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Strategy in internationally oriented European SMEs

Birgit Hagen, Antonella Zucchella and Jorma Larimo

Abstract

This paper presents strategic types of internalimeth SMEs across four European countries respgnitirthe
call in International Business of developing stadiethe field of “generic” international strategy.

The objective of our research is twofold: first, @yploying cluster analyses we try to uncover sgiatgroups
out from data. Second, we aim to link the emergiimgtegic clusters and their internationalisatiehdviour and
patterns.

Results show some strategic types that are inqeantmon to different countries, even though releanitntry
specificities have been found. In general the usizef international SMEs is not isomorphic frorsteategic
orientation point of view, neither necessarily ‘téae” nor “opportunistic at best”.

Keywords: SME strategic types, international strategy, SktErnationalisation, strategic orientation.

1 — Introduction of the firm (including knowledge, skills and exmerce
etc.) and identify planned and unplanned routestés-
The construct of international strategy has reakive nationalisation. Also, the emerging internationatre
limited attention in International Business studies Preneurship literature goes in this direction:astplates
which have historically focused on specific issues@ Proactive, innovative and risk-taking attitudesofall
such as the standardisation/adaption choicesntee i firms towards foreign market opportunities and fifes
gration/responsiveness alternatives, the seleation empirical evidence of their ability to elaboratedam-
foreign location and entry modes. Reviews in thePlement internationally oriented strategic choicas.
field (Ricartet al, 2004; Melin, 1992) emphasize the though the change in internationalisation behavifur
lack of research into strategic foundations regaydi SMES has been widely recognized both on the academi

both conceptual and empirical work. Additionally, i but @lso on the political level, analyses ondfiterenti-
almost all of the reviewed contributions the |argeatedstrateg|c orientations of SMEs on internationat-ma
multinational company is at the center of attention kets are missing. _ o o
while SMEs international strategy has been an even Our contribution strives to fill this gap: it ainas
more neglected research field (Betlal, 2004). mapping distinct strategic types in internationaty-
The lack of research into “general” SME strategyented SMEs by putting its primary focus on general
might be partially explained by the fact, that Si&  Strategic orientations and their driving factordjich
haviour has been described as essentially unplameed ¢an be considered at the root of decisions regardin
reactive (Bilkey and Tesar, 1977) or at best opiistic country/mode selection, standardization/adaptation
(Westheagt al, 2002). However, Bebt al.(2004) note |t draws on samples from 4 European countriesy(Ital
that “the absence of an explicit and formal stragges ~ Finland, Greece, and Switzerland) thus providirp al
not equate to the lack of strategic vision, whetiranot ~ insight into potential differences in country imtation-
this involves a global focus.” In the same vein,l&Ne alisation and contributing to cross-country SMEeint
and Welch (1996) emphasize the “strategic foundstio nationalisation research.
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2 — Strategic Orientation and Strategic and distribution (Zhou and Li, 2007).
Behaviour Innovation (sometimes labeled technology) ori-

entation (I0) is present when organizations impletme

Very broadly, strategic orientations refer to “stgic ~ N€W ideas, products or processes (Hult and Ketchen,
directions implemented by a firm to create the prop 2001). Itis associated with investments in tecagsl
behaviours for the continous superior performarfce o¢@l 1€adership and with high quality products (&rit
the business” (Gatignon and Xuereb, 1997: 78). 1996; Gatignon and Xuereb, 1997). _

In the search of delineating constructs and dimen- ~ Most of the extant body of research in the (interna
sions, a large but frequently overlapping varigtgtoa- tlona_ll) entrepreneursh|p.of research orlgmatemfrpe
tegic orientation constructs is being proposedtiate- studies on entrepreneurial posture |_ntroduced byrCo
gic management, strategic marketing, (internatjonal@nd Slevin (1990, 1991) and Lumpkin and Dess (1996)
entrepreneurship, and export performance research. 1 he construct has received much interest relagviest

The strategic management stream of research foibtérnational dimension with the emergence of the s
lows mainly the Miles and Snow (1978) typology. caIIe(_JI mtern_atlonal new ventures or born globald a
They have conceptualized strategic orientatioeims the |ntern§1t|0nal entrepreneurship research. Conse-
of reactors, defenders, analyzers, and prospectorduently, this stream, contrary to the above mestion
Whereas reactors lack a consistent strategy, defend Ones, has a relatively well developed body of fugsi
adopt a conservative view of strategy and holccarse N the international context Scholars have agréed t
market position often in stable and narrow prochsct €ntrepreneurial orientation (EO) is a combinatidn o
market domains with particular customer groups andhree dimensions, that is innovativeness, proautiss,
established structure. Prospectors, in contraspham 2and risk-taking (e.g. Lumpkin and Dess, 1996). &ntr
size innovation and change and strive to Competergneunal orientation thus promotes the renew@xef
mainly by exploring new market opportunities, emerg 1Sting practices and the pursit of new opportesiti
ing trends, and technology. They typically maintam Wlth the increasing |nternat|onal_ integration and
aggressive competitive position and tend to bestigu  the involvement of small and medium-sized enter-
pioneers. Defenders and prospectors thus constituffiS€s on international markets, the internaticuhial
two ends of a continuum of strategic proactivenessmension of firm performance has gained much inter-
Analyzers, being the combination of prospector anfSt In the export pe_rformance research. Th|s_ stream
defender orientation fall in the middle of this tion ~ d0€s not conceptualize and test a comprehensive the
uum. They share elements of defender and prospectftical construct of “international orientation”ytoit
firms by maintaining both, a secure position incaec a_dds interesting insight _regardlng th_e internationa
market while seeking new market positions. dlmenS|_on that the previously described key con-

Most literature in the strategic marketing streamStructs in general have neglected. Research timat ce
of research emerges from studies on market orientd€red on the firm’s propensity/willingness/ motieat
tion, whereas alternative constructs such as produd® €xport reports that motivation to exporting ex-
tion and selling orientation have received less rePressed by either proactiveness or reactiveness is
search interest. The concept of market orientatioifOnsistent predictor of good export performance
places the highest priority on superior customénea (Deanet _al., 2000; Johnston and Czinkota, 1982; June
creation and delivery that lead to continuous sioper and Collins-Dodd, 2000). _
performance for the business (Narver and Slater, ASis clear from the above, the different consguct
1990). MO includes two major subdimensions: cus©f Strategic orientation may have some commonstrait
tomer and competitor orientation. Market orientatio @nd the distinctions among them are not always-lea
thus is distinguished primarily by attitudes towsrd Cut. Also, synergetic effects between alternatitiens
customers and competition. tations have been found empirically. We thus draev t

Product orientation (PO) is based on the pursuit ofonclusion that .the concepts share many S|mllar|t|e
production and other operating efficiencies thall wi ONe qf .them being also to lack clear boundaries and
produce widely available and relatively inexpensiveCOMbining complementary approaches.
products and services, thus attracting consumest (K . . . .
ler, 2000). With this kind of orientation firms aimt 3 — 1he link between Strategic Orientation
improving their production efficiency, minimize ¢es and Strategic Behaviour
and develop mass distribution to establish conipetit
advantages (Fritz, 1996; Nol#eal, 2002). Notwithstanding the fact that strategic orientaibave

A selling orientation is characterized by aggres-been identified in all research streams as an itapor
sive sales and marketing to achieve fast returas artheoretical construct, there has been limited rebea
maximize market share (Nobkt al, 2002). Firms Wwork on the relationship with both the generic cetip
exhibiting such an orientation pursue market shardive and the functional strategies pursued by firBla-
expansion and short-term sales maximization whefer and Narver (1996: 59) for example propose that
contemporaneously investing heavily in promotion“understanding the link between market orientatiod
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strategies ... is important to our comprehensiveeppr 4 — Research Design
ciation of market orientation’s contribution to arg

izational effectiveness”. Hurley and Hult (1998y@®  The conceptual framework was applied to representa-
that orientation can be manifest at various leireldn  tjye samples of international SMEs in ltaly, Firdan
organization, i.e. the firm's strategy, processesi be-  Greece and Switzerland in order to uncover distinct
haviours. If we are working on the assumption tha%trategic types and to check for a potential agsioci
strategic orientations influence organizational&veh \ith internationalisation performance and patterns.
iour, those behaviours might become manifest inyail surveys with structured questionaires tookcpla
strategies leading to competitive advantage thiét ul jn the period from late 2006/early 2007 targetihg t
mately influences performance. Peng (2001) e.tessta CEQ or the most knowledgeable person regarding in-
that competitive advantages originate from inneeati ternational activities. Response rates varied fi@to
and proactive orientation. And finally, Mintzbergda 3394 across the countries and can be considered ac-
Water's (1985) view of strategy formation and it6 d ceptable (Harzing, 2000).
ferent notions such as e.g. the entrepreneuribbede Multi-item, 5-point-Likert scales (for a total of
ate and emergent seem to combine well with the ideay variables) were used to operationalize the con-
of a strategic orientation that influences bothgh&c-  strycts  of strategic  orientations,  competi-
ess of strategy formation as well as the contestrat- tjve/functional strategy, and competitive advantage
egy. Strategy under this view is the vehicle thtoug No significant differences were found between re-
which orientations become visible. spondents and non-respondents based on criteria in-
_ For example, a differentiation strategy that re-cjyding size and international activities of thenfs.
quires thorough understanding of customer needs cjyster analysis, being a structure-discovering ana
and competitors positioning to achieve differentia—|ytica| method, has been employed in order to détec
tion advantages suggests a customer and competitg{pgenous strategic grougsis a commonly used statis-
orientation as well as innovation. Also firms pursu ijcg| technique in a variety of disciplines wheassiifica-
ing a focus strategy must understand thoroughly th@on of subjects (such as firms) is the objective.
needs of their target customers, thus it is likelype Cluster analysis has played a key role in re-
associated with customer orientation. Since th&earch because it allows for the inclusion of rpisti
niche offers protection from competition, competito yariables as sources of configuration definitiord an
orientation might be of less importance. As regardsherefore enables potentially rich descriptions
functional strategies, entrepreneurial and market(ketchen and Shook, 1996). Despite this strength,
oriented companies for example could be expected|yster analysis has been critized for its relianoe
to put more emphasis on marketing in general andesearchers’ decisions or for cluster results thay
promotion in particular as compared to product-not reflect any real conditions but instead may-sim
oriented businesses. Therefore, just as we expegly pe statistical artifacts (Thomas and Venkatama-
that businesses with different strategic orient&io rgn 1998). As with any technique, however, the re-
vary in their competitive strategies, we also expecgyts obtained are only as good as its implementati
that they view marketing elements differently. and the theoretical rationale behind it.
~ An approach that is able to investigate syner-  Tperefore, in applying the technique we have
gies and complementary mechanisms among thesgrictly followed the recommendations of method-
various aspects might help to find some further in-g|ggists (Ketchen and Shook, 1996; Punj and Stew-
sight on SMEs’ way to strategizing. We thus de-5rt 1983). We applied a two-stage procedure by
cided to follow a holistic approach in order to un-means of a non-hierarchical cluster and k-means
cover strategic SME types. Our final framework cjyster. The former, based on the Euclidean distanc
useful for empirical identification of strategicoys  and on the Ward method, allowed us to hypothesize
out from data is defined as a set of variablesagee the suitable number of clusters since no a priofi i
see Appendix for measures and operationalizatioformation was available. The latter approach
examples) regarding: o _ searches for the best configuration of the preeefin
- strategic orientation operationalized with key groups allocating the more similar observations int
items relative to dimensions of alternative striteg o5ch cluster. From the several applications of the
orientations, motivations for internationalisation, 5pqe explained procedure we came up with three to

and management attitudes and characteristics; ¢, consistent and statistically significant gretip
- sources of competitiveness/competitive advantage(ss ee figure 1)

expressed by product/technology/price and/or mar- The identified clusters in all countries are pasite

keting advantages; . o . . . )
9 g as representing distinct strategic orientationsthat

- thefirm’s competitive and functional strategyp- 2 " - S
erationalizing the they stand for “sets of entities sufficiently sianilto

niche/differentiation/cost-leadership strategy and €ach other and sufficiently different from entitiies

the degree of standardisation/adaptation in major Other such sets that they are separately delinaitet
markets. named” (Chrismaset al, 1988: 415).
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Figure 1 — Cluster representations — Italy, Finlaitgfreece, Switzerland.

PC1

Py ;
Greece .
ot Sweitzerland

*  Even with a high number of variables with regtwdbservations, we obtain clusters whose int&apom is reasonable
and consistent.
**  The cluster representations were obtained u8ipgincipal components.

5 — Empirical Analysis able number of export markets that is still being e
panded. The niche is built on the key assets of a
In the following, we will briefly present the four Strong customer orientation, in terms of custoraed(
countries’ cluster analyses and the identifiedtegia ~ COMPpetitor) knowledge, satisfaction and experience.
SME profiles. Strategic types will be associatethwi In line with research regarding the niche strategy
data regarding the internationalisation charadtesis 2and related standardisation/adaptation practiostel
of the single clusters in order to detect poterdi&l 1 firms’ offering is standardized, serving a largen-
ferences. Finally, a cross-country comparison béll  ber of homogeneous global segments. Neither brand,

provided. nor packaging and design, nor product features in
general are adapted.
5.1 —Italy The drive towards internationalisation comes from

managerial capabilities: within the cluster, intdronal
orientation, experience, mindset and commitmerksan
highest. As is posited by the strategic manage-
ment/resource based view, the fit between stradegy
capabilities (Day, 1994) leads to competitive advan
tage: in this group of firms, managerial capaleitand
gggn?peéggrtii:g;t rgggé?tsDélz?:?ned”?_einudwpig’gzg"r%ustomer knowledge, together with the targeting of
' NS 9 - 7" highly specialized niche markets and a greatererop
The cluster ranks highest on items that definecheni gty to use networks suggest that these firms hase-

The first cluster is theustomer-orientedgroup of

firms, that follows aniche strategyand is somewhat
naturally international. A niche strategy necessga
and enables small firm internationalisation in ay¢a

iggg?’gx‘cii(tzgmisrs Olérrcré:\(l)gug;sr S?Qéic? :sesil:(z)re erior fit between capabilities and strategy thiagirt
' P P ounterparts in the other clusters.

specialized product” and “our markets are small but The second strategic cluster could be described

we have many target markets”. as being “stuck in the middle”. In this group ndide

Descriptive  statistics support the niche- . _ ; .
. : ) . . nite strategic profile is emerging, no clear pietuwf
interpretation (see table 1): the group is charéztd .strengths and weaknesses, no definition of competi-

(t:)g)/ntsheeql:]égrzlil Stlafgglc;rt dr:ggnggftsznaliln?(;?r?aptisoril?s;t-ive competences and assets. The firms seem to look
tion. Hand in hand with its strategy goes its cdesi and/or wait for a vocation or — right from the bregi
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ning — for motivation. Theabsence of a definite stra- (e.g. Caloriet al, 2000; Bellet al, 2004).
tegic orientationalready starts with absence of moti- The entrepreneurial dimension of these firms is
vation: neither reactive nor proactive motivatidos  explained also with consistently superior values on
internationalisation are considered relevant to thamanagement characteristics indicatingeatrepreneu-
companies in this group (this group’s orientationrial attitude but also with the fact that growth topics
might be primarily domestic, as number of marketscan be related topportunity seeking and risk-taking
and export ratio are suggesting; see table 1). (number of countries/expansion to new markets) and
Along with this lack of a clear “reason-why” or the drive towards innovation as described abowg (e.
commitment to internationalisation, management comKnight, 2000; Zucchella and Scabini, 2007). Thbs t
petences seem to constrain the strategy definlloha  group is best described with an overall proactiie a
single item operationalizing managements’ drive andude more than with an adaptive approach.
competence to internationalisation is ranked highim As is the case in cluster 1, these companies due
this cluster. Putting these factors and their coatpely  to the fit between capabilities and strategy reakz
low export ratio and the limited number of expodrm competitive advantage that leads to outperformrthei
kets together, this might be the group of oppostimi competitors in their foreign markets and differatdi
exporters with no clear objectives and consequerdly them from their counterparts in cluster 2 and 4.

clear strategy formulation and resource allocation. Cluster 4 companies are characterized by a strong
Cluster 3 firms are best described as being th@roduct-orientation
entrepreneurial-growth orientedroup of firms. This They show consistently the lowest values along

cluster’s orientation is being reflected in higlister  the dimensions investigated. The firms however are
rankings on all performance- and growth-orientedrelatively intensive internationalisers with comeig
items across all investigated areas. Performante dagrowth rates.
from the clusters’ demographic profiles below (see Looking at within-cluster values, the topic of com-
table 1) confirm this view, showing a high and themunication with all its sub-items and distributipalicy
most quickly growing export ratio across all cluste  is ranked unimportant. Putting together these facto
Cluster rankings also show high satisfaction withwith those ranked highest — quality of service/paid
competitive advantage/positioning. Businesses im th and in-time delivery and a certain emphasis on fiaanu
group seem to enjoy both, successful definition anduring — one might suggest an orientation basesfion
exploitation of competitive advantage. This advan-cient production towards a limited number of custesn
tage lies ininnovation and quality-orientatiofmost  or a narrow line of specialty. In this cluster amard
strongly emphasized development of new productsooking strategic attitude goes together with ahtdgge-
and services, new production technology as well asialization in terms of specific production and vz
quality orientation, customer satisfaction) agaia e skills, leading to industry reputation for quality.
pressing superior internal capabilities and keye®sss

Table 1 — Italy — Clusters’ internationalisationaracteristics.

Cluster 1 custerz | B0 | Sroduey | el
customer lack of strategic r osvth ' pl nward toteill
orientation orientation 9 . ) :
orientation orientation
Number of cluster firms number 30 53 43 22 148
% 20 36 29 15 100
Internationalization
characteristics
Experience in internationalisation Average 20 17 17 18 19
years
Nr of market (average) 2000 17 7 20 11 13
2005 20 11 27 15 17
2008 22 12 27 17 19
expected
Export Intensity 2000 average 42 26 35 28 38
Export Intensity 2005 average 53 27 49 33 4]
Export Intensity 2008 expected average 61 36 59 41 48
Time from foundation to 1st expor average 12 16 16 14 15

*  after correction for outliers.
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product/service uniqueness. Also, these firms put e
phasis on networking and the use of internet what w
Many of the three clusters’ high and low end ciéter could consider indicative of a technology-basedmsec
are common to all of the three clusters identifiate  that is closely interconnected internationally. lime
therefore suggest a general “country orientation’With the global segment the businesses serve, this
building the baseline for the subsequent clustiarin group does not adapt its marketing mix. _
pretation. This country orientation could be best d Cluster 1 is the customer/market oriented
scribed with a general emphasis put on internationg@roup of firms. Their high scoring between-cluster
expansion. The importance Finnish businesses assigfflués such as “customer/competitor knowledge”,
to internationalisation is reflected in 10 out bétl5  customer satisfaction” and “proximity to custom-
items ranked most important that put international’s” express their underlying strategic orientation
expansion, performance and growth at the top. Therednd realized competitive assets. Firms in this-clus
fore, it seems that most of the Finnish firms civee t€r also seem to be highly competitive in terms of
internationalisation as an opportunity and a nétess their marketing strategy (all items rank highest)
for firm growth. Such an interpretation is undeglin sup_ported by this cluster’s adaptation practice in
by a general low ranking of all reactive motivaidp ~ Major markets. . -
go international. Similarly, in a longitudinal studf For cluster 2firms no clear strategic profilds
some 500 Finnish firms over the period 1983-1990emerging. Between-cluster values are — with a few
84% of the firms saw globalisation as having pusiti €Xceptions —the lowest among the 3 groups.
or very positive effects, with small firms indicagia ~_ Descriptive statistics regarding internationalisa-
slightly stronger growth than medium-sized firmé fo tion behaviour are coherent with cluster interpreta
lowing globalisation (OECD, 1997). tions: theentrepreneurlallgrowth orler_1ted_ clust%_
Among the three clustersluster 3is thegrowth Py far the fastest and the most intensive inteonad:
oriented/entrepreneuriatluster. Firms in this group zing group and it is the broadest in scope. Ia livith
show the strongest international orientation antl puits strategic profile, these firms show the highest
the highest emphasis on international growth, supgrowth rates regarding both number of markets and
ported by a well educated and internationally exper €Xport ratio. Also theustomer/market-oriented firms
enced management team. The cluster firms are foRre intensive internationalisers with consisteatgh
lowing a niche strategy: they exhibit consisteritlg ~ rates and development of number of markets. Cluster
highest rankings from “small domestic market’ to 2 firms are lagging behind regarding intensity, how
“niche market but many target markets” to “products€Ver. coherently with the general Finnish imporeanc
satisfy a particular need” etc. between the clsster 9iven to internationalisation, also this group izes
Whereas the niche strategy in the Italian caseiiis b 9rowth abroad. The Finnish results therefore seem t
on a customer orientation, in Finland the strategypUPPOrt the general hypothesis that strategic lgeofi
seems to be related to a technology advantage arif€ impacting internationalisation trajectories.

5.2 —Finland

Table 2 — Finland — Clusters’ internationalisaticharacteristics.

Cluster 1 Cluster 2 Cluster 3
customer -(market) - no strategic | entrepreneurial/growth | Finland total
orientation orientation orientation
Number of cluster firms numbeyr 64 82 57 203
% 32% 40% 28% 100%
Internationalization characteristics
Experience in internationalisation Average 16 14 15 15
years
Number of markets (average) 200 11 7 17 11
2005 14 9 23 14
2008
expectd 17 11 27 17
export intensity 2000 average 50% 32% 58% 45%
export intensity 2005 average 54% 38% 67% 51%
export intensity 2008 expected average 58% 45% 74% 57%
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5.3 —Greece trepreneurial orientation is also reflected in highk-
ings on items such as development of new prod-

Cluster 1companies seem to be characterized by &/ct/service, and new production technology.
“selling (price) orientation”. They rank items such as ~ Cluster 3hasno clear strategic profile Most
“pricing strategy”, “payment conditions”, “special ewglent is their passive _attltude_towards mtemaatll_-
price and discounts” and “target profit' highest. Sation. They do not assign any importance to véab
Within cluster values support this interpretatiati; ~ OPerationalising international expansion, growtid an
marketing instruments except pricing issues are toperformance. This is reflected in a management pro-
tally standardized, whereas all issues relatedritep file that seems to lack competencies and experience
show a high level of adaptation and importance. Iff€levant to internationalisation (“level of intetizaal
addition, the general low profile of this clusteveg ~ Orientation of management”, “education and man-
not hold for management skills, competencies and@gement commitment” ranks lowest between the clus-
commitment to internationalisation (“level of educa t€rs). Interestingly, items related to the compait
tion level of the management”, “strong desire for i Ness of the firms express advantages that obviously
ternationalization on behalf of the management”are not exploited internationally (such as comjwetit
“level of management commitment” are ranked im-Ness in terms of product technology, quality eig
portant). therefore conclude that in this cluster management
As descriptive data shows (see table 3) the firm$eems to limit international expansion and that the
are relatively intensive internationalisers withgthi ~ firms’ orientation is mainly domestic.
growth rates: therefore, their orientation is supgmb Descriptive statistics confirm the orientation of
by a well prepared management; in this clustegreri theé 3  clusters.  Consistent with their
tation and managerial competency are successfullgrowth/entrepreneurial orientation, Cluster 2 firms
combined and permit firms to expand internationally Show the highest export intensity/growth and the
In general,cluster 2 shows the highest values number of export markets has been developed con-
along all the dimensions considered. This grougei ~ Stantly since 2000. Internationalisation in clusgr
described by a strongtowth-entrepreneurial orienta- S€ems to be considered neither an opportunity nor a
tion”: all items concerning international growth and Necessity as has been illustrated above. In lirte wi
performance rank highest both, between clusters arfdlis “domestic/passive orientation” export ratiodda
within the cluster. The profile is complemented a0y 9€0graphic scope in this group of firms are stabie.
strongly motivated and well educated managemenrf@lly, the “selling-oriented” firms combine inteina
with international skills and a strong desire teina- ~ Strengths with international opportunities thatufes
tionalize: all variables expressing the internaglapri- N considerable export intensity and international
entation of the management exhibit top values.dire  9rowth rates.

Table 3. Greece — Clusters’ internationalisatioradcteristics.

Cluster 1 Cluster 2 Cluster 3
selling (price) entrepreneurial/ - ) Greece total
h - no strategic profile
oriented growth oriented
Nr of cluster firms number 86 137 34 257
% 33% 53% 14% 100%
Internationalization
characteristics
Experience in internationalization Average 13 12 10 12
years
Nr of markets (average) 2000 5 6 4 5
2005 6 9 4 7
2008 9 11 6 9
expected
Export intensity 2000 average 29% 32% 11% 29%
Export intensity 2005 average 35% 39% 11% 34%
Export intensity 2008 expected average 39% 44% 17% 39%
Time from foundation to 1st export average 11 12 26 14
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This cluster, due to its “selling orientation” anth- Cluster 4 is thentrepreneurial-growth oriented
nagerial drive realizes international expansion- notcluster. All items operationalising international ori-
withstanding its (very) limited competitiveness pro entation, growth and performance rank highest
file as is indicated in cluster values. across clusters. Also, an experienced, committed an
At the contrary, cluster 3 firms seem to possess avell-educated management team with a global mind-
competitive offering and unique selling proposiion set is driving internationalisation. This group of
but they lack strategic orientation and internaglon businesses builds on high product/service quality

drive and therefore limit their international grdmwt and innovation (new product/service development,
development of new prod technology is ranked high-
5.4 —Switzerland est). These firms seem to move in the most global

environment among all clusters that pushes andg pull

Cluster 2firms share a technology advantage: theythem (internationalisation of customers and success
indicate a product/service that is unique in teahs Of competition on foreign markets) towards interna-
technology and serving a particular need of thejtionalisation. Firm internal resources relevantre
customers; additionally, this uniqueness as well agérnationalisation therefore are corresponding weell
unsolicited orders are indicated the major motiva-the overall international market conditions and tmig
tions for internationalisation. In fact, managementP€ reinforced and constantly developed by facing
does not seem to proactively pursue internationaliintérnational competition as the overall very piesit
sation as all items related to management’s internaCOMPpetitiveness-profile suggests.
tional orientation, experience and commitment are  Cluster 1 absolute values at a first glance do not
ranked low in this group. Also, all variables opera Permit identification of a clear strategic profile,
tionalising importance of international performanceSince they reveal too few characterizing high/low
and growth are judged modest. end variables between clusters. However, when
Whereas all management competencies relel20king at highest values in general, the cluster e
vant to internationalisation score low, the levél o hibits consistently top rankings for all market -ori
education instead is indicated to be very high. ented items, such as customer/competitor knowledge
This again could be indicative of a technology 8 Well as customer satisfaction. _
orientation, together with a general low profile in  AlSO, cluster firms assign much importance to
terms of marketing competitiveness. However, thentérnational growth and performance and indicate
current technology advantage does not seem to btge[r management to.be internationally oriented, ex
developed for the future, as all items regarding in perienced and commmgd. We thergfore suggest this
novation (such as new product development/nevfluster to be characterized as beigstomer ori-
production technology) are low-level. We therefore€nted o .
propose this group of firms to be characterized as Descriptive statistics as repc_>rted in taple 4. con-
product/inward oriented firm the general hypothesis that firm strategienta-
Cluster 3 firms report comparably high valuestion is impacting internationalisation behaviourdan

regarding reactive internationalisation motivationsPerformance. _ _
(eg “overcapacity”, “competitive pressure”). In ad- Both the market-oriented and the entrepreneurial-

dition, they show a poor competitiveness prc)f”egrowth oriente(_j group are intensive i_nternatiormﬁs
and seem to lack any competitive advantage as loiat are broad in scope, whereas their counterpegts
rankings across all items suggest. The only stiengt'299ing extremely behind. .

of these businesses as evidenced by between- The passwe/mward—onented groups realize an
cluster values lies in their “distribution”-related €XPOrt ratio of about 30%, whereas the former gsoup
activities such as excellent intermediary relatjons of businesses double this ratio.

competitiveness regarding distribution and adapta-  Further, they also serve more markets and more

tion of distribution channels in main export mar- 9eographically and culturally distant markets than
kets. their counterparts.

Similarly to Cluster 2, management is not However, cluster statistics describe Cluster 2

driving international expansion: almost all items firms to be the youngest and relatively quick as re
regarding international performance and growth aréd@rds their “time to Lexport market”. o

ranked lowest across the clusters. Additionally, a  Further, they are somewhat penalized in terms of
comparably low level of management competence§ize- In this case we have to further investigate i
limits internationalisation. In this case, firmsege Within-cluster firm differences in order to verifjat-

to delegate internationalisation to their intermedi te€rns of precocity, speed and scope of internaligma

aries a fact that might explain thack of strategic ion in order to confirm a predominant “prod-
orientation uct/inward orientation” or a high-tech born globat-

tern.
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Table 4 — Switzerland — Clusters’ internationalieatcharacteristics.
Cluster 1 Cluster 2 Cluster 3 Cluster 4
customer product/in- lack of entrepren./ Switzerland
- ward strategic growth - total
oriented - . ! f .
oriented orientation orientation
Number of cluster firms number 48 17 20 60 145
% 33% 12% 14% 41% 100%
Internationalization characteristics
Experience in internationalisation average 32 12 14 26 25
years
Number of markets ** 2008 17 4 9 23 13
(expected)
Export intensity 2008 expected** average 55% 30% %27 62% 51%
Time from foundation to 1st exportation average 10 8 12 8 9

*  after statistical correction for outliers
** 2000 and 2005 figures are not available; the Swishort) version of the questionnaire did noluide the questions on
2000-2005 internationalisation data.

clear strategic profiles in general perform bettem
their less “strategic counterparts” (Miles and Snow

Cross-country analysis shows common strategic prol978; Conanet al, 1990; Pelham 1996) and they are
files as well as some country-specific traits &ssil PUrsuing more actively international opportunities.
trated in table 5 below. In particular, two strateg The entrepreneurial/growth oriented cluster is
types are present in all the countries under inyast 2across all countries — although on different levels
tion, i.e. the entrepreneurial/growth oriented tgpel the most intensive internationaliser with the highe
the cluster of firms without a clear strategic otee ~ 9rowth rate. _
tion and behaviour. Not surprisingly, these two ty-  These groups of firms are also the fastest to real-
pologies represent two extremes of the strategie pr 1€ f|r_st exports. Further, their |nt§rna_t|onal thoestr
files: the former have a very clear and proactivie o Selection seems to break the psychic distancerpatte
entation towards capturing market opportunities and€-g- Oviatt and McDougall, 1994). Also the custome
possess/develop resources to have corresponding r@dented groups, consistent with their strategifif,
sults, while the latter constitute the “low end”tbe  aré exploiting international expansion intensivatyd
SMEs world, characterized by a reactive/passivie att '€alize growth at superior rates. .
tude and lack of strategic awareness. Regarding the [N both cases psychic distance obviously becomes
other strategic types, we find evidence of prod-less relevant with firms emphasizing customer prox-
uct/inward oriented firms in Italy and in Switzexth ~ iMity and orientation, networking, innovation and
Customer orientation is found in all countries apar 9rowth opportunities. _
Greece, but on the other hand we found a selling or ~ Additionally these two clusters show different
entation characterizing one group of Greek firmsfeatures also with regard to the scope of inteonati
which is not present in the other three countries. ~ activities: as is indicated in table 1-4 the custom
Similar to extant research (Miles and Snow,oriented group of companies and the growth-
1986; Nobleet al, 2002; Zhouet al, 2005, 2007), Oriented/entrepreneurial cluster show the highest
our findings describe a number of viable strategic ~number of export markets, that might be explained
entations for SME to prosper and survive in theirWith & global customer segment and a growth and op-
competitive international environment. In line with ~Portunity seeking strategic orientation (Zuccheltal
earlier findings in a domestic context, groups withPalamara, 2007; Calcet al, 2000).

6 — Discussion

Table 5 — Presence of strategic types across cimstr

Italy Finland Greece Switzerland
Entrepreneurial/growth orientation Yes Yes Yes Yes
Customer orientation Yes Yes No Yes
Product/inward orientation Yes No No Yes
Selling orientation No No Yes No
Lack of strategic orientation Yes Yes Yes Yes
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The remaining groups showing clear strategic pronational commitment and importance of international
files such as the “product/inward” and the “sellmit  expansion and performance with a highly skilled and
ented “ groups are lagging behind regarding alledim committed management. The second common cluster is
sions of internationalisation. Whereas the entregue  the one of SMEs lacking a clear vision, orientatml
rial and customer/market oriented strategic typesur  commitment towards foreign markets. In the Swis$ an
study are always characterized by high levels odpr the Italian case the groups seem to be mainly ddmes
tiveness and international orientation, these reimgi cally oriented firms, assigning little importanaeitter-
types are internationally successful only when rthei nationalisation. Also, across all four countrigs tiroup
strategic types combine with “international orienta seems to be limited by management competences and
tion”. These groups show international performancedrive. In general it is the group with the lowestfprm-
when their orientation combines with manageriavalri ance profile regarding all internationalisation dim
and commitment to internationalisation. sions, namely export intensity, scope and speed.

Not surprisingly, the groups lacking strategic di- The customer oriented firms are well represented
rection are the slowest and the less intensiveriate (all countries apart Greece), and base their cdtiveet
tionalisers, with a tendentially limited countryrfo-  advantage on strong customer orientation, satisfact
lio that tends to follow a psychic distance pattern and knowledge. Both entrepreneurial and customer or

These findings complement extant research omnted strategic profiles are associated with sopen-
strategic orientations that has showed positivalt®s port ratios, growth rates and development of market
as to the orientation-performance relationship @@ d This confirms to some extent the idea that beirgs cu
mestic contexts and large firms (e.g. Snow and Hretomer/market oriented may be part (or close to ¢me)
biniak, 1980; McKeet al, 1998; Conangt al, 1990; trepreneurial type (Atuahene-Gima and Ko, 2001; Luo
Canoet al, 2004; Shohanet al, 2005). It also con- et al, 2005; Miles and Arnold, 1991).
firms earlier international entrepreneurship stadie The remaining types, the Greek “selling orienta-
that put entrepreneurial/growth orientation at¢bee  tion” and the “product/inward” oriented clustersear
of superior performance and accelerated internationbest characterized with exploiting a specific drimsic
alisation patterns that challenged traditional ways competitive advantage, based on the capacity to com
international expansion (e.g. Oviatt and McDougall,bine internal strength with a skillful managemedmtt
1994). The findings also give evidence of the that  puts emphasis on international expansion.

SMEs are neither only “reactive” or “opportunistic” In every strategic cluster it is possible to idgnti
at best, as has been posited in much of the SME irstrengths and weaknesses of the approach followed b
ternationalisation literature. the firms. The outcomes of the clusters analysisetbre

Further, these differentials in internationalisatio are of relevance for managers and entrepreneusasifec
profiles suggest influence of strategic orientatmn they permit to position a company in one of theseigs

internationalisation patterns and performance. and to compare their firm’s vision and orientatieith
other clusters. The research is also relevant dticyp
7 — Conclusions makers because it reveals that small firms areisoet

morphic from the viewpoint of strategic orientatiand
The aim of our research was to deepen the knowledg@€haviour and need to be approached with differteti

of SMEs strategic profiles and behaviour. We prepos Policies, according to the potential risks and weskes
cluster analysis, an explorative statistical tegheithat ~Underlying each cluster profile.

allows structure-discovering analysis out of data This research has also limitations: the research
order to uncover strategic types across 4 Europedhethodology chosen is subject to criticism in thaan-
samples of international SMEs. not completely separate strategic profiles whighaia

The findings support the idea that the world of in_somewhat_overlqpping in some dimensions. This_iis ev
ternational SMEs is not isomorphic with referenge t dent also in business reality, where our stratgges
the strategic profiles of firms: in all the coustisome ~ répresent a simplification of the reality itselglipful to
strategic typologies emerge and they are well rdisti _classn‘y f|fms and understand their internationstdo/-
guished. The findings also support the idea thaa in iOF, but with a number of grey areas among clusters
well integrated area from the economic and commer@ddition to this our analysis cannot capture ttaugion
cial point of view like continental Europe, it isgsible  Of firms from one typology to another, a procesgcivis
to find both similarities and significant differecin  likely to occur continuously — at least in the nuedi
the strategic types of international SMEs. long term- in the life of firms. Therefore, futuresearch

From cluster analyses five strategic types emergdlght try to confirm and fine-tune the strategipey we
two of them are present across all the countriessti found across the four countries. Also, a longitabin
gated, while the presence of the other three iescat-  Study of firm strategic clusters might yield intetieg
tered. The first cluster is represented by theepréneu- insight in long-term internationalisation behaviamd
rial-growth oriented firms, which combine strondein development and related performance consequences.
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Appendix

Operationalization examples of the strategic oréian constructs.

Variables: eg : o ;
¢ New product/new service =T TUTee 1 Variables: eg.
i development -7 S i Customer knowledge
i Our product is uniquein terms | N i Competitor knowledge
i oftechnology - 1 N 1 Customer satisfaction
~ . "
””””””””””””””””””” .1 Proximity to foreign customers

N Internationalisation of customers !

Innovation
orientation

Market
orientation

Entrepreneurial
orientation

Strategic

orientationg Selling
orientation

Variables: eg,Pran;tive motives
| tow. internationalisqtion !

i global grientat!on, urgelcommitment of Variables: eg.

i mgmt. innovation variables, ! Much emphasis on

! : y | . / N A |

| experience, education,, : Production L selling/communication

| knowledge of mgmt orientation L, activities/budget :

"""""""""""""""" *\ 12 Little importance USPs !
S N, . and customers :

: N :
! Variables: eg Superiority in | .
! production processes  ~ i -
} Lead time, Subcontracting 3\ -
! Little emphasis : ST
! on comm/distrib issues,
i customer/competitor

Examples of strategy operationalization.
Estimate how well the following statements areReferences
describing your company (from 1 describes very

poorly to 5 describes very well): _Atuahene-Gima K. and Ko A. (2001), An empirical
a) Our product is serving a specialized need that igyestigation of the effect of market orientationda
not easily satisfied with competitors products;  entrepreneurship  orientation alignment on  product
b) The markets of our products are small in eachnnoyation,Organization Scienc/ol. 12, No. 1 [54-74].
country, but there is a lot of target countries; Bell J., Crick D., Young S. (2004), Small firm
¢) Our customers are thinking our product more agnternationalisation and business strategy: anoeiary
a specialized product that as a standard pro_duct;study of “knowledge intensive” and ‘“traditional”
d) Our customers regard our product of highermanyfacturing firms in the UK|nternational Small
quality than our competitors product Business JournaVol. 22, No. 1 [23-56].
e) Our product is unique in terms of technology.  Bjlkey W. and Tesar G. (1977), The export behaviour
o ~of smaller Wisconsin manufacturing firmiurnal of
Examples of management characteristics operationmternational Business Studiegol. 8, No. 1 [93-98].
alization. _ . Cano C., Carrillat F., Jaramillo F. (2004), A meta-
Please, rate your view of the following managementynalysis  of the relationship between market
related issues in your company (from 1 very lov6t0 qientation and business performance: evidence from

very high): S five continents International Journal of Research in
a) International orientation of management; Marketing 21 [179-200].

b) International experience of management; Calori R., Melin L., Atamer T., Gustavsson P. (2000
¢) Managements level of education Innovative international strategiedournal of World

d) Managements level of knowledge in languages; BusinessVol. 35, No. 4 [333-354].
e) Managements commitment to the foreign

business.
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