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In worldwide corporate landscape, the internationalization of small and medium-sized firms
(SMEs) has become crucial for growth and competitiveness. However, entering overseas
markets subjects SMEs to intricate ethical and environmental concerns that affect reputation,
stakeholder trust, and long-term performance. This study examines how Finnish SMEs
address ethical concerns in the realm of sustainable internationalization.

This research study described how (1) Finnish SMEs faced and described ethical problems
in the foreign environment; (2) how these companies reacted to these problems by sustaining
their eco-friendly and responsible image; and (3) what internal and external factors
influenced them in choosing these methods. In this research, a qualitative multi-case study
was implemented, which involved the extraction of data from the written responses provided
by five Finnish SME representatives. Findings reveal that ethical behavior is strongly value-
driven, shaped by leadership and personal principles. Firms are engaging in selective
institutional adaptation to meet foreign regulatory and cultural expectations. Lastly, the
factors that shape their decision-making abroad are stakeholder pressures, sustainability
ambitions, and liability of foreignness. Besides having resource constraints, SMEs integrate
sustainability strategically and learn continuously through their international experience and
collaboration.

This paper contributes to SME internationalization and business ethics literature by offering
one of the scarce empirical insights of ethical navigation in a Nordic SME environment. The
study also provides practical insights for entrepreneurs and policy-makers aiming to support
responsible and sustainable international growth.
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Avainsanat: Eettiset haasteet, sidosryhméteoria, institutionaalinen teoria, vieraan maan
haitta (LOF), seké yritysten tavat vastata ja navigoida niitd haasteita.

Yhé globaalistuvassa litketoimintaymparistossd pienten ja keskisuurten yritysten (pk-
yritysten) kansainvélistymisestd on tullut vélttdmétontd kasvun ja kilpailukyvyn kannalta.
Laajentuminen ulkomaisille markkinoille altistaa pk-yritykset kuitenkin monimutkaisille
eettisille ja kestdvddn kehitykseen liittyville haasteille, jotka vaikuttavat maineeseen,
sidosryhmien luottamukseen ja pitkén aikavilin suorituskykyyn. Tdma tutkimus tarkastelee,
miten suomalaiset pk-yritykset ratkaisevat eettisid ongelmia kestdvan kansainvilistymisen
kontekstissa.

Tutkimuksessa tarkastellaan (1) millaisia eettisid haasteita suomalaiset pk-yritykset
kohtaavat ulkomailla, (2) miten ne vastaavat ndihin haasteisiin sdilyttden samalla
kestdvyyden ja vastuullisen toiminnan, ja (3) niihin vastauksiin vaikuttavia sisdisid ja
ulkoisia tekijoitd. Tutkimuksessa kéytettiin laadullista monitapaustutkimusta, joka hyddynsi
viiden kansainvilisesti toimivan suomalaisen pk-yrityksen péddtoksentekijoiden kirjallisia
haastatteluvastauksia.

Tulokset paljastavat, ettd eettinen kdyttdytyminen on vahvasti arvovetoista, johtajuuden ja
henkilokohtaisten periaatteiden muokkaamaa; ettd yritykset tekevédt valikoivaa
institutionaalista sopeutumista vastatakseen ulkomaisiin sééntely- ja kulttuuriodotuksiin; ja
ettd sidosryhmien paineet, kestdvyystavoitteet ja ulkomaisuuden vastuu muokkaavat niiden
padtoksentekoa ulkomailla. Resurssirajoitteista huolimatta pk-yritykset integroivat
kestdvyyden strategisesti ja oppivat jatkuvasti kansainvilisen kokemuksen ja yhteistyon
kautta.
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1 Introduction

In a world that is becoming more and more interconnected, an internationalization strategy
has become the decisive route for small and medium-sized enterprises (SMEs) that are
looking for growth and competitiveness. This holds particularly so in Finland, where the
domestic market size is relatively small, and companies are facing increasing global
competition (OECD, 2021). When Finnish SMEs grow outside the national borders, they
face many different kinds of challenges, which are not only related to business and
operations. These issues are essentially moral ones, as they result from the variations in
cultural expectations, different institutions' influences, and the regulatory environments
(Crane & Matten, 2016; Ferrell et al., 2019). In this study, ethics therefore serves as the
primary analytical lens for examining how Finnish SMEs navigate the moral complexity of

sustainable international expansion.

Corporate Social Responsibility (CSR) is one of the most socially responsible notions related
to a business. It is frequently used as a measure of the moral conduct of organizations
(Aguinis & Glavas, 2012; Carroll, 1999). Nevertheless, this study does not regard CSR as a
theory source. Here, the term CSR is just a minor concept that helps reveal the possibility of
ethics being materialized in the company's practices. The ethical dimension of SME
internationalization is examined through three complementary theoretical perspectives:

stakeholder theory, institutional theory, and the liability of foreignness.”

Recent research highlights that there is very little embedding of ethics in the SMEs'
internationalization strategies. CSR research on SMEs (e.g., Torkkeli & Durst, 2022) reveals
that the responsibility activities of small firms are very different from those of large
multinational corporations and might also be the personal moral values of owner-managers
rather than formal organizational procedures. As a result, ethical matters in SMEs are mostly
low-key, unofficial, and going on with daily business behavior, which makes them hard to
recognize or generalize across situations. Meanwhile, SMEs need to adjust their operations
in compliance with environmental and social expectations and also to pressures coming from
stakeholders (Lu & Beamish, 2006). These factors influence the way they view and handle

moral issues that arise in foreign markets.
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While the concepts of responsibility and sustainability have attracted considerable scholarly
attention, the moral aspect of SME internationalisation is still a less explored area. There is
a substantial body of research that has largely concentrated on the internationalization of
large corporations or on certain sustainability practices, thus ignoring the position of SMEs
in dealing with the ethical issues that result from their cross-border operations (Khan & Lew,
2018; RBaumann-Pauly, D. et al., 2019). In the Nordic context, this issue is specifically
obvious, where influencing factors for ethical issues abroad are institutional trust, social
equality, and culturally embedded values of fairness. However, the knowledge about SMEs

in environmentally conscious and heavily regulated regions like Finland is quite limited.

In the existing literature, the convergence of ethics, sustainability-driven pressures, and SME
internationalization brings the light on this gap. This gap is knowledge about how managers
and owner-entrepreneurs in SMEs notice, interpret, and deal with ethical issues in foreign
markets, issues that may refer to changes in the cultural norms, different regulations,
corruption, labor, or broad environmental questions (Russo & Tencati, 2009). Nevertheless,
these topics are becoming more and more significant as SMEs are being encouraged to
internationalize their business in accordance with the principles of sustainable and

responsible business conduct.

This paper discusses this gap by analyzing the experience of Finnish SMEs with ethical
challenges in international markets and the navigation way to these challenges within the
broader context of sustainability-oriented business environments. By focusing on the ethical
foundations of SME while internationalizing, this study provides insights with both
conceptual relevance and practical value for firms, policymakers, and support organizations

promoting responsible international growth.

1.1 Background of the Study

Globalization has been a driving force in exposing SMEs to cross-border opportunities and
thus enabling SMEs to tap into larger markets, various customer segments, and a wider range
of sources of innovation. Especially for Finnish SMEs, internationalization is more than a
strategic choice it is a must due to Finland's fairly small domestic market and its high degree

of openness to global trade. Finnish SMEs are eager to find growth opportunities in Europe,
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Asia, North America, and elsewhere on the globe. Thus, they sometimes venture into

markets where the laws, cultures, and institutions are quite different from theirs.

Internationalization brings new opportunities for SMEs, but on the other hand, they have to
face ethical and environmental problems continuously. The prior research on the
responsibility of SMEs reveals that these companies face various problems such as different
labour standards, risks of corruption, weaker environmental regulations, and mismatches in
values when they operate in foreign markets (Spence, 2016; Russo & Tencati, 2009). Such
issues, in particular, become very clear if we consider SMEs from a value-driven background
like Finland, where the business culture is strongly influenced by the ideas of transparency,
equality, and environmental responsibility. Consequently, local SMEs find themselves in
need of making ethically challenging decisions that are sensitive to the context and changing
their responsibility practices when they have to deal with different institutional environments

abroad.

Despite the fact that big multinational companies typically have different departments for
CSR and sustainability, SMEs on the other hand usually have less money, less capacity, and
older structures. Even so, SMEs are continuously seeing a rise in stakeholder demands for
them to behave in a responsible and ethical way and these stakeholders include customers,

investors, partners, as well as the civil society.

The Finnish government and institutions such as Business Finland have backed responsible
internationalization as a national goal, which is in line with EU-level frameworks such as
the European Green Deal. The Finnish government and its export promotion body, Business
Finland, actively support responsible and sustainable internationalization for SMEs
(Business Finland 2023; Jantunen et al. 2022). Such initiatives are designed to align Finnish
SME international expansion with EU-level frameworks like the European Green Deal.
Nevertheless, Finnish SMEs have to solve issues of how to continue the ethical principles in
practice, in case they are confronted with real examples of trade-offs between profit and

ethics from unfamiliar and often tough places.
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1.2 Problem statement

The internationalization of SMEs has been a major theme in the field of international
business and entrepreneurship research. Previous research has delved into topics like entry
modes, market selection, network relationships, and the role of managerial capabilities (Lu
& Beamish, 2006; Knight & Cavusgil, 2004). More to the point, some of the scholars have
shifted their focus toward the interconnection of sustainability and morality issues with the
SME internationalization through the discussion of responsible international business
practices or ethical challenges faced in foreign markets (Khan & Lew, 2018; Fassin, Van
Rossem & Buelens, 2011). Nevertheless, the contributions of these studies are still limited,
and there is a significant lack of systematic research on how ethics and sustainability are
incorporated into the internationalization strategies of SMEs—especially in advanced
economies like Finland, where business values and stakeholder expectations regarding

responsibility are quite prominent (Torkkeli & Durst, 2022).

SME:s, in the course of their venture into new markets abroad, are subjected to varying legal
systems, employment practices, corruption habits, environmental regulations, and cultural
values (Crane & Matten, 2016). They find themselves in a dilemma when, on the one hand,
they try to comply with the standards of their own country and, on the other hand, they are
forced to adapt to the new ones while maintaining corporate responsibility and transparency,

thus creating a large number of operational and moral conflicts.

In contrast to big multinational companies, SMEs usually run with limited financial and
human resources, which means they have less capacity to create CSR units that are
specialized or install sustainability monitoring systems that are complex (Baumann-Pauly et
al., 2013). Consequently, these businesses may become less able to deal with ethical issues

in an appropriate way even if they have a powerful internal motivation to act responsibly.

In Finland, where public institutions and society highly regard ethical business conduct and
sustainability, the situation is quite sensitive. Finnish SMEs are the ones who bear the
responsibility of a national reputation for environmental stewardship, openness, and social
justice. At the same time, national agencies such as Business Finland are also motivating
SMEs to become global players in a responsible way, which means that they are doing

activities that are in line with the European Green Deal (Business Finland, 2023). However,
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the real actions and the decision-making procedures, which make it possible for SMEs to
keep or change their ethics while operating in complicated international markets, are still

mostly unknown in academic research.

The gap in the existing research has brought about a problem that affects both the practical
and theoretical aspects. No clear insight is given to policymakers and business leaders on
how SMEs are managing such challenges; therefore, the lack of guidance for developing
responsible globalization strategies is a very likely outcome. Besides, the academic grasp of
international business ethics can not be considered complete without small firms'

experiences which are the major part of the entire global business landscape.

1.3 Aim, Objectives and Research Questions

When SMEs go global, they come across many ethical and sustainability-related issues,
which may lead to a great impact on their performance and they may lose their place in the
market in the long run. The issues they face include, but are not limited to, working in places
where the law is not enforced, having cultural differences that affect labor standards, and
being dishonest and not responsible while doing business in different countries. Finnish
SMEs that conduct their business in an environmentally friendly and ethically responsible

place are one of the most challenging groups to deal with such problems.

Most of the research that has been done on ethical business practices focus either on big
multinational companies or have been limited to certain industries in developing countries,
in which case the ethical issues of small firms have been somewhat overlooked (Fassin, Van
Rossem & Buelens, 2011). While interest in responsible business practices is gaining
momentum, the number of studies that focus on how SMEs in developed economies
implement ethics and sustainability in international contexts is still very small. The existence
of this gap is very important, for instance, in those countries where SMEs constitute the
largest proportion of firms and are becoming increasingly pressured to show their
responsible behavior in global markets, such as Finland (Torkkeli & Durst, 2022). Therefore,
there is a necessity for more studies which would explore how small firms from developed

economies think about and deal with ethical and sustainability issues when they go abroad.



22

This research is aimed in investigating the manner in which Finnish SMEs identify,
comprehend, and handle ethical issues that come about in their internationalization processes
in the context of sustainability-oriented business environments. The paper intends to
discover the nature of moral problems those companies face overseas and the real responses
of the firms, hence, leading to a better understanding of the ethical aspect of the

internationalization of SMEs.

This study aims to investigate how Finnish SMEs that engage with international markets
experience and address ethical and sustainability concerns. More specifically, the study

seeks to:

o Investigate the nature and types of ethical challenges that Finnish SMEs encounter
in their international business activities.

e Recognize the hands-on schemes these companies employ to maintain or change
their principles while going through the different cultural and institutional settings.

e Analyze the internal and external factors that influence how Finnish SMEs interpret

and respond to ethical challenges in their international operations.

Therefore, the primary research question was formulated as follows:

How do Finnish SMEs navigate ethical challenges in the context of sustainable

internationalization?

To address the primary research question, sub-questions were formulated as follows:

Sub-question 1: What types of ethical challenges do Finnish SMEs encounter when

operating in international markets?

Sub-question 2: How do Finnish SMEs respond to these identified challenges and

integrate ethical considerations into their internationalization strategies?

Sub-question 3: What are the internal and external factors that influence how

Finnish SMEs respond to ethical challenges in international markets?
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1.4 Methodology

To address the research problem and also to establish the difficulties which the Finnish
SMEs have encountered in managing ethical challenges during the process of going global,
the current research is conducted by means of a qualitative multiple-case study design. The
qualitative design is quite suitable to investigate complex and context-related issues such as
the ethics and sustainability in international business, especially when subjective
interpretation, cultural sensitivity, and institutional influence are of the utmost significance

(Yin, 2018).

The multiple-case study design will be able to help conduct an in-depth analysis of various
Finnish SMEs that work in various foreign environments. This would be ideal in the
harnessing of the pool of ethical problems encountered by different companies, as well as
the variations of the strategic responses developed in the institutional settings in the new
country. The aim is not to make a statistical generalization, but to come up with profound,
cross-boundary understanding which will enhance the theory and the practice of

management.

An online-based, open-ended questionnaire was utilized to gather primary data, where key
decision-makers-founders, senior executives, and sustainability officers-in a selected group
of Finnish SMEs were asked to complete the questionnaires. These interviews explored

themes such as:

o The types of ethical and sustainability-related challenges encountered

o The strategies and practices Finnish SMEs employ to navigate ethical challenges in their
international operations

e The influence of institutional environments, cultural contexts, and home-country values

on how Finnish SMEs respond to ethical challenges abroad.

Survey data was also supported by secondary sources, including company reports, CSR
statements, sustainability certifications, and publicly available documents from

organizations such as Business Finland and the Ministry for Foreign Affairs.
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For analyzing the data, this study applied Braun and Clarke’s (2006) thematic analysis
framework. This involves six stages: familiarization with the data, generation of initial
codes, searching for themes, reviewing themes, defining and naming themes, and producing
the final report. Both deductive coding (guided by stakeholder theory, institutional theory,
and the liability of foreignness) and inductive coding (emerging from the data using the
Gioia method; Gioia, Corley & Hamilton, 2013) had been used to ensure analytical depth

and openness to new insights.

Through conducting this inquiry by employing this framework, the investigation aims to

engage with the extant academic community in matters of business ethics on a global scale.

1.5 Theoretical framework

This research integrates three theoretical frameworks that complement each other in
examining how the SMEs in Finland understand, interpret, and deal with the ethical issues
arising in their overseas markets: firstly, the stakeholder theory (Freeman, 1984), secondly,
the institutional theory (DiMaggio & Powell, 1983), and thirdly, the concept of foreignness
liability (Zaheer, 1995). Overall, these views reveal various dimensions of the moral issues
that SMEs face when going international. They illustrate how the company's internal values
and commitments are affected by external demands, institutional pressures, and the
disadvantage of being a stranger in a new market, and, therefore, how SMEs decide on their
behavior when dealing with ethical dilemmas in cross-border situations. At the last of this

sub-section, the theoretical framework is also visualized in Figure 1.

Stakeholder Theory (Freeman, 1984)

Stakeholder theory argues that the accomplishment of a company is not only by profit
maximization for shareholders but also by satisfying the interests and expectations of a wide
range of stakeholders such as employees, customers, suppliers, communities, and
governments. When talking about internationalization, stakeholder theory reveals the moral
duty of SME:s to take into account the problems of stakeholders from both home and host
countries while deciding their strategies. For Finnish SMEs, keeping trust and legitimacy in

both places may mean going beyond simply talking and actually doing responsible and
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sustainable business practices, particularly if the stakeholder norms are different in the two

countries.

Institutional Theory (DiMaggio & Powell, 1983)

Institutional theory underlines that organizational behavior is influenced primarily by
external institutional environments that consist of cultural norms, legal requirements, and
the expectations of the professionals. When SMEs extend their operations in new markets,
they find themselves facing institutional pressures to adjust to local practices, a part of which
may be at odds with their home-country values or CSR. This theory is very useful for
understanding how small- and medium-sized enterprises make their way through those
pressures by either accepting, going against, or changing their practices in the light of foreign
regulatory and normative environments. Finnish SMEs that are usually characterized as
being very ethical and environmentally responsible may find certain foreign markets very

institutionally challenging to operate in.

Liability of Foreignness (Zaheer, 1995)

The term liability of foreignness describes the situation where companies experience extra
costs and negative effects when they do business in regions that are unknown to them. Such
liabilities come from the fact that the firms lack local knowledge of the environment in which
they are operating, there are cultural differences, they have limited legitimacy in the new
market, and the institutional systems are unfamiliar to them. These liabilities can be very
severe for SMEs as they usually have fewer resources compared to large multinational
corporations. This theory sets the stage for the strategic and moral problems that Finnish
small and medium-sized businesses might have to deal with as they try to keep their values

of sustainability in the complicated international business world.

These theoretical frameworks are a great place to start when looking at the moral issues that
come up when small and medium-sized businesses expand globally. They not only help with

gathering information, but they also help with understanding the results.
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Stakeholder
theory
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Figure 1. Theoretical framework

1.6 Delimitations

To ensure a focused and feasible research scope, several delimitations are applied in this

study:

e Geographic scope: The research is dedicated only to Finnish SMEs that carry out
their businesses in the global market, without specifying the country of the target.
Yet, the discussion is more about their incidents in alien (non-Finnish) markets.

e Company size: Only organizations that adhere to the European Commission's
definition of SMEs—those with less than 250 employees and an annual turnover
below €50 million—are considered.

e Perspective: The survey is carried out from the point of view of the SME being
a home country firm (i.e., Finnish), instead of investigating the people or
organizations of the host-country.

o Ethical focus: The study really focuses on ethical and sustainability issues in a
particular way—Ilabor rights, corruption, environmental damage, and gaining more
openness are the main topics, and it is not about other business parts such as market

performance or competitive strategy.
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e Methodological limits: As a qualitative study based on a limited number of case
companies, the results are not aimed at being statistically generalizable but rather to

offer detailed, in-depth understanding that can enlighten theory and practice.

By clearly defining the scope of the study these delimitations also provide a means for

focusing on a manageable part of the inquiry which still has enough depth and relevance.

1.7 Structure of the thesis

This thesis is organized into six chapters. The first chapter acts as an introduction to the
study. The chapter presents the background of this study, the aim of the study and research
questions, and an overview of the theoretical framework utilized in this study. It also
includes a description of the research methodology, delimitations, and structure of the study.
The theoretical framework of this study is discussed in chapter two, followed by the
empirical part in later chapters. Chapter five answers the research sub-questions by
presenting an integrated model at the last. Lastly, in chapter six, the paper concludes by
answering the main RQ, stating the paper's limitations, and suggesting future research topics.

Also, structure visualizations are given below in Figure 2.

Input Chapters Output

Understanding of the background

» Introduction ) >
- - and aim of the study

Research background & objectives

— Understanding the theories,
Literature

Literature concerning the theories » ° D) | previous discussions, and stating
~— review / the gap
Understanding the methodological

and study materials "\ Methodology 7_, *| research philosophy and design, data

Literature concerning research design - ™ approach of the study including
collection, sampling and analysis

Primary data of the survey and ‘, Findi T N Understanding of how SMEs
analysis "\ ) indings - " navigate ethical challenges

Identifying and understanding the
differences and similarities
between the findings and the

—— literature

Primary and secondary data ! Discussion ) >

Summary of findings, understanding
of limitations, and future research

‘ Conclusion of the thesis -: Introduction »

Figure 2: Structure of the thesis
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2 Theoretical Background & Literature Review

The internationalization of SMEs has been an area of interest for academics more and more
over the last twenty years, especially after the process of globalization which has facilitated
the opening up of markets and the inflow of competition in domestic markets (Cavusgil &
Knight, 2015). It is no longer necessary for SMEs to be confined to the local or national
markets, but they can obtain customers, partners, and resources from foreign countries, thus
maintaining a competitive advantage (Lu & Beamish, 2006). Even though this
transformation provides the firm with a lot of positive aspects such as the growth and the
innovation, they are still confronted with complicated ethical, environmental, and
institutional issues especially when they deal with markets which have less governance or

which have cultural norms different from theirs.

The highlighted challenges point to the increasing significance of moral principles,
environmental friendliness, culture, institutional distance, and stakeholder expectations in
the internationalization of SMEs. Each of these issues has been extensively talked about in
the global business and corporate social responsibility writings, but their overlap in the SME
sphere remains largely uncharted. Besides, these topics also serve as a conceptual basis for
the empirical part of the study, guiding both the questionnaire development and the later
stages of the analysis. This chapter, through the literature review-methodology alignment,
thus, confirms that the theoretical debate can provide a linkage between the survey themes

as well as a sturdy framework for dealing with Finnish SMEs in foreign markets.

Some research has covered the operational and strategic aspects of SME internationalization,
which included the selection of the entry mode, undertaking market research, and export
performance (Sharma & Erramilli, 2004), but the ethical dimension of the process has largely
been ignored. To note, this absence of detailed understanding still prevails regarding the
ways SMEs maintain or even transform their sustainability and ethical principles while going
abroad, primarily when they face issues such as cultural distance, differences in regulations,

or gaps in the institutions (Spence, 2016).

The current literature review (as you can see below in Figure 3) is an examination of the
leading themes and academic discussions pertinent to this dissertation. The review breaks

the related major themes into three general areas:
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1. Internationalization of SMEs, focusing on theories and models that explain how
and why small firms expand abroad. The overview of the global scope of SMEs that
concentrates on the various theories and models that describe what the ways and the

reasons for the international expansion of small businesses are.

2. Ethics in international business, with particular attention to the unique challenges
faced by SMEs. The first part deals with the moral and sustainable issues in business
at a global level, especially the difficulties of characteristically SMEs in dealing with

these issues.

3. Theoretical foundations, including stakeholder theory, institutional theory, and the

liability of foreignness—all of which frame this study’s analysis.

Literature Review

Figure 3 — Major themes of literature review

In this chapter, the existing research and key debates and limitations are identified, which
not only conceptualize the thesis but also clarify the gap in research. It therefore provides
the initial framework for a field study examining how Finnish SMEs recognise and navigate
ethical challenges in their international operations, particularly as they operate from a
national context characterised by high institutional trust and strong sustainability

expectations.
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2.1 Internationalization of SMEs

The internationalisation of SMEs has been a major subject across the research of the
international business and entrepreneurship. Recent researches reveal that SMEs are not only
going through the non-linear or incremental patterns but they also mix experiential learning
with opportunity-driven expansion (Cavusgil & Knight, 2015). In comparison to large
multinational enterprises, SMEs are functioning under resource constraints, with a limited
experience of the foreign market and less organisational slack, which makes their
internationalisation processes more susceptible to uncertainty and intimation by external
forces. Finnish SMEs, in particular, operate in a small domestic market and therefore rely
heavily on international growth to ensure long-term competitiveness (OECD, 2021). As they
grow their business in other countries, they face not only operational and strategic problems,
but also moral problems that come up because of different institutional settings, stakeholder
expectations, and cultural norms. Those ethical dilemmas are not the issues that are away
from the center; they virtually determine the firms’ legitimacy, stakeholder trust, and foreign

market performance in the long run.

Whereas the traditional internationalisation research has explored strategies for market entry,
discovery processes, and performance implications (Lu & Beamish, 2006), the topic of the
ethical dimension of SME internationalisation, particularly in the Nordic region, has
received much less attention. This research incorporates ethics as a key conceptual lens for
comprehension of how Finnish SMEs cope with situations that are morally delicate in

foreign markets.

2.2 SME Responsibility Practices in the Internationalization Context

Even if the ethical dimension takes the major part of the attention in this research, the
question of corporate social responsibility (CSR) in local SMEs is still a matter of debate,
especially as far as the internationalization of such businesses is concerned. Responsibility
within SMEs has been shown to differ markedly from that of large corporations: instead of

formalized CSR systems or structured sustainability departments, SMEs often rely on



31

informal, value-driven practices that stem from the personal convictions and moral

orientations of their owner—managers (Spence, 2016; Fassin, Van Rossem & Buelens, 2011).

In the Finnish context, the study shows that SMEs responsibility practices are mostly
dependent on the high institutional factors of the country, which focus on transparency,
equality, and environmental protection (OECD, 2020). Torkkeli and Durst (2022) state that
Finnish SMEs often pursue social responsibility by engaging in direct and tangible actions
that align with their primary values and learning orientation instead of established CSR
models. They find that Finnish SMEs tend to use adaptive, incremental strategies that enable
them to reflect the responsibility concerns into the global business practices even when they
lack the resources to introduce the wholesome sustainability systems. This kind of value-
based orientation is also reflected in how SMEs address the demands of the stakeholder in
the region and internationally when their ability to maintain a responsible image can become

a competitive strength.

Simultaneously, Finnish SMEs are getting exposed to the escalating institutional and
regulatory pressures, which are conditioned by the need to be more transparent and sensitive
to their effects on sustainability. An example is that the upcoming needs of the Corporate
Sustainability Reporting Directive (CSRD) have prompted increasing alarm among SMEs
about how to respond to new reporting requirements, even when they are not directly
impacted as suppliers or partners to larger organizations. These pressures show how the
pressures of responsibility are spreading to SMEs through global value chains and
international customer relations, although smaller firms may not receive the regulations
directly. Therefore, the adoption of the responsible practice by SMEs turns out to be a crucial
concern when it comes to recognizing the emergence of ethical issues within the
international markets, particularly in the contexts where alternative norms, governance

procedures, or environmental regulations are present.

In total, the literature indicates that responsibility practices can present significant contextual
understanding to this study. Although it is not the main theoretical point, it is capable of
explaining why Finnish SMEs, even though they have few formal organizations, remain
active in terms of discussing issues of fairness, transparency, and responsible behavior when
entering other countries. The comprehension of these responsibility practices gives a

perspective towards the analysis of the way SMEs interpret and react to ethical issues in
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internationalisation with reference to the interaction of home country values and

expectations of stakeholders and host country institutional contexts.

2.3 Ethics in International Business

The business ethics is an idea that constitutes a principle component of responsible
management and organizational legitimacy. The ethical conduct reflects the moral values
that assist the companies to distinguish the right and the wrong and also make the decisions
that are not limited to the maximization of the profits. In the context of international business,
the ethical problems become the more significant as the companies must interact with other
cultures, regulatory authorities and establishments that might influence their moral systems

and decision-making procedures (Crane and Matten, 2016; Ferrell et al., 2019).

Ethics is the core conceptual foundation of this thesis. In business studies, ethics refers to
the moral principles and value-based judgments that guide individuals and organizations in
determining what is right, fair, and responsible in their interactions (Crane & Matten, 2016).
Ethical behaviour influences the way firms deal with stakeholders, their interpretation of
obligations and making decisions that are not only profit maximisation. In the case of the
international business contexts, the ethical concerns, in fact, become more apparent because
the companies are exposed to various cultural norms, institutional frameworks, and legal
frameworks that can place the ethical values of the companies in question (Ferrell et al.,

2019).

Companies that operate across borders, especially SMEs, find themselves having to deal
with different and sometimes conflicting expectations with regard to labour standards,
environmental impacts, corruption risks, transparency requirements, or the treatment of
partners and employees. These conflicts result in what the literature calls ethical challenges
or dilemmas, i.e., cases in which companies have to decide which of the competing values,
norms, or outcomes to opt for. Succeeding in a resource-constrained environment, these
problems for SMEs are not only hypothetical but also real issues that affect their day-to-day

activities, risk evaluation, and strategic decision-making during internationalisation.

Strong company ethics and company legitimacy go hand in hand. A company has to be

known for being fair, honest, and showing responsible behavior in the relationships with
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customers, suppliers, and institutional actors if it wants to be successful in the foreign
markets. The statement applies, in particular, to Finnish SMEs, the home country institutions
of which are respected as being transparent, just, and environmentally friendly. When these
businesses expand internationally, their notions of right and wrong and their behavior are

influenced both by the host country's laws and the ethical values of their home country.

While ethics and CSR are two tightly linked concepts, there is a growing body of literature
in which authors point out that CSR is not enough to describe the moral challenges that
SMEs face in foreign markets (Jenkins, 2006; Spence, 2016; Wickert et al., 2019).
Inherently, responsible SME behavior is more about value-based, relational, and context-
sensitive decision-making than a formal reporting activity. Most of their ethical concerns
come from the struggle with integrating the moral expectations of their home country with
the local practices of the host country, the pressure from stakeholders who demand ethical
behavior, the confusion or danger caused by institutional deviations, and the dilemmas of

labor standards, corruption risks, or environmental damage.

Research shows that SMEs often adopt informal, intuitive, and reactive approaches to ethics,
rather than structured CSR systems (Baumann-Pauly et al., 2013). In Finland, where societal
values strongly emphasise trust, transparency, and sustainability, ethical expectations are
even more pronounced (Transparency International, 2023). This national ethos shapes the
behaviour of Finnish SMEs abroad, influencing how they interpret misconduct, legitimacy,

and stakeholder responsibility.

Placing ethics at the core notion allows to comprehend the origin of ethical challenges, as
well as the means by which SMEs try to cope with such issues. Particularly in the Nordic
area and sustainability-oriented environments. This unanswered question forms a central

part of this thesis.

2.4 Finnish SMEs — National context & Ethical expectations

The Finnish business environment is a special national setting that is significantly shaped by
strong institutional norms, social values, and governance structures. The ethical standards in
Finland are largely derived from the fundamental societal values that are respect, honesty,

fairness, transparency, eco-friendliness, and equality. The principles are not only reflected
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in the government organs but also in the corporate culture and everyday business routines
(Luoma-Aho & Vos, 2010). As a result, companies in Finland, whether large or small, have
been nurtured in a value system that highly esteems the most socially responsible and

trustworthy behavior.

The national background is a major consideration when Finnish SMEs go global. Since they
operate in overseas markets where institutional environments, cultural norms, and ethical
standards may differ a lot, Finnish SMEs sometimes still bring their home-country moral

standards with them to a foreign country.

Finland is a country that is often referred to as one of the most transparent in the world. It is
also characterized by a high level of trust in institutions and low corruption. According to
the Transparency International Corruption Perceptions Index (TI, 2023), Finland is ranked
as the least corrupt country in the world. This is reflective of the fact that the society is highly
founded on integrity and accountability as a whole. The national characteristics of the nation,
in turn, introduce the normative pressure on the firms: acting ethically is not merely an
option, but a fact of how the stakeholder expects organizational players to behave. It is an
institutional environment which influences organizational norms and reinforces the notion

that ethical business practices are the essence of legitimacy.

To Finnish SMEs these expectations are translated into day-to-day business behaviour that
may involve treating employees fairly, practicing an open nature with business partners,
acting within the law and avoiding practices that are morally questionable like bribery or
facilitation payments. As SMEs do not have the formal structures or the special ethics
departments that large companies possess, they have to cope with ethical demands through
informal practices, managerial judgments based on values and stakeholder relations based
on trust. It is quite common of SME owners and managers to regard the moral conduct of a
business as the main factor contributing to the reputation, sustainable success, and gaining

the trust of the customers, especially in a tightly knit and small community such as Finland.

These expectations from their home country create a mixed bag of advantages and challenges
for SMEs operating abroad. An example is the high ethical standing of Finland that can be
of immense help to SMEs to be accorded legitimacy when they are on the verge of accessing
new markets in other countries. Nevertheless, simultaneously, it is a difficult task to maintain

such a reputation as companies enter the environment where the regulatory control is less
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organized, other cultural rationales, or even varying approaches to understanding business

practice.

The current literature is barely sufficient to describe the approach that Finnish SMEs use
when they have to balance between ethical standards established in the home country and
the host country reality when they face the risks of corruption, labour related problems,
environmental issues, or cultural misunderstandings. The presence of this gap points to the
necessity of creating a more systematic knowledge of ethical navigation within the Finnish

SME environment.

2.5 Key theoretical framework

The management of ethical-conflicts by Finnish SMEs in international expansion is based
on three theories, although they are distinct yet closely connected: the stakeholder theory,
the institutional theory, and the liability of foreignness. These concepts have gained immense
application in the area of international business study and are progressively being consulted

in the SME arena to explain their tactical actions in difficult and dynamic settings.

Each one of them represents a different angle for examining various facets of the moral
issues handling and, together, their insights uncover a multidimensional framework of the

challenges that small and medium enterprises encounter in foreign markets.

2.5.1 Stakeholder theory

One of the main ideas of stakeholder theory, which was first outlined by Freeman (1984), is
that companies are not established only to benefit their shareholders but also to generate
value for the extended network of stakeholders such as employees, customers, suppliers,
local communities, and regulatory bodies. At its core, it is about companies having to
confront and handle the challenge of integrating the viewpoints and requirements of various
groups thereby being fully aware that their decisions will have social, ethical and
environmental ramifications. Part of dealing with these relationships is also engaging in
dialogue, being open, and showing a steadfast commitment over the long run (Donaldson &

Preston, 1995).
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Stakeholder theory posits that firms must respond to the expectations and claims of various
stakeholders who can influence or are influenced by the organisation (Freeman et al., 2010).
Ethical challenges commonly arise when stakeholder expectations conflict—particularly

across national borders where values differ.

International stakeholders might require things that go against Finnish ethical standards, thus
the company faces moral dilemmas. The stakeholder theory is helpful in understanding such
situations because it points out that companies are not isolated, they are in a network of
actors which have different moral claims, expectations and influence levels. In the case of
Finnish SMEs, it implies that moral choices abroad should be made by first evaluating legal
requirements and then by taking into account the stakeholder's views on what is legitimate

or proper.

When SMEs are confronted with conflicting value systems, for example, different views on
informal payments or labour practices, they have to determine which expectations carry
moral weight and in what way these expectations correspond or diverge from their own
ethical standards. In this way, stakeholder theory shows the SMEs struggle in reconciling
the contradictory demands and identifies the social and relational context of ethical

dilemmas.

This lens is crucial for understanding Finnish SMEs' responses to moral demands in foreign

environments.

2.5.2 Institutional theory

Institutional theory (DiMaggio & Powell, 1983; North, 1990; Scott, 2014) provides an
explanation of how companies are influenced by the institutional surroundings that come
from the different institutional layers. Organizations try to align with set rules, social norms,
and cultural expectations so as to be considered legitimate. The three types of institutional
isomorphism - coercive, normative, and mimetic - illustrate the way in which companies
have the same structures and practices in order to correspond to the expectations of the
society. However, companies can also resort to disengagement or opposition if the

institutional demands contradict their internal principles.
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From the perspective of SMEs, institutional theory explains how these small firms are able
to handle complex regulatory and cultural environments despite having fewer resources.
Since they do not have specialized compliance departments, SMEs resort to managerial
judgment and adaptability to confront the challenge posed by the institutional distance
between the local and the foreign markets (Kostova & Zaheer, 1999). The variety of
institutions can turn up as both barriers and opportunities - thus affecting how SMEs gain
legitimacy, manage corruption risks, and conform to local norms. This theory, therefore,
reveals the ethical behavior model as a local phenomenon where the adaptation has to be a

combination of conformity and at the same time keeping the firm's identity and values.

Institutional theory emphasises that organisational behaviour is shaped by the formal and
informal rules, norms, and cultural expectations that prevail within a given environment
(Greenwood et al., 2017). When SMEs internationalise, they inevitably encounter
institutional systems that diffe—sometimes significantly—from those of their home
country. Institutional distance may lead to ethical ambiguity because companies encounter
norms and practices which are at odds not only with their internal values but also with their
home-country expectations. In a lot of such markets that are either emerging or have weak
institutions, the regulators' work may be characterized by inconsistency or lack of
completeness, therefore even the smallest enterprises may find themselves in situations
where the absence of clear guidelines regarding the nature of acceptable behavior is quite

palpable (Meyer & Peng, 2016; Aguilera et al, 2021).

Local social norms, in such cases, might legitimize practices like facilitation payments,
informal labour practices or non-transparent contracting-that would be unethical or even
illegal in some countries such as Finland. Empirical evidence suggests that these institutional
discrepancies pose sustained strains on foreign companies to meet local anticipations so as
to gain legitimacy (Hinings et al., 2018). These inconsistencies can become complicated
ethical dilemmas in the case of Finnish SMEs, whose activities are intertwined in a highly
transparent, regulated and trust-based institutional setting. The institutional theory thus
assists in understanding how Finnish SMEs understand institutional incompatible signals in
the foreign environment, as well as how it negotiates, adapts or resists stressors not aligned
to domestic ethical standards. The emphasis on the importance of institutional distance and
legitimacy requirement makes institutional theory a strong tool of studying ethical conflicts

that emerge when Finnish SMEs work in various global settings.
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2.5.3 Liability of foreignness (LOF)

It is an idea of Liability of Foreignness (LOF) that can be described as the overall extra costs,
risks, and disadvantages that the firm incurs when it is operating in a foreign market (Hymer,
1976; Zaheer, 1995). These liabilities come about through unfamiliarity of the firm with the
local environments, the geographical distance created by institution and culture, and the need
Baumann-Pauly, D.Baumann-Paulyexpectations that are not similar to their home country.
Working in new institutional environments may expose firms to the practice of informal
payments, shrouded regulatory processes, or institutionalized labour markets that may put
their moral codes to test and raise legitimacy, compliance and ethical behaviour dilemmas.
According to the researchers, to act within such conditions, the companies should not only
gain local acceptance but also be knowledgeable enough about the needs of the host-nation

to avoid reputation destruction and unintentional misconduct (Gaur et al., 2019).

For Finnish SMEs, whose home environment is characterised by strong rule of law,
transparency and ethical norms, the liability of foreignness often entails a higher sensitivity
to integrity-related risks. These firms not only have to learn to understand how local systems
work, but they also have to manage tensions between upholding their ethical standards and
adapting to local realities. As a result, LOF is used as a significant way to understand the
impact of institutional unfamiliarity and lack of established networks on the ethical
challenges of SMEs and how these challenges affect their efforts to gain acceptance in

foreign markets.

2.6 Synthesis of Theoretical Perspectives

The three selected theories, namely, stakeholder theory, institutional theory and the liability
of foreignness, which were considered in isolation with each other, actually, when combined,
these three theories provide a comprehensive and multi-faceted understanding of how
Finnish SMEs deal with ethical dilemmas in the process of sustainable internationalization.
Each and every theory, in fact, focuses on a different aspect of the ethical behavior of firms,
but it is their interplay that opens up a strong theoretical base to explore the ways in which

SMEs perceive, react to and deal with ethical issues in foreign countries.
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Stakeholder theory enlightens the actors whose expectations influence the ethical behaviour
of SME:s. It points out that SMEs are deeply rooted in networks of customers, suppliers,
regulators, employees, and communities that raise moral demands which, however, differ
from one market to another. This viewpoint reveals the origins of ethical pressures and the
challenges that firms face in balancing the conflicting expectations of different stakeholders

when they decide to operate in foreign markets.

Institutional theory centralizes this knowledge by providing the reasons for such variations
in expectations from abroad. It points out the difference in the influence of law, informal
rules and cultural logics that are the basis of what is considered the most logical or the most
responsible behavior in each case. These differences in institutions may lead to
contradictions of ethical values and principles of the home country, e.g., those based on
Finland's very transparent, equality-oriented environment, that are the expectations of less
regulated or culturally distant markets. Therefore, institutional theory serves to clarify the
source of ethical ambiguity and the conflicts encountered by SMEs as they try to find their

way in unfamiliar environments.

The concept of liability of foreignness (LOF) works well with these two views by showing
how ethical dilemmas become the most challenging when companies decide to function in a
foreign environment. Lack of familiarity with a foreign environment exaggerates the issues
of misunderstanding, reduces the level of acceptance by stakeholders, and increases the
exposure of small and medium enterprises to the risks that arise from the misalignment of
moral principles, engagement of weaker governance structures, and differences in
stakeholder perspectives. LOF, therefore, demonstrates the operational dimension of ethical
issues, how they come into existence, and that they do so through insecurity, distrust, and
being pressured to conform to certain practices that may be at variance with the home

country values.

Through the combination of these viewpoints, the thesis sees moral navigation as a journey
that is fundamentally influenced by the questions: whois imposing the moral
expectations, why the expectations are different, and how the foreignness aggravates the
difficulties of reconciling them. The merger provides a logical analytical foundation for the
research question: How do Finnish SMEs deal with ethical challenges in the process of
sustainable internationalization? Moreover, it is very consistent with the main topics coming

from the empirical findings as it accounts for the roots of ethical challenges (institutional
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differences and foreignness), the characters involved (stakeholders), and the strategies SMEs
use (negotiation, adaptation, or reinforcement of ethical values) to explain the origins of the
issues. As a result, the integrated theoretical framework goes beyond in explaining the means
through which SMEs handle ethical dilemmas, maintain legitimacy, and are able to continue

responsible practices in different global markets.

2.7 Literature gap

Research on the internationalization of SMEs has primarily examined topics such as entry
modes, networks, resource constraints, and performance outcomes (Lu & Beamish, 2001;
Knight & Cavusgil, 2004). However, this body of literature pays limited attention to the
ethical challenges that arise when SMEs operate in institutionally and culturally diverse
environments (Khan & Lew, 2018; Fassin et al., 2011; Van Rossem & Buelens, 2021).
Although the studies concede that ethical issues may surface in foreign markets, the extant
research is scant in providing a detailed mechanistic explanation of how SMEs recognize,
understand, and deal with these ethical challenges in the course of international expansion.
The majority of works in business ethics and sustainability concentrate on large
multinational enterprises or issues in developing countries; therefore, the ethical challenges

of SMEs in advanced economies remain largely uncovered.

Furthermore, the current research is inclined to address internationalization, ethics, and
sustainability as streams. There is a lack of studies to understand the integration of these
dimensions to understand the intersection of ethical concerns with the increasing
sustainability expectations imposed on firms - a particularly pressing issue in the European
and Nordic policy context. Although the corporative social responsibility (CSR) literature
focusing on SMEs has grown, studies mainly focus on the domestic level of responsibility
practices and give little insight into how responsibility values are maintained or adapted

within the institutional structure of foreign countries (Torkkeli & Durst, 2022).

Another major different factor is the Nordic environment that defines Finland as a country
with well-developed institutional norms based on the values of openness, fairness, social
equality, and respect for nature (Transparency International, 2023). These norms lead to
home-country ethical expectations that influence how Finnish SMEs interpret ethical

conduct. Nevertheless, existing research so far has not responded to the question of how
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firms from such a high-trust environment feel when they face ethical issues in countries that
have weaker regulatory systems, different cultural values, or lower sustainability standards.
Not knowing how Finnish SMEs communicate across ethical divides due to the local

institutional distance is a big hole in the existing literature.

Finally, while theories such as stakeholder theory, institutional theory, and the liability of
foreignness offer relevant conceptual tools, their application to ethical aspects of SME
internationalization remains limited. The literature does not combine these perspectives to

explain how foreignness and institutional mismatch affect SME ethical behaviour abroad.

Together, these gaps reveal a strong need for research that looks at how SMEs from strong
ethical and sustainability-oriented contexts deal with ethical problems in the international
markets and what mechanisms they are using to uphold or adapt their values across their

national borders. This thesis focused directly on this gap.
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3 Research Design and Methods

The chapter outlines the research methodology that has been employed in the thesis. The
thesis itself investigates the way Finnish SMEs handle ethical dilemmas and implement
sustainability values in their international business. The research method selected is aimed
at answering the main question of the study: How do Finnish SMEs balance ethical

considerations with sustainable internationalization?

The research concerns the issues of ethics in international business, which are inherently
complex, context-dependent, and involve a set of values. This is why the study is carried out
in the qualitative paradigm. The qualitative method is the best choice when the subject of
the investigation is socially constructed and depends on the surrounding situation. It also
gives the investigators an opportunity to understand the meanings and interpretations that
the actors give to their experiences (Creswell, 2014; Saunders, Lewis & Thornhill, 2019).
Ethical and sustainability aspects cannot be easily measured, and they are largely influenced
by subjective perceptions, cultural interpretations, and organizational values. Thus, the
research seeks to gain deep, contextualized insights into how SME decision-makers make
sense of and respond to moral dilemmas abroad, particularly when operating in

institutionally diverse environments.

This chapter starts by outlining the theoretical research philosophy and the epistemological
belief that influence this study. Then, it continues to explain the research methodology
through the chosen qualitative multiple-case study approach that had been most suitable for
the research. Next, the chapter extensively reveals the case selection strategy, data collection
methods, and data analysis procedures—going through an inductive approach where Braun
and Clarke’s (2006) thematic analysis framework is applied. The discussion of ethical
principles, such as participant confidentiality and informed consent, is part of the chapter as

well, and it ends by considering the credibility and the limitations of the selected method.
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Figure 4 — Overview of the phases included in the process

The research phases are visually presented stepwise in Figure 4 from problem definition to

conclusion.

3.1 Research philosophy

The study is underpinned by a qualitative positivist research philosophy that rests on the
notion that reality is capable of being examined through visible patterns and documented
experiences. Such a method complements a structured case-study, which is a design that can
be utilized to explore the ethical issues, dilemmas, and organisational's responses in a
thorough and replicable manner (Yin, 2014; Saunders, Lewis & Thornhill, 2019). This
epistemological position is very compatible with the current investigation into the ethical
values, dilemmas and decision-making at the apex that have been experienced and narrated

by SME leaders who have different cultural and institutional backgrounds.

Ethical challenges differ both in type and extent; the notion of what is "right" or "sustainable"
may differ in various organizational environments. For instance, SMEs in Finland might
experience conflicts between their ethical standards from the home country and the norms
of the host country. The interpretivist approach gives the researcher a tool to understand
these conflicts from the perspective of the decision-makers, thereby revealing the subtlety,

vagueness, and feelings involved in the ethical decision-making practice.
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The worldview maintains that the researcher is an integral part of constructing the meaning.
It is a departure from the aim of "discovering" an objective truth, rather, it is about co-
constructing knowledge through participation, and by using in-depth qualitative data,

exploring patterns, opposites and contextual factors impacting behavior.

3.2 Research methodology

The study is in line with its qualitative positivist position, adopting a qualitative multiple-
case study methodology. Yin (2018) defines a case study as an empirical investigation that
directly examines a contemporary phenomenon in its real-life context, especially when the
boundaries between phenomenon and context are not obvious. Each of the selected SMEs in
this study stands for a bounded case which offers a distinct perspective on the local ethical

and sustainability considerations and their dual effects in the international business context.

Using a multiple-case study design one gets to compare the firms and at the same time it is
possible to identify both common patterns and contextual differences, which ultimately
results in more robust findings. This method is quite relevant for SMEs whose
internationalization journeys, organizational values, and resource constraints can be
different. A single case paradigm provides in-depth understanding of a single instance,
however, the multiproject approach gives the benefit of theoretical generalization by pooling

the lesson from a larger number of experiences (Eisenhardt & Graebner, 2007).

It was a methodical decision to corroborate the inductive reasoning tool that was applied in
the investigation. The study does not involve the verification of predetermined hypotheses
but rather aims at the identification of the themes emerging from the data. The intention is
to expand and deepen the theoretical insight into the means by which Finnish SMEs cope
with the ethical issues associated with their internationalization. This is studied mainly
against the backdrop of stakeholder theory, institutional theory, and the liability of
foreignness. The study is inductive in nature, but it doesn't disregard the existing theoretical
frameworks, in fact, it builds on them instead of starting completely afresh (Eisenhardt,
1989; Gioia, Corley & Hamilton, 2013). Through the method, obtained insights may enrich
these theories or lead to the formulation of new theoretical propositions derived from the

data.
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3.3 Case selection and sampling

The study employed a multi-case approach consisting of five Finnish SMEs engaged in
international business activities. The cases came up from purposive sampling (company size,
Industry diversity, international engagement, geographical context, and data accessibility),
in line with Patton’s (2015) recommendations for selecting cases that are rich in information
and thus provide a deep insight into the phenomenon under study. The companies were
picked so that they would be relevant to the research aims — that is, to investigate how Finnish

SMEs from various sectors handle ethical challenges in their process of internationalization.

Prior studies highlight that SMEs’ approaches to ethical responsibility and sustainability
often vary according to industry context, firm size, and international experience (Spence,
2016; Baumann-Pauly et al., 2013; Knight & Cavusgil, 2004). To capture this diversity,
firms were chosen from distinct sectors with various firm sizes: Manufacturing, Service-
based segments (software solution & accounting), and Consultancy, respectively, medium

and small in size.

e Case A: A manufacturing SME is an example of a conventional sector, where the
internationalization process is usually associated with the intricacies of the supply

chain and the need to comply with foreign sustainability standards.

This ‘case A’ firm operates in industrial electronics and automation. It has
approximately 100 employees and annual revenues of around €17.5 million. It has

longstanding international operations in both European and non-European markets.

e Case B: A service-based IT firm provides insight into knowledge-intensive
operations and relational ethics in client-based international projects.
This ‘case B’ is a small enterprise with 10 employees and an annual turnover of
approximately €1 million. It delivers software and digital services and has

partnerships in European and Asian markets.

e (ase C: A professional service company such as an accounting and financial services
firm is a good example of a business in the professional service sector that is, more
often than not, strictly regulated by formal ethical codes and is also under constant

pressure to be transparent in its operations.
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The company 'case C' is a medium-sized business that has 60 employees and
generates an annual income of €8 million. It is a B2B service company, supporting
international clients with regulatory compliance, sustainability reporting, and cross-

border financial services.

e (Case D: Green technology is in the spirit of the digital and fast-paced environment
in which internationalization can proceed quickly with little physical presence

involved.

A sustainable hosting and open-source company with about 25 employees and €3.3
million in annual revenue. The firm’s international operations emphasize
environmental responsibility, renewable energy sourcing, and alignment with EU

sustainability policies such as the European Green Deal.

e (ase E: Accessibility Consulting SME demonstrates examples of ethical advisory
and sustainability communication being at the centre of service delivery.
This ‘case E’ is a micro-enterprise with 6 employees and €250,000 annual turnover.
The company specializes in accessibility, equality, and digital inclusion consulting.
It faces the challenge of scaling an ethically grounded business model while

maintaining its social impact and credibility across international contexts.

Furthermore, the synergy between manufacturing, technology, and professional services is
the factor that enables a cross-sectoral understanding of SME internationalization under
ethical and sustainability constraints. These firms demonstrate differences in size, industrial
sector, and their level of international exposure, which are the main factors determining how

companies understand and handle value-driven trade-offs in foreign markets.

Individually, these five cases represent an extensive spectrum of Finnish SMEs ranging from
industrial manufacturing to eco-friendly service providers making it possible to carry out
both comparative analysis and theoretical generalization. This variety makes it possible to
compare formal vs. informal ethical systems, the degree of resource consumption, and the
level of exposure to institutional pressures, thus mirroring the assortment of issues discussed

in the literature on SME internationalization and ethics.

All firms meet the EU definition of SMEs (European Commission 2019, User guide to the
SME definition. Publications Office of the European Union), which defines SMEs as firms

that employ fewer than 250 people and have an annual turnover not exceeding €50 million
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or a balance sheet total not exceeding €43 million. These companies were selected because
of their track record of operating internationally. Having a wide range of cases enables a

comprehensive analysis because it shows the different aspects of ethics and sustainability

considerations in different sectors and business models.

Case A Case B Case C Case D Case D
Company type Manufacture Service Accounting Service-Based Consulting
Provider firm Firm Firm
Company Employee ~ 100 ~ Employee ~ Employee ~60 @ Employee ~25 = Employee ~
Details Revenue ~ €17.5 12 Revenue ~€8 | Revenue ~ €3.3 6
mil Revenue ~ mil million Net profit ~
€1 mil €15k
Home country Finland Finland Finland Finland Finland
Responder’s Quality manager CEO CEO Head of Co-founder
position Sustainability & CEO
Internationally Both European European European only = European only European
acquired and non-European = and Asian only
market

Table 1 — General information about the case companies

Table 1 above lists the case companies' details, illustrating their SME status and presence in

international operations.

3.4 Data collection

The data for this study were collected using an online structured questionnaire developed
using Google Form, which was administered via email and WhatsApp from July to August
2025, by sending a personalised email and message with the link of the form, and completed
asynchronously at their convenience. This technique was chosen because of scheduling
constraints throughout the summer time, as well as with their preference and still allows
them to gather reflective and thoughtful responses from participants. The survey addressed
the following issues of primarily ethical dilemmas, followed by sustainability commitments,

institutional pressures and decision-making under value conflicts. In the process, we
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communicated through email and WhatsApp as our platform of communication. The use of
written responses also enabled participants to think carefully about their answers and give

detailed info about internationalization and ethical practices in their firms.

In addition to the primary data, secondary sources were also used to support and validate the
results (Table 2). As there was not enough data concerning all case companies online, the
researcher took help from varied sources to have full-fledged information. These comprised
the company websites, media materials and corporate reports available publicly (where
applicable). The use of such materials assisted to place the responses within context,
elucidate organisational backgrounds and cross-check information concerning company

size, industry characteristics and ethical commitments.

Combining use of primary and secondary data ensured data triangulation contributing to
better credibility and completeness of analysis - a key consideration when studying SMEs,
where internal documentation and data availability are often limited (Yin, 2018; Saunders et
al., 2019). The questionnaire was developed from a preset guide organized according to key
themes from the theoretical framework, including, e.g., ethical dilemmas, sustainability
commitments and institutional pressures, and decision-making under value conflicts. The

complete questionnaire can be found in the appendix 1.

To maintain uniformity of cases, the questions were handed out in English for better
understanding, and all of the respondents had adequate English language skills to
communicate their ideas effectively through the questions. When preparing the survey
questions, the researcher took advantage of Google Forms to make the survey, and then, it
was emailed to the respondents for easy access and data security. The participants responded
in writing, which gave them an opportunity to think over their answers and allowed for cross-

case analysis of the data.

Ethical protocols were followed throughout the process. Participants were informed of the

research purpose, the voluntary nature of participation, and their right to anonymity.
Case # Secondary data sources used
Case A Annual report 2024, CSR webpage

Case B Tekniikka & Talous article, LinkedIn posts
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Case C PRH filings, service portfolio summary

CaseD Green hosting reports, EU energy compliance

Case E CSR blog, conference presentation summary, and entrepreneurial journey
(podcast)

Table 2 — List of secondary data sources for the case companies

Table 2, providing the secondary data sources used for case companies such as annual

reports, CSR webpages, etc.

3.5 Data analysis

The qualitative data obtained from the five SME case companies were analyzed by using the
method of thematic analysis, which has been widely used by Braun and Clarke (2006). This
method was chosen due to its flexibility and suitability to find, organize and interpret patterns
of meaning across cases, and particularly in areas where the experiences are subjective and

embedded in context, such as ethical decision-making and sustainability practices.

Given the inductive and interpretive analytical orientation of the study, there was no guiding
coding template for the analysis. Instead, themes were allowed to emerge from the data itself,
while being informed by the study's theoretical framework -- including stakeholder theory,

institutional theory, and the liability of foreignness.

Although the data were gathered as written responses rather than spoken interviews, the
Gioia methodology was used to structure the process of coding the data into categories of
what were termed first-order concepts (found in participants' own wording), second-order
themes (found through researcher interpretations of those themes), and aggregate

dimensions.

The data analysis followed six steps, as outlined by Braun and Clarke, and represented in

Figure 5 on the next page.
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Figure 5 — Six-step thematic analysis process by Braun and Clarke

Familiarization with the data

All responses were read multiple times to gain a deep understanding of the
content and context of each firm’s experiences.

Initial coding

Key phrases, ideas, and issues were coded manually across all five cases. Codes
were assigned to expressions relating to ethical dilemmas, sustainability values,
institutional pressures, stakeholder interactions, and coping strategies.
Generating initial themes

The codes were organized into wider themes that represented the main patterns
seen in the cases. For instance, one of the regularly going back ideas was

9 <6

“values vs. compliance,” “stakeholder-driven sustainability,” and “adaptive
behavior in weak institutional settings.”

Reviewing themes

The themes were reviewed and refined to ensure internal coherence and
distinctiveness. Any overlaps were resolved, and sub-themes were identified
where needed.

Defining and naming themes

Each theme was clearly defined in terms of its relevance to the research

questions and its relationship to the theoretical lenses applied. For instance,
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themes were mapped against stakeholder expectations, institutional adaptation
strategies, and perceived liabilities abroad.

VI.  Producing the report
The findings were structured thematically and presented in Chapter 4,
supported by selected quotations from the participants (paraphrased for

anonymity) and linked to relevant academic literature.

Even though the cases were limited to five, the narrative responses of great depth and
richness enabled a meaningful cross-case comparison and theory-informed insights. Each
case was initially analyzed on its own before cross-case synthesis was done, thus uncoupled

the i.e. unique and shared patterns.

3.6 Ethical considerations

The ethical integrity of this study is mainly based on the morality of the research, especially
considering the sensitivity of the study's topics, i.e. ethical dilemmas, values-based decision-
making, and corporate responsibility. Following the ethical considerations in qualitative
research (Creswell & Poth, 2018; Saunders, Lewis & Thornhill, 2019), the study continued
to be compliant with ethical codes prescribed for research by the university at all three phases

- research design, data collection, and analysis.

Before the actual data collection, each participant got a detailed account of the research
goals, information that participation is free, the purpose of data, and their freedom to
abandon the project at any time without any consequences. Such methods are in agreement
with the ethical principles of autonomy, beneficence, and non-maleficence as discussed in

social research ethics literature (Bryman, 2016; Orb, Eisenhauer & Wynaden, 2001).

Confidentiality and anonymity were strictly maintained throughout the research process.
There are no company names, personal identities, or commercially sensitive details revealed
in this dissertation. In order to minimize the risk of deductive disclosure - especially since
only a few Finnish SMEs were examined - the names of the participating firms are replaced
with general descriptions (e.g., "a manufacturing SME"). Hence, this method is in line with
the ethical principle of safeguarding the participants from possible harm and guaranteeing

the confidentiality of the data (Tracy, 2010).
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Additionally, ethical rigor was strengthened by using transparent and reflexive practices,
which ensured that participants would be able to freely express their views without external
pressure. The data were gathered using a structured and email-based questionnaire, so that
participants could fill out the survey privately, reducing the influence of social desirability
bias while making participants comfortable in expressing honest opinions. The
aforementioned procedures are consistent with the generally acknowledged criteria for
ethical qualitative research in the field of organizational studies (Creswell & Poth, 2018;
Saunders et al., 2019). The questionnaire was focusing on the organizational perspectives
and strategic decisions and not on the individual opinion or sensitive matters of the

personnel, which in turn, resulted even less ethical risk.

The data received during the survey were kept in a secure form and accessed only by the
researcher. All digital files have been stored on a password-protected device and raw data
will be deleted once the completion of the thesis in line with institutional data protection

protocols.

The research did not involve any vulnerable populations or controversial topics and there
were no physical or psychological risks involved in the research. As such, no formal ethical
approval was needed from the host institution, however the study was fully compliant with
ethical norms of qualitative research practice, including transparency, accountability and

respect for participant autonomy.

3.7 Trustworthiness

In qualitative research, trustworthiness is an important element in providing evidence that
the results are credible, reliable, verifiable, and transferable (Lincoln & Guba, 1985; Nowell
et al., 2017). Given the interpretive and exploratory nature of this thesis, particular attention

was paid to the enhancement of trustworthiness in each stage of the research process.
Credibility

Credibility means the confidence that the findings are accurate and representative of the
participants’ realities (Shenton, 2004). In this study, the credibility was supported by the use
of a theory-informed but open-ended questionnaire so that the participants could provide

their experiences in their own words while ensuring the alignment of the research objectives.
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Also, in order to increase the level of credibility, the research relied on methodological
triangulation by combining survey responses and secondary sources of information,
including company reports and media materials. Each response was carefully reviewed for
its contextual accuracy and quotations that were used in the analysis were chosen to represent
actual and diverse opinions. Furthermore, the researcher kept ongoing reflexive notes so to
monitor personal assumptions and interpretations in the coding and analysis stages (Braun

& Clarke, 2021).
Dependability

Dependability refers to the consistency and traceability of the research process (Nowell et
al., 2017). To ensure this, a well-documented methodology was employed, which covered
not only the data collection tools (Appendix 1) but also the sampling criteria and the process
of thematic analysis in detail. The structure of the present study is such that it can be

replicated or audited by future researchers using similar instruments.
Transferability

Qualitative research usually does not aim at generalizability, however, transferability is
about the degree to which findings can be applicable to other similar contexts (Saunders et
al., 2023). This work has picked up SMEs from a variety of different industrial sectors and
has also attempted to present the organizational context of each case in detail, thus enabling
readers to judge whether the findings might be relevant to other SME settings, especially in

the case of Nordic or EU-based companies encountering ethical issues in foreign countries.
Confirmability

Confirmability makes sure that the conclusions are driven by the data and not by the personal
bias or motivation of the researcher (Lincoln & Guba, 1985). The researcher has set up a
clear chain of evidence for the whole work, making sure things are always transparent and
traceable. To improve the confirmability, a transparent and traceable chain of evidence was
established across the research process. This included the systematic organization of the data
from the first questionnaire results into thematic coding and final interpretation with the

caveat that every analytical decision could be traced back to the original data.

All responses were thoroughly recorded and structured according to a framework of coding,

based on the theoretical constructs (i.e., stakeholder theory, institutional theory, and liability
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of foreignness). This method ensured that there was a record going back to the raw data,
linking it with the new themes and results. The researcher was self-reflective when
interpreting the data and kept reflective notes while frequently going back to the coded data
in order to lower the risk of bias. Moreover, ideas were illustrated with the exact words of
the participants; thus, the interpretations were based on the genuine and authentic

perspectives of the respondents (Nowell et al., 2017).

Using written responses also limited the effect of the interviewer and helped to preserve the
authenticity of participants’ perspectives, which strengthened the objectivity and

confirmability of the results.
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4 Findings

This chapter exhibits the empirical results of the study from five Finnish SMEs that answered
the survey questionnaire. This chapter aims to understand how these companies handle
ethical issues during their internationalization processes. The results are presented later in
the sub-sections in a thematic way, following the six-phase thematic analysis framework by

Braun and Clarke (2006).

4.1 Emerging themes

The codes were combined into broader categories that corresponded to the theoretical
framework that had been established earlier, i.e. stakeholder theory, institutional theory,
and liability of foreignness. The six main themes resulted from this process. These themes
indicate both mutual experiences and industry-related difficulties in the balancing of

profitability and ethical and sustainable practices.
The outcomes are discussed within six broad themes which were identified in the analysis:
1. Ethical Awareness and Personal Values
2. Institutional and Regulatory Adaptation
3. Stakeholder Pressure and Reputation Management
4. Sustainability as a Strategic Imperative
5. Resource Constraints and Practical Challenges
6. Learning, Collaboration, and Future Orientation

Even to enhance more transparency, the thematic structure was constructed based on the
Gioia methodology (Gioia, Corley, and Hamilton, 2013), which allows to represent the
process of data analysis in a transparent way. The approach distinguishes between
participants’ direct expressions (first-order concepts), second-order themes (interpretative

patterns), and aggregate dimensions (core analytical themes). Figure 6 illustrates how the



raw data were systematically organized and abstracted into six overarching dimensions that

structure the presentation of findings in this chapter.
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Figure 6 represents the data structure using the Gioia method.
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Also, Table 3 below provides representative supporting data for the second-order theme.

#

10

1

First-Order Concepts (Participants’ Statements)

“We always try to act fairly and openly with
partners.”

“Our values guide every decision, even when it costs
more.”

“Accessibility is a fundamental right... our work
must always reflect that.”

“Our values guide every decision, even when it costs

more.”

“Being honest is not optional; it’s part of who we

2

are.

“We must adjust to different rules abroad.”
“Different markets have stricter expectations...
Germany expects stronger data privacy controls.”
“Foreign partners sometimes follow different ethical
standards.”

“In Estonia, awareness of accessibility is lower... we
need to educate stakeholders.”

“Understanding local laws helps us keep our own

ethics intact.”

“Clients expect us to be transparent and reliable.”
“Larger EU clients require formal certifications (ISO
27001) ... we must meet these expectations.”

“A good reputation keeps us competitive
internationally.”

“We cannot risk losing credibility by cutting

corners.”

“Sustainability is not a trend—it’s our strategy.”
“We invested early in renewable energy and land-
based carbon sinks to reach carbon negativity.”
“We reinvest everything into product development
and measurable accessibility outcomes.”
“Environmental responsibility matters even in small

firms.”

Second-Order Themes (Researcher
Interpretations)

Ethical Business Practices, Transparency,

Trust Building

Value-driven leadership

Integrity, Honesty

Adjustment, Foreign liability

Ethics & Norms, Cross-Cultural Standards

Adaptation, Legal Awareness, Local

Framework

Reliability, Transparency, Client

expectation

Reputation, Ethical branding

Credibility, Avoiding reputational damage

Strategic Integration, Visionary Thinking

Scale-Inclusive Responsibility, Corporate

Responsibility
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13

14

15

16

17

18

“We aim to adopt responsible practices regardless of
the size of the market.”
“We align sustainability goals with our long-term

competitiveness.”

“Climate commitments are built into our service

design.”

“Accessibility is both our business and our

mission—we build everything around it.”

“Ethical practices can be expensive.”

“We have a small team; formal reporting is
challenging.”

“We have limited staff and resources to manage
sustainability fully.”

“Limited financial resources and staff expertise
make scaling difficult.”

“Sometimes, we have to prioritize survival over

ideals.”

“Budget cuts in Finland reduce demand for

accessibility services.”

“We must maintain our ethics even when competing

with lower-standard markets.”

“We learn from partners and other Finnish firms.”
“We work with data centers and cloud partners to
ensure sustainability compliance.”

“Collaboration with municipalities and universities
is essential for scaling.”

“International collaboration helps us improve our
ethical standards.”

“We collaborate with EU-wide partners to develop
smarter accessibility systems.”

“Foreign partners sometimes influence how we

upgrade our own standards.”

“We constantly update our sustainability goals as we

grow.”

58

Integrated Business Model

Cost of Ethics, Resource Constraints,

Sustainability Barriers
Staffing Shortages, Implementation

Challenges

Survival vs. Values, Ethical Tradeoffs

Collaborative Learning, Knowledge

Sharing, Peer Influence

Ethical Development Through
Partnerships, External Influence on

Standards

Adaptive Sustainability Strategy,

Continuous Alignment, Dynamic Goal
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“We will strengthen third-party verification and

provide more granular emissions data.”

“We tailor our services to different regulatory

frameworks as needed.”

Table 3 — Representing supporting data for the second-order theme

Responses have been anonymized to respect privacy. For the purpose of referencing, each
company is named as Case A-E which stands for the different sectors such as the
manufacturing sector, Information Technology services, the field of accounting, green

technology sector, and accessibility consultancy, respectively.

4.1.1 Ethical Awareness and Personal Values

In theme 1, ethical awareness seems to be like an inborn guide which helps the company to
be firm and consistent in situations of difficulties or when it has to spend money. The
declarations demonstrate that the principles are not there just for the sake of giving them a
show but rather they are the silent power which influences the choices, the connections, and
the behavior of the people at the lower levels of the hierarchy and those working together in

the same office on a daily basis.

Respondents regularly pointed out that the basis of ethical behavior is personal belief and
not a written code of conduct. As one representative from Case A (manufacturing)
explained:
“We do not have a written ethical policy, but everyone knows what is
right and wrong in how we treat customers and partners.”
Similarly, Case E (consultancy) noted:
“Our operations are built on equality and inclusion - these are not
just goals but the reasons the company exists in the first place.”
The code of ethics was outlined as a logical continuation of Finnish business values, which
include transparency, honesty, and fairness. A respondent from Case C (accounting)

emphasized this link:
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“Integrity and trust are everything in our field. Once lost, they cannot
be regained, so we make sure every client interaction reflects our
values.”

For smaller firms like Case B (IT services), the founder’s personal values strongly shaped
the company’s ethical outlook:
“We have a simple rule - do the right thing, even if it costs us a deal.
1t’s better to lose a client than to lose our reputation.”
These reactions indicate that ethics are personal and strategic at the same time, moral
conviction and the long term trust-building mechanism in global markets. This result is
consistent with the claim by Spence (2016) that SME ethics tend to be value-based, but not

formalized structurally.

Altogether, the ethical consciousness of these Finnish SMEs is internalized, instinctive, and
identity-oriented. It is the moral compass that affects other strategy choices covered in

subsequent themes, such as stakeholder relations and sustainability integration.

4.1.2 Institutional and Regulatory Adaptations

Theme 2 demonstrates that an organization is passing through an evolving pavement of
regulations and conventions and can adjust itself without dropping its own ethical grounds.
The various regulatory environments in foreign countries might alter its form and course,

but the firm views them as guides on its path and not as an excuse to abandon its core values.

To most of the SMEs, compliance did not seem like a liability but rather as the need to
maintain legitimacy in foreign countries. As the representative from Case D (green
technology) explained:

“Operating in several countries requires us to stay up to date on

environmental legislation, energy sourcing rules, and data protection
laws. It’s demanding but essential for our credibility.”

Similarly, the respondent from Case A (manufacturing) described the challenge of
maintaining consistent ethical standards across diverse regulatory environments:
“We export to regions where sustainability rules are less strict, but

we follow the same standards we apply in Finland — it’s how we
maintain quality and integrity.”
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Case C (accounting) highlighted the complexity of balancing home-country and host-
country regulations, particularly regarding transparency and reporting obligations:
“Every country has its own financial reporting requirements, but our

approach is to exceed the minimum. We aim to ensure compliance
with both Finnish and EU ethical standards, even if it takes extra

effort.”
These are demonstrations of an institutional commitment - companies prefer to stick to their
home-country ethical standards instead of reducing them to suit less ethically-challenging
situations. This practice endorses the idea of institutional duality proposed by Kostova and
Zaheer (1999) whereby organizations use all means to ensure that they are legitimate both

in the country of origin and in the host country.

Further, respondents observed that institutional adaptation is beyond regulatory compliance.
It also involves training to maneuver through the culture and informal business operations.
The representative from Case E (consultancy) reflected on this by saying:

“When working internationally, cultural differences matter as

much as legal rules. We have to adapt our communication and
expectations without compromising our values.”

In general, Finnish SMEs in the research exhibit a proactive stance in terms of adapting to
the institution. They are not only responsive to the foreign rules but they are proactive to
adjust their international strategies according to the wider principles of ethical consistency,
compliance, and legitimacy. This orientation helps strengthen their image of responsible and

trustworthy participants of the world market, even though they have limited resources.

4.1.3 Stakeholder Pressure and Reputation Management

Theme 3 describes the characters of stakeholders as very alert guardians who shape decisions
of a company by their demand of transparency and reliability. Reputation becomes some
form of a passport which only allows access to the world markets provided that the firm
manages to keep the trustworthiness very close. The respondent from Case B (IT services)
explained this connection clearly:

“Many of our clients require us to show how we handle data

ethically. We must follow EU privacy standards even when our
projects are outside the EU, otherwise we risk losing business.”



62

Similarly, Case C (accounting) highlighted that stakeholder trust is a prerequisite for their
business relationships:
“Clients expect complete transparency — they want to know that

our operations are clean and our reporting is honest. A single
mistake could harm our reputation internationally.”

For Case D (green technology), sustainability and stakeholder trust were described as
inseparable:
“Our customers choose us because we are open about how our

servers are powered by renewable energy. Ethical operations are
part of our brand promise.”

Some companies also observed that the level of stakeholder attention is increasing
particularly among foreign collaborators and institutional customers who desire quantifiable
sustainability outcomes. The respondent from Case A (manufacturing) remarked:

“Buyers from larger corporations now ask about our

environmental certifications and worker conditions — these
questions didn’t come up 10 years ago.”

Stakeholder pressure is a motivating as well as protective factor. Although it exerts pressure
on SME:s to stay on top of ethical practices, it further strengthens the strategic perception
that reputation is a kind of non-financial capital critical in international competitiveness. As
Case E (consultancy) described:

“Reputation is everything for a small firm like ours. We can’t

compete on price with big companies, so we compete on trust and
ethical credibility.”

This pattern is consistent with Freeman (1984) stakeholder theory that argues the survival
and success of companies depend on their capability to manage the expectations of the
different stakeholders. It is through ethical consistency that SMEs can maintain a balance of
their relationships with stakeholders because these relationships are usually personal and

long-term.

In summary, stakeholder expectations operate as a powerful driver of ethical behavior among
Finnish SMEs. For these companies, their reputations are not simply seen as the result of
good ethics; rather, they are considered as strategic assets that support international

collaborations and market access.
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4.1.4 Sustainability as a Strategic Imperative

Theme 4 positions sustainability at the very center of a long-term business plan, instead of
it being considered a short-lived trend. Even small firms view environmental responsibility

has become one of their key factors in their ability to compete and their subsequent growth.

For example, the respondent from Case D (green technology) described sustainability as
intrinsic to their operational philosophy:
“Our entire business model is built on sustainability. All our
hosting operations use 100% renewable energy, and we

continuously monitor our carbon footprint. This is what
differentiates us in international markets.”

Similarly, Case A (manufacturing) emphasized that for being environmentally effective,
productivity and innovation is important:
“Reducing waste and energy consumption isn’t only good for the

environment — it lowers our production costs and shows
customers that we 're serious about responsibility.”

In the service-oriented sector, Case E (consultancy) connected sustainability to social
inclusion and equality, reflecting the broader social dimension of sustainable development:
“Our idea of sustainability is not only environmental.
Accessibility and inclusion are equally important — we help

clients understand that ethical business means everyone should
have equal access to services.”

Case B (IT services) reveals that global customers highly appreciate the environmental and
ethical commitment in their digital supply chains.:
“We’ve seen that customers prefer working with partners who

care about data privacy and energy-efficient technologies. It’s
becoming part of how clients assess our professionalism.”

These reflections reveal that sustainability is evolving, where it changes from an operational
add-on to a competitive differentiator. By integrating sustainability into their brand and
strategy, SMEs gain legitimacy in global markets but also are in line with global frameworks

such as the European Green Deal and the UN Sustainable Development Goals (SDGs).

However, participants also acknowledged that sustainability requires continuous

commitment and adaptation. As the representative from Case C (accounting) explained:
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“We have started offering sustainability reporting services to
clients, which also pushes us to improve our own practices. It’s
a learning process.”

This finding suggests that Finnish SMEs are not taking view of ethical and environmental
responsibility as a burden, but rather as an opportunity for them to enhance their legitimacy
in international markets. Rather than seeing sustainability requirements as limitations, SMEs
see them as strategic assets that improve reputation, customer trust and long-term
competitiveness. This is consistent with stakeholder expectations in the sustainability-
oriented markets and represents how firms adjust their value proposition to ensure legitimacy
in the different institutional environments. In summary, sustainability is both a strategic
orientation and a moral commitment for the Finnish SMEs. Their focus on environmental
and social responsibility shows a rising maturity of combining ethical purpose with global

competitiveness.

4.1.5 Resource Constraints and Practical Challenges

Theme 5 follows the outline of the moments when the corporation's attempts at doing good
collides with the reality of a smaller budget and fewer people, thus disclosing how morally
motivated actions can be weakened by the restriction of the practical side. They are an entity
struggling with co-existence of its principles and need to sustain the business, hence making

an effort to shine the candle of accountability even in time of scarcity.
The respondent from Case B (IT services) candidly reflected on this matter:

“We are a small team, and everyone already wears multiple hats.
We try to act responsibly, but setting up a formal CSR framework
would take time and money we simply don’t have.”

Similarly, Case C (accounting) described how shortages of resources make it difficult to
adopt sustainability approaches:
“We do not have a dedicated sustainability officer. These

responsibilities are shared among management and employees
when possible, but it’s not structured like in larger firms.”

For Case A (manufacturing), financial constraints often intersect with operational

challenges:
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“Complying with international environmental standards can be
expensive, especially when the client does not directly require it.
Sometimes we have to balance ideals with what is realistically
possible.”

These reactions demonstrate that the SMEs have a most practical approach in which they

state that they try to maintain a high moral level of conduct but on the other hand they must

adapt their ambitions to operational realities. As Case D (green technology) explained:
“We want to expand our sustainability initiatives further, but

with our current size, we have to prioritize actions that make the
biggest difference first.”

Such statements correspond to the results of Baumann-Pauly et al. (2013), who found that
smaller companies generally do not use ethical and CSR practices through formalized
systems but rather adopt them in informal, deeply embedded practices. This informality,
however, should not be interpreted as a lack of ethical commitment; instead, it points to the
responsive and flexible character of SME ethics. Besides that, the data revealed that the
problem is not with awareness and motivation, but the constraints are mainly structural. As
Case E (consultancy) observed:

“We are fully committed to accessibility and equality, but scaling

our model internationally requires funding and time we currently
don’t have.”

Instead of Finland's SMEs looking for formal mechanisms, they compensate with creativity,
improvisation, and strong moral leadership. This strengthens the idea that ethical
responsibility in SMEs is mostly a matter of the circumstances in which they thrive and not
a problem that they face. Overall, Finnish SMEs appear to be very much driven by values
but their approach to sustainability and ethics is somewhat limited due to their lack of

resources.

4.1.6 Learning, Collaboration, and Future Orientation

In theme 6, these companies are widening by exploring the outside and perceiving
collaboration as an incessant stream that elevates their activities to a more developed and
ethical level. Their goals align with their associations, thereby revealing a progressive

mindset that refuses to be stagnant.
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For instance, the respondent from Case D (green technology) stated that working together
internationally is a key mechanism for the enhancement of progress:
“We constantly exchange ideas with our international partners

about green practices and renewable energy solutions. That’s
how we stay current and competitive.”

Similarly, Case E (consultancy) shows in what way collaborative learning can lead to social
impact scaling:
“Our goal is to expand our Accessibility Index globally. We're
building networks with equality organizations and universities

abroad to improve the model and ensure it fits different cultural
contexts.”

Case A (manufacturing) linked learning to practical experience in international markets:
“Every new market teaches us something about how people

define ethics or sustainability differently. We adapt our approach
as we go, but our principles remain the same.”

These narratives indicate that SME rely heavily on learning-by-doing and experientially
adapting, which is in line with Johanson and Vahlne's (2009) revised Uppsala model of

internationalization that puts knowledge accumulation as a key factor of global expansion.

Some of the respondents have also mentioned that they rely on peer networks, industry
associations, and customer feedback, to a great extent, for defining and improving the ethics
of their business. As the representative from Case C (accounting) remarked:

“We’ve learned a lot from client expectations. The demand for

sustainability reporting, for example, pushed us to improve our
own internal procedures.”

This collaborative learning practice mirrors a rising ecosystem where Finnish SMEs regard
ethics and sustainability as joint, rather than separate, responsibilities. As Case B (IT
services) noted:

“We're small, so we can’t change the world alone. But by

sharing best practices with partners and clients, we make
progress together.”

Collectively, these responses describe Finnish SMEs as adaptive and forward looking, and
continually correcting their understanding of ethical business through collaboration,
reflection and practical experimentation. Their approach provides proof of a form of

institutional learning - in which ethical and sustainable practices develop through a process
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of accumulated experience and inter-organizational dialogue, rather than through formalized

training or strict policy frameworks.

In essence, Finnish SMEs display ethical agility by showing responsible practices with
stakeholders while being anchored to their core values. Such revelation on the one hand
supports their strength in different markets, and on the other it identifies them as part of the

global ethical and sustainable discourse.

4.2 Summary of findings

A summary of the findings is provided below, followed by the second-order themes

identified through the analytical process.

The first theme, Ethical Awareness and Personal Values, revealed that, to a large extent,
ethics are considered to be mainly value-driven concepts rather than ones that are derived
from formal codes. The impact of leadership and the founding figure is emphasized as the
main factor, which determines not only the direction, but also the character of the
organization's ethical practices that are perceived both as its obligations of a moral nature
and as valuable strategic resources. Respondents often communicated the view that doing
ethically "even when no one is watching" is the way that trust and credibility are created,

thus constituting the ethical basis from which all other business activities extend.

The second theme, Institutional and Regulatory Adaptation, focused on the fact that Finnish
SMEs ethically consistent in the general sense of the term, were willing to adapt to the
different foreign regulations and cultural expectations. Companies stated that they follow
the standards of Finland and the EU even if the rules of the country are less strict, thus they
put a strong emphasis on their loyalty to institutional legitimacy and ethical coherence in

various markets.

The third theme, Stakeholder Pressure and Reputation Management, disclosed that SMEs
are very sensitive to the increasing scrutiny by clients, partners, and regulators. For these
companies, reputation is not a secondary result but rather a strategic resource that has to be
safeguarded by moral transparency and giving an account. The demands made by
stakeholders to firms thus serve as a vehicle for the implementation of responsible

international behavior, and also as an effect of such behavior.
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The fourth theme, Sustainability as a Strategic Imperative, revealed that one of the main
competitive advantages is the integration of social and environmental responsibility into
business. Several companies talked about sustainability as their core identity, which was in
line with the global standards such as the European Green Deal and the UN Sustainable
Development Goals (SDGs). In this way, sustainability is being reshaped as a dual driver —
on the one hand, an ethical obligation and, on the other, a distinctive strategy in the global

markets.

The fifth theme, Resources Constraints and Practical Challenges, identified that there are
cases where the ethical and sustainability goals of SMEs have been restrained by their size,
capacity, and lack of funds. However, these limitations do not stop the progress but rather
they stimulate creativity and flexibility. A lot of SMEs make up for their resource scarcity
by internalizing morally upright conduct at an informal level and using the good

relationships that are a characteristic of smaller firms to continue responsible practices.

Eventually, the sixth theme, Learning, Collaboration, and Future Orientation, emphasized
the morally dynamic and changing nature of SMEs. Companies learn as a result of their
global experience, the collaboration with partners, and interaction with stakeholders. Their
method is consistent with the learning-by-doing rationale referred to in the theory of
internationalization, which implies that knowledge and ethical skills mature gradually in

an ongoing process.

Overall, the results communicate that Finnish SMEs mostly use a mix of the three
approaches: conviction, compliance, and collaboration, as ways of coping with ethical and
sustainability challenges when they are working abroad. Their ethical stance is strongly
grounded in their personal lives; however, they are also smart enough to use it for
maintaining their legitimacy while dealing with different kinds of institutions. Despite the
fact that they still have limitations at a structural level, these SMEs are able to demonstrate
a particular type of ethical agility — the ability to behave ethically, adjust efficiently, and
keep learning when confronted with global complexity. Below in Table 4, there is a
comparative summary to show how the five case companies differ in key dimensions

(international experience, size, industry, etc).
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Dimension / Case A Case B Case C Case D CaseE
Theme (Manufacturing) (Service-based Tech) (Accounting) (IT Solutions) (Consultancy)
Ethical Ethics embedded in  Ethical choices driven = Strong adherence Decisions guided Ethical decisions

Awareness & operational safety by client trust and to accounting by data privacy guided by project
Decision- and compliance; service integrity. ethics and and client transparency and
Making decisions influenced transparency confidentiality. fair client
by industrial norms. treatment.
standards.
Stakeholder Prioritizes long-term Close customer Client and Focus on user Multi-stakeholder
Engagement supplier and client interaction and regulator relations satisfaction and collaboration key
relationships; employee welfare shape ethical community for trust-building
stakeholder seen as ethical conduct. feedback loops. in projects.
feedback integrated priorities.

into production.

Institutional and Faces institutional Adjusts service Adapts to varying Navigates Adapts project
Cultural barriers in export offerings to meet tax and reporting institutional gaps management
Adaptation markets; adapts host-country norms. regulations across by emphasizing styles to
through local borders. data security international
partnerships. compliance. clients’ cultural

expectations.

Sustainability Emphasis on Focus on social Economic Integrates

Balances
Orientation environmental sustainability and sustainability environmental economic and
impact reduction employee well-being. prioritized via efficiency in tech social
and material compliance and solutions. sustainability via
efficiency client trust. ethical consulting
practices.
Communication Limited due to Limited due to Moderate—uses Minimal— High awareness—
and Language industrial nature; industrial nature; standardized operates largely in adjusts
Barriers relies on technical relies on technical financial English with global communication
documentation. documentation. terminology. clients. style per client
region.
Ethics for Ethical branding Ethics used as Ethical compliance  Ethical compliance Legitimacy
Competitiveness improves global marketing advantage ensures market ensures market maintained
and Legitimacy legitimacy; to build credibility. trust. trust. through
certifications used transparent

strategically. contracts and fair

practice.

Table 4 — Cross-case comparison

The cross-case comparison points to the fact that all five SMEs have a strong ethical basis
in common, however, each of them is different in their ways of carrying out the practices of
ethical and sustainable development that reflect the type of industry, market exposure, and

the nature of the operation. (Case A) demonstrates a compliance- and safety-driven ethical
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orientation, emphasizing environmental efficiency as part of its sustainability strategy. (Case
B) and (Case E) prioritize relational ethics—trust, transparency, and social responsibility—
as key tools for competitiveness in service markets. In contrast, (Case C) aligns ethics with
professional standards and economic sustainability, treating regulatory compliance as both
a moral and strategic necessity. (Case D) stands out for integrating ethical data practices and

technological sustainability as part of its innovation strategy.

The results, taken as a whole, demonstrate that the ethical commitment plays different
strategic roles in the various sectors of the economy: it is used as a tool to gain legitimacy in
the manufacturing industry, as a driver to fuel relationships in the services industry, and as

a mechanism for compliance in the accounting sector.

Collectively, these results indicate a new trend of behavior of Finnish SMEs, where they
handle morally complex situations by equally relying on their belief, following rules and
working together. The revelations serve as a basis for the next chapter of the dissertation,

which involves relating to the theoretical framework and research sub-questions.
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5 Discussion

This chapter discusses, how the results answer the research sub-questions, and connects the
themes to the study’s theoretical framework. The analysis is based on a multiple-case
exploration of Finnish SMEs operating internationally and therefore reflects the specific
characteristics of small firms emerging from a highly institutionalized and sustainability-
oriented national context. As a qualitative study with a limited number of cases, the findings
are not intended to be generalised, but rather to offer theoretically informed insights into
how Finnish SMEs navigate ethical challenges in the context of sustainable
internationalisation. And at the end of this chapter, an integrated model developed from the

empirical findings is presented.

5.1 Types of ethical challenges Finnish SMEs do encounter

The findings show that Finnish SMEs encounter ethical challenges that arise primarily from
institutional distance, stakeholder expectations, and liability of foreignness. Firstly,
fluctuations in the regulation of enforcement, changes in the law, and differences in culture
lead to the existence of morally questionable situations that cannot be clearly defined in the
countries where the companies operate. Firms face contexts where sustainability regulations
are weaker, transparency norms differ, or informal practices such as facilitation payments
are more tolerated (Kostova & Zaheer, 1999; Meyer & Peng, 2016). These institutional
differences generate dilemmas regarding labour standards, environmental practice, data
privacy, and accessibility norms—areas where Finnish ethical expectations are

comparatively stricter (Greenwood et al., 2017).

Secondly, SMEs experience stakeholder conflicts, particularly when host-country
expectations differ from Finnish values. In many instances, internationally based consumers
require that the producers provide certifications (as an example ISO standards) or that they
show the implementation of sustainable practices, on the other hand, local business partners
may abide by less strict moral standards. As per Stakeholder Theory these conflicting
pressures generate moral tensions which SMEs must get through to preserve their legitimacy

(Freeman et al., 2010).
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Thirdly, SMEs encounter such cultural and normative differences that these differences
complicate the ethical judgement of SMEs. Different ways of understanding fairness,
inclusion, transparency, or accessibility can result in misunderstandings or in being under
the pressure of conforming to such practices which go against Finnish norms.. These
challenges reflect the Liability of Foreignness, where firms lack embeddedness in local

moral frameworks and therefore encounter higher risks of misalignment (Zaheer, 1995).

Overall, the ethical challenges observed arise from the intersection of institutional
inconsistency, stakeholder demands, and the legitimacy deficit SMEs face as foreign

entrants.

5.2 Respond to these challenges and integrate ethical considerations into

international markets.

Finnish SMEs respond by combining values-driven decision-making, selective institutional
adaptation, trust-building mechanisms, and strategic sustainability integration. These

responses map directly onto the theoretical synthesis.

Firstly, SMEs depend a lot on their inner values and ethical identity which most likely would
be the influence of the founders or the organisational culture. Consistent with Spence (2016),
ethics are intuitive and identity-based rather than formalised. Internal moral compass guides
SMEs in behaving uniformly in different markets and thus it supports Stakeholder Theory's

focus on the commitment of the firm and its ethical legitimacy (Freeman et al., 2010).

Second, SMEs strategically choose to adapt their institutions, they learn the local regulations
but still keep the ethical standards of the home country. Companies become familiar with
the rules and customs of the place but they do not give up their fundamental principles like
honesty or equal rights. This approach aligns with Institutional Theory, as firms navigate
competing institutional logics while preserving legitimacy at home and abroad (Greenwood

etal., 2017).

Third, SMEs reduce the risk of being at a disadvantage due to their foreignness in the market
by incorporating transparency, honesty, and ethical branding as trust-building instruments.
The majority of the instances have pointed out that moral behavior could be a winning factor

as well as a way of lessening the unknown in the markets of other countries.This corresponds



73

with LOF theory, as firms actively construct legitimacy to compensate for their lack of local

embeddedness (Zaheer, 1995).

Finally, many SMEs integrate sustainability as part of their strategic identity rather than as
external pressure. Sustainability is integral to product design, service delivery, and brand
positioning. It is a reflection of institutional and stakeholder pressures for responsible

business, but it also acts as a point of differentiation in international markets.

Thus, SMEs do not react in a way where ethics are separated from strategy, instead they

incorporate ethical considerations in the very core of their internationalization processes.

5.3 Internal and external factors influence how Finnish SMEs respond to ethical

challenges in international markets

The response of Finnish SMEs is shaped by both internal capabilities and values and external

institutional and stakeholder pressures.

Internally, SMEs rely on a powerful ethical identity based on founder values, organisational
culture and more general moral orientation typical of Finnish business norms. These internal
orientations serve as decision making anchor points to guide the firm's reaction to difficult
situations as well as maintaining consistency across borders. This is consistent with
Stakeholder Theory which emphasizes the role of normative commitments in shaping
organisational behaviour (Freeman et al., 2010) and research connecting SME ethics being

value driven in nature (Spence, 2016)

Externally, the ethical pressure from these institutions is not only felt by SMEs but also their
response is highly influenced by the institutions in their host country. Where regulatory
frameworks are different or weak enforcement is practiced, an ethical navigation is more
complicated (Meyer & Peng, 2016; Greenwood et al., 2017). Institutional distance, therefore,
determines the degree to which firms will have to engage in adaptation or resist those

practices which go against their values.

External factors also cover the pressure of stakeholders, client regulators and international
partners, who are always looking for more transparency, certifications, or sustainability
reports. These forces reinforce ethical conduct and push SMEs to formalise or strengthen

their responsible practices.
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Additionally, the liability of foreignness moderates response capacity. SMEs with fewer
resources and less foreign experience rely heavily on trust-building, collaboration, and
transparency to offset the legitimacy challenges they face (Zaheer, 1995). In this context,
learning-by-doing becomes an important mechanism for developing ethical judgement over

time, consistent with experiential learning perspectives (Johanson & Vahlne, 2009).

Together, these internal and external factors altogether form a dynamic environment where
SMEs are in a continuous process of negotiation between their values, limitations of
resources, and institutional requirements. The way they react is a developing process of their
ethical capacity which is co-determined by the firm's identity and the demands of the

surroundings where they are working.

5.4 Integrated model

The model builds on three existing theories—stakeholder theory, institutional theory, and
the liability of foreignness—while integrating the six key themes emerging from the data. It
illustrates how the ethical and challenges that SMEs face (inputs) lead to the implementation
of particular SME response mechanisms (processes), which are influenced by resource
limitations and trade-offs, finally resulting in the strategic and ethical performance that can
be observed. The integrated model therefore provides a holistic explanation of fow and why
Finnish SMEs interpret, manage, and learn from ethical tensions abroad, offering both

conceptual clarity and practical value for understanding responsible SME

internationalization.
Process
SME Response Mechanisms
Input * Value-driven leadership
Ethical Challenges Abroad (Internal) Output
* Selective institutional adaptation Ethical navigation
» Institutional distance - (EXtern?I) . . -
- Stakeholder expectation * LOF mitigating strategies = Ethical reputation
& conflicts * Strategic sustainability « Sustainable competitiveness
* Cultural differences = Institutional learning
* LOF pressure
(constraints)
+ Limited resource
= Ethical trade-off

Figure 7 — Integrated model
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The integrated model (Figure 7) illustrates how Finnish SMEs navigate ethical and
sustainability-related challenges when operating abroad by connecting the inputs they face,
the mechanisms they employ, the constraints that shape their actions, and the outcomes that
emerge. Ethical dilemmas are mainly caused by elements such as the distance between
institutions, conflicts among stakeholders, and differences in cultural values—i.e., situations
where companies are operating with less rigorous controls but they are faced with quite
different, even conflicting, expectations and rules of conduct, which are very different from
the ones widely accepted in Finland in terms of fairness and transparency. As a reaction,
SMEs approach four interdependent processes: value-driven decisions based on powerful
internal ethics and founder-led principles; selective institutional adjustment, which enables
firms to comply with host-country regulations without compromising core values; the
practices that cushion the liability of foreignness, through the deployment of transparency,
trust-building, and relational networks; and the strategic incorporation of sustainability into

the business models as a competitive and a moral necessity.

Despite their limitations, SMEs are able to deliver genuine performance: they maintain and
authenticate their ethical selves in foreign markets, they use their ethical and sustainability
commitments as a means of obtaining reputational and competitive advantage, and they
acquire institutional and sustainability-related competencies step by step through continuous
learning. Collectively, the model demonstrates how ethical navigation becomes both a

strategic and adaptive process within the broader context of sustainable internationalization.
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6 Conclusion

In this chapter, the study wraps up by summarizing the key results in connection with the
research question 'How do Finnish SMEs handle ethical dilemmas when going beyond their
domestic markets in a sustainable way?' Besides that, it points out the theoretical and
practical consequences, describes the investigation's restrictions, and presents ideas for

further investigation.

Moreover, the sub-questions supporting the primary research question were answered in the
previous chapter, and the primary research question is provided with an answer in this

chapter

6.1 How do Finnish SMEs navigate ethical challenges in the context of

sustainable internationalization?

Ethics concerns are emerging as a major aspect of international expansion of SMEs,
particularly in the nations where trust, sustainability, and transparency are strongly held.
Nevertheless, we do not know very much how SMEs address these ethical issues in real-life
contexts when they are operating in other institutional environments. This research was
intended to have a deeper insight into how Finnish SMEs address ethical issues when going
international in a sustainable manner and what affects their reactions. The study is
worthwhile to both researchers and practitioners through its emphasis on a particular
empirical context and reliance on the insights of the stakeholder theory, institutional theory,

and the concept of liability of foreignness.

The study is based on the in-depth qualitative analysis of five Finnish SMEs, which have
been operating in various service and technology industries. These companies provided a
comprehensive information about their ethical perspective, their presence in other markets,
and how they manage uncertain institutional environment and different expectations of the
stakeholders in foreign markets. In line with the existing literature on SME and ethics, the
results show that Finnish SMEs are greatly dependent on intuitive-based ethical decision-

making which is value-based but, the analysis goes a notch further to illustrate the interplay
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between these internal moral bases and external institutional forces and limitations that are

inherent to small firms.

The paper reveals that Finnish SMEs manage ethical issues based on their core values,
adjusting to the local institutions when it is needed, incorporating sustainability into their
strategies, and implementing actions to mitigate the liability of foreignness. All these put
together form a regular pattern of response, which assists them in upholding their ethics since
they are operating internationally. The theory-finding synthesis shows that ethical navigation
does not occur in a linear and unchanging process. Rather it is acquired through a process of
on-going interplay between the values held by the firm, the expectations of the stakeholders,

the institutional environment it is situated in, and the constraints of its available resources.

The results indicate that ethical behaviour during internationalisation is determined by
various factors. To start with, personal values and identity of the leader will act as a minimum
compass, as they will help keep the principles of honesty, fairness, and transparency strong
in the foreign markets. Second, the foreign institutional differences compel SMEs to change
their practices, although they do not sacrifice their fundamental ethical principles. Third,
those of the stakeholders, in particular, the European clients and the regulators, require SMEs
to institutionalise sustainability measures and enhance transparency. Fourth, there are
resource limitations to the extent of development of ethical and sustainability systems by the
SMEs, but the limitations drive them to become innovative, informal and relationship-based.
Finally, experience acquired in the context of international activity and cooperation enhances
the ethical potential of SMEs in the long run, which results in a more active and dynamic

concept of responsible business.

According to the findings made with the help of the theoretical framework, the synthesis of
ethical navigation is influenced by outside pressures as well as inside beliefs. The
relationality of ethical expectations is attributed to the stakeholder theory, the impact of
different regulatory and cultural settings is described by institutional theory, and the liability
of foreignness explains the increased risks and legitimacy threats faced by SMEs abroad. All
these lenses prove that Finnish SMEs do not follow the rules and respond to the external
pressure only. They are highly implicated in the process, to comprehend, bargain and reform

moral standards in various countries to maintain them as legal and as a competitive entity.
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On the whole, the paper has shown that ethical navigation of the internationalisation of
Finnish SMEs is a complex, adaptive and value-grounded process. The conceptual
framework of this research, the integrated model, can be used to understand the aspects of
conviction, compliance, and continuous learning and the way that the three components
mutually sustain each other to eventually result in responsible internationalisation practices.
The paper contributes to the academic discussion concerning SME ethics and sustainability
and, at the same time, it serves as a source of practical recommendations to companies that

are seeking to expand their ability to deal with ethical issues in foreign markets.

6.2 Theoretical & practical implications

The research contributes a number of theoretical and practical implications on the growing
body of literature on SME ethics and responsible internationalisation. It provides a better
understanding of the processes that govern ethical decision-making in the framework of
sustainable internationalization by addressing how Finnish SMEs perceive and react to
ethical issues in the foreign market. The combined findings indicate ethical issues the SMEs
face in the overseas markets and internal values, institutional pressures, and expectations of
the stakeholders that impact the behaviour of the SMEs. The study contributes to the research
body through applying the stakeholder theory, institutional theory and the concept of liability
of foreignness to demonstrate how these three approaches can be used collectively to

understand the ethical decision-making process by the SME:s.

The thesis constructs a compounded view that incorporates the stakeholder theory,
institutional theory, and the liability of foreignness to examine the issue of ethical issues in
the internationalization of SMEs. Through the synthesis of these frameworks, the analysis is
able to explain how not only the emergence of ethical dilemmas occurs (institutional
distance, legitimacy pressures, foreignness constraints), but how the SMEs can address them
by engaging stakeholders, applying values-oriented decision-making, or devising adaptive
strategies. This combined approach enhances the existing theory by connecting ethical
behavior and internationalization dynamics a connection that has remained largely

unexplored.

The research is an important addition to the body of existing literature and gives a new

empirical data on ethical dilemmas experienced by Finnish SMEs in their foreign business
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activities. The results of this qualitative case study research assist in comprehending the
specific types of ethical dilemma encountered by SMEs in foreign states, the internal or
external influences that influence the way SMEs react and the ways SMEs retain, alter or
manage to the foreign institutional pressures. These results have rarely been identified in the
past studies that tend to focus on large companies or non-Nordic settings. Accordingly, this
dissertation is one of the few empirical examples of how SMEs with high-trust,
environmentally friendly background handle ethical dilemmas across various markets in the

world.

In terms of management, the research provides managers of SMEs with valuable advice on
how to incorporate ethical and sustainability-oriented practices in their international
expansion. The synthesized model that is based upon the results assists the firms to work
through the ethical issues, adapt to various offerings of the institution, and leverage upon
values-based leadership as a competitive edge. By doing so, the research will add to the
scholarly knowledge but will also have a practical role in the responsible SME

internationalization.

The findings of the study have a practical application to SME administrators, government
authorities, and assisting organizations. To begin with, the findings provide specific
suggestions to the practitioners that the ethical risks can be detected, moral dilemmas can be
managed, and moral uprightness can be maintained in the challenging institutional settings.
Second, to the local government officials and organizations such as Business Finland, the
research will be a source of information on the type of support that SMEs would be capable
of to internationalize in a socially responsible manner. Such assistance comes with the
assistance in addressing the risk of corruption, institutional disparities, and sustainability
needs. Lastly, the findings are also used as information source of training and coaching

programs which are designed towards responsible internationalization.

6.3 Limitations

This study has several limitations that should be kept in mind when considering the results.
First, the empirical evidence comes from a small set of Finnish SMEs, which limits how far
the findings can be generalised to other types of organisations or national settings. Although

the cases offer valuable insight into how SMEs navigate ethical issues during
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internationalisation, firms in other industries, larger companies, or businesses operating in
countries with different institutional conditions may encounter ethical challenges in different

ways.

Secondly, the study mainly depended on the answers to a written questionnaire and did not
conduct in-depth face-to-face interviews. While the written responses provided the
participants with an opportunity to think about their experiences carefully, this method may
limit the richness of the data and reduce the possibilities of asking follow-up questions or
getting a deeper insight into the newly identified themes. The lack of live interaction might
also have limited the researcher's ability to identify the non-verbal cues or get clarifications

for those parts of a statement, which are typically very helpful in qualitative research.

Third, the sample was composed only of those SMEs that are already involved in
international activities. This excludes firms that might not internationalise-or might not enter
some markets-because of ethical issues, capacity constraints, or institutional risks.
Consequently, the results are representative of those SMEs that have survived in the
international environments and not those that are domestic or selectively internationalise

with considerations of ethical judgments.

Lastly, the research is located fully in the Finnish context which is typified by high levels of
institutional trust, robust regulatory conditions, and a national focus on transparency and
sustainability. Such contextual factors can affect the type of ethical issues that SMEs
encounter, as well as the methods that they employ to deal with them. Further studies can be
based on this by making cross-country comparisons, implementing longitudinal studies to
follow SMEs through the years or incorporating the views of international partners,
customers, or regulators. These methods would provide a more in-depth insight into ways

SMEs overcome ethical challenges during internationalization.

6.4 Recommendations for Future Research

Future investigations could examine how other cultural and institutional groups tackle
ethical dilemmas and therefore provide comparative evidence of how ethical issues are
managed within different environments. Although this study indicates how the high-trust

and sustainability-focused environment of Finland processes ethical dilemmas, there is the
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possibility that other countries with less regulatory frameworks, different cultures, or even
lower ethical standards have a different way of dealing with ethical issues. Comparative
studies between Nordic and wider European and emerging-market SMEs would assist in
clarifying the role of national context in the nature of ethical challenge that firms have to

deal with and how they go about doing so.

Further research can also examine the progress of the ethical capability over time as
companies gain more international experience. The longitudinal viewpoint would be helpful
in understanding how the SMEs become less reliant on intuitive and founder-driven ethics
and how the learning-by-doing influences the ethics routine over a long period. The insight
into this developing process would give a better understanding of the dynamics of the

institutional learning and capability building outlined in the current investigation.

Additional studies could also explore how technological solutions like digital compliance
solutions, supply-chain transparency solutions, Al-based due diligence or sustainability
reporting software facilitate or hinder ethical behaviour among resource-constrained SMEs.
Since the trend of digitalisation is increasingly becoming a part of international operations,

the analysis of its ethical consequences might be an effective addition of a modern layer.

Eventually, subsequent investigations might also include views of different stakeholders, for
instance, foreign partners, clients, regulators, or NGOs, in order to illuminate the ethical
conflicts arising from cross-border operations more deeply. Multi-stakeholder approaches of
this kind would reveal not only the ways in which the opponents' or supporters' expectations
clash or coincide across different contexts but also how SMEs deal with these pressures on-
ground. Collectively, these research paths would broaden the theory and its application by
revealing how SMEs manage to remain socially and morally responsible in the international

market.
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Appendix 1. Survey Questionnaire

Section 1 — Background Information

Your name & your position

Number of employees & Yearly Revenue

Can you briefly describe your company and its (international) operations (e.g. industry,
markets, scale of expansion)?

What motivated your firm to internationalize?

When did your company begin its internationalization efforts?

Section 2 — Ethical and sustainability challenges

What kinds of ethical challenges has your company encountered in foreign markets (e.g.
corruption, labor practices, environmental compliance)?

Have you faced any culturally specific ethical dilemmas? If so, can you provide examples?
Are there differences in stakeholder expectations between Finland and the international
markets you operate in?

Section 3 — Responses and strategies

What might be the company's overall CSR strategy/perspective towards sustainable
business?

How does your company approach and address these ethical or sustainability challenges
abroad? (optional)

If so, what kind of internal policies or values guide your decision-making in these
situations?

Have you adapted your sustainability or CSR strategies to fit the local context? If yes, how?
Can you describe any partnerships or local collaborations that have helped you maintain
responsible practices?

Section 4 — Influencing factors

What role do external factors (e.g. local regulations, industry standards, EU policies like the
Green Deal) play in your sustainability efforts abroad?

What are the EU CSRD requirements?

What internal capabilities or constraints (e.g. resources, staff expertise) impact your ethical
decision-making abroad?

Section 5 — Institutional support and policy

Has your company received any support or guidance from Finnish institutions (e.g. Business
Finland, Ministry for Foreign Affairs) related to responsible internationalization?
How helpful have these supports been in practice?

Section 6 — Reflection and Future outlook

Looking back, what would you do differently in terms of managing ethical or sustainability
challenges during internationalization?

What advice would you give to other Finnish SMEs preparing to expand internationally with
sustainability in mind?



