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Abstract

Although there has been a considerable amount of research focused on explaining SME
internationalization behavior, the pre-internationalization phase has been left relatively
ignored. This paper has recognized the need for a new, and more updated, pre-export model
which more accurately explains the pre-export behavior of Born Globals as well as the impact
of technological advancements on a decision-makers' perception of stimuli. Through a
multiple case study confronting Wiedersheim-Paul's et al (1978) pre-export model, two
concrete findings were made. Firstly, and contrary to the model, the pre-internationalization
processof Born Global begins before a firm's inception. This is exemplified by a decision-
makers' recognition of foreign business opportunities through the perception of stimuli
without the influence of firm characteristics and the firm environment. On the contrary, the
research also concludes that, although outdated, the pre-export model still provides an
adequate description of the pre-export behavior of Traditional Firms.



1. Introduction

Problematization

Advances in information/communication technologies, the globalization of markets, and
economic and regulatory changes, have given Small and Medium Sized Enterprises (SMESs)
unprecedented opportunities to compete in international markets (Johanson and Vahlne, 2001,
Knight, 2001). Internationalization however, requires countless resources, such as knowledge
of international markets, knowledge of specific countries, and partners to reduce risk and
costs (Eriksson, Johanson, Majkgard,Deo Sharma, 1997; Knight, 2001). For SMEs which
already lack this knowledge, the problem with internationalization is accentuated (Coviello
and McAuley, 1999) and the burden of finding and acquiring such knowledge lies in the
hands of entrepreneurs.

To date, most SME Internationalization literature has focused on explaining the
internationalization process itself but very little has attempted to explain what happens prior
the internationalization process (Tan, Brewer, Liesch, 2007). In particular, traditional research
has found that the internationalization process of SMEs follows an incremental and “staged-
approach” where commitment towards foreign markets increases as knowledge, experience
and learning increases; Johanson and Vahlne (1977); Bilkey (1978), Eriksson et al (1997);
Ruzzier, Hisrich, Antonic (2006). This has been most evident in Vernon’s (1971) “Product
Life Cycle Theory”, Johanson and Vahlne’s (1997) “Uppsala Model”, and Cavusgil’s (1980)
“Innovation Model”. Although these models provide an excellent description of an SMEs’
international growth, they do not explain how and when this internationalization process

actually begins (Tan et al., 2007).

More recently, the concepts of “Born Globals” (BGs) and “International New Ventures”
(INVs) have begun to pick up steam in the academic world whichargues that firms seek to
establish a simultaneous presence in many foreign markets from, or near, inception (Oviatt
and MacDougall, 1994). It is therefore assumed within these models that entrepreneurs begin
with a global view of their markets, and develop the capabilities needed to achieve their
international goals at or near the firm’s founding (Knight and Cavusgil, 2004). Once again
however, the models fail to explain properly how decision-makers develop these capabilities

into uncovering foreign-market opportunities.



As seen, internationalization literature has been divided into two fields (traditional and
modern) and although they provide a good description of SME internationalization behavior,
there is a lacuna of knowledge as far as pre-export behavior is concerned (Morgan and
Katsikeas, 1997).

Purpose

With the exception of Wiedersheim-Paul et al (1978) and Caughey and Chetty (1994), there
have been few other reported research attempts aimed at explaining the pre-
internationalization behavior of SMEs (Tan, Brewer and Liesch, 2007). Therefore, by
confronting the outdated Wiedersheim-Paul et al (1978) pre-export model and understanding
its deficiencies, the purpose of this paper is to increase our understanding of the pre-

internationalization behavior of modern day entrepreneurs.

The Wiedersheim-Paul et al (1978) pre-export model has been chosen for a number of key
reasons. Most importantly, since it was first created almost twenty-three years ago, it has
remained relatively untouched (Tan et al, 2007). Secondly, given that the model was created
using empirical findings from Australian-based manufacturing firms, confronting its
applicability in different contexts (knowledge-intensive firms, high-tech firms, etc.) was
another motive. Thirdly, and similar to a growing number of stage-theorists at that time
(Vernon, 1971; Johanson and Vahlne, 1977; Reid, 1981)Wiedersheim-Paul et al (1978) used
the assumption that all firms were initially non-exporters which only sold to local markets.
However, given the influx of Born Globals and International New Venture literature,it is not
known how applicable the model is to such modern-day firms.

Research Question
Therefore, utilizing a multiple case-study, this research aims at answering two specific

research questions

1. How are SME decision-makersinfluenced by internal and external attention-evoking

factors during the pre-internationalization phase?
And

2. How does the perception of these factors influence the (pre)internationalization

behaviour?

To answer the first research question, we must first understand what the main factors are that

influence the perception of attention-evoking factors. This will be illustrated in the



explanation of Wiedersheim-Paul et al (1978) pre-export model in the following chapter. To
answer the second research question, traditional and modern SME internationalization
literature will also be introduced to provide the reader with a better understanding of different

expansion strategies available to entrepreneurs.

Following the theoretical framework, a detailed description of the research methodology will
be provided. This will then be followed by an in-depth examination of four Swedish SMEs
which will provide the context in which the research questions will be answered in. This is
then be followed by a descriptive discussion where, by linking theories and empirical data, the

research questions can be answered. Finally, a conclusion will be provided.

Definition of internationalization

Different researchers, dependent on their research focus, have taken alternative approaches in
defining ‘internationalization’. For example, Calof and Beamish (1995) whose research
focused on the firm’s operations and processes, defined internationalization as the process of
increasing involvement in international operations. Lehtinen and Penttinen (1999) on the
other hand, whose study focused on networks and relationships, defined internationalization
as the process of developing networks or business relationships in other countries through
extension, penetration, and integration. Other perspectives which SME internationalization
has been studied from include organization theory, marketing, strategic management,
international management and small business management (Ruzzier et al, 2006). For this
research, a more general approach was adopted which encompasses the different perspectives
and therefore adopts the definition used by Ruzzier et al (2006) to define ‘internationalization’

as the geographic expansion of economic activities over a national country’s border.

Definition and Importance of SME

There have been many debates as to what exactly constitutes an SME ranging from the
number of employees to the value in their balance sheets (European Union, 2003). Within this
research, and parallel to that of the European Union’s definition, SMEs are defined as

organizations that do not exceed more than 250 employees (European Union, 2003).

Today, more than 99% of all European business are Small and Medium Sized Enterprises and
provide approximately 66% of all the private sector jobs. In Sweden alone, 99.8% of all
registered firms are SMEs and employee 63.2% of the total workforce (Small Business Act,
2009). Given the significant impact SMEs have on both the European Economy and Swedish
economy, it is a field which has been relatively overlooked



2. Theoretical Framework

“Pre-export Model”

Overview

Based on a study of seventy-five Australian-based manufacturing firms, Wiedersheim-Paul et
al (1978) developed, what they refer to, a “pre-export model” (see figure 1). Under the
assumption that all firms are initially non-exporters that sell to a local market, their empirical
findings suggested four key factors affecting the pre-export activities of a firm —
characteristics of the decision-maker, the enterprise environment, the extra-regional expansion
of the firm, and information. It is assumed that the starting point of this process begins as soon

as a firm is born (Wiedersheim-Paul et al, 1978).
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Figure 1 - Pre-Export Model (Wiedersheim-Paul et al, 1975)

The model argues that a decision-maker is exposed to different kinds of attention-evoking
factors (in other words, “trigger cues”) and the decision-makers' attention and perception of
such factors, is to a considerable extent, dependent on the interaction of three factors —
decision-maker, the firm, and the firm environment (Wiedersheim-Paul et al, 1978).This

interaction is illustrated below:
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Figure 2—Interaction of factors influencing perception of attention-evoking factors (Wiedersheim-Paul et al, 1978)

In other words, the way these attention-evoking factors are perceived is not only dependent on
the decision-maker per se, but also the environment in which s/he acts in. Changes in the firm
and/or environment expose new problems and opportunities (Johanson and Vahlne, 1977) and
it is the decision-makers responsibility to decide the appropriate action. This process is seen
as a two-way process where the decision-maker is influenced by his environment and at the
same time the firm involved also helps create a new environment.Eventually, the
accumulating process of these interactions is what ultimately leads to the decision to begin
export activities.Tan et al (2007) have adopted an alternative interpretation of the
Wiedersheim-Paul et al (1978) pre-export modeland they see the pre-export process as a

learning-process that over time influences the international readiness of a firm.

Decision-maker Characteristics

The ‘decision-maker characteristics’ operate at two levels within the model — they not only
influence other factors but also influence the decision-makers' own perceptions
(Wiedersheim-Paul et al, 1978). It is therefore significant to understand the decision-makers’
past history and experience to get a more accurate depiction of their perception.In particular,
it has often been argued that the personal characteristics of the decision-maker significantly
impact the behavioral pattern of the firm (Reid, 1981: Gundlach, Achrol, &Mentzer, 1995;
Tan et al, 2007). One key personal characteristic which is emphasized by Wiedersheim-Paul
et al (1978) is the decision-makers’ international orientation. Similar to the findings of
Collinson and Houlden (2005) andDichtl, Kreglmayr, and Mueller (1990), they argue that a
decision-maker that has a deep international background (born overseas, studied abroad, lived
abroad, etc.) is more likely to not only be exposed to attention-evoking factors, but also
perceive them. Such findings were reiterated by Caughey and Chetty (1994), who after testing
the Wiedersheim-Paul et al (1987) model, confirmedthose findings.



Domestic environment and the location of the firm

There has been considerable SME internationalization literature directed at understanding
how the location of the firm influences the internationalization process(Brewer, 2001; Chetty
and Campbell-Hunt, 2003; Johanson and Vahlne, 1977; Oviatt and McDougall, 1994,
Pleitner, 1997; Ruzzier et al, 2006). In relation to the model, Wiedersheim-Paul et al (1978)
argue that there are two critical location-related factors which potentially instigate the
internationalization process. The first one is in relation to the cost associated with the firm’s
physical assets such as —location of plant, manufacturing of product, transportation of
products, location of customers/suppliers, etc. More importantly however, is the concept of
“information production” which highlights the ease of which information can be transferred
(Wiedersheim-Paul et al, 1978).This transfer of information has one main impact — a change
in the attitude of a decision-maker. If for example a firm is located in an environment that
contains a significant number of exporting firms, it is likely that this environment will lead the

decision-maker to have a positive perception of exporting.

Characteristics of the firm
Four different characteristics have been identified which affect the pre-export behaviour of a
firm, all of which are equally important — goals of the firm, product line, history of the firm,

and extra-regional expansion (Wiedersheim-Paul et al, 1978).

The number one goal of every SME is to survive. If a firm perceives its future sales-
performance as something that is unpredictable and volatile, then the main goal of the firm
will be to find other sources of sales and growth in order to circumvent potential disturbances.
Therefore, such a scenario provides a powerful reason for export operations to be developed
(Wiedersheim-Paul et al, 1975:50). On another and more independent level, the more growth-
oriented a firm is, then the more likely it will initiate pre-export activity. As the firm
matures, the attitude towards futuregrowth will be determined by the feedback received from
past expansionary efforts. This feedback is the result of a firm’s past behaviour. Before
international expansion, a firm often experiences domestic expansion (extra-regional
expansion) (Wiedersheim-Paul et al, 1978). Similar to that of the “staged” internationalization
process (which will be discussed later), firms acquire valuable knowledge and experience
during this growth stage and as the firm continue its gradual geographic expansion, the
relative “foreignness” of a distant market is reduced (Johanson and Vahine, 1977). Alongside
this significant learning the firm also develops vital competencies and establishes vital future

networks.



Lastly, the nature of the product-line associated with a particular firm also influences pre-
export activity. If the nature of a product requires greater information flow between buyer and
seller, the greater the chance for the potential seller of being exposed to export stimuli
(Wiedersheim-Paul et al, 1978).

Attention Evoking Factors

“Attention evokers” are the critical component of the model and are ultimately the factors or
influences (trigger cues) which causes a decision-maker to consider international expansion as
a possible strategy (Wiedersheim-Paul et al, 1978). Although they can remain dormant, they
can be activated through certain events such as experiences from domestic expansion. What is
important to understand is that firms can be exposed to attention-evokers regardless of its life-
stage. In other words, the experiential history of a firm provides the context in which
attention-evokers are analysed and also forms the foundation on which future strategies are
developed (Wiedersheim-Paul et al, 1978).

Attention-evoking factors can be divided into two categories — internal and external. The
internal factors can be further divided into two main groups (1) unique (firm) competence and
(2) excess capacity in the resources. Unique competencies positively influence a firm to seek
foreign expansion in order to maximize the return on its unique advantages and a firm that
possesses excess resources also seeks international expansion in the attempt of utilizingits free
resources(Wiedersheim-Paul et al, 1978). External attention-evoking factors can be divided
into; (1) fortuitous orders from foreign customers, (2) market opportunities, (3) competition

and, (4) government export stimulation measures. (Wiedersheim-Paul et al, 1978)

Pre-Export Activities

Eventually, the factors mentioned above influence the pre-export information activities and
the way firms behave during this phase is dependent on three different dimensions (see table
1).



Dimension Willingnessto Information Information

Start Exporting Collection Transmission

Activity Activity
Domestic None to Low None to Low Noneto Low
Passive Low to Low to Low
Medium Medium
Active Medium to Mediumto  Low to High
High High

Table 1- Groups of pre-export activity (Wiedersheim-Paul et al, 1975)

The authors argue that all firms begin in the ‘Domestic’ group because of several reasons, i.e.
products unsuitable in foreign markets, their location is not suitable for exporting, or they are
content with servicing the local market. The evolution from a ‘Domestic’ firm into a ‘Passive’
or ‘Active’ firm occurs as a result of internal (i.e. the arrival of a new decision-maker) and
external changes (i.e. shift in environment leading to greater collection of information and
thus a greater desire to export)(Wiedersheim-Paul et al, 1978). This evolution however, varies

from firm to firm and the process can go forwards and backwards.

The evolution process is heavily dependent on the decision-makers’ attitudes and reactions to
prior experiences and the more positive a previous pre-export activity has been, the more it
reinforces the decision-makers ‘active’ pre-export activities. Negative experiences, on the

other hand, have anopposite effect (Wiedersheim-Paul et al, 1978).
Internationalization Strategies

Staged-Approach - Uppsala Model and Innovation Model

The so-called, behaviorally-oriented, staged-approach has traditionally conceptualized the
internationalization of a firm as an incremental process involving a various number of stages
(Rialp, Rialp, Urbano, and Vaillant, 2005). One of the most commonly referred to staged-
approach internationalization models is the “Uppsala Model”. The model was developed by
Johanson and Vahlne (1977) using empirical observations from a database of Swedish owned
subsidiaries abroad, and also from a number of industry studies of Swedish companies in

international markets.

The findings suggest that SME internationalization is a process which generally begins
through ad hoc exporting into countries which are physically close to the domestic market.
Levels of commitment within a market increase as learning and experience increase and over

time, companies begin to enter markets which are further distant(Johanson and Vahine, 1977).
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The authors use two forms of distance to explain this process - ‘psychic distance’ (defined as
factors that make it difficult to expand, e.g. language, culture, political etc.), and physical
distance (geographical distance). Two forms of learning are also introduced — objective
learning (things which can be taught) and experiential learning (learning by doing) Johanson
and Vahlne, 1977). The more time a company has spent in overseas markets, the higher the
level of experiential learning and it is this learning which is useful in reducing psychic
distance (Johanson and Vahlne, 1977).

The structure of the Uppsala Model is defined using two critical aspects — state aspects and
change aspects (please see figure 3). The state aspects are the resource commitments to
foreign markets (market commitment) and knowledge about foreign markets and operations.
The change aspects are the decisions to commit resources and the performance of current
activities (Johansson and Vahlne, 1977). As Tan et al (2007) describe, the internationalization
process is therefore seen as a progressive development of transitions between the state aspects
and change aspects via the accumulation of experiential knowledge. Looking at figure 3, it is
argued that market-knowledge and market-commitment affect both commitment-decisions
and the way currentactivities are performed, which in turn modify knowledge and

commitment (Johansson and Vahine, 1977).

State Change
Aspects Aspects .
Market Commitment
Knowledge Decisions
Market Current
Commitment e Activities

Figure 3 — The Basic Mechanism of Internationalization — State and Change Aspects (Johansson and
Vahlne, 1977)

Another commonly referred tointernationalization theory, also based on the staged-
approach,is Reid’s (1981)’ ‘internationalization as an innovation process’ model.Reid (1981)
constructed a sequential five-step export progression treating the internationalization process

as an innovation-process (see figure 4).
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Figure 4 — Internationalization as an Innovation process (Reid, 1981)

The five steps are said to occur chronologically but as argued by Reid (1981), it is possible
that some of the steps occur together. The behavior of each stage, similar to the arguments of
Wiedersheim-Paul et al (1978), is heavily dependent on decision-maker characteristics as well
as firm variables. In short, the export process initiates from two alternative scenarios. It can
either originate when there are problems within the domestic market hindering the growth of
the firm, or a decision-maker recognizes a foreign market opportunity to promote firm-growth
(Reid, 1981). Such events lead to changes in the entrepreneur’s motivational and attitudinal
factors which positively influence pre-export behavior (i.e. the commencement of foreign
market information analysis, returns on investment calculations etc.). The entrance into the
‘export awareness’ stage and/or ‘export intention’ stage is said to be triggered by external
stimuli such as unsolicited foreign order, trade shows, visit to foreign market, etc. (Reid,
1981). Eventually, the ‘export trial” stage is reached when a firm begins to respond to foreign
orders and/or begins actual export engagements. If the feedback/experience from the trial
stage is positive (‘export evaluation’), then it is likely that a firm will maintain its export
activity and even begin considering possibilities of further expansion (‘export acceptance’)
(Reid, 1981)

Unlike the Uppsala Model, Reid (1981) makes a conscious effort into explaining how the pre-
export characteristics of a decision-maker and the firm, eventually influence the actual
internationalization process. Just like Wiedersheim-Paul et al (1978), Reid (1981) states that a
decision-makers experience, foreign orientation, and individual characteristics, coupled with
the firm’s past performance, reputation and visibility are the driving forces between the initial
stages of the pre-export process towards the actual export. As the firm reaches more advanced
stages in the pre-export phase, a decision-makers’ foreign market knowledge and attitude
towards export, together with the firm’s goals, influence the path towards internationalization.

(For a more detailed explanation of each step, please see Appendix 1)

Born Globals
Social, technological and economic changes (Rialp et al, 2005) have given entrepreneurs an
unprecedented opportunity to exploit global market opportunities more rapidly and efficiently

(Zhou, Wu and Luo, 2007).As a result, more modern day SMEs decide to participate in
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international activity at or shortly after inception. These changes have influenced the birth of
the concept of “Born Globals” which is defined as a “business organizations that, from or
near their founding, seek superior international business performance from the application of
knowledge-based resources to the sale of outputs in multiple countries. The distinguishing
feature of these firms is that their origins are international ”(Knight and Cavusgil, 2004:124).
Other names have also been created, depending on the nature of the study,to define this new
phenomenon including ‘International New Ventures’, ‘High Technology Start-ups’, Global
Start-ups’, Instant Exporters, Born-internationals, etc. (Rialp et al, 2005). The underlying
feature behind all these concepts, although sharing similar definitions, is management’s global
view of their market. Unlike traditional firms who gradually evolve from domestic firms to
Multinational Enterprises, Born Globals and INVs begin with a proactive international
strategy (Oviatt and McDougall, 1994) demonstrated by rapid internationalization and high
market commitment soon after inception (Crick, 2009). For the sake of simplicity, the author

has chosen to only use the term Born Global.

The primary feature which helps explain the behavior of BGs is that managers within these
firms tend to possess extensive international experience (education, work, travel, etc.)
(Bloodgood, Sapienza, and Almeida, 1996) and that the knowledge, experience, and learning
of entrepreneurs help shape the firm’s goals, strategic actions and performance (Kundu and
Katz, 2003, and, Zahra, Matherne, and Carleton, 2003 in Crick, 2009). Two other factors
which promote the inception of BGs include a small domestic market and knowledge
exchange with network partners (Wiedersheim-Paul et al, 1978; Crick, 2009; Coviello and
Munro, 1997). Furthermore, and similar to Wiedersheim-Paul et al (1978), Crick (2009)
argues that a firm develops characteristics resembling BGs from both proactive factors (i.e.
planned and growth-oriented expansion strategies) and reactive forces (growth strategies
influenced by unanticipated events). Contrary to traditional firms, the growth pattern of such
firms is characterized by a dynamic, and sometimes, capricious path. This path is generally
dependent on founders’ and partners’ international orientation, networks and other customer-
related factors (Rialp et al, 2005) as opposed to Johanson’s and Vahlne’s (2007) concepts of
psychic distance and experiential learning. In other words, the international expansion process
does not follow a “rings in the water” process but instead can be seen as a whimsical
expansion where engaging business activities in multiple national markets at or near inception

is not out of the norm(Rialp et al, 2005).
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3. Methodology

In order to develop, and answer, the two research questions, a deductive multiple case study
was employed. A case study, according to Saunders, Lews and Thronhill (2007:139) enables a
researcher to develop a “rich understanding of the context of the research and the processes
being enacted” and a multiple case study allow researchers to compare and contrast the
findings of each of the cases (Bryman and Bell, 2007). Furthermore, a deductive approach
allows a researcher to construct a research question based on existing literature and "the
research design and the collection of data are guided by specific research questions that

derive from theoretical concerns” (Bryman and Bell, 2007:63).

In total, four Swedish SMEs were used within this research. The chosen companies were
selected using convenience sampling (because of good access) and non-probability sampling.
In reference to the non-probability sampling, potential research subjects were found using
industry-specific databases applying explicit search criteria such as location, size, and age.
Contact details, when not provided by the database, were found on individual company's
websites and provided easy access to the founders, managing directors, and/or other
managers. Contact was established with approximately forty SMEs (via phone and/or email)

of which only one agreed to participate in the research.

As is most common in multiple case study research, qualitative and quantitative data
collection methods were used (Yin, 1981).Most qualitative data was derived from interviews.
A total of seven interviews were conducted with four different interviewees, ranging from
forty-five minutes to ninety minutes. In order to get the most accurate data, the interviews
were organized with either the founder of the firm, co-founder, or managers who had been
involved in the internationalization process since day one (see to table 2). Consequently, the
interviews were performed using a semi-structured format which ultimately enabled cross-
case comparability (Bryman and Bell, 2007). Each interview, for however possible, followed
a matching structure in order to extract similar data from all four firms. Since studying the
pre-internationalization process of an SME implies interpreting a subject’s perception of past
events, whenever possible, all data was recorded, transcribed, and verified by the interviewee
to reduce any misinterpretations. In addition to the interviews, a short self-completion
questionnaire with open-ended questions was distributed to all decision-makers and managers
within each firm to gather general, and comparable, personal information (i.e. job title,

education, years of industry experience).

12



Interviewee Company Position in Firm  Number of Reference

Interviews Code
Peter Lindberg Travelize Sales and 2 PL
Marketing
Manager
JoakimKarlsson PNT Water Founder and 1 JK

Manging Director

Johan Quiding Jetreq Components  Founder and 2 JQ
Managing
Director

Fredric Stahl Scandinavian Photo Co-founder and 2 FS
Marketing
Director

Table 2 - Interview Summary

The data, once collected, was analyzed using the principles of grounded theory allowing data
collection, analysis, and eventual theory to stand in close relationship with one another (Straus
and Corbin, 1998). Following the guidelines of Bryman and Bell (2007), the data was broken
down into component parts that reflected the relevant pre-internationalization literature. This
enabled constant comparison between data and conceptualization, and whenever necessary,
further data was collected to improve this process. The quantitative data was not analysed
individually, but instead provided further variables in which the qualitative data could be

analysed from.

Given the nature of the study — interpreting a subject's interpretation of past events — one
could always question the reliability of data. Furthermore, differences in personalities,
coupled with linguistic barriers may have provided skewed data making the analysis

erroneous. Such potential errors were minimized through the verification of the collected data.
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4. Empirical Findings
Travelize International AB

Firm History

Travelize International was founded in 2002 and develops and markets Enterprise Business
Systems for customers in the travel industry. It is a privately owned company where the
Managing Director is the principal shareholder. The headquarter, alongside the Development
and Support function is based in Gothenburg, Sweden, which at the same time is being
supported by an outsourced Development Center (where platforms are developed) in Sri
Lanka. Today, the company has approximately 150 clients across 15 countries with the
Swedish market representing approximately 1/3 of total revenue. The firm is represented by

11 employees.

The two managers, through their extensive international industry experience and exposure to
travel agents and their reservation systems around the world, were able to identify a

significant gap in the market and because of this, Travelize was born.

“Around the year 2002, we didn’t recognize any 100% completely web-based
systems on the market at that stage at that time. We developed a different kind of
business model, meaning that we provided the platform already from the

beginning as software as a service” (PL)

Managerial Characteristics / Decision-Making

Presently, there are two managers within the firm who have been there since day one —
Anders Johansson (100% owner and Managing Director) and Peter Lindberg (Sales and
Marketing Manager). Within the firm, all decisions are carried out individually by Anders
Johansson, however, given Peter’s experience,valuable input is provided and all decisions are

discussed.

Anders, who is also responsible for Systems Architecture, holds two Master of Science
degrees — one in Economics and one in Information Technology Engineering. It was this
education in IT engineering which proved vital in discovering a gap in the use of Enterprise
Business Systems within the industry. Before working, Anders had never studied abroad nor
lived abroad and his first international experience came after starting his first job. Before
establishing Travelize, Anders had five years of relevant work experience. During this time,

he travelled to and worked in over twenty-five countries focusing primarily on system-
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installation and sales. The opportunity to observe how different systems were used by travel
agents around the world was the most important factor behind the idea to start his own
company. Since establishing Travelize, he has constantly been working all over Europe, the
Middle East, and the US.

Peter, on the other hand, holds a Masters in Business Administration and his international
orientation began at a young age. Although he is Swedish, during his studies he lived abroad
in three different countries — France, Spain and England. Before joining Travelize, Peter had
fifteen years of work experience within the travel industry. Throughout this time, most work
was directed at marketing and sales and this constant personal interaction with
customers/suppliers gave him first-hand market information. Throughout his work-
experience, he has spent considerable time working in the travel industry in Sweden,

Switzerland and Greece.

Firm and Firm Environment

A unique and virtual product-offering (100% completely web-based booking system)has been
a key factor behind the fast growth of the firm.Since the nature of the product requires
continuous interaction between buyer and seller, having a virtual product makes the
communication easier and does not require a physical presence in each market. Therefore, the

location of the firm is not vital and communication around the world can be done instantly.

The product which they provide also enables their customers to benefit from the same
advantages —software that is user-friendly and the enabling of instant communication between

user and provider. On top of this, a strong product allowed customers to:

“(...) recognize the return on investment and the opportunities by working
completely 100% web-based and they were very much attracted to our business

model meaning that there was rather easy to throw out their system”. (PL)

Having a platform that was transparent/applicable in a number of geographic markets,
coupled with increases in online travel bookings, presented the firm with international

opportunities, almost, from day one.

Pre-export activity and Internationalization
Consequently, the company has had a very active pre-export activity. Personal networks and
professional connections, together with strong industry knowledge, allowed the managers to

recognize an international market demand for their product quickly. Positive feedback
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received through their initial sales encouraged the managers to look for customers located
further away. The first market outside of Sweden was Denmark followed almost
simultaneously by Norway (both in 2002) and according to Peter, the geographic proximity to
Sweden was just a “coincidence”. This occurrence was based on several reasons. Firstly, the
managers had a very strong understanding of the local market demands in Denmark and the
potential business opportunity that could be generated. Secondly, given the striking
similarities between the three Scandinavian countries, in terms of culture, language, social-
acceptance, political relations, way of business, etc., external barriers to trade were relatively
small and the entry was fairly easy. Thirdly, the Scandinavian customers (in particular the
Danish market), had a strong resemblance to Swedish customers when it came to internal

organizational capacity, organizational set up, and implementation and training processes.

It was argued that the most difficult event throughout the pre-export phase was determining

an effective establishment strategy within the foreign market.

“Once you have your feet inside the doorstep and you have established your
position within the market then it is quiet a straight-forward process ”. (PL)

The first experience abroad (as were all experiences) proved to be a positive experience, and
as a result, the managers became more interested in expanding intomarkets which were
geographically further. The most common form of market entrance was through direct exports.
In larger markets, such as Germany, UK, Latin America and South-East Asia, the company
employed commission-based sales-agents or ‘key market figures’ to skim local markets and
deliver general business intelligence data. In other words, the agents, or key figures within
each market, had to pinpoint prospects, deliver that information to Peter or other
representative, who in turn try to pitch the system towards those prospects. This mode, Peter
argues, is the most efficient way to get market-sensitive information, develop close personal
contacts with potential customers, and as a result build a strong foundation within the foreign

market.
PNT Water

Firm History

PNT Water was established in 1987 and employees 25 people. It was established following
the sale of JoakimKarlsson’s (25% owner of PNT Water and founder) initial company “ABC
Water Engineering AB” in 1984 which was alsoinvolved in the same sector. Through the

experience obtained during his initial firm, alongside interaction with engineering consultants,
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Joakim discovered an opportunity to offer new and innovative pipe-network solutions within
the local-community’s water and waste-water system. After learning about the local market
demand, Joakim through his previous experience and expertise realized that he had the
competencies to produce these made-to-order products and as a result, PNT Water was born.
Today the company has an extensive product range consisting of anything from ratchets all

the way through to large wells and pressure boosters.

Managerial Characteristics / Decision-Making
There are currently three decision-makers/managers within the firm all who have an

ownership stake and all who are responsible for making strategic decisions.

“Decisions happen by themselves. We don’t have a process; decisions are the

result of unstructured interactions and individual thoughts ”. (JK)

At the time of inception, there was only one employee present — Joakim. Joakim, who is
originally from Sweden, has had considerable industry experience which began shortly after
graduating from high school. Most notably, the majority of experience was acquired while
working at his previous company for eleven years. Through this experience,Joakimhad the
opportunity to travel to other Northern European countries (Germany, Holland, and the

Scandinavian countries) for work-related purposes but has never lived outside of Sweden.

In 1998, Joakim was joined by HenrikErlandsson(Managing Director and Sales) into the
organization. Henrik, unlike Joakim, has a university degree and a very different personal
background. After completing his Law degree at the University of Gothenburg, he began
working as a lawyer before switching to an insurance banking. After realizing he was not
enjoying his work and wanted a career change, he decided to quit. He then became a part-
owner of a company which at the time had frequent communications with PNT Water.
Through this connection, Joakim and Henrik met and after learning more about PNT Water,
Henrik asked Joakim to join the firm and become part-owner. Like Joakim, Henrik had never

lived or studied abroad and his international experience was rather limited.

Five years following Henrik’s arrival, Joakim’s son Thor also joined the company. Thor
(Sales Manager) took half of the ownership stake of Joakim and became a 25% owner. Thor
was the only one out of the three who had lived abroad and his international experience was
based on a Bachelors Degree which he completed in Switzerland (Bachelor in Hotel
Management). Before joining PNT Water, Thor did not have any considerable work

experience.
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Firm and Firm Environment

Initially, the goal of the firm was to satisfy the needs of local customers. By keeping a close
relationship with local customers, the company was better able to identify and satisfy the
changing local customer demands, which according to Joakim, helped them develop a niche
market Through this relationship, the company was able to develop unigue custom-made
products which their competitors could not do and eventually their customer base grew. One
key feature that enabled them to stay competitive was the fact that they were small and
flexible. By keeping business on a smaller scale, the company was better able to adjust to

changing customer needs.

Pre-Export Activity and Internationalization

Following the establishment in 1987, business progressed slowly for Joakim and there was no
initial urgency to start developing the business. The growth/profit motive continued to be
relatively non-existent until HenrikErlandsson came into the business, who together with
Joakim, began discussing the possibility of expanding this business. This event was reinforced
five years later by the arrival of Joakim’s son Thor into the firm. By the time Thor had
arrived, the firm had significantly increased its human capital and even hired a number of full-

time production workers.

"As a result, new products were developed... domestic market opportunities were
discovered and exploited... and eventually talks of entering a foreign market had
taken place”.(JK)

This domestic market expansion played a vital role in inducing the three decision-makers to
seek information about expanding internationally. As domestic sales skyrocketed the three
eventually realized that they could expand their business internationally. Both Joakim and
Henrik, through their experience, had strong connections with similar firms across
Scandinavia and these connections played an important role during the pre-export activities
(strong information sources). Through these connections, Joakim and Henrik were better able
to collect foreign market data, identify a market segment, and begin calculating the costs and

expected returns of a potential expansion.

It wasn’t until 2000 that the company entered its first market outside of Sweden. The
company was able to successfully introduce their products into the Norwegian market through
a strategic alliance with a company whom Joakimhad been in contact with throughout his

long experience. This development was shortly afterwards followed by the expansion into the
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Danish market where the entry mode was exactly the same as the Norwegian market.
According to Joakim, the reason behind the decision to enter those markets through networks
was based on one fundamental reason—lower costs. Since PNT Water was responsible for the
marketing and establishment costs of entering a new market, countries which were most

similar to Sweden would obviously be the cheapest. He then went on to explain that:

“The further away a country/market is, the higher the marketing costs and
establishment costs. Since most of our products are only useable within a
domestic market, each market has slightly different demands. If we could develop
a product which could be sold all around the world then we will consider entering

other markets”. (JK)

Today, Sweden represents 80% of total sales while 20% comes from abroad.
Jetreq Components AB

Firm History

Jetreq Components was founded in 2007 and is today represented by 6 employees.
Headquartered in Kungsbacka, the firm specializes in the supplies of a wide variety of
electrical components (i.e. connectors, resistors, IC circuits, etc.) to a wide range of
manufacturing firms and in 2010 recorded a total turnover of 30MillionSEK. Before the
establishment ofJetreq Components, Johan Quiding (CEO/Founder) was employed by a rival

firm which he argues lacked good management.

“Although business was going well, the managers were very stubborn and

reluctant to expand their business to capture new business opportunities”. (JQ)

It was this reason which motivated Johan to create his own company. Today, Jetreq
Components has not only captured this market opportunity, but has also expanded its

offerings to over 15 countries around the world.

Managerial Characteristics / Decision-Making
Johan, who is the CEO, began working straight out of high-school. His studies in high-school
focused on economics and after finishing high-school he had a choice between University and

work.

“I had a few interviews with some universities in Australia and could have easily
gone there. But at the same time | got offered a job here in Sweden so | decided to
take the working road instead ”. (JQ)
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Johan, who is Swedish, had never lived outside of Sweden and his international
orientationwas limited to a few overseas trips.Before starting his company, Johan worked for
a rival firm for one-and-a-half years. During this time however, he did not have the
opportunity to travel overseas. Despite this, he was still able to established good connections
with foreign customers/suppliers and got a good understanding/knowledgeof the
import/export business.However, since starting Jetreq Components, Johan has made a
significant number of trips around Europe and Asia meeting with suppliers and customers.

Decision making within the firm is generally done only by Johan. Although the other
employees provide valuable input through their experience and knowledge, most big decision

are made by Johan.

“I like to make a open environment in the office and I don’t want to be close-

minded when hearing other people’s ideas”. (JQ)

Firm and Firm Environment

Given Johan’s strong knowledge and experience within this industry, he has been able to
establish vital connections with suppliers and manufacturers all around the world. In an
industry where profitably is dependent on the supplier’s ability to find, order, and deliver
products quickly, these connections and experiences give his company a unique competitive
advantage. Through this knowledge/experience/connections acquired, Johan’s initial goal of
the firm was to be a global supplier of electrical components. However, he wanted to achieve
this desire by remaining as small as possible and keeping financial and operational risks at a
minimum. Today, he provides components to firms of all sizes ranging from small local

manufacturing firms to the world’s biggest such as Volvo and ABB.

One key firm characteristic is the type of products which the firm imports/exports. Given that
their main focus is providing their customers with electric components, the nature of the
product (small size) does not require large physical storage facilities. Shipping/logistics costs
are also kept at a minimum as are inventory-holding costs. Furthermore, even though business
is done with customers all over the world, as Johan describes, all he needs is a computer,

desk, and a phone to get the job done

Pre-Export Activity andInternationalization
According to Johan, having personal contact with purchasing managers of large
manufacturing firms all around the world, allowed him to discover a significant international

market opportunity. It was thisexposure, coupled with internal competencies,which motivated
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Johan to initiate pre-export information seeking activities and eventually start foreign

activities.

The first market outside of Sweden in which Jetreq Components began selling to was Poland
(established through customer recommendations) and the second market in which the

company began selling to was Norway (through employee connections).

It wasn’t until 2008 however that the company made its first significant investment. Because
one of the employees was from Estonia and most foreign customers at the time came from
Estonia, a decision was made to open up an office to capture this growing market opportunity.
It was believed that by having an office within theforeign market, they could stay closer to
their customers which would increase their flexibility and responsiveness rate and ultimately
satisfy a growing market demand.However, after establishing the office and relocating the
Estonian employee to manage the office, the office closed down 6 months later. The closing
down occurred because of personal disputesbetween Johan and the employee in
Estonia.Interestingly and almost simultaneously, a similar action was taken with the French
market. An office was also established in France to focus on the growing market there but,
similar to the Estonian case, the office closed down due to personal conflicts.Today, Estonia

continues to be the biggest market outside of Sweden representing 40% of all foreign sales
Scandinavian Photo AB

Firm History

Scandinavian Photo AB, headquartered in Bankeryd, is Scandinavia’s largest retailer in
photographic and video products. In 2010, the company recorded a turnover of 325 Million
SEK in which 92% derived from the Swedish market and 8% from abroad. Today, the
company has a customer database of over 200,000 professional and amateur photographers

who demand top quality products and services at a low price.

The company began in 1982 when 2 gentlemen opened a small photo boutique inspired by a
US mail-order company ‘B&H Photo’. In 1994 however, the company was bought over by
Fredric Stahl, together with his father and brother who, by combining their fields of expertise,
envisioned immense business opportunity for the small company. Before the purchase, the
company relied solely on mail-order sales and as a result had a limited customer reach.
Immediately after the purchase, Fredric together with his brother and father added an E-
commerce division which today continuesto play a vital role in the growth of the firm.
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Managerial Characteristics / Decision-making

As seen above, the company is represented by three owners which all come from the same
family. Fredric Stahl (Marketing Director/EVP), JoakimStahl (CEO), and Kenneth Stahl
(Senior Advisor and former CEO) have had a generally domestic upbringing with none of
three holding any previous working experience outside of Sweden. Out of the three, only

Kenneth has lived abroad for educational purposes (studying in London).

Furthermore, Kenneth is the only one to hold a University degree while Fredric and Joakim
concluded their studies following high-school. Interestingly, all had a different focus in their
studies and this diverse education helped them develop the firm to what it is today. As seen
above, one of the most important factors behind the growth of Scandinavian Photo was the
development of the E-Commerce division. This division was developed thanks to Fredric’s
interest, knowledge (IT Consulting experience) and education (IT education in high school) in
computers. The other important aspect was logistics which had already been established
through their mail-order functions. This collaboration between the two divisions was brought

together by all three decision-makers and was based on “experience and confidence”.

When it comes to previous industry experience, none of the three had ever previously worked
with photo-related products. Although they all acquired important know-how through their
exposure in other industries, it was a new experience for all three. Fredric, the least
experienced out of the three, worked as an IT consultant for three years. His brother Joakim,
worked in the financial industry where he spent five years working atHandelsbanken. It was
only Kenneth (the father) who possessed the most relevant experience in running a business
and his experience has mainly been limited to the retail industry. He has held a CEO position
for over thirty years in a variety of companies within the furniture industry. Interestingly,
decision-making within the company is mainly performed by Fredric and Joakim. Given that
this process is very informal and unstructured, Kenneth also provides the brothers with

invaluable input.

Firm and Firm Environment

In an industry that is price competitive, Scandinavian Photo succeedsthrough its ability to not
only provide top-quality products at a low price, but also provide excellent pre and after-sale
service to its customers. Since the competitive advantage which Scandinavian Photo has is its

pre and after-sale services, location is an important factor.
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This need to for close proximity to its customers has been reflected by the gradual domestic
expansion - Gothenburg (2001), Stockholm (2005) and Malmdo (2009). — and is mainly due to
the nature of the firm’s product-line. Since the product-line revolves around highly valuable
goods, it is more beneficial for the customers to be able to physically see/touch the product
before they buy it. Although the company also has an E-commerce division aimed at

generating further sales, most ‘big’ purchases are continually made in the store.

Pre-Export Activity and Internationalization

Initially, the company only had a physical store in Bankeryd. As a result, customer reach was
limited as most customers derived from the Jonkoping area.However, utilizing the data
collected through their E-commerce division, coupled with physical customer-orders, the two
brothers eventually realized a growing customer base in the larger cities (i.e. Gothenburg).
Eventually, a decision was made to open up a store and based on the positive experience in

Gothenburg; two more stores were opened up in Stockholm and in Malmo.

In the meantime, orders from foreign customers also began to increase and these sales were

executed both online, and through sales agents calling from Sweden.

“When we decided to expand our sales outside Sweden, Norway was our first
choice as we seemed to be most well-known there (...) This decision to expand
was based on two key factors — customer data as well as the currency factor at the
time”. (FS)

Customer data was initially collected through their customer orders (both physical and online)
but as their business grew they realized that they needed to invest more in foreign markets to
grow faster. In 2011, the company made a significant investment in its quest to capture more
of the Norwegian market and acquired the Norwegian company “Foto&Video”. As a result,

the company today employees 85 people in Sweden and a further 65 in Norway.
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Summary of Empirical Data

Year of Country Born Decision- Level of International

Inception First Global vs. Maker/Manager Previous Orientation

Entered Traditional Relevant
and Year Firm Industry

Experience

Travelize Dennmark  Born Global ~ Anders Johansson Medium High
(2002)
Peter Lindberg High High
PNT Water 1987 Norway Traditional JoakimKarlsson High Low
(2000) Firm
HenrikErlandsson Medium Low
Thor Karlsson low Low
Jetreq 2007 Estonia Born Global Johan Quiding Low Low
Components (2008)
Scandinavian 1994 Norway Traditional Fredric Stahl Low Low
Photo AB (2011) FIrm
JoakimStahl Low Low
Kenneth Stahl Low Low

Table 3 - Summary of Empirical Data

5. Discussion

Factors Affecting Perception of Attention-Evoking Factors

Prior Industry Experience

As pointed out by Tan et al (2007), the pre-internationalization process is characterized as an
on-going learning curve where the more experiencea decision-maker possesses, the higher the
probability that they positively perceive export-related stimuli. This learning curve, according
to the empirical data, begins its steepest climb when the decision-maker is initially exposed to
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the respective industry (i.e. gets his/her first job). Therefore, hypothetically, more time spent
within an industry results in a steeper learning curve and a steeper learning curve leads to a
higher probability of awareness and (positive) perception of stimuli. This assumption is also
based on Wiedersheim-Paul et al (1978) initial statement where they argued that perceptions
of stimuli can remain dormant until certain events are experienced. Therefore, more time
spent within in an industry increases the likelihood that ‘certain events’ are experienced
enabling decision-makers to pick-up, interpret, and act upon internal and external attention-

evoking factors.

This hypothesis however was not fully supported by the empirical data. The data suggests
mixed results on how a manager’s previous industry experience influences the pre-
internationalization process. On the one hand, the company with the decision-makers who
have the most industry experience (PNT Water) was reflected by the slowest
internationalization process. It took the company thirteen years to enter its first market but it
can be argued that this slow internationalization process was due to a number of controllable
factors(lack of managerial incentive, low firm growth-incentive, low international orientation,
etc.) and uncontrollable factors (different product demand between countries, cultural barriers,
etc.). These factors will be discussed later. On the other hand however, Travelize is also a
company where the decision-makers have had extensive industry experience (approximately
twenty years) and unlike PNT Water, their international expansion has been rapid and
aggressive. This extensive amount of time within an industry allowed Peter and Anders to
recognize a gap in the market and utilize their knowledge and connections to fill it. As will be
seen in the next section, the extensive international orientationthat the managers possessed
also played a significant role the perception of attention-evoking factors which resulted in a

very aggressive internationalization strategy.

On the other end of the scale, the decision-makers in Scandinavian Photo had no previous
experience within the photo industry and this lack of experience was shown in their pre-
internationalization process. When reflecting back to Reid’s (1981) innovation-related pre-
export behavior, the managers within Scandinavian Photoexperienced a constrained‘export-
awareness’ stage (stage one in Reid, 1981) due to the managers limited past industry
experience, limited foreign market knowledge, and no established export-related attitude. The
firm on the other hand had one key advantage, which was not discussed in both Reid (1981)
model and Wiedersheim-Paul et al (1978) model — an E-commerce division. As will be

mentioned later, the pre-export literature does not take into consideration the effects of
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technological advancements and their impact on the exposure/perception of attention-evoking

factorsduring both the pre-internationalization stage and the internationalization process.

The last case (Jetreq Components) was also a special case as even though the
founder/decision-maker had only one-and-a-half years of relevant experience, the arrivalof
co-workers/friends (closely after inception) proved to be a vital point in the pre-
internationalization phase. The influence of multiple decision-makers, co-workers/co-

managers and new employees will also be discussed later.

International Orientation

The academic literature suggested that the wider the international experience of a decision-
maker, the wider their exposure to attention-evoking factors and the more likely they were to
positively perceive such attention-evoking factors (Wiedersheim-Paul et al, 1978; Reid, 1981,
Caughey and Chetty, 1994; Collinson and Houlden, 2005). This assumption would then lead
us to believe, that decision-makers with a wider international orientation adopt a more
aggressive internationalization strategy (as a result of a greater ability to capture and interpret
foreign stimuli).Interestingly, the data does not suggest any conclusive evidence. Based on
this assumption, we would expect to see that the decision-makers within the two Born Global
firms (Travelize and Jetreq components) possessed a very strong international background
and that because of this personal characteristic, they were better able to identify and perceive
exportstimuli. Although this was clearly the case with Travelize, it was not so clear with

Jetreq Components.

The two managers at Travelize had a wider international orientation than decision-
makers/managers/employees in any of the other three companies. Interestingly, they are also
the ones who have expanded their company the most. Before Travelize was found, both
managers had acquired considerable international experience from their previous employer
and as a result, it gave them an opportunity to observe how other decision-makers act, given
the same attention-evoking factors. Consequently, through the experience of working with
travel agents/companies all around the world, they were able to identify a market-opportunity
which other decision-makers could not realize. This could arguably be based on the Anders’
and Peter’s ability to better perceive external attention-evoking factors than other decision-
makers at the time and this greater ability is, in part, due to their wider international
orientation. As a result, after the inception of the firm, this exposure to travel industries across

four different continents had a positive influence in their motivation and expectations of
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internationalization. This was characterized by a very rapid expansion strategy where

commitment to foreign markets happened almost immediately following inception.

On the contrary, Johan, who was the founder of the other BG, had never lived or worked
outside of Sweden. His only exposure to foreign stimuli was acquired during his previous
work experience. By being able to develop relationships with overseas customers/suppliers,
he was also able to discover an international market opportunity. However, this discovery
cannot be traced to his international orientation as it was relatively non-existent. As will be
seen later, this discover was influenced by two other factors - the arrival of new employees

(who did in fact possess a wide international orientation) and information technology.

Alternatively, where there was conclusive evidence was with the two Traditional Firms
(Scandinavian Photo and PNT Water). All the decision-makers and managers within these
two firms had a relatively non-existent international orientation and only one of the decision-
makers/managers in each firm (Kenneth in Scandinavian Photo and Thor in PNT Water) had
actually lived abroad (for educational purposes).As mentioned before, although the decision-
makers in PNT Water had the most industry experience, they had a very limited international
orientation and it can be argued that such personal characteristics may have hindered their
eventual internationalization process. These findings are in line with the results of Bloodgoo
et al (1996), Kundy and Katz (2003), Zahra et al (2003), Rialp et al (2005), and Crick (2009)
who argued that the level of a decision-makers’ international orientation influences the firm
goals, growth strategy, and internationalization strategy. Looking back at Reid’s (1981) five-
stage model, the decision-makers in Scandinavian Photo and PNT Water had a convoluted
experience in reaching stage one (export awareness) of the five-stage export process. This
significant decision-maker variable (lack of international orientation and lack of exposure to
foreign information) coupled with key firm characteristics (lack of foreign orders and small
foreign visibility) hindered the decision-makers ability to recognize foreign opportunities.
Therefore, by not knowing how to initiate and behave in the pre-export phase, the rate at
which it took the two firms to reach stage one was relatively slow. This can also be seen from
the lens of Johanson and Vahlne's (1997) Uppsala Model where the state aspects (lack of
knowledge about foreign markets and operations) had an almost non-existent influence on the

change aspects (no real decision to commit resources).

Influence of other decision-makers
Two of the four companies were represented by multiple decision-makers. This implies that

the perception of attention-evoking factors and export stimuli occurred multiple times
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increasing the probability thatforeign business opportunities were recognized and appropriate
action was taken. The impact of multiple decision-makers was not taken into consideration by
Wiedersheim-Paul et al (1978) in terms of the influence it has on the perception of attention-
evoking factors. What was taken into consideration however, was the explanation of how the
arrival of new decision-makers/employees influences the pre-export behavior of a firm. This

consideration was well-supported by the empirical data in two of the four cases.

Jetreq Components and PNT Water were two of the more clear examples where the arrival of
new personnel not only changed the way in how the firm was run (PNT Water — the arrival of
two new decision-makers) but also brought in a different lens into how information was
perceived/interpreted/analyzed (Jetreq Components — the arrival of an Estonian employee). In
particular, the arrival of the Estonian employee into Jetreq Components, who had a strong
international orientation, brought with him a new way to perceive export stimuli.
Consequently, this difference in perception, after discussions, also played a role in influencing
Johan's perceptions which eventually enabled him to recognize a foreign business
opportunity. Therefore, with a new recognition, a new strategic action was adopted leading to

a change in pre-export behavior.

Pre-internationalization process - Born Globals vs. Traditional Firms
Considering that Wiedersheim-Paul et al (1978) pre-export model was developed in the
1970s, one could question the validity and the generalizability of the model in today’s
globalized and technologically developed world.

Born Global
The empirical data suggests three main factors, in relation to BGs, which the pre-export
model fails to explain:

1. Pre-internationalization activities begins before the inception of the firm

Travelize and Jetreq Components (the two BGs) began foreign expansion within twelve
months of their inception which therefore implies that some pre-internationalization activities
must have taken place before the inception of the firm (meaning decision-makers were
exposed to and therefore perceived certain attention-evoking factors while still at their
previous employer). As a result, this previous exposure enabled the entrepreneurs to identify
an international market opportunity enabling the soon-to-be decision-maker to enter the
‘export awareness’ stage (stage 1 in Reid, 1981). It is argued that decision-makers enter the

‘export awareness’ stage when there is a recognition of a problem/opportunity and/or when
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there is an arousal of a need but, according to Reid (981), this entrance is influenced by both
managerial characteristics and firm characteristics. Such market-opportunity recognition
however, in the cases of Travelize and Jetreq Components, had already occurred before the
respective firms were born contradicting the findings of both Reid (1981) and Wiedersheim-
Paul et al (1978) who argue that pre-export activity begins after firm inception. Eventually,
this opportunity discovery also influenced the soon-to-be firm’s goal and growth strategy.
Again, this is contrary to Wiedersheim-Paul et al (1978) where it is argued that firm goals,
growth-orientation, and past behavior, influence the pre-internationalization behavior and

although this is true for traditional firms, it is not suitable to BGs.

From this sense, it can be argued that Wiedersheim-Paul et al (1978) model does not explain
the pre-export process of BGs adequately. Although they argue that decision-maker
characteristics (i.e. experiences gained prior inception, international orientation, etc.) can
influence the behavior of a firm during the pre-export process, it is assumed that a firm must
already be established before pre-export activity actually begins. The empirical data clearly
illustrates that the decision-makers of the two BGs were aware of international market
opportunities before physically starting the company. Therefore, before inception and while
still all working at their previous employers, the soon-to-be entrepreneurs already begun the
process of identifying market opportunities through the exposure to attention-evoking factors
and eventually began determining (hypothetical) means to capture these market opportunities

(without the influence of an existent firm or its environment).
2. Firm’s past behavior does not influence a BG’s pre-internationalization process

Wiedersheim-Paul et al (1978) and Reid (1981) argue that a firm’s operations prior
internationalization (i.e. domestic expansion) influence the decision-makers perception of
attention-evoking factors; which as a result influences the entire pre-export process. But what

happens when a BG enters a foreign market almost immediately after inception?

Unlike traditional firms, where decision-makers have the opportunity to base future
perceptions of export stimuli on a firm’s previous activities, BGs are restricted in their
learning endeavors. As seen in the empirical data, the two BGs began international expansion
within twelve months of inception and did therefore not have time to learn or acquire
feedback from past firm behavior. Neither firm expanded domestically which therefore
implies that the judgment to internationalize was based on the decision-makers’ perception of
attention-evoking factors without the influence of the firm’s past behavior (reiterating the
aforementioned point). Furthermore, since both firms entered more than one country (almost)
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simultaneously, there was also insignificant time for learning to occur between the first
market entered and the second market entered. From this perspective, and contrary to
Wiedersheim-Paul et al (1978) and Reid (1981), BGs are not given the luxury of learning
from their past behavior and this learning only takes place after several markets have been
entered. Such learning can theoretically take a long time and until it happens, and the actions
which the SME has performed may be irreversible. Therefore, the influence of the firm’s past
behavior (which in the two BG cases was limited only to insignificant domestic sales) can be
said to have almost no impact on the consequential internationalization strategy. Of course,
such a bold statement is only based on the findings of two SMEs and for a more accurate

result; a larger sample would need to be studied.
3. BGs constantly exhibit an ‘active’ pre-export seeking activities

As mentioned earlier, the decision-makers within the two BGs had already determined there
were potential international opportunities to be gained. As a result, decision-makers within
both firms began with an ‘active’ approach to pre-export information activities which was
characterized by decision-makers having a high willingness to start exporting, high
information collection activity, and high information transmission activity. This is contrary to
Wiedersheim-Paul et al (1978) who argued that most firms begin pre-export information
activities within the ‘domestic’ group and a transition into the ‘passive’/’active’ group is only
achieved following internal and/or external changes (which consequently influence a
decision-makers perceptions of attention-evoking factors). What was more interesting is that
the two BGs did not leave this group despite negative experiences. Jetreq Components who
had failed attempts at entering the Estonian and French market, did not change Johan’s
mindset in relation to the firm’s pre-export activities reiterating the fundamental points in BG
literature (that entrepreneurs have a global view of their market and are constantly looking for

ways to capture this opportunity)

Traditional Firms

Despite the three exceptions in relation to BGs, the Wiedersheim-Paul et al (1978) model,
alongside Reid (1981) and Johanson and Vahlne (1977) models,continues to provide a very
accurate description on the pre-export behavior of Traditional Firms. Unlike BGs, the ‘firm
characteristics’ and ‘firm environment’ proved to be particularly important characteristics in
explaining the pre-export behavior of traditional firms. Such a striking resemblance can

theoretically be traced back to the year in which the pre-export model was created. In the late
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1970s, the staged-approach internationalization literature was beginning to emerge and it can

be said that the inspiration behind the model was derived from such literature.

For the two Traditional Firms, PNT Water and Scandinavian Photo, the firm’s location was
vital. Given the nature of the products and the necessary communication between buyer and
seller, staying close to the customers was imperative. Through this need of close relationships,
both firms had an initial focus on the domestic market and were mainly focused on capturing
as much of it as possible. In relation to the three ‘pre-export activity’ groups outlined in table
1,both the Traditional Firms, at inception, possessed the characteristics highlighted in the
‘domestic’ group — low willingness to start exporting, low information collection activity, and
low information transmission activity (Wiedersheim-Paul et al (1978). The exit out of the
‘domestic’ group and the arrival into the ‘passive’ group occurred as a result of internal
changes (arrival of a new decision-maker at PNT Water) and external changes (growing
customer base leading to greater collection of information) which ultimately influenced the
decision-makers capacity to perceive attention-evoking factors. Once again, such proceedings
are identical to Wiedersheim-Paul et al (1978) findings. Interestingly this initial shift in
groups is also well explained in Reid (1981) five-stage innovation-process where it was
argued that a firm enters the ‘export intention’ and ‘export awareness’ when, in the case of
Scandinavian Photo, there are problems with a local market (market saturation), and/or
decision makers recognize foreign market opportunities (following the arrival of Henrik). For
Scandinavian Photo, such changes resulted in a domestic expansion before the eventual

internationalization.

With an increase in domestic market activities and a greater commitment of resources (in the
case of Scandinavian Photo), decision-makers within the two firms were now experiencing
changes in their motivation, attitude and expectancy towards exporting. Such a change is
characterized by the entrance into ‘active’ pre-export activity stage where behaviour,
according to Wiedersheim-Paul et al (1987), is characterized by a higher willingness to start
exporting, and a higher information collection/transmission activity. Based on the experiential
learning acquired during the domestic activities, decision-makers in both Traditional Firms
eventually decided to enter their first foreign market. Along the lines of Johanson and Vahine
(1977), the choice of market was based on a decision where both physical and psychic
distance was low. This decision is also relatable to the ‘export trial’ stage in Reid (1981) five-
stage process. In particular, Scandinavian Photo, through market data acquired from customer

orders and their E-commerce division (firm variables), alongside managerial efforts into
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evaluating alternative entry modes (managerial characteristics), were the ‘trigger cues’ to
initiate internationalization. Similarly, personal connections with Norwegian firms
(managerial characteristics) alongside a niche market demand for their products, proved to

play the key roles behind PNT Water decision to enter the Norwegian market.

6. Conclusion

Conclusion

This study has confronted the outdated Wiedersheim-Paul et al (1978) pre-export model
against modern day SMEs and its representatives. In particular, it has focused on emphasizing
the aspects which need revising to allow the model to better fit today's globalized business

environment. The findings lead us to a number of different conclusions.

Firstly, the Wiedersheim-Paul et al (1978) model presumes that pre-export activities start
from the moment a firm is physically born. Although it is arguably true for Traditional Firms
who follow a staged-theory and base their internationalization decision based on prior
experiences and learning, it is not true for Born Globals. This research has found that pre-
export activities start well before the founding of a firm and is reflected by the entrepreneur's
exposure and perception of attention-evoking factors acquired during previous work-
experience. Ultimately, it is this attention and perception which initially enables the
entrepreneur to discover foreign (and domestic) market opportunities and this perception is
not influenced by the (non-existent) firm and its environment, as argued by Wiedersheim-Paul
et al (1978). Secondly, the findings also suggest that entrepreneurs with a low international
orientation tend to adopt more traditional pre-export behavior, categorized by a slow and
incremental expansion strategy. Thirdly, the impact of multiple decision-makers and/or arrival
of new employeesare another aspect which influences, not only the perception of attention-
evoking factors, but also the pre-export behavior. Such factors were not emphasized in the

model and provide a good foundation for future research.

Given that Wiedersheim-Paul et al (1978), at the time of the development of the model, would
have been influenced by a growing number of traditional internationalization literatures (i.e.
Uppsala Model) it is no coincidence that their model almost perfectly explains the pre-export
behavior of modern day firms who also internationalize along the lines of a staged-approach.

In particular, the three main factors which are argued to influence a decision-makers’
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perception of attention-evoking factors — decision-maker, firm, firm environment — all played

a vital role in explaining the pre-export behavior in the two Traditional Firms.

On the contrary however, there are some severe deficiencies in the outdated pre-export
model/literature when it comes to explaining the pre-export behavior of Born Globals. Three
main points were found. Firstly, evidence has suggested that decision-makers begin
performing pre-internationalization activities before the actual inception of their firm. In
particular, the initial attention and perception of external attention-evoking factors occurs
independently and without the influence of the firm and firm environment (which questions
the starting point of pre-export activities in Wiedersheim-Paul et al, 1987 model). This event,
which leads to a recognition of a domestic/foreign market opportunity, is what ultimately
influences the soon-to-be firm’s goal and growth strategy. However, following inception, the
influence of the firm and firm environment on a decision-makers perception of attention-
evoking factors is re-ignited. Secondly, unlike Traditional Firms who base their initial
internationalization decision on feedback from domestic operations, Born Globals who
internationalize almost instantly do not get the opportunity to learn from their firm’s previous
business activities. Therefore, a decision-makers perception of attention-evoking factors does
not experience change until learning takes place (which may happen after multiple markets
are entered). Thirdly, Born Globals, from day one, exhibit behavior that is found in the 'active’
pre-export activity group meaning there is a high willingness to start exporting, and high
information collection/transmission activity. Such activity does not changefollowing negative

experiences.

Limitations

As is common in multiple case study research, a key limitation was the generalizability of the
findings. Since the research only took four Swedish SMEs into consideration, in four different
industries, practical generalizations cannot be made. To provide more generalizable findings,
studies would have to be conducted across multiple countries to provide international
comparisons of SME pre-export behavior. On top of this, conducting studies using industry-
specific/age-specific/product-specific firms could also provide a more effective means in

comparability and measurement.

Further research
This research has also identified some possible ideas for future research. In particular, and as

observable in the cases, the impact of technological developments in IT and communication
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has significantly changed a decision-makers exposure, attention, and eventual perception of
(online) attention-evoking factors leading to a change in attitude towards exporting. Such
factors provide endless information for decision-makers reducing the benefitsand significance
of possessing a deep international orientation. Furthermore, it can be argued that through
online communication, the firm and its environment lose influence during the pre-export
phase. Metaphorically, the other side of the world, for a firm, is just a mouse-click away.
Secondly, given the significant role a decision-maker plays during the pre-export phase,
understanding the pre-export phase from a decision-making perspective is also a proposal. In
particular, understanding how the decision to reach internationalization is achieved may also

help explain the pre-export behavior from a different perspective.

34



7. References

Bilkey, W. (1978) “An Attempted Integration of the Literature on the Export Behavior of

Firms”, Journal International Business Studies, Vol. 9, No.1,pp.: 33-46.

Bloodgood, J., Sapienza, H. and Almeida, J. (1996), “The internationalization of new high-
potential US ventures: antecedents and outcomes”, Entrepreneurship Theory and Practice,
Vol. 20, No. 4, pp.: 61-76

Brewer, P. (2001) “International market selection: developing a model from Australian case

studies”, International Business Review, Vol. 10, pp.: 155-174

Bryman, A. and Bell, E. (2007) "Business Research Methods",Oxford, Oxford University
Press, 2" Edition

Calof, J. and Beamish, P. (1995) “Adapting to foreign markets: explaining

internationalization”, International Business Review, Vol. 4, No. 2, pp.: 115-31.

Caughey, M., and Chetty, S. (1994)"Pre-export behavior of small manufacturing firms in New
Zealand", International Small Business Journal, Vol. 12, No.3, pp.: 62—69.

Cavusgil, S. (1980) “On the internationalization process of firms” European Journal, Vol. 8,
pp.: 273-281

Chetty, S. and Campbell-Hunt, C. (2003) “Paths to internationalisation among small- to
medium-sized firms: A global versus regional approach”,European Journal of Marketing Vol.
375, No.5, pp.: 796-820

Collinson, S. and Houlden, J. (2005) “Decision-making and market orientation in the
internationalization process of Small and medium-sized enterprises”, Management
International Review, Vol. 45, No. 4, pp.: 413-436

Coviello, N. and McAuley, A. (1999), “Internationalisation and the smaller firm: a review of
contemporary empirical research”, Management International Review, Vol. 39, No. 3, pp.

223-256

Coviello, N. and Munro, H. (1997) “Network relationships and the internationalization

process of small software firms”, International Business Review, Vol. 6, No. 4, pp.: 361-86

Crick, D. (2009) "The internationalisation of born global and international new venture
SMEs" International Marketing Review, Vol. 26, No. 4/5, pp.:453-476

35



Dichtl, E., Kreglmayr, H-G, and Muller, S. (1990) “International orientation as a
preconditition for export success”, Journal of International Business Studies, Vol. 21, No. 4,
pp.: 23-40

Eriksson, K., Johanson, J., Majkgard, A. and Deo Sharma, D. (1997) “Experiential knowledge
and cost in the internationalization process”, Journal of International Business Studies, Vol.

28, No. 2, pp. 337-60

European Union (2003) “Commission Recommendation concerning the definition of micro,
small and medium-sized enterprises”, Published in the Official Journal of the European
Journal, May 2003

Gundlach, G., Achrol, R., and Mentzer, J. (1995) “The structure of commitment in exchange”,
Journal of Marketing, Vol. 59, No. 1, pp.:78-92.

Johanson, J., and Vahlne, J.-E. (1977) “The internationalization process of the firm: A model
of knowledge development and increasing foreign market commitments”, Journal of

International Business Studies, Vol. 8, No. 1, pp.: 23-32.

Johanson, J., and Vahlne, J-E. (2009) "The Uppsala internationalization process model
revisited: From liability of foreignness to liability of outsidership”, Journal of International
Business Studies, Vol. 40, No. 9, pp.: 1411-1431

Knight, G. and Cavusgil, S. (2004) “Organizational Capabilities, and the Born-Global Firm”
Journal of International Business, Vol. 35, No. 2, pp.124-141

Kundu, S. and Katz, J. (2003) “Born international SMEs: bi-level impacts of resources and

intentions” Small Business Economics, Vol. 20, No. 1, pp.: 25-49

Lehtinen, U. and Penttinen, H. (1999), “Definition of the internationalization of the firm”, in
Lehtinen, U. and Seristoe, H. (Eds), Perspectives on Internationalization, Helsinki School of

Economics and Business Administration, Helsinki, pp. 3-19

Morgan, R., and Katsikeas, C. (1997) "Export stimuli: Export intention compared with export

activity"”, International Business Review, Vol. 6, No. 5, pp.: 477-499.

Oviatt, B. and MacDougall, P. (1994) “Toward a Theory of International New Ventures”,
Journal of International Business Studies, Vol. 25, No. 1,pp.: 54-64

Pleitner, J. (1997) “Globalization and entrepreneurship: entrepreneurs facing the ultimate

challenge”, Journal of Enterprising Culture, Vol. 5, No. 1, pp. 27-55.

36



Reid S. (1981) “The decision-maker and export entry and expansion”, Journal of International
Business Studies, No. 12, pp.: 101-112.

Rialp, A., Rialp, J., Urbano, D. and Vaillant, Y. (2005) "The Born-Global Phenomenon: A
Comparative Case Study Research”, Journal of International Entrepreneurship, Vol. 3, No. 2,
pp.: 133-71.

Ruzzier, M., Hisrich, R. and Antoncic, B. (2006)“SME internationalization research: past,
present, and future”,Journal of Small Business and Enterprise Development, Vol. 13, No.4
pp.: 476-497

Saunders, M., Lewis, P., Thornhill, A. (2007) “Research Methods for Business Students”,
England, 4™ Edition

Small Business Act (2009) “SBA Fact Sheet Sweden” Published in the European Commission

Enterprise and Industry

Straus, A. and Corbin, J (1998) “Basics of Qualitative Research: Techniques and Procedures

for Developing Grounded Theory”, Thousand Oaks, Calif.: Sage.

Vernon, R. (1971), “Sovereignty at bay: the multinational spread of US enterprises”, Basic
Books, New York.

Wiedersheim-Paul, F., Welch, L. S.and Olson, H. (1978) " Pre-Export Activity: The First Step

in Internationalization”, Journal of International Business Studies, Vol. 9, No. 1, pp.: 47-58

Yin, R. (1981) "The case study crisis: Some answers", Administrative Science Quarterly, Vol.
26, pp..58-65

Zahra, S., Matherne, B. and Carleton, J. (2003), “Technological resource leveraging and the
internationalization of new ventures”, Journal of International Entrepreneurship, Vol. 1, No.
2, pp.: 163-86

Zhou, L., Wu, W., Luo, X. (2007) "Internationalization and the performance of born-global
SMEs: the mediating role of social networks", Journal of International Business Studies, Vol.
38, No. 4, pp.: 673-690.

37



8. Appendix

Appendix 1 - Export Adoption Stages (Reid, 1981)

Export Behavior As an Adoption of Innovation Process

EXPORT ADOPTION
STAGES

DECISION MAKER

Variables involved

FIRM
Variables Involved

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
Export Export Export Export Export
Awareness Intention Trial Evaluation Acceptance

problem or oppor-  motivation, atti- personal experh resylts from en- adoption of ex-
tunity recognition,  tude, beliefs, and ence from fimited gaging In export- portingirejection
arousal of need expoctancy about  exporting ing of exporting
export contribu-
tion
past experience expectations from  sought foreign oc-  peofitability, sales  export expansion
export-related or entry into foreign ders through stability activity shown by
not; type, level, & market, foreign search of foreign continued export
amount of foreign  market oriontation, markets growth as: (1) in-
Information ex- export orientation, creased exports
posed to, and and underlying as a percentage of
assoclated indi- attitudes toward sales; (2) contin-
vidual characteris-  foreign involve- uved entry into new
tics, unsolicited ment markets; (3) con-
foreign orders tinued absolute
export growth;
(4) continued intro-
duction of new
products into ex-
port markets
past firm perfor- managerial goals unsolicited foreign  resuits from en-
mance, reputation,  and existing firm orders, existence gaging in export
and visibility resources of available man- behavior
agerial and finan-
clal resources
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