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SUMMARY

Purpose The main purpose of this thesisto answerthe questionof why Danish
SMEs in the retail industry do not fully utlize the potential of online
internationalization. Another aim of this thesis is to research whators prohibit
internationalizationand what effect the Internet can hawewards it A final aimis
to know how various determinants influence the significance and/or perception of

those barriers.

Methodology: This thesisised a semstructured interviewto examine whabarriers

may prohibit companies from online internationalization. For this thesisingle
case study approach was used to gather thorough andejth insights regarding

the phenomenon under investigation

Findings Findings suggest thathe traditional export barriers still exist in the
internet-enabled internationalization and surprisingly, these were the most
significant and orgoing barriers that the firm faces. In particular, logistics and
distribution were the most referred to barrieréllowed by online fraud. Lastly, the
language and cultural barriers, however faced in this case, are still a major

RSGSNXYAYIYH Ay (GKS FTANYQa RSOA&aA2y G2 SELI

Research limitationFor this thesisa single case study approach was us#uls, the

generalizability of the findirgys limited.Moreover, the interview wasot conducted
with the export decisionmaker, thus this research may not have covered in full

length all theaspectssuggested by the literature.

Originality/value: The thesis contributes to the existing literature OBMES

internationalization barriers bgdopting a qualitative approaclsjnce there is #ack

of literature that exploresbarriers using this approach-urthermore, the thesis
contributes to the lack ofiterature on the Internetenabled internationalization and
barriers involved. Lastly, this study has added in the existing literature gap on the

retailing SME sector.
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1 INTRODUCTND

This chapter will present the researoackground;it will highlight the research gap

in the literature, formulate the research problem, research questions and briefly

present the content of the study.
1.1. Researctbackground

Internationalization has been a topic for discussion among academics and firms for
many years now. In general, internationalization can be understood as defigh
activty that crosses national borders(Olejnik and Swoboda, 2012)
Internationalization affects all small and large firms and focuses on their attempt to
enter global markets, which can be done in many ways such as export, foreign direct
investment (FDI), internationalollaboration and so on. In recent years there has
been increasing trends in internationalization and business expansion for companies

in global market (Moraes, 2009) There are many different motives for firms to

AYGSNYFGA2yFEATSS £A1S 101 2F R2WABAGAO OA

more international customers and many more, but research indicates that there are
also some antecedents. Some of the mentioned internationalization antecedents
include knowledge and technology in order to entereign markets and improve
the firmgperformance and competitiveness. Internationalization is thought to bring
specific benefits to the firm, like increased sales and profits, the creation of
economies of scale, increased security in timedlwtuating regional economies
etc,. (Olejnik and Swoboda, 2012Jhis is the reason why firms are interested in
internationalization and researchers are insisting on studying the different

approaches to it.

In the business world, there is no mkat that is safe from competition and not many
companies want to limit their future only to domestic markets. An increasing
number of smalland medium sized companies (SMEs) opt for selling products to

international markets through export, which is the 8to common
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internationalization entry mode for SMEs, because it has low business risk, requires

low commitment and provides high flexibilitfkahiya, 2013) The progressive
globalization over théast two decades has created a new international environment

F2N) {a9Qa SELRNIad ¢KS LINRPOSaa 2F 62NIR
broadening and deepening of interrelationships between international trade and
FT2NBAIY Ay @Sal Y Sopalizedrniortd 6SMBs canyltilize 2hR adeattadge 3 f

of crossborder activities(Czinkota and Ronkainen, 201These opportunities can

be an important encouragement for SMEs to go beyond their national borders.

Moreover, other than the benefits and the motive for internationalization, when a
firm wants to enter a foreign market and operate there, there arsoapecific
difficulties that theycan face. These difficulties, mostly referred to as barriers, can
be found in all stages of internationalization and by all firm types (multinational
firms or smaller). Of coursehose barriers are not exactly the same for different
firms and their intensity, appearance or tackling possibilities also differ significantly.
Studies regarding internationalization focused mostly on multinationals, as they had
the resources needed for an international expansion. Some decades now this
pattern has changed and more and more SMEs can be found involved in
international activities, really successful and really fast after their establishment.
SMEs has increasingly reg=il much of the academic interest, as they are now a
very common firm type that is representative worldwide and their activities

contribute significantly in the global economy.

As mentioned before, although SMEs are becoming important players in
international business, they are also more vulnerable in the aforementioned barriers
due to lack of resources, at least compared to multinationals, which can influence
their internationalzation decisions, process and development. The most common
barriers that SMEs mention are difficulties to find funding, lack of experience and
knowledge in operating in foreign markets, market entry difficulties and many more.
As literature suggests, diffent risks and costs are also involved in the
internationalization process, where SMEs may be facing more challenges with their

limited budget and amount of resources, however, the international exposure and

2
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development of technology and innovation helpem to minimize costs and risks in
the internationalization proces® t I LJr R2 LJ2 dzf 2& |y R .d&hisNI Ny al
argument highlights a new possible way of smaller firm internationalization, the

internet-enabled internationalization.
1.1.1. Internet and Internationalization

Two magor trends have offered a tremendous shift in the export marketing research:

the advancement of the Internet and the rapid internationalization of firms. The

Internet has led to entirely new ways for firms to access markets and improve their

efficiency interms of receiving customer orders and handling inquiries on a global

basis, particularly in the case of SME§ A Y1 2 OA 04> {Ayl120A0a | yR
With the growing competitive pressures, both domestically and internationally,
companies are increasingly deploying the Internet as a strategidRuoter, 2001)

Specifically, the use of information and communication technology (ICT) not only

impacts on commuication, control and collaboration processginkovics, Sinkovics

YR &. NB I Yy ébut Waso gramisessa fast optiori imternational expansion

(Sinkovics and Penz, 2009)he cliberate use of ICT for internationalization

LJdzNLJ2 8S&8 A& GSNXYSR GAYGSNYySGlIfATl D2y ¢ o @
FYR alF QGAGS 2yt AYyS AYOGSNYI (A 2@006)AIslaiA2yé 6
form of foreign markeentry, whichtakes plac&t Ay G KS @A NI dzZl £ NI 0KSNJ
AL GALFE (YR & $idkovics, 2006, p. 340While active online
internationalization is possible for both large and smaller firms, especially in the

initial stages of internationalization, small firms are more likely to adopt this mode of

market entry (Bennett, 1997)To date, research on the phenomenon of active online

internationalization is limiteqPezderka and Sinkovics, 2011

It is argued that the Internet can be not only an alternative to traditional
internationalization pathsput actually a0 SGGSNE FFadSNJ FyR Sl aiasn
market expansion. Internetnabled internationalization is said to eliminate many

profound risks in traditional export or risks in the internationalization process, like

market entry barriers, distance barriergjarket knowledge and many morglia,
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Lefebvre and Lefebvre, 2007; Deng and Wang, 20I6g advancement and
widespread use of the Internet can provide firms with great opportunities to
leverage their informatiofprocessing capabilities and global connectivity potential.
Especially for SMEs, the Internet can enhance business processes and improve
competitive advantage by assisting export marketing, rapid internationalization
opportunitiesand virtual customer servicinginkovics, Sinkodic | YR & . NB | y ¢
2013)

1.1.2. Ecommerce export

A very important step in the interne¢nabled internationalization was the
introduction and adoptionof e-commerce by firmsEcommerce is a way of doing
reaktime business transactions through the Internétccording to Palme2000)
electronic commerce includes the support of markets, ifften coordination,and
information exchange via electronic meanscdnmerce sales are increasing every
year and currently global-eommerce sales constitute 10.2% of all sales, predicting
that in 2020 it will increase to 15.5¢tatista, 2018)There can be seen a steady
growth of ecommerce sales in the whole world, which underlines its significance as
a new market and a possible firm internationalization path. Every yeamamerce
sales worldwide increase around 20% compared to the previeas. y-or example,

in Denmark from 2009 to 2016@mmerce sales increased more than 3 times (from
32 billion DKK to 100.7 billion DK&}atista, 2016)Thus, it is clear that many firms
have seen and valued the unprecedented benefits afommmerce use and have
chosen ecommerce for their global sale transactio(Gibbs and Kraemer, 2004;

Deng and Wang, 2016)

There are different ways for a firm to participate ircemmerce, one of them is to
create and manage their own web site/web store, and/or use an electronic
intermediary, like Amazon, in order to fadlie and ease the necessary procedures.
The use of an electronic intermediary is mentioned to cut on significant ¢Géis
and Tansuhaj, 2013pnd also to further diminish internationalization barriers. The

literature suggests that while bigger firms can manage their owcoramerce

W
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presence, most SMEs will find the cost deterrif@omezHerrera, Martens and
Turlea, 2014) However, for smaller firms, electronic commerce portals, which
facilitate global sking and buying but also information exchange and knowledge
creation, may be the best alternative for thewcemmerce. EEommerce portals can
refer in the transactions between businessbusiness (B2B) and busindss
consumer (B2C) firms. Respectivagbsite functions and procedures may differ but
most of the electronic platforms have similar aspects, as they all pose limited entry
barriers to newcomers, given that many of the platforms do not charge admission
fees but merely charge reasonable comnuasfees based on the value of online

transactiongChen, Seong and Woetzel, 2014)

Finally, ecommerce portals have accommodated a full spectrum of firms, ranging
from SMEs to large enterprisé€ho and Tansuhaj, 2013)\s ecommerce portals
provide standardized and professional virtual trading rooms for sellers and buyers,
the entry barrier to online exporting has been lowered to a minimum I€@élang,
Jackson and Grover, 2003his may also be the reason why such a large number of
firms involves in platforabased ecommerce andvhy firms choose these platforms

for their international venturingCho and Tansuhaj, 2013)
1.2. Problem formulation

There is already a very big lore market, mostly flooded with online shops from
manufacturers and retailers, trying to enter markets and satisfy their domestic and
international, at many cases, domers, while, there is also a high activity from firms
and customers that sell and buieir stuff and products through different online
platforms. Also, according to the previously mentioned statistiespmamerce is a
healthy and constantly growing market and many researchers consider it the biggest
and more globalized market that ever stad. However, it should be mentioned that
not all firms have an online presence, and many who have, are only offering their
products locally. Literature suggests that while CEOs of SMEs seem toizecthgn

importance of havinginternet presence, only @amall portion of firms use the

Internet for commercial purposg&randon and Pearson, 2008) dzNJi K S N 2 NB =

{a?9
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limited resources make it crucial for them to harness business value in adopting new

technologies.

Having said tat, customers, on the other side, have been found very fond of
international online shopping and as long as the delivery cost is not very high, they
can really enjoy products from all around the world. This aspect accordingly means
that while some firms dér their products only locally, the buyers from the same
area can and have access to many more products and markets. This can potentially
mean that while firms limit their market and customer access, other companies can
reap the benefits of online expoand penetrate to different markets. Also, as it was
previously mentioned, the internationalization process of firms is usually
accompanied by risks and barriers; however, it is rather strange that these firms
abstain even from crodsorder commerce or €ommerce, which is considered
easier, at least in terms of specific costs and cultural differences compared to

traditional exporting.

So, this phenomenon can strike as strange and create questions negatiae
reasons why not allirms reap the potentiabenefits of export or of the internet
enabled internationéization, as it is mentioned beiran easy and less costly method

of internationalization. Research suggests that access to international markets at
minimal cost represents crucial competitive adtege for SMEgLal, 2002) This
accordingly suggests that SMEs should be greatly interestgmnimg ecommerce
either by their own means or by intermediate platforms, as they are found to be the
easiest way to achieve a fpal presence(Cho and Tansuhaj, 2013)s it is also
mentioned, firms, especially SMEs, can get benefits freaoremerce and/or e
intermediariesuse. This acceleration of the internationalization that can be achieved
through the Internet and the reducing costs that accompany these paths to
international activity, can constitute key benefits for SMEBight and Liesch, 2016)

So, again, it can be seen that this phenomenon is rather unorthodox and calls for

further exploration.
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Based on that, this study ivifocus on retailing SMHEbat sell to consumers (B2C).
The reason why thissi considered as the best option faesearchis that
internationdization studies on retailers argcarce, so this project will contribute in
filling this gap. Moreover, literature suggests that the frindustry may influence
particular barriers that fms can face in their internationalization development. So,
by choosing to study retailers this study will have the possibility to eliminate some
industry-related barriers (e.g. production capacity). Also, regarding the choice of
SMEs, is can be mentionétt SMEs are very significant in the world economy and
are expected to make even more significant economic contributions in this decade
than larger corporationgDeng ad Wang, 2016)The aspect that relates to cress
border ecommerce is even scarcer in literatu(@©&omezHerrera, Martens and
Turlea, 2014 Lastly, the reason why this study will focus on busktessonsumer
transactions is based on the fact that there is a more competitive market on B2C

context and also, B2C firms can more easily exist and sell online.
1.3. Research aims and objectives

As it was mentioned before, it can be argued thatcenmerce has been found to
offer a great potential to businesses for expanding to foreign markets and establish a
global presence. Moreover, it was also mentioned that an even easier and almost
risk-free option for global market entrance is with the use eintermediaries portals
(Cho and Tansuhaj, 2013However, it comes without a doubt that havery
business can be found onlinewith or without eintermediaries¢ and this fact
strikes as a paradox given the presented benefits. Based on the above discussion,
this study suggests that firms may still encounter some barriers in the internet
enabkd internationalization with or without the use ofiatermediaies, which may
deter them frominternationalizing. These barriers may be new or undiscovered or
even the same as in traditional internationalization and may be perceived as risky to

a degree hat makes firms to completely avoid this channel for going global.

It is indicated in the literature that usually countries which have some specific

OKI N} OGSNRAGAOE OFy LI2&AGAGSE commered dzSy OS
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(Gibbs and Kraeer, 2004 { dzOK OKI N} OG0 SNRA&AGAO&a -+ NBY @K
21LSyySaa FyR f A0S NI-dokrmercé poficiéE andd amhBtiNgs,Y Sy i & Q
O2dzy GNEQa NBaz2dz2NOSaz L¢ YR AYF2NXNIGA2Y A
important (Kraemer et al.,, 2002; Gibbs and Kraemer, 20049wever, it was

interesting to notice that inhie specific context of Denmarthis is not true, as given

that it is a country with all the above characteristics, Danish SMEs are nongtilizi

the major potential in online export&sibbs and Kraemer, 2004)

Specifically, in 2016 Denmark was highly ranked as the most digital country between

other European Union member@DESI, 2016)Moreover, when it coraes to e

commerce sales, Denmark is between the countries that do most sales online;

around 28.5% of all enterprises in Denmark did electronic sales and this makes
Denmark one of the leaders based on online comme(Eerostat, 2017)However,

when it comes to crosborder online sales, it is clear that Denmark is behind

compared to other countries, because only one out of ten Danish companies export

digitally, despite the major potential latent in online expofwvw.di.dk, 2017)As it

is stated by the director of the Danish Commercial Industries Federation, Anette
Falberg(2017) low ecommerce export may contribute to losing some of workforce:
58y YIN] SELRNI& 2dzad dzyRSNJ 5YY mMImnan OAf
approximately 775,000 jobs. Only two per cent of those exports are currently sold via

5 yAaK ORYOLEMKKSEGR2YyIf 2yfAyS aKz2LAP® ¢KAA 7T
maintain our export jobsl YR LINBFSNI of & O NlshhigHight$h@Sy Y2 NB
f26 ydzZYoSNI 2F 5 Sy YibddereEommddoe and asiitisStated) y ONZ &
5SY Yl NJ] Q& t\watets expavdSngeommerce.

To this point it is clear that normall$MEs should be looking for ways to expand
globally while also being considerate of their expenses and resources, and the
simplest way to do so, according to the literature, is by the use-cbremerce.
However, this is not the case for Danish SMEs. Ddinish seem to have the wealth;

IT and infrastructure to internationalize through the Internet, and most of the Danish
SMEs have an owned web shop, which, however, only sells domestically. This fact

leads us to wonder why a wealthy and technologically aded country, which

8
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seems to satisfy all the necessary prerequisites fopmmerce or crosborder e
commerce is not having many SMEs involved in iseemabled

internationalization.

Accordingly, the next research question was formulated to addresstisssies and
contribute to scientific knowledgeWhy Danish SMEs are not fully utilizing the

potential of online croshorder ecommerce?
To answer the above question, this project will use some supportive questions:

1 What are the barriers that firms facehen exporting?

1 What other factors can influence or affect SMEs internationalization?

1 How the Internet has affected SMEs internationalization?

1 Are there new/altered barriers that Danish SMEs can facedanemerce or

in crossborder ecommerce?

This topicis considered to be of a high interest. First of all, as it is stated before,
crossborder ecommerce and €ommerce in general, is an important part of world

economy and especially for Denmark, which has the necessary weakh, IT
development and also a gesnment that wants to promote firms
WAYOGSNYFGA2YFEATFGAR2Y GKNRAJZAK GKS Ay aGaSNYySi
Danish companies to harness the potential afa@mmerce. In terms of SMEDanish

companies that exportbu do not use digital &€ommerce, earn on averagé.5

times less than companies that sell and export on{iRaby, 2017)which highlights

that it is a matter of great importance of firms, because they nhase their

competitive advantage.

Regarding ®éommerce platforms, Denmark appears in the list of 10 countries that
uses the least-eommerce marketplaces and specifically, only 3.8% of enterprises in
Denmark use enarketplaces, compared to the average of 6.3% in other Europe
countries(Eurostat, 2017)This might also indicate a possible lack of knowledge or
trust in such marketplaces. Moreover, as it has been statechremerce as a first

step to internationalization, is offering firms more sales and profits and a more
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secue position in the fluctuating global economy. In other words, it is something
that firms should opt for in order not only to survive but also to flourish in the
future. So, it can be assumed that there is something else that impedesHDiamns

from cross-border ecommerce.

Furthermore, regarding the significance of crtesder ecommerce, it can be
mentioned that cros$order trade has been a standard for conducting business
decadesago;something that even history has been teaching us for yearspliats

both political and economic platforms at the international scale. Therefore, it is
important to establish a great governmental and technological infrastructure that
can efficiently support merchants and customers around the world. When this
infrastructure exists, it is important to understand why firms do not get involved
with it. Especially in Denmark that belongs in the European Union and it is single
market it seems even stranger that is not involved in closgler ecommerce, as

the single marke is known to offer specific benefits anfhvourable laws and

regulations between the member countries.

Moreover, this topic is considered a contemporary international marketing topic, as
it discusses crodsorder ecommerce, whichis a part of export marketing. This
project will offer new insights in the scarce literature of crossder ecommerce in

the retailing B2C context by shedding light in possible new barriers and perceived
risks of ecommerce and/or crosborder ecommere. By identifying those barriers
firms will be in a better position to assess the actual risks and obtain the knowledge
to face or be better prepared to tackle those barriers when the time comes, or at
least to be in a better position for decision makinggarding ecommerce. In
general, understanding those risks and barriers in both its traditional and electronic
forms is crucial for SMEs for three reas¢Rezderkaand Sinkovics, 2011jirst (1),

the conscious and controlled handling of risks can be seen as a firm capability, and
thus represents an important source of sustainable competitive advantage (Barney,
1991), second (2), the lack of a thorough risk asseent can not only deprive a
business of future profits but might also lead to complete business failure and third
o0 O2YLIyArASaQ SyidNEB Y2RS OK2AO0S KI a
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perceived risk in the target country/marke{Brouthers, Brouthers and Wilkinson,

199%).
1.4. Structure of the Thesis

In order to address the research objectives of this research, the following sequence
will be followed. First, as the researchers need to gain knowledge, regarding the
internationalization barriers, relevant literature will iesented and discussed in a
thorough literature review, as well as the research approach chosen for identifying
the relevant literature. Secondly, the methodology chapter will outline the
paradigmatic foundation of this study and the research design wikktfollow. Next

to that, the research findings will be presented and discussed and afterwards a
thorough discussion of conclusions will be presented. Lastly, limitations of this study

will be mentioned as well as proposals for future work will be suggles
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2 UTERATURE REVIEW

The following section aims to provide a comprehensive view about the collection and

the nature of the selected literature. The search and selection procasalygically

explained, followed by an analysis of the selected literature on the -aretbysis

t SoSt® a! tAGSNI GdzNBE NBGASSG Aa + aeadsSyr
identifying, evaluating and interpreting the existing body of recorded woodyced

08 NBaSINOKSNBI aqeiR008E YR LINF OGAGAZ2YSNE:

The purpose of a literature review is to follow a process as it is illustrated in the

Figurel below:

Identification of problem domain

Critical discussion of what has
been done

Identification of
knowledge gaps

‘ Objectives

Figurel: Literature review goal@Maier, 2013)

The purpose of this chaptés to identify gapsn the literature ofinternationalization
barriers by providing an overview ofie exsting literature and suggest relevant
aspectsfor future research. To fulfil this purpose, the literature review will proceed
as follows. First, the concept of barriersdsfined and discussed in order to set
boundaries for this reviewSecondly, relevant theories afiternationalization and

are presented in order to have a clear understanding of the internationalization and
its connection with barriers. Thirdhe scopeand methodology bthe review will be
presented. Fourth, the results of the review will be presented. Following this
chapter, important gaps identified in the literature will be presented. Finally,
conclusions will summarize all findings, suggestions amdributions to existing

studies on internationalization barriers.
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2.1. Introductionof the review

Internationalization of a firm was seen from many studies as an important issue for
the globalized economy, offering firms the opportunity to become globapand

their customer reach and increase sales through economies of scale. The main
reasons for internationalization of a firm are the increasing growth, wish for
expansion and the creation of social network ti€Blutchinson, Fleck and

[ £ 2@ RmuwS . ah2 yapid growth db firatevel internationalization is based on
changes with regards to technology and (irjeorganiational resources in their
external environmentsas well as to reduce costs and risks through diversification of
marketsé | dzi OKAy a2y s Cf SOl | yRE. D.tD2 20BortkaBiyad 2y = H
2013) However, it is the apparent movement and international operations of a firm
(Chenret al,, 2016) that encompasses strong challenges that firms have to face today
badzadaz2f Ay 2 | y.Ramhkavialettal2B0T)comsideav intérnationalization

as the outcome of dynamic interaoh between organizations and institutions.
Likewise, Ruzzier et a(2006) consider internationalization as the process of
mobilizing, accumulating, and developingaasce stocks for international activities.
There is no single and universally accepted definition of internationalizalion
from an economics point of view, it is defined as the process where firms get more
involved in the international markets. In tr@ntemporary world, businesses begin
their operatins domestically but must create longterm plan . how the business

can be international There are various reasons why firms opt for iNviumg in
international markets. Manyirms pursue internationalizeon becausehe domestic
market has become inadequatevhile the creation ofeconomies of scaland

multiple opportunities are available fioreign markets.

Barriers to internationalization have received considerable attention, with a large
body of literature focused on identifying a number of issues associated with
overseas operations. For example, Zahg@®95) argues that mulnational

enterprises (MNESs) face the liability of foreignness as a result of cultural, political,

and economic differences, as well as the difficulties of coordinating across spatial
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distances. Johanson and Vahli{2009) argue that ownership in relation to a

business network is the root of uncertainty in international markets. In additioa,
internationalization readiness view as proposed by Tan €2@07) suggesthat the
internationalization decisions of firms can result from a number of factors, such as

0KS RSOAAAZ2Y YI1{SNARQ LISNOS LI A2Y I YR I G
intery F GA2yFEfATFGAZ2Y FYR GKS FANXYAQ NBaz2dz2NDSa

Through the literature, it is apparent that internationalization comes at a cost for
many firms, as it is vastly connected with numerous obstacles that the firm has to
face from the beginning ofhe process till the end. Internationalization has been

found to have different effects on firms depending on their type, industry, size and

stage of internationalization.

Internationalization can take various forms and there are numerous approaches to
it, as it is also perceived in different ways. In this study a very broad definition is used
in order to cover all those activities that involve establishing contacts with
companies and consumers in the international markets. Thus, ad hoc imports, ad hoc
expats, continuous exporting, various forms of foreign presence (establishing a
representative officeetc.) and cooperation with a foreigpartner in any field are
consideredhere as forms of internationalization. The literature itself will later limit

the findings on the most researched aspects.
2.1.1.What are Barriers?

As literature suggests, export has been found as the most opted for, initial step to
internationalization, thus the majority of studies identified focuses mostly on export
barriers. Export,online or physical is associated with specific obstacles or barriers
that are thought to impede firms in their international business activities. Research
underlines the significance of export barriers especially for SMEs in their initial steps
to internationalization, which may affect them so much that they can withdraw their
export activities before they even startgdNarayanan, 2015)Those obstacles are
mainly the reason why SMEs are doubtful regarding exporting and entering new

markets (Kahiya, 2013)Barries can make new exporters to avoid engaging with
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export at all and existing exporters to question their survival and performance in the
international markets(Cahen, Lahiri and Borini, 20160 these terms, export
barriers will be definedanalysedand expained in order for the authors and readers
to have a clear view on export barriers, both traditional and electronic, in order to be

in a better position to assess the role of barriers in SMEs decision to interahtien

To begin withexport barrier resarch dates back to the 1970s, with the majority of

this exploratory and theorgetting research to originate from the USA (e.g.,
Alexandrides 1971Bilkey 1978 Pavord Bogart, 1975 Kahiya, 2018 This early

research examined the influence of export bars in a wider context,
conceptualizing them as one among a set of variables which could explain the
behaviourof an internationalizing firn{Bilkey, 1978; Kahiya, 2013®)atker research

on export barriers haveen extensively}conducted, especially in regatd SMEs.
Researchers sometimes use different worids refer to barriers, like obstacles,
impediments and so on, but when it comes to a definifiiins clear that they redr

to the same thing. According to Leonidgli995 p. 28)% bacriers refer to the

constraints that hinder a firm'sability to initiate, develop, or sustain business
2LISNF GA2ya Ay . AdddsdmglyFliess and BshueiRG0E) defined

barriers to interngionalization axx 1t KS NBAGNAOGA2Yya 6KAOK LINBO
AYAGALFI GA2Yy S RS@OSE2LIYSYyd 2N YFIAYOUSylFyOS 27
Export barriers are defined in this project as all those attitudinal, structural,
operational, and otherO2y A4 N} Ay (da GKIFIG LINBGSyid GKS 7
(Leonidou, 1995)Many authors like Leonidou(2004) menton that there is a

division in the internationalization barriers into two groups: internal barriers and
SEGSNYIFE oFNNASNA® LYyGSNYyLFt oF NNASNAR | NB
structure, while those barriers found in the outside environmentla# firm are the

external ones(Kahiya, 2013)Firms are usually exposed to a variety of export

barriers, which can be found at all stages of the internationalization process, from

the initial stages to the more mature stagédseonidou, 1995)The nature of these

obstacles, as well as their associated frequency, intensity or importance, tends to

change systematically from stage to stageonidou, 1995)Moreover, differences
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in barrier perceptions exist not only across the different stages, but also among firms

within the same export stag@Barrett and Wilkinson, 1985Particulaly interesting is

the role of barriers during the initial stages of the export development process, since

any inability to cope with those obstacles at the early stages can cause a passive or
negative attitude towards foreign operationgeonidou, 1995)This may not only

prevent the firm from initiating exportingWiedersheimpaul et al., 1978) but also

Oy NBadzZ &G Ay (GKS TFTANNYQa FlFAfdzZNBE Ay adzaSl

to its permanent withdrawal from exportingyViedersheimpaulet al., 1978)

Therefore, his study focuses oboth initial and orgoing export barriers, which are

encountered by SMEs.
2.1.2.Key theories

This sectionwill discuss several theories that are important for understanding
internationalization andts relation to barriers. Namely, the theories aitee Uppsala
model, the Network Theoryand Resource Based View (RBV). Those theories will
provide the key concepts and models that are relevant for our study and further in

the project they will be used and iegrated to support our findings.

In order to explain the internationalization process of firms, researchers suggested

several theories. In general, sontieeories assume that internationalization follows a

sequential path and the role of resources, knowledgxperience and environment

are the main aspects highlighted inside these theoriescofdingly, the same

aspects can constitute important factors influenciagK S FANX A Q AYISNY I GA

process.

To begin with, resources are vital fthe ¥ A NJY OgemeStyirdthe process of
internationalization. It is mentioned that from all ttespectsrequired by SMEs fa
successful entry into international markets, the most important and difficult to
obtain is information and knowledgé\Narayanan, 2015)The lack of knowledge
regarding foreign markets and operationcan create an obstacle to

internationalization. In the initial stages of internationalization, the firm develops
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inside the home market and does not venture outside because of lack of knowledge
about foreign markets and operation® firm with a lower degree of knowledge
experience higher level of uncertainty, thus, lack of knowledge is considered as one

of the barriers preventing company to internationalize.

The Uppsala model explains internationalization as gradual steps of incremental
knowledge accumulation. The first original model introduced by Johanson and
Vahlne(1977)argues about the internal capabilities and incrementapstéaken by
firms. In the stages approach, which is included in the original model, an important
role is held by the decisiemaking capacity of the management, which is
determined by the information available, knowledge amxperience. The Uppsala
model has been revisedhowever, the main structure and general content remain
the same. Figur® illustrates the main aspectsf the model that is built based on
two variables: state (market knowledge and market commitment) and change
(commitment decision and ctent activities).The diange variable is considered as

the crucial one, because it is where the action takes place.

Market Commitment
Knowledge Decisions
Market P Current Activities
Commitment N

Figure2: Uppsala mode{Johanson & Vahine, 1977)

Market commitment is explained by the amount of resources committed to the
market and the degree of commitment. Here, thenount of resources constitutes
the size of an investment, for example, to the marketing, personnel etc. Meanwhile,
the degree of commtment becomes higher when there are more resources
implemented in to various part of the compa@ohanson and Vahlne, 197Thus,

the more specific resources are to the market, the higher the magkatmitment is.
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The market knowledge can be seengeneral and markespecific knowledge. This
knowledge carfound intwo types: objectivewhich can bdaught, and experientl

which people learn by dointiarough their personal experiend&pender, 1994)The
Uppsala model emphasizéise significance oflte experiential knowledge, because

the objective knowledge offers theoretical opportunitieshile, the experiential
knowledge gives concrete opportunities. The Uppsala model is arguing that there is a
direct relation between market knowledge and marketnuoitment. Knowledge is
considered to be a human resource and the more knowledgempany has, the
more valuable this resource is and, consequently, the strotigercommitment to

the market. The Uppsala model underlines the importance of continuous tearni
based on foreign experience, and, thus, how the stages are sequential and built on
each other(Sass, 2012)4 1 KS Y2NB GKS (1y2¢f SR3IAS | 02 dz
valuable the resources and the stronger the commitment to that market wéll be
(Hassouneh ir Brengman 2011, 79)he experience and knowledge, which is gained
gradually, helps to reduce the intensityof certain barriers, facilitate

internationalization and foreign market commitment.

As mentioned bfore, inthe Uppsala model there are two distinaspects: current
activities and commitment decision. Business activities are the main sdrooe
which the company gets its experience. This experience can be gained in several
ways: through hiring persormah with previous experience, through advice from other
companies and by taking ovarcompany with experience. Usually, this preseof
integrating experience to business istime consuming process, for this reasdime
Uppsala model argues that interti@nalization isa rather long process. However,
there can be various exceptions, when, for exampldirm has alreadyprevious
experience, or, for example, the born global phenomenon that will be discussed

later.

Another aspect, thecommitmert decision,is made inresponse to problems and
opportunities on the market. Awareness of problems and oppattes on the
market depends orthe experience gained through business activities and based on

the existing market risk and uncertainty. Thus, commitmenthe market is made

18



International Master’'s Thesi s 6.June2018
Marketing Aalborg University

incrementally untilthe firm reaches the maximum tolerable rigdohanson and
Vahlne, 1977)Consequently, thdigherthe knowledge about the market, the lower
risk and uncertainty. Again, there are exceptions to this incremeaytaroach;for
example, whema company has high amount of resources, then committnéoes
not have a big impact#nother exception can be seavhen the market conditions
are homogenous, experience can be gained through other means. Finally,tirden
company has previous experience # market with similar conditions, this

experience can be transferred to other market

As mentioned before, according tbis mode| internationalization isa rather slow
process,where there are four stages of internationalization, namely: 1) no regular
export activities, 2) export through representative in the foreign markets, 3) sales
subsidiary in the foreign market, pyoduction/manufacturing in the foreign market
(Johanson and Vahine, 197T) the first stage, the firm has no information about
the foreign market (knowledge) and thus, no presence in the foreigrkebaln the
second stage, by selling through a sales representative, the firm still has not made
any significant resource commitment. In the third stage, there is a controlled
information flow and the fourth stage is when the resource commitment is made.
This stage is reached when the firm has gathered significant amount of knowledge

about the foreign market.

The revised Uppsala modddy the same author§Johanson and Vahlne, 200&Jer

a network perspectivewith a focus on the external environment of the
internationalizing firmwhich is also found to be highly relevant for explaining the
internationalization of SMEs, particularly those that internationalize rapidly. The
network theory § based on the Uppsaimodel, wherelohanson and Mattson (1988)
and Johanson and VahIn@990) modified their previous approach by taking into
account the role of networks. The role of the company in a network determines how
it can effectively use its internal and external resources in internationalization.
Accordng toJohanson and Vahine (20aBg business network is defined as a set of
interconnected business relationships in which each exchange relation is between

businesses/firms, which are conceptualized as collective actors. Lo@§dy)
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pointed out that firms have to rely on the capabilities of many people and many
organizations, and the ability to mge these external capabilities with their own
needs could allow these firms to achieve distinct advantages. So, through networks,
companies can gain access to various resources and knowledge, which is not theirs.
Researchers argue that internationalizatics a kind of networking as well, because
contacts with other members of the network are those that make
internationalization possible. A network plays an important role especially in
collecting information about the foreign marke{Spence and Crick, 2004)nd the
companies that are members of foreign networks, are more successful

internationally than those that have only domestiatacts(Osarenkhoe, 2008)

The third (Schweizer, Vahine and Johanson, 204/0) the fourth revisionVahine

and Ivarsson, 20149f the originalUppsala model are also based on a learning
process, however examined from different perspectifétch, 2014)Accordirg to
Johanson and Wiedersheifaul(1975) having the right amount of information is a
primary requirement to enterforeign markets successfully, especiallyhen
discussing about resouragmnstrained SMEs. Innovatigaelated models explain
internationalization of SMEs as a stage wise innovation of the firm. When a firm has
enough information that could be converted sxtionable knowledge, the firm has
reached the stage for internationalizatiqiVach, 2014)At this point, the firm can
begin the process of internationalizatidhiesch and Knight, 1999%ontrary to the
stagewise development mdel in which knowledge acquisition is a slow and gradual
process, international new ventures (INV) based on the international
entrepreneurship model are able to exploit prior knowledge, networks and quick
acquisition of knowledge to expand quickly and metionalize (Coviello and
Munro, 1995; Oviatt and McDougall, 1995; Gallego and Casillas,.2014¢ 1990s
researchers noticed the emergence of SMEs, which internationalized very early in
their life cyck (Sass, 2012)They are most commonly, innovative and knowledge
intensive firms, with many of these firms operating in a Higth sector. Such firms
from their creation can establish sales in several international markets. Various

terms are used to dgcribe this new trend of rapid internationalization, such as INVSs,
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born globals, borragain globals, global startups, born regionals and international
entrepreneurs(Oviatt and McDougall, 1995; Madsen and Servais, 1997; Liesch and
Knght, 1999; Sleuwaegen and Onkelinx, 2014; Wach and Wehrmann,. 201H4is
study i K 8orndglobat term will be used. Bm globals do not go through stages in
internationalization but have an instant presence as an international firm.
Researchers argu that they do not need to go through the stages of
internationalization because, firstly, they can learn from other companies and also
they can collect information about foreign markets easily with the use of technology
and lastly, they can recruit exparfrom other firms(Sass, 2012)This ighe reason
gKe (KS Qo2NKSAZeSYyFIy LI2asSa | OKIffSy3as
models. The internationalization strategy of these firms is therefore proactive.
Howeve, some researchers argue that bornlolgals can be accidental
internationalists(Hennart, 2014)Hennart(2014)argued that born global firms tend

to have foreign sales from the beginning or sho#fer their creation due to their
business model and their ability to sell to more dispersed customers, eliminating
communication, transportation and adaptation costs. Firms describéideitUppsala

Model on the other hand, need more time and effort inlggj to foreign customers.

The last relevant theory for this research is the resotvased view (RBV), which is

not a dedicated internationalization theory, however, while many studies argued
about the dificulties that SMEs will face while internatiorzaig because on their
limited resources, the RBV theory becomes relevant, as it claims that small
international firms can leverage resources by developing distinctive capabilities that
allow gaining competitive advantag@®arney, 2001)Actually, some studies even
argue that SMEs are more capable infernationalizing successfully due to their
small size and better allocation of their limited resources. However, as RBV argues,
not all resources possessed by a firm could be sources of competitive advantage. In
fact, only those that meet certain criterican be considered as suHelfatet al.,

2003) As RBV mentions, the resource must be valuable, enabling the firm to exploit
some environmental opportunity and neutralize lesser environmental threats.

Resources are considered valuable when they enable a firm to conceive or
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2001) Second, the resource must be unique and not possessed by other competitors
or potential competitors. Third, the resource must be msubstitutable or non
equivalent. Finally, the resource must be difficult totate. For a firm to be in a
position to exploit a valuable and rare resource there must be a resource position

barrier preventing imitation by other firms.

Finally the aforementioned mentioned theories will assist the authtwrsinderstand

and explainthe connections between barriers and internationalizatidme Uppsala

theory underlined KS AYLRZ2NIIFyOS 2F (y26fSR3IS | yR
internationalization process and assume that knowledge and experience are gained
through time Also, it assumes #t lack ofknowledge is a typical obstacle that firms

may encounter in the process of internationalization. The subsequent theories argue

about the role of actors and resources in tm¢ernational developmenprocess and

propose the argument that firms oafollow different paths to internationalization,

which does not have to be in stages and can actually be incremdimas, these

theories will be includedn the literature review where necessaryo explain how

specific factoraffect the process dhe internationalization.
2.2.Methodology of the Review

The purpose for reviewing the literature is to frame the problem in the introduction
of the study(Creswell, 2014and to identify exsting literature within a specific topic
(Bryman, 2012)A literature review provides important background infornoatifor
studying a certain problem and the research that exists by the main authors involved
(Creswell, 2014)Moreover, the literature review highlights the importance of this
research prgect and at the same time, offers the path that will be taken by the
researchers(Bryman, 2012) The literature reaw will be completed by two
continual steps. First, an initial screening of the area of investigation will be
conducted, which provides the basis for the problem statem@iyman, 2012)
Secondly, the specified literature that offers relevant viewpoints and topics of the

field will be analysedKuada, 2011)This last step will be the basis of the theocati
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framework for this projectlt should be mentionedthat there are two different
approaches to conduct &terature review, which are known as systematic and
thematic (narrative). Systematic review is a specific methodology that locates
existing studies, selects and evaluates contributions, analyses and synthesizes data,
and reports the evidence in such ayvthat allows reasonably clear conclusions to

be reached about what is and is not kno{@enyer and Tranfld, 2009) Systematic
means comprehensive accumulation, transparent analysis, and reflective
interpretation of all empirical studies pertinent to a specific quest{®ousseau,
Manning and Denyer, 2008)The systematic review ensurdloroughness in
examining a topi¢Bryman, 2012)while it generates unbiased and comprehensive
accounts of the liteature. Systematic reviews are characterized by being replicable,
scientific and transparent in their process, which reduces the risk of bias and ensures

reliability of the study.

On the other hand, a narrative review has as a primary purposantdyseand
summarize a specific body of literature.This is achieved by presenting a
comprehensive background of the literature within the topic of interest, to highlight
new research streams, identify gaps or recognize inconsistencies. This type of
literature revew can help in refining, focusing and shaping research questions as
well as in developing theoretical and conceptérameworks(Coughlan, @nin and
Ryan, 2007)Narraive reviews are less structured amelss acumented,as they
usually focus in a specific topic without investigating the whole research field.
Therefore, narrative reviews are considered as being more subjective. Both methods
are used by researchers, given that they usually serve different research goals.
Systematic review and traditional/narrative reviewslfil very different needs

(Beelmann, Petticrew and Roberts, 2006)

Considering that, a systematieview will be conducted in this project. Generally, a
systematic review is appropriate when the research question tries to explore in early
stages of a policy/strategy, when evidence of the likely effects of an intervention is
required, when it is known that thre is a wide range of research on a subject but

key questions remain unanswered, when general overall picture about evidence in a
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topic area is needed to direct further research efforts and when accurate picture of
past research and methodological researagh required to promote new
methodologies. With a research question that involves internationalization and
barriers, there is a need to document the existing literature and the different
NBE&aSIHNOK FAYRAYy3Ia Ay 2NRSNI (G2 qoeStiont 6t S
Therefore, it is considered that by systematically reviewing the internationalization
barriers, the authors will be able to identify the obstacles that firms face when
internationalizing, the barriers that they perceive before engaging in arnational
activity, as well as,the different documented factors that can influence

internationalization

In the following section, the review protocol used for this review is presented,
including the search strategy for identification of relevant stsdithe criteria for
inclusion and exclusion of studies in the review, and the procedures and techniques

used for synthesizing relevant empirical evidence related to the topic.

When conducting a literature review, it is important to arrive at a completeator
least representative coverage of the literature, in order to reduce bias and provide
the best possible foundation for future researd¢lVhittemore and Knafl, 2005;
Rousseau, Manning and Denyer, 20d8¢nce, the identification of relevant studies

to be included in the review is often described as the most fundamental challenge in
the review procesgPetticrew and Roberts, 20Q8Different search techniques have
been found to identify unique references for inclusion in the reviPapaioannowet

al., 2010) Thus in order b comprehensively identify existing studies on
internationalization barriers, the review utilized various search techniques, including
keyword searching, reference list checking and citation searching. First, as a starting
point, two electronic databases are searchedABl/Inform and EBSCO host.o$a
databases wre selected as they are considered very important bibliographic
databases with a focus on business research. The search strategy was developed
around terms for the central concepts included in theview, internationalization

and barriers Search wasestricted to English language ftdixt publications in peer

reviewed journals, with the search terms found in title and/or the abstract section.
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This means that book chapters, books and other -nefiereed publications have
been omitted. The reason for limiting the review to peer reviewed journal articles
was because these have been subject to pestiew and are often considered more
validated knowledggPodsakoffet al, 200 T Y SdzLJLJZ t I f YAS . | YR
Keywords were extracted from studies identified as part of the scoping review
which wasconducted before the systematic revieflPetticrew and Roberts, 2008)
while synonyms and related keywords were identified using a thesaurus. As
illustrated in the Figure 3 below, the keywords were constructed into search strings

using Boolean operators.

internationalization ORinternationalize ORinternationali* ORglobalization ORglobalize OR
globali* ORglobal development ORexporting ORglobal growth ORglobal development OR
global proliferation ORworldwide growth ORworldwide integration ORworldwide

p development ORglobalism ORglobal intent

AND barriers OR obstacles ORboundaries ORimpediment OR obstacle OR difficulties OR
drawbacks ORrestraint ORlimitation ORbarrier ORboundary ORdifficulty

Figure 3:Search terms in both databases (own creation)

Second, referencasits from the included papers were checked and relevant papers
that were not identified from the keyword searching weaelded (Horsleyet al.,
2009) Therefore, a number gbrecautions were taken to ensure that all relevant
studies were included in the review. Figure 4 provides an overview of how the
selection of articles was made, including the number of potentially relevant studies
identified, from what sources, and how géhnumber of articles was reduced. As
illustrated in Figure 4, 2352 articles were initially identified by searching the
database. Out of these potentially relevant studies, 1679 articles were excluded
based on title and abstract, as they were not relevamtttie review. Articles were
considered relevant if they satisfied a number of eligibility criteria. First, the articles
had to focus on internationalization of SMEs and refer to the identified or perceived
difficulties that they face, in order to be conser@d eligible for the review. After
cleaning the duplicates and other out of scope articles, the number of studies
eligible for fulltext screening was reduced to 237. After the full text review another

191 wereexcluded,as their focus was on an aspectngoletely irrelevant to this
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study. Finally, after the reference list checking another 7 articles were identified and

added. Thus, the total number of articles included in the review was 53.

Articlesidentified
through database
searching

(n=2352)

!

Articles after initial
screening

(N=673)

i

Articles after
duplicates

(n=505)

il

Articles after
removing out of

scope
(n=237)

!

Articles after full
text removal

(n=46)

Figure 4:Article selection process (own creation)
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Next, the selected papers were scrutinized and all the details like year, country of

origin, main themes and findings, are illustrated in the analytical table in the

AppendixA.

2.3. Barriersto Internationalization

The following section will discuss and presséme results of the literature review.

One of thepurposesof the literature review was to maghe existing research on

internationalization barriersThrough the literature screeninghree main themes

occurred, the first theme focused on general expbdrriers, the second theme

analysedactors that affectinternationalization barriersind the third and last theme

focused on thdnternet effect on firn® barriers.
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As in this project the objective is to examinethe barriers faced by firms while
internationalizing,the majority of literature that came up in the researchrefers
mostly to exporting. Export is found to be usually the initial step of ¥ A Nl a Q
internationalzation process Furthermore,the researchled usto mostly SMEsand a
vast amount of literature is devoted to their internationalization development.
Therefore,the study continueswith discussingexportingbarriers, mostly stemming

from SME internationalizationliterature.

As mentioned before, the firm can encounter export barriers at any stage of
internationalization,from pre-export and other early stages,to extensivelevels of
international growth. Neverthelessthe aggregatenature of these barrierstendsto
differ between each of these stages.Despite these differencesin barriers, the
literature associatedvith this researchhastraditionally emphasizedn two forms of
export barriers. Theseare, the obstaclesthat discouragefirms to engagein expat
activities and second,problems experiencedby firms which are already exporting

(Morgan,1997)

Accordingly a vastamount of researchexistsabout the barriersfacedby exporting
firms, which meansthat the barriersidentified are experientialin nature (Leonidou,
1995). While, another stream of literature discusseghe barriers of non-exporting
firms, which involves more perceptual barriers (Leonidou, 1995) these usually
reflect the subjectiveopinion of the decisionmaker regardingexport. Also, these
perceivedbarriers mean that & LIN® Adxkexportersbecomingexporters,a fear
thresholdhas to be overcomein order to allow firms to capitalizeon their export
potey” I A(Mdrgén,1997)

A significantdegreeof researchattention hasbeendevotedto empiricaltests of the
SMEexport barrier constructandtheir classificatioror categorizatiorbasedon their
internal or external character.Researcher# this area have conductedtheir work
throughthe observedbehavioursof smalland mediumsizedfirms involvedin export
decisiongMorgan,1997) Accordinglyjnternal barriersare those barriersstemming

from the internal environmentof the firm, like resources,capabilitiesand so on,
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while externalbarriersare those stemmingfrom the environmentoutside the firm,

either domesticallyor globally.
2.3.1. Export barriersclassifications

Asit is alreadymentioned, export marketingresearcherdave examinedthe export
barriers from severalperspectives.The resulting volume and diversity of findings
have formed the basisof many classificatorytechniques,which have been usedto
aggregatebarrier characteristic{Morgan,1997) Many of the researchergeviewed
in this study follow an internal/external separationof barriers,either in the form of
the [ S 2 y A Riggdz@dclassificationin 1994 (Morgan, 1997) or in his second
classificationin 2004 (Leonidou,2004; Neupert,Baughnand ThanhLamDao, 2006;
Narayanan,2015) The difference between the two classificationds that the first
study was separatingthe internal and external barriers in domestic and foreign

market, while the secondclassificatiorwasinternal/externalbarriersin general.

In the exporting barrier remarchtwo emerging themesan be observedi) what
barriers firms experience or perceive towards exportigy what factorsinfluence

the significance of export barrier§he najority of papers in this theme concentrated
exceptionally on manufacturing ingtry, only two studies focused on retailers and
two on service companies. Other studie®k into consideration the country aspect
and the type offirm (entrepreneurial new ventures, born globals and conventional
firms). Also, some studies compareskporting firms with norexporting, others
focused on specific barriers or the effect of a factor on the perception/intension of

the barriers.

To begin with, Leonido(1995)identified four categories of barriers: inteahhome,
internal foreign, external home and external foreign barriers. Many researchers have
F2ff 206SR ([9%5cMssiRaiaiy(ad it is said to be a truly holistic approach
for SMEs exporbarriers (Morgan, 1997) However, some years later his second
classification(Leonidou, 2004yas introduced and many researchers followed that

too. Many pagrs in this studyMorgan, 1997; Neupert, Baughn and Thanh Lam Dao,

2006; Narayanan, 2018 @S 0SSy TF2dzy R @®4)chassicdtieng [ S2 Y AR
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however is not the only one mentioned. Other internal/external barrier
classifications exist, as well as, studies with different classifications. In the following
section a summary of these classifications found in the literature will be shortly

presented.

As it was mentioned before, while commonly known, [ S 2 y A R29872004)
classificationsre not the only ones,asother classification®xist. Someresearchers
haveusedthe conceptof the internal/externalclassificatiorbut haveslightlyaltered

the categoriesinside, like Hynes(2010) Kahiya(2013) or Roy, Sekharand Vyas

(2016) Shohamand Albaum (1995) divided export barriers to controllable and
uncontrollable,where controllable barriers were those that companiescan change

and uncontrollablewere the onesthat companieshave no control over (e.g. tax).

Other researcherdike Dean,Heyl and Kahiya(2014) ArteagaOrtizandC S Ny -y RS 1
Ortiz (2010) Fillis (2000) and Shihand Wickramasekerg2011) have also used an
internal/externalbarrier classificationhoweversomewhatdifferentfrom[ S2 Yy A R2 dzQ &
(2004) Forinstance aninternal/externalclassificatiorof barriershavebeenusedby

Hynes (2010) Kahiya (2013) Roy, Sekhar and Vryas (2016), Shih and
Wickramasekerg2011) Fillis(2000) Dean,Heyl and Kahiya(2014) ArteagaOrtiz
andFernadezOrtiz (2010)and Narayanar(2015)

Tobeginwith, in the studiesof Dean,Heyland Kahiya(2014)and ArteagaOrtitz and
FernadezOrtiz (2010) exactlythe same classificationof barriers is followed. This
classification includes in the internal barriers the resource barriers and the
knowledgeand experiencebarriers,and the externalbarriersincludethe exogenous
and the procedurebarriers. The only slight difference between the two modelsis
that the one by ArteagaOrtiz (2010)doesnot included S E LIS NasSoghi@6 Also
in the first study,the authorscreateda barrier matrix, where they mention that the
exogenous and the resource barriers of the firm are usually static and
uncontrollable,while the procedure,knowledgeand experiencebarriers are more
dynamic and controllable by the firm (Kahiya,Deanand Heyl, 2014). Moreover,
knowledgeand experienceare part of the internal barriersalsoin the studiesof Shih

and Wickramasekerg2011)and Fillis(2000) Knowledgealoneis alsoincludedasan
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internal barrier in the classificationof Kahiya (2013) Furthermore, managerial
barriersare part of the internal barrier classification®f Hynes(2010) Kahiya(2013)
Roy,Sekhtarand Vryas(2016), Fillisand Shihand Wickramaseker§000;2011)

Other more classicsub-group in the internal barriersinclude resourcegqFillis,2000;
Hynes,2010) generalresourcegKahiya2013) humanresourcegNarayana, 2015;
Roy, Sekharand Vyas,2016) and financial resources(Shih and Wickramasekera,
2011;Roy,Sekharand Vyas,2016) Marketingis includedalsoasan internal barrier
in many studies(Fillis,2000; Kahiya,2013; Narayanan2015; Roy,Sekharand Vyas,
2016). Lastly, as internal barriers categories we should mention firm size as
indicatedin the study of Fillis(2000) and smallproductioncapacity asmentionedin
the studyof Shihand Wickramaseker§2011)

Accordingly the external barrier classificationsin the literature differ too. Kahiya
(2013)in the externalbarriersmakesa separationbetween: 1) home-basedmarket
barriers, 2) host-basedmarket barriers and 3) industry barriers. Accordingly,Roy,
Sekharand Vyas(2016) categorizethe external barriersin 1) governmentaland
economic,political/legal, 2) proceduraland currencyand 3) task and sociccultural.
This classificationof Roy, Sekharand Vyas(2016) resemblesat many aspectsthe
Le2 ¥ A REat)diassificationin 2004, but probablyunderlinesmore the financial
aspectsthat impede ¥ A Ni€r@ationalization,and adds like Hynes (2010) the
sociacultural aspect. Hynes (2010) includes also economic/political category but
also includes societal/demographic technological and regulatory categories In
addition, Shih and 2 A O1 NI Y I &811)&®nNdrn@ldarriers include lack of
knowledge in foreign markets, regulations and practices, procedure barriers -
includingpaymentcollection, lackof reliableforeigndistributors,andrisksin selling
abroad. Fillis (2000) includesin the external barriers, lack of exporting enquiries,
regulations/procedures, lack of exporting assistance, lack of governmental
initiatives, lack of foreign channelsof distribution, difficulties to communicatewith

internationalcustomersandincreasedcompetition.
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Finally, Shaw and Darroch (2004) categorizedbarriers in five different groups:
Financial barriers Managerial barriers Market-based barriers, Industryspecific
barriersand Firmspecificbarriers. It is clearthat regardlessof the mentioning, the
barriers can still be considered internal/external, as firm-specific, financial and
managerialbarriers exist inside the firm, while industry and market barriers exist
outsideof the firm. Theonly studythat cannotbe consideredasinternal/externalis
the studyof Sasg2012) who dividedbarriersin three generalcategoriesthe human

factors,the technicalfactorsandthe businessnvironmentalfactors.

Other than differencesin name categorizationbetween the studies, more of the
elementsare the sameandincludedin the studies.However,specificstudiesinclude
aspectsthat are unusual,both in the internal and external elements. Specifically,
Fillis (2000) includesthe existenceof a sufficient domesticmarket as an internal
barrier, Hynes(2010)added technologyand Kahiya(2013)the industry barriersas
external barriers to ¥ A NJvit@@ationalization. Accordingly, from the internal
categoriesknowledge experienceand firm siz are mentionedasbarriersthat firms
canface. However,the authors of this study considerthese aspectsas factorsthat
can either benefit or impede an SMEin its path to internationalization.For that

reason in a nextsub-chapterthesefactorswill be thoroughlydiscussed.

Fromthe classificationdiscussiorabove, it shouldbe mentionedthat regardlessof
the classificationthe authorsencounteredboth actualbarriersand factorsthat play
a significantrole in the exportingfA NJeéciQonsanddevelopment It shouldalsobe
mentioned here, like in the previouspart, that againmanagerialindustry and firm
factorswere indicatedasbarriers.Asit waspreviouslymentioned,those aspectsdo
not constitute barriersandtheir role will be examinedafterwards Lastly,the reason
why the classificationswere presented is that they can highlight the different
| dzii Kgeid&ptidnof what constitutesa barrier and may also indicate something

abouttheir research]ike the countryinvolvedor the year,industryandsoon.
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2.4.Exporting barrierdn the literature

As it was metioned before, the authors of this study have decided to divide and
OFGiS32NRT S 0KS f AGSNI (dz2NB 2804 Rskeqbril & I 0021
classification. This will assist in having a common base so that the readers can easily

understand this study

The second classificationof Leonidou (2004) includesthe internal and external
barrier classificationTheinternal barriersrefer to 1) informational,2) functionaland
3) marketing barriers. The external barriers include 1) the procedural, 2) the
governmental 3) the taskand 4) the environmentalbarriers.Asit is the classification
that this studywill be basedon, a more completediscussiorof this classificatiorwill
follow and different studieswith their findingswill be discussedand presented.At

the end of the researchpverviewand critique will be presented.
2.4.1. Internal barriers

1. Informational Barriers

Winter (1998) indicates that of all the resources required by SMEs for a successful
entry into international markets, the most important and difficulb obtain is
information and knowledge about the target market that would provide the SMEs
with a competitive advantagéNarayanan, 2015A firm that has the right amount of
information faces less uncertainty than other firms with less knowledigesch and
Knight, 1999) According to Jamson and WiedersheirRaul(1975)having the right
amount of information is a primary requirement to enter foreign markets

successfullyespecially foresource constrained SMEs.

Informationalbarriersrefer to problemsthat the firm canfaceregardingidentifying,
selecting,and contactinginternational markets due to lack of information. These
barriers were consistentlyrated highly by both exporters and non-exporters, as
[ S 2y ARMALIMdingsindicate, which highlightstheir critical impact on export
managementdecisions.Informational barriersare alsomentioned by the studiesof

Roy, Sekhar and Vryas (2016) and Narayanan (2015) However differently
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mentioned, other studies include also informational aspectsin their internal
categorization.For instance, ArteagaOrtiz and FernadezOrtiz (2010) refer to the
generallackof information and ignoranceof the firm about potential markets.Also
Fillis(2000) refersto the lackof exportingenquiriesand lack of knowledgein export
opportunitiesasbarriers,but asit is mentionedin his studyit is clearthat he refers
to lack of information. Shih and Wicramasekera(2011) also mention lack of
knowledgein foreign markets,whichis alsoreferred aslackof information. Mahone
(1995) refers to the effort neededin export barriers in terms of communication
difficulties and lack of information regarding export opportunities. Finally, Sass
(2012)alsorefersto lack of information and issuesabout acquiringinformation as

important barriers.

Informational barriers are important internal barriers that firms usuallyface. As it
refers to initial information about markets, opportunities and
contact/communication with customers and/or middlemen or possible
collaborators,the importanceof those barrierscan be assumed Especiallyfor non-
exporting firms or newly-exportersit can be very significantto have sourcesof
information regardingforeign markets, asits lack may impede the firms from ever
starting their export process. Informational barriers can be connected with
knowledgeand experience,as firms with experienceand knowledgealready have
found ways to extract information through their experience. Communication
difficulties other than information constraintscan alsobe the result of other socic
cultural differences,like languageand customsin communcation, therefore again
firms with experience can find it easier to manage such situations. Lastly,
informational barriers can also be connected with resourceslike technological
resourceswhich are also connectedwith the financial capabilitiesof firms or even
the country. For instance,an SMEfrom a remote place of India may have the
financial resourcesand skills to use information technologyin its goal to gain
information, but if the O 2 dzy” tedhBofgicalinfrastructureis insufficiert the firm
will end up againfacingthe samebarriers but this time it will be causedfrom a

factor outsideof its power.
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Specificallyn the literature, the followinginformationalbarrierswere identified. The
paperby Fillis(2000)aimedat improvingthe understandingof the barriersfacedby
UKand Irishculturalindustry SMESn their path to internationalization.Theresearch
was conductedon non-exporters and exporters. The findings indicated that both
groups had issuesregarding lack of export enquiries and lack of information
regardingexport opportunities (Fillis,2000) In this study it should be mentioned
that the specificindustry, the cultural industry, is consideredimportant, asit may
have an effect on the firmsQdifficulties to gain information. Similarly,Evanset al.,
(2008) findings indicate that the researched firms were lacking information
regarding export opportunities. Leonidou (2004) mentioned in his findings, that
informational barriers are consideredas high impacting barriers, including the
limited ¥ A Nabidyato locate/analyseforeign markets,alsothe inability to contact
overseascustomersand difficulties in identifying foreign businessopportunities.
Similarto the previousfindings,in the study of Shihand Wickramasekerg2011)
betweenexportingand non-exportingTaiwaneseSMEspoth groupsmentionedthat

they were not havingadequatemarketinformation.

Accordingly, Leonidou (1995) in his first study in 1995vas one of the first
researchers that reviewed, assessed and synthesizedhallexisting empirical
research on exporting barrierdn his research that was conducted from 196@
found that one of the most significant internélarriers is lack of infornation in
locating andanalysingforeign markes. However, it can be mentioned thdtom
1960 until now many developments have been done in the area of information
which mayhave an affect on the intensity of informational barriers. For instance,
Kneller and Pis(2011)found informationalbarriers less significant, as they argued
that the barrier of lack of information in a foreign market is further declining with
the number of years of experience. It can bgued that with the growing usage of
the Internet, it became easier for firms to gather information about foreign
countries. Thusthe barrier of finding information decreased over time, ssme

companies no longer had issues in finding information aborgifm markets.
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Finally, #en though finding basic information about foreign marketas not that
significant barrierfor most of the firms nowadaysmany researchers found the
barrier of identification or making the first contact significant for the comipan
(Kneller and Pisu 2011, Kaleka and Katsikeas 1@¥8iculties to connect with
foreign markes was found ofhigh importance for recent exporters or those who
failed to export, because firms experienced issues with establigmmgtial contact
with customers, partners obuilding relationship with the key influencers and

decision makers.

Lastly,as it was mationed in the beginning, socicultural differences and customs
can have an important role ithese difficulties which however seem to be fading
with the experience gained through exportingf. can be also mentioned that
especially the difficulties that firms face on making the first contact, but also general
informational barriers that firms face, can connect directly with the network theory
that was presented in the first sectiolhis means that firms #t are lacking
experience and knowledge but have a powerful network domestically or in a foreign
market can be assisted in their research for information and be in a better position
to tackle these barriers thanks to the information they can receive frdmirt
network. Moreover, as it was indicated before, theternet may also assighe firm

in collecting information about foreign markets.

2. FunctionaBarriers

Functional barriers relate to deficienciesof the various firm functions, such as
human resources production, and finance, with regard to exporting (Leonidou,
2004). This category of barriers includes four barriers relating to limitations in
manageriatime, lackof export personnelJow productioncapacity and shortagesof
working capital (Leonidou,2004) Resourcesare a great sub-category inside the
functional barriers. The studiesof Kahiya(2013)and Mahone (1995)refersto it as
generalresources,Dean,Heyland Kahiya(2014) ArteagaOrtiz and FernadezOrtiz
(2010) Fillis (2000) and Fliessand Busquets(2006) mention resourcesregarding

employeesand financial lacking, and in the study of Shih and Wickramasekera
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(2011) Roy,Sekharand Vryas(2016) Sasq2012)and Shawand Darroch(2004)are
mentioned as financial resourcesonly. Also, in the study of D | NJ®3 N |
Descalg2015) humanresour@swere highlighted.It shouldbe mentioned alsothat
resourcesare includedin the study of Narayanan(2015) againunder the category
& T dzy O bavrerg, Whicliindicatesthe significanceof resourcesasa barrier in the
internal firm environment. In addition, Shaw and Darroch (2004) mention the
resource availability and limited resourcesas barriers that are also mentioned
regarding this category. Finally, Sass(2012) mentions lack of human capital

alongsiddackof suitablestaff insidethe firm asbarriers.

Moreoverregardingresourcesjt shouldbe mentionedthat somestudies(Mahone,
1995; Fillis, 2000; Shawand Darroch,2004; Shihand Wickramasekera2011; Sass,
2012;Kahiya,2013)indicae smallproduction capacityand firm sizein the internal
barrier category,which, however, we believe that are associatedwith resources.
Specificallysmallproduction capacityhasto do with a smallfirm size,whichisnot a
barrieritself but hasobviouslyto do with the lackof resourcesgither humanand/or
financial. Therefore they are includedin the functional category.Finally,the role of
firm sizewill be thoroughly discussedn a following sectionalongsideother factors

that moderatethe level of significanceof the SMEsxportingbarriers.

Specifically, in the literature the following functional barriers have been mentioned.
To begin with, Leonido{1995) found that especially for smaller firms, lack of
personnel, lack of working capital to finance export and lack of time were significant
bamiers.Inl dzi OKA Yy &2y | y2R09)stiidg, Iackmivgéhkral &sburces was
mentioned by the UK retailing SMEs as a prohibiting factor to their
internationalization.The nonexporting group in the study of Fill{2000)indicated

that one of the main reasons for not initiating export activitiesthe lack of
production capacity, alongside difficulties in the existing production and lack of
financial resources. In the study of Roy, l&kand Vrya2016) firms underlined

the role of financial resources, witi were limited, and how this aspect resulted in
not having financial resources for more working capital, for sufficient packaging and

to cover the high expenses of distribution. So, in that case, the functional barriers
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created difficulties for the SMEs ithe marketing aspects toad [  O1 2F TFAY Il y(
NBazd2NODSa (2 RSIf ¢gA0GK GKS LINROSasa Ay Yl
shortcomings of Spanish retailers in terms of internationalization as it can be seen in

DF NRs > DI NONI ,studRMoBeSvérOntthie Studg®Di WG > DI NONIF |
Descals(2015)all Spanish retailing SMEs agreed that the lack of human capital was

their main barrier to internationalizationin the study of Kahiyg2013) where

barriers to export were examined in two different types of firms, conventional SMEs

and INVs, both groups mentioned barriers stemming from the insufficient

production capacity.Similarly the exporting group in the study of Shih and
Wicramasekerg2011) mentioned as a great barrier the limited quantities of stock

that impedes them in their market expansioArndt and Mattes(2012) in their

research on German firms about barriers to internationalization, size and
productivity were mentioned as the main determinants of foreign acésitat the

firm level. The lack of financial resources was also underlined by theaatiae

exporter SME group in the study of Fliess and Busq(#286) as a prohibiting

export barrier.Finally, the findings oEvanset al, (2008) confirm that barriers to

the initiation of internationalization often reside within the firm and mentions that

insufficient infrastructure was one of the main barriers that prevented some firms

from expandinginto more than one or two foreign market§ame findings were

mentioned by the study ofCarter (2016) where American SMEs underlined the

importance of infrastructure, after they have faced obstacles with it.

Functional barriers are consicered the most important internal barriers in the
decisionof initiating export activities. Resourcesare of a high significanceas their
lack may prohibit the firm from initiating export. Some authors indicate that
especiallySMEsare very vulnerable and careful with their export planning as
sometimesthey considerthat they are lackingresourcesandthey will not succeedn
their attempt, and therefore they do not even try it. However, some other
researchersndicatethat the smallsizeof SMEsandtheir limitationsin resourcescan
be a competitiveadvantagewhen usedcarefullyand plannedasit is easierfor them

to effectivelyallocatethe necessaryesourcesto the placethey are more needed,
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comparedto multinationals Therefore, they can better respond to the exporting
needs.It shouldbe alsomentionedthat especiallyfor the non-exportingfirms, with
lack of experienceand knowledge,it is easyto overestimateor underestimatethe
resourcesneededfor exporting. Thisaspectis closelyconnectedwith the manager,
as this is usually the one that will make this assessmenbf resource deficiency.
Studiesindicate that the judgementof the manageris important and is basedon
their attitude, traits, personality,skillsand knowledge.Forexample,an expaienced
and globatminded managermay & NJA exgdorting with limited resourcesbecause
he/sheis a risk-taker and perceiveshat exportingis goodfor the firm. Onthe other
hand, an unskilledor inexperiencedmanagerthat is alsorisk-averseis likely, even
with  much more resources, to avoid exporting based on their negative
predispositiontowards it. Lastly,resourcesare alwaysimportant and their lack is
usuallymentionedby most SMEsxportingor non-exportingand in different stages
of the exportingadivity. Theusualdifferencescanbe found on lackof personneland
production ability, mentioned mostly by non-exporters and lack of financial
resourcesthat is mentioned by both groups and independentfrom the stage of
internationalization. It can be lagly mentioned here that there is a connection
between different barriers, which sometimescan be causal.For instance, lack of
financial resourcescan be usualin the SMEsreality, which accordinglywill most
likely leadthem to searchfor capitaloutsidethe firm. Sq it canbe expectedthat if
there is a lack of governmentsupportor private bankfinancingprogramswith low-
interest, firms of such countries will indeed continue to face lack of financial

resourcesasanimportant barrierregardlesshe stage of their internationalization.

3. MarketingBarriers

Marketing barriers refer mostly to the O 2 Y LJI pf@d@xt pricing, distribution,
logistics, and promotion abroad (Leonidou, 2004) Leonidou (2004) finds the
marketing barriers as the greatest problematic area for the exporting SMEs.
Marketingbarriersincorporatesixteenitems, which refer primarily on the pressures
imposedby externalforceson the ¥ A Natfem@t to adaptits marketingstrategyto

the international markets. From this category, the most widely studied barriers
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were: meetingthe product quality standards,obtainingreliable representation,and
coping with high transportation/insurance costs (Leonidou, 2004) Marketing
barriersare mentionedalsoin the internal classificationby manystudies(Fillis,2000;
Shihand Wickramasekera2011; Kahiya,2013; Narayanan,2015; Roy, Sekharand
Vyas, 2016) and usually include issues regarding the product itself, pricing,
distribution, logistics,promotion and alsogeneralmarketingknowledge. Fillis(2000)
mentions lack of foreign channelsof distribution and difficulties to communicate
with foreign customers,Shihand Wickramasekerg2011)refer to lack of reliable
distributors, Shaw and Darroch (2004) mention partnership difficulties and
difficulties to access distribution. Mahone (1995 refers also to distribution
difficulties alongsidelack of foreign connections,difficulties in offering postsale
serviceand high product liability costs. Lastly, Sass(2012) also mentions lack of

suitableforeignpartner.

Specifically, in the literature the marketing barriers identifiedl follow.In1 8 y SQa&
(2010)study, SMEs faced significant difficulties regarding the international strategy
implementation, which can be méoned that is both a knowledge and marketing
barrier. In the same study, there was no time for completing thenarket research,
which caused issues with the promotions and pricing of the prodiitymes, 2010)

| &y @a1dfindings also indicated barriers regarding distribution and its high cost,
and difficulties regarding the product, where he uncovered barriers about product
FRFELIWGFGAZ2Y YR LI O1F3IAYI Ay 2NRSNI G2

However, this barrier was more pertinent in China and India as importing countries

(Hynes, 2010)Furthermore,| dzi OKAy a2y s Cf S Q009)tyfdeigh[ f 2@ Rmtw

their study, noted the importance of logistics barriers, as mentioned by the UK
retailing SMEs, especially when it comes to cltomsler export.Accordingly Carter
(2016) in his study on logistic barriers, examirtege barriers that Americarfirms

have encountered in Chind.ogistics were obviously found to have a significant
impact on theAmerican{ a 94 Q Ay U S N}(Cariek 20da) t I OG A QA G @

Additionally,in the studyof Neupert,Baughnand Dao(2006)betweenAmerian and

VietnameseSMEsthe Vietnamesegroup had significantproblemswith the product
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itself andits poor quality that could not satisfythe internationalstandards Although
this may not seem like an exportrelated issue, it can be the result of lack of

marketing knowledge. Accordingly,the American group identified as on-going
barriers problems with agents and the great international competitiveness
(Neupert,Baughnand Dao,2006) Regardinglistribution, both Taiwanesesxporters
and non-exportersmentionedproblemsin finding a reliableforeign distributor (Shih
andWickramasekera2011)

Regardingalsomarketingissues Roy,Sekharand £ € | @@&) findingshighlighted
also the high distribution costs that led the firm to increasedcosts of selling.
Moreover, the Indian SMEsfaced barriers regarding seltlimitation of exporting
countries,where the product testingwas mandatoryand alsothe lack of marketing
knowledge resulted in great difficulties in creating a sustainabé relationshp
between the firm and their middlemen (Roy, Sekharand Vyas,2016) The Indian
SMEsin the same study, find it also difficult to satisfythe foreign customersand
middlemenin the new high competitiveinternationalenvironment(Roy, Sekharand
Vyas, 2016. From these findings it can be argued that Indian SMEspossibly
experiencedhigh sociccultural differencesasthis aspectalongsidethe lackof trust,
given the possible opportunistic behavioursthat can exist abroad faced more
difficulties than any other examinedgroupsin creatingan effective and permanent

relationshipwith their middlemen.

Kahiya(2013)alsofound that the examinedconventionalfirms had issuesregarding
the product usagedifferencesand the high cost of market development,and both
groupswere confronted with the high transportation costs. New ventures, in the
samestudy, had issuesregardinglocatingoverseadglistributors,alsowith pricingand
promotion, issues with offering after-sales service and problems with product
adaptationin order to facethe foreign competition (Kahiya,2013) Distributionand
logisticsbarrierswere alsofacedby the New %S |  ISMBRI®tAe initial study of
Kahiya,Deanand Heyl (2014) Accordingly,TaiwvaneseSMEsmentioned significant
barriers in finding a reliable foreign distributor, which was mentioned by both

exporting and non-exporting SMEg(Shihand Wickramasekera2011) C A t (R200@ Q a
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findingsalsoindicatethat the researchedSMEswere lacingof marketingknowledge,
there was a lack of foreign channelsof distribution, and alsothat it wasdifficult to

communicatewith internationalcustomersFinally,Leonidou(2004)found that most
of the firms faced significantproblemsregardingmarketing, such as difficulties in

matchingthe foreignY' I NJ &ingetior pricesin order to offer satisfactoryprices
in the international customers, issues regarding accessto export distribution
channelsalongsidethe excessivecost of distribution and insurance,and difficulties

in obtainingareliableforeignrepresentation.

Furthermore, Julian and Ahmed2012)in their research about export barriers in
Malaysian firmdound the barrier of product adaptation ttocal needs to bevery
significant for companies. They argued that exported products need more attention
than local products, because they must be adapted based on local, religious and
other differences.The Malaysian clothes manufacturesere found to hae no
interest in exporting their products to western countries, because their clothes did
not match sizes ofthe western world, as they were suitable only for Asian
customers. Besides that, Malaysian manufactures statedttieit products may not

be suitdle for exporting due to differences in country environment, for example,
like electrical appliances which do not match different standards throughout the

world.

Regardingthe marketing barriers it can be mentioned that all aspectsthat are
usuallyincludedin marketingaspectd(i.e. product/price/promotion/distribution)can
be problematic domestically, let alone internationally. However, it should be
mentioned that accordingto the findings, most of the studies that highlighted
significantissueswithin this categoryof barriers were again mostly non-exporting
firms and from the exportingfirms, marketingbarriersreferred mostlyto the lackof
marketingknowledgeand skillscombinedwith lackof staff that haveexportingskills.
Sq again it is clearthat knowledgeand experienceare very important factors for
recognizinghow to tackletheseissues Evenwhenthe problemsfacedregardedthe
product itself, like product adaptation, firms mentionedthe lack of an experienced

manager that could have effectively supervisedthe production and with the
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necessaryknowledge,adapt the needed aspects Lastly,the influence of cultural
differencesis closelyassociatedwith marketing especiallyin promotion, product
usageandalsopackagingThelackof culturalknowledgecanbe alsostemmingfrom
the lackof a completemarketresearch before enteringa market, which meansthat
could be avoidedif the firm hadthe resourcesand/or knowledgeto do so. It should
be also mentioned in this regard that it was not random that significantissues
regarding product adaptation were mentioned by non-western countries, as the
psychicdistanceis great. Finally,marketingbarriersare more associatedwith initial
barriersthat SMEsmay face; as, if they are once facedthey will not probablyneed

drasticchangesagain.
2.4.2. Externalbarriers

1. ProceduraBarriers

This category of barriers focuses on the operating aspects of transactions with
foreign customers and includes mostly three aspects: unfamiliarity with
techniques/procedures, paperwork, communication failures and slow collection of
payments(Narmyanan, 2015)Procedural barriersre mentioned in the studies of
Leonidou(2004) Narayanan(2015) Roy, Sekhar and Vry&2016) Dean, Heyl and
Kahiya(2014) ArteagaOrtiz and Fernade®rtiz (2010) Shih and Wickramasekera
(2011)and Fillis(2000)as a separate external categorization. Irrelevant from the
name, many procedural barriers have been mentioned by most of the suéher
instance, Arteag#®rtiz and Fernade®rtiz (2010)includes in this category, barriers
regarding the complexity of documentation or the bureaucracy associated with

export operations.

Specificallythe procedural barriers identified in the literature will follow. In the
studyof Fillis(2000) both exportersand non-exportershighlightedthe complexityof
export procedures,while non-exportersmentioned that the complicatedexporting
procedures and regulations were among the reasonsfor not initiating export
Similarly,the Indian SMEsmentionedthat the export documentationis too difficult

to handleand generallythe proceduralbarrierswere found asthe greatestobstacles
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for these firms (Roy, Sekhar and Vyas, 2016) Similarly, same findings were
mentioned in different studiesas the most significantexternd barriers (Leonidou,
1995; Kneller & Pisu, 2011; Julian & Ahmed, 2012; Kaleka & Katsikeas,1995;
Bennett,1997)

Unfamiliaritywith export procedureshasbeenmentionedby the conventionalSMES
in the study of Kahiya(2013) as an important barrier. The AmericanSMEsin the
studyof Neupert,Baughnand Dao(2006)mentionedthat amongtheir initial barriers
to export, they were lackingthe adequatetraining to serveinternational customers
and issues regarding customs documentation. Also, Shih and Wickramasekera
(2011) found that non-exportersconsder unfamiliar businesspracticesas a great
barrier, while the exporting group faced a great barrier regarding collecting
customerpayments.Theexporting SMEsn the study of Fliessand Busquets(2006)
mentioned also on-going difficulties with customs administration while Spanish
SMEsalsohighlightedthe importanceof the proceduralbarriersand the difficulties
with documentationand red tape, as well as the ignoranceof export processes
(ArteagaOrtiz and C S NJ/ 1-Gftie, 2010) Moreover, in the study of Mahone
(1995) the effort necessaryo export, includingcommunicationdocumentationand
red tape are mentioned as important barriers. Finally,Leonidou(2004)was among
the first studies that found that unfamiliarity with export procedures and

documentationhasindeeda highimpacton firms exportingdevelopment.

It canbe arguedin the proceduralbarriers,aswith mostof the externalbarriersthat
they includethe aspectof uncontrollableelement,which canbe of courseminimised
with exportingexperienceand knowledge however, if the firm changesnarketsthe
proceduresand documentationneedsmay be significantlydifferent, which is again
something that should be experiencedin order to be tackled. The cultural
differences have also an important role to play in these barriers, especiallyin
communication as there may be other ways and proceduresto be followed
dependingon the country. For instance,some countries may expect faceto-face

communicationin handling export documentation while other countries process

43



International Master’'s Thesi s 6.June2018
Marketing Aalborg University

everythingelectronically.Thiscanbe problematicfor firms unfamiliarwith electronic

documentationandthe samecanbe truth regardingbureaucracy.

2. GovernmentaBarriers

Governmental barriers refer to actions or 4agtions by the home government in
relation to its domestic exporters. In this category the focus is on two problem areas:
first, the limited interest & the government in assisting and providing motives to
current and potential exporters and second, the restrictive role of the regulatory
framework on export management practicgdlarayanan, 2015)Governmental
barriers are mentioned in the plethora of studiéslahone, 1995; Morgan, 1997;
Fillis, 2000; Leonidou, 2004; Shaw and Darroch, 2004; Sass, 2012; Kahiya, Dean and
Heyl, 2014; Narayanan, 2015; Roy, Sekhar and Vyas,.201&me countries, like

the USA,there are manygovernmental exportassistance programs, as many
American SMEs struggle to export to overseas markets. Some studies on export
promotion programs have provided mixed resultgith some studies showing a
positive correlation between promotional programs and firms export penfamnce
(Narayanan, 2015Promotional activities can be beneficial to firms based on certain
conditions as to what activities are undertaken and how willing are the firms to
participate (Narayanan, 2015)it has been found, however, that export protion
agencies are not effective in developing countries. The reasons were that developing
countries lacked a strong leadership, while lacking of financing options and being too

bureaucratioqNarayanan, 2015)

Specifically, the governmental barrieremdified in the literature will followlIn the
study of Fillig2000) both the exporting andhe non-exporting group of the UK and
the Irish SMEs mentioned lack of export assistance and export initiatve fthe
government side. Similarly, the naxporting Taiwanese SMEs mentioned that
there was low priority to export market development within the coun{8hih and
Wickramasekera, 2011) ack of government export initiatives were also mentioned
and highy ranked in importance, by New Zealand exporters and h&eporters, in

the study of Shaw and Darro€d004) The findings in the study ¢dutchinson, Fleck
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FyR [ f 2 e@ooywdsb Aighlight the lack and overall negative experience of
government support in assisting smaller retailers to identify and overcome barriers

regarding tkeir internationalizaton and supportedhem to expand outside the UK.

Moreover, Ahmad(2014) 6 &8 A Y (1 SNIIA S 4 A y Dundithaf ihséfficient y { a 9 Q{
financial support programs for international expansion from the government is one

of GKS Y2ald AYLERNIIFIY:dG O6FNNASNE F2N 4K2aS FA

From the other handl.eonidou(2004) found that the unfavourablehome rules and
regulations were more significant than the assistance or governmental initiatives.
The same finding was also indicated by the American SMEs in the study of Mahone
(1995) where it is mentioned thagovernment laws and policies are also considered
significant barriersHalf of the top ten most fregently reported barriers in the study

of Fliess and Busque{2006)were the lack of due diligence or the discretion of
government officials in implenmging trade regulations. When respondents were
asked to indicate the degree of difficulty in overcoming these barriers, the two most
difficult items mentioned related to transparency and implementation issues, like
inconsistency or confusion in regulatiorand inconsistency or confusion in
implementation(Fliess and Busquets, 20086)nally,Cardozeet al., (2015) analysed

the main factors related to public policies and seegicaffecting CiSa S {a9aQ
internationalization, by focusingn whether domest regulations are perceived as
barriers for the international expansion of SMEs from Chiffae study findings
indicate that Chinese SMEs expand internationally even when péanggipoor
regulatory frameworks and weak support systems from the governni€atdaaet

al., 2015)

Lastly,lack of government assistandg mentioned in the studies of Leonidou and
Kaleka & Katsikeafl995; 1995) It was mentioned that @mpanies experienced
difficulties in understanding expogirocedures;yet, lack of government incentives
was also seen as a barrier as government did not provide support to help and
understand complicated regulations. Natllya those barriers were more significant

to companies with less years of experience in exporting, because companies that

exported many years were well aware of procedures and did not require assistance
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from the government.External home barriers were ofhe most significant for
companies that did not export, because difficulties in documentation and lack of

governmental support were stopping companies from exporting.

Regarding governmental barriers, it can be argued that both-exporting and
exporting frms in their initial stages of internationalization seem to need
governmental assistance. This governmemissistance can be a great assistafore
firms, as theymotivate, inform and financially assist the firms in need. Agi&ims,
which have alreadyknowledge and experiencenay not need the help of the
government at anyregard other than financial. Governmental barriers cannot be
considered in general significant barriers; however, their lack may prohibit some
firms from their exporting developmentFor instance, if an SME faces important
barriers regarding information and financial resources and there are also no
attractive financing options in the countrgnd if the governmentdoes not offer
support to the firm naturally,the effect of this barrie will be significant. Companies
that usually mentioned such barriers were born globals or international new
ventures, which usually lack of financial resources due to their fast
internationalization. Finally, it should be argued that when a country eefostrict
regulations regarding export, firms will definitely face some barriensd these
countries, even if they offer support programs, they will not be wahnned and
really helpful as the government may have a negative attitude towards exporting or

just do not consider it important.
3. Task Barriers

Taskbarriers focus on the ¥ A Nadgdodnersand competitors in foreign markets,
which can have an immediate effect on the ¥ A NéXg@rdactivity (Leonidou,2004)
Although these barriers have received great researchattention, findings indicate
that the exporting SMEsare more concernedwith the competitive pressuresthan
customerdesiresin overseagnarkets(Narayanan2015) Differentforeign customer
habits/attitudes and keen compdition in overseasmarketsare aspectsincludedin

the taskbarrierscategory.Customemrequirementsdiffer worldwide dueto a variety
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of reasonssuch as topography, climatic conditions, country economy, customer
taste and habits, and all these can lead to different product requirements
(Narayanan2015) To accommodateall these changesfirms will needto spenda
considerableamount of time and money (Leonidou,2004) Globalcompetition has
reducedthe life cycle of products,and businessesan no longer have country or
region-specific products, therefore, firms need to develop products for global
applicationthat can overcomethe competitor products. Developingsuch products
fast canhelp the firms in sustaininga competitive advantageover their competitors

(Narayanan2015)

Specifically, the task barriers identified in the literature will folloMnre high ales
effort and increased costs are mentioned by the firms in the study of Malb@@5)
regarding exportingMoreover, high cost of selling abroad was also mentioned by
the New Zedl Y RQ& S E LJ2(Bdawk §nd DafrdcR, dA004) eonidou (2004)
found that the differences in foreign customer habits and attitudes can be a
significant barrier, as well as, the ability of the firms to grand credit to the foreign
customers. Fillig2000) findings also indiated that many firms faced significant
difficulties in communicating with the foreign customers and the increased
competition that they faced in the overseas markets. Also, the Indian SMEs
mentioned that they had problems to satisfy their new customers darthe
middlemen in this new more competitive environmgiRoy, Sekhar and Vyas, 2016)
Moreover, fierce foreign competition was also mentioned as a great barrier by the
INVs in the study of Kahiy@013) Similarly,Zamberi Ahmaq2014) mentions that
strong international competition is a great barrier when it comes to the decision of
Malaysian SMEs to internationalizeurthermore in the study of Sas@012) the
SMEsfaced significant issues regarding product adaptation in order to fit with the

differences in use internationally.

Lastly,Leonidou(1995)in his study researched barriers that are significant for-non
exporting manufacturing companies. He argued that inability to cope with export
barriers at the primary stage of export might cause a negative attitude towards

export and lead to failure of exyt activities. His research indicated that the main
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barrier preventing manufacturers to export was competition in a foreign market.
This was one of the most significant external foreign barrier identified by many
researchergLeonidou, 1995; Kaleka & Katsikeas, 1995; Bennett, 1997)

Task barriers can be seen closely related with marketing and knowledge. Marketing
knowledge and skills can assist firms in conducting a full market research and
therefore, know beforehand the adaptations needed in their products and the needs
of their new international customers. Knowledge alongside cultural aspects and
experience could assist firms facing task barriers. Other than those aspects the most
permanent and significant barrier in this category is the high competition. Nearly all
firms studied metioned that they facedierce competition.Knowledge on what to
expect can again help firms in order to be prepared to respond to these barriers,
however, international competition is an aspect that cannon be overcome. Firms
should offer highly differenctad products that can make them stand out of the
competition and/or products created to satisfy the specific needs of a country.
However, this is not always the case but just the one side of the coin, as also very
standartised products that are similar witmany other competitive products can
also be besselling internationally thanks to economies of scale. So, firms should
find their competitive advantage, as also the resoubesed view theory proposes

and use it for their benefit. Lastly, it can be sdesm the findings on task barriers

that international competition is an important reason highligted by rexporters

for not initiating export. Literature however suggets that alonside that intense

competition comes also a new bigger customer market.

4. Envronmental Barriers

This category incorporates eight barriers referring primarily to the economic,
political/legal, and sociacultural environment of the foreign market within which
the companyoperatesor is planningto operate (Leondou, 2004) Thesebarriersare
usually subject to changesand are very difficult to predict and control. The
environmental barriers usually regard three main categories of barriers, the

economic,the political/legal and the sociacultural. The economicrefer to poor or
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deterring economic conditions abroad and the currency exchangerisks. The
economic barriers can also include risks of losing money by selling abroad and
limited accessto capital. The political/legal barriers refer to tariff and non-tariff
barriers, political instability in foreign markets and strict foreign rules and
regulations(Leonidou,2004) Lastly,the sociccultural barriers refer to unfamiliar
foreign practices,differencesin socioculturaltraits and verbal/nonverballanguage
differences (Leonidou, 2004) Different names are used to describe the
environmentalbarriers, like exogenousarriers (ArteagaOrtizand C S NJ/ +-GftR,S 1
2010; Kahiya,Deanand Heyl, 2014) or marketbasedbarriers. Also, some studies

separatethe individualbarriersinsidethe environmentalcategory.

The environmental barriers are very highly mentioned by SMEsand experienced
throughouttheir internationalizationactivities,becauseof their uncontrollablity by
the firm. In this categoryof barriers trade barriersare alsoincluded.Thisis alsothe

categorywhere tariff and non-tariff barriers exist. The non-tariff barriersrelate to

the product standardizationor homologation,health or phytosanitary,and similar
barriers. The differentiation between tariff and non-tariff barriers is significant,
especiallywhen studyingfirms insidethe EUcommonmarket, becausethe custom
union that the EUcountriesbelong hasinternal tariff exemptionsboth for original
goods and free circulation goods, but also has standardizationand certificaion

barriers, as well as health and phytosanitarybarriers that makesexportingto EU
more difficult, at leastto the member statesthat want to export to EU countries
(ArteagaOrtizand C S NJ/ +-GftR, 80110) NonHariff barriersincludesometimesthe

product adaptationto different markets and this is perceivedas a differentiable
barrier. Lastly,literature indicatesthat barriers regardingtransportation costsand

shippingarrangementbarriersare alsoincludedin this category(ArteagaOrtiz and

C S N 1-Gftiz, 30110)

1 Economic

Leonidou(2004)find that the poor and deteriorating economicconditionsabroad

were very significantbarriers accordingto his study, and following in significance
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wasthe foreign currencyexchangeisks.Thelndian SMEsnentionedthat one of the

most significantbarriers that they faced was the lack of financing,and specifically
that there wasno low costcapitalfrom the localfinancialinstitutionswhichled to no

capitalavailableto coverthe needsof the businessegRoy,Sekharand Vyas,2016)

This was crucial for those firms, as they had already mentioned that they were

lackingfinancial resources,so combinedwith the lack of financingthey could not

delivera goodinternational product. Internationalnew venturesfrom New Zealand
also mentioned lack of export financing as a major barrier (Kahiya, 2013)

AccordinglyMahone (1995) who studied American{ a 9 exfidrt barriersand the

role of exportfinancingdid indeedvalidate the exportfinancingasa major barrierto

the ¥ A N@@o@development,where the SMEsmentioned that export financing
was the most difficult type of financingto obtain. Creditworthinessissueswere

mentioned by the AmericanSMESMahone,1995) Economicrisk in sellingabroad
was mentioned as an on-going barrier also from AmericanSMEsin the study of

Neuoert, Baughnand Dao (2006) Similarly,Taiwanesesxportersand non-exporters
referred to the economicrisksof sellingabroad as the most significantbarrier for

them (Shihand Wickramasekera2011)

Lack of financingwas also found the most important barrier alongsidein born
3t 2 oihtdrratidnalization development (Sass,2012) With same results, the
findingsof Shawand Darroch(2004) where the likely-exportingand exportingfirms
mentionedlimited accesdo capitalamongtheir top-5 mostimportant barriers.Risk
from variation in exchangerates, risk of losing money by sellng abroad and high
value of specificcurrencieswere also highlightedby SMEsn the study of Arteaga
Ortitz and FernadezOrtiz (2010) The non-active exportinggroup from the study of
Fliessand Busquets(2006)alsomentionedlackof financingasa greatrestriction to

their exportingdevelopment.

Currencybarriersregardingpowerful currencies and exchangerate risks,were also
mentioned by the Indian SMEsas another significantbarrier (Roy,Sekharand Vyas,
2016). Currencydifferencesand how to do currencymanagementwasmentionedas

a significantbarrier by the Irish SMEgHynes2010) New%: S | { ISiMHEedtioned
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that they facedimportant obstaclesegardingcurrency,andthe researchersactually
found that the impact of financialderegulationand instability of exchangeratesis
linked to currencyrisk barriers (Kahiya,Dean and Heyl, 2014) Currencybarriers

facedalsothe UKSMESn the studyof HutchinsonFleckand[ f 2 @ R m(@@®9)a 2 y

Lastly,other barriersthat were found to be important were unfavourableexchange
rates or rate fluctuation (Leonidou,1995; Bennett, 1997) and paymentdifficulties
(Julianir Ahmed2012)

1 Political/legalbarriers

[ S2 Yy AR®Y=EY highlighted the importance of the strict foreign rules and
regulations and the high impact of political instability in the foreign markets. Political
instability in the destination country was also indicated as a commonly mentioned
barrier in the study ofArteagaOrtiz and Fernade@rtiz (2010) Similarly, foreign
restrictions and regulations were considered important barriers from the
conventional New Zealand SMHBsahiya, 2013)Foreign trade barriers were also
YSYGA2YSR | & KA 3KfeXporihacthiy,Ras yell as) K& of fak NI & Q
benefits and strict foreign and home government lafMahone, 1995) Among the

on-going barriers that American SMEs face, is the foreign government bureaucracy
(Neupert, Baughn and Dao, 2006ghaw and Darrocf2004) also highlighted the
importance of government regulations including tariff and ranff barriers.

Barriers regarding home arid2 a G O2dzy G NBE Q& 3I2@8SNYYSydl f Lk
a { a@an@bafisfs in the study of Dean, Heyl and Ka(@¢d4) Lastly, Fliess

and Busquets(2006) mention that from the general trade barriers the more
commonly identified were theinfavourableforeign rules and regulations, the high

tariff barriers and also inadequate propertigits protection. Also, other important

barriers faced were issues restrictive health, safety and technical standards. They are
also arguing that that tariffs still mater to exporting in many sectors and markets and

that nontariff barriers (NTBs) mattergaially if not more than tariffs, with especially
domestic regulation being the most importalEliess and Busquets, 200N TBs

reported consistently across different surveys angernal taxes or chargeand
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competition-related restrictions on market access, like monopolistic trade measures,
such as state trading, distribution restrictions as well as restrictive business practices
(Fliess and Busquets, 200@)astly, Freeman and Sandwe(R008) argue that
professional service firms faced significant problems widerstanding foreign
government policy and regulatory bagrsand they mentioned that it was vital to do

so before seeking entry in Asids they argue, e regulatory barriers can actually
prohibit some professional services from setting up in some host mdfkegman

and Sandwell(2008)

Also,l dzi OKAy az2ys Cf S Q@J09)foum in[thiei@ stuByr e snial? v
retailers in UK, perceive environmental barriers as of high importahere
specifically,their findings show thatone of the most important barriers that UK

{ a 9fexa isthe strict legislationD I NR35 = DI NI 015, lalgoRnerGidhs O f

w

a

GKFG {LIyArAakK NBGFATAY3I {a9Qa FIFOSR &AA3AYyAT.

market regulations, which sometimes hinder the opening of retail outlets, as well as
bureaucratic problems and processésgan and Erdoga(R016)research showed
that for Turkish manufacturers the most significant export barriers are monetary (i.e.
input and procedural costs, financing and tax). Meanwhaeour, technological and
non-tariff issues were found not as significant but still relevant for managers.
wSaSI NOKSNE SYLKF&AT SR GKFG o0F NNASNEQ
size;export volume and frequencjAgan & Erdogar2016)

Lastly,Evanset al., (2008)through interviewing UK retailers that are in the process
of internationalizing, surprisingly found that the relative economic and political
instability of many international markets was not identified as a major barrier to
foreign expansion. Rather, thhegulatory environment emerged as a critical factor in
the sense that it both deterred entry into certain markets and impeded the process
of establishing foreign market operations. Thus, for some retailers, particularly those
offering goods susceptible toounterfeiting and piracy, the lack of transparent and
readily enforced intellectual property legislation was the primary barrier to

internationalization (Evanset al, 2008) Finally, legal andax regulations inthe
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foreign marketmentioned as significant barriers in the studies of Julian and Ahmed

(2012) Shoham and Albaufd995)and Kaleka and Katsike&k995)
1 Sociecultural

Previously mentioned Uppsala model also highlights the importance of psychic
distance. Psychic distance concept is commonly referred to as the key factor
explaininginternational expansion and trade and used to present and evaluate
culture and business differences between the home and foreign mgdatanson

and Vahlne, 1990)Psychic distance may include differences on national (e.g.
language, history, values, etc.) and individual le{@hoham & Albaum, 1995)
Researchers use differeterms to name this psychic distance, such as psychological
or cultural distancg(Shoham & Albaum, 1995; Bennett, 1997; Shoham & Albaum,
1995; Sousa & Lengler, 2009Qppsala model implies that when ehforeign
experience increases, this psychic distance decreases. Imperfect knowledge about
foreign markets, arising from psychic distance, is one of the major obstacle to
expanding international operations. In cases where the psychic distance is large, the
potential lackz2 ¥ AY FT2NX I GA2Y At YIFIIyATFe GKS FANY
firm may seek to reduce this risk either by selecting psychically closer markets,
where the psychic distance will decrease, or by using a lower commitment mode,
e.g., Icensing or exporting rather than investing in the establishment of a foreign

subsidiary.

Differences in culture and language created significant obstacles in the Irish
exporting SMEs when they tried exporting to China and Ifidiaes, 2010 Similar
findings were indicated in the study of Aetre@atiz and Fernade®@rdiz(2010)and

Roy, Sekhar and Vry&2016) who specifically mentioned that culture and language
were among the most significant barriers that the Indian SMEs faced. Language
barriers were also mentioned by the SMEs in thedgtof Sas§2012)and in the
study of Fillig2000) where firms argued that they knew that language differences
would create difficulties but they did not have time to acquihe needed language

knowledge. Also, Freeman and Sandwe{R008) in their paper, which aimed to
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identify key barriers to internationalization in emerging markets for professional

service firms (PSFs), the most importhatrier identified, was the importance of the

faceto-face communication requirements in emerging markets. This was a batrrier,

as it had to do mostly with cultural and language differendesparticular, the

authors argue that traditional verbal languagarrier is usually a problem, but the

real barrier is heavy reliance orcemmunication (e.g. -enail), where the risk of
miscommunication of cultural meaning is very high, as the emphasis is often on the

difficult technical nature of the servic-reeman and Sandwell, 2008)his study
YSylGAzya (GKS ySSR 2F FTANNXQa GSOKy2f23AO0!If

indicate a barrier for same SMEs.

Finally, altural differences were also mentioned as anguwing barrier in the export
activity ofthe American SME®Neupert, Baughn and Dao, 2008)milarly, were the
mentions of the UK SMEs, as they highlighted the importance of cultural differences
in their path to internationalizatio (Hutchinson, Fleck and Lloyd, 2008loreover,
Arbaugh, Camp and Cox (200&) their research are trying to examine why
entrepreneurial SMEs do not internationalize more. The findings of this study
sugges that culture factors are more significant than present success in domestic

markets in predicting the neinternationalization of entrepreneurial firms.

Similarly, to Julian and Ahme(2012) Shoham and Albaun{1995) research
indicated that the strongest indicator of the significenaf export barriers is psychic
distance between the home country and the target market i.e. the larger the
distance, the higher perceived significance afriers. Despitahe psychicdistance
barrier importance, Shoham and Albauii995)argue that this barrier is reduced
with the years 6 experience, because if companies first exportpsychicallyclose
markets, the impact of cultural barriers will be redudewhen moving to more
psychicallydifferent countries.Interestingly, even though Sousa and LengR€09)
agreed with Julian and Ahmg@012)and Shoham and Albaufi995)that cultural
barriers are crucial for the firmastheir existence increase the possibility to make
the wrong decisions andanh general affect performance. Still, their research showed

that firms perform better in psychicallyistant countries, because assumed
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similarities by close countries may lead to small differences being overlooked
(Shoham & Albaum, 1995%me researchers referred to it dbe psychic dignce
paradox(O'Grady and Lane 199@Yloreover, Sousa and Lengl@009)argued that
when company enters distant market and combines newly acquired knowledge with
existing resources, it can creasainique resource combination which contributes to
0SGUSNI FANNYVQa LISNF2NXIYyOSe® Ly NBflFOGA2Y (2
(2009)argued that companies that adapt products to local needs are more likely to
gain competitive advantage and to adapt to local conditions, in this way increasing
ISYSNI £ FA NI Dastly, ma8yNdEsaddrdguddSidreign barriers that
were related with high costs to reach foreign market, extremely important for the
company. That included high cost of shipping or complicated transportation
procedure, increased cost and high risk in selling abroad and diffictdt offer
competitive pricegLeonidou, 1995; Kaleka & Katsikeas, 1995; Julian & Ahmed, 2012;
Bennett, 1997)Sousa and Lengl€¢2009) differently, did not fird difficulty to offer
competitive prices as a barrier; they argued that price adaptation has negative effect
towards export performance, because price signals quality and consistency of a
product's image in different markets. Thus, price adaptation couttsen the
product image and have negative effect towards product evaluation. Despite that,
they argued that country of origin may play an important role towards the price

adaptation;thus, research in different countries can show different results.

Finally, as long as the environmental barriers are concerhedn be argued that all

the above categories werefound to be NBI f f & &AIYAFAOLY G Ay
internationalization processFrom all the categories of external barriers, the
environmental sem to be the more uncontrollable and difficult to predict but also

to tackle. Among the aforementioned barriers, financing, foreign trade regulations

and cultural differences are highlighted by the literature as the most important. As it

was mentioned befa, cultural and language barriers are probably the easier from

this category to be tackled, as experience and knowledge can assist firms in this

matter. It should be lastly mentioned that environmental barriers, and in general

external barriers, were mostlmentioned by exporting firms, which indicates that
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non-exporters or newly exporting firms are more concerned with internal barriers,
while exporting firms have managed to face their internal difficulties and now work

on responding to the externadn-going barriers, as they mentioned.
2.4.3. Discussioron export barriers

From this part ofthe literature review it is clear that export barriers mostly were
studied with the focus on manufacturing industrilost of the studies were
discussing conventional SMEs, wialéew studiesresearched born globals or INVs,
where, when compared with conventional firms, the mentioned barriers were found
different. This aspect probably has to do with the fast pace of internationalizafion
the INVs and accordingly that theo types of firms experience different barriers
based on their stage oéxport development. Furthermorethe most intensively
mentioned initial export barrierdo internationalizationwere informational and
access barriers, resourcedinancing and tradebarriers. Lack of informain,
knowledge and experience wagsdso underlined accordingly. So@altural barriers
were mostly mentioned by developing, nevestern countries, which also justifies
the huge differences foundeven in communication habitdzuthermore, lack of
governmental support programsvas mentioned mostly by nomxporters, who
usually lacked of financial resources and informatoil did not have access to lew
interest financing programsAs it was also argued before, the initial and meved
barriers that were mentioned by both exporters and rRexporters were internal
issues and the more experierctérms mentioned that they are facing the auoing
external barriers, where they argued that cannot be faaed the managers should

just sicceed in eliminating their effects and move on.

Many studies made a distinction between nerporters and exporters or
inexperienced and experienced exportandhich indicates that firms with experience

in foreign markets tend to pay more attention to Ibears outside of their control.
These results suggest that SMEs undergo a learning process as they internationalize
as it was expected from the Uppsala modghis can also constitute the explanation

on why nonexporters and new exporters faced and pexssel mostly internal
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barriers while firms with some years of exporting activity, face mostly external
barriers. Once SMEs overcome their internal constraints they become more aware of
other challenges in their business environment, including tariffs argerotrade

regulations(Fliess and Busquets, 2006)

As it was also argued befqrmternal barriers are controllabley the firms and they

are negligible in comparison to the external more uncontrollable barriers. This fact is
also mentioned in the study of Kahiya, Dean and K&314) where they argue that

this can be a great challenge to SMEs, because while it is vital to have knowledge of
export markets and procedures, export managers should also have to stay tuned
with changes in the financial markets, government policies and tariffiaoiff
reguations n the foreign marketsThe aspect of knowledge and experience has
been highlighted by the Uppsala model, as it was mentioned in the beginning of this

chapter.

Moreover, it can beargued that a successful SME internationalization requires firms
and managers to possess a wide range of skills and resources and be able to adapt
their approaches in order to better face the changes occurring iretheronmental
level(Kahiya, Dean and Heyl, 2014)

Furthermore, Morgan(1997) argues that while it is greatly supported in the
literature that perceived export barriers may prohibit domestic firms from exporting,
these findings are constructed based on the fact that barriers make business
operations more challenging in the international markethan in the domestic.
However, there has been found that decisiorakers differ in their perception of
importance and/or difficulty in tackling these barriers. This can be explained, for
instance, by the fact that exporters tend to perceive export basri@s less
important and difficult to overcome compared to naxporters. Moreover,the
literature in this aspect seems rather divided, with someeashers like Bilkey
(1978) who found that exporting firms are more gsimistic abat export barriers
compared tonon-exporters, and he explained this on ground that their lack of

experience in foreign markets causes the rexporter to underestimate the task of
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overcoming export barrierdMorgan, 1997) In a later research by the same

researcher, Bilkeyl978F A (0 61 & &dz33S&aGSR GKd drlack FANNQA
of activities, might affect the perception of export barriers expressed by the
decisionmaker, which means that the firm may engage in information search

activities in order to counter the perceived obstacles and, finalifect the overall

firYaQ GGAGdzZRS (261 NRa SEL2Z2NIkaWietidrshdinK A & y 2 (A
paulet al.(1978) who observed that nomxportersdo not engagen exportrelated
information-seeking activities until they have developed an interest in evaluating

exporting as a possible action. So, according to Mor@&@97)it is possibleto

I & & dzY SnoriieKplorting firms, which are interested in considering exporting as a

viable strategy, will perceive export barriers to be less significant than those firms
GKAOK FNB y2i0 AYyiSNBaGSR Ay SELRNIAy3E

Lastly, the literature showed some contradicting results regarding the perception
and intensity of barriers, like between exporters and rexporters, as it was
expected, based on the fact that exporters have more experiential viemawofers,
however, researchers admitted that the significance of barriers can be affected
based oma number of factors. Most of these factors were already mentioned in the
previous discussion like managerial perception, experience and knowlestge
Thus, as it was mentionetefore, factors that influence export barriers were
another theme that derived from the export barrieligerature andwill be analysed

in the following section.
2.5. Factors influencing internationalization barriers

Although barriers play a crucial role in SVIExport development, as it was

previously mentioned, some aspects can moderate the effect of barriers. For

instance, Leonido2004)argues that barriers alone neither prohibit nor inhibit the
FANYQE LINRPOS&E Ay SELR Nfek fdcHhm ark fieceasary ifi K S NB T 2
order to makethe export barriers active. Those aspects are usually associated with

the characteristics of the manager, the organization and the environment in which

the firm operates. As Leoniddi2004)mentions, this accordingly assumes that two
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firms at the same stage of export development will not perceive or experience the
same barriers or the same effect from them and therefore they will not react in the
same way. Furthermore, the same firm may perceive slame obstacle differently

at different points in time and in relation to different marketiseonidou, 2004 )For

that reason, the three main moderatgrs managerial, organizational and

environmental factorswill be discussed in relationtotid S GA S6aQ FAYRAYyIa P
2.5.1. Managerial factors

Leonidou(2004)argues that the managerial factors are important in conceptualizing
the type, content and impact of the export barrie@ne of the mosteferred groups

of barriers relates to the managerial facto/nother problem that could have been
avoided if the manager had experience and expertise was the securing and effective
negotiating of contracts with potential partners and customers in new markets. The
findings indicated that the ownemanager underestimted the complexities of
managing different business practices and legal frameworks, which is another aspect
that underlines the inexperience of the manager in international busirfelgmes,
2010) Finally,Hynes(2010) argues thatthe challenges encountered by the Irish
SMEs related to the effective skills and competencies of the owraragersSo, in

this part it should be mentioned that the managerial factor that affected the
intensity or even the existence of particular barriers was combined thighack of
1y26f SRAS YR SELISNASYOS FNRBY GKS YIylF3aSNuE

Furthermore,Leonidou(2004)arguesthat & ¥ A Wil¥s@managersare incompetent,
risk-averse and inward-looking are very likely to perceive export barriers more
intensivelyand in a severelymannerin relation to those firms with capable,risk
taking and globakoriented Y | y | 3 &tlie &lso addsthat differencesfrom the
export barriers impact can be the result of variationsin the managerialattitude
towardscosts,profits and growth aspectsof exporting(Leonidou2004) Fromthis it
can be assumedthat Y I y I 3 &péhilflies, skills and attitudes can be an

antecedentof the perceivedexportbarriers.
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Additionally, Kahiya, Dean and Heyl (2014) examined the influence of export
barriers acrosstime by the form of quantitative surveysto New ZS | f | $MEDS
manufacturerswith drawingattention to the institutional environment.Thoughtheir
findings from a longitudinal study (between 1995 and 2010), they argue that a
successfuBME @ternationalizationrequiresnow firms and managergo posses a
wide rangeof skillsand resourcesand be ableto adapttheir approachesn order to
better face the changesoccurringin the institutional level (Kahiya,Deanand Heyl,
2014) Theyalsohighlightthat firms needto developthe capacityto respondto the
on-going changesand this is a Y I y | 3r&sNdRsibility (Kahiya,Dean and Heyl,
2014)

Furthermore, Fillis (2000)with his study, aimed at improvingthe understandingof
the barriers faced by UK and Irish cultural industry SMEsin their path to
internationalization, and the research was conducted on non-exporters and
exporters. The researchfindings indicated that the owner/managerwas the main
barrier for not exporting; their perceptionof exportingwas negative,and this was
one of the two main barriers for not initiating export by the non-exporting firm
group. Also, Fillis (2000) mentions that the Y I y | 3ghikEoghy, attitude and
orientation towards exporting was either a barrier or an influence of the SME
internationalization, depending whether the managerswere risk-averse or risk-

takers.

Moreover, Roy, Sekharand Vyas (2016) wanted to examine the barriers to
internationalizationfaced by Indian SMEsand seeif they are different from other
western or more developed countries. In terms of management,there were
problemsin the IndianSMESY | v | F&atdindlackof trust betweenthe overseas
officesandthere wasanincreasedeedfor control from the home-country manager
(Roy, Sekharand Vyas, 2016) In their findings, there was also evident lack of
managerialexperiencein handlingexport operations(Roy,Sekharand Vyas,2016)
however,this aspecthasalsoto do with knowledgeand experiencebut on the other

hand it coud be mentionedasanincompetentmanager.
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Additionally,in their study, Shihand Wickramasekerg2011) searchedthe factors
inhibiting export developmentof TaiwaneseSMEsand examinedthe role of the
managerial characterisics regarding export. The mixedmethod research was
conductedin two groupsof firms, exportingand non-exportingand both mentioned
the Y I y I 3 S Yaskyfikrd@ledgeand experiencein export matters significantly.
The TaiwaneseSMEsblamed managersalso regardingthe low priority afforded to

exportmarketdevelopmentwithin the company(Shihand Wickramasekera2011)

Regarding again managerial factors, Mah¢h@95)A y KA a a i dzReé Sc NB TS NA
YIyF3aSYySyidéeé Ay GKS OFrasS 2F +ASaylvySasS |
management responsible for many barriers faced, related to the managers attitude

G261 NR& SELRNIAYy3IZ OKI NI} Ol SNN20IBKitags Yy R SE L.
from the conventional SMEs indicated that managers had low perception of export
profitability and low cost to benefit export perception, which nago beassociated

with lack of knowledge, but for sure deterred firms from exporting.

Moreover, maragerial perception(Shoham and Albaum 1995, Sousa and Lengler
2009)is said to constitutehow significant the individual manager perceives export
barriers to be. Managerial perception influences on why some firms perce
barriers to be more important than others, thus, it affethe export decisios that

the company makes. Shoham and Alba{if®95)argued that if export barriers could

be explained by the managerial style, the company could address barriers, without
interference from public programs. However, due to the fact that almost all
researchers used quantitative methods to study expwmatriers, little attentionwas

given to research how managers perceive and cope with perceived export barriers.

Again, in a study referring to UK retailing SMEslzil OKAy a2y > Cf SO1 | yR
(2009)the lack of managementdvision and fear of losing contgolere mentioned

as significant barriersDlF NRs = DI NONI | higRlighed-a Od f OO0 Hai™p
LINEP FSAaAREHE NAAKH{ &K Sandrvieht)srtd meXitioryhat hé NB

company offereda LJ2 2 NJ o0dzaAy Saa { Nlrdgghrding 3he retdiR  LINB LI
AYRdza 0 NB ¢ & L ¥ wa$ Br§uedithatyitShodldibdzReguirad engage in
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SaasSyidAalrt ai2L) (<de tiezconipany.Similar Niguméritsyale A Y
presented in the study of NarayangR015) who mentions the impact that a firm's
management team has on internationalization and argtlest is explained under

the research of upper echelons where awareness is created by the joint effort of the
management team and not only the CEO. This argument introduces the aspect of a

more holistic training on export matters inside the firm and notyothle manager.

Furthermore, Evanset al, (2008)found that lack of management commitment,

combined wih limited international managerial experieneeas a great barrier for

firms.TheY I Y I 3SY Sy (i Q& cohdlendd S lplayAaangjor koke in tIBME's

decision making as it can be seen frtme study ofXie and Suh (201#f)e authors

mention that &t FANNX A Q L2 aaSaaa2iterratonaldBidnzt zgNOSa KS
likely that the perceived resource deficiency can result in perceived barriers,
O2yasSldsSyiate uffbris RSiNgmAtBnalizatiodXieQand Suh (2014)

which indeed was mentioned in many different studiégsterestingly,Xie and Suh

(2014)focusaed 2y G KS NBaz2dzZNOS RSTAOASyOeé LISNOSAGS
who are also the decision makers of SMEand faind after interviewing Korean

companies, that the perceptions about lack of resources can be different from the

actual levels of resourcedhe authors argued that the managerial decisions by

SMES' owner/managers are usually made through the lenses ofejptoa (or

interpretation), rather than an accurate and systematic assessment of rgxliey

and Suh, 2014)

Lastly Narayanan(2015) mentions in his study, thamnternational experiences of
managers are an irreplaceable resource that results in specific kmmowand is
difficult for the competitors to copy; therefore it can be a powerful sourceaof
competitive advantage. Moreovemternational exposure of the manager depends
on the time spent abroad, living, working and travelling experiences nvakieh can
help the manager acquire and maintain knowledge abaiiferent international
activities(Narayanan, 2015 ravellinghas been found to help managdearnabout

foreign business practices and opportunit{ggonidou, 2000; Nayanan, 2015)
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So,YFYylF3ASNAFE FIFrOG2NBR fA1S FOGGAGdzZRSET OGN AG:
indeed influence the perception of barriers and most specifically, can lead the firm

to an internationalization path or not. Literature suggests the ingoce of

managers, their competences and their character regarding export and other studies

even argued about the education and training of the manager, as well as, that the

whole export team should discuss export issues and receive the same training in
ooRSNJ i2 06S Y2NB dadzyoAlaSRé o0& GKS YIFylF3aSNE&
sound proper it may be difficult to implement, as the managers will be thase

finally decidel 6 2 dzii G KS T A NYlafy, i kasjaldalmenboked xhatS & o
GNITAYAYy3 FYR YIyYyF3ASNALIE (y2¢f GaRelliandl y 06S 3

general global experiences.
2.5.2. Organizational factors

Organizational factors also may have an effect on the export b&rgerception.

For example, years of firid gctivity can matter, as it can bamentioned also that
younger firms are usually more vulnerable to export barrieosnparedto older
firms (Leonidou, 2004)Accordingly, firm sizenatters, as the smaller the firm, the
more limited it may be in terms of resources. Moreover, firms in different industries

seem to perceive expolarriers differently(Leonidou, 2004)
1 Firmsize

To begin withmany researchers have mentioned firm sasea factor that can limn

2NJ 0SYSTAG GKS LIRaaArAoAtAGASAE 2F  FANY Ay
been referred to as a barrier in some studies. In their study, Shaw and Darroch

(2004) compared the perception of barriers and barriers to internationalization of
manufacturing SMEs in New Zealand and sepedrdahe research between nen

exporters, likely exporters and exporters. Interestinglgcording to their findings,
non-exportersperceived firm size as a great barrier. As it was mentioned in the

previous sukchapter, the norexporting researched group from the study of Fillis

(2000) mentioned that they were lacking from adequate prection capacity and

they also perceived firm size as a barrier. Additionally, the exporting group of the
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Shih andWickramasekerg2011) also referred to limited quantities of stock for

market expansion, which also implies anal production capacity, and they

respectively considered firm size as a barrier. Moreover, the findings of(32k3)

research on the nointernationalizing SMEs indicates that a fundamental barrier for

these firms were tb lack of production capacity. The same study also indicated firm

size as a barrier. The authors of this study regard firm size as a factor associated with

GKS FTANNXAQ NBaA2dzNDOSazr YR aLISOAFAOIEE@ (GKS
barrier were SMEs that had significant problems with their production, either in

terms of productivity, or in terms of small production. So, it can be assumed that
production capacity has to do with lack of financial resources and/or physical
resources and/or human resdzNOS& | yRk2NJ GKS YIFylF3aSNBRQ |
production. The correctness of this assumption ¢enunderlined by the study of

Mittelstaedt, Harben and War003) who examined the specific literature notion

about firm size as an important, and sometimes forbiddingif8&cNJ NBX 3 NRAy 3 F
export activity. They examined USA exporting firms and their findings suggested that

firm sizecould be a barrier when it prohibits the SME to produce the necessary

products per dayMittelstaedt, Harben and Ward, 2003n the same research they

indicated that the number of 20 emp}ees is the minimum necessary condition that

a firm should have in order to export, regardless of productivity, labour and capital

intensity or product characteristicéMittelstaedt, Harben and Ward, 2003They

base their claim on the aspect that the most important barrier identified by their
researchwas product standardization and/or product capacity, and therefore 20
employees seemed to be the minimum productive capacity to accomplish that

(Mittelstaedt, Harben and Ward, 20Q3)

Furthermore a I K 2 y($995) study aimed to discover the barriers that USA
exportingand trading SMEdacedin their export activity and comparedthe findings
with the ¥ A NSiZ&He arguedthat the perceivedbarriersto export vary by the size
of the firm and the type of the firm (Mahone,1995) Indeed,in his research,the
findingsindicatedthat the rank order of the perceivedbarriersdiffered by firm size,

however this was only true for specific barriers and not as a general rule. For
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example,Mahone (1995) found that lack of export financing, which was a major
barrieridentified, had no relation with the firm size,asboth smalland medium-sized
SMEdacedthe sameissuesHowever,Mahone (1995)sawthat the rank order (e.g.

top 5 barriers)of the perceivedbarrierswasdifferent basedon the SME size.

Lastly, it should be mentioned that given the fact that most of the literature studied
manufacturing firms, it is expected that firm size would regard production capacity.

However, the lack of literature on retailing firms for instance, could have givesr ot

results, as most probably the specific factor would not even exist and maybe

relevant firm size could account, for instance, for small warehouSes.instance,
Leonidou(1995)argued that industrymight also play aole towards the perception

of barriers. In the research conducted by Leonidd®95) it was found that the type

of the manufactured product (consumer or industrial) played insignificant role in

evaluation of barriersMeanwhile, again, due to lack of research attention, the
AAAYATFAOLIYOS 2F NBUGFATAYI O2YLI YASEAQ 0 NNA

1 Other organizational factors

Hynes(2010) createda processframeworkfor the SMEinternationalization,where
he proposed three distinctive aspects that affect the barriers of the ¥ A Nl Qa
international activity. One of the main categoriesthat he proposedwas the firm
itself in terms of industry sector,firm size firm age and ownershipstructure which
again assumesdifferent organizationalfactors that, can be significantto SME
internationalization. Regardingthis, industry can be a factor in how and which
barrierswill be perceivedby the SMEshecauseit makessenseif, for example the
study refers to manufacturers,possibleissueswith production capacitymay exist,
while if the studyis in the retailing sector,produdion barriersbecomeirrelevant,as
it wasalsomentionedabove.AccordinglyF A Nage@ldois a logicalfactor that may
alter the perceptionor intensity of barriers,asafirm with manyyearsin anindustry
will be more experiencedand may perceive and tackle barriers differently that a

newly-establshedone.
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Regarding firm structure, the only evidence that this study encountered were in the
study of Narayanarf2015) where, as it was mentioned before in the managerial
part, there was some hints of how a holistic flatusture-at least in the export and
management teamcan assist in a better export decistamaking. Also, in the same
study, the author suggests thiermation of strategic allianceor any formal or at
least informal networks formation imfernationalizirg (Narayanan, 2015However,

it is argued that a strategic alliance has not so much to do with the firm structure but
as a way for small firms to create a strategic competitive advantage, so, a unique
resource, which can also assist in the firm confabion of specific barriers. fong
term agreement between two or more firms at a strategic lewdl improve their
performance by sharing resources and rigklarayanan, 2015)Previousstudies
have pointed outthe many benefitsof alliance formatim, such as reduction in
transaction costs, increased market assgand shared risks, resources audess to
information (Narayanan, 2015g.g.Kogut, 1988; Mowery, Oxley & Silverman, 1996;
Gulati, Nohria & Zaheer, 20DP0So, $rategic alliancescan help SMEsovercome
barriersand reduce their mistakes, as well as, assisacquiing market knowledge

faster(Narayanan, 2015)

Finally, Leonido1995)emphasized that barriers may have different significance in
relation to time, environment and geographic setting. Similarly, Miankhel et al.
(2014) compared developing countries with developed, because they wanted to
know if developing countries institutional, infrastructurahdapolitical weaknesses
have an influence on the significance of barriers that exporting country controls.
They found that those internal barriers are significant not only to developing
countries but also to developed ones. For their research Miankhdl €@l4)chose

a developed country Australia and their study results indicated that barriers that
can be controlled by the exporting country, are important to explain why Australia is

not exporting to its full potenal.
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1 Knowledgeand experience

az2zald 2F GKS adGddzRASa | @FLAftrofS Ay TFANNYAQ o
ly2¢6t SRAS | a | YI essudidditded th& convEntideadl & | Q&
bS¢ »%SItlyRQa {a9a ¢ SKibstudylalshlifdigaiedackdf | y26f S|
knowledge as a significant barrier for the conventional New Zealand SMEs.
Moreover,Sasg2012) who examined internationalization of Hungarian SMEs in the

industry of medical instrumentscategorized firms in three categoriestages
internationalizers, born globals and namernationalizers. Her findings indicated

that knowledge was the most importa@ I NNA SNJ F2NJ 620K GKNBS OF
as it is the most difficult to acquirgass, 2012)

Accordingly, Shaw and Darro¢2004)found that knowledge is a major obstacle in
the internationalization of innovative entrepreneurial ventures from New Zealand,
and is highly ranked by both namporters and exporters. Neaxporters and likely
exporters from the same study, also referred to lack of experience as a significant
barrier (Shaw and Darroch, 20045urthermore, the first study of Kahiya, Dean and
Heyl2014A Y wmdpdpp &aK2gSR GKFIG bSg %SIflyRQa {a?9
lack of knowledge, which however, had disappeared in the second study in 2010.
The authors argue that other than the experience gaifresin the years in export
activity, firms were also greatly assisted by the developments in information
technology and the internet, in overcoming market knowledge barrigtahiya,
Dean and Heyl, 2014)This is also the sa where technology can be another
assisting factor internally for the firms and this is the reason why previous studies
referred to technology as a barrier. It can be mentioned that technologgn
effectively assist firms in acquiring more easily and lesstly knowledge about
foreign markets, overseas consumetc Experience and knowledge as increasing by
the firms activity, were found as decisive factors in the elimination of specific barrier,
like in the study ofKneller and Pisy2011) where languagebarriers lack of
information about foreign marketfinancial, legal, antbx regulationsarrierswere
found less significant and even further declining with the number of years of export

experience.
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Kneller and Pis(011)in their research mentioned only one characteristic that has

Fy SFFSOG 2y K2g TFANNXA LISNOSAGS o6 NNASNEH
experience was one of the most times mentioned firm characteristic tzt an

effect towards the perceptions of barrierd.eonidou, 1995; Shoham & Albaum,

1995; Agan & Erdogan, 2016; Kaleka & Katsikeas, 1B@Searchers argued that

internal barriers such as culturalifferences, lack of information about foreign

market, etc., will decrease with the number of years of experience. However, the

P
No
€Ny

numbers of years of experience had no effect on external barrie®:E LISNA Sy O S
not matter for all barriers, however. Theae no differences with which firms
identify legal, financial and tax environments abroad, a bias in foreign consumers for
R2YSaiGAOrtte LINRPRAdzZOSR 322R& 2N fnhelerSEOKI y 3
& Pisu, 2011, [895)

Similarly, Shoham and Albay®95)argued that experience may reduce the impact

of controllable variables, for example, if the company has previously experienced a

similar situation, it will be easier fohé company to find a solution to this barrier,

however,the O2 YLJI y&@ 04 SELISNASYOS Kla y2z2 SFFSOO |
thus, such factors as governmental regulations, fluctuation in currencies, etc. are

equally significant for both new and experienced exporters. Interestingly, firm
experience was the onlyirm characteristic that Kneller and Pig@011) found

significant whilefirm size, or industrjevelwere found insignificant

Finally Xie and Suli2014) mentions that irmsthat lackexperiential knowledge are
less motivated to invest heavily in foreign countries because they perceive
considerable uncertainty and have difficulties in accuratelgsessing their

competitiveness, and this mostly due to theidack of experience
91 Stageof internationalization

In their study, Neupert,Baughnand Dao(2006)examinedAmericanand Vietnamese
exportingSMESn order to seethe differencesin barriersbetweena developedand
a developingcountry. To that causethey examinedboth SMEsbasedon the initial

barriersthey facedandthe on-goingbarriersthat the ¥ A Na€&and concludedthat
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inside the samehome-country the AmericanSMEsfaced different barriersin the
beginningof their internationalizationand in their later stage of export (Neupert,
Baughnand Dao,2006) Theinitial barrierscould be overcomewith experienceand
knowledgefrom the export activity and they were indeed successfullavoidedlater
on. However,the VietnameseSMEshad the samebarriers throughout their export
development(Neupert, Baughnand Dao, 2006) The authors argue that this is a
result of havinginitial problemswith the product itself and not with the processof
exporting (Neupert,Baughnand Dao,2006) So,there wasno actualexport barrier
difference betweenthe two countries,asthe presenteddifferencesstemmedfrom

the experienceand knowledgeof eachO 2 dzy éxpdét @anager.

Other than the country difference, the different perception of barriers has been
mentionedin manystudies,asit is alreadystated, initial barriersfrom non-exporters
or new-exportersregardedmostly internal barriers,while firms that exported more
yearsmentionedexternalbarriers.Again,this is a result not directly stemmingfrom
the stage of internationalization,but from the experienceand knowledgegained

throughthe years.
2.5.3. Environmental factors

According to Leonido@2004) environmental factors can affect thexport barrier

perception in two waysfirst they can be the source of barriers in the domestic

market, like barriers associated with the government, infrastructural facilities and

logistics systems. Secondly, they can shape the obstacles origin fromgnfonarrket

situations, such as economic, political and semitiural, within the firm has to

function (Leonidou, 2004) The aforementioned baiers are affected by external
OKIy3Sazx AyOfdzRS KAIK fS@Sta 2F dzy OSNI I Ay
(Leonidou, 2004)

Regardingenvironmentalfactors, Fillis (2000)mentionsthat non-exportersfrom his
study refrain from exporting based on the view that there is enough domestic
market Accordingly 55%o0f the exportersin the study of Hynes(2010) mentioned

that & £ | @D {a viable domestic Y I NJ $adbéthe main initial reason for
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internationalizing.Thisaspectmeansthat firms at leastin those two studieswere
not motivated to export, and in the first casethe notion of an existinglucrative
market, refrain firms from internationalizing,while in the secondstudy the firms
decided to internationalize, not becauseof the general benefits of export but

becausehey considereda domesticnon-viablemarket.

Furthermore,anotherfactor that wasfound forbiddingby manyfirms in the study of
ArteagaOrtiz and FernadezOrtiz (2010) was the lack of foreign branchesof the
banksthat SMEscooperatewith in their home-country, howeverwe considerthat a
result of lackof experienceand knowledgein international markets.Fromthe same
study, firms mentionedthe lack of export specialistan international businessan the
banksthat they work with. This can underline the lack of governmentalexport
assisting/initiatingand informing prograrns, as clearly SMEdled to banksfor export

advice.

From both environmental aspectsthat were mentioned in this review, it can be
mentionedthat there seemsto be a generallackof knowledgenot only about export
opportunities and markets but also about the export profitability potential. Firms
canobviouslybe motivatedto internationalizefrom manydifferent reasonswhichis
out of the scopeof this study, but at this point it seemsrelevantto mention that
firms that are & F 2 NJX0 SriRe¢nationalize may perceive greater barriers and
uncertainty than firms that have chosento export and have carefully plannedand

createdan exportstrategy.
2.5.4. Discussioron the factors influencingexport barriers

As previously the conclusions on export barriers \passented and discusde a
small discussion with the conclusions of the aforementioned factoi$ be

presented.

To begin with, it is already mentioned that barriers alone do not have a specific
influence onthe firm internationalization.However, barries can definitely be

deterring, especially for neaxporting firms or new exporters, it was argued that
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other aspects are actually responsible for the intensity and/or significance of those

OF NNASNB® LYy &dzYYFINEBXZ GKS VYI giledpbredic® | GG A G«
FYR 1y2¢6fSR3IS 4gSNBE F2dzyR (2 LXIF& | ONARGAOI
especially in the initial stages of exporting. Knowledge and experience not only from

the side of the manager but in general were also vital aspects inethidting export

activity and the significance given to barriers. Moreover, other aspects have been
discussed as the stage of internationalization, the industry, the domestic market

condition in terms of sales, market sales but also in country specifectsgike the

technological infrastructure.

Moreover, stage of internationalization is directly associated with experience and
1y26f SRAIS 3IAFLAYSR GKNRAAK (GKS FANNYaQ I OlGA QDA
specific terms, like the firm size in terms of production capabilities for a
manufacturing firm.The perception of a good domestic market has been also found
Fa KFEI@Ay3a +y STFSOG 2y GKS TANWEEERSOAAAZY
again associated witli KS LISNOSLIiA2y 2F GKS TFTANNYaAQ YIy

their attitude in relationto risk (risktakers or riskaverse).

Lastly, country was mentioned in different studies as having an effect on the
significance of specific barriers. This factor was examined mostly as a difference
between developed and developing countixdifferences, however, the results

indicatad again that it was the managand thelack ofproduct quality responsible

for the barriers faced and not the country itselihe only effects that actually have

to do with the country aspect can be geographical. By this it is meant thédr if

example a country is located in a remote part without easy access to distribution
channelsjt will be naturallymore difficult and costly fofirms inthese counth Stéa Q

export. The other aspect that has to do with country is @& dzy § NE Qa4 (1 SOKy 2 ¢
AYFNI adNHzOGdzNBa FTyR |faz2 GKS O2dzyiNBQa 3I:
exporting. The technological infrastructure is an aspect that is a given in many
countries, ike extensive access to fast internet, but for more underdeveloped

countries this can constitute a serious problem and firms can be limited in their

export activity. For instance, if a country does not have a good internet grid through
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its geographical a@ and it is necessaryfor the firms to communicate and
document everything tlough electronicmeans; those firms will name specific
obstacles relating to technological, documentation and communication difficulties.

Of course this last argument cannot catitute a rule, as in one of the
aforementioned studies, some Chinese SMEs faced difficulties with the government,
lack of support and unfair regulations, alongside lack of a good country technological
infrastructure, but this did not deter them from exgorg. So, it can be again argued

that the managersi KS FANNX QA | GGAGdzZRS yR gAft (2

overcome these difficulties.
2.6. The Interneteffect on barriers

Final recurring theme in the literature review concerned the Internet and its effect
to internationalization barrier§Bennett 1997, Boudreau, et al. 1998, Rajendran
2015, Hamill and Gregory 1997Hs part of the literature aimed tdulfil the lack of
focus on the Internet role in the process of internationalization and the effect
towards different export barriers. Studias this topicconentrated on two types

the first category of studies resedred how the Internet in general facilitates
internationalization process and the second group concentrated gpecific type of
e-commerce, the e-marketplace and researched howthis contributes to
internationalization. Even though researchers argued tha Internet helps to
eliminate or to lower down some dhe traditionalinternationalization barriers, still
some researchers argued that the Internet may create new barriers or be one of the
reasonoftheO2 YLI y & Qa 7 linfefhadomBizatioy. 2yt Ay S

Hassouneh and Brengm&R011)usedthe Uppsala model that was plained in the

previous chapterto describethe F A NY Q& AYUGSNYF GA2yFE AT GAZ2Y
era. They argued that companie¢uson the Uppsala model due tthe Y2 RS Qa
simplicity and dynamic view of internationalizatioResearchersargued that the

Internet and internetenabled technologies speeded the process of
internationalization by providing international sales platfaand allowing firms to

gain knowledge in a faster and easier w@yassouneh ir Brengman 201I)he
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Internet gves firms an opportunity to get market knowledge througtearch
engines, moreoverwith the help ofthe Internet companies an gain not only
objective knowledge but also experiential, because the Internet provided platforms

and opportunities for companies to try to operate in a foreign market virtually.

Rajendran (2015) emphasized the need for focusing on information sysiem
especially when talking about internationalization, because the Internet provides
SMEs not onlywith strategic and operational advantagebut it also provides
opportunities to internationalize rd lower down the perception of barriers.
Pezderka and Sinkovi¢@011)stated that the Internet provides fast foreign market
entry, which takes place in a virtual world raththan in a real, thus, companies do
not need tohave equity presence in the foreign marketnd the companies can
avoid expenses related with relocation. Moreover, they argued that the Internet
based market entry is more relevant for SMEs, becauke to their scarcer
resourcesthey are more vulnerable to business failutdowever, it is argued that
SMEs can compensate those disadvantageghieystrategicuse of the Internet
(Pezderka & Sinkovics, 201Bimilarly to Pezderka and Sinkovi2611) Bennett
(1997)argued that the Internet removes geographical constraints and allows fast

and direct foreig market entry even for small@ompanies.

Hamill and Gregory1997)excluded four types of barriers which the Internet helps
to overcome: cultural, operational, organizational and product/market. In relation to
cultural barriers, Hamill and Grego{3Q97)emphasized thathe Internet helpdirms

to increase awareness and providemccess to global databasesegarding
operational barriersthe Internet simplifies documentation, paperwork and enables
easier payment systesn Furthermore,in relation to organizational barrisr the
Internet ensures low cost market research, improves knowledge in the market and
reduces dependency from traditionalgents. kally, Hamill and Gregory1997)
argued that in relation to product, due to the Intertf®¢ #dmpact on barriersit
becomes easier for companies to find the right market and to create more global

strategies based on productatie rather than countrncenteredstrategies.

73



International Master’'s Thesi s 6.June2018
Marketing Aalborg University

Similarly, some researche(Bennett, 1997; Sasi & Arenius, 2015; Xu, et al., 2012)
found that the Internet minimizethe perception ofpsychicdistance (e.g. foreign
language, knowledge, culture, etc.) barri®vhile the barrier of psychidistance was

still apparent in onlinenternationalization, companies had more knowledge and
capabilities to reduce it. For example, Xu et(aD12) in their study argued that
language and psychic difference is one of the main barriers towards
internationaliation, but since the primary language of the Internet is English, it
becomes easier for companies to communicate with partners and potential clients.
Furthermore, they suggested that it becomeasier for firms to translate their
content due tothe existerce of various translatingoftware Yamin and Sinkovics
(2006)in their research also studied online internationalizataonrd the way it affects
psychicRA &Gl yOSd® ¢KSANI FAYRAy3Ia O2TthaN¥SR 20|
online internationalizationdwers the perception of psychidistance. They stated
that experience and knowledge gained throughcammerce is more easily
transferable to other markets, compared to nkat-specific knowledge gained
through traditional internationalization. Thus, it gives companies confidence and

ability to deal with cultural barriers.

Moreover, Benneti(1997)argued hat cultural barriers are not sinportant for the
company, becausthe companycommunicate with all the markets in the world at
the same time, despite of economipsychicor commercial differences. From the
other hand, some researchers argued that the fact that companies in online
internationalization may perceive cultural barrgeas less significant or in some cases
evendisregard it, can also bring negative impact for companieshédle negative
aspects of the Internet on internationalization barriers will be discussedéparate

section

From the literature it is clear thathe Internet substantially contributes to SMEs
internationalization,as it offers lowcost and easier reach of foreign marké&asi &
Arenius, 2015; Xu, et al., 2012) relation to costeduction, Sasi and Arenig2015)
emphasized that the Internet removes expenses related with distribution and

transport. However, their research was limited to service products that do not have
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tangible attributes, yet, cost of transportation #ill relevant for companies that

offer physical products. Meanwhile, Hamill and Greg997)in relation to cost
reduction with the Internet emphasized that company saves costs through more
efficient electronic market researches and electronic communication that helps to
improve the profitability of export. Xu et a[2012) emphasized that customer
service based on the Internet is also less expensive, because customers can order
FYR GNI O]l GKSANI 2NRSNE 2dziaARS 2F O2YLJI yAS
for the company. Moreover, online catalogues with protiieliminates distribution

and printing costs. From thist is clear that the Internet can also serve as a
marketing channel, allowing companies to enhance the reach of cligtamill &
Gregory, 1997)This especially is mlant for SMEs, because they can advertise
globally without experiencing high cogBennett, 1997)

Similarly, several authors argued that the Internet enhances communication

between buyer and seller, thus, it minimizes tharter of difficulty in making a

contact with import country(Stockdale and Standing 2004, Hamill and Gregory

1997) As Hamill and Gregoil1997, p. 13)stated, the Internet carésubstantially

improve communications with actual and potential customers, suppliers and partners

abroad; generate a wealth of information on market trends and developments

2N R6ARST IyR 2y GKS flrdSad GSOKyz2tz23& |y

Bennett (1997)in his study compared companies that used the Internet to export
and those that did not. His research indicated ttie significant difference between
companies that had webpage and those that did ,nathere tha companies
exporting with the help of the Internet were less worried about the lack of
knowledge in a foreign market, moreover, export expenditures and cultural barriers
did not play as significant role. It can be argued that since the Internet provadgs v
amount of informationand knowledgehat is easily transferable Ib&een different
markets, companies feel moreonfident and secure that evemvhen lacking
knowledge in foreign market theywill manage to find relevant information or to

transfer existhng knowledge tothe new markes. Thus, eventhe company
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experiences certain barriers, it feels more certain and secure while exporting with

the help of the Internet.

Stockdale and Standin@004)and Pezderka and Sinkos (2011)emphasized that

the Internet offers speed and flexibility, thus, SMEs size enables them to be more
adaptable and responsive to changes in the market than big companies. Moreover,
various studies showed that the térnet not only helpcompaniesto overcome
export barriers but also to gain competitive advantage on an international scale

(Bennett 1997, Rajendran 2015, Stockdale ir Standing 2004)

All in all, from the terature review on the Internet effect on internationalization
barriers it is clear that the Internet contributes to faster and easie
internationalization. Most of theresearchers emphasized that the témet
eliminates or lowers barrieras lack of knowledge on the market, difficulty to make a
contact with foreign market customers or paers and perception of psychic
distance Finally, those companies that use the Internet for internationalization can
gain competitiveadvantage; wherethis especially applies for SMEs, because due to

their smallersize they can be faster in adapting to changing market
2.6.1. The Internet and emarketplace

As mentioned before, in connection with the Internet and its role in elimination of
internationalization larriers, one of the main subthemes wasrarketplace and its
contribution to internationalization. Starting from 2Icentury, researcérs started

to pay more attention andstudy the spedfic attribute of the Internet, e-
marketplace that provides new oppdunities for businesses(Stockdale and
Standing 2004, Lendle, et al. 201®Bhis theme evolved from traditional studies on
internationalization barriers elimination dyarrier reduction through intermediaries.
Research that studied traditional intermediaries argued that internationalization
through intermediaries give® the company a lowisk marketentry; however,the
company trades it for lower control of business activities. However, since the
establishmenwf the Internet, new kind of intermediaries appeardifferentto the

traditional inteemediaries that serve as middleme emarketplaces provide
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companieswith platforms with extensive databasewhere they can easily get

contacts and communicate with pars(Cho & Tansuhaj, 2013)

Researchers argued thatrearketplace offered firms anew kind of competition
(Stockdale and Standing 2004)hus, smaller firms were forced go to electronic
environment in order to retain trade partners, meanwhile, other firms seeked to
enhance their business and extend markets by exporting not only to traditional
customer bass (Stockdale and Standing 200Regarchers argued that for SMEs
that have limited resourcese-marketplaces which support financial services can

bring great value.

Lendle et al(2016)stated that the main benefit of the Internet is to reduce search
cost, in ths sense; anarketplaces providglatforms that matchbuyers and sellers
together andfacilitate easier communication between both parties. Lendle et al.
(2016)studied the effect of geographical distanaed comparedthe perception of
distance on eBay anthe total international trade flows. Their results showed that

distance effect on eBay was around 65% smaller compared to traditional exporting.

Cho and TansuhgP013)argued that internationalization through-marketplaces

has its own benefits. They argue thatintermediaries help SMEs to reduce

transaction costs, because even though@mmerce facilitates informatimsearch, it

still remains timeconsuming and costl\pecause the Internet provides large amount

of information and it takesmuch time to analysethe information quickly and

F OO0dzNY G St eéad Ly | RRA9M)kegeyrch ingicatddktitatiobe of tBey Yy S (i (1 Q &
main reason whyompanies did not have wglage presencewas that a company

webd AGS g2dxd R 0S5 ai22 SEnSketlacs Sauld Be2aNJ G KSY @
solution for such companies, because it provigéstforms that donot require high

costsand is easy to operate.

From tre discussedtudies it is clear that emarketplace offersimilar advantages as
traditional cross border .eommerce. However, in addition tdéhe previously
mentioned effect on barriers,-earketplace offer readyplatforms. Thismeans that

firms are no loger required to have theiown resourcesas theycan use ready
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solutions and existing databases with alreaglythered contacts from buyers or
potential partners. Thus, through-@mmerce even companies with limited

resources and no knowledge can easily internationalize to other markets.
2.6.2. Criticism on the Internet as an internationalization barriers eliminator

As mentionedbefore, despite althe positive attributes and effects related with the
Internet and its contribution to internationalization, some researchers argued that
the Internet not always reduces barriers, on contrary; it can become a barrier itself
(Moen, et al., 2008)In the research conducted by Moen et &008) where they
researched Norwegian and Danish SMEs they did notdipdsitive relationship
between information and commmication technologies usage for sales an&k S  F A Nl Q&
development of anew market. Moen et al(2008) supported the view that the
Internet helpsfirms to acquire knowledge and develop new relationships, however,

if the Internet is used for sales as the only source, it can have a negative effect,
because fac¢o-face interaction is vital for trust and commitment establishment.
Those findings were compatible with Benfefil997) where he found that one of

the reasons for firms not to use the Internet fanternationalization was the

O 2 Y LJ pekie thdd personal contact is more important. Thuscan be argued

that even thoughthe Internet helpsfirms in makingcontacs with foreign markes

and communicate with potential partners and clients, stithe traditional
communication has its own benefits, because it contributes to building trust and

commitment.

Similarly, Yamin and Sinkovi@006)argued that those firms that engage in online
internationalization, may get intthe & @A NIi dzl, tvihich & théaNISLKD S LIG A 2y 0 &
the internationalizing firm that the learning generated through virtual interactions

obviates the need for leaing about the target market through ne@@A NIi dzl £ Y S| y aé
(Yamin & Sinkovics, 2006, p. 340hey argued that due to the fact that the Internet

may loverthe perception of psychicdifferences betweenthe different makets,

accordingly this can create barriers for the firm, because it preventse company

from learning important differencesxisting between markets. Also, companmeay
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become too confident abduthe knowledge it has about market and fail to adapt

to main differences of the foreign markset

Petersen et al. (2002) emphasized another critical aspect ofhet online
internationalization, which is thaigher visibility to foreign partners and custers.
While this could be considered as an advantagghigher visibility may facilitate
faster expansion, Petersef2002) emphasized that it also contributes ® higher
amount of unsolicited orders. Thus, foreign expansimay be faster tharthe
company has been expectingor intended and instead ofa controlled and
strategically planned expansipih could becomea chaotic and uncontrolled market

entry.

In relation to criticism that the Internet does not solve internationalization barriers,
Hamill and Gregor{1997)agreed that the Internet cannot offean ultimate solution

to solve barriers related to internationalizah, however, if it is used correctly it can
become a great tool to overcome the main barriers and contribute to faster
internationalization. Thus, Hamill and Greg¢t@97)propose that experience is an
important factorthat plays a role in relation to whether company will successfully
manage to overcome internationalization barriers. Similarly to that, Ben{i€®7)
research showed that anof the main aspects why companms not inplement the
Internet in thar process ofexport was lack of IT and knehow skills andalso the
belief thata possible wepage operation is difficult. However, in their research they
did not take into consideration exporting throughnearketplace that can offer
ready platforms andrequire less knowledge and skills acould possibly providea

viablesolution for companies that have limited resources.

Additionally, Pezderka and Sinkovic§2011) examined electronic risks and
categorized three types of risks that are relevant foic@nmerce companies:
traditional, operational and online risks. They argued that while f@mommerce
companies perceive operational and online risks as more significant than traditional
risks, however companies can identify those risks more easily comparethéo

traditional, becausethe traditional risks may appear after several yeao$
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internationalization activities. Thus, the company niaydirectly involved in high
risks and barriers thathey cannot tackle given lack of experience and knowledge.
Moreover, Pezderka and Sinkovig&)11)emphasisedhe significace of online risks
that companiesieed tofacewhile doing cross border-eommerce. They argued that
sin@ e.commerce companies perceive online related risks as more relevant, it helps
companies to control those risks. Moreover, even though online crimes are still
apparent and cause inconvenierscefor companies, new technologies are
continuously developed tgrotect online companies and to controhany online

risks.

Finally, researchers that studied barriers related to the clomsler ecommerce
admitted that factors as experience or managjecanplay an important role towards

the effectsof the barriers(Pezderka & Sinkovics, 2018)oreover, some researchers
argued that the Internet may not be suitable for certain types of products, nature of
businesses and industrief{Pezderka & Sinkovics, 201Ba example, Yamin and
Sinkovics(2006)F NAdzSR (G KF G GKS Ll2aairoArAtAde 27
products, because all value chain activities take place online, thus, companies
may find it unnecessary toesearch other market aspects thatay be relevant
Meanwhile, for products that are not digital, companies are learning from different
channels andthe online experience is complemented by other operational

experiences.

Interestingly many researchergound experience to bean important factor in
explaining online exporting arttie successful expansiasf firmsto foreign markets.
C2NJ SEI YLX @7)stuflyywhé&i tie @@mpared companies that utilized
online exporing and those that used traditional ways to export, showed that on
average online exporters had almost twice less experience as traditional exporters
(i.e. a quarter of online exporters in their study were exporting for less than three
years). Pezderka arsinkovicg2011)argued thatmanagerswho have less years of
experience, try to compensate it through online internationalization. However, many
companies faibnline because they underestimate the importance of internatd

experience. Pezderka and SinkoWi611)also argued that companies with more
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years of experience are more likely to choose physical modes of market Agan,
this is connected witlthe Uppsala model, wherexperience influencgthe choice of
market entry.Onthe other hand, companies with less years of experience tend to be
more successful in online internationalization, because they are more committed to

it.

From the literature on the Internet effect on mtationalization barriersit is clear

that researchers focused on the two aspects of the Internet: negative and positive.
The najority of papersanalysedthe positive effects of the Internet towards
internationdization and more specifically oexport. Fbwever, some researchers
indicated that the Internet might have negative effetbwards internationalization

or even crate new barriers for the firms

It is clear that many firms despite the lying potential of exporting through the
Internet or through emarketplaceschoose to export thragh traditional channels.
Neverthelessthere is a lack of literature oexplainingwhy there arestill many SMEs

that choose touse traditional export channel®r not to export at all, instead of
expanding their busined® other countries. From the literaturet is clear that not
sufficient organizational resources are no longer a problem for firms, because they
can export through anarketplaces, which lowehe perception ofpsychicdistance
between countries and elimate other barriers such as difficulties to make first
contact, insufficient knowledge, etc. Yet, it still remains unclear why many SMEs do

not consider crosborder ecommerce an option for their business activities.

Finally, the findings of the risks mived in internetenabled internationalization can
be seen irFgure5 below, in terms of differences between an owned web shop and

through an e-marketplace
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Internationalization

Main Risks Main Risks
9 Underestimation of N
barriers 1 Herce competltlon
f  Over-reliance on the f Lackof gaining
internet experience and
knowledge

Lack of real relationships
Misconception regarding
cultural differences

1 Possible high selling costs
Underestimation of
barriers

= =4

Figure5: Own creation of the differences inrisks

2.7. Discussion

Asit was discussed in thlgerature review, barriers to internationalization exist and
are relevant for all firms and in all the different stages of internationalization.
However, their intensity, perception and effect differ based on manyeusfit
aspects. Firms were founid experience and perceive different barriers based on
their knowledge, experience, industry, country, exporting activity, product type and
manager perception and abilitiesSo, there are many factors that influence the
barrier effect and realization. It was pgrent that nonexporters and new exporters
perceive more internal barriers than more experienced exportefso experienced
more external barriers. To that caysé was mentioned that knowledge and
experience on tading the different barriers warerucial. Moreover, the decision to
internationalize seems to be affected by different aspects, mostly the condition of
GKS R2YSa0AO0 YINQI SO FYyR GKS YIylFI3aSNAQk26Y
export or in general, of the global expansido matter how and \wich barriers,
there are many firms that simply do not want to risk it and be comforted with such
barriers so they choose not to internationalize. Based on that argument, there has
been another stream of literature arguing that especially for smallers les
experienced firms with a resource deficiency; an interapabled
internationalization may be the solution. However, the specific literature on that

aspect is rather scarce and no significant conclusions can be made.
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From thelnternet internationalization part of the literature, many different aspects
GKFG OFy KIFI@S | aLISOAFTAO Ay T dzSeyab&l 2y
internationalization remain unanswered. As it was mentioned befdregernet
internationalization remains mostly unexplored, with most of the studies existing
being at their vast majority conceptual and the studies offering empirical data being
divided and controversial at many cases. For instance, while internet
internationalizaion was said that can eliminate transportation and distribution
barriers, this was only true for the examined firms which were service firms. So, it
can be assumed that industry and type of product will in this case have a specific
influence of the barrieperception and/or intensity. Moreover, it was argued that
firms will get easier and less costly access to foreign markets without the need and
the expenses of relocation, however, there is no evidence about the cost of being a
part of an electronic mark@lace and how this cost can affect the selling cost that

the firm will have to face.

Also, there is no evidence regarding standard or differentiated products sold through
e-marketplaces. This aspect is considered important by the authors of this study, as
firms selling online standard/undifferentiated products can be considered facing
more fierce competition and price wars from other bigger firms, which probably can
have economies of scale. So, again the experience and knowledge matter in the

online contex, but also the product adaptation and standardization.

Additionally, it can be argued thdhternet internationalization can have specific
benefits, whichcan be completely different based on the type of firm, industry and
products. For instance, a smdifm that sells online through an-marketplace a
highly differentiated product can have more sales than through an owned web shop,
as the differences and the niche product that they are selling will be directly evident
to the eyes of the consumers. In thease, a small firm that does not have a well
known brand name but has a unique product, instead of facing fierce competition
online, it may actually do more sales and become known faster and more easily than
by operating its own web shop. However, a fitihat sells standard products, like a

retailer, if sells online through-marketplace platforms will probably face direct
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competition. Given that when customers search for a specific produegoay, e.g.

a shampoo, a vast numbef brands and products Wiappear and the customeriiv
have to choose between manynostly similar products. Especially nowadays with
the vast expansion gbrice comparison websitesa customer can compare online
products and prices and go for timgghestvalue for money optionSo, in the case of
a more standard product the selection of selling througmarketplaces may not be

viable for small SMEs.

Finally, the last presented comments were just created in order to demonstrate how

many different aspects can possibly exist whBhA & Odza a Ay 3 | TANNAQ
internationalizing, or possible reasons why many firms do not select internet as an
internationalization path. Lastly, those comments based on our assumptions can also

highlight how scarce the internetnabled internationalizigon literature is.

Furthermore, It was possible to create a small indication of the relevant barriers
identified in the two different types of internationalization, traditional export and

Internet export. The findings can be seen in thgure 6 below:

Internationalization

Main Barriers Main Barriers

T Informational /
resources/ marketing
Legislation, financing,
culture

1 Internet knowledge
9 Technology availability q
T Internet skills

Figure6: Differences in barrierwn creation)

To end with it should be mentioned as a general comment on this chapter that
especially about industry there is a noteworthy lack of evidence about the different
barriers or perceived barriers that firms rcaface in regard to their industry.

Specifically, as it was also mentioned before, the vast amount of export barrier
literature focused on the manufacturing sector, while only two studies were focusing

on retailers and other two on service firms. Other mh¢he industry, there is a
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phenomenal same way of the researchevay of study the industry. By that it is
meant that most of the studies were conducted in a quantitative \(&§), veryfew

in a qualitative(7) way,someby the means of mixed method®) and also enough
studies were conceptual (9This aspect may have an effect on the depth that these
studies could reach and accordingly, thenay stillbe different aspects, barriers and

factors that could not be documented thanks to this method of anslys

Therefore it can be argued that this project aims to fill a gap in the SME retailing
sector combined with the aspect dhternet internationalization, in a qualitative
way. The authors believe that the retailing sector is a very important and big one
especially among SMEs, and therefore it will be interesting to offeffitttengs of

the experience to export bynternet means,from retailers and the barriers that they
perceived and faced and compare them with the traditional barrierat thre
documerted in this study. This will result in @&tber understanding of whiclbarriers

are different oninternet exporting, and if any barriers werdiminated and if it was
indeed easier for the SMEs to choose that path to internationalization. This research
will try to shed some light on the interne&nabled internationalization and its
differences with the traditional (in terms of barriers) andaaiswill offer an intuitive
discussion based on the retailing sector. This research, therefore, will assist in
further separating the role of industry and product tydeut also the possible effect
2T (GKS YI yI 35S NEIn@RrmetLiddatdnalirdich,yas thédre is no
documentation about this aspedh the internationalization of SMEsnd argue

about the advatages and/or disadvantages bifternet internationalization.
2.8. Conceptual Framework

The last section of this chapter will present the concepftamework (Figure 7)of
this study, by presenting the most predominant barriers identified in the traditional
export internationalization, with regard tthose, whichthe Internet is said to have
an eliminating effect on. With this framework, this studyllwontinuein adding in

this literature gaps andriticizingon the Internet effect.
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Figure 7Representation of the Internet effect on internationalization barrigyan creation)

This framework shows the relationship between differentinternationalization
barriers and thelnternet effecton them As it is clear from this frameworkhe
literature suggests that the Internet helps to reduce barriers related to lack of
information, cultural distance, alswontributes to reduction of cds and, in genera,
facilitatesa faster market entry. However, at the sartieme, the Internet was found

to be associated with specific online riskwus, it remains uncledirthe internet has

in practice a positive effect on the specific traditional expwarriersand thus if it

can constitute a promising alternative for SME internationalization.
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3 METHODOLOGY

The purpose of this chapter is to presém methodological considerati@and the
paradigmatic position of this studylhis &apter will beginwith the philosophical
approach considerations, whichill be followed by the choice of research approach.
Afterwards the research design Wwibe presented with arguments dhe choice of
research design anthe process of research selection. Then, aplamation of the
methods of data collection and process of data analysis will follow. Finlady,
chapter will end with the description of steps that were followed in order to ensure

the quality of the findings.
3.1. Choice of Philosophical Approach

As trere are many different ways for someone to understand the world and the
different phenomenaaroundit, the specificepistemology and methodology chosen

is a great indicator of where someone stands. In research, it is common that the
choice of the researt question, research desigand methods of collecting and
analysinghe data may guide the researcher to understand specific phenomena and
develop theoryWelchet al.,, 2011)

One of the critical decisions of an academic study is the philosophical tradition in
which the reseech is situated. Every research relies oartain philosophical
assumptions(Hammersley, 2011)These philosophical assumptions are named
differently over the years, including worldviewgCreswell, 2014) ultimate
presumptions(Arbnor and Bjerke, 2009philosophical assumption@. D. Myers,
2009)or paradigmgKuhn, 1996)Philosophical assumptions influence all the choices
that are made in the project, for instandeinfluences the choice ofthe research
guestion,the selection of research design and guides process oflata collection

and analysigArbnor and Bjerke, 2009)t is argued thatresearchers, who follow
different worldviews suggest diffeent fundamentals for knowledge and values
about the social world. In every field of research there are certain agreements on

what phenomenon will be studied, how the research question will be answered,
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what methods of data collection will be used and htive findings of research will

be interpreted. Therefore, the choice of methods, data amel form of reporting are
influenced by these values and assumptiori&uada, 2010) Consequently, it is
important to engage in these philosophical discussions and state the main
assumptions of this project. Whehe researchers are studying certain phenomena,
they need to consider the commorunderstanding of the phenomenon under
examination, the questions that are suitable to ask, how the approach to answering
the research questions should be structuraxd how the conclusions should be

interpreted (Kuhn, 1996; Kuada, 2010)

The phenomenon under investigation in this project is the exploration on the

aspects barriers and factorsyhich may prevenor ONB | §1S RAFTTFA Odzf G A Sa
process of internationalization, as well as, thimternetQ a NR f S AY { ac¢
internationalization.The contextof this studywill be limitedto Denmark, with the

introduction of a specific case study, where there will be adapth exploration on

the specific aspects thatcreateddifficulties for the specific firm The basic
FaddzYLliAzya GKFG GKAA LINRP2SOG0 dzyRSNIil 1 Sa
internationalization. Subsequently, this studiscusses the difficulties in
internationalizing both in the type of traditional export and interrertabled
internationalization, but also the perceived difficulties that rAiaternationalizing

FANXE& | adadzyYS Ay (KAA LINRPOSaaod ! 4LISOGa Ayah
control will be discussed, as well @dse FANX & Q LISNOSLIWGA2Y 2F &L
barriers and their role osignificance in realizing and/or facing these difficulties. As

all these aspects can be both subjective and objectivenature the study will

include asynthesis of studies by both objective and subjective research methods, in

order to ensure the validity and objectivity of the study, as far as this is achievable,

as well as, that the discussiamd findings of this study were based on a

representative vlume of literature.

Out of many different philosophical assumptions, this study is considered to have a
critical realism approach, which isrelatively new approach but already

acknowledged H» many researchershis approach is believed to be suitalilemany
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fields of studies, including marketin@Easton, 2000)and international business
(Morais, 2011) Critical realism is a pepbsitivist approachwithin social sciences
which issituated between positivism and constructivig@uba, 1990; Sayer, 1992;
Kwan and Tsang, 2001} is mentioned that critical realism is a common form of
post-positivism, which makes it apparett mention some aspects of post
positivists. Postpositivistsreject the idea that any individual can see the world
perfectly as it really is. It is argd that all individualsare biased andthat all our
observations are affected (theotgden)(Trochim, Donnelly and Arora, 201@hus,
objectivity is not the characteristic of an individual; it is inherently a social
phenomenon. It is also argued thatbjectivity canmt be perfectly achievedyut can

be approached (Trochim, Donnelly and Arora, 2016Jhe best way for the
researchers to improve objectivity of whadhey dq is to do it within the context of a
broader debatable community of truthseekers (including other scientists), who
criticize each other's workTrochim, Donnelly and Arora, 201&urthermore,a
critical realist believes that there is a reality independent of our thinking alitput
that science can study. The pgsbsitivist critical realist recognizes that all
observation includes errors and thall theory is revisable. In other words, the

critical realist igritical of the ability to know the reality with certainty.

There are manyeasons whyhe critical realism approach is founid be suitable for
this project To begin with, it offers a good approach on studying
internationalization barriersas it potentially allows researchers to build explanatory
theories, by moving frondaci 2 N2 & | éxpeiaimes id theefpirical domain of
reality to the postulation of plausiblstructures of entities and respective causal
mechanisms in the real domainMorais, 2011) Seconty, critical realism was
chosen because of its interpretive dimension inclusion to the s{@&dyer, 2000)As
mentioned before, this study seeks to explore theernationalization barriers that
SMEs perceive or experience and also to examine the notion that intemagtled
internationalization is easier for SMEs and can eliminate spesifiects that may
create difficulties in the traditional internationalization process. Therefore, different

aspects like traditional barriers, managers, product type, industry, culture, country,
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FYR Y2NB &4dzo2SOGA@BS | aLISO0 aimdefshoul® beYl y I 3SN.
taken into consideration in this studyhus, it ismportant to choose a philosophical

approach that would take intoonsideration human aspects, managiperception,

and experienceas this research wante explore howfirms (so, mangers),perceive

barriers related to the Interneenabled internationalization.

Regarding the ontological implications of this study, which explains how the
assumptions of the reality or o the structure of the world is being created,
critical realism assumes that there is an objective world, which exists independently
of our knowledge of it(Sayer, 2000)This objective world can never be fully
understood, because it is influenced by many unobablestructures that can be
only partiallyunderstood(Guba, 1990)Thus, accordingp critical realism, reality and
social phenomena exists not only in the mind, but also in téal world. For
example, critical realism acknowledges that difficultiesitbernationalization exist
and act independently athe firmsCknowing and/or ackneledging their existence
and effect. Thishas important implicationsfor what difficulties firms expect when
initiating internationalization, how well they are prepared to tackle those difficulties,

what difficulties they will face and in what degree.

In relation to epistemology, which describes the nature of how individuals have the
knowledge about the reality, critical realismssumes a realist/interpretivist
epistemology(Easton, 2010)Critical realists argue that understanding tlvettat we
know about reality is built from our perspectivesid worldviews. In relation to this
study, the critical realist epistemology has a number of importamplications on
how the study was designed awdnducted. In general, the ambition in this study
was to follow a research process that can be charaadriby objectivity and
neutrality, when examining what firms perceive as barriers in their
internationalization development, whahey experience, if these barriers/difficulties
are realized only in relation tgpecificfactors or circumstancesand if inernet
internationalization can be a viable alternative for SMEs, while acknowledging that

complete objectivitvand neutrality is unfeasible.
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Finally, critical realism seeks to explain rather than predict or describe and this goes
together with thisNB & S I pNdDd$eQad explaining, why Danish SMEs do not etiliz

the potential of the Internetenabled internationalization. According to Wynn and

Williams (2012) the ambition in criticatealism is tod & LISOAF& | YR RSaONA

elements ofreality which must exist in order for the events and experiences under
examnationi 2 Kl @S .12 @l@tideNdBiRstudy, this implies that in order to
effectively examine the differerttarriers that may exist in an internationalization
process, many different aspects should be taken into consideration. For instance,
there is not only the lack of financial or human resources that may prohibit the firm
FNRY AYAGAFGAY3T AYOISNYLFGA2YFEATLFGARZY X
perception about internationalization or even their perception about the significance
of internationalizing,and how impenetrablean be the character of those barriers.
This will accordingly allow this research to describe the specific aspects of reality
that must exist or not exist; in order internationalization can be a viable choice for

firms.
3.2. Research Approach

While designing the study, researcheen choose between three types of research
approaches: qualitative, quantitative or mixed research approaeshich is the
combination of those two methods(Creswell, 2014)The decision regardinthe
most appropriateresearchapproach should be based upon the purpose of the
research (Silverman, 2013) because differenapproaches are used to answer
different types of reseach questions. Usuallyquantitative methods are more
appropriate when the purposef the research is to test objective theori€@Bryman

& Bell, 2015)while qualitative research is more appropriate when the research goal
is to explore and understand the meanitigat the individual assign to social or
human problemgMyers, 2009) Specifically, quantitative methods, like surveys and
experiments, concentrate on aspecthat can be measured. Thefore, it can be
argued thatquantitative methods involvecollecting and analysing obji@ee data,
which can be transferrednto statistics. On the other hand, qualitative methods,

such as interviews, focus groups, and observations, aim to gain a deeper
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understanding by concentratingn the perceptions of people involvé@Ghauri, P. N.,

3 DNDZ K| dehally, a mixed inethods approach is a combination of both
guantitative and qualitative research, where one of th&rused as the base of the
research and the other ree as reinforcing the findings in order to achieve

triangulation.

This & (i dzRésénich purpose ido explore why SMEs are not engaging in
internationalization in the fornof crossborder ecommerce, which is related with
the perceied or actual barriershiat firms face.For this purpose, this research

adopted the qualitative approach as it was believed that it will fulfil these purposes.

By winga qualitative research methadhis studywill havea number of benefits,
starting fromits contributionto the scarceexistingstudies on the Internebased
internationalization As it was identified by the literature revietihere was adck of
empirical researctstudies, as the vast majority comprised of conceptual papers,
while, from the available bibliographythere waseven fewer studies that used

gualitative research methods.

Moreover, the qualitative methodwas found to be the most suitable for this study

because it offers rich and descriptvjey 2 6t SRAFRRFA RMzZI f Q&4 LISNID
attitudes, beliefsyiews and feelings, and the meaning and interpretations given to
SPSyiGa | (uRan & Khngda20£2, p. 238Yhen studying a topic like ours, it

is important to take into consideration all the aspeatsd actors imolved in the

decisions ofif KS FTANN QA AYUSNYFGA2Y I E T OGAQGAGED |
should opt for internationalization based on the great bersefitvolved, there was a

need ofa study that can see outsidd the pure quantitative aspectsnd go deeper

on the phenomenon. A ugplitative research wilthus provide a great depth of
understanding of tk issuegelated to the Internetenabled internationalization of

Danish SMEs. Moreover, it will provide a broaded deeper database of aspects

that contributeor affect internationalization through the Internet for Danish

companie§Gordon & Langmaid, 1988)
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Lastly, a galitative method involves research meal life and currently occurring
situation, thus, it allowshe researcher to feel wy close to the situationsee and
understand thecontextin which the firm operategMyers, 2009; Julian & Ahmed,

2012) As Doz(2011, p. 583)argued oQualitative research is uniquely suited to

G2LISYyAy3a GKS o6t 01 o02Eé 2F 2NHIYATFGA2Yy I f

AYRADGARIZ & FyYyR 02ttt S8S00ABS 2NBI yATRUSR I OlAz2y

gualitative method also help® explain why Danish SMEs desiitie lying potential

of the Interng-enabled internationalizatiorrefrain from it.
3.3. Selection of Research Design

Researchers argue that tloloice of the research design is one of the most
important and critical in dlacademic researchdmcause it influences the collection
and analysis of the datdCreswell, 2014)Research design provides certain
framework thatensures the reach of reliable conclusions. In simple words, research
designis a plan that helps to ensure that at the end evidence would address the

initial research questiofYin, 2009)

There are number of possibtesearchdesigns (e.g. experimental, longitudinal,
crosssectional, case study) that have different advantages and disadvan{@ges
Vaus, 2011)Every research design is appropriatedifferent situations, for this
reason, cartul consideration has to be taken upon decision @search design. For
example, Yin(2009) suggest three considerations that will guide to appropriate
research design: (1) the type of research question posed, (2) the extemintriot

and accesshat the researchehas over actual behaviour and events, and (3) the
degree of focus on contemporary versus historical events. Finally, after those
considerations and academic requiremerttse case study design was chosen as the
most sutable for this researchCase studies are knowto explore one or more

phenomena, as they takglace in realife context. In other words, case study

research focuses on utilizirgnpirical evidencecollected fromda NS £  LIS2 L) S

7

contemporary realife organizationstomaké y 2 NRA IAY I f O2y (i NRA 6 dzi A 2
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(Myers, 2009)A case study desiga widely used in qualitative research because of

their potential to generate novel theoretical insighi#/elchet al,, 2011)

I &SR 2y (200% Fopqsddygalde, the case study is suitable when (1) the
NBaSHNOK ljdzS§aiAz2y | yas S NEhan Kergséarcheyhls & 6 K & ¢

no control over events, and (8)henthe study focuses on contemporary issues.

Accordingly, a mentioned before, thisesearch aimgo answer the questionwhy
Danish SMEs do not fully utilize the potential of the In&tranabled
internationalization, while other sufuestiors wereraisedin order to understand
how different determinantscan influence the significance fothese barriers. In
relation to the extent of control and access to the event, for the phenomenon that is
studied in this researchthe researches haveno control. Lastly, this research
focuseson a contemporaryissue becauseonline internationalizationis a phenomen

on that is currentlyon going and having big gap in the literature.

The case study approach is a very popular and widely used research design in
business researclEisenhardt and Graebner, 200&And some of the bestnown

studies in business anthanagement research are based on this design.

Moreover, qualitative data collection in the form of case study, we believe, will be

more appropriate in going deepém the ¥ A Ny a4 Q  LaSdNaRp@rielicas2with

internet enabledinternationalization,in order to understandthe underlying assum

ptions connected with thesuccess of the firm and also with the reasons why other

firms do rot use crossorder ecommerce.Moreover, with a research question like

ours there is a need foa more unstructured design in order to have freedom of

exploiing possibleother factors2 NJ @F NAF 6t S& FyR FANXYWa OK2J
connection withthe barriers facedas theexisting literature is still ongoing and for

the time being scarce, with mostltudies mentioningthe internet as a tool for

eliminating traditional export barriersand therefore probably not alfactors or

internet-created barrierdave been identified or are efficiently examined.
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Fnally, Easton(2010) argued that case studies are well suited with the critical
realism approach. Because, as mentioned before, one of the godlsedritical
realists is to explain how undenhg mechanisms affediehaviour, which is the goal
of this study, as it concenttas on the barriers and their effedowards SMEs

internationalization.
3.3.1. Selection of the Case

An important decision towards the selection of casesuded in the research fgst;

the decision of hownany cases will be included in the study tlasy canvaryfrom

one case study to multiple casé€¥in, 2009) Even though, there is no correct and
agreed number of how many cases one shaotdude in the study, some
researcherargue that multiple cases give more robust aedable theory and,
consequently, findings becomeore compellingYin, 2009)Onethe other hand,a

single case study allows-depth study of the phenomenon that is happening in a
real life and helps to create a higjuality theory (Dyer, et al., 1991)After some
considerations, for this study it was decided to use single case study as researchers

seek to gain a deep and thorough understanding of the studied phenomenon.

While selecting companiedigiblefor this study, criterion samplingas usedwhich
is a set of predeirminedcharacteristic§Patton, 2002) First of all, firm$iad to be
from Denmark and also located in Denmariyhich was selected becaus# the
paradox statistics presented in the introductiontbfs study, as well as, it woulak
more feasible for the researchers to conduct tlesearch, as Denmark is our country

of residence.

Second criterionfor the selection of theappropriate firm was thatit had to be
classified asan SME SMEswere chosen due to their higinternational activity
worldwide and due to their contribution in the global economyloreover, the
literature reviewhighlighted the research interest on SMEs and the lagktefnet-
enabled internationalization research on SMEs, which underlines the need for such a
research.Even though there is no single definition of SMEs, majority of researchers

define SMEs based on their size. Again, numbers differ between different
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reseachers, but this research followed the standard EU classification where SMEs

are described as companies with less than 250 employees.

Other criteria used in the selection of the firm were being in te&ail industry,
because literature review identified gap of focus on this industry. The vastjamity
of literature on internetinternationalization focused on manufacturing companies.
Thus the existing studies indicateraimber of barriergelated to producinghat are
irrelevant for other firm types, wich also means that there are possibly other

industry specific barriers and/or factors that remain undetected.

Moreover, this research wasnited only to B2Ccompanies Similarly, this criterion

was set to reduce the scope of the research and it came from the literature review
as it was noticed a lack of literature concentrating on companies operating on B2C
field. Moreover, the authors of this project are making the asgtion that the
internet is supposed to bring in direct communication the company with the
customer and thus facilitate easy and fast electronic transactions. So, in combination
with the retailing industry that this study wants to focus on, the B2C corde&tns

appropriate and relevant.

As we were interested in barriers experienced related to digital internationalization,
SMEshad to currently facilitate ecommerce in Denmark. Moreover, as we
identified from the literature review that various firm characistics may play a role
towards the perception of barriersignificance, such as the number of years of
international experience, we alsopted for firms based on whether they have
experience in &éommerce exportMoreover, by examining a firm with a creat e
commerce presence, we would be able to get insights regarding the initial and the
on-going barriers they face and also to see if the internet has indeed eliminated the
indicated barriers.Thus, it was not compulsory for the choséinms to have

international presence, but it was one of the considerations while choosing the case.

Finally, in addition to criterion sampling, convenience sampling was used to identify
the suitable case study. Convenience sampling is selectiarsobject based on its

accesibility, ease and speed, thus, convenience sampling often saves time and
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money (Polit & Beck, 2004)or this study, convenience sampling was used to find
the right company tostudy for the research, thugjifferent firms were contacted
gAOKAY (KS NBa&aSdnwiekce SamplingyfsSiies @ititized for its bias
and not being representative, however, for this study convenience sampling was
used as an additional tool to criterion sampling. Meaning that selection efctise

was based on a number of criteria that helped to eliminate bias and to ensure that

the chosen case study is representative.

Eligiblecompanieswere contacted through -enail and telephone to find out if they

are willing to take part in the research and to double check if they niteetbove
mentioned criteria. The introduction lettemsed, clearly stated the purpose of the
study, the people inv@SR Ay (GKAa&a aiddzRé FyR (KS
involvement. Finally, from the companies contacted, one compaMed24 agreed

to participate in the researchand asit satisfied allthe aforementioned criteria, it

was chosen as the cassgtudy for thisresearch. A more detailed description of this

case company will be provided in a later chapter.

It should be alsamentioned that there are different types of case studies that
mentioned by authors, namely, the critical case, the unique case, the revelatory
case, the representative case and tthengitudinal cas€Yin, 2003)With the doice

of Med24, we were able to examine a unique case in this research, as the specific
firm has a very interesting internationalization story. In a few words fittme had a

very fast international activity fromalmost its establishment, which however did not
work out and after some years, the firm internationalized again. The interesting fact
is that the firmstarted an incremental internationalization and in #scond attempt
gSYyid Y2NB OF dzi A 2 debiid aspedt gidkes & ¢ unigue casdicha ¢ @
gives us the opportunity to learn. A$ake(1995) suggeststhat the selection othe

single case studghould be based first and foremost on that&ipation of the
opportunity to learn. Researchers should, therefore, choose cases where they expect
learning will be greatest. In this studyled24 will constitute our single case study

which allows us in that terms, the opportunity to learn.
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3.4. Methods o Data Collection

There are manynentionedtechniques st@ble for gathering data foresearch such

as surveys, observatiosgcondary data and moré&or this research, two methods
were used,a semistructured interview andsecondary data in the form of
documents The bllowing sectionwill discusghe data collection techniques used for

this research.
3.4.1. SemiStructured Interview

As mentioned before, there are many techniques suitable for gathering information,
however, for the case studiesesearch design, the mostusual method is the
interview (Myers, 2009) Through interviewingthe researcher is likely to gain
detailed and valuable informatiomnd gain access to the intervieweesindset

(DiCicceBloom and Crabtree, 2006; Seidman, 200B)e qualitative interview i |

cofy BSNBF GA2Y GKIG KIF & (KalaahdNattkiamnNgood, yaR |

Qualitative interviews do ndbave a straight structure, thusthey allow the
interviewees to discuss what they think is importamtd relevanto the topic of the
conversation (DiCicceBloom and Crabtree, 2006Accordingly, ina qualitative
interview, theresearcher focus on exploring and understanding the reality through

the eyes othe interviewee(Alan Bryman and Ellen Bell, 2011)

The formatof an interview can be structured, unstructured or sestructured
(Creswell, 2014)An unstructured interview is mostly used to deberthe setting in
which a phenomenon takes place, whaestructured or semstructured format
increasethe potential of receiving the right type of information. In a structured
interview format, the researcher aims tmvestigatea clearly specified research
guestion, which isconsidered to betoo restrictivesince it can cause important
information and answers to be misseth this study it was decided to adopt a semi
structured interview format. This format not only allewo adapt the style, speed
and pace of the questions, butalsoenablesthe researcher to be specific some
guestionsand also allows them tayo out of the topic guidgDiCicceBloom and
Qrabtree, 2006)
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point of view therefore, new or extrmuestions can be asked during a semi
structured interviewand the questions can differ in the order and expression.

Through qualitative interviews the researchesse more likely to gain detailed

answers and insights that can emerge whitlaving a conversation with the
interviewee. The senstructured interviews providéhe researchersvith a bunch of
possibilities. Firstly, such interviews allow tww@ay communicatiorthat can provide

reliable and comparable data. Secondly,msstructured interviews give the

freedom to respondents to express their opinionwhich helpsn broadenng the
understanding of the topic andbserve new angles of the issue. The key benefit of
semistructured interviews is its flexibility and attention to the experience of
participants while also addressing theorytbé NS & S | NJO K S(Ra&ttéh, 2002;i S N a U
I. Seidman, 2006)

Despite the flexibilityof these interviews, the senstructured interview stillallows
some degree of structure, with the use @ah interview guide or a protocol.
Differently to questionnaires, serstructured interview questions do not need to be
precisely formulated,as theyshould be designedto offer freedom to the
participants to fully express their opinion. Howevdyy having clear question
guidelines the researchers can ensutigat the research questions are answereis
stated, wsing an interviewguide has several benefits, so omeéll be createdin this
study, with questions that may be asked during the intervigworder to keep track

of the key topis andthemes and ensure thdhe researchers would stay in focus.

The creation of an effectivimterview guide begins from the research objectvef

the project (SAGE Research Methods, 2018Bhese willinform the scope of the
interview and determine the specific questions and types of questions that will be
aked during the interview. ITable 1lbelow, the process of creating the interview

guide framework for thisesearchs presented.
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What are themain research
guestionsthat the

interview is intended to
answer?

What are the primary
domains of content that
should be covered in the
interview?

What types of data are
needed to provide these
answers?

6.June2018

How did the firm Process of the Y a Q Knowledge
internationalize? internationalization Experience
Personal experience of the
process
Prior acknowledgement of
barriers
What are the difficulties Knowledge of barriers Experience
0KIFG GKS T A NJinitially and oRgoing Knowledge

Opinion on the
significance/intensity of the
barriers

Experience with barriers ang
current issues

Opinion/attitude

Why many Danish SMEs ar Opinion on the topic Opinion
not exporting through the | Benefits of internet Knowledge
internet? exporting

Knowledge about other

firms

Tabe 1 A stepwise approach to
Research Methods, 2018)

developing an interview guide framework from research obje(BY&¢SE

This table helped us to have a yarlear overview of whabpicsshould be covered

and answeredduring the interview. Then, following the approach Bfueger and
Casey(2009) we tried to create three to five potential questions for each point of
the table and choose about 20 questiorieat most directly address our research
objectives.Lastly, all questions were organized into a logical order and rephrased
along with the transition phrases, starting from easy warmquestions that help

the interviewee feel confidence. This type of interview process is called a sequential

interview guideand will be presented in the Appendix

Without this focus it is easy to become overwhelnisdthe volume of datdDubois
and Gadde, 2002When using interviewing as the primary source of data, in order
to capture all information, it is extremely important to select the kefprmants that
have the right of decisiemaking (Myers, 2009) For that reason, we tried to
organize the interview withhhe person that is directly responsible for
internationalization of Med24. The final interview wesnducted with the country
manager of Med24 that is responsible fiie firmsoperationsabroad Even though
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the interviewee was not theexport decisionmaker, stil] she ould provide rich and
RSGFATSR AYF2NXIGAZ2Y | 02dz2i GKS O2YLI yeQa
possible difficultieshat they faced. Moreoverthe data reeived from the interview

will be supportedby the use osecondary dataThe interview will be recorded, the
AYyUGSNIIASESS Qa andiBédhihe/analysigan andl the tranScription of

the interview will be provided in the Appendix Omitatians ofthe interviewwill be

presented in the limitation part.
3.4.2. Secondary data

As mentioned beforea semi-structured interviewwill be used as the primary source

of data, however, another imptant sourceof information, secondary data in the

form of documentswill be used to support the findings and perforam in-depth

case study analysis. Hodd&012, p. 172pmphasised thasecondary datare an

important part ofthe researchbecaused  00S&da Oly o6S Slaeé |yR f
the information provided may differ from and may not be available in spoken form,

YR 0S0OlIdzaS GSEG& Sy RdzNB Foryftis reaskgBiavirgA S KA -
secondary datas an addional source of information may contribute to the study,

because it can provide information that difficult to express verballyand since

documents remain unchaed in different time frames, they can help the
researchesto identify changes that occred within the company. Thus, documents

are with no doubt a valuable source of information, because they hitlp

researcher to builda broader picture compared to using only interviewMyers,

2009)

For this research, ddfent sources of information weresed; like organizational
documentsthe O2 Y LI y & Q& ddSumanksithdtthe cgripany providd to
the researchers.Researchers suggestsing documents complementary to other
sources of data(Yin, 2009) Thus, the specificdata were also used for the
Ay G SNIA S g S NIoQthelidkeliedk; Wderé AhByyhelped ingaining more
information aboutthe company and its historyAlso, documents provided valuable

information about the companynd gave insight oissues that would be useful to
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focus on the interview. Finally, these ddtalped to fulfilthe data received from the

interview and come to trustworthy conclusions.
3.5. Methods of Data Analysis

In this projectthe data analysis started with transcribing the interview, reading and
highlighting parts that wereaelated to our research topicThe goal was to get
familiar with the data that wscollected and taliscover information, relevant to the
research.The nterview transcripts were coded using bottieductive (theorydriven)

and inductive (datalriven)strategies (Fereday & MukCochrane, 2006)Theory
driven approach suggests that data should fitéed in the formulated theories whel
data-driven approach proposes the collection of as much data as one could find,
trying to form a theory from the received data. In our caties literature review
identifieday dzY 6 SNJ 2F o6 NNASNE GKIFG 6SNB | FFSOUGAY:
process which were used deductivefpr coding the data. However, iarder to
identify aspects that were not covered by the literature review but, possibly,
important for the company that was researched, the coding process was also
explored inductively. The data-driven strategy helped us to build more
comprehensiveriew, including barrieraind factorsthat were not explicit throughout

the literature review.

The actual analysis of the data was conducted using NVivo Prowhith is
gualitative software, and it was used agreean of coding an@nalysingthe data.
Coding of the data involved assigning ofweord or a short phrase that would
indicate the essence of a part of written, visual or other kind of ¢&&ldana, 2013)
The first step of analysis started with creatiligemes that were recognized from
the literature review theoryThe iterature review helped to generate several nodes
that were significant in our research and were usedaastarting point of further
analysis.The data aalysis continued withreading the interviews, assigning new
nodes and identifyingpatterns of the data. Through the whole process, additional
nodes were found in the text and connected with the existingorit the end, the

created nodes were wiselgnalysedto produce higher order nodes and create
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relationships.This helped us to shothe connections between different variables,
develop interconnected themes angatterns in data. NVivo Pro 11 helped to
analyse high amount of data and indicat¢he connections between differdn
variables faster and easieifter gathering theindicated aspects from NVivo, a final
discussion was created with the use of pattematching linking between the data

andthe theoretical findings.
3.6. Quality of the Findings

When constructinga research design, one critical aspect that needs to be taken into
consideration is the qualitgFlick, 2011 As was stated by Arksey and Kni¢t299)

a A ynutdhell, the qualitative response to the issue of reliability and validity is to
require researchers to demonstrate that what they do is fit for their research
LJdzNLI2ThiS én@ans that wheoonducting a qualitative research, it imore
important to have a transparent research desjgthan when conducting a

guantitative researchywhere everything is more structured.

Furthermore, the decisions made abathie research desigprocess will affect the
overall quality of the researchlhe esearch design is alsdfected by the chosen
research philosophy, in our case, critical realism. This meansithaésearches use
scientific inquiries in regard to the reliability and véldof the study to ensure
quality of the research(Saunders, Lewis and Thornhill, 2Q08) clear overall
structure isan important part of ensuring the quality in a qualitative researaida
that is whya considerableamount of time was used to structure the project in a way
that the message is clear and correctly transferredhe reader.Also, it has been
extremely important that all the sources used in this project are academically

valuable or otherwise reliabléSaunders, Lewis and Thornhill, 2008)

It is noted that the case studjesign lacks some scientific rggralizations and is
more proneto bias than some other research designs. There are many aspects to be
taken into consideration in order to ensure the best possdeality in a case study

research. As it is already mentioned, a carefully planned research design and a good
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project strudure are essential. This research process has been explained as detailed

as possiblen order to draw aclear picture of theoverall process for the reader.

As mentioned, Bhough one case study cannot be used for generalizafiveswant

to providearich, contextualized understanding of internationalization barriers, as it
was identified in the particular case of Med2¥%s mentionedgeneralizabilitycannot

be met in acase study design, let aloni& a singlecase study. But actually, ig not

of great inportance to the researchers whetudy phenomena ina case study

design.

Specifically, & Lee, Collier, and Cullép007)suggest that particularizatiorrather
than generalization constitutes the main strength of case studies. The ge@atasde
study analysisshould be to concentrateon the uniqueness of the case and to
develop a deep understanding of templexity(Alan Bryman and Ellen Bell, 2011)
At the same time, case studies can offer to the researcleaperknowledge in the
phenomenon under invegation and better insightsyhich canafterwards used in
examining different contexfirms to test the findings or to provide theoretical

generalizationgKanter, 1977)

When it comes to the senstructured interviews, the quality is often related to the
skills of the interviewer, which is always a risk, especially if the interviewer does not

haveany earlierexperiencefrom conducting(semistructured)interviews.

Therefore, this lack of experience may also influence the validity and reliability of
the interview. It is clear that akilled interviewer can guide the discussion more in
depth and create a trustful relationship with the interviewee, which will increase the

validity of the collected data.

To assure the validity in the data collection, the interview guide was createadahe
and practiced by the interviewerd.ast but not least, another factor that may affect
the quality of the interview is the timegiven for the interview, which should be
enough, in order to ensure that the interviewee will be more flexible to elaborate on

all the selected themedn the case of this study, the interview was carefully planned
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and the necessary time wagyreed upon in order to ensure that the interviewee

would have time to cover in depth the topics in question.

Finally, to contribute to th quality in our research, NVivo Pro was used. That way
coding was visible and open for edit for all group members, who alossked the
nodes and sources to make sure that interpretations were the same. This indicates a
high consistency, whiclensures réability. Limitations of this project were carefully

collected and presented iamost honest way.
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4 ANALYSIS AND DISCUSSION

4.1. Overview of Med24

med22)dk

Med24 is an online Danish SME focused on health, beauty and megicahacts. It is a par

of the mother company Blue Medico ApS. Med24 was founded by Nils and Kristian in

[DA18Y 658SYYINJO Ay Hanpd ¢KSe& -hbuk hesithcare]

products store similar to boots.com. Thus, Med24 name alskeatsf their idea of giving

2

Odzai2YSNE GKS 2LILIRNIdzyate (G2 od2 KSIEHKO

establishment it has grown from 2 to 50 employees, including pharmacy assis

dieticians and beauticians that give customers professionakwtation and another 25

tants,

people that work in the 1 200 square meter warehouse. In 2014 part of Med24 was bpught
o 2yS 2F (GKS 0A33Sa g Eqmort, yivch gulreditly haQ 29%6 R A |

company. Med24 has high growth ambitions, in 2015 ¢benpany had an annual turnover

of more than 100 million DKK and the management expects it to continue growing.

Med24 vision is to be the leading brand in Scandinavia within online sale of health prg
and to offer the largest portfolio with the lovet possible price. It offers more than 18 0
products in health care and beauty categories. Currently Med24 is active in 3 mg
Denmark, Sweden and Norway and all markets have specific homepage to reach loca
(med24.dk, med24.se and med24.d0) | 2 6 SHSNE (G KS O2YLI ye

Med24 concept to Swedish market was unsuccessful, however the firm decided to {
step back and try again when they would be more ready for a market expansion. H
from 2015 the company has suces&dly managed to penetrate and successfully establis|

in Norway and Sweden.
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4.2. Analysis of findings

In this subchapter the analysis of the firsthand and secondary data will be presented
and in the following section, and an -depth discussion will be presented
afterwards. At this end of this chapter, conclusions of this research will be
mentioned. To bgin with, the internationalization process of Med24 will be
presented and discussed first, because as it is already argued in a previous chapter,
the internationalization process of Med24.dk was one of the main reasons why it
was selected as a case studyr fthis project, because of its uniqueness and
unexpected turn of events. After this, the initial and the-goming barriers that the

firm faced will be presented and discussed. Lastly, the internet barriers identified in
this research will be mentioned aigside the different factors that were found to

play a role in the international activity of the firm will be also discussed.
4.2.1 Internationalization process of the firm

To begin with, as it was already stated, Med24 started as a Danish company that

served only domestic costumerklowever,as it was mentioned in the case study,

GaSRun FOly2¢ftSR3ISAE |yR A& gl NBE OGKFIG @K
increasingly coming frorforeign competitors. They therefore try to find options for
SYGdSNAYy3 ySg YINJSGa IyR gyl @ved24 yONSI &
2016) So,it can be assumed in this point that at least one of the motives of Med24

i2 AYGSNYFGA2YFEATS 61a GKS AYONBLF&Ay3 02

w

competitors.

During the firstye NA 2F GKS FANNXAQ | OGAQGAGEE GKS YI
Sweden too. However, this attempt to introduce Med24 on the Swedish market was

not a success, and according to Med24 this failure iaRdzS G2 FASNOS |
competition and taxation diffemeces in comparison with Denmark and therefore we

were defeated concepwise. In addition, the packing and distribution agreement was

based on high volumes, and www.med24.se did not reach that level of sales.

Therefore, the company has looked for a Swegmtiner to establish a company
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GKSNBE |yR (2 NMHzy (KS odzaAySaa ft20Frftfes oK
(Med24, 2016)It can be argued at this part that Med24 faced some serious barriers

by entering the Swedish market. The marketing barriers that they faced (logistics and
distribution) may had also to do with the fact that they were oeenfident about

entering the Swedh market, and probably unaware of the possible difficulties.

Moreover, through the interview, when Solve] Malvik, the export manager of

Med24, was asked on her opinion regarding the reasons why Med24 did not succeed

in this first attempt to enter the Swesh market she replied that t KS& 6éaSRHNO
needed the proper web science and proper infrastructure. They had a Swedish person

on a parttime basis but they needed to commit to that in order for it to work.

Because the online marketing sector is so big, |[gecan buy from foreign websites,

but they prefer to have local websites. So, you need to really not just try to sell, but

€2dz NBrffte ySSR (2 YI {Romltys st&cmer iNdan ie2 Y I {1 S
understood that Med24 was not really prepared andmumitted to the Swedish

market entry and this is probably also another reason that they did not succeed.

Accordinglythe export manager of Med2@018)was asked in the interview if the

firm conducted any kind of market research before entering the Swedish market, or
FFGSNBIFNRaA Ay GKS FANNYaQ &aSO2yR OGGSYLW i
market,and sheresponded L R2y 4 (1y2¢ AF GKSNB gl a |ye
can ask, but knowing them, | doubt there was really any. Because | know that they

RARY UG (1y26 YdzOK 2F (GKS NMHzZ Sasx fFgad yR NB
(Malvik, 2018) Additionally, it was commended that there was not any kind of

preparation to enter the markets, as she mentions tiiathA badidally the same

f | y 3 d@alli® £018)So, respectively, Med24 perceived language as the greater

barrier for not being ble to enter foreign markets and when and where the

language barrier was lowered it was enough for them to start their foreign activity.

Some years after the first attempt with Sweden, the firm tried again to enter both
the Swedish and the Norwegian matkahich was a success this time. There was

mentioned that no research on the markets was conducted this time either, but
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obviously the firm had gained some knowledge and maybe experience which may

also helped in this successful attempt. Regarding the t@mmthat the firm has

chosen to enterthe export manager of Med242018)mentions:a L ¢ &¥id d LI NJ
the beginning and | don't know why they started with Norway and Sweden. So, | can't

really talk about why Norway and Sweden, other than | think they just did it. | think

they just thought "Ok. It's going well in Denmark. Let's also do Sweden andyNbrwa

| don't think it was any more consideration than that. Mainly because it is very easy

for us to understand each other's languages (cc. Danish and Norwegian/Swedish). So,

it's harder for us to go to Germany or Finland. Swedish, Norwegian and Danish, we

can all understand each other. In Finland it would be a whole different way of

02 Y Y dzy A (Maluiky, 2048) At this point it can be mentioned again that the

choice of the specific countries for international activity were based on the aspect of

a more or less common language, which highlights also the significance of this aspect

in the decisioamakers minds. Af is also indicated, communication and language
0SAYy3d RAFFSNBYlH Ay 20KSN) O2dzyiNASa g2dz R

internationalization process.

CdzZNI KSNXY2NB=X NBIFNRAy3I (GKS OK2aSy O2dzyiNR
mentioned that the pralucts that people can buy from the websites are similar and

the shipping and payment methods are also simiMed24, 2016) The prices of the

goods are similar to Sweden and a little higher in Norgddgd24, 2016) Also, it is

mentioned that both Swedish and Norwegian customers can be reached through the

same marketing channels as in Denmark and also that both countries have a well
established ecommerce market, and Iy that both countries have low barriers to

entry (Med24, 2016)

So, these werehte terms, considerations and perceived barriers of Med24 before
entering the Norwegian and Swedish market. The following section will discuss the

barriers that the firm faced initially and also the barriers that still exist.
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4.2 2Initial barriers

In this part, the initial internationalization barriers that Med24 faced will be
presented and discussed. By discussing the initial barriers first, the reader will be in a
better position to understand the significance of specific barriers for Med24 when

entering the markets and then the difficulties that the firm tackled effectively.

I OO0O2 NRA Y 3 -Gonmexcd Bas¢Mena4, 2915)things were not exactly as

expected when they entered the markets, as there were some initial issues.
Specifically, regarding the Swedish market it is mentioned that they had to find out

about the different payment options and examine which ones are ittore wel

known and used by the customefisled24, 2015) They also saw differences in VAT,

which is differentiated based on theqduct category. Differences existed also in the
effectiveness of specific marketing channels, as well as, a more intense competition,
compared to what expected and more, compared to Norw@jed24, 2015)

Moreover, it is also mentioned that rules and regulations were not as restrictive;

however, language barriers were significant and Med24 highlighted the need to have

Swedish employee in order to serve the Swedish markéMed24, 2015)

Accordingly, regarding this, it is mentioned the export manager of Med2#hat

GiKSe KIFIR 6aSRunuv | {gSRAAK LISNER2Y 2y | LI
G2 GKIFIG O00KS AYOGSNYI GA 2 yMalvik, 208§ A GAGE0 Ay 2 NJ

Accordingly, in Norway, things were also different from the expected. Specifically,
aSRuHn TFOSR &AA3AYyATFTAOIYyG O2adGa NB3IFNRAYT
mentioned, it was almost twice the price compared to Swe{Med24, 2015) Also,

common payment methods could not been used, as the Norwegian customers were
familiar with other options(Med24, 2015) There was also differentiated VAT
regarding the different product categories, as it was mentioned in the Swedish
market too(Med24, 2015)Moreover, rules and regulations were more complex and
restrictive, as being outside of the EU, thus, Med24 mentions that they faced higher

entry bariers compared to SwedeiMed24, 2015)
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So, in general the initial barriers that the firm faced were about language and culture
(mostly about important dates and celebrations), unfamiliarity in the different
payment methods abroad, the cost of selling abroad, trade barriers and laws and
regulations. Especially in Norway, where specific product rules created significant
problems, as its indicatedoy the interview:d 6 KSy L adlF NISR 6AY
strict rules for what we can sell (in Norway) of food and dietary supplements. For
example, in order to import food, you had to register everything, you were going to
import 24 hours iradvance. This meant that, if our customers were to do that, we
would have to first decide what we are sending tomorrow and then send it. And then
it would be another day of plus logistical hurdle because it had to be registered into
aeadsSvya I(MaRk, 2008)50 Ffekom this response, it is also clear how a
specific difficulty can create a chain reaction and in this casee problems for the

firm.

hiKSNJ oFf NNASNABR AYRAOFIGSR Ay (GUKS FAYRAY3IA 4

mostly in terms of delivery times, different marketing channels, lack of human

resources, as it was indicated in both countries. Med24 neddexlvledgably and

AYRAISyYy2dza LIS2LX S GKIG 6SNB FFYAEAFN gAGK

infrastructure was also mentioned as an initial barrier. By proper infrastructure, she
means having the necessary facility and the existence of warehousles ta

accommodate more goods for the international markets.

a2NB2OSNE RAFTFAOdzZ GASa (2 O2YLISGS é6AGK

mentioned, which is relating to the high costs of selling abroad. Lastly, the most
important barriers mentioned for M#24 were logistics and distribution, both in

terms of cost and difficulty.
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4.2.30n-going barriers

Regarding the barriers that Med24 still faces, distribution and logistics were the first

to be mentioned. Specificallythe export manager of Med24mentioned that

distribution plays an important role in the high costs of selling abroad and
O2yaSldsSyate GKFG AG0 A& RAFFAOMz G G2 0O2YLIS
means that they face more intense competitigMalvik, 2018) Accordinglythe

export manager of Med2&” S y (i ANBoyt &theti Swedish companies don't charge

any delivery charges, but we do, because we &read. And that is a huge problem

Ay {46SRSy> 06SOlFdzaS Y2aid OzwmddkyaHa R2y UG OK

Logisticallyand specifically for Norway, it was mentioned thatA y b 2 NB I & A (U a
complicated, also geographically speaking, is a very big country, especially in the
wintertime, there can be very large logistical problems with just getting the goods

from Oslo to mee remote areas. It is far and it's snowy and the roads might be

Of 2 gMaRik, 2018) She also mentions that logistical ptems becamdougher

Gt 23Aa0A01 f OKIffSyaSa IINB adGAaff 0KSNB |y
because people have higher expectations. Because when we started, even though it's

just three years ago, a lot has happened on online businesses and 'people
expectations has gone up just since then. Back then, you could survive delivering,

having a week delivery time, now people want it almost as quick as possible. So the
f23Aa0A0Ft OKIffSy3S avavikNI18)BK this stateedtsit L Ty 2
can be also argued that consumer expectations are still a barrier for Med24, at least

in terms of creating them logistical gstems and high costs.

Another ongoing barrier is the cost of selling abroad, as it was also mentioned

before, which is higher for Norway, but apparently exists also in Sweden.
Accordinglythe export manager of Med2fentionsa { 25 A G O2dzZA R &AGAf f
because it is more expensive for us to sell in Sweden, because we are not in the same
O2dzy iNES &23 ¢S KI @S |y SELYWaKIS2028za G 3ISGaGA
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Lastly, laws and regulations, VAT, customs and documentation created such an
20a0F0tS G2 GKS TFANY GKIFG GKS& KIR G2
consultancy firm(Med24, 2015)

It was mentioned in the interview that especially for Norway, rules and laws were
very strict especially for specific producategories, like food and supplements.

the interview, the export manager of Med24nentions about the laws and

NB 3 dzf ITieke 2rg dso dlightly different laws and regulations in Denmark than in
Sweden, so there are certain things that we are notwadlb to sell,but they are
minor. In Norway, because it's outside of the EU they have very different laws and
regulations, especially when it comes to food, dietary supplements, medicare
products and what is called medical devices. And they have their own rules for what
you can put in skin care products. Also because it is outside the EU we need to export
it from Denmark and then import it to Norway. We don't have that in EU, in Sweden
we Ol y 2 dza {(Maldils JORS) Howleder, she also mentions that from 2016

Norway was more aligned with the European laws whibese products and these

r

a 2

laws were loosened, but new ones were created YR G KSYy Ay b2NBl &=

January we got this sugar taxation that | hope will disappear again, because it's just

O2 y F deslalvik, 2618)

Also, high costs of selling abroad are related, in the case of Med24, with specific

products that they cannot sell at all in the foreign markets because ohitje cost.

For instanceit is mentioned thatd 6 S R2y 4 aStft | €20 2F GKS

Norwegian customers are used to. Because then we would have to export them from
Norway andthenrd YLI2Z NI GKSY | 3FAYy gKAOK g2dZ R 0
(Malvik, 2018)Additionally, it is mentioned thatx ¥ 2 NJ Odza i2Y NBlF azya
specific products, like any liquid isy@xpensive for us to import to Norway. So we
R2y Ui & @fMalvik, ZOK8STYiE again shows how specific barriers connect

together and create more difficulties to Med24.
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4.2 41Internet barriers

Med24 as being an interndiased company has encountered some difficulties
stemming from the internet use and some other that are related mostly with
technology, the latter will banalyzed in the next section among other factors.
Regarding internet barriers the following statements were indicating the main
obstacles faced by the firm. Specificatlye export manager of Med2#hentions
GKFG a2S R2yU4id KI @S g to dtheriEU 2cEntriedNfom the Y &
Danish website and all over the worlis long as we can have guarantees for the
payment. But there is not the same safety necessarily for fraud, depending on the

countrye (Malvik, 2018)

Another issue online is fraud online, where she mentions tiddbu always

S E LIS NRA Sy. B4 in Rowdagznd Sweden we cooperate with something called
GYEENYVYVR GKSe& FTNB adzZJdXlR2aSR G2 Gr1S GKS
pay or viapay. It's like a system where people write their CPR, personal identification
number. And then you're supposed to only be able to send to that person's address.
So weére supposed to be protected in terms of that people aren't supposed to order if
they are not the person they say they are. And here is after pay and credit cards and
we have the insurance with the credit card provider. But we also have the human

level (faud) and if we see an order and say "this person has ordered 10 units of

¢
(0p))

0 dzN

a2YSGKAYy3 SEGSyardsS (GKIFG az2vyS8S2yS g2dzZ RyUui
f221 Ayld2 GKS 2NRSNJ FyR O2yidl Ol GKS Odzald2)Y
(Malvik, 2018)Another type of fraud mentioned istha@ { 2 YSGAYSa ¢S KI @S

dza Ay 3 20 KSNJ LIS@ILE 355080 OANYSHRIAMIS 2008MNPRoaE>S Y & ¢

From these mentions it is argued that there is always some kind of fraud online that
you cannot control or predictbut Med24 is trying to eliminate the possibility of

frauds by various ways as stated above.

Another aspect mentioned regarding Internet, was the lack of trust by some

customers, as it is mentioned that this is happening SOl dzAS 6S I NS 2y f &
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weR2 Yy Ul KI @valvik, 2058)i AshBpécific age groups are more unfamiliar
gAGK Ay GSNyASdithed We2hadielbdy Eople dvho have never used the
computer before, where sometimes customer service walks them through the
a & a l(Bawik, 2018)

Another interesting mention was about the difficulty on how the product should be

described online. This is connected withz K+ 4 ' N8B LJS2 L)X Sua SELISOI
obviously you buy a product that you can't tangibly touch. You need to have proper

deONR LJGA2ya GKIG @&2dz 1y26 (Malik, 2088jBy this f 61 € & 0
argument it can be seen that proper descriptiomsy also have to do with more

cultural elements, as for instance Danes may prefer long and analytic descriptions

while Germans may prefer a more basic product description. Additionally, this may

be also an issue that can be visible by many online firnitsreers to a problem that

any kind of firm selling online may face.

Lastly, another aspect mentioned regarding the internet obstacles, however minor,
is that: at S2 LJ SmailsAdnails king stuffed in the spam or people not
receivingtheemailsof 2 0 NB OSA GAy 3 RBdvik2EIB)vhicki @&ia A FA Ol G A

obviously create serious communication problems sometimes.
4.2.5 Factors

Among everything else mentioned above, there are some factors that influence the
intensity of barriers in the case of Med24, as it was also the case according to the

literature review. These factors and their influence will be analyzed in #ris p

One of the first factors that were indicated through the interview with Med24 was

the product type This was mentioned in different occasions liket KS (& LJS 27F
LINP RdzOG & GKIFIG ¢S asStft Aa yz2id (KMavk@dzZ ySNI
2018) which highlights the significance of product type regarding market
differences. Product type was, however, problematthen specific regulations and

laws were mentioned liké NXzf S& OFy o6S NBFffe aidNAROGZ Sal
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RASGINE &dzlJLX SYSyGaz YSRAOFINBE Li@asdozO0 &> 4K

0 K lini ordér to import food you had to register ey#ing, you were going to
AYLRZ2 NI Hn K2(@bk 2018)Sd the Prodficdtgpe can be an important

aspect that canreate or eliminate specific barriers.

Another factor underlined by the data analysis was the-tading attitude of the
management which can be argued by the fact that although they did not have any
experience or knowledge about selling abroad, or ie 8pecific markets, athe

export manager of Med24tatedd ¢ KS@& 2dzad 1 Ay BMaldkF2088)i I NIi SR
the risktaking rature of the managers can be assumed. However, one can also argue

in this part that the low perceived barriers could be also another reason why they
proceed with the markets entry and not the ritkking nature of the managers.
Accordingly, judging alsodm their first internationalization attempt, it can be said

that at least their attitude towards exporting and entering new markets was positive

and strong.

The chosertountries of selling abroadvere another factor that played a significant
role in theappearance of specific barriers for Med24. For instance, the differences
between Sweden and Norway based on the fact that the former belongs in EU while
the latter is not. Throughout the aforementioned findings, differences were
mentioned on laws, regulains and customs were existed or were more intense in

Norway. Moreover, it is mentioned that LY { 6SRSY 6S RARyUl

mentioning ofthe export manager of Med2that relates with this factor, is that

G! y20KSNJ AaadadzS 6S KI@S Ay Db2NBLe Aa OGKI G
companies like us, they're made for companies that trade large quantities of
products. We might sell 10 grams of Himalayan pink salt and we might sell 50 grams

of salt from Frane and everything is under a different import/export lines,
declarations. But their system (the Norwegian) can only cope with kilos. So in their

eyes it's 1 kilo of this and 1 kilo of this, even though it is 10 grams and 50 grams but

that is because | thinwe are pretty particular in terms of every day exporting and
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AYLRNIAY3I &adzOK avlfft FY2dzyda 2F GOSNE RATS
problem, because it gets more expensive. Because we pay taxes not for 10 grams but

for a kilo. So if we sell fiveerns of salt, one from France and one from Himalaya, one

from Peru and one from UK and Denmark. Then that turns up to five kilos instead of

50 grams. So it's more expensive, so you don't earn a lot of rE(dhalyik, 2018)

Accordingly geographywas another aspect mentioned, in terms of easy access to

different cities inside the country or sparsely populated or dwarf areas that
distribution can be tough or impossible, and when possible, really late and
expensive. As it was indicated in the interviewk Y b 2 NB I & Adda Y2NB 02
geographically speaking, is a very big country, especially in the wintertime, there can

be vey large logistical problems because just getting the goods from Oslo to

2dz0 A1 ANIAXLG Ada FIENIFYR AGOMVEVIKIEEPE YR (KS

The most important factor that was mentioned repeatedly and has seemingly played

Fy AYLRNIFYdG NRtES Ay (KS 7T xebliMdogy Fastod OS a & F dzt
all, technology was one of the reasons, as stated in tkerview, that the firm did

not succeed in its first attempt to sell in Swedenii KS& Yy SSRSR (GKS LINE
a4 O A SagTh&export manager of Med2#entioned (Malvik, 2018) In terms of the

FANXVaQ STFFAOASYOe |yR AYUSNylFt OMith OAGes &
the new stock management system, our business processes have become more
streamlined; our capacity has intréi SOREEA £ & ¢ NHh K2f > (Mad24/ 3Ay 3 5
2016).a C2NJ SEI YL S5 o6& 2LIAYATAYy3 Ay@Syia2NE Y
decrease inventory; this allows them to save money by operating more efficiently and
productively, with fewer wasted resources. By focusing on process optimization,

Med24 is ableto® Y2NBE SFFAOASYGS Y2NB SFFSOGAQOS:
(Med24, 2016)

Also,the export manager of Med2#entionedad 6S dzaS | 20 2F (SOK
have 18 000 different products of all different sizes. But then we've invested in new

warehouse but it's not like we've built this enormous warehouse thinking it will
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expand. It's beeh y 2 NH | y AMalvilg RE8Tnk éomment that should be
mentioned in this part is that the specific industry of the réteg sector may have an
influence on why the technology aspect is so important, at least for Med24. By this it
is meant that while they do not produce, they have a great need of space and proper

product management in order to be able to have effective affetient logistics.

On the other hand, as technology has assisted significantly Med24 it has also created

some problems because @&he export manager of Med2d AR A0 Qa a2YSi
(technological systems) you can never pre@idalvik, 2018) She also mentions that

if a firm wants to internationalize, especially through internet, technology is

something vital(Malvik, 2018) Specificallyshe mentionsa L G KAy 1 S@OSNE O2
will have some sort of order and management system and stock management

system. And they should be connected. You sell 10 different things and you know how

YIye @2dz KI @S o (MaRikilz2048Agalrfit B implig®tidatthe export

manager of Med24efers to the retailers needs when they handle and sell many

different products and product categories.

Moreover, technology can create issues in different matters, and thus knowledge on

the different problems that may exist is vital, but still is unpredictable and

monitoring on the different system processes is needed. For instance, she
mentioned a great wblem regarding many pallets of products delivered in one

place that they should not, because the electronic labels were wrong. And she
mentioned thata G SOKy 2f 238 A& @dzZ ySNIoftS yR GKFG |
that has happened. Sometimes beczsn electronics become disconnected or

YdzZRRf SR dzLJ 6 KA OK Ol (Ma8ka20dzaS t 23AadAO0lf A,

It was also mentionedhtat if firms do not have a system for export, things can be

really difficult.d C2 NJ SEI YLX ST F2NJ dza SOSNRBUOKAYy3I Aa |
once we know all the orders, they will be delivered today. | can push a button and it
generates a file that isent and it goes through that export system by itself. If you

have bigger orders and you have to do them manually or if you do it randomly then
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OKFG O2dz R  o(8alvik, 20L8NEhis fisSandther indication of how
technological systems facilitate easier and less tgoesuming processes for
Med24, not only in preparing and keeping in order the inventories but also in the

actual export activity.

¢tKS AAAYATFAOIYOS 2F GKS (G(SOKyz2f238& [yR AGa
seen also by the following statementt,. dzi L GKAy{1 GKIFIG AF @&2dz R
it's a huge investment in time and people (exporting in genefddo, for the Internet

exporting. Because you need to either haystems that can export for yoor you

need to learn how export systems warlBecause it gives you this customs tariff

codes, for example, and you need to know what the custom tariff favdeverything

you export and import, and if there are regulations related to either of them. It all

YI1Sa aSyaSsz odzi @&2dz KI @%Maikk 2018550,Mdm A G & . dz
this statement it is clear that exporting is a process of learning by doing and

practicing either in traditional export or in internenabled export.

Lastly, technology has benefitted Med24@is terms ofproper infrastructure(for

them) that can facilitate easier order and preparation processed. SUNBE @GSNE 3I2 2
very efficient in our use of warehouse and packing. We're more efficient than many

2 0 KS NJ O 2(Mdlvik,\2018) Bo the warehouse station she refers to a robotic

inventory management system that Med24 has, that prepares the orders from

scratd and delivers them ready to go.

Finally, the last factor that was identified through the interview was the assistance

that Med24 has regarding customs and exployt consultants The export manager

of Med24mentioned thatd / 2 Y adzf I y i a GKSE Ld KX OFabilIN®{OASEIAE S
2018){ 2> AG OFry ©S aSSy GKIFG aSRunm Aa az2dzia
experienced with othey do not have the necessary staff to do it inside the firm.

However, it was understood from the interview that the consultants were mostly

used in terms of regulations and laws about the products and especially in Norway

with customs.
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Finally, beforeghe discussion part, the tablet&low will indicate the specific barriers
identified from this research and the category that they belong according to the
literature. Accordingly, the number of times that a barrier was mentioned in the

interview is mentimed, as another way to examine the significance of each batrrier.

Barrier Initial Ongoing | Barrier Classification
mentioned x
times

Marketing- Yes Yes 5 Internal

distribution

Marketing- Yes Yes 11 Internal

logistics

Functional- lack | Yes No 2 Internal

of human

resources

Marketing- Yes No 2 Internal

Different

channels

Sociecultural - | Yes No 7 External/Environmenta

language

Political/Legal - | Yes Yes 5 External/Environmental

Laws and

regulations

Differences in| Yes No 1 External/Procedural

payment

options

Economic- Cost| Yes Yes 5 External/Environmenta

of selling abroad

Customs and Yes No 2 External/Trade barrierg
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VAT
Customer Yes Yes 6 External/Task
expectations
Intense Yes Yes 2 External/Task
competition
Difficulties to| Yes Yes 4 External/Task

compete with
foreign

competitors

Sociecultural ¢ | Yes No 1 External/Environmenta
national

celebrations

Fraud Yes Yes 7 Internet
Payments Yes Yes 5 Internet
Trust Yes Yes 2 Internet
Product Yes Yes 2 Internet
descriptions

Translations (of | Yes No 1 Internet

web page)

Table3: Barriers identified from the research (own creation)

By this table it can be seen that theost important barrier for Med24 is the logistics,

as it was also clearly mentioned in the interview. Also important are the barriers of
electronic fraud, payment difficulties, distribution, laws and regulations, consumer
expectations, high cost of seljinabroad and the language barriers. The language
barriers, even though were mentioned as faced, were keep popping up in the
interview as how significant they are for the firm in order to expand to another
country. The export manager of Med2rhentioned thatlanguage barriers are of

great importance, since she mentiolsKk SNBX NS y2 LIX Iya (2
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markets at the moment. But that doesn't mean it won't happen. But if it does
happen, it's because we are able to and maybe we find language isigtbarrier
3 Uik, 2018)

In the next section a thorough discussion will be presented, where the research
findings will be compared and discussed with titer&ture findings and the final

conclusions of this study will be made.
4.3 Discussion

To begin with, as the previous section started with the internationalization process
of Med24, this section will follow suit. Regarding the internationalization process of
the firm it should be firstly argued that according to the literature, they entered the

{6SRA&AK YIFIN]JSG AyAdAalrtte Fa | ao2Ny 3
shortly after their establishment, they engaged in international activities, which is

something that born global firms are found to do.

However, as things were not as expected in the Swedish market, the firm took a step
back and reconstituted. Then they retried to enter the market by using more
traditional export techniques. This can besamed by the fact that they needed to
create networks wth local partners and thugproceedmore carefully and slowly in

the selected markets. It should be also mentioned that another aspect that may
AYyTtdzSYOSR GKS TANNQA R BoQmagplodly to ngiketl
entries, may have been the investment of the Egmont group to Med24. One can
assume that this partnership may influenced the decisions of Med24 regarding the
Y2NB GNI RAGAZ2YLFE SELRNI | LILINE I Okallyiiiz
should be mentioned that Med24 is very passionate about the organic growth of the
firm and it was repeatedly mentioned throughout the interview. This is an aspect
that probably aligns with the more traditional approach to internationalizatidee |
stages internationalization, as it was clear that the firm did not want to invest in

export operations heavily. However, Med24 invested heavily on technological
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systems that made their business competitive and efficient both abroad and

domestically.

Regarding barriers, somateresting findings can be mentioned. To begin with the
internal barriersthat were identified, marketing and functional barriers were the
only ones to be mentioned. Specifically, from the functional barriers, lack of human
resouices was mentioned in the interview; however, it was only an initial barrier that
did not seem significant. On the other hand, marketing barriers, logistics and
distribution, were extensively and repeatedly mentioned. It was obvious that these
barriers werethe most important and difficult to face for Med24, from the beginning

of the international activity, till now.

Moreover, regarding thexternal barriers environmental and task barriers were the
most important mentioned. Specifically, from the task tens, the demanding
customer expectations regarding delivery time are creating more difficulties in the
FANYQa RA&AGNAOdzGAZ2Y LINRPofSYaod ! fazs Al
competition. As far as the environmental barriers are conedrrihe most important
mentioned were laws and regulations, cost of selling abroad and language. The
language barrier was an initial barrier that has been tackhedyever,the company

still perceives it as a significant obstacle that prevents the firrmfexpanding to

other markets.

It is noticeable that, based on the literature findings, we were expecting Med24 to
have tackled internal barriers and to continue facing mostly externaldrarras the
literature findingsindicated that firms after some years of international activity were
mostly facing external barriers, as they are more uncontrollable and difficult to
overcome. Howeverthe most important barrier indicated by the data analysis was
the marketing barriersand specifically the logistical issues. It should be mentioned
that the literature highlighted the importance of marketing barriers, as well as,

functional barriers, but only as usual initial barriers.
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One possible explanation why the logistics barrgesuch a big problem for Med24

A ¥ 4 A x

YIe 068 O02yySO0GSR ¢AGK GKS NBGFAtAY3I AyRdzA

location. Being a retailer, Med24 has to handle a vast amount of different products,
which implies a great need of an adequate logistics drstiibution system both
inside and outside of the firm. Inside the firm Med24 owns a very efficient logistics
system, however, the location and the geography of the firm impedes the smooth
flow of logistics and distribution. As it was argued inside ttexdture review, the
majority of the reviewed studies were about manufacturers, which also may mean
that the industry sector may also connects with the intensity of these marketing
barriers. It should be lastly mentioned in this part that Med24 did not tisenany

kind of difficulty regarding financial resources or financing, which were really

common barriers that SMEs face. This aspect may be connected with the stages

FLILINR I OK (2 AYOGSNYFOGA2ylfATFGARY GKI G
partnership which probably brought money to Med24. However, from the interview
it was really clear that they did not want to heavily invest in exporting and they

prefer to grow organically.

Regarding thenternet barriers online frauds and lack of trust on pagnt systems
were the main difficulties mentioned. Despite our research expectations, there were
no new internet related barriers found, which is unexpected because the literature is
sparse and limited and thus, made us await possible new insights. Sorsiblpos
explanations for this situation may be, first that Med24 is already an intefinat
which means that they are accustomed with selling through internet and probably
the differences between domestic or international selling are not that distinct.
Secmd, and most important due to the fact that this project utilizes only one case

study, the results cannot be representative.

Moreover, it is important to mention that because Med24 is an internet company
we were not able to examine how internet can faci I S GKS
internationalization, as the literature suggests. Howewdre export manager of

Med24 commented that traditional export is a lot more confusing and involves a lot
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of paperwork; however, most of it can be now done online regardless ofgb&m
internet firm or not. So, bureaucracy is avoided up to a point in the inteemeibled
internationalization, althougffhe export manager of Med2#entioned thata 2 K Sy
we export to Norway, for example, the company that exported for us, they still have
to deliver some papers by hand to certain offices and then wait for them to go
0 K NP dz3 K (Malvik,52918) In general, howewe it can be argued that the
internet facilitated Med24 regarding documentation, easement of processes and
facilitated aneasier market entry, as the literature suggested too. However, it can be
argued that this easy entry to markets was a bad thing fodR4ebecause if it was a
more difficult process they would have been more prepared to face issues that they

did not expect in this case.

Another inconsistency with the literature suggestions was about the cultural
elements. Specifically, while the reviewggested that cultural barriers are usually
lowered online, Med24 faced significant barriers with the language differences and
with the need of having local web stores for both Norway and Sweden. However,
GKA& YIe& RSLISYR FTNRY bknfer fekeNdéless, inCQwerlen O S

and Norway that was the case.

Interestingly, the literature also suggested that internet enables payment systems
and the onlinetransactions can be easiand faster facilitated onlinedowever,it is

partly true, Med24 mentioned that they did not know which payment systems to
trust and by selling to countries with different payment systems the firm may
actually further increase its cost of selling abrodthis can be related, alsath the
cultural differences, as each country seemed to have its own preferences regarding

payment systems.

Regarding thefactors identified in this study, the product type, managerial and
geography factors are in line with the findings of the literature review. Asat was
expected, the industry sector was another factor that in this calsminated the
GFANNTIAQT SN o0dzi ¢l & adoadAaddziSR o0& GK
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because Med24 is ainternet-based firm and alsa retailer, which implies the nee

of more tedinological means in their evedgy monitoring and inventory
management. Proper infrastructure is another factor that was not identified by the
literature review and it also seems to be connected with the retailing industry, by
the fact that Mal24 needs a very efficient facility that can ease the necessary
everyday processes from receiving the products by suppliers to store them and send

them to their customers.

Geography was a factor that was mentioned by Leoni@04) as a possibl&actor
that may influence barriers, which in the case of Med24 was true. The location of
Med24 is not very easily accessed by trucks and it is far away from ports or airports,
which increases the delivery time and the cost of the firm to sell abroad, Ibatta

sell domestically.

The selected countries to export was another new finding, which however has to do
mostly with the fact that Denmark is a European member state, as well as Sweden,
while the choice of Norway, which is not a European member, drag very visible
differences in many aspects like laws, regulations and so on, which, as mentioned
created more costs and barriers for Med24. It slib be noted here that an
interesting finding from the interview was the responsetbé export manager of
Med24, when she mentioned thathe export systems of some countries are not
made for firms like Med24out for largescale exporters that sell pallets of the same
goods. This is particularly interesting, as it relates with SMEs, retailers and the
specific product categories like medicamaed food products andmay alsoimplies

that there are countriesthat NB y 2 (-F RRSYiRa®¢é Ay GKSANI SELRN

Last but not least, the choice of Med24 to use export consultants has obviously
facilitated a smooth market entry to Norway, and a big help with the differences
with the Swedish market too, however, iaf clearly increased the costs of the firm

of selling abroad.
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5 CONCLUSIONGMITATIONS AND FUTURE
RESEARCH

This chapter will conclude the thesis by summarising all the findings of this research
in relation to the research question and sub questions that were proposed in the first
chapter. After that, the main limitations of this research will be presentedribatls

to be taken into consideration while interpreting the findings. This chapter will
conclude by identifying thprospects of future research in relation to barriers and

their effect to internationalization.
5.1. Conclusions

First of all, this study hasmanaged to answer all the research questions that have
been suggested in the beginning of this project. Specifically, the main research
j dzS a G A Bvily Déanlisih SMEs are not fully utilizing the potential of online cross
border e02 Y Y S NAE khé subsegent questions concernethe barriers that
firms face when exporting, other factors that can influence SMEs internationalization
and if there are new/altered barriers that Danish SMEs can faceanemerce or in
crossborder ecommerce. Accordingly, by éhdata available to this study, and by
only having one case study to base the answers of this project it is clear that there
are limitations to the extent in which these questions have been answered.

However, these limitations will be discussed in the readtion.

It was interesting to have an intern&iased firm that does crodsorder e
commerce, because we were able to examine first hand which experiences were
those that the firm faced, and accordingly assumed that these may be the reasons
why other frms have not chosen to use crassrder ecommerce. Regarding the
answer itself, Med24 clearly stated that selling online is a given nowadays, and it is
not something special or different. The firm experienced many barriers in its export
development proces and still faces some, with the most important being logistics,
distribution and also online fraud. Accordingly, it was argued that probably other
Danish SMEs perceive or have experienced the same barriers, especially if they are
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retailers, and probablyhat is the reason why they are not involved in international
or cros-border e-commerce. Regarding the research question, it was also
interesting to see that specific countries may have export systems that further
burden the exporting firms with extra castand this may be another reason why
firms do not engage with this activity. Moreover, it was clear that most of the
traditional barriers found in the literature review were also active in thebenmerce
setting, which is another possible reason on why Skie not utilizing the potential

of e.commerce. Furthermore, as it was indicated in the literature, and should be also
mentioned here, it is in many cases important for firms to feel safe in their domestic
market, and especially if this market is big dtalrishing, like the Danish market,
then it is riskier for them to involve in internationalization activities, as the latter

usually involve risks and costs that firms do not feel necessary to undertake.

It was unexpected to see that the main problethat the firm faced are stemming
from the traditional export barriers, let alone from internal barriers. As Med24 is an
internet-based firm, we were expecting more internetlated barriers, whih
however were not mentionedit was also interesting to sethat there are no new
internet barriers than those already mentioned in the literatuag,least in the case

of Med24. Also, it should be mentioned that the countries involved in the e
commerce activity are of great significance for the firm, as it waar dleat cross
border ecommerce letween European countriesyas significantly easier than with
non9 dzNB LISy O2dzy GNASad ! y2iKSNI 2NAIAY I €
shops in both the Swedish and the Norwegian market, which is particularly
interesting, as it is conceptise of the Internet, where the English language is the

commonly accepted one.

Lastly, this study contributes to the SME internationalization literature, and
specifically in the internebased internationalization, by adding somseful insights

and shedding some light on the assumed benefits of internet and its elimination of
specific barriers. Regarding this, this study showed that the internet indeed

facilitates an easier, faster and less costly foreign market entry, andresbarriers
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related to documentation and bureaucracy can be eased through internet. However,
it was also clear that these processes are more or less dafireoby all kind of
exporters, bytraditional or internetmeans so the specific benefit does noteam as
significant.It should be also mentioned that, according to the literature, but also
according to our findings, by using internet export, specific barriers can be
underestimated. In the case of Med24 this w#se cultural significance, especially
the languageLastly, his study also contributes by its originality, as there is no other
study examining the reasons why SMEs are not utilizing #b@n@nerce potential in

their internationalization development.
5.2. Limitations

lf 0 K2dZAK (GKA& &ddGdzReé YIFyF3aSR G2 |yasgSNI Al
limitations have to be stated in order to clarify the extent in which these findings are

representative.

Regarding this, the first and most important limitation of this study isube of a
single case study, which by definition does not allow this project to generalizations.
However, as stated in the methodology section, the goal was never a generalization
but an exploration on a firm that is against the statistics, and thus, ¢hatoffer its
unique and contexspecific insights on the topi@ne of the strategies to choose the
right case study for this research was convenience sampling and this method may be
criticized for being biased, thus, even though criterion sampling wasd as the
primary mean to choose the case study, some bias may appearatioreto the

chosen case study.

Also, as Med24 is an internet firm, internet barriers may were not perceived as
barriers, given that the firm was from the beginning online, theaeribrs may not

be perceived as exportlated in their mind, or not as important.

Another limitation may be that the interview was conducted with the country
manager of the firm, which was really helpful and relevant, but as we did not have
theopportunii @ G2 GFf{1 G6AGK GKS FANNQA YEYyl ISNE
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makers, same managerie¢lated factors may have failed to be detected. Moreover,
some limitations may exist also regarding the identification and intensity of specific
barriers that werenot mentioned in the interview, as those processes involving
these barriers were handled by the consultant firm, and thus, they may have tackled

them instead.

Limitations regarding the chosen type of research should be also mentioned. By

using a pure qudative research, this study may not consider as transparent in
completeness(Creswell, 2014)During the interview interaction, bias may have

occurred, and this may affected the data diaility. Also, considering the differences

in culture and language between the interviewers and the interviewee, the proper
understanding of questions and answers may have been compromised, as the
AYGSNBASG ¢l a y2i O2yRdO@SR Ay AYUGSNBASESS

Lastly, as in every project, even though the goal of the project was succeeded, this

study was limited in time.
5.3.Fuure research

The results of this research contributed to the existing studies on online
internationalizationresearchon SMEs in the retailing industijowever, as it is clear
from the research, this topic offers prospects foture research. This chapter will

mention some of possible focus areas in the further research.

For instance, it would be interesting foesearchers to examine different countries
export systemsin order to examine if, like the Norwegian export systemay deter
SMEs from seflg in these particular markets. This would be interesting it may
indicate another possible reason why SMEs do mufolve in crosdorder e

commerce, or maybe avoid specific countries as export destinations.

' Yy20KSNJ ARSI F2NJ FdzZNIKSNJ NBaSI NOK g2dzZ R ¢
language needed in the Swedish and Norwegian market, as the data indicated, is a

phenomenon only limited in these countries, or is a more Scandinavian culture
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associated aspect. This would be really helpful in also understanding why Danish
SMEs do not opt for crodsorder ecommerce, as the need of such a cultural

adaptation will be grat for an SME.

Lastly, as this research utilized a single case study, a complementary study, which
employs more Danish case studies, can be beneficial in further answering and

comparing, but also generalize the findings of this study.
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Appendix B Interview Guide

LYGSNDASESNRQ GSYLXGS
Interviewer is in charge of the structure of the interview and might change following things:

9 Order of the questions
1 Additional topics / questions can laelded based on the discussion

However, interviewer needs to talk about the following topics / ask following questions in all
interviews.

Introducing questions

T LYGSNIBASSESSQa yIYSsE LRaAldAzy
1 Some introduction regarding the company

[ SiQa y26 GANYQBROSEHAR NKSI OGAOAGRX
1st group of questions:

T /Iy @&2dz LX SIFasS (Stf dza | 02 dziHoviiKskartedl,A N a4 Q
how soon from the creation of the firm, what happenesic.)

1 In your knowledge, did the firm make any kind of research leekiarting selling

abroad? (In which market}?

Why you selected those specific markets?

Are you planning to sell to other markets tofi?ave you considered selling in other

European marketg?

)l
1

Thank you for your responses. We are now at the second sectithisointerview. In this
section we will talk about the difficulties that the firm faced in the process that we
previously discussed.

2nd group of questions:

1 When you started selling abroad, did you experience any difficulties? (What were
thosedifficulties?

9 Did you expect to face these difficulties before starting selling abr@idg®es, were
you prepared to face these difficulties? Hgw?

1 Are you still facing the same difficulties, or have they changed? (If they have
changed, how®Vhat are youacing now?

1 Inyour opinion, what are the most important difficulties that the firm faced or keeps
facing?Why?

Barriers significant in the literature:

I Informationalaccess
Resourcedinancial
Governmental
Financing

Trade barriers
Tariff/non-tariff

= =4 =4 4 =4
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Thank you again for your responses. We are now at the last section of the interview. In this
section we would like your opinion abotlite internet exporting here in Denmark.

3rd group of questions:

1 According to statistics, not so many Danish firms chawssell abroad through
internet, why you think this is happening?

1 Some people argue that internet exporting is easier than the traditional export,
what do you think about it?

1 Have you experienced any problems related to the Internet in your export aétivity
9 How would you characterize your overall internet selling experience?

The interview is coming to an end, so before we end this discussion, there anything else you
would like to add about our conversation?

Thank you very much for your time and the valeat@sponses.
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Appendix C. Interview Transcription

Appendix C presents the transcription of the interview with Med24 country
manager SolveigMalvik.

Interviewer: What is your name and position in the firm?

Respondent: My name is Solveig and | guess my position is country manager. In our
small company everybody wears many hats, so | also work with branding and
communication and the internal communication. | am also responsible for the

Norwegian market and basically anyting that has to do with the Norwegian market,
except the customer service. And | don't pack the packages and these kind of things, but
everything else is my responsibility.

Interviewer: Can you tell us briefly about the firm, about the products you sdt,?

Respondent: Med24 is a bit like Boots, except we also sell a lot of food and we also sell a
lot of med care products. So, in Norway market, a lot of older people are our customers
because we sell a lot of healthcare products. But our main revenugeam is

supplementary (dietary supplements). We also have some beauty and skin care and

then food, baby care. Anything really for a healthy life bwve are not telling people how

to live a healthy life. If you think homeopathy and oils are healthy, we havhat. If you

run triathlons we have things for you. If you are more like me and you like to work in the
garden and you think that walking your dog is healthy, then we have stuff to support

that kind of healthy lifestyle as well. So, anything really to gport a healthy life.

Interviewer: So, let's now start with the main part of the interview.

Respondent: We have been in Norway as a market since approximately 2015. But the
company was created in 2005.

Interviewer: Yes, we wanted to ask more aboutth\We are interested in the process,
how Med24 started selling abroad? The whole process from the beginning.

Respondent: | wasn't part of the beginning and | don't know why they started with
Norway and Sweden. So, | can't really talk about why Norway @rsweden, other than |
think they just did it. | think they just thought "Ok. It's going well in Denmark. Let's also
do Sweden and Norway." | don't think it was any more consideration than that. And

mainly because it is very easy for us to understand eacht her ' s’ | anguages.

harder for us to go to Germany or Finland. Swedes, Norwegians and Danes, we can all
understand each other. In Finland it would be a whole different way of communication.

Interviewer: From ourcollaboration with Med24 in the pevious project, we know that
the company tried from the first steps of its creation to start selling in Sweden, but it didn't
go as planned. Do you know what happened?

Respondent: They've tried different things and, you know, they needed the proper web
science and proper infrastructure. They had a Swedish person on a part time balsig
they needed to commit to that in order for it to work. Because the online marketing
sector in Denmark and Norway, are so big and people can buy from foreign websites,
but they prefer to have local websites. So, you need to really not just try to sell, but you
really need to make an effort to make it work.
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Interviewer: So, in your knowledge, both, from the very beginning and from 2015, was
there any planning before, likenarket research, etc?

Respondent: Not really.
Interviewer: So, there wasn't any preparation for it?

Respondent: No. Because it's basically the same language. The barriers to entry are not
so big. I don't know if there was any market research. | can ask, but knowing them, |
doubt there was really any. Because | know that they didn't know much of the rules,
laws and regulations. They just kind of started selling. And then we've caught up with

the laws and regulations.

Interviewer: You told us that the selection was mainly based on the fact that languages
are common and understood, so this was the basis how you dhesaarkets. But in the
future, do you know if the company plans to go to other markets?

Respondent: We do not currently have any plans to expand to other markets.
Interviewer: Not even in Europe?

Respondent: No. Because it's the language barrier. Now, we would rather be more
successful in the markets we are now, rather than start expanding to other markets.
Because we are very much focused on the organic growth, we are not putting a lot of
money into growing.We are putting money into growing, but not in terms of say "yeah,
lets invest 15 million DKK", we invest in growing organically.

Interviewer: Thank you for your responses in this part. We are in the second section of the
interview where we will talk abotithe specific difficulties that the firms faced while trying
to sell abroad. So, when you started your second time, did you experience any difficulties?

Respondent: Yeah. In Sweden we didn't have so many difficulties because it's within
the EU. So, it@uld still be difficult because it ismore expensive for us to sell in Sweden,
because we are not in the same country. So we have an expense just getting the goods to
Sweden. So, distribution. Most other Swedish companies they don't charge any delivery
charges, but we do, because we are abroad. And that is a huge problem in Sweden,
because most companies don't charge for delivery. There is also slightly different laws
and regulations in Denmark than in Sweden, so there are certain things that we are not
allowed to sell, but they are minor. In Norway, because it's outside of the EU they have
very different laws and regulations, especially when it comes to food, dietary
supplements, medicare products, what is called medical devices. And they have their
own rules for what you can put in skin care products. Also because it is outside the EU
we need to export it from Denmark and then import it to Norway. We don't have that in
Denmark, In Sweden we can just send it. So, in Norway it's more complicated, also
geographically speaking, is a very big country, especially in the wintertime, there can be
very large logistical problems because just getting the goods from Oslo to the other end
of Norway. It is far and it's snowy and the roads might be closed. And Norwegian
customers also have other expectations when it comes to delivery time. They expeeb3
days. Swedish people expect-2 days. So, expectations are different, but, still, logistical
challenges in Norway are big.

Interviewer: So it is easier and closer to dedir on time on 2 days in Sweden, but it's more
difficult in Norway?
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Respondent: Yes. Except in Norway area, you can't really deliver. But also in Norway
especially with regards to the legislation for dietary supplements and food, there's been
a looseningof the rules. So when | started we had very strict rules for what we can sell
of food and dietary supplements. For example, in order to import food you had to
register everything, you were going to import 24 hours in advance. Which meant that if
our customers were to do that, we would have to first decide what are we sending
tomorrow and then send it. And then it would be another day of plus logistical hurdle
because it had to be registered into systems and stuff. But that was abandoned in
November of 2016.S0 now we're able to sell food and so we can sell other like speciality
food that people would have to live in Oslo to get hold of. I've lived in the countryside in
Norway myself and it can be really hard to get hold of say Matcha tea or special beans.
And then for the dietary supplements they have also loosened the rules to become more
aligned with the EU. Which is great.

Interviewer: So, the initial problems that you have faced, somehow fade away? You now
expect specific things and you know that "yewiill have to see these". But also the
regulations are easier?

Respondent: Yes, so regulations now in our markets is a lot easier. But the logistical
challenges are still there and to some extent become more difficult, because people have
higher expectdions. Because when we started even though it's just three years ago, a lot
has happened on online businesses and people's expectations has gone up just since
then. Then you could survive delivering, having a week delivery time, now people want

it almost as quick as possible. So the logistical challenges are the same. If not worse.

Interviewer: Other than the mentioned difficulties that you have, we know from the
literature that many firms like yours face also other difficulties. For example, financing
was one of the most important things. Did you experience something like that?

Respondent: No, because we've grown organically so we don't have issues with finance.
We started out really really small and then we've grown slowly. If you compare to say
JollyRoom, they grew exponentially last year. But they also invested the money in it. So
they went from how many employees to hundreds. And we grew also last year by 5
employees. When | started, | think we were maybe 20, now we are 50. So we've grown a
lot but it's not like tremendous. Maybe we could if we got the money for it but we're not
interested in putting the company into debt to do that.

Interviewer: Another thing that we would like to know, you said that Norway and
Sweden are more culturally close last in terms of language. But also in the Danish
culture in general, other than the expectations that they understand each other that are
different?

Respondent: Yeah relatively similar.
Interviewer: So you didn't face any difficulties in regards this?

Respondent: No, not really. There could be adjustments, for example, we've had more
success with ads in magazines in Denmark than we've had with ads in magazines in
Norway and Sweden. That might also be because we're more well known in Denmark.
So eople see and know who we are. We sell slightly different products more of certain
things and, but we're just more well known in Denmark and there is a lot that comes
from that. So we're more reliant on Google ads in Sweden and Norway than we are in
Denmark, because we still get a lot more new customers. Norway people know us and

then come to us. Ot her than that 1t is very
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Denmark, it was now. And in Norway it was in February. It's not very difficult, but you
can't sendthe same emails, you have to target. But other than that it's very much the
same. And also because a lot of Norwegians they come for summer holiday to Denmark.
They have fun memories of Denmark, they think of Denmark as maybe a bit more
advance in terms @& design, in terms of certain things and not the other things. So we can
actually sell on that and say "this is a
where you all went on your summer holiday". So we can also use the Danish element
and say "wehave this Danish". Because we don't sell a lot of the Norwegian brands that
Norwegian customers are used to. Because then we would have to export them from
Norway and then reimport them again which would be very complicated. Maybe one

day we'll have a loggtic centre in Norway but now | can't even imagine how that would
work, because if people ordered two different things, then how would we merge them.

Interviewer: In Norway you have the warehouse now or it's directly distributed from
Denmark?

Respondent: We don't have anything in Norway, other than we are legally registered in
Norway.

Interviewer: Regarding the government here in Denmark, did you have any difficulties
regarding the laws here when you wanted to export?

Respondent: No.

Interviewer: But are you aware if Danish government has any motives or support
programs?

Respondent: We have a lot of support from the local government, but more in terms of
that they enjoy our business development and then we are big employer and we eloy
people with an academic education. So we have support from them in that sense, but not
regarding export. They don't work against us or with us, but they enjoy and support us
being there, because we bring money to the region. So it's more in terms oathNot in
terms of supporting our export. We haven't had any problem with that.

Interviewer: And lastly in this section, from the things that we've discussed, what would
you say that in your experience was and maybe still is the most difficult problesi you
have faced?

Respondent: Logistics.
Interviewer: And you are still facing it?

Respondent: Yes. For example, last summer we had this huge hacker attack and they
also hacked TNT distribution. And we used them for transport and they also did our
imports and exports and obviously you can never predict. And these issues just have a
huge impact on Norway, less so in Sweden. So you have these basic problems which is
expensive, it takes a lot of time and it takes a lot of work and then you get all tieesther
unpredictable on top. And something unpredictableisually happens every few months.
So, logistics. And when your logistics don't work, you lose your customers' trust,
because obviously you are not delivering what they hope and expect. We've triegllie
very clear on expectations and say that delivery time is so low and communicatehgre
are any problems
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Interviewer: Regarding these things that you are saying, could you say that you have
faced maybe more competition in the foreign markets thhere in Denmark?

Respondent: No. Maybe more in Sweden. Because in Denmark we are allowed to sell
over-the-counter medication, but we're not allowed to sell them in Sweden and Norway.
But | wouldn't say that we're facing more competition in Sweden and Noray.

Interviewer: But you said you are selling also different products?

Respondent: We are selling basically the same products, but people buy slightly
different products. Like, we sell a lot of chlamydia tests in Norway and we don't sell

them in Denmak. So who knows? Maybe in Denmark they buy them somewhere else, or
they don't worry about chlamydia as much.

Interviewer: Probably it's one of the products that people mostly buy onfine

Respondent: Yes. It's one of the things that people buy online and if they won't deliver
it, you don't go to the store. So | can understand that. But | don't know why we sell more
in Norway. What does it say about Norwegians?

Interviewer: So we are now in the lasestion of the interview. In this section we would
like your opinion about the internet exporting, specifically here in Denmark. For example,
according to the statistics, in Denmark the number of firms that are selling through the
internet to foreign counties is rather low. Can you tell us your opinion, why this is
happening?

Respondent: Well, | can imagine that there could be several reasons. One of them
obviously is all the logistical issues. And if you don't have a system for export, for
example, for 18 everything is automated. We have Navision and once we know all the
orders, they will be delivered today. | can push a button and it generates a file that is
sent and it goes through that export system by itself. If you have bigger orders and you
have todo them manually or if you do it randomly then that could be a problem. But |
think we also sell products to Norway from the Danish website and that is maybe what
you're asking for. Not companies that have a whole export operation but people who
just selland deliver to other countries. Because it's two different things. And we don't
have a lot of problems delivering to other EU countries, from the Danish website or all
over the world. As long as we can have guarantees for the payment. But there is not the
same safety necessarily for fraud, depending on the country. In Norway, for example, or
outside the EU, some people order medication from the Danish website to Norway and
we're not allowed to send it. And private people aren't allowed to order it either. & we
do send it to Norway. And then there is the customer's responsibility. Or other things for
custom reasons, like any liquid is very expensive for us to import to Norway. So we don't
sell them. People are buying them still and then it's theresponsihility. That's not a
problem for us because it's the customers' problem. And we can guarantee for their
payment. But | think the logistical and fraud issues are mostly important. At least that's
what stops us from sending some of the orders abroad.

Interv iewer: Some people say that exporting through the internet is easier than, for
example, traditional export activity. Would you agree with that?

Respondent: When you say exporting through internet do you mean like the company

from our perspective? | have never tried exporting not through the internet, but from
what | can imagine and what | have heard is that there's a lot of paperwork, but most of
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it now is done online. And even if you are exporting and you don't own web shop, you
still handle your papers online.

Interviewer: For example, literature says that the internet can help in specific barriers
that firms may face in regarding to traditional exportindike bureaucracy or paperwork.
So they say that probably those things are eliminated when you do it online.

Respondent: Yeah. | think more and more is moving online. But | think that if you don't
normally export, it's a huge investment in time and peopleAlso, for the Internet
exporting. Because you need to either have systems that can export for you or you need
to learn how export systems work. Because it gives you this customs tariff codes, for
example, and you need to know what the custom tariff coder everything you export

and import. And if there are regulations related to either of them. It all makes sense, but
you have to learn it. But that's possible.

Interviewer: It is a process that through experience, it's something that you learn?

Respondent: Yeah. And | think Internet makes it a lot easier from what | heard when
people said that you had to hand in four different copies of everything in paper. When
we export to Norway, for example, the company that exported for us, they still have to
deliver some papers by hand to certain offices and then wait for them to go through
them. It could be made easier and | expect it will be easier in two years, five years.

Interviewer: So related to the internet, you already said some things about it. Have yo

face any difficulties that comes probably from the Internet or technology itself? For
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difficult. So it's again the aspect of infrastructure, people, etc.?

Respondent: Yes. | think every company will have some sort of order and management
system and stock management system. And they should be connected. You sell 10
different things and you know how many you have. That is the problems you always get
with the internet. People miss emails, emails being stuffed in the spam or people not
receiving the emails or not receiving delivery notifications. That's the main problems we
encounter. Then, of course, our system can break down. Every time we have an order,
we print the label and sometimes we have issues with that. For example, last week we
couldn't print any labels. When we say, OK now we send this order, the information goes
to our provider who then sends us back information, then we need to put on that label
and we didnt get that information. And sometimes you also experience that the
information has been disconnected. So we get the label and then it is connected to
something else. For example, just before Christmas, Post Nord connected all the label
information's for not just us but for everybody not to be delivered around all Norway,

but to this one location. Who was just like: "Why are we getting all these piles of goods
that aren't even going here.?". But they can't actually read the label and say "Well, this is
supposed t o go there, not here.” Because they d
electronic information. And it is vulnerable. And that isn't the first time something like
that has happened. But if that becomes disconnected or muddled up. So it's thgistical
issues again.

Interviewer: Regarding the Internet, you already mentioned something about payment
problems, frauds. Have you experienced any difficulties regarding this?

Respondent: It's how do you define difficulties. Because you always experice fraud.
But in Norway and Sweden we cooperate with something called the Klarna and they are
supposed to take the burden off the fraud. It's more like Afterpay or VIApay. It's like a
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system where people write their CPR, personal identification number.md then you're
supposed to only be able to send to that person's address. So we're supposed to be
protected in terms of that people aren't supposed to order if they are not the person

they say they are. And here is after pay and credit cards and we have ihsurance with
the credit card provider. We also have the human level and if they see an order and they
say "this person has ordered 10 units of something extensive that someone wouldn't
normally order 10 of.". We would look into the order and contact te customer and ask

did you actually ordered? We had the Chinese person who ordered 10 thousand crowns
of fish oil. But that's okay, it's not a problem. But then we didn't actually want to take the
payment through the usual system, we wanted to get the paynt upfront. Because
there's actually quite a few Chinese in Norway that order fish oil from us and then sell it
on to Chinese that come on tourist boats. So that's not a fraud. Maybe it's not legal for
him. | don't know. Because we're a Norwegian comparwe pay taxes, taxes are all
payed. But that was not a fraud. But someti mes
credit cards, classic online problems.

Interviewer: One last thing about the internet. For example, have you ever experienced
maybe a lack ofrust from your customers, based on the internet, not the company itself?

Respondent: Yeah, well because we are only online, so we don't have the store. | had a
customer, this one person said "l do not want to give you my email address. Why do |
have to gve you my email? It's personal.” You can't make an order. | can't send you

anything. I need your email. You can borrow yo
an email address you only use for this. But | need an email address so | can communicate
withyou and | "'"m not going to give it to someone.

". And then we have older people who have never used the computer before. And
sometime customer service walks them through the system.

Interviewer: Soit's easy for them to pick up the phone and make the order like?his

Respondent: They can't order on the phone, but we can have them, and we can say
"okay, this is the product you want. This is how you put it in the basket. This is where
you should type in your credit card information." We cannot get it from them, but they
can put it in there, so we can walk them through it. Or say, "Do you have someone who
can help you?".

Interviewer: Finally, regarding the internet, how would you characterize yourevall
experience through these years as selling through the internet. It was easy, smooth,
challenging, new?

Respondent: In Norway, we've had challenges because of the regulation but it's been a
victory because the regulations have been opened up. Sk it's just been better and
better. And I think it's just such a given that everybody sells online, that it is not
something special or different. | can't be bothered going into town to buy stuff, | buy
everything online. It's just how things work. Andas long as the regulations follow.
Another issue we have in Norway is that the import and export they're not made for
companies like us, they're made for companies that say import a pallet of salt. And we
might sell 10 grams of Himalayampink salt and we mght sell 50 grams of salt from
France and everything is under a different import export lines, declarations. But their
system can only cope with kilos. So in their eyes it's 1 kilo of this and 1 kilo of this, even
though it is 10 grams and 50 grams but tt is because | think we are pretty particular in
terms of every day exporting and importing such small amounts of very different things.

Interviewer: These things havereated a problem or it's just the way it is?
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Respondent: It's an ongoing problem, because it gets more expensive. Because we pay
taxes not for 10 grams but for a kilo. So if we sell five items of salt, one is from France
and one is from Himalaya, one is from Peru and one is from UK and Denmark. Then that
turns up to five kilos instead of 50 grams. So it's more expensive, so you don't earn a lot
of money. And then in Norway, 1st of January we got this sugar taxation that | hope will
disappear again, because it's just confusing.

Respondent: | have another questio. | understand that you're not the one that decides
which markets you are going to enter and h@w

Respondent: Yes, it's Nils and Kristian.
Interviewer: So they are together as a team when they make decisions?
Respondent: Yes.

Interviewer: Has the &e of your firm ever been an obstacle to your business activity? As
size | mean maybe the warehouse, because you are retailers or pgeople

Respondent: | will show you around afterwards, then you can see it. It's never been an
obstacle, because whenevet's been an obstacle, we've built more warehouse facilities.
And we're very good, very efficient in our use of warehouse and packing. We're more
efficient than many other companies.

Interviewer: So again, it's the result of the technology that you're ogP?

Respondent: Yes. Because we use a lot of technology. We have 18 000 different
products of all different sizes. But then we've invested in new warehouse but it's not like
we've built this enormous warehouse thinking it will expand. It's been an organic
growth. And that is our policy and then there is no plans to expand into different
markets at the moment. But that doesn't mean it won't happen. But if it does happen, it's
because we are able to and maybe we find language is a big barrier again. Buttrigiw,
there is no plan.

Interviewer: So the interview is coming to an end, thank you very much that you covered
all the things that we wanted to know. But if there is anything that is coming to your mind
as another difficulty and you haven't mentioned it at some point, you can add it.

Respondent: OK. But | think it's the |l ogistic and co
biggest barrier. You can have many different ones as well because this is just lame. How

is it now ranked in terms of how you describe the product online. What are pete's

expectations, because obviously you buy a product that you can't tangibly touch. You

need to have proper descriptions that you know it will always be the problem, being

visible in search. Biggest problem is logistics at least today.

Interviewer: But in Norway and Sweden you have sites in local languages?

Respondent: Yes. We are in a region where do sit company, but we are located in
Denmark. So it's not like we are exporting from the Danish business.

Interviewer: Thank you very much for your tie
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