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SME Networks and International Performance:
Unweiling the Significance of Foreign Market Entry
Mode

by Maria-Cristina Stoian, Josep Rialp, and Pavlos Dimitratos

This study investigates the relevance of interovganizational networks for the international per-
Jormance of small and medium-sized enterprises (SMEs) in relation to the foreign market entry
mode (FMEM) selected. We distinguish two groups of internationalized SMEs: exporting firms and
micromultinational enterprises (mMNESs). Drawing on insights from the network theory, our study
accounts for the role of intermediate outcomes (innovative bebavior and foreign market knowl-
edge). Structural equation modeling is conducted in a sample of U.K.-based internationalized
SMEs. Our findings suggest that interorganizational networks have an indirect influence on inter-
national performance but differences are found among the two groups of internationalized SMEs.

Introduction

Interorganizational networks play an impor-
tant role in the internationalization of small and
medium-sized enterprises (SMEs) as acknowl-
edged widely by the international business liter-
ature (Chetty and Blankenburg Holm 2000;
Coviello 2006; Hilmersson and Jansson 2012;
Loane and Bell 2006). However, the way
interorganizational networks foster innovative
behavior and foreign market knowledge devel-
opment to affect international performance, as
well as the possible effect of the foreign market
entry mode (FMEM)' selected by the SME, rep-
resent gaps in our knowledge that deserve to be
further investigated. It may be that different
market entry modes dictate dissimilar network-

ing strategies, affecting innovative behavior and
foreign market knowledge differently.

The motivation behind the conduct of the
present study draws from the following reasons.
First, evidence on the direct influence of the use-
fulness of interorganizational networks for the
international performance of SMEs remains
scarce and yields mixed findings (Kenny and
Fahy 2011). Apart from a few notable exceptions,
which report a positive relationship with export
performance (Babakus, Yavas, and Haahti 20006;
Belso-Martinez 2006; Boehe 2013), most research
examining the impact of networks on (interna-
tional) performance was conducted mainly in
large firms (Gronum, Verreynne, and Kastelle
2012). Second, the role of interorganizational
networks for fostering innovative behavior
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(Lee et al. 2010; Van de Vrande et al. 2009) is
highlighted in the extant literature since partners
can provide access to critical resources required
for innovation (Colombo et al. 2012; Gronum,
Verreynne, and Kastelle 2012); however, the
bridging role of innovative behavior for achieving
increased (international) performance has
received limited research attention, particularly in
the SME context. Therefore, the link between
these constructs merits further examination
(Andersson, Evers, and Griot 2013; Gronum, Ver-
reynne, and Kastelle 2012; Hayter 2013). A few
earlier studies suggest that in order for networks
to be beneficial for firm (export/international)
performance they should be used for productive
means and highlight the existence of an indirect
relationship mediated by one or various interme-
diate outputs such as innovation (Gronum Ver-
reynne, and Kastelle 2012) and foreign market
knowledge (Haahti et al. 2005; Yli-Renko, Autio,
and Tontti 2002). Third, the importance of net-
works for enhancing foreign market knowledge
is well-documented (Chetty and Blankenburg
Holm 2000; Jonsson and Lindbergh 2010; Loane
and Bell 20006). Earlier studies suggest that in
order for networks to be beneficial for firm per-
formance they should be combined with foreign
market knowledge (Haahti et al. 2005; Zhou
2007; Zhou, Barnes, and Lu 2010). Yet, knowl-
edge deriving from network spillovers has often
been regarded as simply another resource with-
out considering its importance for innovation
(Hayter 2013). Fourth, interorganizational net-
works have been recognized to influence the
FMEM (Dimitratos et al. 2014; Johanson and
Valhne 2009; Prashantham 2011). Specifically,
networks are likely to determine whether a firm
participates in international operations solely by
exporting as opposed to engaging in more com-
mitted international activities such as interna-
tional  licensing/franchising/joint  ventures/
strategic alliances and/or setting up subsidiaries
abroad. SMEs have been increasingly reported to
engage in higher commitment FMEMs beyond
exporting (Dimitratos et al. 2003, 2014; Lu and
Beamish 2001, 2006; Prashantham 2011). These
SME:s, in spite of their innate resource constraints,
display an international behavior similar to that
of multinational companies; thus, they are coined
in the international business/international entre-
preneurship literature as micromultinational
enterprises (NMNEs) (Dimitratos et al. 2003). Pre-
vious contributions highlight the crucial impor-
tance of interorganizational networks for the
activities in which mMNEs are involved, namely
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international licensing, franchising, joint ven-
tures, strategic alliances, and establishing foreign
subsidiaries (Dimitratos et al. 2003, 2014; Pra-
shantham 2011). In fact, interorganizational net-
works are considered indispensable for mMNEs,
as resources may lie within the networks rather
than being directly owned by individual firms
(Dimitratos et al. 2003). Building on a recent
study by Dimitratos et al. (2014, p. 909) who note
that “active networking distinguishes the activ-
ities of mMNEs from those of exporting firms,”
we believe it is relevant to examine whether there
are significant differences in the way interorgani-
zational networks influence the international per-
formance of SMEs depending on the FMEM.

The aim of this study is, therefore, to investigate
the influence of interorganizational networks on
the international performance of SMEs taking into
account the role of innovative behavior and for-
eign market knowledge as intermediate outcomes.
Furthermore, we examine whether these relation-
ships differ for exporters and mMNEs. We do so
by analyzing a sample of U.K.-based SMEs with
international activity. For the purpose of this analy-
sis we take a dichotomous view on FMEM, notably
we consider exporters versus mMNEs. Our
approach draws on the network theory as a driver
of SME internationalization (Chetty and Blanken-
burg Holm 2000; Coviello 2006; Dimitratos et al.
2014; Hilmersson and Jansson 2012) for elaborat-
ing the conceptual framework of this paper.

This study contributes to the international
business literature by suggesting that interorgani-
zational networks have an indirect, rather than
direct, influence on international performance,
clearly pointing to the importance of utilizing net-
works in a proactive and productive manner for
attaining increased performance results. Net-
works affect innovative behavior and foreign
market knowledge, which, in turn, influence
international performance. We additionally iden-
tify and explain distinct network strategies that
firms follow according to the mode of the foreign
market entry. The importance of innovative
behavior and foreign market knowledge as inter-
mediate outcomes are highlighted according to
the mode of entering foreign markets. Thus, we
show that mMNEs follow different internationali-
zation mechanisms than exporting SMEs, alluding
to the different routes and organizational resour-
ces that the two categories of firms necessitate.

The reminder of the article is organized as
follows. We first elaborate on the research back-
ground of the study and present the theoretical
underpinnings; the research hypotheses and the
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research model are also proposed. Next, the
method and data collection procedures are
described. The empirical results are then pre-
sented. The penultimate section discusses the
findings. The implications for researchers and
practitioners as well as future research direc-
tions are explored in the concluding section.

Research Background and

Hypotheses Development

SMEs have long been acknowledged to suffer
from liabilities of smallness (Aldrich and Auster
1986) which place them in a difficult position for
obtaining critical resources, such as financial and
human capital as compared to larger counterparts;
and, liabilities of foreignness (Hymer 1976; Zaheer
1995) which suggest that when venturing abroad
firms are confronted with numerous obstacles par-
ticularly related to their limited foreign market
knowledge (Lord and Ranft 2000). These liabilities
may act as barriers to the development of export
activities (Zhou, Wu, and Luo 2007) and even
more so to their involvement in higher commit-
ment FMEMs (Lu and Beamish 2001, 20006). In
fact, traditionally SMEs were considered to be able
to participate in international trade activities
merely as exporters/importers since the liabilities
of smallness and foreignness would prevent them
from being able to engage in higher commitment
modes (Dimitratos et al. 2003). However, recent
empirical evidence (Dimitratos et al. 2014; Lu and
Beamish 2001, 2006; Prashantham 2011) unveils
the contrary, as numerous SMEs, also known as
mMNEs, are increasingly reported to engage in
various “constellation and investment (C&D
modes of foreign market servicing” (Dimitratos
etal. 2003, p. 164).%

In light of the above it is reasonable to
inquire what enables SMEs to obtain the neces-
sary foreign market knowledge that would fos-
ter innovation in accord with the specific
market idiosyncrasies, or allow them to adopt
an innovative behavior considering new foreign
markets/customers/suppliers; and, which would
finally lead to achieving increased international
performance. Furthermore, those SMEs that
become mMNEs are expected to require differ-
ent capabilities to those employed by exporting
SMEs (Dimitratos et al. 2003).

Networks “form part of the fabric of the intan-
gible resource and knowledge base of a firm”
(Loane and Bell 20006, p. 478) and have largely
been recognized to play an essential role for the
international expansion of SMEs, enabling firms
to have access to an increased pool of resources
in addition to their own; and, thus, overcome the
liabilities of smallness and foreignness, and dis-
advantages in terms of their ability to innovate
(Chetty and Blankenburg Holm 2000; Coviello
2000; Lee et al. 2010; Loane and Bell 2006; Win-
cent, Anokhin, and Ortqvist 2010). Interorganiza-
tional networks provide firms with knowledge
on internationalization, which otherwise would
not be available to the firm (Johanson and
Vahlne 2009). By networking, SMEs are able to
supplement their limited internal R&D base and
gain access to new markets and innovation sour-
ces (Colombo et al. 2012; Hite and Hesterly
2001; Lasagni 2012). Knowledge acquired in
FMEM constellations, mMNEs specifically engage
in, can be of higher-level and entrepreneurial
nature, enhancing alertness to opportunities and
leading to innovative behavior to tap these
opportunities. This is less likely to take place in
the activities of exporting firms that do not
exhibit an advanced level of activity exposure
abroad (Dimitratos et al. 2014). Specifically, inno-
vative orientation has been reported to enable
SMEs to engage in more international activities
and get involved in high-control FMEMs
(Ripolles-Melia, Blesa-Pérez, and Roig-Dobén
2010). Knowledge is not the only resource that
interorganizational networks facilitate. They can
also facilitate access to external resources (e.g.,
human, financial, and/or technology) available
through the interplay with their business partners
(Beamish and Lupton 2009; Dimitratos et al.
2003; Johanson and Vahlne 2006, 2009).

Existing business relationships influence
FMEM, and foreign market selection and new
knowledge related to host countries can be
obtained through the interaction with business
network partners (Coviello and Munro 1995,
1997; Johanson and Vahlne 2006, 2009). Foreign
market knowledge has been reported to exert a
positive impact on the export/international per-
formance of SMEs (Autio, Sapienza, and Almeida
2000; Haahti et al. 2005; Zhou 2007; Zhou,
Barnes, and Lu 2010). Moreover, according to
Lasagni (2012), external links can provide the

2According to Dimitratos et al. (2003): Constellation and investment (C&I) modes of foreign market servicing
include licensing, franchising, joint ventures, strategic alliances and subsidiaries.
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SME with the relevant knowledge needed to
access new ideas and, thus, enhance innovative
behavior. Prior contributions recognize the cru-
cial role played by networks for fostering innova-
tion/innovative behavior (Chetty and Stangl 2010;
Colombo et al. 2012; Van de Vrande et al. 2009),
which would lead SMEs to increased performance
outcomes in international competitive environ-
ments (Knight and Cavusgil 2004; Zhou, Barnes,
and Lu 2010). Dimitratos et al. (2003) argue that
mMNEs actively seek to engage in advanced
FMEMs to overcome the resource scarcity and are
likely to obtain access to the necessary missing
human, financial and information resources from
their network partners. For this particular type of
internationalized SMEs, effective management of
the interorganizational networks is key, as
resource ownership is likely to lie predominantly
with the global interorganizational network
rather than be directly owned by the firm. Fur-
thermore, the constellation modes which gener-
ally suppose ongoing communication and
coordination with foreign market counterparts, as
opposed to solely exporting, allow learning seek-
ing mMNEs to obtain relevant foreign market
information and knowledge (Dimitratos et al.
2003; Ibeh et al. 2004). This, in turn, will influ-
ence their international performance outcomes.
In this sense, Inkpen and Beamish (1997) high-
light licensing agreements as an important source
of gaining local knowledge and learning the skills
of their international partners. Altinay and Wang
(20006) observed that franchisors need to upgrade
and adapt their prior knowledge to fit the unique
characteristics of the foreign markets, in order to
effectively manage their international franchise.
Delios and Henisz (2000) note that the local
knowledge obtained from international joint ven-
ture partners may help alleviate the liabilities of
foreignness of the foreign subsidiaries of a firm.
Similarly, Lu and Beamish (2001) find that a via-
ble strategy for overcoming the constraints in
resources and capabilities, which typically hinder
the international development of SMEs, is enter-
ing alliances with partners with local knowledge.

Direct Effect of Interorganizational
Networks on the International
Performance of SMEs

Several studies report a direct influence of net-
works on the performance of SMEs. For example,
Ostgaard and Birley (1996) find a positive rela-
tionship between networks and firm performance
in a sample of English owner-managed compa-
nies. Hu and Stanton (2011) report that five
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aspects of networking (quality building, variety
diversifying, resource sharing, exercising power,
and focusing) have a positive impact on the per-
formance of small and medium privately owned
businesses. Li, Veliyath, and Tan (2013) identify a
positive relationship between in-cluster (local)
and extra-cluster (distant/nonlocal) ties and firm
performance. Empirical evidence also suggests
that local networks (Boehe 2013) as well as for-
eign networks (Babakus, Yavas, and Haahti
2006) have a direct and positive impact on the
export performance of SMEs, measured as export
intensity (export sales as a percentage of total
sales). Similarly, Belso-Martinez (2006) finds that
networks with clients and competitors positively
influence export intensity and satisfaction with
export performance. The extant SME literature
mainly identified a positive link between (interor-
ganizational) networks and performance in gen-
eral or export performance (rather than
international performance). Nevertheless, previ-
ous contributions acknowledge the important
role of social capital for the growth of mMNEs
(Prashantham 2011); as well as the relevance of
networks for the activities of mMNEs as com-
pared to exporters that are commonly located in
their own domestic market lacking the proximity
advantage that mMNEs benefit from (Dimitratos
etal. 2014). We, therefore, argue:

HI1: a) Interorganizational networks positively
influence the international performance of
SMEs; b) This relationship will be stronger for
mMNEs as compared to exporters.

Indirect Effect of Interorganizational
Networks on the International
Performance of SMEs: The Role of
Innovative Behavior

Prior research acknowledges that success in
an innovative context may be given by the skills
of the SME to use external links more efficiently
as compared to its larger peers (Rothwell and
Dodgson 1994). These external network collab-
orations allow numerous SMEs to surmount
potential innovative disadvantages, which may
derive from the limited resource availability and
higher dependency on outside entities as com-
pared to large corporations, hence, helping
them to stay ahead of the competition (Lee et al.
2010; Wincent, Anokhin, and Ortqvist 2010).
SMEs which show an innovative orientation are
able to engage in a wider range of international
activities and to select the FMEM most suitable
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for their control requirements for operating in
specific foreign markets (Ripolles-Melia, Blesa-
Pérez, and Roig-Dobén 2010). In the particular
case of mMNEs, resources seem to lie predomi-
nantly within the interorganizational constella-
tion (Dimitratos et al. 2003). Firms engaged in
FMEMs beyond exporting can obtain access to
resources controlled by their network partners
(Beamish and Lupton 2009; Lu and Beamish
2001), which may drive an innovative interna-
tional behavior, for example, considering new
product/service ideas for international markets,
new foreign markets, and/or new clients and
suppliers abroad. Viewed in this light, Beamish
(2008) and Beamish and Lupton (2009), while
recognizing that nonequity strategic alliances
are also viable means of accessing resources
controlled by other firms, posit that by engaging
in joint ventures firms have access to each
other’s complementary resources and capabil-
ities. Therefore, they are able to develop new
products/services faster, more reliably and more
cheaply and/or are able to enter new and for-
eign markets. Based on the arguments pre-
sented above, we propose:

H2: a) Interorganizational networks positively
influence the innovative bebavior of interna-
tionalized SMEs; b) This relationship will be
stronger for mMNEs as compared to exporters.

Moreover, innovativeness represents an important
mechanism by means of which performance ben-
efits are derived from interorganizational net-
works (Gronum, Verreynne, and Kastelle 2012).
Innovative behavior enables new ways of think-
ing, the development of entry strategies for new
geographical markets to be entered with novel
products, and, consequently, plays a major role
for the growth and success of SMEs on interna-
tional markets (Colombo et al. 2012; Golovko and
Valentini 2011; Knight and Cavusgil 2004; Zhou,
Barnes, and Lu 2010). According to Castellani and
Zenfei (2007), higher levels of innovative behav-
ior on international markets are associated with
increased commitment to international opera-
tions. Likewise, Basile, Giunta, and Nugent (2003)
observed that innovative activities influence the
level of involvement in international activities.
What is more, as compared to exporters, mMNEs
are in a better position to co-innovate jointly with
their foreign customers and/or suppliers, consid-
ering their increased ability to work more closely
with them (Dimitratos et al. 2014; Prashantham
2011). We, thus, propose:
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H3: a) Innovative bebavior will increase the
international performance of SMEs; b) This
relationship will be stronger for mMNESs as
compared to exporters.

Indirect Effect of Interorganizational
Networks on the International
Performance of SMEs: The Role of
Foreign Market Knowledge

In line with the knowledge-based view,
knowledge represents the main source of sus-
tained competitive advantage and performance
outcomes for the firm (DeCarolis and Deeds
1999; Grant 1996). The lack of knowledge
regarding foreign markets represents a main
barrier for SME internationalization (Loane and
Bell 2006). Due to the aforementioned liabilities
of smallness and foreignness, SMEs may not be
able to ensure the necessary knowledge for
internationalization, relying solely on in-house
resources. However, SMEs can draw on their
interorganizational networks and learn from the
international business experiences of their net-
work partners, thus, overcoming knowledge
(and other resource) constraints (Chetty and
Blankenburg Holm 2000; Loane and Bell 20006;
Sharma and Blomstermo 2003). Nahapiet and
Ghoshal (1998) suggest that by developing joint
activities and fostering frequent interaction,
business partners can share information and cre-
ate new knowledge. In a similar vein, Johanson
and Vahlne (2009) acknowledge that the inter-
play within the business network will promote
access to new knowledge regarding foreign
markets, which will help decide upon the inter-
national market and FMEM. Obtaining relevant
foreign market knowledge is particularly impor-
tant for SMEs involved in FMEMs beyond
exporting considering the on-going communica-
tion and coordination required between interna-
tional business partners (Altinay and Wang
2006; Beamish and Lupton 2009; Dimitratos
et al. 2003) as compared to exporters that fre-
quently operate through intermediaries, and,
therefore, may not necessarily require in-depth
knowledge of the foreign markets. Thus, we
propose the following hypotheses:

H4: a) Interorganizational networks positively
influence the accumulation of foreign market
knowledge in internationalized SMEs; b) This
relationship will be stronger for mMNEs as
compared to exporters.
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While external links have been recognized to
increase foreign market knowledge, in turn, this
knowledge is reported to have a positive impact
on the export performance and international
growth/performance of SMEs (Autio, Sapienza,
and Almeida 2000; Haahti et al. 2005; Zhou
2007; Zhou, Barnes, and Lu 2010). The above
gains even further importance in the case of
mMNESs, where continuous communication and
coordination with foreign business partners is
needed; increased foreign market knowledge is
expected to lead to an improved relationship
management and, consequently to international
performance. Cooper and Gardner (1993) note
that managers who understand others’ corporate
cultures are expected to be able, as well as
willing, to communicate and comprehend more
effectively. Access to local knowledge of alliance
partners alleviates the efforts of SMEs to expand
internationally (Lu and Beamish 2001). In this
sense, Delios and Beamish (2001) argue that the
performance of international joint ventures is
influenced by the knowledge/experience of
the firm of doing business in that particular
market. Similarly, Lyles and Salk (2007) find
that the acquisition of local knowledge
improves the performance of international joint
ventures. Therefore, we propose the following
hypotheses:

H5: a) Foreign market knowledge will increase
the international performance of SMEs; b)
This relationship will be stronger for mMNESs
as compared to exporters.

Direct Effect of Foreign Market
Knowledge on the Innovative Behavior of
Internationalized SMEs

Nonaka and Takeuchi (1995) note that inno-
vation is an information and knowledge inten-
sive process. A recent review on the knowledge-
based entrepreneurship networks by Hayter
(2013) suggests that although the importance of
networks for knowledge enhancement is well
documented in the existing literature, there
exists only limited empirical research investigat-
ing the influence of such knowledge spillovers
on innovation (as well as economic growth).
In their review paper on innovation and
knowledge creation, Popadiuk and Choo (2006)
suggest that interaction among people in appro-
priate environments for enabling knowledge
creation leads to innovation. More concretely,
novel ideas are generated and transformed or
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implemented in new products, processes or
services and will, in turn, bring increased value
to the firm. Salomon and Shaver (2005) and
Wang and Kafouros (2009) note that firms
engaged in exporting or international trade, by
interacting with international players, have
access to diverse sources of foreign knowledge,
which are likely to foster innovative behavior
and, thus, influence the production process. In
this vein, a recent contribution by Lasagni
(2012) highlights the importance of network
derived knowledge for new idea development
and enhancement of innovative behavior in the
SME context. For internationalized SMEs, being
able to obtain foreign market knowledge
regarding the institutional environment, effec-
tive marketing techniques and distribution chan-
nels would also enable SMEs to better innovate
in product/service and process. Specifically, by
understanding specific product/service regula-
tions as well as the appropriate techniques and
channels to reach potential local customers,
SMEs are in a better position to innovate in
terms of their offer, as well as select the most
suitable foreign markets, clients and suppliers.
As compared to mMNEs that have a better
understanding of the idiosyncrasies of the for-
eign markets they operate on since they work
closely with their customers and suppliers
(Dimitratos et al. 2003; Prashantham 2011),
exporters commonly rely on export agents or
distributors that may not provide the same
opportunities to exchange information and/or
knowledge and, so, deter innovation (Dimitratos
et al. 2014). Hence, we propose:

HOG: a) Foreign market knowledge positively
influences the innovative bebhavior of interna-
tionalized SMEs; b) This relationship will be
stronger for mMNESs as compared to exporters.

Based on the arguments presented above
we developed the following research model
(Figure 1).

Methodology
Sample and Data Collection

This study focuses on internationalized U.K.
SMEs that employ distinct modes of foreign
market entry ranging from pure exporters to
mMNEs. The British Exporters Database was the
sampling frame employed. We chose our sam-
ple from this database because it contains firms
that are active internationally. The sampling
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Figure 1
Research Model

Interorganizational

Innovative Behavior
(IB)

H3a,b

International

Networks Usefulness

Performance

(IONU)

{IP)

Foreign Market
Knowledge
(FMK)

Hb5a,b

Note: The thinner line refers to exporters, the thicker one to mMNEs.

criteria were the following: (1) be SMEs as
defined by the European Commission (2003)*;
(2) be U.K.-based firms; and (3) provide a per-
sonalized email address of the decision-maker
in the SME. The data collection was completed
via a structured questionnaire directed at the
decision-maker. In order to avoid comprehen-
sion issues the questionnaire was carefully con-
structed  following recommendations by
Tourangeau, Rips, and Rasinski (2000): vague
and ambiguous concepts as well as complex
syntax were avoided; questions were kept spe-
cific and concise, and no double barrel ques-
tions were included in our research survey.
Once the questionnaire was finalized, a pilot
study was conducted with eight decision-
makers of SMEs with different degrees of inter-
national involvement. In line with prior contri-
butions in the international business literature
(e.g., Agarwal and Ramaswami 1992; Lord and
Ranft 2000) the pilot study involved in-depth
semi-structured interviews that lasted on aver-
age 60 minutes and were voice recorded. Full
transcripts were created on the basis of these
recordings. The information collected through
this pilot study allowed us to revise our ques-

tionnaire, confirming its appropriateness for the
specific context of our study and refine the
research model. The questionnaire was also dis-
cussed with academics with relevant experience
in the international business research field.

The survey was administrated, by invitation,
to 1,876 decision-makers via personalized
emails, followed by two reminders. A total of
251 answers were obtained representing an
effective response rate of 13.4 percent. Consid-
ering that the empirical data used in this analy-
sis derives from a single survey instrument, we
took precautions in order to control for com-
mon method bias following the recommenda-
tions of Podsakoff et al. (2003). Specifically, the
anonymity of the respondents was assured and
the order of the research items was randomized
for each construct included in the survey by the
software program used to send the invitation to
research. After eliminating incomplete question-
naires, a valid sample of 190 observations was
obtained, representing a broad range of manu-
facturing and service sectors (corresponding to
10 two-digit SIC groups) with an average busi-
ness age of 41 years and average size of 39
employees. Of these 190 SMEs, 101 are pure

3An SME is defined by the European Commission as an enterprise that employs fewer than 250 persons and
whose annual turnover does not exceed EUR 50 million, and/or whose annual balance sheet total does not

exceed EUR 43 million (European Commission 2003).
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exporters while the remaining 89 firms go
beyond exporting in their international activ-
ities, being involved in at least one of the fol-
lowing FMEMs: licensing/franchising, joint
ventures/strategic alliances, production subsidia-
ries, sales subsidiaries, or other subsidiaries
(Dimitratos et al. 2014). Non-response bias was
addressed by employing Armstrong and Over-
ton’s (1977) extrapolation procedure. Using a
series of t-tests, early respondents were com-
pared to middle and late respondents. No signif-
icant differences were found across the three
groups of respondents regarding their age, size,
and industry sector, allowing us to conclude
that non-response bias was not an issue in our
study.

Measures

Independent Variables. Perceptual measures
were used to operationalize interorganizational
networks’ usefulness, innovative behavior and
foreign market knowledge on five-point scales
as follows: (D Interorganizational Networks
Usefulness (IONU) is the perceived level of
usefulness of interorganizational networks for
international activity as reported by the
decision-maker; its operationalization is based
on the revisited Uppsala internationalization
model (Johanson and Vahlne 2009), which rec-
ognizes the central role played by networks in
the internationalization process. The respond-
ents were asked to indicate their agreement
(1 =Totally disagree to 5= Totally agree) with
the following statements: (1) Interorganizational
networks are useful for foreign market selection
(IONU 1); (2) Interorganizational networks are
useful for foreign market entry mode selection
(IONU 2); and (3) Interorganizational networks
provide the firm with extended internationaliza-
tion understanding (IONU 3). (I Innovative
Behavior (IB) was operationalized based on pre-
vious contributions by Lumpkin and Dess
(1996), Zhou (2007), and Zhou, Barnes, and Lu
(2010), and measured the degree of agreement
(1 =Totally disagree to 5= Totally agree) with
the following items: (1) Our top management
always encourages new product/service ideas
for international markets (OB 1); (2) Our top
management continuously searches for new for-
eign markets (IB 2); and (3) Our top manage-
ment is willing to consider new suppliers/clients
abroad (IB 3). (IID) Foreign Market Knowledge
(FMK) assessed the degree of foreign market
knowledge of top management (1= Much
worse to 5= Much better than main competi-
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tors) and was adapted from prior studies by
Hadley and Wilson (2003), Zhou (2007), and
Zhou, Barnes, and Lu (2010): (1) Our top man-
agers’ knowledge about effective marketing in
foreign markets (FMK 1); (2) Our top managers’
knowledge about foreign business laws and reg-
ulations (FMK 2); and (3) Our top managers’
knowledge about foreign distribution channels
(FMK 3).

Dependent Variable. Contributions capturing
quantitative assessments on the impact of net-
works on SME internationalization are scarce
and have frequently referred to export activity
(e.g., Ciravegna, Lopez, and Kundu 2014; Cira-
vegna, Majano, and Zhan 2014; Eberhard and
Craig 2013). Given the aim of this study it was
of utmost relevance for us to be able to measure
the international performance (Carpenter, Pol-
lock, and Leary 2003; Fernhaber and Li 2013; Lu
et al. 2010) of the SMEs, including various
FMEMs, rather than export performance only.
Similar to previous other studies (Knight and
Cavusgil 2004; Lu et al. 2010; Zhou 2007; Zhou,
Barnes, and Lu 2010; Zhou, Wu, and Barnes
2012; Zhou, Wu, and Luo 2007), we use percep-
tual measures of international performance.
These measures, which were inspired and
adapted from previous relevant contributions
(Zhou, Wu, and Barnes 2012; Zhou, Wu, and
Luo 2007), were operationalized on a five-point
scale (ranging from 1=Much worse to
5 = Much better than main competitors) where
respondents were asked to rate the following
International Performance (IP) items: (1) Inter-
national profit over the past three years (IP 1);
(2) International sales over the past three years
(IP 2); and (3) International market share over
the past three years (IP 3). In line with previous
research related to performance, both the reli-
ability and the validity of perceptual measures
were found to be satisfactory (Ketokivi and
Schroeder 2004)-Cronbach’s alpha (o) is 0.956
for the total valid sample, 0.966 for the export-
ers and 0.941 for the mMNEs subsamples. Fol-
lowing prior contributions (Dollinger and
Golden 1992; Geringer and Hebert 1991), we
tested and found that perceptual measures of
international performance correlated to objec-
tive measures of international performance.
More precisely, the factor-based variable Inter-
national Performance (IP) used in our analysis
significantly correlates with the international
sales intensity obtained from the database
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developed from our survey (correlation coef-
ficient = 0.48; p < 0.05).

For determining whether an SME fitted either
in the group of exporters or mMNEs, respond-
ents were asked to check all forms of interna-
tional business the firm uses: (1) Export; (2)
Licensing/franchising; (3) Joint venture/strategic
alliance; (4) Production subsidiary; (5) Sales
subsidiary; and (6) Other subsidiary (Dimitratos
et al. 2014).

Results

For testing the proposed hypotheses, a multi-
group Structural Equation Model (SEM) was per-
formed with AMOS (version 20.0). We chose to
perform our analysis with SEM, as this tech-
nique allows assessing various relationships
comprehensively, involving multiple constructs
at the same time (Brown 1997). SEM has been
previously employed in studies on SMEs and
internationalization (Alegre and Chiva 2013;
Zhou, Barnes, and Lu 2010; Zhou, Wu, and Luo
2007). A SEM model is analyzed and interpreted
in two steps: first, the assessment of the reliabil-
ity and validity of the measurement model and
second, the assessment of the structural model.

Measurement Model

Following the approach of other studies (Ale-
gre and Chiva 2013; Joshi and Sharma 2004;
Zhou, Barnes, and Lu 2010), we assessed
whether common method bias posed a threat to
our data by performing Harman’s one-factor test
on the items. If there is a substantial amount of
common method variance, then either a single
factor will emerge from the factor analysis, or
one general factor will account for the majority
of the covariance among the variables (Podsak-
off et al. 2003). Our results show that common
method bias was not a relevant concern in our
data set: the factor analysis conducted in the
overall sample resulted in four factors with
eigenvalues greater than one (accounting for
82.67 percent of the total variance), with the
largest factor accounting for 47.20 percent of
the explained variance.

To assess the reliability of the constructs, we
first conducted an Exploratory Factor Analysis
(EFA). Using EFA and considering multiple
items for each construct, in line with recommen-
dation to increase construct reliably by Ter-
blanche and Boshoff (2008), we found that only
one dimension emerged for all constructs. Next,
we conducted a Confirmatory Factor Analysis
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(CFA) jointly for all the constructs for the overall
sample model as well as in both subsamples,
with the aim of performing a more precise
assessment of the reliability and validity of the
measurement (Table 1).

The content validity of the measurement
instrument was assured by a systematic review
of the relevant literature and by conducting
interviews with decision-makers in internation-
alized SMEs (Alegre and Chiva 2013). Our
results for testing the reliability of the constructs
generally showed a high internal consistency of
the constructs (Table 1). We found that the
item-total correlation, which measures the corre-
lation of each item with the sum of the remain-
ing items that constitute the scale, is above the
minimum of 0.30 (Nurosis 1993). For each case,
the Cronbach’s alpha exceeded Nunnally and
Bernstein’s (1994) recommendation of 0.70.
Construct reliability (CR) was examined by a
composite reliability test (Fornell and Larcker
1981). All values of the construct reliability coef-
ficients were above 0.70 exceeding the recom-
mended minimum level (Bagozzi and Yi 1988).

Convergent validity was tested by analyzing
the factor loadings and their significance. The t-
scores obtained for the coefficients in Table 1
indicate that all factor loadings are significant
(p < 0.01). The factor standardized loadings are
generally higher than 0.50 as recommended by
Steenkamp and Geyskens (2006); the average of
the item-to-factor loadings are higher than 0.70
(Hair et al. 2006). Therefore, our results provide
evidence supporting the convergent validity of
the items (Anderson and Gerbing 1988). Dis-
criminant validity is established if the shared
variance between pairs of constructs is always
less than the corresponding Average Variance
Extracted (AVE) (Fornell and Larcker 1981).
This criterion was met for all four constructs
included in our study (Table 2).

In light of the above, the measures in this
study provided sufficient evidence of reliability,
convergent and discriminant validity. Thus, the
measurement model was retained as the final
measurement model for this study.

Given the nature of our analysis it was neces-
sary to test the invariance of the measurement
instrument in order to compare the two subsam-
ples (Hair et al. 2006; Schmitt and Kuljanin
2008). A three-step process was followed. As a
first step, we evaluated the single group solu-
tion, estimating the CFA in each subsample, sep-
arately. The CFA fit was good for both
subsamples. Second, we checked the configural
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Table 1
Internal Consistency and Convergent Validity

Construct Item Overall Sample Exporters mMNEs
Factor o CR AVE Factor o CR AVE Factor o CR AVE
Loading® Loading® Loading®
IONU IONU 1 0.930 0.932 0.934 0.825 0.961 0.939 0.941 0.843 0.885 0.912 0.912 0.777
IONU 2 0.944 0.955 0.915
IONU 3 0.849 0.833 0.844
1B IB 1 0.721 0.818 0.818 0.602 0.814 0.860 0.859 0.671 0.547 0.733 0.743 0.497
IB 2 0.855 0.883 0.836
IB 3 0.746 0.757 0.704
FMK FMK 1 0.662  0.833 0.836 0.633 0.742 0.872 0.873 0.697 0.483 0.730 0.737 0.496
FMK 2 0.848 0.884 0.722
FMK 3 0.862 0.872 0.857
P IP 1 0.938  0.956 0.956 0.878 0.928 0.966 0.965 0.903 0.950 0.941 0.944 0.849
1P 2 0.972 0.980 0.959
IP 3 0.901 0.943 0.853

Goodness of fit indices:

Overall Sample: 7 (48 df) = 63.54; y*/df = 1.32; NFI = 0.965; GFI = 0.947; CFI = 0.991; RMSEA = 0.041.
Exporters: z2 (48 df) = 44.47; y%/df = 0.927; NFI = 0.960; GFI = 0.934; CFI = 1.000; RMSEA = 0.000.
mMNEs: 1* (48 df) = 60.07; y*/df = 1.252; NFI = 0.916; GFI = 0.902; CFI = 0.981; RMSEA = 0.053.

= p<0.01

Note: IONU, Interorganizational Networks Usefulness; IB, Innovative Behavior; FMK, Foreign Market

Knowledge; IP, International Performance.

invariance (the factorial structure is the same in
the subsamples). To this purpose a multigroup
estimation was conducted. The resulting model
served as a basis for checking whether the
incorporated restrictions deteriorate the adjust-
ment. The significance of Bollen test is 0.637,
the chi-squared (XZ) and the degrees of freedom
(df) are the sum of the single group solutions,

and the rest of the goodness of fit indexes show
that it is reasonable to assume the same factorial
structure in the two subsamples (NFI = 0.943;
CFI = 0.995; RMSEA = 0.022). As a third step,
we tested the metric invariance (invariance of
the factorial loadings). Our results show that is
reasonable to assume that the factorial loadings
that join each factor with its items is the same in

Table 2
Discriminant Validity
Overall Sample Exporters mMNEs
IONU IB FMK IP IONU FMK IP IONU IB FMK 1IP
IONU 0.825 IONU 0.843 IONU 0.777
1B 0.156 0.602 1B 0.088 0.671 1B 0.252 0.497

FMK 0.110 0.439 0.633
P 0.068 0.360 0.381 0.878 IP

FMK 0.072 0.532 0.697
0.042 0.396 0.311 0.903 IP

FMK 0.082 0.266 0.496
0.075 0.284 0.494 0.849

Note: The diagonal represents the AVE, while the values below the diagonal indicate the shared var-

iance (squared correlations).
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the two subsamples. To do this, we compared
the chi-squared of the equal form and equal fac-
tor loadings and demonstrated that the fit of the
new model is not significantly worse (the differ-
ence of the chi-squared is 5.727, and is not sig-
nificant). Thus, we can conclude that imposing
restrictions of the equality of factorial loadings
does not deteriorate the fit. In other words, we
can confirm the factorial invariance of the mea-
surement instrument (Table 3).

Structural Equation Model

The fit indexes obtained for the overall sample
suggest a good fit of the model to the data meet-
ing the traditional cut-off points recommended
by the literature (Browne and Cudeck 1993):
i’ (48 df)=063.54; y>/df=132; NFI=0.965;
GFI = 0.947; CFI = 0.991; RMSEA = 0.041.

For running the multigroup estimation, we
compare the unconstrained model ()*
[df=96] = 104.568 [p=0.258]; 1*/df=1.089;
NFI = 0.943; GFI = 0.919; CFI = 0.995; RMSEA =
0.022), the model assuming equal measurement
weights in both subsamples (3> [df=104]=
110.295 [p=0.318]; ;*/df=1.061; NFI = 0.940;
GFI = 0.915; CFI=0.996; RMSEA = 0.018) and
the model assuming that the structural weights
are also the same in the two subsamples (Xz
[df=109]=122.888 [p=0.172]; 1*/df=1.127;
NFI = 0.933; GFI = 0.905; CFI = 0.992; RMSEA =
0.026). The chi-squared difference between the
unconstrained model and the model assuming
equal measurement weights is 5.727 (p = 0.678)
indicating that the fit is not significantly deterio-
rated assuming equal measurement weights.
However, the difference of the chi-square
between the model assuming equal measure-
ment weights and the model assuming also the
equality of the structural weights is 12.593

(p=0.028), so, we cannot impose the equality
of the structural weights in both subsamples.

Table 4 shows the structural coefficients for
the overall sample as well as for both subsam-
ples in the multigroup analysis assuming equal
measurement weights. In general, there appears
to exist a good fit of the model to the data for
all three groups analyzed.

As presented in Table 4 in the overall
model, the results obtained are not significant
for the positive relationship predicted between
interorganizational networks and international
performance; therefore, Hla is not supported.
However, our empirical evidence shows there
is a positive and significant influence of inter-
organizational networks on innovative behav-
ior, which, in turn, positively and significantly
influences international performance. Thus,
both H2a and H3a are supported. A positive
and significant relationship exists between
interorganizational networks and foreign mar-
ket knowledge as well as between foreign
market knowledge and international perform-
ance. Consequently, support is provided to
both H4a and H5a. Foreign market knowledge
also positively and significantly impacts the
innovative behavior of internationalized SMEs,
supporting Ho6a.

These effects are only partially observed for
exporters; however, they are generally consist-
ent for mMNEs. Related to the direct link
between interorganizational networks and
international performance, no significant rela-
tionship was observed, in any of the two
subsamples; thus, Hlb does not receive sup-
port. For exporters, interorganizational net-
works do not have a significant influence on
innovative behavior, while this relationship is
positively significant for mMNEs; therefore,
H2b is supported. The positive relationship

Table 3
Measurement Invariance Test

Model e df Dif. * Adf p RMSEA  CFI NFI
Single Group Solution

Exporters (101 SMEs) 44.47 48 0.000 1.000  0.960
mMNEs (89 SMEs) 60.08 48 0.053 0.981 0.916
Measurement Invariance (190 SMEs)

Equal Form 104.568 96 0.022 0.995 0.943
Equal Factor Loadings  110.295 104 5.727 8 0.678 0.018 0.996  0.940
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Table 4
Structural Coefficients

Path Regression Weights
Overall Sample Exporters mMNEs

Est. Ll Ul Sig. Est. Ll Ul Sig. Est. Ll Ul Sig.
IONU—IP (H1) —0.01 —0.12 0.11 0.95 0.00 —0.14 0.15 0.98 —0.03 —0.21 0.15 0.80
IONU—IB (H2) 0.14 0.05 0.24 0.01 0.09 —0.04 0.22 0.23 0.26 0.14 0.38 0.01
IB—IP (H3) 043 0.19 0.73 0.00 055 0.17 095 0.03 036 0.04 0.75 0.07
IONU—FMK (H4) 0.19 0.11 0.29 0.00 0.17 0.06 0.30 0.01 0.15 0.03 0.26 0.04
FMK—IP (H5) 0.64 0.31 0.92 0.01 0.33 —0.18 0.83 0.29 1.15 0.72 1.57 0.01
FMK—IB (H6) 0.77 055 1.05 0.00 0.96 0.70 1.27 0.00 054 0.20 0.96 0.01

Note: Est., Estimated coefficient; L1, Lower limit; and Ul, Upper limit of the confidence interval for the

estimated coefficient; Sig., Significance level.

proposed by H3b between innovative behavior
and international performance is positive and
significant in both subsamples. There are non-
significant differences between them in the two
groups analyzed; hence, this hypothesis is not
supported. Interorganizational networks posi-
tively and significantly impact on foreign market
knowledge for both subsamples, and again, no
significant difference exists between the
estimated coefficients for the two subsamples;
consequently, H4b is not supported. Foreign
market knowledge has a positive significant
influence on international performance only for
mMNEs. As for exporters this relationship is not
significant; thus, H5b receives support. Foreign
market knowledge positively and significantly
associates with innovative behavior in both sub-
samples. No significant difference was observed
between the estimated coefficients for the two
subsamples, so, H6b does not receive support.

Figure 2 (a, b, and ¢) graphically illustrates
the results obtained from the SEM analysis for
the overall sample as well as for the two sub-
samples: exporters and mMNEs.

Based on the results obtained from the analy-
sis and presented in Table 4, Table 5 presents a
synopsis of the findings related to the
hypotheses.

Discussion of Findings
In this research, we advanced hypotheses
regarding the influence of interorganizational
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networks for the international performance of
SMEs, and then analyzed these relationships in
a sample of U.K. internationalized firms. Some-
what dissimilar to previous contributions by
Babakus, Yavas, and Haahti (2006), Belso-
Martinez (2006), and Boehe (2013) who
reported a positive link between networks and
export performance, we found that inter-
organizational networks do not significantly
associate with international performance. The
lack of significance of this relationship is con-
sistent in the overall sample as well as in the
two multigroups representing exporters and
mMNESs. These findings suggest that the exis-
tence of interorganizational networks as per-
ceived by the decision-maker is necessary but
not sufficient for them to play a significant role
for the international success of the firm. These
networks have to be used in a proactive and
productive manner, frequently first leading to
achieving intermediate outcomes such as
enhancing foreign market knowledge and inno-
vative behavior (Colombo et al. 2012; Gronum,
Verreynne, and Kastelle 2012; Loane and Bell
2006; Zhou, Barnes, and Lu 2010).

Our empirical evidence undoubtedly suggests
that interorganizational networks have an indi-
rect effect on international performance by
enhancing innovative behavior and foreign mar-
ket knowledge for both mMNEs and exporters;
yet, in line with Dimitratos et al. (2014), net-
working influence somewhat distinguishes
between the international activities of mMNEs
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Figure 2 (a, b, and ¢)
SEM Results for the Overall Sample, Exporters and mMNEs Groups

2a. Overall Sample

Innovative Behavior
(IB)

0.14>*

International
Performance
(IP)

Interorganizational
Networks Usefulness
(IONU)

Foreign Market
Knowledge
(FME)

2b. Exporters

Innovative Behavior
(IB)

International
Performance

(I?)

Interorganizational
Networks Usefulness
(IONU)

Foreign Market
Knowledge
(FMK)

2c. nMNEs

Innovative Behavior
(1B)

0.26%*

International
Performance
(IP)

Interorganizational
Networks Usefulness
(IONU)

Foreign Market
Knowledge
(FME)

Note: *Significant at p < 0.10; **Significant at p < 0.05; **Significant at p < 0.01. The continuous
line refers to significant associations, the dashed one to nonsignificant ones.
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Table 5
Hypotheses Testing

Hypotheses

Result

H1 a) Interorganizational networks positively influence the international

performance of SMEs.

H1 b) This relationship will be stronger for mMNEs as compared to

CXPOITCI‘S .

H2 a) Interorganizational networks positively influence the innovative

behavior of internationalized SMEs.

H2 b) This relationship will be stronger for mMNEs as compared to

exporters.

H3 a) Innovative behavior will increase the international performance of

SMEs.

H3 b) This relationship will be stronger for mMNEs as compared to

exporters.

H4 a) Interorganizational networks positively influence the accumulation

Not supported
Not supported
Supported
Supported
Supported
Not supported”

Supported

of foreign market knowledge in internationalized SMEs.

H4 b) This relationship will be stronger for mMNEs as compared to

eXport ters.

H5 a) Foreign market knowledge will increase the international perform-

ance of SMEs.

H5 b) This relationship will be stronger for mMNEs as compared to

exporters.

H 6 a) Foreign market knowledge positively influences the innovative

behavior of internationalized SMEs.

HO b) This relationship will be stronger for mMNEs as compared to

exporters.

Not supported”
Supported
Supported
Supported

Not supported”

Note: To test Hla-HG6a the overall sample was used; to test HIb-HGb the multigroup analysis was

used.

*There are nonsignificant differences between the estimated coefficients of the two multigroups

considered.

and exporters. As illustrated in Figure 2 (a, b,
and ©), a few interesting similarities and differ-
ences between the two groups considered were
highlighted. We posit that these findings bring
new insight to our knowledge related to SME
internationalization, in particular enriching our
understanding regarding the differentiating
capabilities of mMNEs as compared to exporters
(Dimitratos et al. 2003).

An evident distinction in the use of network-
ing between the two groups of internationalized
SMEs analyzed refers to the impact of interorga-
nizational networks on the innovative behavior
of the decision-makers. While a significant and
positive relationship exists for mMNEs, no sig-
nificant relationship was identified for export-
ers. Koka and Prescott (2008) noted that high
levels of resource commitment lead to increas-
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ing the regularity of interactions between busi-
ness partners, and, thus, the quality of the
exchange relationship is also improved. Conse-
quently, it is reasonable to argue that mMNEs
that generally collaborate closely with their busi-
ness partners may, therefore, share financial,
technological and human resources as a result
of the interactions within the network (Beamish
and Lupton 2009; Dimitratos et al. 2003), and
will be able to adopt an innovative behavior
simply by having had access to the resources
controlled by their interorganizational collabora-
tors; this is unlikely to be feasible for exporters.
mMNEs apparently have developed networking
capabilities that can easily transform the knowl-
edge acquired from the interaction with busi-
ness partners into useful processes. Our results
further show that adopting an innovative
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behavior in terms of product/service, foreign
markets, and suppliers/clients abroad is posi-
tively and significantly related to international
performance for both groups analyzed. This
could be explained by acknowledging that
keeping an open mind toward and constantly
considering innovation in foreign markets
related to both exporting and higher commit-
ment foreign market servicing modes will ena-
ble the SME to choose the most appropriate
internationalization strategy that will lead to
increased international performance.

Our findings show a positive and significant
link between the interorganizational networks
for internationalization and foreign market
knowledge. This relationship is valid irrespec-
tive of the commitment to foreign market activ-
ities of the SME. In other words, those decision-
makers who strongly believe in the relevance of
their business networks for their international
activity and find them particularly useful for
market entry and the accumulation of interna-
tional understanding, actively use them and,
thus, are able to benefit from the accumulation
of increased foreign market knowledge. In the
case of mMNEs, which require ongoing commu-
nication and coordination between international
alliance partners (Dimitratos et al. 2014), gain-
ing increased foreign market knowledge will
place the decision-makers in a good position for
understanding some of the idiosyncrasies of the
market where their business partner is embed-
ded. As a result, collaboration is likely to
improve and positively influence international
performance. Conversely, for exporters, which
are often located in their own domestic markets
and frequently rely on agents or distributors for
reaching foreign markets rather than being
directly in contact with international business
partners/customers (Dimitratos et al. 2014), the
foreign market knowledge obtained from
their networks will not have a direct impact on
international performance. It seems that mMNEs
through their advanced modes have developed
those organizational routines that effectively use
idiosyncratic foreign market knowledge to
improve performance abroad.

Nevertheless, foreign market knowledge posi-
tively and significantly influences the innovative
behavior of both exporters and mMNEs. Specifi-
cally, increased knowledge of the foreign busi-
ness environment, effective distribution channels
and marketing techniques abroad allow innova-
tion to take place (Lasagni 2012; Popadiuk and
Choo 2006; Zahra, Ireland, and Hitt 2000); as
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well as for innovative changes related to consid-
ering entering new foreign markets or new cli-
ents and suppliers abroad (Zhou 2007; Zhou,
Barnes, and Lu 2010) to be implemented.

Contribution, Implications,
Limitations, and Future
Research Directions

This study contributes to the international
business literature by providing further insights
into the relevance of interorganizational net-
works for the international performance of
SMEs according to their degree of commitment
to the international markets entered. Further-
more, our analysis illustrates the role of interor-
ganizational networks in obtaining intermediate
outcomes such as fostering innovative behavior
and foreign market knowledge, which, in turn,
will influence international performance. This
expands the networking theory in internationali-
zation as it suggests novel nuances on the net-
working influence in internationalized firms. We
also add to previous research on networking in
that different networking patterns exist within
the internationalized SME domain, correspond-
ing to the mode of commitment to the foreign
markets. Support is also provided to previous
contributions on the role of networks for the
internationalization of SMEs (Chetty and Blan-
kenburg Holm 2000; Jonsson and Lindbergh
2010; Loane and Bell 2006; Sharma and Blom-
stermo 2003) as well as to the revisited Uppsala
internationalization model (Johanson and
Vahlne 2009), in the sense that networks clearly
influence the accumulation of foreign market
knowledge that may be, in turn, vital for inter-
national success. Simultaneously, we contribute
to the development of the literature on SME
internationalization, by refining our knowledge
of mMNEs, which despite their relevance and
potential to proliferate, are yet under researched
(Jones, Coviello, and Tang 2011). The main dif-
ferences are that, in contrast to exporters, (a)
mMNEs largely rely on networks to enhance
their innovative behavior, and (b) use foreign
market knowledge to boost international per-
formance. Therefore, they seemingly have
developed a stronger set of organizational capa-
bilities in terms of networking capability and
foreign market knowledge use, which are
needed in order to successfully compete abroad.
Viewed in this light, we argue that mMNEs can
possess a stronger international entrepreneurial

JOURNAL OF SMALL BUSINESS MANAGEMENT



culture (Dimitratos et al. 2012) that is essential
for enhanced performance abroad.

The research findings suggest a few implica-
tions for decision-makers in internationalized
SMEs. Networks should be proactively used to
gain/enhance foreign market knowledge and
foster innovative behavior in order to attain
improved international performance. Hence,
managers should nurture and cultivate their
business  relationship  developing  skills.
Decision-makers in internationalized SMEs,
should be aware that the influence of networks
on their international business activity may fol-
low distinct patterns according to their degree
of commitment to foreign markets. Conse-
quently, the implications are further tailored
according to the FMEM. Export managers
should concentrate their attention to proactively
use their interorganizational networks to
expand their foreign market knowledge. This
will then increase their innovative propensity,
which may lead to the emergence of new ideas
regarding novel products/services for interna-
tional markets, entering new foreign markets or
finding new business partners abroad. Due to
these changes it is likely that increased interna-
tional performance results will be obtained.
Conversely, managers of mMNEs, should be
cognizant of the vital importance of interorgani-
zational networks for improving their foreign
market knowledge and innovative behavior.
Considering their close and on-going relation-
ship with their business partners, managing
their networks effectively is expected to
enhance their collaboration and yield increased
international performance outcomes. This
alludes to two different network strategies that
managers of the two groups have to pursue in
order to achieve enhanced performance
overseas.

We recognize that this study has a few limita-
tions that could generate further research. First,
in our sample we included major constructs that
are important to the network theory in interna-
tionalization, such as innovative behavior and
foreign market knowledge. Future studies could
consider including additional constructs in the
model, such as entrepreneurial proactiveness
related to developing and managing interorgani-
zational networks for internationalization, cus-
tomer orientation and learning. This would be
crucial for identifying what other aspects of an
international entrepreneurial culture are differ-
ent for mMNEs. Second, this study is one of the
first attempts aimed at understanding how net-
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works can play a different role in firm interna-
tionalization according to the FMEM. Future
research could adopt a fine-grained approach,
comparing across groups of each particular
mode of entering foreign markets (exporting,
licensing, franchising, joint ventures, strategic
alliances, and subsidiaries abroad); as well as
simultaneously considering the psychic distance
existing between the home and host markets.
Third, the empirical data collected for this study
is cross-sectional. We encourage further
research to adopt a longitudinal perspective,
therefore, being able to capture the dynamics of
the relationship between interorganizational net-
works intermediate outcomes and international
performance. In-depth case studies may also
provide insightful suggestions in that respect.
Fourth, this study is based on empirical data
deriving from a single survey instrument. Future
studies should aim to use additional independ-
ent measures of the dependent variable, deriv-
ing from archival data and/or separate survey
instruments, in order to further mitigate the
potential problem of common method bias.
Fifth, our research is based on a multi-industry
sample. Researchers may find fruitful to investi-
gate our model in specific sectors, such as
science-based sectors, where scientific inputs
rather than market related information are of
particular importance for fostering innovative
behavior and internationalization. Furthermore,
it would be interesting to consider potential
alternative flows of causality in these sectors
given that innovative behavior can influence
interorganizational networks (Gay and Dousset
2005) as science-based SMEs may need to estab-
lish links with universities.
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