violating the richness
of the data and the possible emergent findings. In this respect, the chosen in
vivo approach is justified (Andersen & Kragh, 2007.) On the other hand, the
chosen factors within the entrepreneurship theories may not explain the entire
process and additional, emerging factors may need to be included and unused
factors excluded. However, keeping in mind the focus of this research, the
explanatory factors are first and foremost sought from entrepreneurship
theories, and if that line of inquiry runs dry during the research process, other
explanatory factors are sought from other disciplines. The in vivo approach
inevitably leads to situations within this research process where adjustments to
the original, tentative theoretical framework are necessarily required. These
adjustments will take place in the form of theory development, which is led by
the empirical findings. This follows the basic notion of iteration (see e.g.
Dubois & Gadde, 2002). With regard to definitions, the derived theoretical
working definition will go through the same trial as the theoretical frame, and
the final definition of international growth can only be settled on after the
different paths of the case SME international growth processes have been
empirically observed.

% For a more thorough discussion about the connection between internationalisation and

entrepreneurship theories, see e.g. Hallbdck, Paavilainen, and Soderqvist (2007) and Hallback,
Paavilainen-Méntymaéki, and Soderqvist (2009).
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3 THE PHILOSOPHICAL UNDERPINNINGS,
METHODS AND APPROACHES

3.1 Methodological choices

The following sub-chapters present the philosophical underpinnings of this
research. The study at hand approaches the research topic in a manner that
combines both the characteristics of an inductive as well as a deductive
research. The approach representing this chosen stand is the in vivo and it is
outlined in the first sub-chapter. In the second and third sub-chapter the
philosophical stand point of the study is outlined from two perspectives; the
research aim and the research approach. The discussion on the research aim is
more practical as it concentrates on the conduct and execution of the research
process. The discussion on the research approach concentrates more on the
epistemological discussion and positions the study within other
epistemological frameworks.

3.1.1 The in vivo approach

In this thesis research, the theoretical frame is approached via in vivo research
(Andersen & Kragh, 2007; 2008 forthcoming). This approach combines the
deductive and inductive research designs, but not in the manner of a
straightforward abductive research or a grounded theory. Why then is this
approach selected? The aim is to maintain theoretical flexibility when
applying case studies to theory development. According to Glaser and Strauss
(1967) and Weick (1989) the researcher has the danger of becoming too
predetermined and locked in a certain theoretical base. This can limit a
researcher, if the researcher chooses to look in the analysis only for those
issues and ideas that were introduced by the theory. This then jeopardises the
emergence of new insights and the possibility to introduce developments and
refinements to existing theories. However, according to Burrell and Morgan
(1979), Miles (1979), and Strauss and Corbin (1990), a researcher
undoubtedly also needs to have some preliminary comprehension of their
research topic, and its field and context, before any purposeful entry into the
field is possible. Preliminary knowledge about theories enables a researcher to
focus on the topic and ascertain, from the vast amount of data, the essential
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issues from the non-essential. This provides a researcher with the required
theoretical sensitivity. In the in vivo approach the researcher has preliminary
knowledge of what theories and models could constitute a theoretical
framework for the research, but this knowledge is affected by the observation
that there is no suitable framework readily available. As a result, the
theoretical framework that is formulated in the beginning of the research is
expected to change and constantly evolve during the research process based on
the findings of the empirical research Thus, the resulting theoretical
framework may be something completely different. The characteristics of the
in vivo approach, based on Andersen and Kragh (2007, 7; 2008, 7) are
presented in table 1.

Table 1 The characteristics of the in vivo approach

In vivo

Ontological assumptions about | Associated with critical realist assumptions
the nature of knowledge

Role of existing theory in Theories as inspirational sources used to frame

theory building research projects and continuously understand
developments in the empirical data

Theory building approach Theory building ads interpolation —

complementary theories are used continuously to
refine and adjust a pre-existing theoretical

framework
Stage and mode of theory Single-perspective use of theory in the
involvement preparation and early data collection stages,

which may later be extended and refined

Starting from the ontological assumption, this study falls in the realist, and
to some extent, critical realist perspective (see e.g. Stiles, 2003. This is
articulated through the fact that, although the structured theoretical framework
is a product of the researcher’s interpretation, the existence of a reality
accessed through the empirical research is not denied. Therefore, a researcher
has a preliminary comprehension of the reality of the research environment
through the theories, but this does not limit the researcher’s ability to discover
the empirical reality and refine and re-formulate the theoretical framework and
gain a deeper knowledge of the studied phenomenon (e.g. Easton, 2002).

The role of the theoretical framework is that it aims to give some structure
to the study and the phenomenon, even if the structure were to be refuted
based on the empirical findings. As such, the theoretical frame is a starting
point for the case selection, the development of the working definition, and the
empirical data collection. Here the iterative nature of the research process
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comes about, but not as strongly as expressed by Dubois and Gadde (2002) or
Eisenhardt (1989). The thoughts by Ragin (1992) are closer to the approach
applied here; theory and data are regarded as two interrelated processes
occurring at the same time. This means that the researcher simultaneously
makes sense of the theory through the empirical data and applies theories in
the analysis to gain results from the empirical data. This, in turn, leads to the
third text row in table 1. The theoretical framework is built on several theories,
which were chosen in the early, pre-empirical stages of the study. Within the
framework the theories and their combination is reformulated and altered
during the research process to meet the empirical data. This can be compared
to interpolation, where old theories and concepts are discarded from the
framework and new ones are introduced in order to find a fit between the
empirical data and the theory (see Weick, 1989). However, in this study a set
of theories are combined and this combination is modified gradually during
the research process based on empirical evidence, though the theories are not
changed or complemented with other theories.

Finally, the stage and mode of theory involvement partially follows the in
vivo approach with regard to the premises of this study. The theoretical
framework was constructed before the data collection was begun. Similarly,
the theory framework has been modified during the research process.
However, the study did not commence with one grand theory that would later
on be extended and refined. On the contrary, the framework already contained
several theories. This was due to the fact that for international growth there
was no readily available theory, a fact which necessitated the formulation of
an approach from several associated and close-to-the-topic theories. Despite
this difference between the in vivo definition and its practical application in
this study, the approach selected, i.e. the schools, models, and theories of
internationalisation and growth in international business and entrepreneurial
orientation in entrepreneurship, has been established for a long time and has
relatively long research traditions (Andersen & Kragh, 2008, 27).

3.1.2 The influence of the research aim

With reference to the philosophical discussion of the study, the researcher
aimed to stay as objective as possible during the entire research undertaking.
Particular attention was paid to this, as the aim was to keep the collected data
as free from theoretical presetting as possible. The researcher also wished to
obtain data in a manner that would not force the data into existing theories and
concepts, but provide room for the interviewees’ own interpretations and
emergent issues. The chosen case study approach is usually a means for
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collecting profound data about a topic, which is either very unique or not yet
very well-known (e.g. Yin, 1991). Both of those properties apply to this study
in relation to the aim of describing and exploring the international growth
paths of SMEs. Hence, the theory and definition development attempt to
describe international SME growth and bring a strong methodological
emphasis to the thesis. In an attempt to develop and evaluate the theories, and
provide theoretical contribution a certain level of generalisability is also
needed (e.g. Jones & Coviello, 2005). This need is met by applying a multiple
case, multiple method approach, as well as data from different sources and
temporal settings. In other words, method and source triangulation is applied
(see e.g. Jick, 1979; Flick, 1992; Oppermann, 2000).

When considering the positioning of the study within the research tradition,
the study is somewhat theory driven, which could indicate it to be deductive in
nature. This follows on from the fact that the research commenced with an
extensive literature review to uncover the research gap. However, the in vivo
approach meets better the research strategy of this study, as it begins with
theory, but is open to constant changes in the framework (Andersen & Kragh,
2007; 2008 forthcoming). The lack of international growth theory and
definition, and the relatively rare emphasis on research methods within the
international business research context were among the main drivers of this
research. This also mirrors the method of procedure of the research process,
which resembles a relatively classical one, in which the theoretical framework
and the methodological approach are formulated before the collection of the
empirical data has begun. On the other hand, the theoretical basis is expected
to be reformulated and modified according to the results drawn from the
empirical study and the analysis of the research data. This indicates, to a
certain extent, that the research is relatively iterative, and resembled an
abductive regime, as most thesis studies do (Dubois & Gadde, 2002). In
studies attempting to develop and build theory, this approach is commonly
used and is, in a sense, necessary. In this study, however, the in vivo approach
suggested by Andersen and Kragh (2007; 2008), resembling the abductive and
grounded theory approaches, is applied.*® Clearly, the study is not inductive in
nature because of its early theoretical and methodological emphasis, at the
expense of a start based purely on empirical research material. On the other
hand, the study is neither purely deductive, as the theoretical framework is
altered during the research undertaking and the analysis of the empirical data
is open to emergent findings. To illustrate the positioning of the study, on the

% In vivo approach shares similar features with systematic combining, i.e. abduction (Dubois &

Gadde, 2002) and with iterative grounded theory (e.g. Orton, 1997). However, the form of in the vivo
applied in this research is more subtle and does not follow either of the two aforementioned
approaches directly. (See Andersen & Kragh, 2007, 8.)
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inductive-deductive in vivo roadmap, the hermeneutical line of thinking used
during the research process has been illustrated in figure 12.

Conducting
the survey
data analysis

ollection
of survey

Secondary ;
data / Preparation
collection / of the
developed
Re- research
formulation approach
Selection of of the \
theories to theoretical \,
the framework Collection
theoretical of narrative
framework interview

data

Drawing the
path models

Conducting
the
interview

Writing the
narrative
case

descriptions

Figure 12 The in vivo process, the hermeneutic circle, of the study in the

inductive-deductive discussion

Figure 12 represents the process as a hermeneutic circle, or a spiral, where
an understanding of the research process comes about gradually (Gadamer,
2004, 29; Hirsjarvi, Remes & Sajavaara, 2004, 15). One cannot definitely
define the research topic or theorise it, but it is possible to obtain knowledge
about it that leads the research forward (Gadamer, 2004; Ricceur, 2008).
According to Miles and Huberman (1994), patterns of organisational change,
such as international growth, can be observed by moving back and forth
among the timeline of the change process, the theory and the data, and the
research topic and its real-life context. The circle illustrates that even though
the reformulation of the theoretical framework often received a development
thrust after the intervention of the empirical data, the reformulation of the
theoretical framework took place at the same time as the data collection and
analysis. In relation to this, it is worth emphasising that, although this study is
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somewhat incremental and iterative in its approach, it is not abductive and
therefore the reporting of the study does not literally follow the sequence
described by Dubois and Gadde (2002). In this study, the empirical data is
mainly used to provide a further and deeper understanding of the international
growth process of SMEs, to refine and evaluate the constructed cross-
disciplinary theoretical approach, and provide an empirical and practical
application of the developed methodological approach.

From its theoretical underpinning, the study attempts, not only to describe,
but also to explain the international growth process. As already mentioned in
the theoretical framework section, the theories of internationalisation, growth,
and change serve mainly as descriptive theories for creating a structure for the
international growth process, whereas the theories of entrepreneurship work as
explanatory ones, which provide the grounds and reasoning for why an
international growth process takes place. The study is also interpretive in that
it seeks to find the emergent patterns of the international growth process of
SMEs. This is manifested in the aim of modelling the international growth
paths of the case companies by instrumentally using the organisational life-
cycle model. In order to detect as many different international growth change
process paths as possible this research employs the multiple case approach
described in the earlier chapters. An explanation of and the background to the
path models is then given in the written case descriptions. This is done in
order to demonstrate that the study adopts a realist stance (e.g. Stiles, 2003).
Furthermore, to gain a more profound understanding of the different methods
and research approaches, which are utilised in the study, the literature dealing
with the philosophy of science, which addresses the qualitative and
quantitative research methodologies, the relation between them, and their
evaluation and assessment within and across the scope of international
business, are also briefly elaborated on within the scope of this study (e.g.
Long, White, Friedman & Brazeal, 2000; Onwuegbuzie, 2002).

Turning to the limitations in the conducting of the study it can be seen that
the working definition sets certain limitations on the study. The working
definition concentrates on the share of international operations to the total
annual revenue, whereas the increase in market share could also have been
used, as secondary data about its development is equally available. The
development in a market share can both indicate the growth a company
experiences in the markets it already operates in and its new foreign markets.
However, information about market share is often rather subjective, as the
information concerning it is mostly derived directly from the companies
themselves. Market share is also a fairly relative concept that is often unable to
present exact numbers. Additionally, market share is a strategic and market
position related concept, in which measurement is more difficult than the
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obtaining of numerical and relatively objective figures depicting export
development.

3.1.3 The influence of the research approach

From the philosophical viewpoint, the developed approach shares features
with ethnography, but is not in the pure sense described e.g. by Atkinson and
Hammersley (1994) (see also Flick, 1998), since the studied object,
international growth, is identified as the topic of interest, despite the fact that
the deepest essence of the topic has not yet been fully uncovered or captured.
On the other hand, the approach is not grounded theory either, as it applies
existing models, theories, and approaches and multiple-methods, even though
it tackles a relatively unknown research topic (e.g. Ekanem, 2007,
McGaughey, 2007). The research belongs more to the realist perspective, as it
aims to be more holistic and relevant in its methodological and theoretical
choices and trust in triangulation, which stands in contrast to the extremes of
grounded theory and pure positivism/empiricism and their underlying possible
pitfalls (Boje, 2001; Stiles, 2003; Maxwell, 2004). Realism is an appropriate
scientific paradigm for studies that aim at describing and explaining complex,
social science phenomena (Healy & Perry, 2000), such as processes in social
reality (Maxwell, 2004, 246-247). According to Madill, Jordan, and Shirley
(2000, 3)

“Three realist epistemologies can be distinguished: naive, scientific, and
critical. Naive realism asserts a correspondence theory of truth in which the
world is largely knowable and just as it appears to be. Scientific realism adds
that, although fallible, the scientific method can tap true representations of the
world and is the best mode of inquiry. Critical realism, on the other hand,
contends that ‘the way we perceive facts, particularly in the social realm,
depends partly upon our beliefs and expectations’ (Bunge, 1993, 231).”

Czarniawska (2002, 733) quotes Brown (1977; 1987)* in discussing
“symbolic realism”, where people are creators of their own worlds and they
see the pragmatically constructed world as the real one in which they operate.

The research at hand falls in between scientific realism and critical realism
in that a scientific method is developed to observe the international growth
process in five case study SMEs in the way the companies experienced it
during the research period. At the same time, the researcher has attempted to

2" Original sources: Brown, R. H. (1977) A Poetic for Sociology: Toward a Logic of Discovery for

the Human Sciences. Cambridge University Press. New York. Brown, R. H. (1987) Society and Text:
Essays on Rhetoric, Reason, and Reality. University of Chicago Press: Chicago.
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remain as objective and as detached as possible from influencing the inquiry,
i.e. the data collection, and the analysis of the data. This loosely follows the
ideas presented by Healy and Perry (2000, 121), where in depth interviewing
and instrumental case studies in theory building research are considered to fall
within the realm of realist research. Critical realism is visible in this research
through method triangulation, i.e. the multiple-method approach, and source
triangulation. The triangulation of methods manifests critical realism through
retroduction, i.e., it enables the sensible combination of different insights into
the same phenomenon, the studied topic. Methods and sources are combined
in this study to elucidate the studied phenomenon in as much empirical detail
as possible and to develop theory through the elaboration of the found
insights. The ontological basis of critical realism supports this application of
triangulation (Downward & Mearman, 2007). The philosophical and
methodological positioning of the study is demonstrated in figure 13, which
has been adapted from Burrell and Morgan (1979, 3).
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approach to . approach to
PP The subjective- pproa
science T . science
objective dimension
- .
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'f.i:' = own positioning in the study
Figure 13 The philosophical and methodological positioning of the study

According to Buchanan and Bryman (2007), the choice of research method
affects the way reality is approached and brought into the study. This is
relatively obvious, since the methods are the media through which the
interviewees are approached, and reality is examined. Realism is also reflected
in the manner the data is treated in the study, i.e. the international growth
processes are described as richly, abundantly and colourfully as the data
enables (Stern, 1973). According to Easton (2002), a theoretical framework is
a starting point for research, but it does not limit the existence of an empirical
reality outside the research process. Similarly, Guba and Lincoln (1994) and
Merriam (1988) see realism in a manner that enables a researcher to discover
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the real world, despite it only being imperfectly comprehensible. The
alteration of the theoretical framework based on the emergent findings in the
data analysis mirrors this argument. Additionally, through realist triangulation,
including the use of multiple research methods, data sources, and theories, it is
possible to assess the reliability of qualitative analysis (e.g. Flick, 1992;
Madill et al., 2000; Oppermann, 2000). This is acknowledged in this study, as
several methods and data sources are applied to assess the consistency of the
findings, and as prolonged engagement with the process is achieved with a
longitudinal approach (Brannen, 1992; Tashakkori & Teddlie, 2003b), despite
not taking the positivist approach of verifying the different data against one
another and merely collecting the pieces of the puzzle from numerous
different places. This is in line with Elliott (2005), who has suggested that
despite not using the terms ‘reliability’ and ‘validity’ in qualitative enquiry,
one must confront the question of accuracy in the narrative accounts.
Similarly, and related to the quality discussion of qualitative analysis,
according to Madill et al. (2000, 17);

“...qualitative researchers have a responsibility to make their
epistemological position clear, conduct their research in a manner consistent
with that position, and present their findings in a way that allows them to be
evaluated appropriately.”

The study can also be considered to be critical as it applies narratives and
has developed a research approach to complement existing dominant thinking
(Fillis, 2007). The philosophical underpinnings behind visual media in
research is often hermeneutics or symbolic interactionism (Flick, 1998), but
here the curve illustrations are merely instrumental. In considering the
deductive and inductive nature of the study we find it is not purely deductive.
This is because it aims at gaining a deeper insight about the topic and does not
push uncertain theoretical frameworks or the researcher’s preliminary beliefs
(see Flick, 1998). It is also not purely inductive because it is very challenging
to conduct a study without some idea of what it is one is looking for (see
Shaw, 1999). The study is also not abductive as the constant interaction
between data and theory is not emphasised in the building and reporting of the
study (e.g. Dubois & Gadde, 2002).

3.2 Strategic choices in research design

Studies aiming at methodological contribution require, not only the thorough
reporting of the methodological choices and their argumentation, but also their
definitions. In this sub-section the main methods and approaches applied in
this study are outlined. The text proceeds from defining a longitudinal research
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approach through triangulated case studies and narrative stories to the use of
visual material as a research aid.

In the field of international business, the most prevalent approach in data
collection is the case study method (see e.g. Pauwels & Matthyssens, 2004).
However, when it comes to analysis the most typical approach is the text-
based analysis of in depth interview transcripts (Dubois & Reeb, 2000).
According to Hirsjarvi et al. (2004, 206-208), the increase in qualitative
research has also increased the use of so called ‘life-history’ approaches in
data collection, in which a research topic is attempted to be understood
through the stories, narratives, and memoirs the interviewees provide. On the
methodological side, this thesis concentrates on examining and evaluating
different methods and approaches in the context of international growth. Both
quantitative and qualitative methodologies, mixed and multiple-method
approaches, as well as longitudinal and retrospective research settings,
multiple case approach, narrative case description, and international growth
path modelling are scrutinized and assessed in trying to find a suitable broad
research design that would be beneficial for a theoretical approach and the
developing of definitions.

The need for more methodological research in the field of IB has been
recognised by many (e.g. Marschan-Piekkari & Welch, 2004; Griffith et al.,
2008), and through the extensive literature reviews, conducted at the
beginning of this research, certain methodological issues and questions
emerged. As more knowledge about the research topic, the international
growth of entrepreneurial SMEs, and related theories was gained the
methodological needs of the research came clearer. To begin with, the chosen
theories in the framework turned out to have one clear common denominator,
namely, their process nature. This led to the fact that longitudinal process
research (e.g. Goldstein, 1979; Miller & Friesen, 1982; Menard, 1991;
Leonard-Barton, 1990; Pettigrew, 1990; 1992; 1997; Van de Ven & Huber,
1990; Golden, 1992), which takes into consideration the unfolding of events
over time, was chosen. Since the aim of the study is to develop a theoretical
approach and a definition for international growth, abundant research data and
information was needed (e.g. Coviello & Jones, 2004). For these purposes, a
mixed method approach (e.g. Jick, 1979; Brannen, 1992; Morse, 2003;
Hurmerinta-Peltoméki & Nummela, 2004) was considered suitable, as it is, at
its best, capable of combining the most profitable features of both research
paradigms and in providing large amounts of empirical data. To be able to go
deep into the research topic, and acknowledge the uniqueness of the
internationalisation and growth change processes on the firm level, a multiple
case study approach was chosen (e.g. Eisenhardt, 1989; Yin, 1991; Stake,
1995; Ghauri, 2004).
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The primary data collection part of the study, consisting of the follow-up
survey and the interviews, i.e. the multiple-method approach, was conducted
during the years 2007 and 2008. The secondary retrospective data, on the other
hand, covers approximately ten years of financial statements before 2007,
depending on the case company™. An analysis of the research data is
conducted on an ongoing basis, e.g. the analysis of the retrospective part is
carried out as the real-time part commences, and, during the real-time part of
the study, an analysis of the quantitative data is carried out before the
interviewing begins. This aids the final analysis of the entire study and
diminishes the risk that the research data and results would become obsolete
during the research undertaking, or that the research would lose its meaning if
someone else published a similar study and results earlier.

The empirical study has two phases: the quantitative pilot study and the
qualitative case study. The quantitative pilot study was mainly used to find the
case study SMEs for the main qualitative study, and to provide both
preliminary knowledge about and an indication of the state of international
growth in the Finnish SME field in general. These two phases are described in
detail in sub-chapters 3.3 and 3.4. However, before that the methodological
choices of the study are outlined and justified in the following sub-chapters.

3.2.1 Longitudinal research and the research process

In international business and entrepreneurship research, several authors have
called for further longitudinal research (e.g. Boddewyn & Iyer, 1999, 170;
Chandler & Lyon, 2001; Jones & Khanna, 2006; Glaum & Oesterle, 2007;
315). Several research topics within the international business field are
processual, involve some type of change, or a temporal characteristic, which
inherently accommodate longitudinal approach (Paavilainen-Méntymiki &
Raukko, 2009, forthcoming). Generally, longitudinal research design can be
defined as a research process that takes place between two points of time. Data
collection is carried out on an ongoing basis during a whole research period.
According to Miles and Huberman (1994), patterns of organisational change,
such as international growth, can be observed longitudinally by moving back
and forth along a timeline, theory and data, and the research and its context.
From the methodological viewpoint, longitudinal research settings cannot be
reached merely by extending traditional cross-sectional research procedures
(Goldstein, 1979), although it is possible to carry out process research based

% Some of the case study SMEs have had less than ten years of business activity in their legal form

as was the situation during the follow-up survey and the narrative interviews.
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solely on quantitative data (e.g. Van de Ven, 1992). The temporal nature of
data collection, analysis, and the studied phenomenon need to be
acknowledged. In this light, there is a difference between longitudinal studies
and follow-up studies. Follow-up studies can consist of temporal comparisons
of separate sets of cross-sectional snapshot data collected from certain
samples, whereas longitudinal studies obtain data also from the intervening
time period from several possible information sources. Despite this, a follow-
up study conducted identically at all cross-sectional points of data collection
can present a form of longitudinal study. Due to the temporal nature of the
research setting, the methods used in longitudinal studies tend to be
qualitative, since quantitative studies are often cross-sectional (Smith, Gannon
& Sapienza, 1989; Delmar, Davidsson & Gartner, 2003; Coviello & Jones,
2004). Nonetheless, quantitative methods have hitherto dominated in the
majority of international business and organisational research projects
(Goldstein, 1979; Menard, 1991), and longitudinal research has not been very
popular as a research approach (Paavilainen & Raukko, 2006). This argument
can be further strengthened by reference to two earlier studies, one by
Coviello and Jones (2004) and one by Rialp, Rialp and Knight (2005).

Several issues can explain the unpopularity of the longitudinal approach.
The definition of a longitudinal study is not clear, and resembles a loosely
connected set of guidelines more than a definition. The time span of a research
undertaking can be practically any length of time that spans two points in time,
and any mixture of methods most suitable for the studied phenomenon can be
chosen. This raises the discussion that the methods are subordinate to the
theories and the research topic (Halinen & Tornroos, 1995). Problems related
to the definition of a longitudinal study are present in both paradigms.
Oftentimes qualitative studies are not reported as following a longitudinal
research design, although they use data from multiple consecutive years (e.g.
Weinzimmer at al., 1998). In qualitative field methods observation is usually a
longer process, and a researcher does not settle for only one observation at a
single point of time but spends long time periods in the midst of the research
object. This can also be seen as a form of longitudinal research, or at least as
having similar characteristics. In quantitative methods the aforementioned
follow-up studies can resemble a type of quantitative longitudinal research,
where e.g. a survey can be repeated several times unchanged and with the
same respondents. One reason for the lack of a watertight definition of
longitudinal research is the fairly thin line between longitudinal studies and
other quantitative and qualitative studies that share similar characteristics.

Referring to the quantitative viewpoint, Davidsson and Wiklund (2000)
make a case for longitudinal design and present some problems associated
with causality and the antecedents and consequences of growth. A study where
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a growth process began some time ago and ends during the data collection is
apt to suffer from distorted causality, if historical data is used as the dependent
variable in the causal analysis. The problem is that the causality principle is
broken because current explanatory variables are used to explain and predict a
past process. Growth-willingness can oftentimes be studied instead of actual
growth. This approach in turn brings about the problem of not knowing if
growth-willingness is a strong predictor of subsequent growth. Organisational
growth is usually measured as the difference between two points in time.
There are numerous manipulations of first-year and final-year size for
measuring company growth (e.g. Weinzimmer et al., 1998; Davidsson &
Wiklund, 2000). Measures of total growth are very sensitive to initial firm size
and they presume that growth takes place at a particular point in time. Relative
growth measures are less sensitive to initial firm size and assume that growth
takes place in the form of smaller annual changes (Davidsson & Wiklund,
2000). The problem in many contemporary formulas is that

“the first-and-last year approaches ignore valuable information con