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Chapter 1 

Introduction 

1.1 Research Setting 

The topic “international competitiveness of small and medium-sized 
enterprises” is gaining increasing interest from researchers (e.g., Man et al., 
2008; Ma and Liao, 2006; Man et al., 2002; Coviello et al., 1998) and policy 
makers alike (e.g., European Small Business Finance Outlook, 2013; 
Vinnova, 2013; European Commission Innovation Union Competitiveness 
Report, 2011). This increasing interest is not surprising given that small- 
and medium-sized enterprises (SMEs) collectively are a major player which 
provide approximately two-thirds of the employment opportunities within 
the private sector in Europe (European Union Country-Sheets Sweden, 
2012; European Union SBA Fact Sheet, 2012; Svenskt Näringsliv, 2013). In 
the context of SMEs, innovation has proven essential for the 
competitiveness of both firms and countries and to address global 
challenges such as environmental issues (OECD Innovation Strategy, 
2010). Although research and development (R&D) remains important, it is 
noteworthy that an increasing number of innovative firms in service and 
manufacturing do not engage in R&D but are able to create value through a 
wide variety of innovations (OECD Innovation Strategy, 2010). Therefore, 
innovation is crucial for the competitiveness of an increasingly wider variety 
of firms, and is no longer a topic limited to high-technology firms that 
engage in R&D. In Sweden, innovative firms rely more on international 
collaborations on innovation than on purely domestic collaborations, a 
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tendency seen in most countries of the world, indicating that global 
networks of innovation are increasing (OECD Innovation Strategy, 2010). 
Yet, our understanding of the relationship between innovation and 
internationalization in SMEs’ international networks, and how such 
activities relates to the international competitiveness of these firms, remains 
limited. Therefore, this thesis strives to investigate Swedish SMEs’ 
internationalization, innovation, and international competitiveness from an 
international network insidership perspective. Particular strengths of 
Swedish SMEs, compared with SMEs in other EU countries, include 
innovation- and internationalization capacity (European Union, SME 
country fact Sweden, 2008). Sweden is moreover an advanced, small, open 
economy (SMOPEC) that, according to the Global Competitiveness 
Report of 2010–2011 (World Economic Forum, 2010), is one of the 
world’s leading innovators and the country with the most technological 
adoption globally. Although Sweden is a productive and competitive 
economy (The Global Competitiveness Report 2010–2011), it has a limited 
domestic market, resulting in a greater tendency to internationalize and a 
relatively high reliance on global markets (OECD Reviews on Innovation 
Policy, 2012). All in all, this reasoning suggests that Sweden is a particularly 
suitable setting for studies on SMEs’ international competitiveness, 
internationalization, and innovation from a network perspective.  

Moving on to the theoretical research setting of the thesis, it is 
important to note that this thesis refers to SMEs’ long-term performance, 
resulting from the firm being competitive within international business 
networks, as “international network competitiveness.” “Internationaliza-
tion”, on the other hand, connotes that a firm’s organizational activities 
cross national borders (Schweizer, Vahlne and Johanson, 2010). Interest-
ingly, most international entrepreneurship (IE) studies as of today focus on 
small firms that take on foreign sales (Keupp and Gassman, 2009), and this 
is also the case in this thesis. Based on the definition of McDougall and 
Oviatt (2000), “international entrepreneurship” is delineated as a combina-
tion of innovative and proactive behavior that crosses national borders and 
is intended to create value. As for performance, this thesis briefly touches 
on financial measures; however, in particular, I highlight the outcome of 
technical and foreign market knowledge development within international 
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business relationships. The rationale for this focus is that intangible 
resources, particularly business relationships and organizational knowledge, 
are gaining in importance over hard assets as sources of competitive 
advantages (Hitt et al., 2009; Inkpen and Tsang, 2005; Hitt and Jackson, 
2003). Business relationships may be connected with other business 
relationships, thus forming business networks (Johanson and Vahlne, 2011; 
Anderson et. al., 1994). It is not a novel idea that international business 
network relationships are important for international firms as such 
relationships can provide learning opportunities (Johanson and Vahlne, 
2009) that are fundamental to the successful internationalization and 
international competitiveness of SMEs. Yet, our understanding of SMEs’ 
entrepreneurial activities that generate international competitiveness within 
international business networks is limited. This thesis therefore strives to 
shed light on entrepreneurial activities of internationalizing SMEs within 
international business networks. Specifically, this thesis focuses on how 
SMEs can develop a combination of technical and foreign market 
knowledge together with network partners to enhance and sustain 
international network competitiveness. The thesis adheres to the “business 
network internationalization process model” of Johanson and Vahlne 
(2009) and their notion that knowledge developed in networks drives the 
internationalization of firms. This thesis further builds on a line of research 
on internationalizing SMEs that has provided new insights into the 
different phases of the internationalization process (Melén, 2009), the role 
of different types of network interactions for the internationalization 
process (Rovira Nordman, 2009), and how knowledge can be combined 
into new knowledge in the network internationalization process (Tolstoy, 
2010). 
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1.2 Anticipated Contributions and Purpose  

International entrepreneurship research is increasingly promoting an 
integrated framework in the cross-section of theoretical strands, such as 
entrepreneurship, international business, network theory, and management 
(for a review see Peiris, Akoorie and Sinha, 2012). This trend is not 
surprising given that researchers have noted the need to further our 
understanding of how aspects such as management (Crick and Jones, 2000) 
access to resources, knowledge, and innovative advantages allow 
entrepreneurial firms to internationalize (e.g., Keupp and Gassman, 2009). 
Researchers have specifically noticed that our knowledge of what happens 
to international SMEs after their initial internationalization remains limited 
(e.g., Melén, 2010; Liesch et al., 2007; Moen and Servais, 2002; Zahra, 
2005). Recently, however, a growing number of international entrepreneur-
ship researchers are moving away from the field’s initially prevalent focus 
on age (e.g., Oviatt and McDougall, 1994) and speed of internationalization 
(e.g., Oviatt and McDougall, 2005) in favor of perspectives that capture 
how these firms compete in foreign markets over time (Keupp and 
Gassman, 2009; Zahra, 2005). Focusing on firms’ continued inter-
nationalization within international business networks may be particularly 
relevant to the study of international SMEs. The reason is that international 
SMEs are generally considered resource constrained and lacking knowledge 
in particular (e.g., Knight, 2000), making them dependent on external 
network resources (Sharma & Blomstermo, 2003). However, SMEs are also 
described as proactive and inherently entrepreneurial (Oviatt and 
McDougall, 2005; McDougall and Oviatt, 2000), and adaptive and 
innovative (Lee et al., 2010). In this thesis, SMEs’ entrepreneurial activities 
within international networks including network-based learning is con-
sidered to fuel internationalization and form a foundation for the 
international network competitiveness of SMEs. Thus, by investigating 
international SMEs’ entrepreneurial activities within international networks, 
this thesis primarily strives to contribute to international entrepreneurship 
research by developing an analytical framework of how SMEs compete 
once they have entered foreign markets.  
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Researchers have shown that the competitiveness of a firm depends on 
its ability to adapt, by means of continuous innovation, to environmental 
changes in our increasingly dynamic world (e.g., Leonard-Barton, 1992; 
Eveleens, 2010). Moreover, several researchers (e.g., Zhou, 2007) assert 
that innovation is the key factor that distinguishes the field of 
entrepreneurship from other disciplines, such as business administration 
(Rosenbusch et al., 2011). Moreover, international entrepreneurship 
researchers are increasingly emphasizing the need to incorporate innovation 
into specifically international entrepreneurship studies (Prashantam, 2008).  
The thesis thus also endeavors to add to our understanding of the function 
of innovation in networks for the international competitiveness of 
international SMEs. In doing so, this thesis secondly strives to contribute to 
the growing body of literature in the cross-section between innovation and 
international entrepreneurship literature.  

Thirdly and finally, in empirically examining SMEs’ entrepreneurial 
activities, such as knowledge development, innovativeness, and proactive-
ness, within international business networks, this thesis anticipates to 
contribute to the theory on the business network internationalization 
process (Johanson and Vahlne, 2009). This contribution is expected to be 
achieved by departing from the original view of the Uppsala model (1977) 
on the internationalization process as inherently reactive in favor of more 
recent research suggesting that firms internationalize both reactively and 
proactively (Crick and Jones, 2005) within networks (Rovira Nordman and 
Melén, 2008; Melén and Rovira Nordman, 2009; Tolstoy, 2009). By 
empirically evaluating such a perspective, this thesis is meant to enhance 
our understanding of how a combination of proactive and reactive 
network-based activities enable and facilitate the knowledge development 
necessary for the sustained international network competitiveness of SMEs.  

The research subject of the international competitiveness of firms 
(Buckely, Pass and Prescott, 1988) and, specifically, of the international 
competitiveness of SMEs (Coviello, Ghauri and Martin, 1998; Man, Lau 
and Chan, 2002) is not new. Traditional models of competition (e.g., 
Porter, 1980) are however critiqued as for their lack of network 
considerations (Gulati, Nohira and Zaheer, 2000), and a framework of 
international network competitiveness appears to be missing. This research 
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gap is surprising given that SMEs are widely acknowledged to depend on 
their networks to develop the knowledge they need to internationalize 
(Oviatt and McDougall, 2005; Sharma and Blomstermo, 2003; Sharma and 
Johanson, 1987; Johanson and Vahlne, 2003; 2009; Tolstoy, 2009; Rovira 
Nordman and Melén, 2008). Because the international competitiveness 
concept highlights the long-term internationalization of firms (e.g., Coviello 
et al., 1998), a network perspective on international competitiveness 
appears to have the potential to provide a valuable complement to our 
understanding of the sustained international competitiveness of SMEs 
within networks. This line of ideas leads to the purpose of this thesis. 

The purpose of this thesis is to contribute to the literature on 
international entrepreneurship by developing an analytical 
framework of international network competitiveness of SMEs. 

In this thesis, innovation – albeit not a component of the suggested 
analytical framework per se – is expected to have vital functions for the 
various components of international network competitiveness. This idea 
stems from the notion that the innovation process (e.g., Jacobs and 
Snijders, 2008; Van der Ven et al., 1999) and the internationalization 
process (e.g., Johanson and Wiedersheim-Paul, 1975) are two interrelated 
processes (Yu and Si, 2012) that both concerns knowledge development in 
networks. Therefore, technical knowledge development and foreign market 
knowledge development, together with network partners, are viewed as two 
mutually reinforcing processes. This idea is not new and it is gaining 
increasing recognition, particularly in international entrepreneurship 
research (Jones, Coviello and Tang, 2011; McDougall and Oviatt, 2000). To 
capture the notion of knowledge development in the intersection of 
innovation and internationalization, the concept of “international 
technology development” is used. This concept describes the creation of 
new technology that forms the basis for international business activities 
(Rovira Nordman and Tolstoy, 2009; Yli-Renko et al., 2001). This thesis 
refers to international technology development, together with an 
international network partner such as an international customer, as “co-
innovation.” In this context it is noteworthy that Macpherson, Jones and 
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Zang (2004) explain that the competitive advantage of an organization is 
enhanced by co-innovation with other firms. 

1.3 Research Questions 

This thesis focuses on two research questions related to SMEs’ 
international network competitiveness within foreign market networks. The 
primary research question is based on the notion that the 
internationalization process of SMEs is both reactive and proactive. This 
idea is supported by research suggesting that SMEs are likely to enter 
foreign markets more proactively than larger firms (e.g., Schweizer., 2013; 
Oviatt and McDougall, 1994). This thesis further takes the stance that 
adding a network perspective to extant models of international 
competitiveness provides an analytical framework that allows us to study 
international SMEs’ reactive and proactive entrepreneurial activities within 
international networks. The reason is that an “international network 
competitiveness” framework has the potential to offer a conceptualization 
that highlights sustainable internationalization. This idea is based on 
research which explains that the interrelationships between the components 
of the international competitiveness concept capture sustainable 
international competitiveness (e.g., Coviello et al., 1998). An international 
network competitiveness framework is thus expected to be particularly 
relevant to research on international entrepreneurship that focus on firms’ 
sustained internationalization. The reason is that such a framework has the 
potential to offer a conceptualization that highlights sustained 
internationalization by focusing on how SMEs compete and survive once 
they have entered foreign market networks. Based on this line of reasoning, 
the primary research question is as follows. 

What are the components of international network competitiveness 
of international SMEs and how are they interrelated? 

The second, related research question builds on the notion that SMEs are 
inherently innovative and that international SMEs need to learn to develop 
a combination of technical and foreign market knowledge (e.g., Jones et al., 
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2011) with network partners to successfully internationalize. Several 
researchers have noted that there is a link between innovation and 
internationalization (e.g., Cassiman and Golovko, 2011; Pla-Barber and 
Alegre, 2007; Kafouros et al., 2008; D’Angelo, 2010; Chetty and Stangl, 
2010) and between networks and innovation (e.g. Eriksson et al., 2000; 
Möller et al., 2008; Michel, Vargo and Lusch, 2008) on which the 
international competitiveness of the firm depends (Lusch et al., 2009). In 
particular, Zahra (2005) suggested that we could learn more about 
entrepreneurial firms by linking entrepreneurial activities and qualities such 
as innovativeness to learning in international markets. Although co-
innovation appears to play a central role for the international network 
competitiveness of SMEs it is not clear as for how. This question is made 
more complicated by the fact that innovation is a multifaceted concept 
which can be seen as a network mediator (Westerlund and Rajala, 2009) 
and a process as well as an outcome of that process (Gronum et al., 2012). 
The theoretical reasoning suggests that co-innovation influences the various 
components of international network competitiveness, but it is not clear as 
for how. Based on this line of reasoning, the secondary research question is 
as follows. 

What are the function(s) of co-innovation for the components of 
international network competitiveness of international SMEs? 

1.4 Definitions and Delimitations 

Researchers have suggested a number of different definitions of SMEs 
based on, for example, number of employees, turnover, and independence 
(OECD, 2002). This thesis defines SMEs as firms with less than 250 
employees, in line with the European Commission’s view (European 
Commission, 2003; 2005). In this thesis, SMEs involved in organizational 
activities that cross national borders and with foreign sales exceeding 10 
percent of the total turnover are referred to as “international SMEs”. The 
thesis’ focus is on the activities of international SMEs within international 
business networks. This thesis explicitly refrains from studying the long-
term internationalization process as such.  
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The concept of international competitiveness can refer to both the 
competitiveness of nations and that of firms (e.g., Siggel, 2006; 1990; 
Porter, 1980). This thesis focuses solely on the international 
competitiveness of SMEs and delimitates itself from aspects directly related 
to the international competitiveness of countries or regions. Adding a 
network perspective to a long line of research (e.g., Coviello et al., 1998), 
international network competitiveness is defined as the long-term 
performance of SMEs resulting from firms being competitive within 
foreign market networks. This connotation of international network 
competitiveness also incorporates factors that make SMEs competitive 
within foreign networks and how they manage such factors to become 
competitive within international networks.  

Numerous definitions exist for innovation based on, for example, type 
(product, process, or service innovations) and novelty (incremental to 
radical) (see Eveleens, 2010, for a review). Innovation is moreover a 
versatile concept because it may be viewed as both a process and the 
outcome of that process (Gronum et al., 2012); therefore, the wording “co-
innovation outcome” is sometimes used for clarity. “Co-innovation 
outcome” signifies that, within a foreign business relationship, technical 
knowledge is developed and converted into new products and/or new 
processes. Based on Almor and Hashai (2004), Yli-Renko et al. (2001), and 
Zahra (2005), technology-based firms are in this thesis, defined as 
manufacturing firms and those involved in the production of software, 
information, and communication technology, pharmaceuticals, medical 
equipment, and electronics. Moreover, for the purpose of this thesis, it is 
important to recognize that innovation has numerous implications and – 
given technological progress – increasingly occurs in any type of firm and 
not only in technology-based firms (Eveleens, 2010). 

On the notion of network management it is further recognized that 
network partners, such as customers and suppliers, cannot be managed per 
se. Nevertheless, each firm in a network is assumed to have some power to 
deliberately influence and coordinate activities within the network. In this 
sense, network management is understood as managing within a network 
setting rather than managing of network partners. Thus, this thesis adopts 
the idea that networks can, to some extent, be deliberately shaped and that 
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management within a network can enable or enhance international growth 
(Lorenzoni and Lipparini, 1999; Freytag and Ritter, 2005).  

1.5 Disposition 

The reminder of this thesis is as follows. In chapter two, the theoretical 
foundation against which this thesis leans is delineated, followed by the 
theoretical development that generates an analytical framework of 
international network competitiveness. Thereafter, the research design and 
methodology is presented in chapter four, which also includes 
methodological considerations and descriptive data. This is followed by a 
summary of the four studies included in the thesis. The concluding 
discussion, directions for future research and managerial implications 
follows. Finally, each of the four articles are presented in full.  

  



 

Chapter 2 

Theoretical Foundation 

This thesis builds on several theoretical strands, including international 
business, networks, knowledge management and entrepreneurship. This 
section provides an overview of the theories on which this thesis draws. 

2.1 Internationalization of Firms 

Internationalizing firms differ from other firms in that they face a variety of 
additional challenges related to, for example, cultural, political, and 
institutional factors that may differ from those of their home markets. This 
thesis explicitly adheres to a theoretical view on the internationalization of 
firms entitled the “Uppsala internationalization process model” in its 
assertion that lack of knowledge – because of country differences such as 
language and culture – constitute the main characteristics of international 
operations as opposed to domestic operations. Before elaborating further 
on this thesis’ application of the Uppsala model, a short background and a 
comparison of prevalent theories on the internationalization of firms are 
presented to provide a rationale for the choice of internationalization 
theory. 

2.1.1 Theories on Firms’ Internationalization 

A number of theories with diverging perspectives on the internationaliza-
tion of firms are commonly discussed within international business 
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research. For example, the transaction cost approach (Williamson, 1975) 
focuses on the costs that arise from transactions between firms. According 
to this view, business transactions are the unit of analysis and the focus is 
on how organizations economize on business transaction costs (Teece, 
1986). The foreign market entry mode decision is an often-researched 
theme within the transaction cost approach (Brouthers and Hennart, 2007). 
However, the transaction cost perspective was challenged by several 
theoretical strands, including the eclectic approach of international 
production (Dunning, 1980), and behavioral theories such as innovation-
related theories (e.g., Bilkey and Tesar, 1977; Cavusgil, 1980), and – in 
particular – the empirical notions made at Uppsala University that 
suggested that firms initiated exporting ad hoc (Hörnell, Vahlne, and 
Wiedersheim-Paul, 1975). The first of these theoretical views on 
internationalization – the eclectic approach (Dunning, 1980) – strives to 
provide a holistic view on international production based on three sets of 
perceived advantages: ownership, internalization, and location. The eclectic 
theories and the transaction cost view are limited in that they are static 
approaches. Such static theories are deemed less applicable for analyzing 
the dynamic and sustainable internationalization of SMEs, which is the 
focus of this thesis. Therefore, transaction cost and eclectic theories are 
excluded from the theoretical development section of this thesis. In 
contrast, behavioral internationalization process theories are considered 
“dynamic” in that they describe internationalization as a process that 
develops over time. Thereby, these theories are perceived as more relevant 
to this thesis and are attended to next.  

2.1.2 Behavioural Internationalization Process Theory 

In this thesis, the internationalization process of firms refers to “the 
process of increasing involvement in international markets” (Welsh and 
Luostarinen, 1988, page 36). Two frequently referred to divergent but 
related perspectives on the internationalization process of firms are the 
Uppsala models (U-models) (e.g., Johanson and Wiedersheim-Paul, 1975; 
Johanson and Vahlne, 1977; 2003; 2009) and the innovation-related 
internationalization models (I-models) (e.g., Bilkey and Tesar, 1977; 



 CHAPTER 2 31 

Cavusgil, 1980; 1984; Czinkota, 1982; Reid, 1981). The perspectives of both 
the I-models and the U-models are behaviorally oriented and describe 
gradual internationalization processes. The two perspectives on the 
internationalization process thus have a common ground and some (e.g., 
Andersen, 1993) even claim that the I-models’ perspective was inspired by 
the Uppsala school perspective.  

The U-model from 1977 was developed when researchers at Uppsala 
University observed empirically that, contrary to the economic theory 
perspective on internationalization that was predominant at that time, firms 
did not always choose an optimal entry mode based on cost and risk 
analysis (Johanson and Vahlne, 2009). According to the original U-model, a 
firm initiates its internationalization process by gaining experience from and 
acquiring a knowledge base in their domestic market before moving into 
closely related markets. Eventually, the firm enters markets further away 
from the domestic market in terms of psychic distance, delineated as 
aspects that make it difficult to understand foreign markets (Johanson and 
Wiederheim-Paul, 1975; Johanson & Vahlne, 1977; Johanson and Vahlne, 
2009). According to the U-model, the internationalization process of a firm 
is described as a gradual learning process (Johanson and Vahlne, 2009; 
Hohenthal, 2001). This learning process of internationalizing firms is 
further described as cumulative and path dependent (Eriksson et al., 2000). 
The process is path dependent because a firm’s previous experience 
influences the future internationalization behavior of the firm. The process 
is cumulative because an increased knowledge base encourages further 
steps to be taken in the firm’s internationalization process (Eriksson et al., 
2000). 

The I-models, in their illustration of the decision to internationalize as a 
form of innovation, focus explicitly on the internationalization process of 
SMEs as opposed to the larger firms studied in the earlier versions of the 
U-model. The I-models shed light on the learning sequence associated with 
adopting such innovation. Studies based on the I-models (e.g., Bilkey and 
Tesar, 1977) have been criticized for lack of design and explanatory power 
(Andersen, 1993), and therefore this thesis adheres to the U-models. Yet, 
the I-models have some valid and interesting points that are relevant to this 
thesis. In particular, Knight and Cavusgil (2004) explained that SMEs are 
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inherently more innovative and that innovative SMEs are better able to gain 
knowledge and internationalize compared with SMEs that lack an 
innovative culture. In an article comparing the I-models with the U-models, 
Andersen (1993) explained that the U-model is less bounded in space 
because it is claimed to apply to firms of all sizes, as opposed to the I-
models. For the purposes of this thesis it is important to note that the U-
model from 1977 has evolved over the years. In particular, the 2003 and 
2009 revisits to the model by Johanson and Vahlne clarified that they have 
taken influence from other theoretical perspectives, including research on 
networks, which is the topic of the next section.  

2.2 Internationalization in Networks 

By incorporating network theory into the original U-model (Johanson and 
Vahlne, 1977) when revising the model (i.e. 2003, 2009) our understanding 
of the internationalization process has evolved. Drawing on a long tradition 
of business network research (e.g., Håkansson, 1982; Hägg and Johanson, 
1982), Johanson and Vahlne (2009) developed a “business network 
internationalization process model,” in which they delineated markets as 
networks of business relationships. This thesis makes further distinctions in 
that dyadic ties are delineated as relationships between two network 
partners, whereas a business network is defined as “a set of two or more 
connected business relationships, in which each exchange relation is 
between business firms that are conceptualized as collective actors” 
(Anderson et al., 1994, p. 2). Hence, in this thesis, markets are delineated as 
business networks that comprise a number of dyadic relationships between 
business firms that depend on one another.  

2.2.1 Learning in Networks  

Knowledge management theories explain that knowledge development 
occurs when existing knowledge is combined (e.g. Buckley and Carter, 
1999). However, research asserts that knowledge development does not 
only take place within firms but can also be embedded in the network 
structure of firms (Powell, Koput, Smith-Doerr, 1996). In particular, 
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knowledge derived within networks is clearly valuable for international 
firms (Blomstermo, Eriksson, Lindstrand and Sharma, 2004). The study of 
networks is central in this thesis, primarily because firms’ competitiveness 
may be developed within network relationships (Håkansson and Snehota, 
1989). The rationale for this notion is both that internationalization can 
take place within networks and because networks are able to provide firms 
with a broadened knowledge base. 

Several different but interrelated network streams have been identified 
within the business administration literature, including industrial networks 
and social networks. While it is recognized that the industrial network 
approach applies various social network measures, such as relationship tie 
strength (Easton, 1992), this thesis adheres to the industrial networks 
research tradition. The industrial network approach has its roots in 
Industrial Marketing and Purchasing (IMP) studies that examine 
relationships in the context of other relationships from a comparatively 
empirical approach (Håkansson, 1982 b; Easton, 1992). According to the 
industrial network approach, networks comprise a web of relationships in 
which each actor is embedded in a network of more or less strong 
relationships that give the actor access to network partners’ resources 
(Håkansson, 1982 b; Håkansson and Johansson, 1992). Dyadic business 
relationships are connected to other dyadic business relationships 
(Johanson and Vahlne, 2011; Löfgren, Tolstoy, Johanson, and Sharma, 
2008), hence providing access to an international business network. 
Networks influence the motivation to carry out transactions in the sense 
that: “I’ll do this for you now, knowing that somewhere down the road 
you’ll do something for me” (Putnam, 1993, p. 182–183). However, in this 
context it is important to mention that dyadic business relationships 
develop over time based on interactions among the business partners, and 
such processes depend on dynamic factors such as commitment, trust, 
relationship involvement, and resource exchange (Håkansson, 1982 b; 
Johanson and Mattsson, 1987; Håkansson & Johansson, 1992). If close 
relationships are formed in networks, knowledge sharing is facilitated (Uzzi, 
1996, 1997) as trust is enhanced (Granowetter, 1985) and the willingness to 
invest in one another is strengthened (Mattsson, 1997). In particular, 
depending on a firm’s position in a network (e.g., Burt, 1992), innovation 
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and learning are facilitated through network cooperation and collaborations 
that provide access to knowledge (Granowetter, 1985; 1983). 

2.2.2 SMEs Internationalization in Networks  

In their 2009 revisit of the U-model, Johanson and Vahlne noted that 
numerous researchers (e.g., Coviello and Munro, 1995; 1997) have 
demonstrated that business networks play an important role for the 
internationalization of SMEs in particular (e.g., Chetty and Blankenburg 
Holm, 2000). Several factors differentiate the internationalization process 
of SMEs from that of larger firms. For instance, although SMEs are noted 
to have inherent advantages such as better innovative capabilities and 
adaptability (e.g., Knight and Cavusgil, 2004; Liesch & Knight, 1999), they 
also carry liabilities of size and newness, including lack of experience with 
international markets. This lack of internal resources is why international 
SMEs are considered more dependent on knowledge from their networks 
compared with larger firms (Coviello and Munro, 1995; 1997; Madsen & 
Servais, 1997; Majkgård & Sharma, 1998; Coviello & McAuley, 1999; 
Sharma & Blomstermo, 2003).  

In the original U-model (Johanson and Vahlne, 1977), that was based 
on studies of larger firms, the discovery of market opportunities is 
described as an incremental process, and the role of proactive management 
is clearly played down. Such a reactive view is also supported by later 
studies that explained that existing network ties constrain proactive actions 
(Sharma and Blomstermo, 2003). However, in contrast to this reactive 
view, the SMEs studied in this thesis do not necessarily start their 
internationalization process by building up an existing knowledge base in 
their domestic markets, and their internationalization process is not 
necessarily incremental. The study of internationalizing SMEs is frequently 
referred to as “international entrepreneurship,” which implies that the firms 
are inherently entrepreneurial, proactive, and innovative, and attempt to 
create value from foreign operations (Oviatt and McDougall, 1994; 2005; 
McDougall and Oviatt, 2000; Jones, Coviello and Tang, 2011). The 
internationalization process of these firms is believed to differ from that 
described in the original U-model (Johanson and Vahlne, 1977), and some 
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researchers suggest that such firms are more likely to enter foreign markets 
more proactively (Oviatt and McDougall, 1994; Jones and Coviello, 1995; 
Schweizer et al., 2010). The tendency to view the internationalization of 
firms as the outcome of purposeful intensions is particularly prevalent in 
international entrepreneurship studies (e.g., Oviatt and McDougall, 1994; 
Jones and Coviello, 2005), which thus increasingly have challenged the 
original U-model (Johanson and Vahlne, 1977) and pointed us in new 
research directions (Schweizer et al., 2010). As a result, for some years, an 
ongoing discourse has continued on whether the internationalization 
process of firms is reactive or proactive (for example, described in the 
thesis by Rovira Nordman, 2009, and the research papers by Rovira 
Nordman and Melén, 2008). Although a discrepancy exists between the 
original U-model (Johanson and Vahlne, 1977) and the growing body of 
research focusing on the internationalization of SMEs (e.g., Jones and 
Coviello, 2005), the divergence between the proactive-or-reactive 
perspectives is gradually diminishing, particularly with the introduction of 
the later network internationalization process model (Johanson and Vahlne, 
2009). For example, researchers have noted that the internationalization 
process of firms displays both reactive and proactive behavior (Crick and 
Jones, 2005; Melén and Rovira Nordman, 2009) and that foreign market 
knowledge development in networks can be the result of purposeful 
management (Tolstoy, 2009; Tolstoy and Angdal, 2010). This notion is also 
in line with Johanson and Vahlne’s 2009 revisit of their U-model from 
1977, in which internationalization is described as an outcome of a firm’s 
efforts to improve its network position. This view is further elaborated on 
in a study that describes the internationalization process as entrepreneurial 
(Schweizer, Vahlne and Johanson, 2010).  

This thesis builds on the notion that the internationalization process of 
SMEs can be driven by a combination of proactive and reactive 
entrepreneurial activities within business networks. In particular, managers’ 
ability to coordinate network partners to facilitate and enable knowledge 
exchange in networks is considered crucial for SMEs’ technical and foreign 
market knowledge development in networks. In turn, such knowledge is 
seen as the driver of SMEs’ internationalization process and the foundation 
of their international competitiveness within foreign networks. This line of 
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ideas leads us to the next part of the theoretical background, which focuses 
on knowledge as a driver of SMEs’ internationalization in networks. 

2.2.3 Knowledge as a Driver of SMEs’ Internationalization in 
Networks 

This thesis assumes that internationalizing SMEs continuously need to 
access and develop new foreign market knowledge to survive and prosper 
during their internationalization process. This view is based on the U-
model’s notion that experiential knowledge (Penrose, 1959) acquired from 
experiences in foreign markets reduces a firm’s uncertainty of operating 
there, which in turn encourages the firm to commit more resources to that 
specific foreign market. Such experiential knowledge may include both tacit 
and explicit features but perhaps, primarily tacit because experiential 
knowledge is described as context specific and illusive (Penrose, 1959). The 
foundation of the concepts of tacit and explicit knowledge is derived from 
the simple and sharp observation by Polanyi (1966) that one may know 
more than what it is possible to convey. The tip of the iceberg of all 
existing knowledge is the explicit codifiable knowledge that is transmitted 
in the form of words, numbers, and other systematic languages and is 
stored in libraries and other records. However, the bulk of the knowledge 
consists of tacit knowledge that has a personal characteristic and is rooted 
in a specific context that inhibits formalization, communication, and 
knowledge transfer (ibid). This thesis, in line with the U-model, assumes 
that experiential knowledge from foreign markets is the driving force of a 
firm’s internationalization process.  

According to Penrose (1959), firms may be treated as repositories of 
knowledge, capabilities, and competencies. From this point of view, 
knowledge is an asset or “intellectual capital” of the firm. Kogut and 
Zander (1992, 2003) adhered to this notion in their knowledge-based view 
of the firm in which they claimed that multinational corporations, through 
their ability to codify technologies into a language that is accessible to 
individuals of a firm, economize on knowledge transfer costs. A 
fundamental task of an organization is to efficiently handle information and 
decisions in uncertain environments. Organizations that need to manage 
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within changing environments need not only process existing knowledge 
efficiently but also create new knowledge to adapt to changing 
circumstances (Nonaka, 1994). Thus, for the internationalizing SMEs of 
this study, which are active in a variety of international, dynamic, and fast-
changing markets in which continuous innovation and adaptation is 
necessary, knowledge development, including innovation, is considered a 
particularly central activity of firms.  

Central to this study is the notion that business network research rests 
on the assumption that firms rely on certain resources that are accessible 
only through network connections (Johansson & Mattsson, 1988). 
Numerous studies indicate that networks play an essential role for 
internationalizing SMEs in particular (Chetty and Stangl, 2010; Johanson 
and Vahlne, 2009; 2003; Sharma and Blomstermo, 2003, Chetty & 
Blankenburg-Holm, 2000; Chen, 2003). Networks offer such firms many 
benefits from vertical integration, including access to information and 
knowledge, and avoid the capital investments and bureaucratic 
inefficiencies associated with formal structures. In line with previous 
research on international SMEs (e.g., Tolstoy, 2010), this thesis adopts the 
notion that SMEs’ international competitiveness relies on knowledge 
accessed through – and developed in – networks. In particular, business 
relationships with key foreign customers are considered central for 
knowledge development and innovation (Yli-Renko, Autio and Sapienza, 
2001, Luostarinens and Gabrielsson, 2006) because important key network 
partners, particularly key customers, have the potential to provide more 
knowledge and more valuable knowledge to firms (Bruneel, Yli-Renko and 
Clarysse, 2010; Tolstoy, 2009; Yli-Renko, Autio and Sapienza, 2001; Dyer 
and Singh, 1998).  

2.2.4 Network Coordination for the Purpose of Knowledge 
Management 

Whereas network theory shows that interorganisational partnerships can be 
a means of organizational learning (Doz and Shuen, 1990; Teece, Pisano, 
and Shuen, 1997), reliance on network partners for information and 
knowledge also clearly requires management in the form of coordination 



38 INTERNATIONAL NETWORK COMPETITIVENESS 

(Gulati, 1998). Managers of firms present within international networks in 
which they cooperate and share knowledge need to facilitate interactions 
that encourage knowledge-sharing routines (Håkansson, 1987; Nonaka and 
Takeuchi, 1995; Dyer and Singh, 1998). Therefore, managers of such firms 
need to learn how to manage within networks (Ritter and Gemünden, 2003, 
2004) and how to coordinate the activities of network partners to facilitate 
and enable knowledge diffusion within the network. In line with the 
knowledge-based view (e.g., Kogut and Zander, 1992), this thesis 
recognizes that new knowledge can be created by combining extant 
knowledge. Knowledge management researchers state that managing 
complementary knowledge, in other words, knowledge items that – when 
combined – increase the potential gains of a firm, is a key performance 
determinant of firm success (Buckley and Carter, 1999), and that firms can 
draw on network partners with complementary technologies to gain 
advantages in the internationalization process (Leonard-Barton 1992; 
Buckley and Casson, 1998; Oviatt and McDougall, 2005). Although the 
resource-based view touches on management strategies for new capability 
development (Wernerfeldt, 1984), the main focus is on how existing firm-
specific assets are exploited and how such actions determines a firm’s 
performance (Penrose, 1959; Rumelt, 1984; Teece, 1984; Wernerfelt, 1984; 
Teece et al. 1997). In contrast, the dynamic capabilities approach focuses 
on how existing internal and external competences are exploited and how 
combinations of competences and resources are developed to improve 
performance. Generally, dynamic capabilities are described as the ability of 
a firm’s management to achieve new forms of competitive advantage and 
are defined as, “the firm’s ability to integrate, build and reconfigure internal 
and external competences to address rapidly changing environments” 
(Teece et al., 1997, p. 516). In this thesis network coordination is 
recognized as a dynamic capability which is central for successful 
management of SMEs in networks.  

The need for coordination and knowledge management that is not only 
internal is, in particular, highlighted in the attempt by Teece et al. (1997) to 
understand how international competitiveness is achieved. They state that: 
“Winners in the global marketplace have been firms that demonstrate 
timely responsiveness and rapid and flexible product innovation, coupled 
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with the management capability to effectively coordinate and redeploy 
internal and external competences” (Teece, Pisano, and Shuen, 1997, p. 
515). Several other studies have similarly recognized coordination as 
important, particularly for firms that rely on network partners for 
knowledge development (Oviatt and McDougall, 1994, 2005; Teece, 
Pisano, and Shuen, 1997; Gulati, 1998). Concurrently, the subject of 
management is gaining increasing interest from international 
entrepreneurship researchers (e.g., Onetti, Zucchella, Jones and McDougall, 
2010), and intentionality and proactively are increasingly becoming integral 
to internationalization process theories (e.g., Schweizer, Vahlne, Johanson, 
2010). The tendency to increasingly view the internationalization process as 
the outcome of managerial intentions is not purely the result of theoretical 
evolvement but is also viewed as a reflection of the reality where, in fact, 
entrepreneurs increasingly attempt to actively manage uncertainty (Onetti, 
Zucchella, Jones and McDougall, 2010; Yu and Si, 2012). This thesis 
recognizes that management – and network coordination in particular – is 
an increasingly important entrepreneurial activity within international 
networks, of SMEs. International entrepreneurship in networks is further 
discussed subsequently. 

2.2.5 International Entrepreneurship in Networks 

Since it emerged in the 1990s, the international entrepreneurship field has 
promoted our understanding of the internationalization process of SMEs. 
The international entrepreneurship perspective was introduced as a contrast 
to the incremental process models of internationalization (e.g., Johanson 
and Vahlne, 1977; Johanson and Wiedersheim-Paul, 1975) to capture the 
dynamic disposition of new- and fast-internationalizing firms (Oviatt and 
McDougall, 1994; McDougall, Shane and Oviatt, 1994). Recently however, 
international entrepreneurship researchers are moving away for the focus 
on how early firms start the internationalization process or on how fast 
firms internationalize. Instead, international entrepreneurship researchers 
are increasingly focusing on entrepreneurial activities and qualities, such as 
proactiveness and innovativeness, that are crucial to how the firms compete 
in foreign markets, (see reviews by Peiris et al., 2012; Jones et al., 2011; 
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Kraus, 2011; Keupp and Gassman, 2009; Zahra, 2005). Jones, Coviello and 
Tang (2011) even suggested that an “international new venture” (INV) is a 
strategic option rather than a type of venture. As noted in the introduction, 
this thesis draws on McDougall and Oviatt (2000) when defining 
international entrepreneurship as “a combination of innovative and 
proactive behavior that crosses national borders and is intended to create 
value.” Researchers noted that international entrepreneurship research 
needs to move away from the focus on venture creation in favor of a focus 
on sustained internationalization to enhance our understanding of how 
these firms compete and survive once they have commenced 
internationalization (Keupp and Gassman, 2009; Zahra, 2005). To advance 
our ability to learn more about how SMEs compete within international 
networks after foreign market entry, the next section of the thesis attempts 
to develop an analytical framework for the study of SMEs’ international 
network competitiveness.  

 



 

Chapter 3 

Developing an International Network 
Competitiveness Framework 

To this point, I have explained that international entrepreneurship 
researchers increasingly are promoting studies on how international SMEs 
compete in foreign markets over time. This section aims to expand the 
existing theory by adding a network perspective to the concept of 
international competitiveness. Such an international network 
competitiveness framework is intended to provide a tool to study 
international SMEs’ entrepreneurial activities and long-term 
competitiveness within foreign networks.  

3.1 Components of International Competitiveness 

Although not a new subject within international business research, 
international competitiveness research emerged as a frontline field of its 
own in the late 1980s. In their often-cited review of the extant 
competitiveness literature, Buckley, Pass and Prescott (1988) explained that 
single measures are insufficient to capture the international competitiveness 
of firms; moreover, if performance measures are analyzed in isolation, the 
sustainability and long-term performance of the studied firms are 
overlooked. Instead, they suggested that the regeneration and maintenance 
of competitive potential (inputs) and the management processes to develop 
those inputs, together with performance measures (outputs), provide a 
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longer-term perspective on international competitiveness (Buckley et al. 
1988). This basic model has been adapted and further developed by a 
number of researchers (e.g., Coviello et al., 1998; Man et al., 2002). Table 1 
shows the components of the international competitiveness model and this 
model is further elaborated on (in Table 2) where a network perspective is 
added to the components of the concept. 
 

 
 
  

3.2 Adding a Network Perspective to International 
Competitiveness 

Numerous researchers have focused on how to create a sustainable 
competitive advantage in firms (e.g., Lau et al., 2009; Hitt et al., 2009; 
Siggel, 2006; Wingwon, 2012) and, in particular, sustainable international 
competitiveness (e.g., Singh et al., 2008; Karaev et al., 2007). Today, 
however, firms face a competitive landscape characterized by new 
challenges that reflect recent developments toward a more global economy 
(Hitt et al., 2009). One model of international competitiveness cannot fit all 
types of firms and the international concept needs to be adapted based on, 
for example, firm category and context (Coviello et al., 1998). To date, 
international competitiveness has been studied within a number of contexts 

Components Delineations

Competitive Potential Generation and maintenance of 
competitive advantages

Competitive Management Process Management within and across parent firm 
and foreign affiliates 

Competitive Performance Overall international performance 
(outputs)

Table 1. Components of International Competitiveness

Based on Buckley et al. 1988
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such as banks, building societies, and insurance companies (Buckley, et al. 
1988); UK-based manufacturing firms (Buckley et al. 1990); SME service 
firms (Coviello, Ghauri, and Martin 1998); and entrepreneurial SMEs (Man 
et al., 2002; Man et al., 2008). Some of these studies briefly note that 
external business relationships are important for the international 
competitiveness of firms (e.g., Coviello et al., 1998), yet none of them 
embrace an actual network perspective. In this thesis, being present within 
foreign business networks is noted as necessary for the successful 
internationalization of firms (Johanson & Vahlne, 2009) because 
international networks provide access to knowledge. More specifically, in 
this thesis, networks are considered essential for the combined technical 
and foreign market knowledge development that international SMEs need 
in order to sustain long-term competitiveness in an increasingly globalized 
world. Such network based knowledge development is central to this thesis 
because intangible resources, notably business relationships and 
organizational knowledge, have gradually assumed the chief role over hard 
assets as sources of competitive advantages (Inkpen and Tsang, 2005; Hitt 
and Jackson, 2003).  

Thus, in short, the need to add a network perspective to the 
international competitiveness framework stems from:  

(i) the notion that international competitiveness models are not 
universally applicable but must be adapted to various conditions (Coviello 
et al. 1998) that, given the focus of this thesis, correspond with the foreign 
market network setting of internationalizing SMEs; and, 

(ii) the notion that the network perspective is considered increasingly 
relevant in the study of international firms in general (Johanson and 
Vahlne, 2009) and of SMEs that depend on network-based knowledge in 
particular (Schweizer, 2013; Schweizer et al., 2010; Tolstoy, 2010; Melén, 
2009; Rovira Nordman, 2009). 

To be useful, measures of competitiveness need to specify the level of 
analysis, such as firm or industry (Buckley et al. 1988). Given that business 
relationships with key foreign customers are crucial for knowledge 
development (e.g., Yli-Renko, Autio and Sapienza 2001; Luostarinen and 
Gabrielsson 2006), the primary level of analysis adopted is SMEs’ 
international business relationships with key foreign customers. However, 
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such dyadic business relationships may in turn be connected to other 
dyadic business relationships in the key foreign customer’s market or in 
other international markets (Löfgren, Tolstoy, Johanson, and Sharma, 
2008). Hence, the thesis recognizes that the wider business network can be 
accessed through the key customer business relationship. In the study of 
the key foreign business relationships the main focus is on knowledge 
development together with the key customer because such knowledge – 
more than anything else – is believed to fuel internationalization. 

An analytical framework of international network competitiveness of 
SMEs is developed based on the extant literature on international 
competitiveness (e.g., Coviello et al. 1998), together with a network 
perspective on internationalization entrepreneurship (e.g., Sharma and 
Blomstermo, 2003; Coviello and Munro, 1995). The international network 
competitiveness framework proposed in this thesis draws on the multi-
dimensional conceptualization of the competitiveness of SMEs as 
suggested by extant research on the international competitiveness of firms. 
This thesis thus proposes an analytical framework which encompasses 
three components:  

(i) international network potential;  
(ii) international network management; and  
(iii) international network performance.  

 
Table 2 presents each of the proposed components and their delineations.  
 

 

Components Delineations

International Network Potential Internal and external sources of 
international competitive advantages 
(network based input)

International Network Management Appropriate network management 
processes that generate output from input 
(network coordination)

International Network Performance Technical and foreign market knowledge 
developed in a dyadic foreign business 
relationship and financial performance 
(network based output)

Table 2. Components of International Network Competitiveness
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3.3 Operationalizing the Components of 
 International Network Competitiveness 

This section presents an overview of the operationalization of each of the 
three components outlined in Table 2. This overview leads to Table 3, 
which summarizes the operationalization effort made during the course of 
this thesis. For a fuller review of how the measures were developed, please 
refer to articles 2 to 4 of this thesis.  

3.3.1 International Network Potential 

International competitiveness potential includes firm capabilities (to 
improve performance) and the generation of resources (Buckley et al., 
1988). The added network perspective connotes that “international 
network potential” captures network-based resources, as well as internal 
resources and capabilities that the SME is able to develop in a network 
setting to gain international network competitiveness over time.  The 
importance of networks as potential sources of resources is for example 
described in Burt (1992), who explains how networks have the capacity to 
give access to information at the right time and in the right place. Coviello, 
Ghauri, and Martin (1998), explain that potential international 
competitiveness includes having (i) a strong relationship with a key 
customer and (ii) a strong local network in the host market. The capability 
of a firm to improve performance within a network setting, such as 
network coordination capability, is also included in this component. The 
third article of this thesis specifically elaborates on the notion of 
international network potential and two of its mechanisms, as suggested by 
Coviello et al. (1998). This article makes clear that international network 
potential is a multifaceted component in itself and has elaborate 
relationships among its mechanisms. For a more thorough assessment of 
this component, please refer to article 3 of this thesis.  
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3.3.2 International Network Management  

Within the extant literature on competitiveness, the term “management 
processes” captures how managers turn potential international 
competitiveness into international performance (Buckley et al., 1988). This 
term also captures how managers strive to create potential sources of 
international competitiveness (ibid). Adding a network perspective renders 
the second component of international network competitiveness – 
international network management. In this context it is noteworthy that the 
management of networks has long received interest from network 
researchers (i.e. Johanson and Mattson, 1987; Mattsson, 1985; 1997). 
Although managing networks per se is considered inconceivable, managing 
in network settings may occur through activities such as coordinating 
(Teece et al., 1997) and networking, interacting, and influencing (e.g., 
Freytag and Ritter, 2005). In line with Ritter and Gemünden (2003, 2004), 
international network management is understood as managing within 
networks rather than managing network partners per se. In particular, this 
thesis supports the notion that managers of firms that cooperate and share 
knowledge need to deal with competition based on knowledge acquisition 
and deployment in networks (Madhok and Osegowitsch, 2000). Moreover, 
such managers need to facilitate interactions that encourage knowledge-
sharing routines (Dyer and Singh, 1998; Håkansson, 1987; Nonaka and 
Takeuchi, 1995). The articles in this thesis build on the proposed 
operationalization of the international competitiveness concept put forward 
by Coviello et al. (1998), who noted that management processes that 
support a firm’s international competitiveness include a (i) commitment to 
international growth and (ii) focus on a small group of target customers. 
However, given our setting of international SMEs that need to deal with 
dynamic, innovative, and international markets, the co-innovation process 
cannot be disregarded. Several researchers have recently suggested that 
innovation and internationalization of SMEs are interrelated (e.g., Chetty 
and Stangl, 2010; D’Angelo, 2010), and that these two processes need to be 
studied jointly (Onetti, Zucchella, Jones and McDougall, 2010). Networks 
are asserted as being not only central to foreign market knowledge 
development but also to the innovation process of firms (e.g., Yli-Renko et 
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al., 2001; Nonaka and Takeuchi, 1995). However, innovation is a complex 
concept in the context of international network competitiveness because it 
can be viewed either as a process or an outcome of that process (Gronum 
et al., 2012). As discussed in the subsequent section on international 
network performance, “co-innovation outcome” is categorized as one form 
of international network performance because technical knowledge 
development together with a key customer is viewed as an outcome of that 
business relationship. In contrast, the co-innovation process is categorized 
as a network management process. This connotation is supported by theory 
and discussed further, particularly in article 4 of this thesis.  

3.3.3 International Network Performance  

When operationalizing performance, combining multiple performance 
measures (Murphy, Trailer, and Hill 1996) and, if possible, increasing the 
validity of the measure by combining subjective and objective performance 
measures (Dawes 1999) is considered advantageous. In terms of objective 
measures of international network performance, the percentage change in 
net profit is used together with subjective measures of the importance of a 
specific key foreign customer business relationship for the firm’s revenues. 
This operationalization is in line with previous related studies, such as 
Jonsson and Lindbergh (2010), and is applied to capture the net profit 
change derived from a specific dyadic business relationship with a key 
customer. However, given the thesis context of internationalizing SMEs, 
the outcome of technical and foreign market knowledge development 
together with network partners, are put forward as the most pertinent 
measures of “international network performance.” This proposition is 
firmly based in the extant literature. For example, Oviatt and McDougall 
(2005) highlight the strategic importance of drawing on the firm’s network 
partners to gain foreign market knowledge, whereas Almor and Hashai 
(2004) suggest that technological development is essential for the 
competitive advantage of firms. Moreover, knowledge developed in 
networks is increasingly seen as essential for international firms (e.g., 
Johanson and Vahlne, 2009). This line of argument leads to the two 
subjective measures used by this thesis for “international network 
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performance.” First, “co-innovation outcome” of the key international 
dyadic business relationship is put forward as a network-based performance 
outcome, which is suggested as essential for the international 
competitiveness of internationalizing SMEs. “Co-innovation” signifies 
international technology development together with a network partner and 
that the developed technology forms a foundation for international 
business activities (Rovira Nordman and Tolstoy, 2009; Yli-Renko et al., 
2001). The second proposed network-based performance outcome, which 
is suggested as essential for the international competitiveness of 
internationalizing SMEs, is foreign market expansion in the form of new 
foreign customers that result from the relationship with the key foreign 
customer. These new foreign customers may be situated in the same 
foreign market as the key customer or in other international markets. This 
proposed conceptualization of the measures of “international network 
performance” has its foundation in the previously described theoretical 
notion that internationalizing firms can gain competitive advantage by 
developing technical and foreign market knowledge in interorganizational 
business relationships with key foreign customers (e.g., Yli-Renko et al., 
2001).  
 
Table 3 provides an overview of the measures of the components of 
international network competitiveness that were developed and elaborated 
on in the studies included in the thesis. The measures were developed 
based on a combination of theoretical references (as stated in Table 3) and 
research as explained in articles 2 to 4 of this thesis. Again, measures of 
international competitiveness need to be adapted to various firms and firm 
contexts (e.g., Coviello et al., 1998), and the list should not be seen as an 
exhaustive list of measures that fits all firms because such an account is not 
feasible. Instead, the measures put forward were developed to capture the 
components of international network competitiveness from the position of 
the innovative internationalizing SMEs studied in their international 
network context.  
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3.4 Interrelationships between Components of  
International Network Competitiveness  

The thesis now moves on to elaborate on the interrelationships of the three 
components of the analytical framework of international network 
competitiveness. The rationale behind this focus is that not only the three 

Component Measurements References Paper

International

Network

Potential

Internal and external 
sources of international 
competitive advantages 
(network based input)

Coviello et al., 1998

Buckley et al., 1990; 1992

Inkpen and Tsang, 2005

Hitt and Jackson, 2003

2

3

4

International

Network

Management

Appropriate network 
management processes 
that generate output from 
input (network 
coordination)

Coviello et al., 1998

Buckley et al., 1990; 1992

Johanson and Vahlne, 2009

Ritter et al., 2004

Melén and Rovira, 2009

Tolstoy, 2009

Gulati, 1998

3

4

International

Network

Performance

Technical and foreign 
market knowledge 
developed in a dyadic 
foreign business 
relationship and financial 
performance (network 
based output)

Coviello et al., 1998

Buckley et al., 1990; 1992

Rovira Nordman and Tolstoy, 2009 

Löfgren et al., 2008

Murphy et al., 1996

Jonsson and Lindbergh, 2010

2

3

4

Table 3. Measures of International Network Competitiveness 
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international network competitiveness components (Table 2) but also their 
interrelationships are central to capture the sustainability of international 
network competitiveness. The theoretical reasoning is founded in the 
notion that international competitiveness, as opposed to single measures of 
performance alone, captures firms’ long-term sustainability (Buckley et al., 
1990; 1992; Coviello, 1998). This notion is particularly central to the thesis 
as also international entrepreneurship research, in a similar manner, 
increasingly emphasizes how firms compete in international markets over 
time (e.g., Zahra, 2005). Hence, this international network competitiveness 
framework, which highlights the long-term sustainability of 
internationalizing SMEs, is anticipated to contribute to the international 
entrepreneurship field from a foreign market network insidership 
perspective (Johanson and Vahlne, 2009).  

The extant literature on international competitiveness contains 
diverging views on the relationships among the components of 
international competitiveness (e.g., Buckley et al., 1988; Man et al., 2002). 
This discrepancy is perhaps not surprising given that different contexts 
require different models of international competitiveness (Coviello et al., 
1998). Nevertheless, the consensus seems to be that the model of 
international network competitiveness by Buckley et al. (1988) provides an 
adequate point of departure – a notion also adapted in this thesis. In its 
simplest form, it is possible to describe international network 
competitiveness as a reinforcing feedback loop, suggesting that A causes B, 
which causes C, which causes A, and so forth (Meadows and Wright, 2009). 
However, in line with previous entrepreneurship studies that have 
concluded that equilibrium models (Meadows and Wright, 2009) are 
inadequate for describing the dynamic nature of entrepreneurship (Shane 
and Venkatamaran, 2000) and in line with the extant research on 
international competitiveness (e.g., Coviello et al., 1998), this thesis suggests 
that international network competitiveness has multifaceted 
interrelationships among its components that resemble a “feed-forward and 
feedback process” (Weick, 1979). Such an interpretation has, for example, 
previously been applied in fields such as organizational learning (e.g., 
Crossan, Lane and White, 1999). The feed-forward and feedback processes 
have a concurrent nature in that several feed-forward and feedback 
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processes can occur simultaneously. In the models by Buckley et al. (1988; 
1990; 1992), the interrelationships among all three components are 
described as being interrelated with one another. This thesis adheres to a 
similar perspective resulting in a framework in which the previously 
outlined components of international network competitiveness are 
interrelated not only in the sense that A causes B, which causes C, which 
causes A, and so forth, but also through other viable interrelationships such 
as A-B-A-C or B-C-A-C. As with any feedback loop, the framework 
captures a reinforcing process through which, ultimately, long-term 
international network performance is an overarching objective (e.g., Man et 
al., 2002). All of the feasible relationships within such a framework cannot 
be studied simultaneously in one model. Instead, each of the articles of this 
thesis focuses on selected components and aspects related to the 
international network competitiveness framework. In particular, the 
quantitative articles 2 to 4 each highlight selected relationships among the 
components of international network competitiveness. Although the 
contribution of each article is small, their combined contributions aspire to 
provide insights into the international network competitiveness of 
innovative international SMEs, hence contributing to a network insidership 
perspective on international entrepreneurship. The contribution of each 
article and the studies’ combined contributions are further discussed in 
chapter 5 and 6 of this thesis. However, this thesis first moves on to 
describe how its studies were carried out.  

 





 

Chapter 4 

Methodology, Research Design, and 
Empirical Work  

This chapter describes the methods used to meet the purpose of this thesis. 
Initially, the methodological considerations and the research approach are 
described and motivated. Thereafter, the overall research design is 
introduced, followed by a presentation of the explorative multiple case 
study and the quantitative studies. Included in this passage are validity and 
reliability concerns regarding the studies. Finally, descriptive statistics of the 
quantitative data are provided. 

4.1 Methodological Considerations and Overall 
Research Design  

The methodological approach applied in this thesis follow that of the 
methods applied previously by other members in my research group, which 
resulted in the doctoral dissertations by, for example, Melén (2009), Rovira 
Nordman (2009), and Tolstoy (2010). This approach entails that this thesis 
adopt the perspective of the focal firm in its empirical investigation of the 
focal SME, its key dyadic business relationship with a foreign customer, 
and the surrounding international network. Thus, the respondent firms 
played the role of focal SMEs and their business networks were studied 
from the focal firms’ perspective This means that managers at the focal 
firms were asked questions about their own role in the network and their 
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relationship to – and the experience of – their network partners, including 
customers, customers of customers, suppliers, and supplies of suppliers. 
Figure 3 represents the network picture in mind during the data collection, 
and a similar picture was shown to the respondents of the quantitative 
study.  It is important to note that Figure 3 provides a much-simplified 
picture of an international business network and, in reality, such networks 
may include other network partners such as domestic suppliers, customers 
in other international markets beyond the key customers’ markets, and 
supplementary suppliers of the key customers.  
  

 
 
 

4.1.1 Mixed Method 

The choice of research methods embodies a number of assumptions about 
the investigated phenomena and the nature of knowledge and how it can be 
obtained (Morgan & Smircich, 1980). For example, the assumed difference 
between information and knowledge is that the former is simply a flow of 
messages that adds to, changes, or creates knowledge. In a similar manner, 

Focal SME

Key foreign customer,
distributor, or intermediary

Customer’s customer

Supplier

Supplier’s supplier

Figure 1. Example of a Foreign Business Network 
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the difference between experience and knowledge is in a person’s ability to 
learn and gain knowledge from good or bad experiences. The studies of 
this thesis draw from several data sources, including annual reports, 
databases (Affärsdata and Market Manager), newspaper articles, and firms’ 
web pages, together with direct interviews. Moreover, the qualitative and 
quantitative data were collected by several researchers working together, 
multiple theoretical perspectives were used, and a combination of various 
qualitative and quantitative methods were applied. In unclear cases, emails 
with follow-up questions were sent to the respondent firms. Within the 
field of social science, Campbell and Fiske (1959) argued that a 
combination of methods should be used to ensure that the variance shown 
is from the phenomena studied and does not reflect only the method used 
(Jick, 1979). Such an approach is claimed to offer the possibility to 
overcome the weaknesses of one method with the strengths of another 
method and, thereby, improve validation. This idea is further substantiated 
for studies that focus specifically on entrepreneurship where it is suggested 
that qualitative and quantitative methods support one another when 
integrated (Hohenthal, 2006). In line with this reasoning, the 
methodological choices of this thesis are grounded in the firm belief that 
qualitative and quantitative methods may be complementary and supportive 
of one another in an effort to enhance our understanding of the 
international network competitiveness of SMEs. Thus, a mixed method 
(Creswell, 2003) approach was applied. Studies on research methods 
(Tashakkori and Creswell, 2007) explain that two related yet quite different 
types of mixed methods exist: (i) a collection and analysis of two types of 
data, starting with a qualitative approach (with findings that may point to 
new research directions), followed by a quantitative study (that may serve to 
confirm or reject the qualitative study), or (ii) the integration of two 
approaches, first a quantitative one and, thereafter, a qualitative one (often 
based on purposeful sampling). The present thesis adheres to the first of 
these mixed method approaches. First, an initial explorative collective case 
study of biotech SMEs was conducted to provide insights into the studied 
issues. Some of the cases were selected for a more in-depth investigation. 
Thereafter, ideas derived from the case studies were tested and further 
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elaborated on in a larger quantitative cross-sectional study of 
internationalizing SMEs. 

4.1.2 Validity and Reliability Considerations 

For all studies, considering the validity, (whether the results are valid) and 
reliability (whether the results are reliable) is necessary. Validity 
considerations of studies include construct, internal, and external validity 
(Eisenhardt, 1998). Construct validity refers to whether an operationaliza-
tion measures what it sets out to measure (Cook and Campbell, 1979). A 
strategy to enhance construct validity is to use multiple measures of the 
same construct. Internal reliability captures the reliability of the studied 
causalities and whether specified conditions lead to other conditions, 
whereas external validity refers which situations the results can be 
generalized to (Yin, 2009). Internal and external validity may be achieved by 
specifying the theoretical relationships and by comparing the empirical 
results to rival theories. Reliability refers to the consistency of the research 
results and whether the studies are repeatable with consistent results. 
Reliability is achieved by ensuring that the same procedures are followed in 
multiple cases or when multiple investigators are involved in the data 
collection (Yin, 1993). In the studies conducted for this thesis, the research 
group strove to meet these validity and reliability requirements by applying 
multiple methods, anchoring the studies strongly in theory, and ensuring 
that all researchers involved used similar procedures at each respondent 
firm (qualitative and quantitative studies) and presented the questionnaire 
in similar manners (quantitative studies). Additional validity and reliability 
concerns are discussed related to each method described in each of the 
articles as well as in the sections on the qualitative and quantitative studies, 
which follows next 

4.2 Qualitative Study 

The overall purpose of the qualitative case studies was to investigate and 
explore how the sampled biotech SMEs, despite limited internal resources, 
conduct resource-demanding activities such as innovation and interna-
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tionalization. Given the explorative nature of the initial research questions, 
a qualitative collective case study approach was chosen as a point of 
departure to provide deep insights into SMEs’ internationalization 
processes. The principal objective of the case study research is to achieve a 
deep understanding of processes and other concept variables (Woodside & 
Wilson, 2003). Multiple cases were studied to deepen the understanding of 
patterns and contingencies related to the theory (Woodside & Wilson, 
2003). Hence, for the purpose of collecting sufficient data to conduct 
analysis for commonalities, twelve SMEs within the biotech sector were 
selected based on their foreign market activities (significant), size (fit the 
European definition of SME with less than 250 employees), country of 
origin (Sweden), and independence (not a subsidiary of a multi-national 
corporation (MNC)). The criteria for case selection were further based on a 
number of factors, including research interest, access to respondent firms 
(all firms were situated within the Stockholm area), and the opportunity to 
compare and add to existing databases. The Swedish biotechnology 
industry was selected because it was considered to constitute a dynamic and 
interesting example of a high-technology, knowledge-intensive industry 
(Swedenbio, 2006). Table 4 presents the firms included in the collective 
case study sample.   
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Managers, CEOs, or marketing directors that considered themselves 
familiar with the firms’ internationalization process were interviewed using 
a list of semi-structured, open-ended questions. The respondents were 
encouraged to talk freely around the questions, and the aim was to learn as 
much as possible about the firms in general and their internationalization 

Firm (alias) Founded (year) Employees Interviews

Alpha 1997 22 6

Beta 1968 37 2

Gamma 1986 20 3

Delta 1985 34 1

Epsilon 1987 85 1

Zeta 1994 2 1

Eta 1996 10 2

Theta 2002 2 1

Iota 1999 6 1

Lambda 1978 29 1

Mu 1984 55 1

Nu 1998 60 1

Table 4. Firms in the Collective Case Study
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process in particular. The interviews lasted for approximately one to two 
hours each and were recorded on an MP3 recorder and thereafter 
transcribed. The central information from each interview, together with 
secondary information from the firms’ websites and other sources, were 
summoned up in thick case descriptions. The findings in the case descript-
tions were reflected on and compared with the theory, and certain tenden-
cies regarding the firms’ internationalization process were observed. Al-
though within-experiment hypothesis-testing studies rely on statistical 
sampling, case studies typically rely on theoretical sampling. That is, cases 
are selected for theoretical reasons, such as to extend emergent theory or to 
provide examples of polar types. Eisenhardt (1989) asserted that selecting 
polar cases in which the process of interest is “transparently observable” 
makes sense in case studies. Thus, cases were selected to provide clear 
examples of different abilities and different strategies that internationalizing 
high-tech SMEs apply to overcome their lack of internal resources. Close 
connection with empirical reality permits the researcher to develop a rele-
vant and testable theory (Glaser & Strauss, 1967). To achieve a close con-
nection with the case firms, up to five in-depth, semi-structured follow-up 
interviews were conducted with different members of management at a 
selection of case firms. The qualitative study provided an empirical founda-
tion for the thesis and, moreover, resulted in two published book chapters 
(Tolstoy, Löfgren, Sharma 2007; Löfgren, Tolstoy, Sharma, Johansson, 
2006) and the first research paper of this thesis.  

4.3 Quantitative Study  

The quantitative study is based on a questionnaire developed in the 
“Internationalization in Networks” (INET) research project, a collabora-
tion of a number of researchers from three research institutes in the 
Stockholm–Uppsala region of Sweden: The Royal School of Technology, 
Uppsala University, and Stockholm School of Economics. The question-
naire was developed based on a literature review and the experience and 
findings from previous similar questionnaire-based and qualitative studies 
conducted by participants from this research group (publications from 
these studies include Sharma & Johanson (1987), Eriksson et al. (1997), 
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Hohenthal (2001), Lindstrand (2003), and Lindbergh (2004)). The quantita-
tive data collected resulted in several research publications, including 
dissertations by Melén (2009), Rovira-Nordman (2009), and Tolstoy (2010). 

4.3.1 A Two-Stage Questionnaire-Based Data Collection  

The quantitative data collection encompassed two stages. In the first stage, 
the questionnaire was brought to the firm by a member of the research 
team. In the second stage, an Internet-based questionnaire based on the 
original questionnaire was used to access a larger sample of internatio-
nalizing SMEs. The purpose of the quantitative study is to advance our 
understanding of various aspects of SMEs’ internationalization. The ques-
tionnaire comprises three sections. The first section encompass a number 
of general questions about the firm; the second section is intended to cap-
ture the firm’s dyadic relationship with a specific foreign business partner; 
and the third section encompasses questions about the surrounding 
network of the dyad. The questionnaire therefore includes questions about 
firms’ various network partners, including customers, customers of custo-
mers, suppliers, suppliers of suppliers, complementary suppliers, competi-
tors, and banks. The study further focused on experiential knowledge and 
how it is acquired and utilized in the network. The majority of the ques-
tions were measured on a seven-point scale ranging from low to high, with 
a number of items that are intended to capture the same latent variable or 
underlying concept. The main reasons for using such an approach are that 
measurement errors average out when multiple items are combined, and 
multiple-item measures provide more reliable and precise depictions than 
individual items (McIver and Carmines 198; Spector 1992), hence, enabling 
improved reliability.  

The questionnaire comprises 322 variables that are complemented with 
29 variables of secondary data derived from the Affärsdata database con-
taining financial information and other objective measures from firms’ 
annual reports. To ensure validity, the variables were formed based on a 
combination of empirical observations, a literature review, experience from 
previous studies and questionnaires as well as case studies conducted by 
researchers in my research group between the years 2002 and 2003. More-
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over, prior to data collection, the questionnaire was tested in a pilot study in 
which six CEOs of SMEs in the Stockholm and Uppsala area filled in the 
questions while a member of the research team was present to collect their 
comments on how they interpreted the questions and whether they under-
stood them at all. Modifications were made before a final version was out-
lined. The pilot study served to ensure the reliability of the data and also 
provided inputs that resulted in shortening the original questionnaire and 
attaching an introduction that explained that the data would be kept con-
fidential.  

4.3.2 Sampling and Data Collection 

Of the 2,000 firms in the original random sample from Statistics Sweden, 
1,666 fit the fundamental criteria: SMEs with less than 250 employees and 
at least 10 percent of their turnover coming from foreign sales. Data 
collection occurred in two steps. First, we focused on the 233 firms located 
in and around Stockholm in the Mälardalen region of Sweden. During the 
first stage of the quantitative data collection, each of the sample firms from 
the Mälardalen area was initially contacted by phone to be given infor-
mation about the study and to organize a meeting at which the question-
naire could be answered. To ensure reliability of the answers and to 
increase the response rate, a member of the INET research team travelled 
to the firm and was present in the room as respondents filled in the 
questionnaire. Being present as questionnaires were answered also ensured 
that the correct individuals filled them in, that they understood the 
questions, and that the missing values were kept to a minimum. Most res-
pondents needed approximately 30 to 60 minutes to answer the question-
naire. In addition, observations from the firms, respondents’ comments, 
and other interesting information retrieved from them were noted. The first 
stage of the data collection rendered 188 completed questionnaires for a 
response rate of approximately 81 percent. In the second step of the 
quantitative data collection, the questionnaire was distributed as an 
Internet-version to the remaining 1,433 sampled firms outside the 
Stockholm vicinity in Sweden. The reasons behind the choice of an 
Internet-based questionnaire were pragmatic (time and resource limits) as 
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this approach allowed us to reach firms further away, in all parts of Sweden. 
In total, 318 completed questionnaires were collected for a total (stage one 
and stage two) response rate of 15 percent. The respondents in both the 
first and second phases of the data collection were CEOs and export 
managers responsible for foreign operations.  

The non-response analysis reveals that the firms that provided a reason 
for not participating in the survey primarily stated that they either were 
reluctant to reveal potentially confidential information or did not have the 
time to take part. Secondary data from Statistics Sweden were used to 
control for non-response bias related to differences in size, industry, 
location, and level of internationalization. From this analysis, we did not 
detect any particular matter of concern related to non-response bias.  

4.3.3 Quantitative Data Analysis 

The data from the questionnaires were analyzed using both regression 
analysis and linear structural relation modelling (LISREL). LISREL was 
applied to study casual effects in the data sample. LISREL is based on the 
maximum likelihood estimation method and, hence, is a multivariate 
technique that simultaneously estimates a series of interrelated dependence 
relationships by combining multiple regression (examines dependence 
relationships) with factor analysis (represents factors with multiple 
variables). LISREL is applied in this study because it enables the study of 
factors that are not directly observable based on sets of observable 
indicators. Such a capacity was deemed necessary for this study because the 
studied relationships are abstract concepts that may not be directly 
observable. Thus, the main rationale for using LISREL is that it allows us 
to conduct quantitative studies of “qualitative” abstract concepts and 
factors that are otherwise not possible to study quantitatively. LISREL also 
provides numerous output criterions and validity and reliability measures 
that may be used to evaluate the results. The validity of the LISREL models 
was evaluated on the basis of nomological validity (validity of the model as 
a whole), discriminant validity (how well defined the constructs are), and 
convergent validity (the homogeneity of each construct). The measures of 
nomological validity include measures of significance (p-value) and chi-
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square that, together with the degrees of freedom (df), clarifies the distance 
between the data and the model. Moreover, the nomological validity of the 
models were assessed using three commonly used measures: (1) goodness-
of-fit (GFI), a measure of sample size effects, (2) comparative fit index 
(CFI), a measurement of non-normal distributions, and (3) root mean 
square error of approximation (RMSEA), which estimates population 
discrepancy per degree of freedom. To avoid issues such as multi-
colinearity among the indicators, having a strong theoretical foundation for 
the studies carried out is also necessary. In this thesis, this demand is met in 
both the questionnaire design – firmly anchored in theory – and the 
theoretically based reasoning of each quantitative article. 

This thesis adopts a mixed method approach that refined and tested 
findings from a qualitative multiple case study (article 1) using regression 
analysis (paper 2) and LISREL (papers 3 and 4). Therefore, insights drawn 
from the first paper form an empirical foundation for the quantitative 
analyses that followed.  Now, this thesis moves on to present some 
descriptive statistics of the quantitative data.  

4.3.4 Descriptive Statistics 

As noted earlier, the quantitative data were collected in two stages. First, in 
stage one of the data collection, 188 firms in and around Stockholm were 
each visited by a member of the research team. Thereafter, in the second 
stage of the data collection, data were collected from the rest of Sweden 
using a web-based questionnaire. The descriptive data presented provide a 
general overview of the comprehensive total sample (stage one together 
with stage two) of the quantitative data collected by the research group of 
which I am a part. For more information on the specific samples used in 
the articles, please refer to articles 2 to 4.  

First, some general data about the participating firms, including organi-
zational characteristics and product characteristics, are presented. There-
after, some data on the specific focal key foreign customer business rela-
tionship, which a major portion of the questionnaire focused on, will be 
attended to.  It is vital to note that in each of the quantitative articles 2 to 4, 
different sub-samples of the total sample were drawn for two reasons. First, 
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for reasons of time management, the data analysis commenced before both 
stages of the data collection were finalized. Second, depending on the stu-
died phenomena, different sub-samples were selected to fit each researched 
topic. In the second article, a sub-sample of 65 “born global” SMEs were 
the focus. In the third article, 142 “technology-based SMEs” were studied 
and article 4 focused on the 188 firms from the first stage of the data 
collection. For a further review of the selection of the sub-samples, please 
refer to the methodology section of each of the articles. For space reasons, 
the descriptive statistics presented in this part of the thesis focus solely on 
the largest, all-encompassing sample comprising 318 SMEs in total.  

General Data on Participant Firms 

First, descriptive statistics related to the participant firms in general, such as 
size, turnover, and products, are presented. The sample criteria stated that 
the firms need to be SMEs with less than 250 employees based on the 
OECD (2002) definition and must have at least 10 percent of their turn-
over from sales abroad.  

Key Organizational Data 

Table 5 displays key organizational data on the participating SMEs, and 
makes evident that the firms generally have a share of sales abroad some-
what above 50 percent of their average total sales. In this thesis, firms with 
at least 10 percent foreign sales are defined as international firms. The 
descriptive data thus indicate that the sampled firms clearly represent 
international firms.  

Mean Median

Number of Employees 55.68 33

Turnover (in thousands of SEK) 133,107 66,827

Net Income (in thousands of SEK) 3,652 338

Share of Total Sales Abroad (%) 57 60

Table 5. Organizational Characteristics (2005)
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Size of Participant Firms 

Although all of the participant firms are SMEs with less than 250 
employees, some variation existed within this group. According to OECD 
(2002), small firms are defined as those with fewer than 50 employees, 
whereas medium-sized firms have between 50 and 249 employees. As is 
evident from Figure 2, approximately 60 percent of the firms in the sample 
are small and approximately 40 percent are medium sized. On average, the 
participant firms have 55.68 employees (mean), slightly more than the limit 
for a medium-sized firm. Although a predominance of smaller firms over 
medium-sized firms exists, the data have a distribution that comprises the 
full range of SMEs, indicating that the studies of this thesis may be valid for 
both small- and medium-sized firms. Group analysis based on size was also 
performed on the quantitative articles of this thesis, as presented in articles 
2 to 4.  
 

 
 

Medium-sized 
firms
39%

Small-sized firms
61%

Figure 2. Small- vs. Medium-Sized Firms (%)
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Figure 3 shows the modes of entry used by the sampled SMEs. The 
question was multiple choice because a firm is able to simultaneously use 
several different entry modes in various markets. The data indicate that 
low-commitment entry modes, in particular direct export, are most 
common.  
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Product-Related Data 

The articles in this thesis focus on SMEs’ co-innovation in an international 
business network. As explained, innovation is no longer a topic reserved 
for R&D-focused technology-based firms. Yet, investigating the extent to 
which firms’ products are technology-based is still relevant. The 
classification was based on SNI-codes and on the grounds of additional 
objective data collected on firms’ products in unclear cases. As Figure 4 
shows, the data contain both technology-based SMEs (45 percent) and 
non-technology-based SMEs (55 percent), indicating that the findings of 
this thesis may be valid for both types of firms.  
 

 
  

Figure 4. Technology-based vs. Non-Technology-based SMEs (%) 
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In Figure 5, the data are divided according to whether the SME markets 
products, services, or a combination of both in the selected focal foreign 
business relationship. The service content in the business offer is shown as 
a percentage. The descriptive data show that the majority of the firms (69 
percent) have a product focus with 20 percent or less service content in 
their business offer. Some (15 percent) market a combination of products 
and services with a service content between 21-80 percent. Only a small 
proportion (8 percent) of the SMEs has a clear service focus with 81-100 
percent service content in their business offer. 
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Figure 6 displays the number of SMEs that hold patents. The percentage of 
firms with patents is presented, as innovation is a central subject of the 
thesis. The data show that 55 percent of the firms have no patents. 

 
 

 
 
  

Figure 6. SMEs with Patents or No-Patents (%) 
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The sample also includes subjective data related to the products and the 
knowledge intensity of the sampled SMEs. Figure 7 is based on the 
subjective opinions of the respondents, as measured using a multiple choice 
question that asked them to rate imitability, adaptability, and 
documentation of their firm’s products on a scale from 1 (not at all) to 7 
(completely). 
 

 
 
 

Data related to the focal foreign business venture 

Most questions in the questionnaire focused on the respondent SMEs’ 
central business relationship with one of their key foreign customers 
because such business relationships are considered particularly important 
for knowledge development in international networks. Given the 
importance of the key customer business relationship, data related to that 
key customer and its market are presented. 

Easy to imitate Easy to adapt Well documented
Mean 4,29 5,06 5,49
Median 5 5 6
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Figure 7. Subjective Product Features
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Table 6 provides information on the foreign markets of key customers 
and relates to the SMEs’ experience of – and share of sales to – those 
foreign markets. On average, the focal SMEs have approximately 15 years 
of experience in key customers’ markets, and approximately 16 percent of 
sales go to those markets. 
 

 
 
Figure 8 is based on the subjective opinions of the respondents as 
measured using a multiple choice question that asked about the importance 
of the key foreign customer business relationship with respect to 
references, knowledge, and innovations on a scale from 1 (not at all) to 7 
(completely).  
 
  

Mean Median

Years on the venture´s market 14.61 11

Share of sales to the venture´s market (%) 16.24 10

Table 6. Key Foreign Customer Market (2005)

Important as a
reference customer

A source of
knowledge

A source of
innovations

Mean 4,96 4,00 3,52
Median 6 4 4
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Figure 8. The Foreign Key Customer Is…
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Figure 9 displays the perceived importance of different network partners, 
including customers, suppliers and competitors, on the initiation of the key 
foreign business relationship. Figure 9 is based on the subjective opinions 
of the respondents who answered a multiple-choice question using a scale 
from 1 (not at all) to 7 (completely). Although both suppliers and 
competitors support foreign market entry, Figure 9 shows that the extant 
customer relationships are generally considered relatively more important as 
bridges to new foreign customers. 
 

 
 

 

Customers Suppliers Competitors
Mean 4,3 2,29 2,53
Median 5 2 2
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Figure 9. Important Information Sources for Initiation of Focal 
Foreign Business Relationship (multiple choice) 



 

Chapter 5 

Summary and Contribution of Each 
Paper to the Overall Research 

Purpose  

Four scientific papers are included in this thesis – one qualitative case study 
focusing on biotech SMEs and three papers based on the quantitative 
cross-industry data. The four scientific papers each contribute to the overall 
research purpose in that they add to the development of an analytical 
framework of the international network competitiveness of SMEs in 
various ways. In doing so, they simultaneously add to our understanding of 
SMEs’ entrepreneurial activities after the firms have entered foreign market 
networks. In the first paper, a qualitative, explorative, multiple case method 
is applied to explore new insights and gain a deeper understanding of the 
researched area. In this sense, the first paper serves as an introduction to 
the thesis topics because it highlights different aspects of SMEs’ technical 
and foreign market knowledge development, together with network 
partners. In papers, 2, 3, and 4, quantitative methods (hierarchal regression 
analysis and LISREL) are applied to test and further investigate topics of 
interest that came to my attention through the first qualitative study. For an 
overview of the articles, please refer to Table 7. This table is followed by a 
summary of each of the articles 1 to 4.  
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No Title Method Topic Submitted to

1 Platforms for 
Network 
Coordination 
and Knowledge 
Exchange

Qualitative 
multiple case 
study

The paper highlights 
the importance of 
network environmental 
factors for coordination 
and knowledge 
management in a 
network setting. 

Accepted for 
second review in 
European Journal 
of Innovation 
Management 

2 International 
Network 
Competitiveness 
– Empirical 
Findings from 
Technology-
Based SMEs 
Originating in 
Sweden

Quantitative 
hierarchical 
regression 
analysis

The idea of expanding 
the concept of 
international 
competitiveness in a 
network context is 
introduced. Measures 
are developed and 
two interrelationships 
are tested.

Accepted for 
second review in 
International 
Studies of 
Management and 
Organization 

3 Potential 
International 
Network 
Competitiveness 
of Technology-
Based SMEs

Quantitative 
structural 
equation 
modeling (LISREL)

The relationships 
between two different 
network-based sources 
of international 
competitiveness and 
international 
technology 
development are 
investigated.

Accepted with 
minor revisions to 
the International 
Journal of 
Entrepreneurship 
and Innovation 
Management

4 International 
network 
management for 
the purpose of 
host market 
expansion: The 
mediating effect 
of co-innovation

Quantitative 
structural 
equation 
modeling (LISREL)

The paper provides 
insights into the role of 
co-innovation outcome 
as a mediator of 
international network 
management.

Accepted with 
minor revisions to 
the Journal of 
International 
Entrepreneurship

Table 7. An overiew of the articles included in the thesis
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Article 1 

Title 

Platforms for Network Coordination and Knowledge Exchange 

Submitted to 

Accepted for second review at the European Journal of Innovation 
Management, special issue on “Knowledge Exchange and Innovation in 
University City-Regions.”  

Method 

An explorative, multiple case study of eight biotech firms  

Main Findings and Contributions  

The main contribution of this paper to the field of international 
entrepreneurship is that it emphasizes the link between business environ-
mental mechanisms and organizational learning in internationalizing firms 
(Fernhaber, McDougall, and Oviatt, 2007; Zahra and George, 2002). This 
emphasis is achieved by shedding light on business environmental 
platforms and how they enable or facilitate network coordination, 
knowledge exchange, and the co-creation of knowledge. The empirical 
analysis illustrates how platforms within the international business 
environment and network coordination activities enable and facilitate the 
local flow of knowledge between suppliers/academia and the focal biotech 
firms, indicating that a proximity advantage may exist for biotech firms 
situated in the biotech megacentre candidate (Cooke, 2003) of Stockholm. 
Primarily, however, the study identifies a global flow of knowledge in the 
biotech firms’ international customer networks. Thus, this paper also 
contributes to our awareness of the dual local and global knowledge 
exchange and co-innovation pattern within the biotech industry that, 
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despite being an inherently global industry, exhibits high levels of 
geographical concentration.  

Contribution to the Overall Purpose of the Thesis 

This article contributes to the overall purpose of the thesis in several ways. 
First, it brings attention to how international SMEs draw on their 
international business networks to develop a combination of technical and 
foreign market knowledge. Second, the article highlights the central role of 
management, in particular network coordination, for SMEs’ 
internationalization in a network setting.  

If I retrospectively apply the framework for international network 
competitiveness, which was developed during the course of this thesis, the 
following may be said. The paper focuses on how biotech SMEs draw on 
international network-based potential sources in the form of platforms 
within the biotech industry to achieve knowledge management and 
outcomes in the form of co-creation of knowledge. In particular, however, 
the article highlights the concurrent nature of international network 
competitiveness in which knowledge is concurrently developed in feed-
forward and feedback processes on the local level and the global level that 
are, in turn, connected.  
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Article 2 

Title 

International Network Competitiveness – Empirical Findings from 
Technology-Based SMEs Originating in Sweden  

Submitted to/Published in 

Accepted for second review in International Studies of Management & 
Organization 

Method 

The paper is based on a quantitative study of young technology-based 
SMEs. Because single-item measures are unable to capture all of the 
elements of international competitiveness, multivariate measurements were 
constructed that formed the basis for a hierarchical regression analysis.  

Main Findings and Contributions  

This paper is based on the connotation that the development of 
technological and foreign market knowledge, together with network 
partners – particularly key international customers – may explain why 
technology-based SMEs are able to internationalize despite limited internal 
resources. It is noted that little is known about such firms’ performance 
after their initial internationalization. International competitiveness is 
explained as a concept that focuses on the sustainability and long-term 
performance of firms. This study adds a network perspective to the extant 
research on international competitiveness (e.g., Buckley et al. 1988, 1990; 
Coviello et al. 1998; Man et al. 2002) and develops a model of international 
network competiveness. In doing so, the study contributes to the network 
perspective on SMEs’ internationalization (Gabrielsson and Kirpalani 2004; 
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Sharma and Blomstermo 2003) and to the extant literature on international 
competitiveness (e.g., Coviello et al. 1998).  

In line with the model presented by Buckley et al. (1988), the model of 
international network competitiveness proposed in this paper includes 
three multivariate measures: international network performance, 
international network potential competitiveness, and international network 
management processes. The measures were operationalized based on 
factors identified by Coviello et al. (1998) but adapted to the setting of 
technology-based SMEs. 

Contribution to the Overall Purpose of the Thesis 

This article contributes to the overall purpose of the thesis by: 
(i) Introducing the notion of expanding the concept of 

international competitiveness to a network setting; 
(ii) Operationalizing the components of international network 

competitiveness based on network-based items; and, 
(iii) Investigating two of the relationships in the model: (i) 

between international network potential and international network 
performance and (ii) between international network management and 
international network performance.  

 
The extracted measurements displayed good internal consistency, 
suggesting that the network items captured the underlying international 
network competitiveness measurements. Overall, the paper contributes to 
this thesis by providing insights into how international network 
competitiveness can be measured and captured in the network settings of 
internationalizing technology-based SMEs.  
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Article 3 

Title 

Potential International Network Competitiveness of Technology-Based 
SMEs 

Submitted to 

Accepted for second review in the Journal of Entrepreneurship and 
Innovation Management 

Method 

The relationship between international technology development and 
potential international network competitiveness is examined and tested on 
142 technology-based internationalizing SMEs using LISREL structural 
equation modelling.  

Main Findings and Contributions  

This study is based on the notion that one clue as to why certain SMEs 
within technology-based industries are able to internationalize and, 
thereafter, sustain a competitive advantage is in their ability to develop 
technical knowledge together with network partners. Although the extant 
research recognizes the key function of international technology 
development for SMEs’ ability to internationalize (e.g., Rialp et al., 2005), 
little is known about the relationship between network-based sources of 
international competitiveness and the international technology 
development of such firms. The purpose of the study is to add to this line 
of reasoning by investigating the relationship between international 
technology development and network-based sources of international 
competitiveness of technology-based SMEs.  
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Contribution to the Overall Purpose of this Thesis 

The third article in thesis contributes to its overall purpose, primarily in two 
ways: 

i. First, the paper specifically provides further insights into 
the interrelationship between two measures of network-based sources of 
international competitiveness, as suggested by previous research (Coviello 
et al., 1998): (i) strong local host market networks and (ii) strong key 
customer relationships.  

ii. Second, the paper investigates the relationship between 
network-based potential sources of international competitiveness and 
international network performance measured as international technology 
development, together with the key foreign customer. 

 
The LISREL analysis of this paper shows that direct and indirect positive 
effects exist between measures of potential international competitiveness 
and international technology development. 
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Article 4 

Title 

International Network Management for the Purpose of Host Market 
Expansion:  The Mediating Effect of Co-innovation 

Submitted to 

Accepted, with minor revisions, to the Journal of International 
Entrepreneurship  

Method 

Three hypotheses are developed and tested on a sample of 188 
internationalizing SMEs using LISREL structural equation modelling. 

Main Findings and Contributions  

The link between innovation and internationalization is increasingly gaining 
the interest of numerous international entrepreneurship researchers, 
demonstrating that innovation enhances export performance for 
internationalizing SMEs (e.g., Chetty and Stangl, 2010; D’Angelo, 2010). 
Concurrently, other researchers are focusing on the link between network 
resources and innovation (e.g., Mele et al., 2010) and some suggested that 
innovation has a mediating function in SME networks (Westerlund and 
Rajala, 2009) and that co-innovation in particular mediates a network 
learning orientation (Gronum et al., 2012). This paper investigates: 1) 
international business relationship learning mechanisms that reinforce co-
innovation in a dyadic business relationship with a key customer and 2) the 
link between the outcome of co-innovation in the business relationship and 
international network management for purposes of host market expansion 
beyond the dyadic business relationship.  
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The results show that an SME’s (i) awareness of a customer’s 
complementary knowledge and (ii) innovation-oriented customer 
relationships lead to increased co-innovation within a dyadic business 
relationship with a key customer. Moreover, successful co-innovation with 
a key customer increases the likelihood that the focal SME will attempt 
international network management by drawing on the key customer as a 
bridge to new customers and suppliers on the foreign host market.  

The main contribution of the study is that it adds to the research on the 
management perspective of international entrepreneurship (Hagen et al., 
2012; Golovko and Giovanni, 2011; Keupp and Gassman, 2009) by 
providing a link between technical knowledge development within a foreign 
business relationship and network management for the purpose of 
international growth across dyadic business relationships. Thus, the study 
adheres to research that suggests that management on the business 
relationship level and management on the network level are interrelated 
(Ritter et al., 2004). 

Contribution to the overall thesis purpose 

This article contributes to the overall purpose of the thesis primarily by 
focusing on the second research question to provide insights into the 
function of co-innovation for the international network competitiveness of 
international SMEs. Network management is an important component of 
firms’ international network competitiveness because managerial activities 
facilitate and enable the transfer of various inputs to performance outputs. 
Hence, the international network competitiveness of an internationalizing 
SME is influenced by, among other factors, how the SME’s managers 
transfer internal- and network-based knowledge into output such as co-
innovation outcome. Innovation is however not only an output but also a 
process and a door opener. In particular, this study shows that relationship-
level co-innovation can serve as a key to the wider foreign market network. 
This finding is in line with research that suggests that innovation has a 
mediating function between network-based resources and performance 
(Gronum et al., 2012).   



 

Chapter 6 

Concluding Discussion and Directions 
for Future Studies 

This thesis set out to develop an analytical framework of international 
network competitiveness. In primarily, uncovering relationships between 
the components of an international network competitiveness framework 
and secondarily, investigating the function of co-innovation for these 
components, the dissertation endeavored to contribute to our 
understanding of SMEs’ long-term, sustainable internationalization within 
foreign market networks. 

6.1 Three Anticipated Contributions  

Theoretical contributions were anticipated primarily in three ways.  
First, by adhering to a network perspective, this thesis anticipated 

contributing to the international entrepreneurship literature by moving 
away from its traditional emphasis on time and speed of internationali-
zation in favor of a focus on SMEs’ entrepreneurial activities after the firms 
have entered foreign market networks. Focusing on such entrepreneurial 
activities within foreign market networks served to shed light on network-
based learning that, in turn, drives the internationalization within networks 
and forms a foundation for the international competitiveness of SMEs 
within international networks. By uncovering and empirically investigating 
the interrelationship between the components of international network 
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competitiveness: (i) international network potential; (ii) international 
network management; and (iii) international network performance, a more 
sustainable picture of the internationalization of SMEs after foreign market 
entry was expected to be generated. Thus, an analytical framework of the 
long-term international network competitiveness of international SMEs was 
anticipated.  

Second, this thesis proceeded to investigate the function of co-
innovation for the proposed components of international network 
competitiveness. Co-innovation was delimitated as international technology 
development together with an international network partner, forming the 
basis for international business activities. In this context, the investigation 
into the function of co-innovation was triggered by the fact that numerous 
researchers increasingly emphasize the need to incorporate innovation into 
international entrepreneurship studies (e.g., Zahra, 2005; Prashantam, 2008) 
together with the observation that innovation is becoming increasingly 
important for all types of firms in our increasingly dynamic world. In this 
case, contributions were expected to the cross-section between innovation 
and the international entrepreneurship literature.  

Third, this thesis anticipated to contribute to the theory on the business 
network internationalization process (Johanson and Vahlne, 2009) by 
empirically examining SMEs’ combined proactive and reactive activities 
within international business networks. This contribution was to be 
achieved by departing from the original view of the Uppsala model (1977) 
of the internationalization process as inherently reactive in favor of a more 
recent view that suggests that the internationalization process of firms 
displays both reactive and proactive features (Crick and Jones, 2005) within 
networks (e.g., Melén and Rovira, 2008).  

The following text more closely attends to each of the anticipated 
contributions. The discussion is specifically meant to explicate how and 
what each of the papers of this thesis adds to each of its expected 
contributions. In doing so, the discussion is intended to provide a more 
exhaustive picture of the contribution of this thesis as a whole.  
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6.2 The First Key Contribution 

Providing an analytical framework for the study of entrepreneurial activities that generate 
sustainable international network competitiveness of internationalizing SMEs within 
foreign market networks 

The specific contributions of each paper of the thesis to its overall purpose 
were demonstrated and discussed in the previous section. Although none 
of the papers in themselves provide more than small contributions, the sum 
of them indicate that “international network competitiveness” may be 
valuable as an analytical framework for studying the entrepreneurial 
activities of SMEs once they have entered foreign market networks. This 
finding is important because international entrepreneurship researchers 
assert that we need to learn more about what happens to internationalizing 
SMEs once they have entered foreign markets (e.g., Peiris et al., 2012). 
Evidently, international entrepreneurship researchers are increasingly 
moving away from the research field’s initial focus on age and speed of 
internationalization in favor of perspectives that focus on sustained 
internationalization (e.g., McDougall and Oviatt, 2000) that captures how 
these firms compete and survive in foreign markets (Keupp and Gassman, 
2009; Zahra, 2005). The primary contribution of this thesis is that it 
provides an analytical framework that may be applied to this line of 
research.  

The regeneration and maintenance of network-based competitive 
potential (inputs), network management processes to develop those inputs, 
and performance measures related to the network relationships (outputs) 
provide us with a framework that has the capacity to capture the 
sustainable, long-term perspective on the international competitiveness of 
firms within foreign market networks. Not only the components of 
international competitiveness (potential, management and performance) 
but also the interrelationships among the components are central to our 
understanding of sustainable international competitiveness (e.g., Coviello et 
al., 1998). The essence of this reasoning is that the interrelationships 
between the three components of the proposed international network 
competitiveness framework have the capacity to capture entrepreneurial 
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activities that enable and enhance knowledge development within 
internationalizing SMEs’ foreign market networks.  Such knowledge 
development is the foundation for SMEs international network 
competitiveness in networks.  

The various papers of this thesis focus on different relationships 
between the components of the framework for international network 
competitiveness, showing that the same component – depending on the 
studied perspective – can take on the role of dependent or independent 
variable. Whereas the first paper of this thesis serves as an introduction to 
the research topic, the second paper sheds light on two interrelationships 
within the framework: (i) the relationship between “international network 
potential” and “international network performance” and (ii) the 
relationship between “international network management” and 
“international network performance.” In this paper, performance is viewed 
as a dependent variable and the other two components are studied as 
independent variables. The third paper of this thesis first focuses on 
investigating more closely what potential international competitiveness 
entails in the network setting of internationalizing SMEs. The third paper 
then sheds light on the interrelationship between potential international 
network competitiveness and international network performance, in the 
form of “international technology development” together with the key 
foreign customer (i.e. co-innovation). Thus, in this paper, the performance 
component is once again studied as the dependent variable. The fourth 
paper revolves around the relationship between potential international 
network competitiveness and international network performance, and the 
relationship between international network performance and international 
network management. This paper specifically illustrates that the 
relationships are not one way but are interrelated. In particular, this fourth 
and last paper shows that co-innovation outcome of the key customer 
relationship can enable and facilitate international network management, 
delineated as the intentional effort to gain new foreign customers via an 
existing key foreign customer. Hence, in this paper, “network 
performance” is viewed as a mediator and the component “network 
management” is studied as a dependent variable.  
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Overall and most specifically in articles 2, 3 and 4, this thesis illustrates 
that applying the proposed analytical framework of international network 
competitiveness allows us to investigate entrepreneurial activities within 
foreign market networks. Thus, this thesis finds support for the notion that 
an analytical framework of international network competitiveness may be 
valuable to study entrepreneurial activities of international SMEs within 
foreign market networks. This finding has direct implications for the 
perspective on international entrepreneurship literature that is moving away 
the from the previous common focus on the age or speed of 
internationalization (e.g., Oviatt and McDougall, 1994) in favor of the study 
of how these firms compete and survive in foreign markets over time 
(Keupp and Gassman, 2009; Zahra, 2005). This is the first of the main 
contributions of the thesis.  

6.3 The Second Key Contribution  

Describing the function of co-innovation for the components of international network 
competitiveness of SMEs 

As for the second anticipated contribution, this thesis proceeded to 
investigate the function of co-innovation for the three proposed 
components of SMEs international network competitiveness. Albeit not 
considered a component of the analytical framework as such, co-innovation 
was expected to have a central function in this context. Co-innovation was 
delineated as international technology development (that forms the basis 
for international business activities) together with an international network 
partner. Thereafter, the theoretical review showed that the competitiveness 
of firms is expected to depend on their ability to adapt through continuous 
innovation to environmental changes in our increasingly dynamic world 
(e.g., Leonard-Barton, 1992; Eveleens, 2010). In particular, co-innovation 
with other firms, has been shown to enhance the competitive advantage of 
an organization (Macpherson, Jones and Zang, 2004). The theoretical 
review further explained that innovation is becoming increasingly important 
for all types of firms, not only firms that perform R&D. Moreover, 
numerous researchers increasingly emphasize the need to incorporate 
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innovation into international entrepreneurship studies (e.g., Zahra, 2005; 
Prashantam, 2008).  

Although co-innovation and the development of technical knowledge is 
included as a consideration in all of the papers of this thesis, the specific 
function of co-innovation for the components of international network 
competitiveness was attended to primarily in the third and fourth papers. 
The results demonstrate that co-innovation can be seen as both an 
outcome (international network performance) and a process (international 
network management). For example, the third paper highlights the 
relationship between network-based sources of international 
competitiveness and the firm’s international technology development. This 
study thus shows that co-innovation can assume a network performance 
function. In contrast, paper four explained that the co-innovation outcome 
(network performance) in a dyadic business relationship with a key 
customer serves as a mediator and enabler of international network 
management. The reason is that the co-innovation outcome proves to 
enhance managers’ inclination to draw on the key customer as a bridge to 
new international customers. Although the level of analysis of the thesis is 
essentially the focal dyadic business relationship with the key foreign 
customer, this thesis thereby, also provide some cues for how the focal 
dyadic key customer relationship serves as a bridge to the wider network. 
To conclude, the thesis illustrates that co-innovation can take on various, 
multifaceted, yet central functions, in the components of international 
network competitiveness of SMEs. This second key contribution of the 
thesis serves to add to the growing body of literature in the cross-section 
between innovation and the international entrepreneurship literature. 
 

6.4 The Third Key Contribution 

Empirically evaluating the combined proactive and reactive view on the internationaliza-
tion of SMEs within foreign market networks 
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As for the third anticipated contribution, this thesis set out to contribute to 
the theory on the business network internationalization process (Johanson 
and Vahlne, 2009) by examining SMEs’ combined proactive and reactive 
entrepreneurial activities within international business networks. Although 
researchers have suggested that the internationalization process of firms 
can display both reactive and proactive features (Crick and Jones, 2005) 
within networks (e.g., Melén and Rovira, 2008), this thesis contributes by 
empirically investigating and testing this notion.  

For example, the first multiple case study brings attention to the central 
role of proactive network coordination for SMEs’ internationalization in a 
network setting. In doing so, this paper illustrates how international SMEs 
use network coordination to draw on their international business networks 
to develop a combination of technical and foreign market knowledge with 
network partners.  

Thereafter, the proposed international network competitiveness frame-
work was applied in the quantitative articles to study international SMEs’ 
reactive and proactive entrepreneurial activities within international 
networks. In this context, not only the components of international 
network competitiveness but also the interrelationships between the 
components were noted to be able to capture a combination of proactive 
and reactive entrepreneurial activities of internationalizing SMEs within 
networks. For example, the second paper of this thesis investigates the 
relationship between international network management and international 
network performance. The findings of this paper support the idea that 
proactive management is positively related to international network 
performance (in the form of network knowledge development) in the 
international networks of SMEs. The fourth and last paper of the thesis 
further shows that the co-innovation outcome of the key customer 
relationship can enable and facilitate international network management 
delineated as the proactive, intentional effort to gain new foreign customers 
through an existing key foreign customer. These findings of the papers 
altogether provide clues as to how international SMEs’ network-based 
proactive and reactive activities can enhance the combined development of 
technical and foreign market knowledge within international networks, on 
which the international network competitiveness of such SMEs depend. In 



90 INTERNATIONAL NETWORK COMPETITIVENESS 

doing so, this thesis empirically confirms the theoretically derived position 
that the internationalization process of firms can display both reactive and 
proactive features within networks (e.g., Melén and Rovira, 2008). 
Moreover, this line of argument shows that the proposed model of 
international network competitiveness may be applied to highlight the 
interrelationships between proactive and reactive entrepreneurial activities 
of internationalizing SMEs within foreign market networks. This third and 
final key contribution is intended to add to the research on the theory of 
the business network internationalization process. 

6.5 Concluding Remarks and Directions for Future 
Studies 

As the concluding discussion has illustrated so far, this thesis strove to 
enhance our understanding of SMEs’ entrepreneurial activities within 
foreign market networks by developing an analytical framework of 
international network competitiveness. This effort is expected to have 
implications for the theory on the business network internationalization 
process (Johanson and Vahlne, 2009) but primarily for the international 
entrepreneurship field. This research field has experienced impressive 
development since its initiation in the 1990s. However, researchers noted 
that the field suffers from an untenable focus on age and speed of 
internationalization. This thesis showed that the an analytical framework of 
international network competitiveness has the potential to emphasize a 
long-term perspective on the internationalization of SMEs within foreign 
market networks. My aspiration is thus that this thesis could serve as a 
point of departure for researchers seeking to focus on the sustained 
internationalization of SMEs after their initial entry into a foreign market.  

The concluding discussion of this thesis further showed that innovation 
and, particularly, co-innovation are important factors in the network 
context of internationalizing SMEs. The studies of the thesis illustrated that 
co-innovation can serve many purposes and has numerous functions for 
the components of the international network competitiveness framework. 
Research on international network competitiveness in the cross-section of 
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international entrepreneurship and innovation thus comes forward as an 
area that appears to warrant further studies given the increasingly central 
function of innovation for internationalizing SMEs in our increasingly 
globalized world. 

The thesis also brought attention to, and empirically confirmed, the 
notion that international SMEs can display a combination of proactive and 
reactive behavior to sustain internationalization within networks. Network 
coordination for the purpose of knowledge management within networks 
comes forward as a particularly central managerial skill in this context. The 
interrelationship between SMEs’ proactive and reactive behaviors within 
foreign market networks and, in particular, managers’ ability to coordinate 
within networks is an intriguing subject that also warrants further study. 

Finally, I would like to point to the obvious lack of research on 
international network competitiveness. To some extent, the studies of this 
thesis investigated certain interrelationships within the proposed analytical 
framework of international network competitiveness. Clearly, however, 
several interrelationships in the framework were not attended to within the 
realm of this thesis and warrant further study. Moreover, each of the 
components of the analytical framework are in themselves complex, and 
different measures are expected to suit different firms and firm contexts. 
Thus, the components of the framework for international network 
competitiveness warrant deeper investigations in themselves. In particular, 
it would be interesting to further investigate the analytical framework’s 
components’ applicability in other industrial, country, and/or firm contexts.  

  
 
 
 





 

Chapter 7 

Managerial Implications 

During the course of collecting data for this thesis, I personally met and 
talked to approximately 60 managers of internationalizing SMEs. I was 
frequently impressed by their enthusiasm, skills, and insights into my 
research area. Typically, they were aware of not only the practical side but 
also of recent research findings. The discussions were many and immensely 
rewarding and I am most grateful for the insights provided. In these few 
lines of the “managerial implications” section, I attempt to give something 
back to these individuals, including managers, entrepreneurs, firm owners, 
and alike that constitute the group referred to as “managers.”  

The basic model of international competitiveness by Buckley et al. 
(1988) on which the analytical framework of the thesis draws was 
developed with the clear intention of providing a model that would be 
useful for managers in real firm settings. As such, the framework is 
inherently pragmatic and applicable to a management context. In this 
thesis, a network perspective is added to adapt the framework to (i) the 
specific context of international SMEs that may depend more on network-
based sources compared with other larger and/or domestic firms and (ii) 
the globalizing world in which international business networks plays an 
increasingly central role. The network perspective of the analytical 
framework further emphasizes the need to incorporate aspects of the 
international business environment into managerial decisions related to the 
internationalization of SMEs. Although the proposed “international 
network competitiveness” framework takes on a network perspective, the 
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basic notion and components of the original model are still intact and the 
proposed analytical framework is – as in the original model – intended to 
be useful and applicable in a managerial contexts.  

One of the main strengths of the “international network 
competitiveness” framework is in its simplicity from being composed of 
merely three components. Yet, the analytical framework captures intricate 
interrelationships among various entrepreneurial activities of 
internationalizing SMEs. Several advantages are anticipated from applying 
the international network competitiveness framework in a managerial 
context. First, the analytical framework incorporates three components of 
international network competitiveness: potential, management, and 
performance. The main focus is on the interrelationships among the three 
components of the framework. By analyzing these interrelationships, 
managers are anticipated to develop a comprehensive view of international 
network competitiveness, not as a static performance measure but rather as 
a dynamic process that is more in line with the globalizing business setting 
of today. 

Second, this thesis adheres to the Uppsala business network process 
model of internationalization (Johanson and Vahlne, 2009), which is based 
on the notion that a focal firm and its network partners both learn from 
one another and create new knowledge through combinations and 
exchanges. If the network partner in turn has other business relationships, 
the focal firm is indirectly linked to a wider network that provides bridges 
to new knowledge. This network learning mechanism is suggested to drive 
the internationalization process of firms (Johanson and Vahlne 2009, 2006). 
As opposed to previous internationalization theories (e.g., Johanson and 
Vahlne, 1977), this thesis describes the activities of international SMEs as 
both reactive and proactive. By departing from the view of the original 
Uppsala model (1977) that the internationalization process is inherently 
reactive, this thesis strove to explicate how managers’ network-based 
activities enhance such a firm’s knowledge development and international 
competitiveness within foreign markets. Therefore, in the analytical 
framework presented, managerial activities such as network coordination 
are central to SMEs’ internationalization. In other words, rather than 
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focusing on how internationalization occurs, I highlight what managers 
actually can do.  

Third, by not focusing on performance measures alone but also on the 
regeneration and management of resources, a long-term perspective of the 
sustained internationalization of SMEs is highlighted. Therefore, this thesis 
moves away from a focus on how early or quickly firms internationalize in 
favor of a focus on how managers develop a combination of technical and 
foreign market knowledge, together with network partners, once they have 
entered foreign market networks. 

Questions that managers may pay attention to within the framework 
include, but are not limited to, the following: 
 Which potential network-based sources of international 

competitiveness, such as strong key foreign customer relationships, 
are present today? 

 How can the SME draw on potential network-based sources of 
international competitiveness, such as strong key foreign customer 
relationships, as a bridge to new foreign customer relationships?  

 What can managers of the firm do to strengthen and build key 
business relationships that can serve as potential network-based 
sources of international competitiveness in the future? 

 
All in all, managerial considerations such as these may strengthen the 
managerial awareness of the interrelationship between what the firm does 
to enhance performance now AND what it does to build network-based 
potential sources that render performance further on. At the same time the 
role of network management is emphasized. This idea is important because 
it allows managers to build more long-term, sustainable strategies that are 
not merely based on past performance but also on potential future 
performance and management skills related to how to reach such 
performance goals. In this context it is important to note that the 
“performance” or “outcome” of a dyadic business relationship in a network 
setting includes both objective monetary measures and, most importantly, 
subjective performance measures such as co-innovation outcome and new 
foreign customer relationships. This notion is particularly important 
because intangible resources, such as knowledge and business relationships, 
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gradually assume the chief role over hard assets as sources of competitive 
advantages in our increasingly globalizing world. 
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