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This bachelor's thesis discusses the challenges faced by an SME in international trade and
the influence of different cultures on the emergence and existence of these challenges. The
aim of this study is to explore what kind of challenges an SME encounters while exporting
to high-country risk export destinations. The theory used in this study consists of previous
literature related to the differences between cultures in the business world and the challenges
faced by SMEs in export operations. The empirical part has been carried out by using a
qualitative research method and the research material has been collected by interviewing
employees of the case company. The case company participates in an international trade
project.

The position of an SME in international trade is full of risks and the success of the trade can
be vital for the company. Challenges for an SME in international trade are the differences
between the cultures of different organizations, internal export barriers and external risk
factors related to the export destination, the company's inferior position in relation to larger
project parties and unexpectedly changing conditions.

The results of the interviews prove that differences between cultures have an impact on the
course of an international project. The results also point out that the most considerable
problems for an SME are the lack of resources and the disorganization caused by the size of
the company. Flexibility and extensive risk mapping and anticipation of possible threats are
important in managing the risks of an SME.
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Tassd  kandidaatintutkielmassa  késitellddn  pienyrityksen  kohtaamia  haasteita
kansainvélisessa kaupassa ja erindisten kulttuurien vaikutusta ndiden haasteiden syntyyn
sekd ilmenemiseen. Tavoitteena on vahvistaa nakemystd pienyrityksen asemasta
kansainvélisilla markkinoilla. Tassa tutkimuksessa hyoddynnetty teoria koostuu
aikaisemmasta kirjallisuudesta liittyen kulttuurien valisiin eroihin yritysmaailmassa sek&
PK-yrityksen kohtaamiin haasteisiin vienti toiminnassa. Empiirinen osa on toteutettu
kvalitatiivisella tutkimusmenetelmall& ja tutkimusaineisto on kerétty haastattelemalla case
yrityksen tyontekijoita. Case yritys osallistuu kansainvaliseen kauppaprojektiin.

Pienyrityksen asema kansainvalisessé kaupassa on taynna riskejé ja kaupan onnistuminen
voi olla yritykselle elintéarked4. Pienyritykselle kansainvalisessa kaupassa haasteita luovat
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vientikohteeseen liittyvat ulkoiset riskitekijat, yrityksen heikko asema suhteessa suurempiin
toimijoihin ja yllattden muuttuvat olosuhteet.

Haastatteluiden tulokset osoittavat, ettd kulttuurien vélisilld eroilla on vaikutusta
kansainvélisen projektin kulkuun. Tulokset myds osoittavat sen, ettd pienyrityksen
suurimpia ongelmia on resurssien puute sekd yrityksen koosta aiheutuva
organisoitumattomuus. Pienyrityksen riskien hallinnassa térkedd on joustavuus ja laaja
riskien kartoitus sek& ennakointi mahdollisten uhkien varalta.
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1 Introduction

1.1 Background

The Covid-19 crisis created an unpredictable state of shock to the international markets for
several years. The effects of the crisis include problems in multinational supply chains and
decreased demand of products. These effects have a direct impact on small and medium-
sized enterprises (SMEs) and entrepreneurs around the world. The war in Ukraine is also
creating significant economic implications in terms of finance and energy markets, supply
chains and trade. Due to the Ukraine’s crisis, inflation is rising, and this is particularly
reflected in energy prices and downstream sectors which have important role in SMEs
operations (OECD, 2022). Today’s geopolitical challenges have affected in multinational
projects and the complex supply chains that supports them. Geopolitical challenges can
create unforeseen conditions and it may be difficult to identify these emerging difficulties.

As a result, not all obstacles can be anticipated and prepared for in advance.

SMEs which frequently lack dedicated risk management capabilities, can be assumed to
encounter difficulties when dealing with geopolitical concerns (Leonidou, 1995). This
research aims to identify challenges caused by this and find ways to avoid or react properly
to them. Leonidou (1995) categorized export barriers into internal and external barriers.
Internal export barriers consist of challenges caused by the company itself and its position
in the markets. In this study, external barriers are mainly considered through Hofstede’s
(1980) cultural dimensions theory. It deals with external problems specifically through the
differences between cultures and countries, which also appropriately delimits the topic of
this study. This research is a case study, and its objective is both to support the existing
literature and to provide valuable information to the case company. The study was conducted
as a qualitative study utilizing interviews of the case company’s employees. The interviews

are analyzed based on the existing literature, which will be discussed in the next chapter.



1.2 Literature review and conceptual framework

International project management and export practices have been much examined in recent
years. Although there are various theories of export success, many of these only give a
fragmentary view of the phenomenon. Schadler, Teichert, Herzhoff, Klein, and Brohm
(2020) researched the characterization of project success in small and medium-sized
enterprises. They argue that successful management that takes into account the individual
achievements of team members can contribute to project success. They also suggested that
the task of the project team is to identify, assess and monitor the biggest risks that can
significantly affect the progress of the project. D’Angelo, Majocchi, Zucchella, and Buck,
(2013) researches the role of the export destination country in the context of international
trade. According to the research, exporting exposes companies to increasing foreign risks,
which requires the allocation of more committed and specialized resources and expertise.
The results suggest that the factors affecting the export performance of SMEs vary according
to the geographical area of internationalization. According to Paul, Parthasarathy and Gupta
(2017), SME’s exporting barriers can be divided into internal and external barriers. Internal
barriers consist of challenges arising from the company itself and external barriers are caused
by the business environment in the export destination.

Previous studies have considered the perspective of SMES in export projects and the impact
of cross-cultural issues, intercultural communication, and risk management as these all are
factors that have an impact on the success of export project. Paul et. al., (2017) published a
study that reviews SME’s export challenges and explores the topic through numerous
articles. However, there is little to no information on export projects to high country risk
export destinations from the perspective of an SME. Also, while existing research has shown
the influence of national differences in cross-cultural business interactions, there are also
existing research gaps. Previous research has not concentrated on the influence of cultural
differences in the context of project management in SMEs. This study strives to combine the
before-mentioned gaps and provide solutional information to help to fill the gaps in

literature.

Kreiser, Marino, Dickson and Weaver (2010) focused on SME's culture and risk-taking in
their study. Proactive firm practices are harmed by uncertainty avoidance, individualism,

and power distance while uncertainty avoidance and power distance have a negative



influence on risk-taking. Power distance determines the amount of formal hierarchy, the
degree of centralization, and the level of involvement in management decision making.
Differences between cultures in expectations related to business relationships and standards
of relationship flexibility, information exchange, longevity, mutual benefit, and solidarity
are equally important despite cultural backgrounds (Newman and Nollen, 1996). A direct
beneficial impact on company’s performance can be achieved with cultures lower masculine
and power distance values, intermediate individualistic values, and lower uncertainty

avoidance values (Halkos and Tzeremes, 2011).

The purpose of this conceptual framework is to demonstrate the impact of interaction
between individuals of various cultures. The framework also attempts to describe the
project's success in terms of the influence of the multicultural environment and the
subsequent business partnerships. The purpose is to examine how common understanding
and common behavior are developed and maintained in multicultural operations whilst
taking into consideration the most significant risk factors. The conceptual framework of this
research (Figure 1) consists of four major elements, which are cross-cultural differences,
intercultural communication, B2B relationships and trust and risk management. These
factors are influencing the international project management practices. All earlier mentioned

factors are creating the basis for the success of international project.

v

B2B Relationships

Cross-cultural l
differences International project Success in
management ’ international project

Intercultural
communication T

Risk management

v

Figure 1. Conceptual framework



1.3 Research questions, objectives, and delimitations

This study strives to gain clarity on how cross-cultural issues and intercultural
communication can affect the project management of an SME when it participates in
international project with high country risk. The study evaluates the kind of challenges that
a business should anticipate when considering entering international project. This study will
also identify and determine the factors that cause the challenges. Additionally, this study
hopes to provide solutions to the difficulties posed by cross-cultural issues and intercultural
communication. The research will also address the export barriers created by domestic and

foreign business environment.

The sub-research questions have been set to tie the above-mentioned goals together. These
two sub-questions have been established to assist in answering the main research question
and to further the understanding of the phenomena under consideration. The main research

question is set to be answered through these sub questions.
Main research question:

“What kind of challenges does SME encounter while exporting to high country

risk export destination? ”
Sub-research questions:

“How cultural differences impact on project management in export project?”
“How could export challenges be avoided in international project?”

The purpose of the first sub-question is to clarify the implications of intercultural interaction
and the challenges it creates. Also, the aim is to outline the cultural differences that emerge
between the project parties. The question seeks to limit the topic to cultural challenges. The
second sub-research question assesses how these challenges can be avoided and their impact
reduced. The purpose of the second sub-question is to look at the issue in a broader context
and to find generalizable ways to avoid potential cultural challenges. The research questions
are primarily created to serve the needs of the case company of this study. Additionally, the
questions are also designed so that the research results are also useful for the academic world.

Because this research is a case study, it is quite limited. The case company operates in the
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machinery industry and the case project involves just a couple countries as stakeholders. The
research material consists of the experiences of the people working in the case company.
The company’s operations in the field of machinery can affect the generalization of this
research. The scope of the study is also affected by the fact that the country of export is in
unstable market environment. This study highlights the major cultural differences between
Finland, Russia, France and Italy and their impact on management and control of the export
project. The research is limited to these countries because they are the case company's
stakeholders in the project under examination. These limitations are based due to the fact
that this study is carried out from the perspective of the case company which is examined in
more detail in chapter 3.1. The research is also limited to the cross-cultural issues that are

arising in international project management practices.
1.4 Structure of the research

The structure of this research consists of five chapters. The first chapter introduces the
research topic in general. It also defines the research questions and objectives. Furthermore,
the first chapter defines delimitations and relevant concepts of the research. The theoretical
framework is being addressed in the second chapter. This chapter considers the cultural and
cross-cultural issues in the context of international project parties. This chapter also
considers export barriers and risk management. The third part of the study is the
methodology section, which describes the research method utilized and the data collected. It
also presents the case company and provides the necessary background information. The
fourth chapter presents the main findings of the study, while the fifth chapter gives
conclusions and a summary of the discoveries and compares them with the findings from

previous literature.

Figure 2. Structure of the research

Methology ] [ Results ] [ Conclusion ]
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2 Export challenges and risk management

The focus of this chapter is to present the theoretical foundation of this research which gives
basis for the analysis of the interview findings. Business globalisation has progressively
lured SMEs, particularly those in industries vulnerable to significant globalisation dynamics,
into global value chains via various sorts of cross-border activity (OECD, 2004). Exporting
has been traditionally seen as an important economic activity for small and medium sized
enterprises. Foreign market entry is viewed as a critical strategy for small and medium-sized
businesses to expand and survive over a longer period. Entering a foreign market is not an
easy decision. With limited resources, SMEs must conduct a thorough analysis of the major
challenges to enter international markets (Rahman, Uddin, and Lodorfos, 2017). According
to Musteen, Francis and Datta (2010), the inability of SMEs to manage additional risks such
as adhering to international standards, following legal procedures, and competing in
international markets due to a lack of resources can increase the difficulty of SMEs entering

foreign markets.

Several studies have supported the fact that export barriers can be divided into internal and
external barriers (e.g., Leonidou, 1995; Tesfom and Lutz 2006). Leonidou’s study also
discovered that internal barriers are specific to the company and are typically related with
existing organizational resources or export strategy. According to the study, external barriers
are due to the environment where the company operates. Leonidou also determined that
export barriers can be classified according to domestic and foreign categorization. Domestic
barriers are due to problems at the company's domicile, while foreign barriers are related to
problems in the foreign market in which the company operates or intends to operate.
Leonidou determined that there exists negatively correlated relationship between export
barriers and export performance. Strategic positioning of SMEs is the result of a 'learning
loop' that allows enterprises to overcome internal and external challenges (Arranz and De
Arroyabe, 2009).

Paul et.al. (2017) created a framework that describes the major export barriers for SMEs
(Figure 3). These barriers are divided into internal e.g. micro level barriers and external e.g.
macro level barriers. The internal barriers consist of potential export challenges that could

arise within the organization. Many of the internal export barriers come as a result of the
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company's small size, the lack of export experience of the management team, or the difficulty
to adapt to the foreign market environment. External barriers, on the other hand, arise as a
result of export destination country’s institutional, administrative, legal, and political
problems in the export destination as well as the unstuffiness of demand. Internal barriers
are perceived to be related to the organization’s resource capabilities as well as the
company’s attitude towards international business, while external barriers were found to be
arising from to the organization’s domestic and foreign operating environments. When it
comes to exporting activities, managers' perceptions of the internal and external environment

might be influenced by their strategic orientation.

Exporting
|
A4 A 4
Internal Barriers (Micro External Barriers
level) (Macro level)

* Difficulty in selecting reliable e Lack of proper trade

distributors. institutions
e Lack of negotiating power. s Lack of incentives
e Little understanding of target &protection from the

market and its challenges. government
s Poor organization of exports Political instability

department. Legal and Political problems
* [nability to access information. Demand insufficiency
e Short international experience.. Adaptation  problem  of
e [nability to achieve competitive market entry
advantage in foreign markets
e Lack of capital and insufficient
resources.

Figure 3. Major barriers for SME’s export practices (Paul et.al., 2017)

2.1 External barriers

Cardoza, Fornes, Farber, Duarte and Gutierrez (2015) discovered that some of the existing
macro-level challenges include a lack of adequate trade institutions, poor exchange rates, a
lack of a competitive national export policy, and international agreements. Etemad, Wright
and Dana (2001) argued that smaller organizations can utilize strategic partnerships with
larger companies to overcome natural size limits and attain the economies of scale required

for international competitiveness. External barriers are defined as lack of proper trade
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institutions, lack of incentives and protection from the government, political instability, legal
and political problems, demand insufficiency and adaptation problem of market entry
(Figure 3). These barriers are typically outside the control of a single business and are

influenced by quick external changes (Leonidou, 2004).

According to Dean, Mengi¢ and Myers (2000) a company is more likely to have
unfavourable attitudes towards exporting if it perceives a large number of external barriers.
That can be assumed to be reflected into company’s export performance. Furthermore,
exporting to developing countries can be seen to have negative impact to company’s export
performance, due to developing countries characterization as more volatile environments
which are more likely to involve unstable political conidiations. Unforeseen changes in the
developing market environment may be due to unstable political or legal situation. Small
exporters are particularly vulnerable to external barriers because companies lack the
resources and capacities to minimize the risks posed by the external environment (Shoham
and Albaum, 1995; Tesfom and Lutz, 2006). Legal regulations can cause external barriers
to a company’s export activities. If the export is directed outside of Europe, it is important
to find out country-specific legalisation. Various certificates and quality reports may also be
required for products that are under export. Differing technical regulations, especially in the
industrial sector, can lead to additional costs. In order for the products to be exported to be
approved according to the quality requirements of the country of destination, they often have

to undergo the necessary quality certificates.

2.2 Cross-cultural differences in the context of project parties

Due to the idea of culture's complexity, it is impossible to identify a single accurate definition
for it. According to Hofstede (2001, 9) culture can be defined as “the collective programming
of the mind that distinguishes the members of one human group or category of people from
another”. Culture may also be defined as a set of attitudes, rules, and values, as well as a way
of thinking that is gained via social interaction (Browaeys, 2019). Culture in all its
complexities, is often defined as a symbolic communicative process in which culture and
communication purportedly develop and form one another (Yangyang, Podolski and
Veeraraghavan, 2017). Hofstede, Hofstede and Minkov (2010) suggest that a society's basic
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values are relatively stable, with the unwritten norms for achievement, failure, participation,

and other essential characteristics remaining consistent.

Cultural dimensions theory, created by Hofstede (1980), focuses on specific levels of culture.
Using a framework developed from factor analysis, the theory demonstrates the cultural
effect on a society's members' values and the relationship between these values and behavior.
Hofstede's cultural dimension theory is commonly utilized in cross-cultural research
(Schaffer and Riordan, 2003). In the first version of cultural dimension’s theory contained
four dimensions: power distance (PDI), uncertainty avoidance (UAI), individualism (IND)
and masculinity (MAS). In the 1980s, research conducted by Canadian psychologist Michael
Harris Bond resulted in the addition of a fifth component to Hofstede's theory, called long-
term versus short-term orientation (LTO) (Hofstede and Bond, 1988; Hofstede, 1991.)
Hofstede et. al. (2010) added the sixth dimension, and it is called indulgence versus restraint
(IVR). In this theory, cultural dimension's intensity is rated on a scale of 0-100. When the
value is higher than 50, the cultural dimension's intensity is considered high, and when it is

lower than 50, the intensity of dimension is considered low.

Cultural dimension Finland Italy France Russia
Power distance (PDI) 33 50 68 93
Uncertainty avoidance (UAI) 59 75 86 95
Individual versus collectivism (IDV) 63 76 71 39
Masculinity versus feminity (MAS) 26 70 43 36
Short-term versus long-term orientation (LTO) 38 61 63 81
Indulgence versus restraint (IVR) 57 30 48 20

Table 1: Cultural dimensions of Finland, Italy, France, and Russia (Hofstede insights)

2.2.1 Power distance (PDI)

Power distance can be defined as the degree to which less powerful individuals of
organizations inside a society anticipate and accept unequal power distribution (Hofstede
et.al., 2010). The power distance demonstrates the community's acceptance and endorsement
of authority and status privileges (Carl, Gupta and Javidan, 2004). According to Newman
and Nollen (1996) in organizations, power distance affects the number of formal hierarchies
and the number of people involved in decision-making. In addition, there are usually more

centralized companies in countries with higher power distances and fewer employees
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participating in decision-making. Kreiser et.al. (2010) suggested that managers in low power
distance societies will be more forward-thinking when they are adopting strategies for the
company. They will also be attempting to standout from each other to gain better position in
their industry. Furthermore, in low power distance society, managers are willing to use
proactive strategies and look for opportunities to use these as a means of economic survival

because the environment is usually more dynamic in low power distance cultures.

Russia and France are considered as a large power distance societies with scores of 93 and
68 in the PDI (Table 1). In large power distance societies’, superiors and subordinates
perceive each other as experientially unequal and the hierarchical structure is based on this
experiential discrepancy. Furthermore, in the large power distance societies’ organizations
attempt to concentrate power in as few hands as necessary and subordinates anticipate being
directed. There can be a significant managerial team, structured in high hierarchies of
persons reporting to one another. In Finland and Italy, the societies’ power distance is
smaller than in Russia and France. Finnish culture scores 33 and Italian 50 in the PDI (Table
1). Subordinates and superiors regard each other as existentially equal in small power
distance cultures. In small power distance societies’ organizations are decentralized to some
extent, with flat hierarchical pyramids and a small number of supervisory personnel.
(Hofstede et.al., 2010.)

2.2.2 Uncertainty avoidance (UAI)

Uncertainty avoidance can be defined as the degree to which individuals of a culture perceive
themselves to be threatened by ambiguous or uncertain circumstances. Countries with a high
score on this category adhere to strict norms of thought and behaviour and are closed to
unconventional behaviour and ideas. In contrast, nations with a low score have a more
relaxed approach toward principles, emphasizing practice over ideals (Hofstede et.al., 2010).
Finland’s score of 59 on uncertainty avoidance is the smallest and Russia scores highest with
a score of 95 on this dimension. Italy’s and France’s scores are in the middle of these two
countries (Table 1). All cultures under consideration may be classified as strong or very
strong in this dimension. Individuals who live in societies with a high level of uncertainty
avoidance may be less trusting because of strong in-group collectivism, which leads to a lack

of trust outside the family and in-group (Fukuyama, 1995).
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In uncertainty-avoidance cultures managers would be required to sustain an organization's
norms and regulations and deliver specific directions for employees. In low-uncertainty
cultures managers would be required to develop regulations only when necessary
(Browaeys, 2019). Uncertainty avoidance is demonstrated in businesses by the clarity of
systems and procedures. In turn, relying on well-defined procedures and well-established
strategies assists firms in reducing uncertainty and coping with their discomfort when

confronted with unfamiliar situations (Newman and Nollen, 1996).

2.2.3 Individualism versus collectivism (IDV)

The practices and beliefs involved in building relationships can be different between
cultures. Normative attitudes of individualist and collectivist business partners towards the
formation and maintenance of business relationships differ (Cannon et al., 2010). When
comparing cultures under concentration, Finnish, French, and Italian can be considered as
individualistic societies with scores of 63, 71 and 76 in the IDV dimension. Russian culture

is only collectivistic with a low score of 39 in this dimension (Table 1).

In an individual-centred culture individual aspirations, initiative and achievement are given
priority and individuals are urged to develop self-reliance. The desire to belong to a group
is smaller and there is no difference between internal and external groups (Browaeys, 2019).
In a highly collective environment, tasks might be over-segmented, causing workers to lose
focus on the bigger picture of the project and concentrate primarily on their own assigned
responsibilities (Morris, Avila and Allen, 1993). In individualist cultures, the management-
employee relationship is largely seen as a business contract, interaction between buyers and
sellers in a labour market. In an individualist society management can be seen as
management of individuals as in collectivist society it can be seen as the management of
groups. Management approaches have been created almost solely in individualist societies
and are predicated on cultural assumptions that may not hold in a collectivist environment.
Furthermore, it can be considered that essential contrast between in-groups and out-groups
in collectivist culture has far-reaching implications for business relationships. (Hofstede
et.al., 2010.)
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2.2.4 Masculinity versus femininity (MAS)

Masculinity reflects how much society values achievement, courage, and material in term of
success and society can be assumed to be highly competitive. Low scores reflect a more
consensus-oriented culture, defined by femininity and a preference for collaboration and
modesty (Gaganis et al., 2019). Italian culture can be considered masculine, due to a high
score of 70 in the masculinity-femininity dimension. Thus, Finnish, French and Russian

cultures are more feminine with scores of 26, 43 and 36 in this dimension (Table 1).

Usually, managers in masculine societies are performance oriented. They are willing to
accept the consequences of wrong decisions if they get enough praise for their success.
Furthermore, even aggressive behaviour of managers can be well tolerated in highly
masculine societies (Chang and Noorbakhsh, 2009). There is a preference in feminine
cultures for resolving issues through compromise and negotiation. Also, in feminine society
the humanization of work takes place through interaction and cooperation. Instead, in a
masculine society, the humanization of work is carried out by enriching the content of the
work (Hofstede et.al., 2010).

Masculine and feminine countries flourish in different industries based on their cultural
characteristics. Industrially developed in masculine cultures as Italian have a competitive
advantage in manufacturing, particularly in high-volume production. Things are
accomplished efficiently and quickly in a masculine society. Companies operating in a
masculine environment are generally excellent in the manufacture of large and heavy
machinery. In service businesses such as consulting and manufacturing under client’s
specifications, feminine cultures have a relative advantage. Furthermore, in feminine
societies like Finnish and Russian, smaller organizations are preferred, while masculine

societies prefer larger organizations. (Hofstede et.al., 2010.)

2.2.5 Short-term versus long-term orientation (LTO)

Short-term orientation refers to the concept of qualities linked with the past and present. It
contains the principles of respecting traditions, preserving the “face” and fulfilling social
obligations. Long-term orientation, on the other hand, refers to the development of qualities

focused on future rewards (Hofstede et.al., 2010). Finnish culture can be classified as
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normative due to its low score of 38 in this dimension. Italy's and France’s high scores of 61
and 63 on this dimension demonstrates the pragmatic nature of these culture. With an

extremely high score of 81, Russian culture is also clearly a pragmatic (Table 1).

In pragmatic societies like Russia, France and Italy, people feel that truth is highly
situational, contextual, and temporal. Moreover, it is natural for there to be more than one
truth. The distinction between good and evil is also dependent on the circumstances. In a
normative society like Finland, general guidelines define good and bad. There is a general
belief about only one truth, and the truth does not depend on the circumstances. (Hofstede
et.al., 2010.)

Long-term orientated society main work values are including self-discipline, honesty, and
adaptiveness, while in short-term orientated society main work values are freedom,
achievement and rights. Managers and employees are sharing the same aspirations towards
company in long-term orientated society. In short-term orientated society, managers and
workers are usually divided into two different groups among their aspirations. (Hofstede
et.al., 2010.)

2.2.6 Indulgence versus restraint (IVR)

According to Hofstede et.al. (2010) the last dimension of the cultural dimensions’ theory is
the extent to which people try to control their desires and impulses based on their living
environment. While restraint refers to relatively strict control, indulgence relates to fairly
lose control. Thus, cultures can be classified as indulgent or restrained based on their level
of indulgence. Finland is classified as an only indulgent country in this comparison, as seen
by its high score of 57 in this dimension. French culture with a bit lower score of 48 is
classified as restraint. Also, with a low score of 30, it can be assumed that Italian culture is
restraint. Russian culture is clearly restrained, as seen by its extremely low score of 20 on
this dimension (Table 1).
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2.3 Internal barriers

Internal barriers can be defined as difficulties which are arising from the company itself and
its operations. Internal barriers e.g., micro level barriers are defined as difficulty in selecting
reliable distributions, lack of negotiation power, little understanding of target market and its
challenges, poor organization of exports department, inability to access information, short
international experience, inability to achieve competitive advantage in foreign markets and
lack of capital and insufficient resources (Figure 4). According to Leonidou (1995) internal
export barriers are mainly intrinsic to the firms which do not have sufficient experience or
resources for export activities. Internal and domestic barriers are easier to overcome since
they can be more easily controlled by exporters. Furthermore, issues related to inadequate
export department structure and enterprises' lack of skilled personnel to manage exporting
activities are often characterised as internal issues (Yang, Leone and Alden, 1992). Due to
SMEs smaller size and business capacity, they usually have a lower negotiation power
against bigger firms. Larger project partners often have more decision-making authority, and
SMEs have no choice but to comply with larger corporations' demands. Another key
impediment to exporting is the lack of an export department in many SMEs. Although
demanding projects may require ongoing and full-time dedication, sometimes the same
employees undertake export initiatives alongside their other work. SMESs' export activities
can also be hampered by a lack of information. Obtaining relevant and up-to-date
information can be difficult, especially if successful communication between project
partners is challenging. When a business first enters a foreign market, gaining a competitive
advantage can be challenging, and this can have a detrimental impact on the company's
export performance. The economic characteristics of SMEs are also creating a certain
constraint on export activities. For an SMEs, the failure of an export activities can be fatal,
while a large companies can better withstand financial losses. Due to, it is important for an

SME to take into account all the risks which can arise during export activities (Figure 4).

2.4 Effective intercultural communication

Intercultural communication (IC) can be explained as a process in which people from

different groups seeks to understand each other. Intercultural communication can be also
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defined as the creation of mutual meaning in different cultures. A prerequisite for successful
communication is that individuals seek to understand each other’s intentions in non-
evaluative ways (Bennett, 2013). Lustig and Koester (2006, 46) suggested that “intercultural
communication is a symbolic, interpretive, transactional, contextual process in which people
from different cultures create shared meanings”. Intercultural communication is often
defined as communication ‘‘between people from different national cultures, and many
scholars limit it to face-to-face communication’” (Gudykunst, 2002, p. 179). The concept of
culture and its interaction with communication, as well as networked process of message
interpretation, meaning creation, sense making, and outcome production, are important
features for IC research. All these features can differ across cultures, and they can impact on
one’s intercultural communication (Yangyang et.al., 2017). According to Gudykunst (2000),
the cross-cultural research is utilized for investigating behaviour of different cultures in
general level while intercultural research involves examination of two or more cultures
members behaviour during interaction. Due to, general understanding of cross-cultural

differences in behaviour is necessary for understanding intercultural communication.

Defining an intercultural communication competence (ICC) has proven difficult due to the
subjective nature of competence. The creation of a suitable ICC model and scale that adapts
well between cultures is still developing (Arasaratnam and Doerfe, 2005). Although ICC has
been highlighted as one of the most important topics in the research of intercultural
communication, research in this field has been hampered by conceptual uncertainty and a
lack of qualified and reliable information (Dai and Chen, 2014). Understanding of ICC is
important for managers operating in culturally diverse environments. Also, when
understanding the concept managers can improve their problem-solving and decision-
making skills. ICC also improves the chances of obtaining great team performance (Rogala,
2011).

Matveev and Nelson (2004) developed a framework for describing the intercultural
communication competence process. The framework has three main contains which all
consist of different sub-factors that all have an impact on the main levels. These main
contains are national culture orientation, cross cultural communication competence and

multicultural team performance.
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Figure 4. Intercultural communication competence (Matveev and Nelson, 2004)

Team members from various cultures communicate differently, have different motivations
for obtaining and giving knowledge, and have distinct needs for self-categorization
(Gudykunst, 1997). When considering the intercultural competence, it is critical to take into
consideration variables which are influencing in the communication performance. The first
variable of the intercultural communication competence model is national culture
orientations. This variable includes the context richness, power distance, individualism,
uncertain avoidance, and performance. As can be seen from the figure, national culture
orientations impact on cross cultural communication competence. Cross cultural
communication competence consists of interpersonal skills, team effectiveness, cultural
uncertainty, and cultural empathy. These two variables together influence in multicultural
team performance. Clear goals, roles and norms, participatory leadership, constructive
feedback and cooperative are all variables that influences in multicultural team performance.

Next chapter presents the case company of this research in more detail and displays the
research methods. Later the theoretical frameworks of this chapter are utilized in analyzing

research data and creating conclusions of this thesis.
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3 Methodology

This chapter contains a presentation of the case company as well as relevant information on
the specific features of the export project under consideration. In addition, this chapter will

define the research method used and characteristics of data analysis.

3.1 Case company

The case company of this research is a SME working machinery industry located in Finland.
It has operated for 40 years and nowadays operates in four different locations across Finland.
Company employs 150 people. The company's businesses can be roughly divided into partial
or total product manufacturing, maintenance, and spare parts, as well as the manufacture of
various clutch solutions. The company performs contract manufacturing from individual
work steps to total deliveries. In addition, company can take overall responsibility for the
products, in which case it is responsible for the procurement of materials all the way to
transport to the client. the service business offered by the company includes the manufacture
of spare parts, equipment refurbishment and factory installations with partners. In addition,

the company provides different switch solutions according to the client's needs.

The company has been operating in an international environment for over 10 years. It has
received support from the European Regional Development Fund for the development of
export activities. The goal of European Regional Development Fund’s project was to find
out the sales potential of the company in foreign markets. The project has made it possible
to identify the relevant sales potential in the Nordic countries and Germany, as well as the
target clients from these countries. In addition, the project enables identification of contacts
from the Russian market. The aim was also to increase the company's notoriety as a
manufacturer of stainless-steel products in the selected target areas. As the result of the

project, the company was able to increase its turnover in the international export market.

For over decade, the company has operated abroad. Most of the company's export activities
has been directed to Russia. When considering the company’s turnover, the importance of
export activities has increased during last years. The content of the export activities has
varied a lot. In smaller projects, it has been possible to produce certain individual parts and
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components, while in larger projects the company has produced solutions into larger entities.
Although the company's business includes a significant number of international activities, it
does not have a department specialized in export activities. The export operations are
managed by export director, but there are no other persons working under his authority. The

export director is responsible for sourcing of new international clients.

3.2 Export project case

This case study addresses case company’s specific export project from the March 2021 to
July 2022. The issues discussed in this chapter are based on the views of the interviewees on
the company's operations, the progress of the project and the partners. The purpose of the
project is to produce industrial components for the oil and gas sector in Russia. The project
under consideration is the company's largest international trade contract. The project has also
been extremely demanding in terms of time and resources. The project's execution has
necessitated the creation of considerable quality documentation, which has been emphasised
as a critical component of the project's success. For the start of the manufacture, it was
critical that all the necessary documents, such as the inspection and test plan and
manufacturing drawing of the specific item, were approved by the client. In several cases
during manufacturing, it turned out that the documentary was more important than the

product itself and if quality documents are not accepted the whole product can be valueless.

The project involves several different organizations across the Europe. The production chain
of components is highly complex and involves numerous suppliers. This research focuses
on the relationship between the case company other main project parties from the case
company’s perspective. Case company’s project team consist of project manager, deputy
project manager, project engineer and project document controller. In the project, each
employee has had their own area of responsibility, but these areas have not been precisely
defined. Due to the small size of the company, the employees have also had to take care of

things for which they are not directly responsible.
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Figure 5. Project parties

The final customer is a Russian natural gas production corporation which is also one of the
largest publicly traded company globally by natural gas production volume. Russian and
Italian corporations are the main project partners. French and Italian manufacturing
corporations are operating as a role of sub-contractors for the Russian company. The
multinational Italian corporation specialises in oilfield services. It is also one of the largest
operators in this industry. Company also provides engineering, procurement, and
construction services. It has distinctive competences in operations in harsh environments.
The French corporation, which is a subsidiary of an Italian company, is a client of a Finnish
company in the project. The case company is operating as a role of vendor, which means
sub-contractor in this context. The case company has also three sub-contractors from
Finland. The subcontractors are responsible for the manufacture of parts as well as complete
components. Sub-contractors are also responsible for providing product specific quality
documents from all manufactured components. Figure 5 presents the project parties and
illustrates how materials and liabilities flow towards the final customer. Communication

takes place between each party.

Due to Covid-19 pandemic, all communication between project parties has been caried out
utilizing email, phone, and virtual meetings. Because it has been impossible to travel due to
the pandemic, the information exchange has been slow and difficult. The slow information
change has caused a variety of problems during the project. The problems have been
detrimental to the project schedule, business relationships and have led to several
misunderstandings. Poor information exchange has also caused extra work and various

delays for the case company and its subcontractors.
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The manufacture of heavy industrial equipment requires strict quality control. Usually for
sub-contractors and vendors, the quality control is one of the most time-consuming aspects
of the project. At the start of the project, the client provides several procedures which address
the different kind of requirements for the project. For example, these procedures deal with
documentation, deliveries of goods and quality control requirements. Documentation
management of the project starts with the creation of a document registry. The register is
used to create two different key identifier codes for each quality document. The name,
purpose and process codes of each document are defined in the register. Quality
documentation of component is involving certification data, inspection reports and other
welding documents. All quality documents are being collected during the manufacturing
process and in the end of the project these are part of manufacturing data book. The purpose

of the data book is to compile all the quality documentation of the project into one file.

When considering the trade project directed to Russia, the indirect and direct effects of the
current world situation cannot be ignored. It can be assumed, that war in Ukraine has had
significant effects on this type of project. When exporting to Russia, the land risk has
suddenly increased after the start of the Ukraine’s war. Although the company has made
comprehensive risk assessments, it was impossible to prepare for unexpected risks such as
the ongoing war in Ukraine. In addition, various sanctions and restrictions have made it more
difficult to complete the project. After the start of the war, many partners announced that
they would not collaborate with a company that continues to export to Russia. In practice,
this has meant finding new partners such as a forwarding company No one really knew what
the fate of the project would be and it was difficult to get clarity on whether the project would
continue. The sanction regulations and restrictions have been very open to interpretation,
and it has been difficult to get the right information. As a result, the company had to receive
an export permit from the Finnish Ministry of Foreign Affairs in the spring of 2022. With

this, the company was able to export the rest of the purchase orders products.

3.3 Methods

This research is carried out by utilizing qualitative research method. Qualitative data are
associated with ambiguous elastic concepts and are characterised by conceptual richness and

fullness based on opportunity to explore a subject in as real a manner as is possible (Dey,
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1993). Qualitative data bases on meanings which are expressed through words. Qualitative
results are collected in non-standardised data which require classification into categories.
Usually, analysis of the collected data is performed using conceptualization (Dey, 1993;
Healey and Rawlinson 1994). Because the study issue will be examined from the perspective
of the case company, the qualitative research approach is the most suitable for this thesis and

its aims.

The research interviews are conducted by utilizing semi-structured interview method and the
survey can be found at the end of this study (Appendix 1). In a semi-structured interview, it
is common to use a list of themes and questions. The discussion during interview will be
built around these pre-defined questions. Because the structure of the interview is not
precisely defined some questions may be left unanswered depending on the background of
the interviewee. It is also possible to change the order of the questions or topics covered.
Furthermore, it is usual that additional questions are required to ensure sufficiently
comprehensive information. To enable data collection, interviews are recorded. Thus, the
most accurate and reliable data processing can be ensured interviews are intended. Factors
influencing the selection of the interviewees included working besides project management,
communication with other project partners, and previous experience in foreign trade and

especially exports. (Saunders, Lewis and Thornhill, 2007.)
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4 Research findings

This chapter contains the findings from the interviews which are the main source of
information for this study. Reviewing the topics that came up in the interviews and
highlighting noteworthy elements that have influenced risk management, project
management, and the emergence of cultural differences are the goals of this part. Every
person who was interviewed has been involved in the project for the past 1.5 years. They
have all maintained constant contact with the other project partners throughout the project
because they have extensive expertise from the project management. They have also worked
on other export initiatives for the same firm in the past, most of which were focused on

Russia.

4.1 General export challenges

All the respondents agreed that while each project has its own unique obstacles, there are
also definite common challenges that usually arise during an export project. In
manufacturing industry, these challenges are highly depending on the manufactured
products. Numerous tools, machinery, and associated process equipment can contribute to
many of the widespread issues in the sector under consideration. It is important to take into
account the environmental conditions that the manufactured items will be exposed to;
whether the item will be used in a warm climate or in the north should be considered
throughout the product's production phases. These circumstances frequently also dictate how
exact the device's quality criteria is. The interviewees cited the fact that everything is planned
electronically as a major difficulty nowadays, making it challenging to consider all practical
considerations. Design errors might result in a delay of the entire project. Therefore, before
beginning the project, it is crucial to become familiar with the technical and commercial
requirements. Additionally, it's important to prepare for possible transformation of these
requirements. the company's project organization must be flexible and able to adapt to these
changes on a tight schedule.

In the interviews it turned out that one of the biggest challenges of this project was the lack

of definition of the technical requirements by the client at the beginning of the project. The
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fact that the technical requirements were not clearly defined causes scheduling problems and
harms the relations between the project parties. Reserving resources was also very
challenging when the start of the project was significantly delayed from the original

schedule.

“In this project, the biggest challenge has been that the client had not defined
the requirements at the beginning. The changes greatly affect the course of the
project. The project organization must be flexible. In today’s word,
international projects are almost comparable to domestic ones.” (Interviewee
1)

According to the respondents, another issue that caused a lot of problems during project was
the implementation of quality documentation and its management. The problem was mostly
due to the fact that the technical requirements had not been defined specifically enough by
the client. The guiding idea in such a manufacturing project is that the product itself is
irrelevant if the quality documentation is not in order. Since the quality assurance and
compliance with standards play a significant role. According to the interviewees, additional
pressure at the beginning of the project was brought by the fact that the client had a great
need to get the quality documents. This caused a large workload for the company. In
addition, the situation was made more challenging by the fact that the company had not
previously implemented quality documentation of a similar scope. Because the quality
requirements of the documents were strict, several different revisions of multiple documents
had to be made in order for them to be approved by the client.

All respondents thought that it is obvious that a small business has more difficulties when
starting an international project. According to interviewee 1:

“Of course, the status of an SME company increases challenges during an
international project. In our company, one employee has several different areas
of responsibility. This clearly increases the challenges related to the
implementation of the project. In addition, an international project can be seen
as a greater burden for the company when human resources are very limited.”

The interviewees recognized that many of the export barriers appeared due to the small size
of the company. Particularly, small exporters are vulnerable to external barriers because
companies lack the resources and capacities to minimize the risks posed by the external

environment. In contrast to bigger businesses, one person must be able to manage multiple
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duties at once in a small business, which means they are responsible for a variety of jobs.
The project can be difficult to manage if there is a possible lack of available human
resources. A small company rarely has the capacity for its own department focused solely
on exports. In small business employees are unable to focus entirely on a difficult assignment
because of this; instead, they frequently do it in addition to other duties. Larger companies,
on the other hand, usually have their own department focused on only export operations.

According to interviewee 2:

“Practical challenges on a general are caused, for example, when there is one
employee who is only responsible for a certain area of business in a large
company. Unlike with us, one person handles the whole entirety. Due to, same
issues must be reviewed several times with different people from client's
organisation.”

The interviewees also experienced time differences as practical challenges arising in an
international project. Because of the time difference, the working days often got longer, and
it was difficult to schedule meetings judiciously into the working day.

"It creates practical challenges when the French take a 1.5-hour lunch break in
the middle of the working day. This alone causes harm to our organization
since we are required to work longer than usual working hours.” (Interviewee
2)

SMEs also faces higher risks when involving in the export project like this. If the project
covers a large part of the company's turnover, success in it is important. According to
interviewees, further concern relating to SMEs' position is that they often have less
negotiating power when dealing with larger companies. SMEs are frequently forced to
submit to the demands of larger firms since they have greater decision-making power than

smaller project parties and that also emerged from the experiences of the interviewees.

4.2 Export barriers and risk management

Export barriers and risk management were particularly highlighted in all interviews. All
respondents agreed that the origin of the project parties and the destination of the export are
important factors when considering risk management of the project. According to

interviewee 1, managing a project inside the European Union (EU) is very different than
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exporting outside of it. Exporting outside of EU requires certain types of operating methods
and documentation and it also determines legislative and administrative matters. In addition

to this, each country has its own customs and requirements for management of such issues.

The fact that the project participants are from all over Europe and Russia is the export
destination country made the project particularly challenging for the case company. In a
large export project with multiple multinational project parties there are plenty of different
processes running at the same time. Since the case is joint project between project parties in

which everyone contributes, one’s problems can quickly become everyone's problems.

“All projects have their own problems. In this case, problems in schedules have

burdened our subcontractors a lot and that has affected to our business

relationships” (Interviewee 1)
Interviewee 3 stated that non-financial risks should be also considered and prepared for as
they might become financial problems later. All interviewees considered the destination
country’s country risk to be high before the project and highlighted the importance of risk
assessment and management. In a large export project with multiple multinational project
parties there are plenty of different processes running at the same time. Interviewee 3 stated
that non-financial risks should be also considered and prepared for as they might become
financial problems later. As stated in section 4.1, success in this kind of large project is
crucial to SME. At the same time being a small company can be a barrier to success.
Interviewees all stated that this project has been very time consuming and would have

required more human resources.

However, interviewee 3 also pointed that as a SME, sometimes concessions have to be made

in order to compete with larger companies.

“Risk assessments related to the project has been made but it simply has not
been possible to prepare for everything that has happened in the world”
(Interviewee 2)

Interviewees 1 and 3 shared the view that a company must be able to assess risks and adapt
to the challenges they can create. All respondents also mentioned various insurances for risks
as a way to manage them. They also mentioned that SMEs must be careful when negotiating
contracts and be aware of the terms of contracts. Payment terms can be crucial to SMEs, and
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they play crucial role in risk management. Overall, the interviewees considered financial
risks as the biggest threats to success of the project.
The project's condition has become much more problematic as a result of the conflict in

Ukraine.

“In this project, we were not prepared for the fact that Russia would start a war
of aggression in Ukraine, and that has affected, among other things, delays in
schedules” (Interviewee 2)

Unpredictable conditions are challenging and preparing for them may in some cases be
impossible. In such situations, the importance of management, especially project
management, is crucial. In addition, the flexibility of operations and its development are of

paramount importance for the success of the project.

4.3 Cross-cultural challenges

The project management was experienced to be more influenced by cultural differences
between organizations than cultural differences between people from different
organizations. The project partners' bureaucratic corporate culture and differences in
operating methods were themes that came up in the interviews. The interviewees had
observed many factors in project management that do not belong to the Finnish corporate
culture. As an example of an activity that differs from the Finnish corporate culture was the
other project parties' persistent desire to promote initiatives only if they directly benefited
from them was seen problematic by interviewees. Also, the pursuit of a common interest to
advance the project was considered to be almost impossible at time to time, and this was
particularly evident in a situation where the project partner's interests would have been
harmed. In the end, the fact that everyone tries to pursue only their own interests makes it

difficult to manage the overall project and thereby affects the entire supply chain in the end.

“There were issues with organisations rather than persons. We constantly
follow the instructions of our clients and adapt to their operating methods.
Problems between organisations are not interferences. You just must get used
to with the idea that things can be done differently.” (Interviewee 1)

“It is highly challenging to pursue shared goals when every project participant
solely considers their personal interests. If one's own interests are harmed, the
project won't move forward as planned. It became quite tough to manage
entirety, and that had an impact on all parties.” (Interviewee 2)
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All interviewees agreed that there was frequently a feeling of grandstanding during
negotiations and meetings. The interviewees also felt that the higher power distance of the
Italian, Russian and French cultures was strongly evident in a daily correspondence.
Interviewees mentioned that the fear of losing face was recognizable in actions of the other
parties. The hierarchy of the organizations was more visible than in the Finnish corporate
culture. The managers and employees had different responsibilities and pursuits otherwise
their Finnish counterpart. Additionally, due to the other project parties more hierarchical
organization, many processes took significantly longer to complete because higher-level

management had to approve them. The interviewees also highlighted the differences in

management styles between cultures of project parties.

Communication between the project partners frequently involved indirect and distorted
statements. The method of communication used in Finnish corporate culture, where the main
issue is brought out right away without much priming, varies from indirect communication
utilized by other parties. Interviewees 1 and 3 believed that the fact that all communication
was mostly via e-mail added to the communicational challenges. Dealing with problems was
perceived to be simpler verbally than in written. The functionality, speed, and ease of use of
e-mail were pointed out as advantages of its use as major communication method. However,
the use of e-mail was considered inappropriate for solving broader challenges or reaching

consensus on critical issues.

“Dealing with challenging situations is made simpler when you know and
understand the person on the other side of the issue. Being on the same page
cannot be overstated when the goal is to gain a common understanding, and
hence meeting face-to-face or through Teams is critical for successful
teamwork.” (Interviewee 1)

According to the interviewees, the value of face-to-face meetings cannot be overstated, but
virtual meetings were also mentioned as a valid alternative. In addition, it should be
emphasized that the project was started during the Covid-19 pandemic, when traveling and
meeting face-to-face was impossible. All the interviewees also pointed out that Covid-19
has several negative effects on the progress of the project. In particular, the increased
challenges of agreeing on issues and delays were pointed out as negative challenges resulting

from it.
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Although the cultural differences between the project parties were considered the cause of
many problems, the interviewees were able to name ways to overcome them. When
questioned that does interviewees consider that is it important to take cultural differences

into account for the success of the project, interviewee 1 stated as follows:

“Wouldn't it be prejudiced to adjust one's own operations because of the
differing operating methods of another organization?”

The openness of the project partners and a good flow of information were thought to be
effective strategies for dealing with challenges created by cultural differences. Furthermore,
while working with multinational corporations, it is critical to communicate to partners that
there are no games behind actions. Creating a reliable atmosphere was considered the key to
success and good customer relations. Interviewees also pointed out, that is critical to
understand the cross-cultural differences and factors influencing in them. Interviewee 2 also
mentioned that in larger difficulties, it is important to seek assistance from the Chambers of
Commerce, which provides support for the companies’ internationalization. The Chambers
of Commerce provides businesses with diverse and practical assistance and contacts for

growth and globalization.

“Although the project has been successful, it has been quite rough for the
employees, and it has required a lot more from them than expected”
(Interviewee 3)

Project succession can be measured in many ways. While projects can be financially
successful it may require unreasonable contribution from employees. It is also important to
continue working after the project and to take care of the well -being and reward of
employees after successful projects. These are part of the project management thus success
in these is also part of successful leadership. This will enable continuity and improve the

potential for success in the future.
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5 Conclusions

The purpose of this study was to review export projects from the perspective of SME
company. In particular, the aim of this study was to examine how cross-cultural issues
between project parties can affect the project management practices and the study aimed to

answer the question:

“What kind of challenges does SME encounter while exporting to high country

risk export destination? ”

Furthermore, this study aims to consider the possible export barriers and risk management
practices in the perspective of SME company which involves in international project. The
essence of this study was to explore the topic from related literature and combine it with
empirical information gathered from case company’s personnel through interviews. The
interviews are carried out by utilizing qualitative research method. The interview questions
presented to interviewees aimed to address the research questions of this study, which are
covered in section 1. The project discussed in this study differences from the normal export
activities of the case company, and because of this, situation has given a good opportunity

to research what a project like this requires from a SME company.

The theoretical part of this thesis is discussed in the chapter 2 of this study. The chapter
addresses cross-cultural issues between Finnish, Russian, Italian, and French cultures by
utilizing Hofstede’s cultural dimensions theory. Chapter 2 also deal with export barriers and
the effective intercultural communication. According to the literature the most common
issues related to SME’s participation in export project are challenges arising from the
cultural differences between project parties. Cultural differences are compared through
Hofstedes’s cultural dimensions theory which categorizes the differences in six dimensions.
The dimensions are power distance (PDI), uncertainty avoidance (UAI), individualism
(IND) and masculinity (MAS), long-term versus short-term orientation (LTO), and
indulgence versus restraint (IVR). As stated in the chapter 2.1.1, power distance affects to
the number of formal hierarchies and the number of people involving in the decision making.
In the high-power distance societies, it is usual that fewer people participate on the decision

making. The interviews support this claim as the hierarchy of the Russian, French and Italian



35

organizations was more visible than in the Finnish corporate culture. The interviews
highlighted that people in different positions had different responsibilities and pursuits when
comparing to Finnish corporate culture. Uncertainty avoidance, which is addressed in the
chapter 2.1.2, is demonstrated in businesses by the clarity of policies, procedures, and
systems. In this dimension there were minor differences in between theory and the empirical
experiences. In the interviews it arose that lack of definition of the technical requirements
by the client at the beginning of the project caused multiple challenges and furthermore
delayed the project. For instance, Russian culture has a very high uncertainty avoidance
index, although in this case project Russian project parties’ ventures had features that were
not the characteristics of culture with high uncertainty avoidance. It is worth noting that in
this project the case company was dealing with only one Russian enterprise, therefore it is
difficult to create generalizability based only on this. Chapter 2.1.3 discussed about
individualism and collectivism. The empirical observations were in line with the theory and
there were no significant considerations regarding them. In chapter 2.1.4 this study examined
the cultures masculinity in relation to femininity. In theory masculine cultures can be seen
more egoistic and they value more powerful individuals and hard work ethic. As seen in
table 1, Italy is a lot more masculine than other cultures in comparison. From the point of
view of the case company, this also occurred in practice. Based on the interviews, this did
not have a major impact on the progress of the project. Short-term versus long-term
orientation was discussed in Chapter 2.1.5. In this dimension Finnish culture can be
classified as a normative and Russian, Italian, and French culture as a pragmatic society. As
mentioned in the interviews this clearly occurred in daily correspondence between project
parties. The fear of “losing face” was present in communication. These project parties
expressed pragmatism by flaunting. The chapter 2.1.6 examined indulgence versus restraint.
In this study, no data was collected on the impact of this cultural feature on the project. Based
on the interviews, it can be concluded that theory corresponds to practical experience, but

due to the nature of this topic, the focus in this research has been elsewhere.

The theory section also discusses export barriers and export project risk management. The
concept of internal and external export barriers was utilized to explore the export barriers
faced by SMEs. The idea was supported by the factors that contributed to export barriers that
were discussed in the interviews. In the chapter 4.2 the interviewees identified the small size
of the company, insufficient human resources, difficulties in obtaining reliable and accurate

information and lack of negotiation power as. Especially the lack of human resources was
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perceived as a factor that had hindered the progress of the project in the case company. The
interviewees concluded that it would be beneficial to have a project team whose sole
responsibility was management of the project. They felt that it was really demanding when
the same employees undertake export initiatives alongside their other work. Based on the
interviews, in this case external export challenges consist of political instability of export
destination county and legal and political problems. The consequences of Russia's invasion
on Ukraine cannot be disregarded when analysing external barriers. One of the main external
export barriers was considered to be the country risk of Russia, which had unpredictably
grown throughout the project. In addition, according to the interviewees, external risks were
increased by the fact that there were many different companies from different countries.
Hence, there was always the possibility that one problem became the others' problem as well.
The experiences of the respondents also revealed that SMEs are frequently compelled to
comply with the requests of larger enterprises since they have more influence over project
decisions than smaller project participants. The results of the interviews in the chapter 4.2,
further support the idea that a SME must be able to assess risks and adjust for any challenges
they may provide. The business should also acquire more about different export insurances
as a risk management tool. While contract negotiations are ongoing, SMEs should proceed
with prudence and become familiar with the terms of the agreement.

As can be concluded, SMEs faces numerous obstacles of various sizes during an export
project. To overcome these obstacles, the project organization must be flexible and able to
adapt to the customer's requirements. Creating an atmosphere of trust between companies is
important to ensure smooth cooperation. Also, when dealing with issues created by cultural
differences the openness between project partners and a good flow of information are crucial
when the aim is to understand the other’s desires. In this research intercultural
communication competence was addressed in the chapter 2.4. When discussing how a
company could be more successful in a project like this, it can be looked through
communication competence model. When considering cross cultural communication
competence, it is important to take into account interpersonal skills and their influence in
team effectiveness. It is good to delegate tasks to people who handle them most efficiently
and have the skills to handle them. In addition, understanding the characteristics of another
culture is crucial to ensure smooth cooperation. Clear goals, roles and norms are key to

making a multicultural team work more efficiently.
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This study supports previous research's conclusions regarding the challenges experienced by
SMEs while executing export projects (e.g., Shadler et. al., 2020; D’Angelo et. al., 2013;
Paul et. al., 2017). In addition, the research supports already existing information on the
differences between Finnish, Russian, French, and Italian cultures. The study also provided
interesting information about the effects of land risk, particularly in unexpected situations.
From the point of view of differences between cultures, the findings of the study in this
context were very much in line with the findings of previous studies (e.g., Hofstede 2010;
Hofstede Insights 2022). However, as there was non-existent information on SMEs export
projects to high-risk countries, this study provides unprecedented and rare insight to the
subject. This research will fill this gap in the literature. According to the results of the study,
more flexibility, effort and especially risk management and risk resilience are required from
SMEs in international projects at least compared to larger enterprises. In addition, during the
research, an opportunity arose to investigate how an SME company copes with such risky
situations. When considering the generalization of this research, it must be taken into account
that the research exclusively covers one international project from the perspective of one
Finnish SME. In terms of further research on this topic, it would be important to have a wider
sample, which would include the experiences of several Finnish SMEs from similar projects.
This can be difficult because similar projects are usually rare for SMEs. Additionally, it
could create additional value for the study to interview foreign project parties, so that the

research might also get insight from their viewpoint.
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Appendix 1. Interview structure

Minkalaisia kokemuksia sinulla on kansainvalisista projekteista? Esiintyyko niissa tietyn
tyyppisia haasteita? / What kind of experiences do you have on international projects? Is

there emerging a certain type of challenges?

Aiheuttaako mielestasi PK-yrityksen status kansainvalisessé projektissa erityisid haasteita?
/ Do you think that the status of SMESs in an international project poses particular

challenges?

Aiheuttaako viennin kohdemaa lisdhaasteita, millaisia? / Does the destination country of

the export pose additional challenges?

Miten ndihin mahdollisiin haasteisiin on varauduttu ja koetko ettd varautuminen on ollut
riittdvaa? / How are these potential challenges prepared for and do you consider that

preparation has been adequate?

Ovatko projektikumppaneiden véliset suhteet aiheuttaneet ongelmia, millaisisa? / Do you
feel that the relationship between the project partners has caused any problems?

Miten koet kulttuurierojen vaikuttaneen projektin johtamiseen ja hallintaan? / How do you

think cultural differences have affected the project's management and control?

Miten mielestasi kulttuurierot projekti osapuolien valilla ovat tulleet ilmi? / How do you
think the cultural differences between the project parties have emerged?

Miten kulttuurierojen aiheuttamia ongelmia voidaan hallita projektin aikana? / How

cultural differences-related issues can be managed during the project?

Koetko projektin onnistumisen kannalta tarkeané kulttuurierojen huomioimisen? / Do you
consider is it important to take cultural differences into account for the success of the

project



