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Internationalization is one of the most important growth measures for SMEs, and as a result of 
globalization, the phenomenon has further increased its popularity. In the first quarter of 2020, 
the international business environment experienced an unprecedented external shock that had 
major impacts on the international business environment and thus the internationalization of 
companies. This study examined how the coronavirus pandemic has affected the 
internationalization processes of industrial SMEs. In addition, the study will address the 
impacts of the pandemic on firms’ key business processes and how firms have managed to 
protect their businesses during the pandemic.  
 
The study was conducted using qualitative research methods, interviewing four Finnish-based 
SMEs that had begun to internationalize either during or just before the coronavirus pandemic. 
The results of the interviews were analyzed by comparing them with the literature, which was 
used to draw conclusions. The results of the study show that travel and gathering restrictions 
imposed as a result of the coronavirus pandemic have significantly hampered and slowed down 
the internationalization process of SMEs. As a result of the pandemic, firms have had to adapt 
their business processes to meet the challenges posed by the external shock. The results also 
show that firms have managed to protect their businesses thanks to rapid adjustment measures. 
Academically, the thesis provides new findings on the pandemic's effects on firm-level 
internationalization processes and further discusses its effects on a dynamic capability-driven 
model.  
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Kansainvälistyminen on pk-yritysten yksi merkittävimmistä kasvutoimenpiteistä, ja 
globalisaation johdosta ilmiö on kasvattanut suosiotaan entisestään. Vuoden 2020 
ensimmäisellä vuosineljänneksellä kansainvälinen liiketoimintaympäristö koki 
ennennäkemättömän ulkoisen shokin, joka vaikutti olennaisesti kansainväliseen liiketoiminta 
ympäristöön ja siten yritysten kansainvälistymiseen. Tässä tutkimuksessa tutkittiin, kuinka 
koronaviruspandemia on vaikuttanut teollisuuden alalla toimivien pk-yritysten 
kansainvälistymisprosesseihin. Lisäksi tutkimus käsitellee pandemian vaikutuksia yritysten 
keskeisiin liiketoimintaprosesseihin sekä kuinka yritykset ovat onnistuneet suojaamaan 
liiketoimintansa pandemian aikana.  
 
Tutkimus toteutettiin laadullisia tutkimusmenetelmiä hyödyntäen, haastattelemalla neljää 
suomalaista pk-yritystä, jotka olivat aloittaneet kansainvälistymisen joko 
koronaviruspandemian aikana tai juuri ennen sitä. Haastattelujen tuloksia analysoitiin 
vertaamalla niitä kirjallisuuteen, jonka avulla muodostettiin johtopäätöksiä. Tutkimuksen 
tulokset osoittavat, että koronaviruspandemian johdosta asetetut matkustus- ja 
kokoontumisrajoitukset ovat huomattavasti hankaloittaneet ja hidastaneet pk-yritysten 
kansainvälistymisprosesseja. Pandemian johdosta yritykset ovat joutuneet muokkaamaan 
liiketoimintaprosessejaan vastatakseen ulkoisen shokin aiheuttamiin haasteisiin. Tulokset 
osoittavat myös, että yritysten nopeiden sopeuttamistoimenpiteiden ansiosta he ovat 
onnistuneet suojaamaan liiketoimintansa. Akateemisesti, tutkimus tarjoaa uusia havaintoja 
pandemian vaikutuksista yritysten kansainvälistymisprosesseihin ja keskustelee sen 
vaikutuksista dynaamisiin ominaisuuksiin perustuvaan malliin. 
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1 INTRODUCTION 
 

The first chapter of this thesis provides a short overview of the decisions that impacted the 

choice of the topic being studied. In order to familiarize readers with the topic, general 

background information regarding the topic is presented first. Following that, the key objectives 

and research questions are presented. Limitations, as well as the scope of this study, are also 

described in this chapter. The structure of the thesis is presented at the end of this chapter.  

 

1.1 Background 

 

During the recent decades, globalization has substantially increased competition in almost 

every industry. As a result of this, many smaller firms have been forced to seek opportunities 

outside their home market to keep their business operations alive. In many cases, international 

markets are very different compared to firms’ home markets. The international business 

environment is characterized by frantic competition as well as economic, social, legal, political 

and cultural differences, which makes it much riskier compared to firms’ home markets. 

Ignoring risk while performing international activities can expose firms to massive financial 

losses. That said, successfully expanding operations to foreign markets requires firms to adjust 

their activities to the external environment. (Conconi et al., 2016.) 

 

Firms experienced an external shock during the first quarter of 2020 when the coronavirus 

pandemic spread rapidly and became a global health issue. The pandemic brought unseen and 

unique problems especially for firms operating internationally due to limitations on free 

movement between countries and mobility of labor. Due to the nature of the pandemic, some 

firms were temporarily shut down, people were confined to their homes and countries set bans 

on group activities. Firms operating internationally have had to cope with the coronavirus 

pandemic at a country, regional and international level and impacts are expected to be severe. 

There have been other external shocks in the past that have affected global markets, but the 

uncertainty caused by the pandemic has forced firms to modify their ways of doing business. 

Societies are experiencing social change, but international business operations are expected to 

continue. (Ratten, 2020.) 
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Nobody could have predicted dimensions of the coronavirus pandemic in advance, but by 

implementing risk management activities, firms may have secured themselves more efficiently. 

Risk management activities are particularly crucial for small and medium-sized enterprises 

(SMEs) as their financial and human resources are often limited (Dominguez, 2017). During 

crisis times, functional risk management can act as a crucial factor for business operations and 

their existence. Implementing risk management at a high level improves a firm’s market value, 

financial performance and usually leads to higher financial success (Kot & Dragon, 2015). 

While having caused significant financial and operational impacts, the pandemic has also 

created opportunities for firms to benefit from digital infrastructure (Ratten, 2020). Firms that 

can adjust their capabilities to respond to rapidly changing external environments are more 

likely to exploit these opportunities. Dynamic capabilities allow firms to transform their 

resources, innovations and activities to match evolving needs of the business environment, thus 

enabling the exploitation of occurring opportunities. (Helfat, 1997.) 

 

1.2 Objectives and research questions 

 

Due to the pandemic’s new nature, there have not been studies conducted focusing on its effects 

on firms’ internationalization. Nowadays, many firms are dependent on success in international 

markets, and as firms’ international activities have significantly increased during recent 

decades, a study focusing on the pandemic’s impacts on firms’ internationalization is 

rationalized and needed as suggested by Ratten (2020). The international business environment 

is still in an uncertain state as a result of unexpected external shock, which in turn requires firms 

to be able to transform. Having already impacted societies in many ways, it is therefore likely 

that the pandemic has also forced firms to either develop or reshape their existing capabilities 

to respond to changing circumstances.  

 

As the ongoing pandemic is still evolving daily, it is impossible to predict when it will end 

which causes enormous financial and operational challenges, especially for firms operating 

internationally. Previously, there has been some research about health crises, but they have 

taken a narrower view on issues having progressed more slowly. Ratten (2020) points out that 

as the pandemic is still ongoing, more attention should be paid to how it is changing firms’ 

creativity, decision-making and operations as the information will help entrepreneurs and firms 
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to cope and understand global uncertainty. Due to the pandemic’s relatively new nature, there 

is a gap in the literature regarding its effects on small firms’ internationalization. Therefore, by 

analyzing the effects, a research gap in the literature would be filled and useful information for 

decision-makers and other researchers could also be provided (Ratten, 2020).  

 

The significance of risk management activities increases when firms expand business 

operations outside their home country, especially now when international markets are 

characterized with great uncertainty and unpredictability. Risks are always present when 

performing business activities, but the severity of their impacts can be reduced. Brustbauer 

(2016) points out the benefits of implementing risk management activities, particularly in 

SMEs, as they enable firms to deteriorate negative risk implications and allow firms to exploit 

opportunities. Risk management activities are an essential part of a successful 

internationalization process. Therefore, this study will also focus on assessing firms’ risk 

management activities. 

 

Considering above mentioned aspects, the main objective of this research is to examine and 

understand how firms’ internationalization has been affected by the pandemic. To support this 

objective and to gain a larger picture about the pandemic’s impacts on firm’s 

internationalization, the paper also aims to understand how firms have adjusted their processes 

and capabilities (i.e., dynamic capabilities) as a response to a rapidly changing environment. 

Finally, this study focuses on examining firms’ risk management activities to depict whether 

they have been able to secure themselves from unexpected external shock.  Therefore, the main 

research question of this study is formed as follows: 

 

How has the coronavirus pandemic affected SMEs’ internationalization? 

 

The main research question is relatively broad by its nature. Hence, sub-questions are formed 

to support the research question and deepen the author’s knowledge. Sub-questions included in 

this study are:  

 

How firms have changed their key business processes to respond to the pandemic?  
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Have SMEs been able to secure themselves from the pandemic? 

 

1.3 Scope and limitations of the study 

 

Certain limitations must be done to narrow down the topic. The study is limited to four Finnish-

based SMEs that are manufacturing end products for industrial customers. Limitative factors in 

terms of SMEs in the study are turnover, balance sheet and the number of employees, which 

are explained in more detail in chapter 6.3. The industrial segment is chosen since it accounts 

approximately for 21 percent of Finland’s economy and it has not suffered as much as other 

industries, like for example forestry (Tilastokeskus, 2020). To provide relevant findings, all the 

included firms must have started their internationalization in late 2019 or during 2020.  

 

By limiting the study to focus only on SMEs is likely to provide more insightful results as they 

tempt to face crises more severely as suggested by Juergensen et al. (2020). Limitative factors 

in terms of what kind of firms can be accounted for as SMEs are the number of employees and 

turnover or balance sheet. These limitations are described more precisely later in chapter 6.2. 

In addition to their ability to share insightful views on the pandemic’s impacts, SMEs are an 

appropriate target group for examining dynamic capabilities. As mentioned earlier, SMEs are 

increasingly aiming for international markets and these internationalizing firms are expected to 

face changes in their business environment and operations, likely forcing them to adjust their 

resources and capabilities. As SMEs' risk management activities have been criticized in the 

past, it is valuable to assess how they have been able to protect themselves from external risk 

(Brustbauer, 2016).  

 

1.4 Theoretical framework 

 

The topic being studied is a relatively broad concept by its nature and the theoretical framework 

helps readers to understand the concepts and summarizes the theories used in the thesis. The 

theoretical framework of the thesis is built around the internationalization, dynamic capabilities 

and risk management of SMEs. It also aims to provide a deeper understanding of how the 

pandemic has affected SMEs internationalization by reviewing relevant literature about the 

phenomenon. Dynamic capability-view is closely interlinked with internationalization during 
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the pandemic as firms are not only dependent on their resources and capabilities, but also on 

their ability to continuously reconfigure and adjust them to respond to evolving international 

environment (Torkkeli et al. 2019). Similarly, risk management is closely connected to 

internationalization, particularly during the pandemic time, as effective implementation of risk 

management can increase firms’ international performance and help in achieving competitive 

advantage (Virglerova et al. 2020). Therefore, the theories being studied have been divided 

among these four groups. The theoretical framework is presented in Figure 1.  

 
Figure 1. The theoretical framework 

 

1.5 Structure of the study 

 

In total, this study consists of nine chapters. These are an introduction, theoretical framework 

which has been divided into four chapters, research methodology, empirical findings, 

discussion and summary. Most of these main chapters include smaller sub-chapters to make the 

paper easier to read. The first chapter introduces the background of the study, objectives and 

research questions as well as the scope and limitations of the study. From there, the study 

continues to the theoretical framework part which includes multiple chapters. The first 

theoretical framework chapter focuses on SMEs internationalization by going through various 

motives, barriers and internationalization models. The next chapter focuses on dynamic 
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capabilities and it aims to describe them in more detail and show their significance for 

internationalizing firms. The third theoretical chapter aims to provide insights regarding the 

pandemic and how it has impacted the international business environment. The last theoretical 

chapter introduces SMEs' risk management activities and processes to gain a deeper 

understanding of how smaller firms have previously tried to secure their business operations. 

After the theoretical framework, research methodology is presented and discussed more 

thoroughly. Included sub-chapters aim to explain and rationalize why certain research methods 

were chosen. In addition, one of the sub-chapters introduces the chosen case companies. 

 

Empirical findings will be divided into three clusters: internationalization, dynamic capabilities 

and risk management. Each of these clusters aims to share relevant findings obtained from the 

interviews. In the first place, dividing the findings into different clusters makes them easier to 

understand, and eventually, makes it easier to answer the research questions. After that, findings 

are discussed in the light of literature and answers to the research questions are provided. The 

final chapter of the paper includes discussion, managerial implications, limitations and validity 

as well as suggestions for future research. The structure of the thesis is illustrated in Figure 2.    

 
Figure 2. Structure of the thesis 
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2 SMES INTERNATIONALIZATION 
 

The decision to internationalize is one of the most relevant actions concerning SMEs' 

competitiveness (Castagna et al., 2020). Internationalization occurs when a company expands 

its business activities to international markets (Hollensen 2019, 52). During the recent decades, 

an increased number of firms have started to expand their operations outside their domestic 

countries (Conconi et al., 2016). The closeness of people and countries around the globe, in 

other words, globalization has led to increased SMEs internationalization efforts (Peng 2014, 

19-20). In many industries, globalization combined with increasing digitalization has developed 

an operational environment to further strengthen competition amongst firms operating in it. 

This has urged companies to seek opportunities from international markets to keep up with the 

everchanging competition (Hollensen 2019, 14).  

 

Äijö (2008, 20-21.) states that firms are being globalized either actively or passively. As 

operational environments are coming closer to each other’s, firms pursue to reach financial 

growth by gaining market share internationally. Moreover, companies are formed to create 

value for their owner(s), so they often expand operations to international markets and 

internationalize their activities to secure growth and profit. Despite providing benefits for 

companies and their stakeholders, global free trade and internationalization have received 

criticism, although the reality is that cross-border business activities have played a key role in 

enhancing global welfare (Hollensen 2019, 5).  

 

SMEs internationalization is usually significantly different from large scale firms (LSEs). In 

SMEs, internationalization attempts are often viewed as distinct and individual processes by 

the leaders, whereas in LSEs, internationalization often occurs simultaneously in various 

countries. (Hollensen 2019, 52) Furthermore, Castagna et al. (2020) suggest that SMEs 

internationalization is more complicated than larger firms and they often require support from 

external sources. SMEs are usually more likely to start their internationalization from 

geographically close markets, whereas LSEs may aim for global markets already from the start 

(Albaum & Dauerr 2011, 26). Exporting is a common model for SMEs to do business in 

international markets, especially during the early stages of internationalization. In the literature, 

exporting is viewed as an ongoing process with the company increasing international 
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commitment gradually. (Albaum & Dauerr 2011, 116) The establishment of SMEs 

internationalization is illustrated in Figure 3 below. In these pre-stages, firms’ decision makers 

aim to gain enough information and relevant knowledge to induce internationalization. 

The following chapters aim to describe this process in a more detailed manner by examining 

motives and barriers as well as external and internal factors. 

 

 
Figure 3. Initiation of SMEs internationalization (Hollensen 2019, 52) 

 

2.1 Literature review on SMEs internationalization theories 

 

Internationalization of a firm is a phenomenon that has attained intensive research from various 

perspectives since the 1970s (Saarenketo et al., 2004). Previously, large multinationals have 

played a dominant role in international business literature but today’s marketplaces, SMEs are 

encountering increasing competition from larger firms which has led them to respond to market 

needs at a booming pace (Paul & Rosada-Serrano, 2019). Earlier SMEs were viewed more as 

passive victims rather than active players but as the last few decades have indicated, SMEs have 
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successfully established international operations outside their home markets (Gjellerup, 2000). 

This issue has further highlighted discussion around SMEs internationalization theories. 

(Ruzzier et al., 2006, 467-477.) 

 

Smaller firms have previously viewed internationalization as a gradual process. One of the most 

well-known theories concerning firms’ internationalization is the Uppsala model initially 

presented by Johanson and Wiedersheim-Paul (1975), which proposes that firms 

internationalize through four stages from no international activity towards multinational 

enterprise with foreign production facilities. In Nordic countries internationalization of SMEs 

has previously been understood as a process of gradually increasing involvement and 

commitment in foreign operations (Ruzzier et al. 2006, 478). Johanson and Vahlne (1977) 

further developed the initial Uppsala model proposing that firms tend to start 

internationalization from physically close countries with similar business practices, laws, and 

culture. They state that after gaining experimental knowledge from physically close countries, 

firms may aim to expand operations to physically more distant countries. The Uppsala model 

has received criticism on highlighting the importance of experimental learning, and later studies 

have argued that internationalizing firms can learn from others without having to experience 

the same (Andersen 1992; Forsgren 2002, 258-260). Johanson and Vahlne (2009) revised the 

original model by depicting that firms internationalize through their networks.  

 

Indeed, there is growing support of literature proposing that SMEs rely heavily on networks 

and relationships while internationalizing (Madhok, 1997). Bell (1995) describes networks as 

business relationships in which network partners seek to gain advantages by being a part of the 

network. He suggests firms can use connections within the network as platforms to expand their 

operations to other countries. In the first place, relationships offer great opportunities for SMEs 

to achieve international markets, but they can also provide solutions for firms to succeed in 

increasingly developing business environments (Coviello & Munro, 1997). Johanson and 

Mattsson (1988) studied the role of networks in internationalizing firms and developed the 

network model where they suggest that firms internationalize by creating connections with 

foreign actors in different parts of the value chain. Further, the network model highlights the 

importance of a firm's positions in the network and proposes that embedded firms are dependent 

on the resources of other firms. A firm’s position in the network influences its 
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internationalization strategies, such as foreign market entry mode selection (Moen & Gavlen, 

2004). Internationalization through the network model differs notably from the traditional stage 

model, mainly due to its complex pattern and the fact that firms following it tend to expand to 

more physically distant markets. (Johanson & Mattsson, 1988.) 

 

Recent literature provides evidence that all firms do not necessarily follow gradual stages in 

their internationalization process (Paul & Rosada-Serrano, 2019). Rennie (1993) provided 

insights on a born global (BG) phenomenon where firms start internationalizing right after their 

inception and aim for multiple markets simultaneously. At about the same time, Oviett & 

McDougall (1994) examined international new venture (INV) firms who also aim international 

markets soon after foundation. Although the aspect of rapid internationalization is emphasized 

in both theories, there are differences between the two. By a definition, the theory of 

international new venture is more extensive and proposes that firms transfer their value chain 

activities to foreign markets as a part of the internationalization process, whereas BGs mainly 

internationalize through exporting. Despite providing transformational information on small 

firms’ internationalization, born global phenomenon has received critique regarding its rather 

strict limitations on how firms may be defined as born global. Age as a defining factor may be 

challenging to evaluate in some situations since the founding members likely have obtained 

skills and knowledge way before establishing the firm. Furthermore, BG firms are operating at 

regional and/or international levels rather than globally, meaning that the term ‘global’ should 

not always be used to describe nascent firms’ internationalization. (Madsen & Servais, 1997.) 

 

Not all firms start internationalization soon after their inception. Bell et al. (2001) studied firms 

that have been operating multiple years in the domestic market and start internationalizing 

process much later in their timeline. They define such firms as born-again globals (BAG). It 

has been examined that many BAG firms internationalize rapidly, similarly to BG firms. 

However, there are differences between these two definitions. BAG firms often have already 

developed business processes that may affect their internationalization decisions, whereas BG 

firms can establish their business operations and processes to be more suitable for 

internationalization. Additionally, BAG firms are not as risk-seeking as BG firms. (Bell et al. 

2001.) 
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2.2 Motives to internationalize  

 

There are several reasons why SMEs expand their business operations internationally, and those 

often vary depending on a firm’s strategic objectives. Van Tulder (2015, 36) defines motive as 

a force initiating, guiding, and maintaining goal-oriented behavior. Integration of close markets 

around the globe allows companies to explore resources, assets, and firm-specific advantages 

where they are located. However, the main driving factor behind their expansion often is 

financial possibilities, in other words, to make more money (Hollensen 2012, 35). That said, 

one factor alone hardly sparks any international actions, rather a mixture of motives that 

eventually lead to internationalizing.   

 

Internationalization motives have received a lot of researchers’ focus on the past and thus, there 

are multiple views available. In his book, Dunning (1996) defined four main motives which 

drive firms’ internationalization. Firstly, he suggests that natural resources-seeking firms 

expand to international markets to access resources at a lower cost in the foreign market or that 

are not available domestically. Secondly, market-seeking firms who internationalize to gain 

access to new markets to find potential customers. Thirdly, he points out efficiency-seeking 

firms who internationalize to reduce expenses associated with performing business activities. 

Finally, strategic asset-seeking firms venture abroad to acquire strategic assets that are crucial 

to their long-term strategies but are not available at home country. (Dunning 1996.) 

 

Hollensen (2019, 53) suggests that internationalization motives can be divided into reactive and 

proactive motives. Albaum and Duerr (2011, 117-119) expand this view by suggesting that 

internationalization motives can additionally be defined into internal and external factors. 

Reactive motives indicate that firms react to external signals such as pressure or threats in the 

home markets and are reintegrating passively to them by transforming their actions over time. 

Proactive motives on the other hand propose that companies attempt to strategy change based 

on their interest in utilizing their competencies or market possibilities. (Hollensen 2019, 51-

53). These internationalization motives are presented in Table 1 below. 
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Table 1. Internationalization motives (Albaum & Duerr, 2011; Hollensen 2019) 

 

 Internal External 

Proactive Managerial urge Foreign market opportunities 

 Profit and growth aim Change agents  

 Technology competence / 

unique product 

Tax benefits 

 Economies of scale  

Reactive Extended sales of seasonal 

products 

Small and saturated domestic 

market 

 Risk diversification Closeness of international 

markets / psychological 

distance 

 Overproduction / excess 

capacity  

Unexpected foreign orders  

  Competitive pressure 

 

 

 

Proactive motives 

 

Internal 

o Managerial urge: Drive and motivation of decision-makers’ towards 

internationalization. Managers’ attitudes regarding international ventures play a central 

role, especially in SMEs. Managers who have experienced either living or travelling 

abroad are often more internationally minded. Also, prior experience from foreign 

market activities and professional networks may encourage SMEs' internationalization. 

(Hollensen 2019, 55; Albaum & Duerr 2011, 118) 

o Profit and growth aim: A company’s ambition to grow influences significantly its 

actions. As SMEs' resources are often limited, the desire for profits at the first stages of 

internationalization is important. However, the planned profits usually differ heavily 
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from attained profits and profitability may be low if the firm has no prior experience in 

international operations. (Hollensen 2019, 53; Albaum & Duerr 2011, 116) 

o Technology competence / unique product: When a company provides a unique product 

that is not available internationally, it is likely to receive inquiries from foreign 

customers which reinforces export activities. Moreover, unique technology may create 

a competitive edge for the company and result in foreign market business operations. 

Furthermore, possessing unique assets in the domestic market may increase the 

willingness of expanding those competencies abroad due to very low opportunity costs. 

(Hollensen 2019, 56; Albaum & Duerr 2011, 120; Belniak, 2015) 

o Economies of scale: Increasing output allows a firm to reduce production costs 

considerably. A company can utilize increased production to cut operating expenses by 

utilizing capabilities forming its competitive edge in the domestic country and moving 

them abroad. Increased production obtained from the international market also helps to 

reduce domestic expenses, thus making them more competitive in the home country. 

(Hollensen 2019, 56; Albaum & Duerr 2011, 121) 

 

External 

 

o Foreign market opportunities: If a company possesses or is capable of securing 

resources required to respond to foreign market opportunities, it will distinctly influence 

their willingness to internationalize. Generally, decision makers tend to focus on a few 

foreign markets that have similar opportunities to their home country. (Hollensen 2019, 

56; Albaum & Duerr 2011, 121; Belniak, 2015) 

o Change agents: Organizations such as trade associations, banks, chambers of 

commerce, and government agencies may act as a major influencers of international 

actions. Organizations can promote international actions by guaranteeing loans, 

publishing data about foreign markets, providing help in trade missions, providing credit 

and insurances, and sponsoring. (Albaum & Duerr 2011, 121) 

o Tax benefits: For some companies, tax benefits can act as a crucial motive to start 

internationalizing. By utilizing tax benefits companies can offer their products at a lower 

price or earn higher profits. (Hollensen 2019, 57) 
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Reactive motives 

 

Internal 

o Extended sales of seasonal products: By selling products in foreign markets where 

seasonality is different from the home country, companies can achieve greater stability 

in sales. Besides, this also enables more stable production throughout the year. In some 

industries, these can act as a stimulus for foreign market expansion. (Hollensen 2019, 

59; Albaum & Duerr 2011, 122) 

o Risk diversification: Often countries do not face economical fluctuation at the same time 

or with the same intensity. By operating in several markets (market spreading), 

companies reduce risks associated with a decline of sales and profits in only one market. 

This enables companies to operate efficiently in continuously evolving markets and can 

promote willingness to perform foreign market activities. (Albaum & Duerr 2011, 120) 

o Overproduction / Excess capacity: If a firm’s resources are not fully utilized, 

international markets may work as an outlet for them. Furthermore, utilizing excessive 

resources on internationalization is a cost-effective way for companies to expand as they 

do not have to invest heavily in new equipment or labor. (Hollensen 2019, 58; Albaum 

& Duerr 2011, 122) 

 

External 

o Small and saturated domestic market: Small domestic market potential is one of the 

most common reasons for internationalization. Also, if the market is declining or 

stagnant, it may push companies to expand international markets. (Hollensen 2019, 58; 

Albaum & Duerr 2011, 124) 

o Closeness of international markets: For companies operating in Europe, physical and 

psychological distance can influence their willingness to internationalize. When the 

foreign market is viewed physically or psychologically close, expanding is not 

necessarily perceived as global activities, rather as an extension of domestic operations. 

However, proximity to foreign markets does not automatically mean perceived 

closeness to foreign customers. In some cases, cultural differences and legal factors 

make foreign markets psychologically distant, although they would be physically close. 

(Hollensen 2019, 59) 
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o Unexpected foreign orders: Inquiries received from foreign customers may spark a 

firm’s awareness about international opportunities and thus, influence their decision to 

internationalize. (Hollensen 2019, 59; Albaum & Duerr 2011, 123) 

o Competitive pressure: Competitors’ actions in international markets work as an 

incentive to internationalize for many companies. Fear of losing international and 

domestic markets for competitors benefitting from economies of scale may drive a 

firm’s actions towards internationalization. (Hollensen 2019, 57)  

 

2.3 Barriers hindering internationalization  

 

Although internationalization enables companies to pursue lucrative possibilities in 

international markets, it also exposes companies to various risks (Kubícková & Toulová 2013, 

2386). Especially during the early stages of internationalization, firms may lack information 

and knowledge about activities in a foreign market, emphasizing perceptions of risks (Liesch 

et al. 2011, 856). Hollensen (2019, 66-68) divides barriers hindering internationalization into 

three categories: general market risks, commercial risks, and political risks.  

 

Competition from other companies in foreign markets, challenges to find the right distributor, 

and adjusting products/services to foreign markets can be seen as general market risks. Foreign 

markets often differ in culture and language which increases comparative market distance, 

meaning that companies must collect information to operate efficiently in foreign markets and 

to avoid such risks. In many cases, selling abroad involves increased operational costs. 

Furthermore, products and services require adaption to match foreign customer needs and a 

more precise marketing mix. Calvelli and Cannavale (2019, 130) express that internationalizing 

firms should also pay attention to soft factors such as different beliefs and values, work ethic, 

and the tendency for co-operation with foreign actors, as all of these can impact a firm’s 

profitability. Above mentioned dimensions are general market risks that may hinder firms’ 

internationalization processes. (Hollensen 2019, 66.) 

 

Fluctuations in exchange rates, damages/delays in the product distribution process, and contract 

disputes due to delays in payments are commercial risks internationalizing firms may 

experience. Rapid changes in interest rates and commodity prices are also factors that may 
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cause commercial risks for companies as fluctuation in commodity prices impacts directly or 

indirectly a firm’s production costs and therefore their profitability (Calvelli & Cannavale 2019, 

141-146). However, risks regarding exchange rates can be minimized when firms are using a 

common currency. Considerations concerning instability of commodity prices should also be 

addressed, especially if a company is acquiring raw materials from foreign markets (Calvelli & 

Cannavale 2019, 146). All above-mentioned risks cannot be eliminated but companies should 

learn to recognize the impacts of exposure to such risks. (Hollensen 2019, 67.) 

 

Political risks such as foreign government restrictions, high tariffs on imported 

products/services, and national export policy are political risks that should be considered by 

internationalizing companies. Also, lack of governmental assistance in defeating export barriers 

may eventually cause political risks. Lassere (2012, 190-192) points out that in some cases, 

utilizing a cheap workforce or bad working environment may affect companies’ brand image 

and cause them political risks. (Hollensen 2019, 67.) 

 

2.4  Internationalization models 

 

For over 50 years, firms’ internationalization processes have been studied actively among 

researchers (Saarenketo et al., 2004). However, a generally accepted definition of 

internationalization does not exist in the literature. Despite the many available definitions, 

Schweizer et al.'s (2010) definition of internationalization is adopted for this study. They 

excellently summarize the term by proposing that intentional expansion of a firm’s operations 

across borders is, by definition, internationalization. In the following sub sectors, different 

internationalization models are described more closely to understand and depict different 

pathways firms may follow while internationalizing.   

 

2.4.1 Theory of born global 

 

Born global internationalization theory was first introduced by McKinsey & Co in 1993 when 

they conducted a survey and examined reasons for the significant growth of over 300 Australian 

manufacturing firms. Their study provided insightful views on SMEs' internationalization and 

competitiveness, challenging more traditional theories. (Rennie 1993, 45)  
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Knight and Cavusgil (1996, 11) define BG firm as a young, small, technology-oriented 

entrepreneurial firm that aims to international markets soon after its inception. They suggest 

that BG firms usually come up with technically advanced innovations or processes with an 

international focus. The main distinctive feature between a domestic firm and a BG firm is the 

ambition towards international markets. BG firms are often managed by entrepreneurs with 

international vision and they view the whole world as a borderless marketplace. Within a few 

years after their foundation, they usually export at least a quarter or more of their production. 

The study conducted by Rennie (1993) proposed that such firms accomplished over 75 percent 

of their turnover through international sales, whereas domestic focused firms only obtained 20 

percent of their total sales from international markets. Furthermore, it averagely took 27 years 

for traditional firms to perform their first export activity. (Knight & Cavusgil 1996, 11-12; 

Rennie 1993, 45-48.) 

 

Niche markets and globalization have substantially enhanced the emergence of BG firms. 

Customer demand for specialized or customized products in developed countries has 

accentuated and explained why small companies can foster export markets. Additionally, 

globalization of markets and increasing competition from multinational enterprises (MNEs) 

have, in some cases, forced smaller firms to focus on developing products or services to fill 

narrow global niche. According to Knight and Cavusgil (1996, 22), a smaller size of a firm can 

facilitate international ambitions as they often have faster response time, adaptability, and are 

more flexible in general. Furthermore, small firms tend to be more customer-oriented and adjust 

their products or services to respond to customers’ specific needs. Finally, global networks 

including business partners, institutions, and sub-contractors have significantly promoted the 

existence of BG firms. Knowledge, tools, and resources obtained through international 

networks are enabling factors of SMEs' successful international operations. (Knight & Cavusgil 

1996, 20-22; Madsen & Servais 1997, 565-567.)  

 

In her paper, Coviello (2015, 19) raises attention around “born global” terminology and argues 

that Knight and Cavusgil (1996; 2004) popularized the initial concept of Rennie (1993), leading 

to the point where it is being applied without considering the implications. She argues that most 

BG firms examined in previous studies operated in regional markets or a comparatively limited 

number of markets. Therefore, it is more suitable to describe such firms’ operations with terms 
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“regional” or “international”, depending on the geographic dimensions of their activities. 

Kuivalainen et al. (2012) extend this view further and suggest that required efforts and level of 

comfort differ when performing export activities in international markets versus operating 

around a firm’s home region. Furthermore, BG firms are viewed as rapid internationalizers and 

their initial foreign market entry often takes place within three years after their domestic 

establishment (Knight & Cavusgil, 2004, 125). However, the concept of time can be 

challenging to define, as there might be a lag between the establishment of a firm and its 

inception of international activities (Kuivalainen et al., 2012). In addition, there is a lack of 

evidence on the pace of internationalization after the initial market entry, meaning that 

dimension of speed can be tricky to assess. (Coviello 2015, 19-24.)  

 

Soon after the initial study by Rennie (1993), Oviatt & McDougall (1994) introduced a concept 

of international new venture (INV) which has some similarities with the born global concept. 

They define INV as a business that seeks a competitive advantage from multiple countries by 

utilizing its resources and the scale of outputs. Similar to BG firms, INVs can be small 

businesses that desire international markets instantly after inception (i.e., a global start-up). 

However, the concept of INV is broader and suggests that firms coordinate various value chain 

activities in foreign countries, whereas BG concept indicates that such firms internationalize 

mainly through exporting. The concept of INV focuses more on the age of firms when they 

internationalize, not on their size. Hence, it applies to firms with more resources and a strong 

presence in domestic markets as well. Furthermore, INVs often commit more resources to 

internationalization and seek to utilize various entry strategies in the process, including foreign 

direct investment (Cavusgil & Knight, 2015, 4-5). (Oviatt & McDougall, 1994, 45-60.) 

 

All said I must highlight that nowadays many small companies meet the characteristics of a BG 

simply due to increased competition and globalization. International markets are coming closer 

and impacting entrepreneurs’ and managers’ mindsets. Free trade of goods and services 

combined with unrestricted information flows tempt young and small businesses to focus on 

foreign markets right after their foundation. For example, software firms can sell products and 

services to foreign markets without the physical exchange of a product, making them in some 

cases, a born global firm based solely on their actions without having to further define their 

characteristics.  
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2.4.2 Born-again global 

  

BG theory is relatively restrictive in terms of what type of firms can be accounted as a born 

global. Generally, a BG firm should accumulate a majority of its turnover from foreign markets 

soon or within a couple of years after inception. However, recent literature has depicted that 

there are various pathways and alternatives to how firms may internationalize. Therefore, 

researchers have presented more applicable theories to describe some firms’ 

internationalization processes. Born-again global (BAG) theory offers an alternative view on 

rapid internationalization and illustrates possible motives for changing focus from the domestic 

market to international markets rapidly. (Sheppard & McNaughton, 2012) 

 

Bell et al. (2001) developed ‘born-again’ model to describe a phenomenon where a firm has 

established a presence in the domestic market before starting rapid and dedicated 

internationalization. More often, such firms operate years without any international actions until 

a crucial incident suddenly guides them to internationalize promptly. In their paper, Bell et al. 

(2001, 181-185) suggest that change in the ownership and/or management, company 

acquisition, and customer followership are the main crucial incidents initiating BAG firms’ 

internationalization. There are various reasons why such incidents may happen, but the 

consequences are usually similar. As a result of these incidents, firms often end up possessing 

more financial resources, better international knowledge, access to international 

channels/networks, and experience improvements in management. However, rapid 

internationalization often occurs due to a combination of crucial incidents, not because of just 

one incident. That said, all these factors significantly support BAGs internationalization. (Bell 

et al. 2001, 181-186.) 

 

There are some similarities between BAG firms and BG firms. Sheppard and McNaughton 

(2012) suggest that born global phenomenon is not only limited to new ventures. Bell et al. 

(2001, 186) support this view and propose that the rationale behind BG phenomenon can also 

be applied to other firms than start-up ventures. Moreover, they argue that the phenomenon is 

not an organizational form, rather a strategy how a firm’s value can be added through 

internationalization. Therefore, other organization forms may utilize the same strategy to pursue 

international growth. As presented above, BAG firms may experience critical events much later 
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in a firm’s lifecycle initiating swift and intensive internationalization, similar to BG firms. In 

fact, after starting their internationalization BAGs tend to internationalize to more countries 

than BGs. BAG firms may utilize their domestically established position, networks and 

business practices in their internationalization, whereas BG firms must develop their processes 

from scratch. Consequently, BAG firms tend to take fewer risks in their internationalization 

process compared to BG firms (Knight & Cavusgil, 2004, 129). (Sheppard & McNaughton, 

2012.)  

 

2.4.3 The Uppsala model 

 

The Uppsala model first introduced by Johanson and Wiedersheim-Paul (1975) is one the most 

well-known theories describing SMEs internationalization. The Uppsala model suggests that 

SMEs internationalization is a process of gradually increasing involvement as the knowledge 

and experience a firm possesses increases. At start firms often choose a low-resource 

commitment mode and move towards high commitment modes after gaining knowledge and 

experience in the foreign market. Moreover, they state that firms often start internationalization 

to neighboring countries or other countries physically close with similar business practices to 

avoid risks and uncertainty. According to the Uppsala model, a firm’s internationalization 

process develops in four stages: 

1. No regular export activity 

2. Export via sales agent 

3. Selling through own sales subsidiary 

4. Own production/manufacturing in the foreign country 

 

The Uppsala model indicates that motivation to start internationalization initially comes from 

demand from abroad. In the first stages, firms usually lack foreign market knowledge due to 

differences between countries for example, in language, culture, and political aspects. The 

uncertainty caused by narrow market knowledge hinders internationalization processes, as the 

commitment and allocation of resources to the foreign market are limited. Key decisions 

regarding commitment to foreign markets are usually based on knowledge. According to 

Johanson and Vahlne (1977), knowledge is connected to present and future demand and supply, 

competition, distribution channels, and payment conditions, which vary depending on the 
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country. Additionally, they state that market knowledge can only be obtained through 

experience in the market, whereas operational knowledge can be transferred from home county 

to foreign markets. Knowledge can be perceived as a resource, and deeper the knowledge about 

a foreign market, the more valuable are the resources. Therefore, as a firm learns and gains 

market knowledge, it often increases commitment to the market. (Johanson & Wiedersheim-

Paul, 1975; Johanson & Vahlne, 1977.) 

 

Increased knowledge and commitment lead to higher activity in the market, meaning that more 

resources are being invested into the internationalization process. The amount of resources 

allocated to foreign market operations impacts the overall market commitment. Johanson and 

Vahlne (1977) express that resources are market-specific if they are produced or adjusted to 

match specialized customer needs. Such resources cannot be profitably directed to another 

market or used for other purposes, further increasing commitment to that specific market. 

Moreover, they point out that firm experience and market experience are an indispensable part 

of the firm’s internationalization process, although there is a lag between actions and their 

consequences. To actualize consequences effectively, firms should repeat operational activities 

continuously. The need for continuing repetition of operational activities requires resources and 

investments, which increases market commitment evermore. (Johanson & Vahlne, 1977.) 

 

Although receiving much focus from researchers and students in the past, the traditional 

Uppsala model has also received critics. Figueira-de-Lemos, Johanson, and Vahlne (2011) 

point out the simplicity of the model and complexity of risks associated with 

internationalization, emphasizing that more attention should be paid to them by decision-

makers. In their paper, Johanson and Vahlne (1977) propose that lack of market knowledge is 

one of the main factors hindering a firm’s internationalizing. However, the amount of available 

market-related information has significantly increased since their study and nowadays firms 

can have access to specific market knowledge before starting internationalizing. The main 

emphasis of the Uppsala model is on experimental learning and how it impacts a firm’s actions. 

Forsgren (2002, 258-260) holds a differing view and he suggests that firms can learn through 

business relationships and gain access to other firms’ knowledge without experiencing the same 

as the other firms. Furthermore, he argues that by observing other firms’ operations, acquiring 

firms, hiring people with international knowledge or conducting specific market research, firms 
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can gain knowledge without having to go through the same experiences as other firms. 

(Forsgren, 2002.) 

 

Following changes in business environments and to answer some of the critics, Johanson and 

Vahlne published an updated version of the Uppsala model in 2009. The revised model depicts 

firms to internationalize through their relationships with domestic or foreign partners who are 

committed to develop the business. In the updated paper they suggest that a business network 

consisting of a variety of interdependent relationships is the foundation for internationalizing, 

instead of experimental knowledge highlighted in the initial model. Learning and commitment 

occur in business relationships, further increasing networks’ impact on deciding which market 

to enter and which mode to use. Moreover, existing relationships enable firms to recognize and 

utilize opportunities that affect their market choices and entry strategies, further strengthening 

their position in the international embedded network. Successful internationalizing requires a 

firm to be an “insider” in one or more networks. The revised model explains that without a 

position in a relevant network, a firm suffers from being an “outsider” and the 

internationalization process becomes more challenging. (Johanson & Vahlne 2009, 1414-1424) 

The revised model is presented in Figure 4 below. 

 

 
Figure 4. The revised Uppsala model (Johanson & Vahlne 2009, 1424) 
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The left section describes a firm’s state variables, and the right section describes a firm’s change 

variables. The model expresses a dynamic process of learning, trust-building, and commitment 

where variables can affect each other. In the first stages, the updated model suggests that firms 

create opportunities through exchanges in their network. Thus, network partners act as a 

relevant source of opportunities, impacting a firm’s decisions and actions. The authors view 

opportunities as the most crucial factor driving firms’ processes. The importance of trust and 

commitment is highlighted in the revisited model and they serve as substitutes for knowledge 

in some situations. Additionally, commitment requires trust between partners, and trust can 

develop into a commitment if there are positive functions and willingness between networks. 

However, increased knowledge can reduce a firm’s commitment, or in some cases, even end 

the relationship. (Johanson & Vahlne 2009, 1413-1425) 

 

Despite revising the original Uppsala model, it has received criticism for failing to consider 

industries and their characteristic needs. The model is argued to be general which allows 

different theories to be adapted into it (Oliveira & Figueira, 2017). Also, the model takes a 

narrow view and does not observe other factors such as the firm’s capabilities. The model does 

not propose whether the presented way of internationalizing is optimal or what firms should 

follow. Moreover, the Uppsala model does not consider born global theory i.e., multimarket 

entry strategy. (Carneiro et al., 2008) That said, the Uppsala model is one of the most frequently 

cited theories describing SMEs' internationalization process, although the debate concerning its 

applicability and optimality to different industries is likely to continue in the future. 
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3 DYNAMIC CAPABILITIES 
 

In today’s global economy, firms need to possess dynamic capabilities which in the first place 

enable firms to survive the competition, and additionally, provide opportunities for growth 

(Helfat et al. 2007). As a result of a more open global economy, successfully operating in a 

foreign market requires adaption and innovativeness from firms (Augier & Teece, 2009). 

Globalization has not stopped, and it will expand further, meaning that the international 

business environment will remain dynamic in the future. Firms that can forecast and react to 

mounting changes in their environment have better possibilities to grow and be profitable 

compared to firms reacting more slowly. However, to utilize international growth possibilities, 

firms need to develop innovative international strategies, in other words, dynamic capabilities 

(Torkkeli et al., 2019). This phenomenon has further increased the significance of dynamic 

capabilities in SMEs internationalization. 

 

Dynamic capabilities have been studied extensively in the recent literature and there are several 

definitions available, varying slightly depending on the author’s background and perspective. 

Some scholars have emphasized routines and patterns of dynamic capabilities, while others 

have highlighted aspects of entrepreneurship management. These two approaches are viewed 

as complementary rather than substitute. Definitions of dynamic capabilities are presented in 

Table 2 below. 

 
Table 2. Definitions of dynamic capabilities 

Author Definition 

Helfat (1997) Competences/capabilities which enable a 

firm to develop new products/processes to 

meet changing market circumstances 

Teece, Pisano & Shuen (1997) A firm’s ability to develop, change, and 

integrate internal and external capabilities to 

respond rapidly changing environments 
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Griffith & Harvey (2001) Combinations of difficult-to-imitate 

resources, including effective utilization of 

business networks on a global basis that can 

provide a firm with competitive advantage 

Macpherson, Jones & Zhang (2004) Managers’ abilities to develop innovative 

responses and solutions to changing business 

environment 

Augier & Teece (2009) A firm’s ability to anticipate and exploit 

opportunities, to develop and protect 

knowledge, competencies to gain 

competitive advantage 

 

As it can be seen from Table 2, most of the researchers view dynamic capabilities as processes 

regarding a firm’s ability to adjust its resources to respond to changes in business environment. 

Furthermore, researchers have emphasized that dynamic capabilities are not spontaneous 

reactions, rather intentional changes of a firm’s resource base. Teece et al. (1997) underline that 

dynamic capabilities mainly emerge in fast changing environments. On the other hand, 

Eisenhardt and Martin (2000) depict that dynamic capabilities can occur in stable and dynamic 

surroundings. Ambrosini et al. (2009) explain this view further and suggest that dynamic 

capabilities emerge differently depending on the state of the environment. In stable situations, 

dynamic capabilities occur as small changes in resources, while in rapidly changing 

environments adaption requires more radical changes that affect a firm’s resource base.  

(Kuuluvainen, 2011.) 

 

There has been debate around the heterogeneity of dynamic capabilities and their 

commonalities between firms. Dynamic capabilities are assumed to be unique and firm-specific 

(Barreto 2010, 262-263). Nevertheless, Eisenhardt and Martin (2000) propose that similarities 

in the dynamic capabilities of different firms may exist. Firms may share some common 

features in their dynamic capabilities, but exactly similar dynamic capabilities do not exist and 

most of their capabilities are idiosyncratic (Teece et al. 1997).  
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3.1 Dynamic capabilities in the internationalization process 

 

Internationalizing successfully is not only dependent on firms’ resources and capabilities, but 

also on their ability to continuously reconfigure and adjust them to respond to evolving 

international environments (Kogut & Singh, 1988). Whether a firm is following incremental or 

accelerated internationalization process, it may tailor its dynamic capabilities to support 

internationalization as both processes suggest a predetermined path for building dynamic 

capabilities. Prange and Verdier (2011, 127) suggest that different capabilities support different 

internationalization processes. Moreover, firms’ resources are often viewed as a determining 

factor of their market entry choice (Eisenhardt and Martin, 2000). That said, resource advantage 

may not be adequate, meaning that internationalizing firms must possess idiosyncratic 

capabilities to take the advantage of their existing resources. Luo (2002) depicts that 

competition between internationalizing firms is based on their abilities to learn and apply 

knowledge to international markets, in other words, based on their dynamic capabilities. 

(Prange & Servais, 2011.) 

 

The internationalization process illustrates a firm’s route in pursuing global opportunities, and 

it usually occurs in a way that firms explore, test, and probe the way by utilizing domestic 

advantages and shift them to abroad. Conconi et al. (2016) support this view by proposing that 

firms often test foreign markets via exports. On the other hand, if a firm discovers it is not 

generating profits, it will stop expanding to that market. Incremental and accelerated 

internationalization processes differentiate significantly by their nature. Hence, the required 

dynamic capabilities in both processes are also very different (O’reilly & Tushman, 2004). 

March (1991) further applies the terms exploitation and exploration to describe these processes. 

Exploitation is linked with certainty, risk reduction, and monitoring, whereas exploration is 

connected to innovation, experimenting, risk-taking, and resilience. Prange and Verdier (2011, 

127) have come up with a dynamic capability-driven model to describe different capabilities in 

exploitative and explorative internationalization processes. The framework is presented in  

Figure 5 below. (Prange & Servais, 2011, 125-128.) 
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Figure 5. Dynamic capability-driven model (Prange & Servais, 2011) 

 

Exploitation is referred to applying existing knowledge gained from local searching, 

experimental learning and utilizing existing routines (Vermeulen & Barkema, 2002). March 

(1991, 85) extends this view further and suggests that exploitation is linked with extending 

existing capabilities, technologies, and paradigms. As mentioned earlier, the incremental 

internationalization approach (Johanson & Wiedersheim-Paul 1975; Johanson & Vahlne 1977) 

is also based on knowledge acquisition and learning. Exploitative internationalization relates to 

reducing risks by accumulating knowledge and experience. Prange and Servais (2011, 128) 

suggest that firms can gain a competitive advantage in international markets by utilizing their 

existing capabilities developed in the home market. After developing a set of capabilities in the 

home market and achieving the needed threshold, a firm considers itself as ready-to-

internationalize. Development of threshold capabilities enables a firm to incorporate new, more 

foreign-specific assets and capabilities as a part of their internationalization. Threshold 

capabilities refer to firms’ abilities to organize themselves in a way that makes them competitive 

in different contexts. (Prange & Servais 2011, 128.)  
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Consolidation capabilities occur when a firm performs slow and repetitive internationalization 

activities, often leading to a process of learning and acquiring knowledge based on their prior 

experiences (Sapienza et al. 2006). Usually, this impacts firms existing capabilities in a way 

that they consolidate them by combining products and developing regional clusters. In such 

cases, earned profits serve as a driver for future expansions while firms adjust their operations 

to match geographically close areas. March (1991) illustrates that such capabilities enable firms 

to put more focus on recognizing and exploiting opportunities by developing structures and 

routines. (Prange & Servais, 2011, 128.) 

 

Although exploitative capabilities may act as an initiator for internationalization, firms must 

include exploration of completely new capabilities as a part of their learning, which enables 

them to create additional value (March, 1991). Exploration is connected to the development of 

new capabilities. The theory of international new ventures can be considered as a proponent of 

exploratory knowledge development (Zucchella et al., 2007). Similarly, when a BG firm 

examines an unknown foreign market, it must develop non-existing capabilities, for example, 

new processes and routines. However, BGs often start capability building from scratch, and 

entrepreneur’s and/or managers’ knowledge may act as a substitute for corporate experience 

(Sapienza et al., 2006). Prange and Servais (2011, 128) propose that firms may encounter a 

challenge in developing value-adding capabilities which originate from their competence to 

manage and access other firms’ assets through corporate relationships in various geographical 

locations. (Prange & Servais, 2011, 127-131.) 

 

Leveraging threshold and consolidation capabilities through incremental steps can be 

considered simple and rigid (Vermeulen & Barkema, 2001). Birkinshaw and Hood (1998) note 

that firms pursuing faster internationalization processes and entering more distant 

countries/markets possess capabilities that support strategic change. Strategic change 

capabilities, or as defined by Prange and Servais (2011, 128), disruption capabilities often lead 

to strategic adjustments throughout the whole firm by questioning existing operating routines. 

As firms age, they often start to develop routines and barriers that hinder their abilities to grow 

in new foreign markets, whereas the flexibility of younger firms enables them to quickly learn 

and adopt competencies required to pursue growth in international markets. That said, 

disruption capabilities may support firms in preventing them to experience age-related 
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vulnerabilities and lock-in effects originating from outdated capabilities and routines 

(Weerawardena et al., 2007). Thus, disruption capabilities are particularly relevant for BAG 

firms who start internationalizing suddenly and rapidly after a long period of domestic 

operations.  

 

Small firms normally require dynamic capabilities in their aspirations to operate in foreign 

markets. Moreover, Castagna et al. (2020) express that SMEs internationalize more 

successfully if they can leverage their strong internal resources as a part of the 

internationalization process. As illustrated above, exploitative capabilities (threshold and 

consolidation) and explorative capabilities (value-adding and disruption) support and incite 

internationalization processes. Exploitative capabilities support the change of existing 

capabilities, whereas explorative capabilities indicate firms to focus on developing new 

capabilities. Both being second-order capabilities, meaning that they are in a central role when 

a firm wants to update its existing capabilities by learning, changing, and improving (Collis, 

1994). Survival and growth have been argued to be closely interlinked (Steffens et al., 2009), 

however, when looking at this from a resource allocation point of view, they are clearly 

separated as growth is often linked with large investments whereas resources allocated to profit-

oriented survival strategies are usually limited. Prange and Servais (2011, 129) note that firms 

aiming to strive international performance are required to develop either explorative or 

exploitative internationalization capabilities, depending on their aims and objectives. (Prange 

& Servais, 2011, 128-130.) 
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4 EFFECTS OF UNEXPECTED ON SMES INTERNATIONALIZATION 
 

Since coronavirus first emerged in January 2020, it rapidly spread and became a global health 

crisis representing an unexpected external shock, affecting many SMEs' international business 

operations notably. Ratten (2020, 630) describes the crisis as a phenomenon that rarely occurs 

but has a high level of uncertainty, thus significantly impacting individuals and societies. 

Furthermore, health crises are often unpredictable, and they are much difficult to understand 

than natural or technological disasters. Kuckertz et al. (2020) propose that the covid-19 

pandemic can be characterized as a black swan event as it was surprising, had great significance 

and has already caused major economic effects. 

 

Restrictions on free movement have had a substantial impact on the international business 

environment. Due to the nature of the disease, many countries have imposed restrictions on 

travelling and gatherings which have further created uncertainty in the international business 

environment. SMEs operating internationally have to deal with the virus at regional, country 

and international levels (Ratten, 2020, 633). People have been confined to their homes and 

firms have been forced to operate accordingly to the “new normal”. According to Verbeke 

(2020, 444), the term new normal depicts a radical situation caused by a large external shock 

that is changing firms' and societies' behavior substantially. Indirect effects caused by export 

and import delays are also impacting the international business environment. The ongoing 

pandemic has also caused tensions and stress, especially for firms operating internationally. 

While social distancing has become a new norm, it has also emphasized use of digital services 

and technologies as a part of business operations. Blackburn et al. (2020) suggest that the covid-

19 crisis has forced firms to adopt digital infrastructure and provided opportunities for firms to 

improvise and experience. During a time of crisis, firms need to learn and progress faster than 

ever before as it will substantially influence their performance during recovery. (Ratten, 2020, 

629-634.) 

 

Laufs and Schwens (2014) express that crises, such as covid-19, are likely to have severe effects 

on SMEs, mainly due to their limitations on financial, technological, and human resources. 

SMEs are often viewed as more flexible and adaptable than larger corporations because of their 

private ownership, small size, and lower hierarchy policy. Although these factors may be 
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beneficial during a crisis, SMEs are less resilient compared to larger firms which means that 

SMEs need more time to return to normal operations after a crisis. While SMEs in European 

countries have expressed similar concerns over their business operations (OECD, 2020), 

Cowling et al. (2018) note that the effects of a crisis are highly heterogenous and firms are 

being affected differently. Naturally, the impacts can also vary significantly depending on the 

industry. 

 

Due to its relatively new and evolving nature, the number of researches conducted regarding 

the pandemic’s effects on SMEs internationalization is still low. More attention should be 

focused on pandemic’s effects on SMEs business operations as they play a crucial role in the 

European economy, covering over 99% of all enterprises and two-thirds of employment 

(European Commission 2019). Nevertheless, in a recently published paper Juergensen et al. 

(2020) present immediate, short-term and long-term effects for manufacturing SMEs. 

 

Stand-alone SMEs, which produce final goods for consumers and/or industrial markets have 

especially been affected by logistical issues. Although untapped capacity utilization is a major 

challenge for manufacturing SMEs, demand-related effects represent an immediate and more 

rigorous threat. Elastic demand is a commonality between stand-alone SMEs operating in 

different industries. Consumers have faced employment uncertainties and financial challenges, 

and as a result many stand-alone SMEs have seen an unexpected decline in demand. On the 

other hand, some manufacturing firms have transitorily reorganized their operations to produce 

goods needed during the pandemic such as facemasks or other medical equipment as an attempt 

to cover some of their lost demand. (Juergensen et al. 2020, 502) 

 

As of writing this paper, the pandemic has been ongoing for almost a year, but its economic 

consequences are difficult to predict as the disease continues to swell globally. Stand-alone 

SMEs have experienced financial disruptions associated with the covid-19 pandemic due to 

lockdown measures and changes in consumer confidence. In the short-term, this will create 

financial challenges and liquidity issues, especially for stand-alone SMEs as many of them have 

witnessed a substantial decline in demand, on an international level as well (Amankwah-Amoah 

et al., 2020, 3). Additionally, Verbeke (2020, 444) express that SMEs operating in heavily 

affected industries have also experienced shutting down a number of their global value chains, 
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which have further affected their international operations. Before the global pandemic many 

stand-alone SMEs were already operating under strict financial constraints and now their future 

looks even more alarming. Similarly, knowledge-based firms have become vulnerable to 

financial challenges. Moreover, government restrictions regarding social distancing have forced 

many SMEs to implement changes and thus, further increasing financial investments. 

(Juergensen et al. 2020, 501-504) 

 

In the long-term, the covid-19 pandemic will create further challenges that vary depending on 

the types of manufacturing SMEs. Digital technologies, particularly concerning stand-alone 

SMEs, have proved their importance during the pandemic by supporting manufacturing firms' 

sales processes considerably and increasing their efficiency. Juergensen et al. (2020, 503) 

suggest that the main challenge for stand-alone SMEs in the future is to upgrade their digital 

infrastructure, for example, by enabling online sales channels and teleworking to support new 

ways of doing business. As mentioned earlier, many SMEs are facing financial concerns which 

on the other hand means that they may struggle to upgrade their digital initiatives. Additionally, 

long-lasting financial challenges can also compel firms to upgrade their production processes 

to cut expenses and further increase productivity. In terms of knowledge-based firms, their 

future is likely to be favorable as some firms may utilize their emerging technologies to provide 

solutions to problems that occurred during the pandemic. (Juergensen et al., 2020.) 
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5 SMES RISK MANAGEMENT 
 

As a part of business activities, firms are encountering risks that can significantly affect their 

operations. Therefore, risk prevention and minimizing the effects of risks are essential, 

especially for smaller firms. (Myšková & Doupalová, 2015, 329) As the past year has shown, 

firms are operating in markets that are complicated and increasingly dynamic by their nature 

(McMullen & Shepherd, 2006). Additionally, uncertainty caused by the ongoing coronavirus 

pandemic has also caused SMEs to perceive risks more intensively than before the crisis. 

(Virglerova et al., 2020, 792). The unpredictability of international markets has further 

increased the importance of exploring and managing risks associated with operating in them. 

Radner and Shepp (1996) see that risk management has substantial implications for a firm’s 

competitiveness and operations as it enables, for example, development of strategies to reduce 

potential losses and provides chances to seize opportunities.  

 

The concept of risk has been commonly used in recent literature, but there is no generally 

accepted definition. For example, Kerzner (2009) describes a lack of knowledge regarding 

future events as a risk. Brustbauer (2016, 70) suggests that risk is a multifaceted definition 

linked with harmful effects, or in some cases, positive effects. In terms of risk management, 

Hollman and Mohammad-Zadeh (1984, 47) describe it as a systematic process where a firm 

utilizes its physical, financial and human resources to achieve objectives related to loss 

exposures. Verbano and Venturini (2011) additionally propose that risks faced by firms are 

dependent on both, internal and external factors, such as decisions made by the management as 

well as the external factors which can affect the firm’s operational micro and macro 

environment.  

 

There are several reasons which can explain the differences in firms’ risk management 

activities. Furthermore, certain preconditions may impact the implementation of these 

activities. Gordon et al. (2009) depict that firm size can be a precondition substantially affecting 

risk management. In smaller firms, risk management is often taken care of by the 

entrepreneur/owner and they tend to monitor risks unsystematically, intuitively and informally, 

whereas, in larger firms risks are managed more collectively through experts and board 

members (Brustbauer 2016, 70; Myšková & Doupalová 2015, 329). Indeed, when a firm grows, 
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it is likely that the scope of uncertain events will differ in nature, timing, and extent, which in 

turn, can lead to the implementation of a more extensive risk management. Larger firms are 

often implementing more risk management activities mainly due to their greater resources and 

economies of scale. SMEs often suffer from a lack of time, risk management skills, financial 

and human resources, as well as other support activities which may hinder their risk 

management processes. Additionally, decision-makers in SMEs may be unfamiliar with risk 

management or they do not fully assimilate the benefits of implementing it. (Hiebl et al. 2012; 

Thun et al. 2011) Furthermore, the operating sector is another factor that may impact firms’ 

attitudes towards risk management. Beasley et al. (2005) propose that industries characterized 

by frantic competition may force operating firms to implement more comprehensive risk 

management. A firm’s ownership structure can also affect its risk management perception. 

Successful implementation requires owner’s/entrepreneur’s support and awareness of risk 

management’s importance.  

 

The international business environment is packed with uncertainties arising from firm-related 

industries, domestic and international business environments, and within the firm. Diverse 

uncertainties faced by internationally operating firms motivate them to focus on managing risks 

in internationalization activities, since the underlying risks may eventually lead to the firm 

failing to achieve its strategic objectives. (Clarke & Liesch, 2017, 924) Virglerova et al. (2020, 

793) propose that firms operating in international markets face different risks than firms 

operating only in their home countries. The international business environment is generally 

characterized by economic, social, political, legal, and cultural differences which may affect 

the firm’s performance considerably (Javernick-Will & Scott, 2010). Further, effective 

implementation of risk management activities can increase firm performance and help in 

achieving competitive advantage (Virglerova et al. 2020, 794). By obtaining valuable resources 

which can reduce the negative consequences of risks, firms can improve their risk management. 

Additionally, firms may invest in risk management by innovating processes and continuously 

enhancing the competencies of employees. (Du et al. 2016) However, failing to achieve 

strategic objectives may force firms to implement costly risk management adjustments in 

international operations, such as de-internationalizing or reversing decisions (Clarke & Liesch 

2017, 923).  
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5.1 Risk management process 

 

Risk management process is based on defining internal and external background information. 

The purpose of the process is to help firms’ decision-makers to identify possibly encountering 

risks and their impacts on firms’ objectives. Identifying risks enables firms to select techniques 

and actions to address them. Hollman and Mohammad-Zadeh (1984) suggest that SMEs risk 

management process includes five steps: identifying risk, analyzing risks, selecting techniques, 

implementing strategy and controlling it. SMEs risk management process is presented in Figure 

6. 

Figure 6. SMEs risk management process (Hollman & Mohammad-Zadeh, 1984) 

 

The first step in risk management process is to continuously and systematically identify possible 

sources of loss. There are three different methods SMEs can utilize to identify their sources of 

loss. Hollman and Mohammad-Zadeh (1984) propose that SMEs can observe their weak spots 

by (1) reviewing data related to business activities, assets and staff, (2) by utilizing financial 

statements to explore potential sources of loss and (3) by analyzing the firm’s operations and 

activities through flow charts. Risk identification is especially crucial for SMEs as they may 

otherwise implement risks that can endanger the firm’s existence (Marcelino-Sádaba et al. 
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2014). However, employees’ poor risk management knowledge can hinder risk identification. 

Therefore, firms should focus on developing a risk identification process with their employees. 

Besides, SMEs may be able to identify all potential risks, but due to their limited financial and 

human resources, they cannot manage all of them and should only focus on identifying and 

managing the most significant ones.  

 

The second stage in risk management process is to perform risk analysis. In this stage, firms 

measure potential frequency of losses and estimate the potential impacts of risks on their 

operations. Whether the potential risks exist beyond the control of the entrepreneur, it does not 

relieve entrepreneur’s need to anticipate risks and reduce their impacts on the firm’s goals and 

objectives. Risk analysis enables firms to rank risks according to their importance and helps in 

establishing applicable risk management techniques for each risk. (Hollman & Mohammad-

Zadeh, 1984). Similar to risk identification process, employees’ lack of knowledge can hinder 

risk analysis in SMEs (Gao et al., 2013).  

 

After identifying and analyzing the potential risks, the next step is to select techniques and tools 

for handling different risks. There are several tools available that support SMEs’ risk 

management activities. Cioccio and Michael (2007) studied risk management in SMEs and 

depicted that insurance is the primary tool for small businesses, despite its substantial costs. 

Furthermore, weather derivatives protect SMEs from extreme weather conditions, such as 

tornados, droughts and floods. Leggio (2007) suggests that by acquiring such financial 

instruments, firms can transfer weather-related risks to an external party and reduce their 

financial pressure by over 80 percent. Ellegaard (2008) points out that SMEs can mitigate 

supplier-related risks and influence suppliers’ behavior by making mutual contracts with 

individual suppliers. By agreeing on such contracts, SMEs can ensure the quality of products 

supplied by an individual supplier, which can be crucial especially for manufacturing firms. 

Although SMEs often aim to maintain a close relationship with existing customers in hope of 

gaining additional business, Gilmore et al. (2004) argue that by forming close relationships with 

key stakeholders SMEs can also manage risks effectively. (Hollman & Mohammad-Zadeh, 

1984.) 
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The fourth step in risk management process is strategy implementation. Once a firm has 

identified and analyzed potential risks and chose an appropriate method to either avoid or deal 

with the risks, they are ready to implement chosen methods. According to Hollman and 

Mohammad-Zadeh (1984), successful implementation requires that all employees of the firm 

are informed regarding risk management objectives. The final step in risk management process 

is to continuously monitor that the chosen methods meet requirements.  
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6 METHODOLOGY 
 

This chapter focuses on describing the chosen research methods and reveals the factors having 

influenced these choices. The chapter also provides an overview of selected case firms and how 

the data was collected. Lastly, the chapter depicts how the collected data will be analyzed. 

 

6.1 Research design 

 

This study attempts to gain an in-depth understanding of how the global coronavirus pandemic 

has, in the first place, impacted manufacturing SMEs internationalization and secondly, how 

the crisis has affected and changed the aspect of SMEs dynamic capabilities, and thus their 

international operations. In the first quarter of 2020, the international business environment 

experienced an unexpected external shock which turned out to be a global health pandemic 

affecting manufacturing SMEs operations significantly, particularly on an international scale. 

Therefore, risk management activities of the chosen firms will also be examined to understand 

and depict how they have managed to secure themselves from this phenomenon. 

 

Baxter and Jack (2008) remind that limiting the scope of research is important because a typical 

mistake occurs when an author tries to answer too many questions, or the scope of the study is 

too wide. To narrow down the study, this study focuses particularly on Finnish SMEs that are 

manufacturing end products for business customers. The manufacturing sector is chosen since 

it accounts approximately for 50 percent of Finland’s exports, meaning there are plenty of 

internationalizing firms. As suggested by Juergensen et al. (2020), manufacturing firms are 

likely to have experienced some sort of pandemic impacts due to their limited financial 

resources. Virglerova et al. (2020) further propose that SMEs have perceived risks intensively 

already before the pandemic. Building on these aspects, the assumption is that manufacturing 

firms would provide more insightful results for the study. Due to the relatively new nature of 

the pandemic, the field of international business lacks studies regarding its impacts on 

internationally operating firms’ activities. Hence, this research can provide some insightful 

information for the domain. 
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To perform a successful study, Saunders and Lewis (2011) propose that the author conducting 

the research must decide type of research form that will serve the aims of the study. Qualitative 

research seeks to explore social relations, understand certain actions and describes reality based 

on respondents' experiences. Additionally, qualitative research methods aim to find an 

interaction between theories and respondents’ opinions by utilizing different data collection and 

analyzing methods (Saunders et al. 2016). Tuomi and Sarajärvi (2002) suggest that qualitative 

methods can also be used to provide a theoretical explanation for a particular phenomenon. 

Travers (2011) supports this view and discusses that qualitative research is often performed to 

understand and describe processes taking place in firms. Considering the above-mentioned 

aspects of qualitative research and the objectives of this study, the qualitative method is chosen. 

 

A common concern linked with qualitative research relates to amount of data that needs to be 

collected. Qualitative research does not focus on testing hypotheses or providing statistical 

information but seeks to reveal and describe real-life events. Therefore, quality of interviews is 

in a central role in qualitative research. In other words, it means that the interviewees should 

possess sufficient experience and knowledge about the phenomenon being studied. (Tuomi & 

Sarajärvi, 2002) To ensure this, the interviewees must have been involved in the 

internationalization process. 

 

6.2 Case study 

 

Case study is a popular form of qualitative research and as Eriksson and Kovalainen (2008) 

discuss, it is often utilized in studies where the focus is on addressing complex organizational, 

managerial as well as other business-related issues, which can be challenging to study with 

quantitative research methods. Saunders and Lewis (2011) describe case study as a research 

strategy that examines a phenomenon in a real-life context by using multiple sources of 

evidence. A case study pursues to understand and describe the behavior of a certain 

phenomenon and hence, it has been extensively used in business research. Case studies are 

commonly used in exploratory research, which aims to provide new insights, ask new questions 

and insightfully assess phenomena. More often, a case study seeks to answer questions, such as 

why, when and how. In addition to providing a full understanding of a certain phenomenon, 
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case study allows circumstances and context to be considered when interpreting results. (Yin, 

2018.) 

 

There are several ways how a case study can be conducted. Whether to perform a single case 

study or a multiple case study depends on the resources of the author. However, a multiple case 

study enables the author to develop a more in-depth understanding of the phenomenon in 

comparison to a single case study. Eriksson and Kovalainen (2008) express that case studies 

can be performed either intensively or extensively, and there are differences between the two. 

Intensive research design seeks to find out as much as possible within one or a few cases by 

providing holistic description, whereas extensive research aims to reveal generalizable patterns 

and properties by comparing multiple cases. Furthermore, intensive case study aims to 

understand the case from the perspective of the people involved in the case. As this paper does 

not aim to provide generalizable findings, rather seeks to understand the effects of the pandemic 

from the perspective of included firms, intensive research design is more suitable. (Yin, 2018.) 

 

Case studies, both single and multiple, have been criticized for their lack of providing trust in 

findings (Saunders & Lewis 2011). Woodside and Wilson (2003) hold a similar view and argue 

that case studies have been criticized for lacking evidence regarding conversations between 

author and respondents. However, a well-performed case study focusing on real-life phenomena 

is likely to provide useful insights which may not be possible to achieve with more descriptive 

strategies (Yin, 2018). 

 

6.3 Introduction of the case companies  

 

As mentioned earlier, in total there were four firms included in this research. All firms were 

Finnish-based SMEs manufacturing end products for industrial customers. This means that all 

the firms interviewed in this study have under 250 employees, yearly turnover under 50 million 

euros and balance sheet under 43 million euros (Tilastokeskus, 2021). Firms may have already 

had international operations in the past, but the additional requirement was that the firms must 

have started internationalization either late 2019 or during 2020 to provide possible effects of 

the coronavirus pandemic. There are differences between the firms’ target markets, but it is not 

seen as a relevant factor as the study does not primarily focus on the effects of the pandemic in 
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the target countries but seeks to examine its effects on firm-level internationalization. Sensitive 

data may come up during the interviews, hence the information related to case firms and 

interviewees are presented only on a general level. General information about the case firms 

can be seen in Table 3.  

 
Table 3. Introduction of the case firms 

Firm Number of 

employees 

Firm 

established 

Start of 

internationalization 

Target country 

A 63 2011 2020 Germany 

B 55 2018 late 2019 Sweden 

C 48 2015 2020 Sweden and 

Denmark 

D 78 1997 2020 Germany, Italy & 

Poland 

 

 

Firm A was founded in 2013 and currently employs 63 people. The firm manufactures and sells 

equipment that enables industrial customers to operate more efficiently. Their manufacturing 

facilities are based in Vantaa, Finland. At the end of 2019, the firm underwent a generational 

change as a result of which the firm started to enter international market. Unlike the other two 

firms interviewed in this study, firm A had operated for several years in the domestic market 

before it began internationalization.  

 

Firm B was established in 2018 and currently has 55 employees. Their headquarter and 

manufacturing facilities are located in Espoo, Finland. In addition, they have a contract 

manufacturer located in Manchester, UK. Firm B sells equipment and services that help 

industrial customers to increase their productivity and efficiency. They started 

internationalizing approximately one year after the firm was founded and since then, their main 

focus has been on expanding their operations to Sweden.  
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Firm C was founded in 2015 and currently employs 48 people. The firm is based in Helsinki 

and they also have own manufacturing facility in Eastern Finland. The firm manufactures and 

sells specialized equipment for industrial customers. They had made occasional export 

deliveries to foreign countries before starting their actual internationalization.  

Firm D has been operating since 1997 and currently employs 79 people. The firm has two 

offices in western Finland. They manufacture end products that can be utilized in several 

industries, such as, automotive industry, shipbuilding industry, HVAC and food process 

industry. Over the years, the firm has operated in the international market but after the 2010s, 

international demand waned and foreign operations ceased. For the past couple of years, they 

have been developing a product that is in demand in international markets and the firm is now 

fully focused on internationalizing the product. 

 

6.4 Data collection method 

 

When considering the qualitative research approach, interviews are one of the most commonly 

used data collection methods. Qualitative research usually includes either semi-structured or 

unstructured interviews. The empirical data utilized in this study were collected by semi-

structured interviews. In semi-structured interviews, the researcher has a list of predetermined 

questions and topics that will be covered, but the order in which the topics are covered and 

questions asked varies between interviewees. Saunders and Lewis (2012) propose that 

interviews are particularly useful when a researcher is unsure how respondents will answer, or 

the included interview questions are complicated. Interviews enable author to gain a more in-

depth understanding of interviewees’ experiences and thoughts. Semi-structured interviews are 

more flexible compared to surveys and they allow the author to ask for clarification and repeat 

questions if needed. Further, interviewer can also ask additional questions to explore details 

and objectives more deeply, but also ensure understanding of what interviewees are explaining. 

Open-ended interview questions enable interviewees to share their experiences more 

comprehensively. 

 

Due to the pandemic situation, interviews were mainly conducted via Teams or Hangouts 

during February 2021. Online interview sessions were more convenient to arrange and required 
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no travelling as the interviewees live in different cities. However, one interview session was 

conducted face to face, since it was more convenient for the interviewee. To get the most out 

of the interviews, the interview questions (see Appendix 1) were sent to interviewees in good 

time, so they had chance to think their answers forehand. Additionally, all the interviewees 

were interviewed individually to get the most truthful responses and to avoid group situations 

where the interviewee may not have the courage to share his/her real experiences. Interviews 

were scheduled to last approximately 30 to 45 minutes. In total there were eight interviewees 

from four different manufacturing firms. Two persons were interviewed from each firm to gain 

a deeper understanding of how the pandemic has affected each firm’s operations. However, 

only one person from firm D was interviewed for scheduling reasons, but the person was 

responsible for the export business and was able to provide a clear picture of the firm's 

international operations. At first, an executive (e.g., director/manager) is interviewed then 

followed up by an interview of a firm’s lower-level employee. Additional requirement was that 

they both must have been working at the firm before the pandemic started, meaning March 

2020. All but one of the interviews were conducted in Finnish, one chief operating officer was 

interviewed in English. To generate transparent and honest information flow, interviews were 

conducted anonymously and background information of interviewees are kept at a general level. 

 

Saunders and Lewis (2012) point out the importance of data saturation in semi-structured 

interviews and suggest that in homogenous populations sample size should be around 10. That 

said, eight interviewees should be enough to reach the data saturation point, especially when 

the included firms are operating within the same industry. General information about the 

interviews is presented in table 4.  
 

Table 4. Information about the interviews 

Firm Employee Place Date 

A Chief operating 

officer, A1 

Google Hangouts 2.2.2021 

A Country manager, 

A2 

Google Hangouts 4.2.2021 

B Sales director, B1 Face to face 23.1.2021 
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B Account manager, 

B2 

Microsoft Teams 1.2.2021 

C Head of business 

development, C1 

Google Hangouts 8.2.2021 

C Sales coordinator, 

C2 

Telephone 9.2.2021 

D Export director, D1 Telephone 4.2.2021 

 

 

6.5 Data analysis 

 

After conducting the interviews, the data was manually transcribed into a more suitable format 

that allows data analysis. There are several ways how qualitative data can be analyzed, but the 

aim and purpose of the study determine suitable analyzing methods (Eriksson & Kovalainen, 

2008). Qualitative data analyzing process combines both analysis and synthesis. This means 

that the collected data is divided into conceptual pieces, and with the help of synthesis, these 

pieces are then combined in order to provide scientific solutions (Grönfors, 1982). Also, 

Farquhar (2012) suggests that qualitative data analysis can start at the same time as data 

collection phase. When semi-structured interviews are used as a data collection method, it is 

common that the researcher makes short notes immediately after the interview. Although the 

data may not be in a suitable format for the main analysis, the researcher can already start 

reflecting on the interviewees’ answers. Eriksson and Kovalainen (2008) depict that multiple 

case study is commonly analyzed by cross-case analysis, in which similarities and differences 

between cases are compared against the theory. The data collected for this study will be 

analyzed with cross-case analysis. 
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7 FINDINGS 
 

This chapter focuses on describing key findings from the conducted interviews. The interview 

questions were divided into three main chapters: internationalization, dynamic capabilities and 

risk management. Therefore, findings are presented and discussed in that same order. After 

conducting an interview, the author started transcribing the data and removed all unnecessary 

parts from it. From there, the data was organized under the main themes. To better present how 

firms have been impacted by the pandemic, findings are gone through in the same order as the 

questions were asked. 

 

7.1 Coronavirus effects on SMEs internationalization 

 

In total five questions were focusing on firms’ internationalization. These questions were 

formed in a way that would enable the author to gain an understanding how firms’ 

internationalization had been impacted by the pandemic. The first three questions covered 

firms’ motives to internationalize, the choice of the target market(s) and how they had 

internationalized to provide broader background information. Two questions were formed to 

directly provide answers to how the pandemic had affected firms’ internationalization activities. 

 

Motives to internationalize 

The main motive for internationalization was relatively the same for all the firms. In this case, 

firms had started internationalization for economic reasons. The interviewees pointed out that 

during recent years, industries they are operating in have become more saturated, which has 

guided them to seek possibilities from abroad. Furthermore, Finland is perceived as a small 

market with minimal growth expectations which explains why economic growth is sought from 

international markets as they usually offer a larger potential customer base. Although economic 

growth was the main driving factor behind firms’ internationalization, all firms pointed out that 

expanding business operations to foreign markets included other motives as well.  

 

In addition to profit and growth aims, firm A mentioned that expanding their operations to 

foreign market enabled them to benefit more from economies of scale. In recent years, their 

domestic demand has been volatile and foreign operations are expected to create balance for 



 

 

 

 

46 

the demand to take advantage of economies of scale. Additional motive came as a result of 

generational change when the firm appointed a new management team that was willing to take 

the products to foreign market.  

 

Firm B mentioned that internationalization enabled them to expand their operations closer to 

their contract manufacturing facilities, which can also be viewed as a motive. This has created 

a more efficient distribution channel and enabled faster deliveries (to Finnish customers also) 

as raw materials can be acquired from closer. However, this can be linked back to economic 

benefits, since this allows them to decrease expenses in the long run. B1 also discussed that the 

foreign market can be viewed as an opportunity to develop new ways to offer products and 

services. 

 

“Our main motive to start internationalizing was financial benefits, to gain access to larger 

market with more potential customer base. In addition, we see that due to internationalization 

we have to develop new and more advanced ways to offer and sell our products and services.” 

(B1) 

 

Growth and financial benefits were the main reasons why firm C internationalized. International 

markets offer a better opportunity for growth and they had already received inquiries from 

abroad before initializing internationalization. Also, they discussed that internationalization 

forces them to continuously develop the product to meet the additional requirements of foreign 

customers. C1 mentioned that it was also one motive that supported their internationalization 

in addition to financial benefits and growth aims. 

 

“Product development plays a key role in our business and international markets offer us a 

good opportunity to further develop the product and our operations, which we also saw as one 

of the motives for starting international operations.” (C1) 

 

In addition to the financial benefits, firm D was willing to enter international markets when it 

found that they had developed a unique product for which there was no competition. 

Furthermore, they perceived Finland as a negligible market with small potential and the firm 

would not have been able to cope with domestic sales alone, which in a way forced them to 
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seek opportunities from international markets. Having said that, it is natural that during the first 

internationalization phases the firm aims for several foreign markets in a very short time.  

 

Target country decision 

When studying the choice of firms' target countries, the resources allocated for 

internationalization, prior experience in international markets and risk-taking abilities emerged 

as factors that mainly influenced the firms' choice of target countries. Product inquiries from 

abroad and the language skills of the employees also played a key role in choosing the target 

country. 

 

There were several reasons which impacted Firm A’s decision to internationalize to Germany. 

Firstly, two members of their management team had been working in Germany before joining 

the firm and they were already familiar with German business culture and language. In addition 

to this, the firm had received multiple product inquiries from Germany during 2018 – 2019, but 

due to lack of international experience, they did not start internationalizing back then. A1 

expressed that foreign product inquiries and the fact that Finnish engineering solutions are 

highly distinguished in Germany further encouraged them to start internationalizing to German 

market.  

 

Firm B had internationalized to Sweden, mainly due to its larger market size and close physic 

distance. Expanding to a physically close market was considered as a safer option than more 

distant markets, as the firm did not have any prior experience in internationalization. Another 

factor that influenced their choice to expand to Sweden was that they had already co-operated 

with a large corporation in Finland that also has operations in Sweden. This customer 

relationship served as the basis for internationalization. In addition, they have employees who 

are fluent in Swedish which further supported their decision. 

 

“Being able to communicate fluently in the native language of customers was one of the main 

reasons why we decided to expand to Sweden, and it has substantially eased our 

internationalization, particularly in the early stages”. (B2)  

 



 

 

 

 

48 

Since the start of their internationalization, firm C has focused on expanding to Sweden and 

Denmark. The main factor impacting their decision was that their co-operator has a strong 

presence in both countries and this relationship was seen as the foundation for foreign market 

activities. Furthermore, the firm did not want to invest large amounts of resources, but rather 

test the foreign markets before deciding upon further commitments since their decision-makers 

did not have prior experience from international markets. Based on this, physically close 

markets were viewed as a smarter choice than more distant markets.  

 

Firm D manufactures products that are mainly utilized in the car industry and for a long time, 

Germany has been perceived as the center of car industry which affected firm D’s decision to 

internationalize there. Additionally, the firm’s products are being utilized in shipbuilding 

industry which also has large market potential in Germany. By internationalizing to Germany, 

they entered two potential markets simultaneously and the fact that their export persons can 

communicate fluently in German further eased the target country choice. The firm has also 

delivered a few larger deliveries to customers in Poland and Italy, although they do not yet have 

any presence in these countries, but once the situation returns to normal, they plan to expand 

into more countries. 

 

Entry mode selection 

Although all firms are relatively same size and operating in the same industry, variety of entry 

modes were utilized. Firms A and D had been operating in domestic markets for years before 

starting their expansions which have likely impacted their entry mode selection, whereas firms 

B and C started internationalizing relatively soon after inception. Differences between firms’ 

internal competencies and risk tolerances can also explain why various entry strategies had been 

chosen.  

 

Although the decision-makers had previous experience from foreign markets and the firm had 

received inquiries from foreign markets, Firm A aimed to keep risks at a low level and expand 

without major investments. Hence, they internationalized by indirect exports through a foreign 

distributor. A2 mentioned that this entry mode enables them to gain more complete market 

coverage in the future as the local distributor has large connections which can be utilized.  
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“We considered several entry strategies but, in the end, we chose a solution that did not require 

much financial resources from us. Although this entry strategy hinders our direct customer 

contact, we believe that this is the most effective way to enter the market on a relatively fast 

schedule.” (A2) 

 

Firm B wanted to retain full ownership of their foreign operations and internationalized by 

establishing a foreign subsidiary. Although it required more capital and involves more risks 

than low-commitment entry strategies, the firm felt it possessed sufficient knowledge and 

competencies to perform it successfully. Also, this entry mode enabled them to maximize 

benefits of internal distribution channel. 

 

Firm C began its internationalization with direct exports. They had considered other entry 

strategies, but direct exports were seen as the most effective solution as there was no certainty 

about the continuity of foreign demand. This entry mode did not require large financial upfront 

investments from them which positively impacted entry mode selection. The firm’s Finnish 

salespeople contacted and opened foreign customer relationships, after which the products were 

delivered. During the first phases they received a lot of help in customer acquisition from their 

Finnish co-operator who already had an extensive network with local firms there. 

 

“We felt that direct exports were the most suitable form of export for all of us because we did 

not want to make large financial investments. We have always sought to grow with our own 

income streams and we did not want to take external resources from others for 

internationalization either.” (C1) 

 

Firm D had internationalized through agents. In their case, the agents are responsible for 

acquiring customers and making sales, but the firm also gets in touch with the customer as they 

are responsible for product deliveries, invoicing and customer service. The firm invoices the 

end customer for the money and pays commissions to the agents. They saw this entry strategy 

as the most effective way to gain market position as agents have an extensive local network 

within the industry, and this entry strategy also allows the firm to create and influence customer 

relationships. Once they have gained a solid market position, they intend to find a retailer in 

Germany who would be able to take responsibility for that market.  
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Pandemics effects on internationalization 

The pandemic has affected firms’ internationalization in many ways, although the firms pointed 

out that the most severe effects will likely be seen in the near future. Restrictions on free 

movement between borders were brought up as the most critical factor negatively affecting 

firms’ internationalization. As a result of this, firms’ own as well as their customers’ processes 

had been delayed which have significantly impacted their international expansion.  

 

Firm A highlighted how the rippling situation of the pandemic in their target country has 

negatively affected their internationalization. The disease situation in the foreign country has 

been significantly worse than in home country, which created uncertainty among customers. 

The firm had noticed that in uncertain times, customers in the foreign country preferred to 

support local firms instead of foreign ones, which can also explain decrease in demand. A1 also 

discussed how restrictions on movement between countries complicated the first deliveries to 

the distributor and caused delays. 

 

“Obviously, we wanted to give the best possible picture of our operations, but due to 

restrictions on movement between countries, some of our deliveries to the distributor were 

delayed which has negatively affected our internationalization in the early stages.” (A1) 

 

Firm B works closely with customers who are dependent on government funding. Market is 

now characterized with great uncertainty which in turn has reflected as decreasing demand. Due 

to the pandemic situation in Manchester, Firm A has experienced multiple delays in product 

deliveries from their sub-contractor. Supply problems have created additional challenges and 

they were unable to start co-operation with a large customer due to product delays. Furthermore, 

they highlighted that customers’ purchasing behavior and decision making have changed 

dramatically which has further hampered future forecasting, hence their internationalization 

also. Additionally, the firm had challenges finding right employees which caused delays to their 

foreign activities. 

 

“During the pandemic our British sub-contractor has been forced to shut down their factory, 

which caused us substantial supply problems. At one point, we were waiting products for 
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several weeks. … Also, we had difficulties finding skilled staff in the period that would have 

been desired, which meant that our foreign operations were delayed.” (B1) 

 

The pandemic has affected firm C’s foreign customer acquisition and sales in particular. They 

do not yet have own personnel in the target countries, but sales and customer acquisition have 

been carried out by Finnish salespeople. Before the pandemic, salespeople traveled to Sweden 

and Denmark to open customer relations but due to travel restrictions this has not been possible. 

The firm also had challenges with access to raw materials in the early stages of the pandemic, 

which momentarily hampered their production processes. Raw materials required for the 

production process are sourced from China and the country’s pandemic situation caused supply 

difficulties. During the second and third quarter, they experienced a clear decline in foreign 

demand, but in recent months their customers have begun to show small signs of recovery. 

 

“The pandemic has largely affected international customer acquisition and thus direct sales 

throughout the organization. Our internationalization is strongly based on foreign demand and 

sales. As a result of the pandemic, foreign demand weakened momentarily and customer 

acquisition became more difficult, forcing us to focus on the domestic market and freeze our 

international operations for a while." (C2)  

 

Travel restrictions have significantly hampered firm D's international activities. Trade fairs 

have in the past been a key part of international operations, where customer relationships have 

been easily established. Due to the pandemic, these fairs have been canceled and customer visits 

with agents have not been physically possible. Maintenance of the products has also been 

delayed and complicated, as the repairers have not able to move between countries normally, 

which means that the maintenance visits have been longer during the pandemic, 2-3 weeks. 

Furthermore, installation and commissioning of new equipment have become more difficult 

when engineers have not been physically able to be involved in commissioning. 

“The pandemic has had a major impact on our internationalization and these travel restrictions 

have slowed down our internationalization considerably. Due to the pandemic, international 

company fairs have not been organized which has affected our acquisition of new customers, 

installation of equipment has been delayed and maintenance operations have become more 
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difficult. All of this could have been avoided without the pandemic, in which case we would 

have internationalized much faster.”  (D1) 

 

Pandemic’s effects on internationalization motives   

Although all firms initially started internationalizing to gain economic benefits, the pandemic 

altered and brought up other motives which have pushed firms to keep their international 

activities alive.  

 

Firm A mentioned that internationalization was initiated mainly for economic reasons, but due 

to the pandemic, it is also seen to act as a risk diversification tool in the future. Although the 

situation in the target country is currently poor, the market is expected to recover in the future, 

allowing operational risks to be shared between countries. As the market recovers, they will be 

able to take advantage of economies of scale, which continues to motivate international 

operations. 

 

Firm B discussed that the main motives are still the same (economic benefits and larger market), 

however, internationalizing during pandemic has provided an opportunity to secure business 

operations. Now the firm’s existence is not dependent only on one market. Sweden’s different 

approach to the pandemic has enabled them to shift their focus to foreign market much faster 

than initially planned and perform business activities in a more open society to gain market 

share.  

 

Firm C’s internationalization motives have not changed due to the pandemic. The growth 

potential and economic benefits offered by foreign markets remain as the main motives. C1 

mentioned that their motivation for international business has only increased during the 

pandemic because it has slowed the firm’s growth. 

 

The motives for internationalization have not changed for the firm D due to the pandemic. They 

remain focused on working to bring the product to the attention of international customers and 

expanding their operations to several markets within a short period of time. However, D1 

mentioned that in the future, operating in many markets and industries can be seen as a motive 

for international operations as well as risk management. He believes that risk management 
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would act as a motive in the future, guiding their international operations so that the firm would 

not be so dependent on a particular market or industry. 

 

7.2 Coronavirus effects on SMEs dynamic capabilities 

 

Three questions were formed to examine the pandemic’s impacts on firms’ dynamic 

capabilities. The questions tried to form a picture about the adjustments firms had done as a 

response to the rapid change in the external environment by examining possible changes in their 

key activities and processes. Additionally, one question was formed to discover how the firms 

have adapted to the unexpected external shock.  

 

Effects on key processes and activities 

International business environment was disrupted by the pandemic and thus it can be assumed 

that firms have had to make some adjustments to their operations due to changes in the external 

environment. Indeed, firms were forced to make adjustments to their key processes and 

activities, but there were large differences between them. Firms A and B made adjustments to 

their strategies and shifted more focus on digital channels, whereas firms C and D took a 

different approach and only made minor adjustments to their operations. 

 

Product design, manufacturing and logistics are the key processes and activities in the firm A's 

operations. When the pandemic struck, they took steps to make the most important business 

processes as normal as possible. The product design process was transferred to take place 

remotely as it does not require an on-site presence. In terms of manufacturing and logistics, the 

firm sought to keep processes as normal as possible to maintain deliveries to the distributor. 

However, A2 mentioned that this required more careful planning and anticipation in production 

to maintain the processes in such a way that possible infection would not have stopped the entire 

production. Production workers were divided into two groups to ensure that the production 

chain could be maintained in the event of an infection. 

 

Firm B pointed out manufacturing, assembly and sales as their key processes in terms of 

business operations. As a direct sales organization, their business is dependent on new sales and 

the pandemic has heavily affected their sales process, particularly new customer acquisition. 
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Although they had launched an online store in late 2019, majority of their sales were still 

generated in face-to-face meetings and customer visits were essential part of their sales process. 

Due to the current situation, the firm was forced to update its sales and marketing strategy to 

support selling through digital channels. In addition to this, the pandemic forced them to adjust 

the pricing of products and the profitability of sales. During the pandemic, they sought to build 

customer relationships by offering products at a lower price than normal to gain new customers 

and customer references. In the future they intend to benefit from customer relationships 

established during the pandemic and make them more profitable. 

 

“The pandemic affected our key activities by accelerating the process of change towards the 

digital direction to secure and create continuity for the business as well as enabling customers 

to make a safe purchase. In the future, it will become more and more important that digital 

channels have interactivity so this change would eventually have to be done anyways.” (B2) 

 

Acquisition of new customers, sales and product commissioning are the most important 

business activities of firm C. As mentioned earlier, the firm’s sales process suffered a severe 

bump due to travel restrictions caused by the pandemic. In their industry, sales have long taken 

place face to face and customers want to test the product before making a purchase decision. 

Especially in the early stages of a pandemic, implementation of new methods for sales and 

product commissioning created challenges for both their salespersons and customers. C2 also 

mentioned that due to the pandemic, they have had to increase resources in marketing to support 

new customer acquisition because the product has not been obtained among foreign customers 

in the desired way.  

 

Equipment installation / commissioning, maintenance and sales were mentioned as firm D's key 

business processes. Travel restrictions imposed due to the pandemic substantially affected each 

of these at the international level, since in the past, these activities have mainly taken place at 

customers’ premises. Although it is possible to perform these activities in an alternative way, 

their importance has further increased. Creating new customer relationships, in particular, has 

been challenging due to the pandemic, as foreign agents have not been able to visit customers 

normally either. Getting the product to the attention of customers during the pandemic has 

required more effort and resources than before the pandemic. In the domestic market, on the 
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other hand, key business processes have continued relatively normally, as it has still been 

possible to arrange customer visits. 

 

Adapting to the external shock 

All of the firms mentioned that they could not have predicted such a pandemic in advance. All 

of them felt they have adapted relatively well to the external shock, as they should because they 

all still exist. However, there are differences between the actions they have had to make to 

adapt. Firm B had to make changes on their staff and apply for external financing, while other 

firms have managed to operate on their own without reducing employees. As mentioned earlier, 

the industry will likely experience additional effects in the near future which will require further 

adaption from the firms at a later stage.  

 

The interviewees of firm A discussed that they think the firm has survived the pandemic 

relatively well, at least so far. They have a strong position in the Finnish market, so decreased 

foreign demand has not caused them any significant financial or personnel problems. The 

company has managed without external funding and they have not had to lay off their staff. 

Besides, the firm’s employees have already had the opportunity to work remotely before the 

pandemic, so the transfer of employees to telecommuting was successful. 

 

“Looking at the big picture of our industry as well, we need to be happy with how we have 

adapted to this situation. At first, we were of course worried how this situation would affect our 

operations, but we’ve been able to keep staff working for the whole time, which is also a sign 

of success for us.” (A1) 

 

Firm B discussed that they have tried to maintain same policy throughout the pandemic, to 

ensure safety of their employees and business operations. Firstly, they delayed growth projects 

and focused on business-relevant investments only but keeping business operations alive turned 

out to be a massive challenge for them. From the foundation, their business was based on 

profitability, but the pandemic absorbed the earned profits and they had to apply for government 

funding. Eventually, they were forced to temporarily lay off seven employees to cut operating 

expenses due to decreasing demand. These layoffs extended employees’ responsibilities and 
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required flexibility from them. B1 discussed that they have been satisfied with how they have 

adapted to this challenging situation and they strongly believe the pandemic will be overcome.  

 

According to the interviewees, firm C has adapted well to the effects of the pandemic, even 

though there were challenges in the early stages. They quickly initiated adjustment measures to 

make the most important activities for the business as normal as possible. In recent months, 

foreign customer relations that were established before the pandemic have started to make 

orders again, which has also helped them to adapt. The pandemic has had almost no effect on 

product manufacturing in Finland. There were delays in the raw material supply chain last 

spring, but otherwise the manufacturing chain has operated normally. 

 

D1 discussed that their firm has adapted to the pandemic relatively well. At the beginning of 

the pandemic, their turnover fell slightly but they quickly adopted new practices that have 

worked as planned. The firm has been able to adapt to the pandemic through internal measures 

and has not had to make major changes to its staff, although one export person dismissed 

himself during the pandemic. They have not hired anyone to replace her which has increased 

the workload of other exporters. Another factor that has influenced firm D’s adaption is that 

their existing customers have also avoided major effects of the pandemic and have not changed 

purchasing processes dramatically, which has helped the firm to adapt to the pandemic without 

external financing. 

 

Adjustments on internationalization activities 

Firms’ changes in internationalization activities were largely related to sales, manufacturing 

and logistics. Due to the pandemic, all companies had taken support measures and relocated 

some of their internationalization activities to take place online. 

 

Firm A reported that the biggest changes in internationalization activities were made in 

production and transportation. Although foreign orders declined due to the pandemic, they still 

had to intensify collaboration between production and logistics to get the products delivered to 

the distributor on time, since the deliveries took longer than normal. Furthermore, their purpose 

has long been to renew old production equipment to bring automation into the production 

process to enable more precise forecasting. A1 mentioned that the pandemic contributed to 
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accelerating their decision to renew production machinery, as it also benefited their 

international activities.   

 

“We had been planning new production machinery for a long time and due to the pandemic, 

we had to intensify the cooperation between production and logistics, we thought that now 

would be a good time to invest in equipment to integrate automation into our processes, which 

will also support our international activities in the long run.” (A1) 

 

Firm B pointed out their main adjustments have been transforming sales processes to take place 

online and developing more advanced online store to support internationalization. Before the 

pandemic, 30 percent of their foreign sales came from the online store, whereas now over 60 

percent comes through digital channels. As the firm’s financial situation was challenging, they 

had to reallocate some of the resources planned for foreign operations back to the Finnish 

market, which is still the main market for the time being, to secure home market operations. 

The firm also noted that they had performed different market analyses as a part of 

internationalization process to find potential customers, but as the pandemic has restructured 

foreign market, these analyses had to be re-adjusted.  

 

The interviewees of firm C discussed that they had to bring in various supporting measures to 

keep foreign sales alive. The sales process was moved to online and the firm invested in being 

able to conduct quality remote meetings. With the help of an external operator, the company 

produced sales material and videos of its product to be able to communicate the benefits of the 

product to the customer more effectively in remote meetings. 

 

“Highlighting the benefits of a product is a key part of our sales process and due to the 

pandemic, we were forced to adjust sales meetings in a way that would make the benefits of the 

product more visible in remote meetings.” (C1) 

 

Firm D had to make various adjustments to their internationalization activities due to travel 

restrictions. Equipment commissioning and sales negotiations with customers/agents were 

moved to take place online. To support the remote commissioning of the equipment, they 

produced videos so that customers could also complete the commissioning themselves. The 
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firm also acquired camera equipment to be able to provide quality training and a representative 

day remotely, which are an integral part of internationalization. To increase new customer 

acquisition, they have devoted more resources than normal to social media advertising, such as, 

YouTube and Google ads from which they have already gained potential leads. Social media 

advertising has been so effective that they plan to continue to do so in the future as part of 

marketing. 

 

7.3 Coronavirus effects on SMEs risk management 

 

The interviewees were asked a total of 5 questions related to firms’ risk management. The 

answers were grouped under three themes to make the presentation of the findings clearer. The 

questions were formed to describe firms’ risk management processes and whether they have 

managed to protect their businesses from the pandemic. In addition to this, two questions were 

addressed to examine whether the pandemic has changed future risk management activities. 

 

Risk management process 

When asked about firms’ risk management process, it was interesting to note that the firms did 

not have any formal risk management process and did not spend much time or resources on it. 

Various analyzes and business insurances have been part of their risk management activities, 

but the main focus has been devoted to other business activities rather than risk management.  

 

Members of the management team are responsible for firm A’s risk management process. 

However, the same people are also responsible for other business areas and decisions, in which 

case risk management has previously received little attention. The firm does not have a formal 

risk management process, but it is constantly analyzing business-critical areas and figures as 

well as examining the actions of competitors. While operating domestically, the firm has 

identified risks in the transport of the products, in which case the products have arrived at the 

customer as damaged. To minimize such risk, they have concluded certain transport conditions 

with the operators which also cover international deliveries, in which case the possible transport 

damage is outsourced to a third party. For the most part, their risk management has based on 

business insurances and management team analyzes, without a formal risk management 

process. 
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Firm B discussed that they have in a way neglected the importance of risk management and 

focused their attention on other core business activities. Priorly, they have devoted very little 

time and resources to identifying potential risks or securing against them. Their risk 

management process is largely related to profitable business and ensuring customer solvency. 

It is very typical for the industry that the financial situation of customers is not necessarily very 

strong. They have a lot of SMEs as customers who have recently started a business, so they 

don’t have that much financial base. With such customers, risk management has largely been 

that there have been certain payment terms for the customer. They go through customers’ 

finances accurately before making a deal and with some customers they have pre-invoicing in 

place, in which case the goods are only delivered once the customer has paid for them. As their 

target country has different currency, they have acquired hedging instruments to minimize 

potential exchange rate risks. Also, they utilize business insurances as a part of their risk 

management process to secure the business and transfer possible risks to external partners.  

 

Firm C has not previously had a risk management process, but when starting international 

operations and selecting target countries, they conducted country analyzes as well as industry 

analyses to identify potential risks in these countries. C1 discussed that risk management is the 

responsibility of senior management and that the company’s lower employees are hardly aware 

of risk management activities. Additionally, he pointed out that they have done very little to 

perform risk management activities. Firm C has also acquired business insurances to protect 

operations against external risks and to transfer their effects to third parties. 

 

“I have to honestly admit that we devote very little time and resources to risk management. At 

the start of internationalization, a few analyzes were carried out, but on the other hand, we did 

not feel that there was a need for other risk management measures. We are just focused on 

getting international business started.” (C1) 

 

When asked about the risk management process, D1 mentioned that they have no formal 

process. Risk management activities have previously been carried out with the help of various 

analyzes, in which the opportunities and threats of industries and product categories have been 

weighed against the firm's strengths and weaknesses. Besides, the competitive situation in the 

industries is analyzed annually. Risk management activities have not previously been brought 
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to the attention of personnel and the firm's senior management has been responsible for the 

implementation of the activities. Business insurances are also utilized by firm D. 

  

Securing business operations from the pandemic 

Although the pandemic has affected firms in different ways, all of them have been pleased with 

how they have managed to protect their businesses from the pandemic, even though it initially 

posed challenges. Rapid adaptation measures and the firms’ positions in the domestic market 

were highlighted as factors that have helped them to protect their business. The firms felt that 

the effects of the pandemic on domestic market have been smaller, as the situation in Finland 

has been considerably better than in their target countries. 

 

Firm A highlighted how a strong domestic market position has significantly helped them to 

protect their business from the pandemic. A2 explained that without their domestic market 

position, their business would have shrunk to non-existent, forcing them to resort to drastic 

means of adjustment. Without their strong position in the home market, the firm would have 

had to cease international activities to cut expenses. All in all, the firm is pleased with how they 

have been able to keep the business running without major changes, even though they have not 

been able to benefit from international operations as planned.  

 

Firm B mentioned that they had challenges securing business operations when the pandemic 

spread in March 2020. The firm’s profitable business protected them for a while, but without 

government funding, the situation would be much more challenging. A1 reflected and said that 

if they would have known the effects of the pandemic in advance, they would have acted 

differently. On the other hand, they are pleased with how they have been able to protect business 

operations from the pandemic, although they had to temporarily lay off some of their 

employees. Business activities are still running, and the industry has shown small signs of 

recovery, but the future impacts may pose additional challenges for them, in which case some 

further changes may need to be made to secure business operations. 

 

Like the other firms interviewed for this study, firm C also faced challenges when the pandemic 

began, particularly in terms of demand and sales. Thanks to the firm’s quick action, they have 

been able to secure their operations from the challenges of the pandemic. C2 mentioned how 
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enhancing the collaboration between marketing and sales as well as training staff in distance 

selling have been important factors in protecting their business from the effects of the pandemic. 

 

To date, firm D has managed to secure its business operations from the pandemic efficiently. 

In the beginning, the firm was also surprised by the effects of the pandemic and their turnover 

halved for a few months, further increasing the importance of existing customers. What has also 

greatly helped them to protect their business is that their products are sold to different industries, 

with operational risk being diversified and turnover not dependent on a single operation. 

Although the pandemic affected their key activities and operations radically, they were able to 

secure them with minor changes. 

 

The pandemic’s effects on risk management 

The pandemic has changed firms' risk management in various ways. Firms A and B reported 

that because of the effects of the pandemic, they had made changes to risk management 

activities and started devoting more resources to it. On the other hand, for firms C and D 

pandemic has not caused any changes in risk management. 

 

Although the pandemic’s impacts on firm A’s business operations have been relatively small, 

members of their management team have understood the importance of risk management for 

the future. A1 mentioned that they will devote more resources to risk prevention and 

management in the future and develop a more formal risk management process that would 

enable all employees to be a part of the process not only the management team. This is expected 

to increase employees’ knowledge about risk management and thus enhance their risk 

management activities by making it part of everyone’s normal business operations.  

 

Due to the pandemic, firm B pointed out that they had started to put more effort and resources 

into risk management. Together with the management team, they had immediately done three 

different scenario analyzes: optimistic, realistic and pessimistic as an effort to forecast possible 

future risks. Performing risk management activities has become a part of their weekly 

operations, although monitoring customers’ solvency will remain as the main risk management 

activity. B2 pointed out how the pandemic gave them an important lesson on how they need to 
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mirror their internal capabilities to the external operating environment to take advantage of 

market opportunities and see potentially encountering risks. 

 

“However, our goal is to make long-term work and profitable business, so in that respect we 

see our internal capabilities to learn and shape our activities to respond to external 

environment as a very important part of risk management activities in the future.” (B2) 

 

Firms C and D did not feel that the pandemic affected their risk management activities. Neither 

firm has previously had a risk management process, but risk management has consisted of 

different activities. Nevertheless, both companies managed to protect their business without 

major changes, and they do not feel the need to focus more resources on risk management 

activities. Analyzes and corporate insurances remain as a part of risk management activities, 

but the main focus of decision-makers is still on the internationalization of their products and 

services. 
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8 DISCUSSION  
 

This chapter discusses the findings of the thesis in light of the literature and provides answers 

to the research questions. As the collected data was analyzed with cross-case analysis, the 

findings are mirrored against the literature presented in the first five chapters of the study.  

 

8.1 Assessing the findings in the light of literature  

 

Internationalization plays an important role as part of the future of SMEs and can be seen as a 

distributor of the future, especially if the firm has not yet succeeded in gaining a solid position 

in the domestic market. A failed internationalization may, in the worst case, divide a firm into 

a chasm, but on the other hand, if internationalization succeeds the firm is likely to experience 

growth in the future. 

 

Literature on internationalization motives proposes that firms often start internationalization to 

gain growth and economic benefits (Hollensen 2019; Albaum & Dauerr 2011). Small domestic 

markets and fierce competition are seen as key factors driving SMEs into international markets. 

The findings of this study support these viewpoints, as the firms interviewed for the study had 

also started internationalizing mainly for economic reasons. However, one motive alone did not 

get firms to start internationalizing, but there were other reasons behind it as suggested by Van 

Tulder (2015). Interestingly, some firms reported that their motives to perform international 

activities had changed following the pandemic. In the long run, these firms see that 

internationalization will act as a risk management measure, in which case firms’ success is not 

tied only to one market and risk can be diversified.  

 

When selecting target countries, firms opted for physically close countries with familiar cultural 

practices and business environments. Two of the interviewed firms had selected their target 

country based on following a key customer abroad, which is in line with the findings of 

Söderqvist and Holstius (2005). Similarly, they suggest that small Finnish firms often start 

foreign activities to follow a key customer abroad. Overall, firms’ decisions to start 

internationalizing from physically close countries with low-commitment entry modes support 

the Uppsala model internationalization theory (Johanson & Wiedersheim-Paul, 1975). Only one 
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firm felt they possessed sufficient knowledge and skills required to enter foreign market by 

establishing a subsidiary. Their decision to internationalize with an entry mode that requires 

more resources and commitment can be explained by the fact that they had previous experience 

with a foreign subcontractor that has enabled them to acquire knowledge and experience. 

Similarly, Forsgren (2002) suggests that firms can learn and gain knowledge through business 

relationships without having to go through same experiences as other firms.  

 

When assessing how the pandemic had affected firms’ internationalization, the findings are in 

line with the literature, although there are not many academical studies focusing on this topic 

available yet. In her study, Ratten (2020) depicted that travel and gathering restrictions will 

substantially affect international business environment and force firms to incorporate 

digitalization into their operations. Firms mentioned that travel restrictions were the single most 

significant factor negatively affecting their internationalization. Industry-specific physical 

customer meetings had to be conducted differently. Also, firms experienced challenges in 

sourcing raw materials and delivering products as travelling between countries became more 

difficult.  

 

Furthermore, unclear views of the future and the negative effects of the pandemic caused 

uncertainty among customers, which directly affected the demand of the internationalizing 

firms. Customers either postponed investments to the future or abandoned them completely and 

focused on securing the cores of their businesses. Customers' financial worries and problems in 

their own business also appeared as a decrease in demand for the firms. These findings are in 

line with the study by Juergensen et al. (2020), who state that manufacturing SMEs, in 

particular, are likely to experience a decline in demand. They additionally suggested that 

manufacturing firms can start producing goods required during the pandemic, but this was not 

the case for the firms interviewed. Additionally, some firms mentioned that the real impacts of 

the pandemic on the industry will only be seen in a few years, which will likely require further 

actions from the firms. On the other hand, as pointed out by Juergensen et al. (2020), SMEs' 

financial and human resources are often limited, which may, in some cases, make it difficult to 

take the necessary measures without external support.  
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The pandemic’s effects forced firms to change the way how they perform business activities. 

In terms of internationalization, key activities such as customer acquisition, sales and product 

commissioning were forced to take place online as physical meetings were not allowed. 

Furthermore, to respond to the changes in international business environment, firms 

implemented various adjustment measures to keep their operations alive. Two of the firms 

acquired new equipment which allowed them to host more quality remote meetings and produce 

instructional videos for remote commissioning. One of the firms invested to develop more 

advanced online store that would enhance the transformation from physical meetings to digital 

sales channels. As foreign market operations are heavily dependent on customer acquisition 

and sales, firms also re-allocated additional resources for marketing to increase products’ 

recognizability and make them better known within foreign customers. These findings are in 

line with the study conducted by Juergensen et al. (2020) as they suggest that the pandemic will 

force some manufacturing SMEs to update their internal infrastructure to support digital 

technologies, thus enhancing firms’ sales processes and increase their efficiency.  

 

Assessing the findings from dynamic capabilities point of view, it can be pointed out that the 

firms have mainly sought to protect their businesses rather than grow, which is perfectly 

understandable given the global situation and SMEs' limited resources. Firms have focused on 

modifying their existing capabilities to respond to changes in the external operational 

environment with little effort to either create or develop new capabilities. From a literary 

perspective, these findings support the study by Prange and Servais (2011) who propose that 

when firms’ international performance is based on surviving, they further develop existing 

capabilities enabling them to re-organize themselves in a way that makes them more 

competitive. On the other hand, the pandemic has caused unseen challenges that have required 

firms to develop new processes and routines (i.e. value-adding capabilities) that support 

internationalization. However, it is clear that the effects of the pandemic, especially on 

travelling, will continue to affect the way companies operate and their customers' purchasing 

behavior in the future. 

 

Although the firms did not have formal risk management processes, they had managed to 

protect their businesses from the pandemic relatively well. In the past, firms’ risk management 

was mainly implemented through different analyzes and business insurances, especially when 
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starting international operations. Firms mentioned that it had been unsystematic and only a 

small amount of resources had been allocated for it. In the case of all firms, risk management 

was the responsibility of senior management, and other employees did not participate in any 

way in risk management activities and did not know how the firm implements risk management. 

Interviewees highlighted the challenges with time management when there was simply not 

enough time to manage risks and decision-makers were forced to focus on more important tasks, 

which can partly explain firms lack of risk management activities. 

 

When these findings are mirrored to the literature, it can be stated that they are in line. As 

Gordon et al. (2009) pointed out, smaller firms indeed implement risk management 

unsystematically and intuitively. Also, in line with the findings by Hiebl et al. (2012) who 

suggest that small firms risk management is often delegated to members of senior management, 

who typically lack time and skills required to effectively perform risk management activities. 

Clarke and Liesch (2017) propose that international business environment surrounded by 

diverse risks often motivates internationalizing firms to devote more focus and resources to risk 

management, as was the case with the firms interviewed in this study. Overall, the firms should 

be pleased with their actions to protect their business from the effects of the pandemic, 

especially as the effects of risks are often more severe in SMEs (Laufs & Schwens, 2014). 

 

8.2 Answering the research questions  

 

This thesis has aimed to examine how the ongoing global health pandemic has affected 

industrial SMEs' internationalization. To gain a deeper understanding of the phenomenon, the 

main research question was supported by two sub-questions. Considering the aim of this study, 

the main research question was formed as follows: 

 

“How has the coronavirus pandemic affected SMEs internationalization?” 

 

Since the pandemic began in the first quarter of 2020, it revolutionized international business 

environment in particular and thus hampered the internationalization of interviewed SMEs in 

many different ways. First, the pandemic has had a significant impact on firms’ new customer 

acquisition and sales. In the industrial sector, new customer acquisition and sales have long 
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been based on customer visits and face-to-face contact, which has not been possible due to 

travel restrictions caused by the pandemic. As new customer acquisition and sales have become 

more difficult, firms have had to rely on various sales support measures to be able to keep 

foreign operations alive. In the case of interviewed firms, launching foreign operations involved 

travelling to the target country to either establish new customer relationships or set up 

operational facilities, but due to the pandemic, it has been challenging and firms’ 

internationalization processes have been delayed.  

 

Although the disease situation has remained relatively good in Finland, it has been considerably 

worse in the firms’ target countries, which has made internationalization even more 

challenging. The uncertainty caused by the pandemic has slowed and, in some cases, even 

stopped customers’ investments, which has appeared as declining demand for the firms. Two 

of the interviewed firms had also faced a challenge in which, at a time of uncertainty, foreign 

customers preferred local and domestic operators to foreign ones.  

 

Second, the pandemic has posed challenges to manufacturing processes. Especially in the early 

stages of the pandemic, international business environment was disorganized and firms whose 

production processes involved sourcing raw materials from foreign operators experienced 

delays in deliveries which required additional measures from the firms. For one of the firms, 

delays in raw materials supply delayed the whole production process and they were unable to 

deliver the ordered products to the customer by the agreed date, which negatively affected 

initialization of foreign operations. Furthermore, in some cases, firms had to modify their 

production chains in such a way that a possible infection would not have stopped the whole 

production, which meant that production capacity had to be reduced temporarily.  

 

In conclusion, the pandemic has negatively impacted the internationalization of SMEs by 

slowing down and complicating the internationalization process, creating new challenges for 

manufacturing processes and forcing firms to increase their initial investments allocated to 

internationalization. Without the effects of the pandemic, firms’ internationalization would 

have taken place faster and foreign markets could have been penetrated more effectively with 

fewer resources.  
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How firms have changed their key business processes to respond to the pandemic?  

 

Naturally, the pandemic has also had a major impact on firms’ key business processes. Soon 

after the pandemic was spread, firms had implemented various internal adaptation measures 

aimed at ensuring the continuity of key business processes. However, there were differences 

between the actions firms had to take to respond to the pandemic.  

 

The firms’ sales meetings and equipment installations underwent the largest changes when they 

were moved, at least partly, to take place online due to the travel restrictions. All firms made 

efforts to increase the quality of remote sales meetings by either acquiring new equipment 

and/or training their staff to perform better in remote meetings. All firms had experienced 

temporary decrease in demand and to support this, some firms allocated additional resources to 

marketing as a response to revive stagnant sales. Concerning equipment installations, the firms 

produced video material aimed at enabling remote commissioning of products and making it 

more efficient.  

 

Efforts have long been made to develop practices of the industrial sector in a more digital 

direction (Juergensen et al. 2020), but among the included firms, several key business activities 

are still conducted in ways that require the physical presence of employees. However, this study 

provided real-life examples of how the pandemic has partially accelerated the adaption of 

digital processes as part of the business operations of industrial firms. Although the interviewed 

firms still perform some of the key business activities without digital interaction, they have 

become aware and more open towards the potential benefits of utilizing as a part of business 

processes as a result of the pandemic. For one firm, the pandemic was a concrete driver of 

digital transformation as they renewed part of their production machinery to support 

digitalization, the need which arose concretely through the challenges posed by the pandemic. 

 

Although the pandemic forced firms to change their business habits suddenly, these changes 

can be considered positive for the future. The changes to a more digital direction that took place 

during the pandemic will, in the long run, increase firms’ efficiency and thus make their 

businesses more profitable. The effects of the pandemic on customers' purchasing behavior are 
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already visible, and firms seeking international growth, in particular, should take this into 

account in their policies. 

 

Have SMEs been able to secure themselves from the pandemic? 

 

When looking at things in the big picture, interviewed firms have been pleased with how they 

have managed to protect their businesses from the pandemic, as they should since they are all 

still running. Last year, when business environments underwent a major change, firms had 

difficulties at times because no one could have assumed the pandemic’s effects in advance. 

Interestingly, the firms did not perform almost any formal risk management activities as part of 

ongoing business operations and risk management activities were rather performed 

occasionally or before starting international operations. The firms had delegated risk 

management to senior management and other staff had little idea how to implement risk 

management in the companies.  

 

The negative effects of the pandemic on firms’ personnel were relatively small. The firms have 

managed to secure their staff without infections, although some quarantines had to be 

implemented. Due to declining demand, only one firm had to make changes to their personnel 

and lay off employees. Also, the firm was forced to apply external financing to keep its domestic 

and foreign operations alive. Other firms were able to protect their business activities through 

internally performed adjustment measures. 

 

Given these factors, it can be said that the firms have succeeded in protecting their business 

mainly due to their rapid adjustment measures, at least so far. All the firms involved in the study 

have operations in Finland, which in turn has helped to secure the business. Firms were able to 

cover the expenses of internationalization through their domestic market positions. Given the 

limited financial and human resources of SMEs (Dominguez, 2017), it can be concluded that 

the firms’ adjustment measures worked as planned and kept their business operations running. 

Therefore, firms’ actions to protect themselves can be considered successful. 
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9 SUMMARY 
 

The final chapter concludes the study by providing conclusions, theoretical contributions, 

managerial implications and limitations as well as suggestions for future research.  

 

9.1 Conclusions 

 

Although the pandemic has affected and changed the internationalization of the examined firms, 

they have been able to respond relatively well to the challenges posed by the pandemic, at least 

for the time being. Despite the challenges posed by the pandemic, internationalization will 

continue to play a significant role in the competitiveness of SMEs. In some markets, the 

pandemic has increased the power of large corporations as smaller players have had to close 

down. This means that in the future, firms will face even tougher competition from large 

players. 

 

This study has provided an overview of the internationalization of SMEs during a pandemic, 

when the global business environment experienced a major external shock that has hampered 

and, above all, slowed down the internationalization activities of SMEs. No one was able to 

predict the effects of the pandemic in advance and firms have had to take quick adjustment 

measures to secure their businesses. During the pandemic, the advantage of small businesses 

was seen in their agile organizational structure, which allowed for rapid changes in the short 

term. These issues have risen to a significant role, enabling the examined firms to continue to 

perform business activities internationally. It remains to be seen when the pandemic will end 

and what kind of effects it will have in the long run, but so far, its effects on the 

internationalization of the studied firms have been mediocre. 

 

9.2 Theoretical contributions 

 

Theoretically, the thesis contributes to the limited research to date by further explaining the 

effects of the pandemic on SMEs internationalization. The domain still lacks studies regarding 

the pandemic’s effects on SMEs internationalization and while previous studies (Juergensen et 

al. 2020; Ratten, 2020) have taken a broader view by focusing on the effects on international 
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business environment, this thesis aimed to depict the firm-level effects. The results make an 

important theoretical contribution by discussing the negative effects of the pandemic on 

manufacturing SMEs' internationalization processes. Furthermore, these findings can be 

utilized when comparing results between industries. The results also support previous studies 

by depicting how travel restrictions, decreasing demand and uncertainty among other factors 

have slowed firms’ internationalization processes.  In terms of dynamic capabilities, the thesis 

contributes by further addressing Prange and Servais’ (2011) dynamic capability-driven model 

and suggests that during a crisis time, manufacturing SMEs focus on surviving by further 

developing their existing capabilities.  

 

9.3 Managerial implications  

 

Managerially, this study offers several implications that can provide beneficial information for 

firms that are aiming to start internationalization during the pandemic or soon after it. As 

mentioned earlier, the pandemic has slowed down firms' internationalization processes and 

therefore, enough time should be reserved for implementing internationalization. Now is 

probably not the best time to start a fast internationalization. Global business environment is 

still rather disorganized which can negatively affect foreign operations. Furthermore, decision-

makers should focus additional efforts on examining the target country's pandemic situation. If 

the situation in the foreign country is worse, firms can expect their internationalization to be 

hampered and delayed. 

 

This study has also shown that internationalizing firms, particularly in industrial sector, should 

invest in digital channels that support customer acquisition and sales. Once the pandemic is 

over, business travelling is likely to decrease and digital way of doing business becomes more 

normal and increases internationalizing firms' opportunities. That said, training salespeople to 

become better in remote meetings is one thing that should be considered. By producing material 

that supports remote negotiations, firms would increase their opportunities to succeed in the 

post-pandemic markets where customers' buying habits have changed towards digital processes. 

 

Lastly, internationalizing during the pandemic will likely require more financial resources than 

normal. Hence, SMEs should thoroughly consider postponing internationalization to take place 
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once the international business environment has unwound, unless there are factors that can 

ensure rather riskless internationalization. If the firm decides to start internationalizing, it 

should acknowledge the fact foreign customers may be willing to support local firms rather 

than foreign ones. 

 

 

9.4 Limitations and suggestions for future research 

 

Internationalization of SMEs is a rather broad concept that includes many variables. When this 

phenomenon is studied in the light of a global pandemic that is constantly changing, it is clear 

that the study also includes limitations that should be taken into account when reading it. First, 

this study focused only on the experiences of four SMEs, and therefore a larger sample could 

have provided different results. Two employees were interviewed per firm, but for scheduling 

reasons one firm was only able to provide answers from one employee. By interviewing 

additional person, the results could have been slightly different. On the other hand, the 

interviewee is responsible for the firm’s international operations, so he had the most 

comprehensive understanding of their activities and experiences. One thing to keep in mind is 

that although the firms interviewed in this study were SMEs, there are differences in their 

resources and backgrounds, which means that the results of this study cannot be generalized to 

other companies in the industry. Additionally, this study focused only on firms operating in the 

industrial sector and thus the results will likely be different in other industries. Finally, SMEs 

experience changes in the external operating environment more severely than larger businesses, 

which means that the effects of the pandemic on the internationalization of large firms are likely 

to be different.  

 

As can be seen from above, this study is limited to a small sector and it would be interesting to 

find out how the pandemic has affected internationalization of larger companies. Also, it would 

be valuable to see if the effects of the pandemic differ across industries. The coronavirus 

pandemic is still ongoing, and its ending is still challenging to predict. As a result, the final 

effects of the pandemic may only be seen after several years to come. For this reason, it would 

be beneficial to study the effects of the pandemic in a few years to find out whether it has led 
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to new changes in the internationalization process and how firms have coped with the long-

term effects of the pandemic. 
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APPENDICES 

 

Appendix 1. List of the interview questions. 

 

Internationalization: 

1. What were your initial motives to internationalize? 

2. What is your target country, and why did you choose it? 

3. How did you internationalize?  

4. How has the pandemic affected your internationalization/international activities? 

5. Have your motives to perform international activities changed due to the pandemic? 

 

Dynamic capabilities: 

1. How has the pandemic affected your key business processes and activities? 

2. How did your firm adapt to unexpected external shock? 

3. How have you adjusted your internationalization activities due to the coronavirus 

pandemic? 

 

Risk management: 

1. How would you describe your risk management process? 

2. How have you implemented risk management activities earlier? 

3. How have you been able to secure your business activities from the pandemic? 

4. Has the pandemic changed your risk management activities? 

5. How will you perform risk management activities in the future? 


