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Abstract

Given the (increasing) view point that firms’ imi@tionalization strategy is the unique path to
overcome the Portuguese dismissal economic growile, present paper offers a
comprehensive picture of the internationalizati@mavior of Portuguese SME, constituting
therefore an important tool for political actionn@e basis of the literature review and the
factorial and cluster analyses performed, we pregbsee main segmentation criteria, one
(‘Whole encompassing segmentatioBxperienced Medium Low-Tech firms; Low skill, Low-
Tech firms; Young High-Tech firndased on language skills, SME business experience
foreign market dependency, introduction of orgatmwel innovation, exporting to ‘High
income countries’ and education level of executeams. The second segmentation proposal
(‘Intermediate segmentation’Young small-sized firms; Young micro-sized firmstive
small-sized firms; Young medium-sized firms; Matoredium-sized firms; Foreign equity
firms; Highly productive firmshas as criteria the firm size, the SME exporemsity and
industry. The last segmentation proposal (‘ParsimmsisegmentationMedium-sized firms;
Small-sized manufacturing firms; Micro-sized firniépn-manufacturing small-sized firms;
Export active small-sized firms; Potential expostePromising exporters firmss based on
SME size, business experience, foreign capitalgoes and average productivity. Given the
need for a parsimonius segmentation criterion, vemvey that the most adequate
segmentation criterion is the one combining SMEe,sexport intensity and industry. This
restricted number of criteria does not, howevefeafthe quality of the proposed SME

segmentation, and has the advantage of beingcstiystidequate and user/cost friendly.
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1. Introduction

The internationalization of a firm can be explairad‘the process of increasing involvement
in international operations” (Welch and Luostannel988, cited in Mejri and Umemoto,
2010: 36). This is of capital importance since #dity of a business or nation to generate
export earnings is often seen as a key indicat@oofpetitiveness and the ability to generate
wealth (Roper and Love, 2002).

Traditional frameworks that explain firms’ interiaatalization were formulated already two
or three decades ago. At that time there were higheiers for entering foreign markets and
the internationalization was a ‘luxury’ of the lagj and strongest firms (Saarenketo et al.,
2004). Meanwhile, the Small and Medium Enterpri&MdE) internationalization theme won
a larger visibility (Ruzzier et al., 2006), aftéretprominent role of the literature on mature
Multinational Enterprises (MNES), reflecting thecfahat several countries, particularly those
experiencing balance of payment deficits, havengited to increase the international
activities of their SME in order to boost economgiowth, cut unemployment and create
potential mini-MNEs in the future (Ruzzier et a2006). Moreover, several studies (see
Delgado, 2002, for a review), provide evidence #gtort-oriented firms are closer to the

efficiency frontier than non-exporters.

Given the nature of today’s marketplace, SME angeiasingly facing similar international
problems as those of larger firms (Ruzzier et 2006). For many SME, especially those
operating in high- technology and manufacturinga@sg it is no longer possible to act in the
marketplace without taking into account the risk&l apportunities presented by foreign

and/or global competition (Ruzzier et al., 2006).

A successful business implementation at internatiamarkets requires a variety of resources
by the SME and MNE to overpass the difficulties ayrdb potential export opportunities
(Wilkinson and Brouthers, 2006). According with tresource based approaches (Mejri and
Umemoto, 2010), SME frequently lack necessary maerresources, know-how, and
information about foreign markets (Acs et al., 199nsurprisingly, many SME are still
reticent of exporting because their lack of resesirand expertise are not suited to such a risk
venture (Pinho and Martins, 2010). To overpassethiestations and inadequate information
about foreign markets, it is argued that SME shothidose partners who possess such
knowledge (Inkpen and Beamish, 1997), and thisuohes national agencies for export

promotion.



In the most recent times, the quest of SME intéonatization has been elevated in Portugal
to national strategic priority (Portuguese MinisteCouncil resolution n° 3/2010) to be

pursued if the Portuguese Government wants to shlv@ortuguese commercial deficit, and
Portuguese dismissal economic growth (Portugal ¥e@w, 2010). AICEP is one of the

Portuguese organizations responsible to give suporthe Portuguese government in
achieving this goal. At the Export Summit (Febru8ry2011) the public authorities stressed
the ambition to reach a 40% export/GDP ratio W#@il3, in line with EU27 averade.

The search for new approaches to boost Portugugeete demands therefore the need for
knowing better the final user (i.e., SME), whiclndze achieved through the development of
marketing techniques associated to ICT infrastmectuMore specifically, it can be
accomplished through the segmentation of SME, ithato get to know formally, through
statistical techniques, their characteristics arddilps in terms of internationalization. Thus,
the present research aims to characterize Portedbld&, with the intention of point out the
main characteristics and respective indicatorshef Portuguese SME internationalization
behavior. These indicators would be useful to dgvel taxonomy that allows knowing better
these SME, building segments of firms and, consatyeto provide services more in line

with these segments’ needs (Verhoef et al., 2010).

The present paper is organized as follows. In tegt section we review the literature,
focusing on evaluating the determinants associattdeach theory. Section 3 describes the
methodology followed to define the taxonomy, ane torresponding segmentation, of
Portuguese SME according to several dimensionsveterfrom the literature review. In

Section 4 the empirical results are detailed arel 4dagmentation proposal put forward.

Finally, in Conclusions, the main contributionstioé present study are highlighted.
2. Firms’ internationalization determinants and proxies. A literature review

The stage models (e.g. Bilkey and Tesar, 1977;nkadmaand Vahlne, 1977; Weidersheim-
Paul et al., 1978; Cavusgil, 1980; Reid, 1981; kaia, 1982) have been used as a basis for
segmenting the firms reflecting their characterssin the different internationalization stages

(Fischer and Reuber, 2003): pre-export stagealreiport stage, and advanced export stage.

Nevertheless, and recalling Leonidou et al. (198&) Andersen (1993), these stage models

have been criticized by their lack of theoretiaggbr and by the fact that they did not predict
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the behavior of “Born-Global” firms (Saarenketo at, 2004). Yet, such critics do not
invalidate the stage models criteria; rather theyplasize the need to supplement these
criteria with other elements in order to producaae robust SME segmentation (Fischer and
Reuber, 2003). These elements are associated tmtdreationalization theories reviewed

earlier, which present different determinants aasequently, proxies.

An analysis of the literature on internalizationf. (@able 1) indicates two ways to
operationalize the intangible factors such as pedtiction and high degree of control of the
firms’ subsidiaries, which are often variables idifft to measure due to its intrinsic
intangibility. Specifically, Malone and Rose (200&nployed the market-to-book ratio to
proxy for the presence of internalized assets. Hewein the case of SME, this
procedure/proxy is difficult to implement. A viabédternative is to use Hollenstein’s (2005)
‘rough’ proxies: firm dimension and firm propensitp co-operate with other firms.
Accordingly, Hollenstein (2005) takes for grantedttlarge firms and those that cooperate in
larger extent are in better position to reducesaation costs through internalizing some of

the external market relationships.

According with Galan and Gonzéalez-Benito (2001§ Hclectic Paradigm is an attempt to
integrate internalization factors, and all otheted@inants factors of FDI, such as location of
investments and FDI as internationalization formhug; internalization literature was

integrated in this paradigm, preserving the proxigsntified above. Yet, the Eclectic

paradigm (also known as OLI Paradigm) is determié¢zb by more two groups of

advantages such as ownership advantages, conceheirfgms’ resources, and by location
advantages related with the selection of a locatofDI. This has led to the rise of empirical
studies testing those hypotheses/advantages sygtallya(Galan and Gonzalez-Benito,

2001; Faeth, 2009).

Mutinelli and Piscitello (1998) argued that intetinaal business experience has an important
role as ownership advantage in SME in order to miire the uncertainty inherent to the
internationalization process. These scholars @deghat once the first experience of
internationalization is made, the firm starts an@agy process in “going abroad”. The proxies
used to measure this variable were: i) the numbgears since the establishment of a given
parent company’s first foreign direct investmetliie number of foreign subsidiaries of the
parent company already operating when the curretryy @ made. Morschett (2006) have
used three different but interrelated indicatorsr fmeasure this variable. The

internationalization experience was measured bythmber of years a company has been in



this specific foreign market, the number of yeanse the company has been internationally
active (in general), and the percentage of turnaeadized outside the home country.
International experience is seen by Saarenketol.e2@04) as a mode to increase the
organizational capabilities, and in their studye tfeferred variable was operationalized,
similarly to Morschett (2006), by measuring the @ipassed from the establishment of the

firm to the start of international operations.

The background of the top management team is ggnexgarded as a key factor influencing
SME survival and development (Lu and Beamish, 2604cher and Reuber, 2003; Ruzzier et
al., 2006; Stoian et al., 2010), and considerea ssurce of ownership advantage. It has been
measured by a set of proxies, hamely average &nekltype of education of the members of
the management team, as well as their age aveRigg, (2010), and number of years of

experience in the concrete business or sector (\Wadtet al., 2001; Malone and Rose, 2006).

Technology also represents one of the firm’'s masources of competitive advantages
(Stoian et al., 2010), and prior research develogaibus indicators to this variable: the
number of engineers in the total of firm employé€Esixeira and Tavares-Lehmann, 2007),
R&D intensity (Mutinelli and Piscitello, 1998; Lund Beamish, 2001), performing R&D

(Hollenstein, 2005), and percentage of skilled veoskwith reference to the total number of
employees (Mutinelli and Piscitello, 1998).

Regarding the location advantages associated t®tlieparadigm, the literature indicates
factors such as market size, market dynamic, Itealpolicy and other variables to be
considered when choosing a location to perform EBillington, 1999; Faeth 2009).
Nevertheless, in our study this dimension is nguged in the same line as previous studies
given that our main concern is not to understantddederminants rather the characteristics of
or the determinants of SME internationalizing psstesed mainly on exports. Thus, we only
take into account the type of markets SME targeteiporting (high income/developed

markets; medium income markets; emerging marketgidncome markets).

The monopolistic advantage theory is the last retertheory focusing on MNE on the
literature review performed by Ruzzier et al. (200&ccording to these scholars, a MNE
exist because a firm has unique sources of suggraver foreign firms in their markets. This
superior skill is based on the ownership advantaféise firm. Baumann (197, cited in Faeth,
2009) argued that research intensity and skillnsity were the variables to measure the firm

unique advantages and he measured it through tieeetices of R&D expenditure between



the firm’s origin country and the country that reeel the firm’s investment, and also through
the differences of human capital input betweenfitine's origin country and the country that
received the firm’s investment. However, in ourdstit is not possible to analyze or observe

these differences between markets since it is &ifitah and multi-country study.

The Uppsala model approach, included in the Stagdefs, describes the internationalization
path as an incremental learning process througbhwdicompany accumulates and integrates
the knowledge acquired in foreign markets (JohamswhVahine, 1977, 2009; Ruzzier et al.,
2006). This learning process is influenced by caltdistance (psychic-distance) between
firm’s country and the host country (Johanson aatile, 1977). Hofstede (1980) developed
a framework with four factors of the cultural dinsean to proxy the psychic-distance,
whereas the U-model’s authors used more straighdfia indicators such as the differences
of language, education, business practices, culinck industrial development between the

firm’s home country and the investment host coutdrgneasure this factor.

The firm export commitment stands as another ingmbrtleterminant of internationalization
process of SME for the U-model approach (Johanswh \Zahine 1977; Czinkota 1982,
Cavusgil and Naor 1987; Leonidou et al. 1996). liteeature reviewed defend precisely that
if a firm is committed to exporting, it dedicatesnf resources in proportion to the
significance of exporting activity (Stoian et &Q10). For proxying the presence of resources
dedicated to export Johanson and Vahlne (1977yaedlthe development and production of
goods for separate markets, and evaluated theo§ifmeign investment size in marketing,
R&D and human resources. Czinkota (1982) stredsadtlhe commitment to export markets
is greater the more employees are committed ex@lysto exporting activity. Cavusgil and
Naor (1987) assumed that foreign market visits migso reflect firms’ commitment to

export.

The market knowledge is other determinant of U-rholde gradual acquisition, integration

and use by the firm will increase sequentially tt@mresponding market commitment.

According to early studies, this variable can beraponalized by measuring: the length of
export experience, the foreign market experienckthe employees experience in the foreign
market (Johanson and Vahlne 1977); market infoonatequested to EPA or industrial

associations, personal contacts with executivesotber firms, through export agents

(Cavusgil and Naor, 1987).



The innovation-related model describes the intéonatization process as stages evolutionary
and each stage development is considered as awmaitmo for the firm (Gankema et al.
2000). This model was operationalized by Gankemal.ef2000) using the ratio of export
sales to total sales, with the resulting ratio espnting the extent/stage to which a firm is
involved in exporting. Other authors have measuhnedintensity of internationalization like
Saarenketo et al. (2004) who used indicators sagbeecentage of the company’s customers
that are foreign, number of foreign partners, numtiecountries where the company is
involved and international share of revenues. Cemphtarily, Wilkinson and Brouthers
(2006) evaluated satisfaction with firm export pemiance of American managers through a
group of 4 proxies. Managers were asked to rate Hatisfaction (in a 10-point scale) to
dimensions as sales growth in foreign markets, smas market share, number of countries
exporting to and overall export performance. Otveample reviewed is the work of Lu and
Beamish (2001) that measures the level of expoitites using export intensity and foreign
investment activities via number of FDI in whicketparent firm had a 10 percent or greater

equity share and the number of countries in whiehfirm had FDI.

In 2009, Johanson and Vahine reviewed the Uppsaldemin light of new developments
regarding business networking (cf., Network Apptes), and consequent influence of the
partners on the knowledge gathering, and the chafidee entry mode in foreign markets.
The influence of network relationships on the in&ionalization process of SME was
studied in detail by Coviello and Munro (1997), seeting the relevance of a MNE
partnership for a SME’s entry mode choice. Amongligtd variables, Coviello and Munro,
(1997) created proxies to evaluate the dependeh@amnership and other market actors
which included: percentage of sales attributed étwork partners, number of partnerships
with MNE outside domestic market, the financial ttohby partner, markets entered and
mode of entry used. These authors found that ssitddsew Zealand-based software firms
actively were involved with international networksshich were fostered by a MNE
partnership; they further found that these firmgsourced many market development

activities to network partners.

Other type of alliance (joint-ventures) was studigd_u and et al. (2001), who presented the
importance of partners with local knowledge to cweene SME lack of capabilities or

resources when the firm moves to foreign marketartd and Antoncic (2003) performed a
critical literature review in this area, from whighe stand out Smeltzer et al.’s (1991) work

that found evidence that an entrepreneur, who ngrmesorts to business plans, develops



more networks contacts and the information colkkddeof higher quality. Another work cited
by Hoang and Antoncic (2003) is the study from Gmoet al. (1991) that found positive
evidence between the age and management expeokanesntrepreneur and the gathering of
helpful information to start of a business. Furtltee education level of entrepreneur had a

positive effect on the use of professional advigG@oper et al., 1991).

Base on existing models, a resource-based pergpenti internationalization is currently
emerging (Andersen and Kheam, 1998; Ruzzier e2@06; Stoian et al., 2010). Accordingly,
the internal resources and firm capabilities mestdbveloped, exploited and adapted to the
(foreign) market in such way that creates a suabdéncompetitive advantage for the firm
(Andersen and Kheam, 1998). Thus, the ownershguress assume an important role on the
approach of internationalization strategy. Cavuagidl Naor (1987) studied the unique firm
advantages with the objective to find a positiviatren with competitive advantage with
export involvement and expansion. This variable wesasured through indicators such as
number of employees, share of total sales, tecgyattassification of the firm products, and
also through perceived firm strengths at level obdpct (quality, price), technology
(capability to develop new products, patents hglthle company), network (national network
middleman), and, finally, management (marketingnafices, production and planning).
Hollenstein (2005) used productivity and firm suagiables with the intention to evaluate the
resources and capabilities which are not able phi@tty specify. Productivity is measured as
the value added per employee and firm size by nuwibemployees. Lu and Beamish (2001)
included two measures to account for the propietantent of a SME’s assets. The first
gauged the level of propriety content in technalagassets (R&D as percent of sales), and

the second in marketing assets (advertising agpeof sales).

Regarding also the export involvement’s dimensidiikinson and Brouthers (2006) include

two additional measures of respondents’ satisfaciith the firm resources: technological

resources - technological leadership, technologicadvation, learning about technology and
start-of-art processes in manufacturing - whichréigpondents rated four variables related to
technology in a 10-point scale (1, strongly disage 10, strongly agree) to evaluate if these
factors were the source of firm competitive advgatainused resources allocated for export
purposes - production capacity, marketing staffnaggment time and capital — with each
variable coded 1 if unused resources were presemt,then summed up to produce the
composite variable representing the number of @iffekinds of unused resources available

to a firm.



Table 1: Variables of the SME internationalizationprocess

Theories

Determinants

Variables Questions/ Data deicted

Author (date)

Theories focusing
on MNE

Market failures/ inefficiencies
region, nation and firm

Internalization theory (industry

The transaction cost specific factors)

Know-how or reputation of the

Number of employees and its square (in 1000)

Costs reduction R&D co-operation

Hollenstein(2005)

High degree of control of the

Galan and Gonzalez-Benito

e S . . ) (2001)
approach firm (horizontal internalization) firm’ subsidiaries Measure through the intangible assets of the firm Malone and Rose(2006)
Internalization advantages Faeth(2009)
Time passed from establishment of the companyeatirt of international
operations Saarenketo et al. (2004)
Business and Number of years since the installation of the fssidiary through FDI Mutinelli and Piscitello
internationalization experience Number of foreign subsidiaries that already Iapcwﬁ@n a new FDI is made (1998)
The number of years a company has been in thisfispleceign market
The number of years since the company has beamati@nally active Morschett (2006)
Firms turnover from international business
Number of years of experience on the concrete basior on concrete
M " ) . management team sector Malone and Rose (2006)
anagement experience and :
Ownership advantages 9 CapaCit?/ Education average level )
Education heterogeneity of the team members Ping (2010)
Age average of the team members
) Ratio of research and development expendituretéb $ales of the industry
The ecl_ectlc where the foreign unit operates Mutinelli and Piscitello
paradigm Percentage of skilled workers with reference tottt@ number of employees (1998)
Technology skills in the industry of the foreign unit .
R&D intensit Teixeira and Tavares-
Y Lehmann (2007)
Performing R&D Hollenstein (2005)
. . Billington(1999)
Market dimension GDP Faeth(2009)
. Business located in an urban area Westhead @0aI1)
Market dynamic . . e
] Population Density Billington(1999)
Location advantages Infrastructures The level of infrastructure is measured by the fletme lines/GDP Azémar et al.(2007)
Total annual public expenditure transport and cominations Billington (1999)
o ) Population Density Billington(1999)
Availability of raw materials Business located in an urban area Westhead &08i1)
Monopolistc Production differentiation Research intensity Differences in R&D expenditure between firm’s origiountry and FDI host

Managerial expertise

advantage theory New technology

country

Differences in human capital input between firmfigim country and FDI

Skill intensity host country

Baumann (1975, cited in
Faeth, 2009)




(.-.)

Stage models

Theories Determinants Variables Questions/ Data delcted Author (date)
Hofstede’s four factor framework of cultural dimers Hofstede, (1980)
Psychic-distance (culture) Differences of language, education, business esstculture and industrial
development between firm’s home country and investrhost country
: : Johanson and Vahine,
Product foreign adaption degree 1977)
Foreign Investment size (Marketing, R&D, HR, etc.)
Market commitment Which is the percentage of annual budget dedidatédreign markets?
Uppsala . Average number of overseas trips annually. CaviasgllNaor(1987)
internationalization Clgmm:trgent, Human resources committed to exporting Czinkota (cited in Leonidou
models (U-models) nowledge et al. 1996)

Proximity from the information intermediates: US@ef Commerce; State
government agencies; Industry associations.
Export agents
Market knowledge Personal contacts with executives of other firms
Lengt_h of export experience Johanson and Vahine
Foreign Market experience (1977)
Personnel experience on the firm and on the foreigrket

Cavusgil and Naor (1987)

Innovation-related
models (I-models)

Firm specific and managerial
factors

Export sales / Total sales Gankema et al.(2000)
Percentage of company's customers that are foreign
Number of foreign partners
Number of countries where the company is involve;
International share revenues
Perception of the firm satisfactory level of:
Sales growth in foreign markets;
Overseas market share;
Number of countries exporting to;
Overall export performance.
Export intensity
The number of FDIs in which the parent firm hade&rcent or greater
equity share
The number of countries in which the firm had FDIs

Saarenketo et al. (2004)

Internationalization degree Wilkinson and Brouthers

(2006)

Lu and Beamish(2001)

Network
approaches

Commitment and knowledge

exchange between the firm and its

counterparts

Age . Cooper et al. (1991, cited in
Management experience Hoang and Antoncic 2003)
Entrepreneurs’ Intellectual and Education level
Social Capital Smeltzer et al. (1991, cited
Use of business plan in Hoang and Antoncic,

2003)

Percentage of sales attributed to a network partner
Number of partnerships with MNE outside domesticket
Financial control by Partner
Markets entered
Modes of entry used

Coviello and Munro,
(1997)

Dependency of Partnership and
others market actors

10



(.-.)

Theories

Determinants Variables Questions/ Data delcted Author (date)
Number of engineers employees by total employees -
. A : Teixeira and Tavares-
Human Capital Number of employees with ljn?gl?y(z’ssyears of forstdlooling by total Lehmann (2007)

Quality of products; Price of products; (respondixgcutive assessed the

Perceived product firm strengths firm’s strength relative competitors in this respi@ a 5 point-scale: 1, great
weakness to 5, great strength)

Marketing; Finances; Production; Planning
(responding executive assessed the firm’s stremdgbive competitors in this
respect in a 5 point-scale: 1, great weaknessdoest strength)
Technology classification of the firms products Cavusgil and Naor,
Capability to develop new products; (1987)

Patents held by the company;

Perceived management expertise
firm strengths

Perceived technology firm

strengths (responding executive assessed the firm’s stremdgbive competitors in this
R Based Export involvement and respect in a 5 point-scale: 1, great weaknessdeeat strength)
foﬂfjch::e expansion>Firm’s sustainable National network middleman (responding executivaeased the firm's
pp competitive advantage Perceived network firm strengths strength relative competitors in this respect fhpoint-scale: 1, great
weakness to 5, great strength)
The number of Superior Course c_iegree employeelseofirin Hollenstein, (2005)
R&D expenditure
. The respondents rated the firm technology resowsesfirm competitive
Technological resources advantage on a 10-point scale (1, strongly disamgrd®, strongly agree):
Technological leadership; Technological innovation; Wilkinson and Brouthers
Learning about technology; State-of-the art proegas manufacturing. (2006) ’
A Dummy equal to 1, if there is unused resourcesaee:
Availability of unused resources . o - . .
Production capacity; Marketing staffs; Managemenéet
to allocate to export f
Capital.
Not explicitly measurable The level of roG\r/ieAt pigr?trzgﬁﬁz;gglg]beggégglzzee:rcent of sales) rollensIEIRs)
resources propriety ¢ gy p Lu and Beamish, (2001)
and marketing assets (advertising as percent ef)sal
Entrepreneurs management Age; Level of education; Place of university ediarat
€p nag Knowledge of Foreign language (e.g. Spanish anth&ey Cavusgil and Naor,
experience, education level and d : b
; Perceived risks of exporting (1987)
competencies ; : :
Perceived profits from exporting
General human capital Male founder; Founder’s parents immigrants
International Entrepreneur’s characteristics and P Founder has an undergraduate or postgraduate sityvéegree
Entrepreneurship experience as firm's sustainable Occupational status of parents during childhood avagsiness owner
competitive advantage Age of the founder
Management know-how Founder held a managerial position for last emplpyier to start-up Westhead et al., 2001

Habitual founder with previous business ownershijpeeience
Two or more shareholders or partners in the busines
Industry-specific know-how Business started inghme industry as last employer
Ability to acquire financial capital Received fir@al invest. during last financial year from bamksnstitutions

Source Authors’ elaboration.
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Managerial factors, in this particular associatecentrepreneur’s characteristics, are single
out by the International Entrepreneurship approath. Alvarez and Busenitz (2001)

entrepreneurs are the source of the firm competifidvantage. Indeed, according to this
literature, entrepreneurs and top management pitayingportant role in defining and

conducting a strategy for firm (Cavusgil and Na®®87; Alvarez and Busenitz, 2001;

Westhead et al., 2001). These decisions are irdkenby the skills, competencies,

experience, contacts network and all type of resmuof the entrepreneurs becoming the
entrepreneur itself firm’'s own resources. Cavusgild Naor (1987) measured the
characteristics of managers by using variable aghhe type of education, knowledge of
foreign languages, international orientation, gtowaspirations, risk-taking preferences and
“open mindedness” due to it relation to export netirlg activity. The proxies used were: age
of manager, education level of manager, place 8ége education, and the knowledge of
Spanish and/or German. To evaluate the perceigidand profits of exporting, the authors
asked respondents to rate in a 5-point scale (1hrass than domestic to 5=much more than

domestic) both dimensions.

Other variable dimensions of the entrepreneurigr@gch were put forward by Westhead et
al. (2001) who studied the influence of foundefsamcteristics in the internationalization of
SME. These authors analyzed four categories of huena financial capital: general human
capital resources, the founder management know-timevfounder specific industry know-
how and his ability to obtain financial resourcBggarding the general human capital, this
variable was measured via entrepreneur’s educsig and gender, as well the nationality
of parents of the founder. The management know-lawable was operationalized as
follows: whether the occupational status of pareisng founder’s childhood was a business
owner, age of the founder, founder held a manadgeriaprofessional position for last
employer prior to start-up, habitual founder witleygous business ownership experience and
two or more shareholders or partners in the busindse last two dimensions were measured

by past work of the entrepreneur and firm investimesceived, respectively.
3. Methodological underpins
3.1. Description of the questionnaire and the opet@nalization of the proxies

The best form to collect primary information regagithe firms and their internationalization
processes is through a direct questionnaire (Cadvasd Naor, 1987; Simdes and Castro.,
2000; Westhead et al., 2001; Fischer and Reub8R; 2ollenstein 2005).

12



The questionnaire was ministered online throughdSarvey Platforni.After comparing the
pro and con of using an online survey or a postesyrwe choose the online tool due to the
advantages presented to the survey respondentslafomthe researcher itself. Specifically
to the respondents, this survey method is quiakactess, since we can deliver the survey by
e-mail or through a web link. Additionally, thisrgaular online tool permit saving a survey
that is incomplete and not submitted, allowinghe tespondent open the survey latter in the
state it was left to finalize and submit. Moreowvélis more user-friendly due to the features
of the software/tool in terms of alerts and asastagiven. For the researcher this online
platform is a good option since allows building gdex survey without losing the usability
and attractiveness, important factors to stimubgsresponse to the survey. Aside from online
surveys being more eco-friendly and cheaper (comgavith the tons of paper and cartridges
needed to implement a post survey), online surragke the collection of data and the

analysis process a more efficient and cost-effegtiocess.

However, according to Kaplowitz et al. (2004), tesponse rates for e-mail and web surveys
may not match those of other survey methods, maing/to two reasons. One explanation is
the fact the normally a web survey receives les® tand attention by the survey developer
than a normal mail (e.g., personalization, pre a@cntletter, follow-up postcards, and
incentives), and the second explanation is rel&tethe delivery of the web survey to the
respondents which can face problems such as inteewoerity options and/or the survey e-

mail is classified as “junk mail” or “spam”.

In building the questionnaire we balanced betwédmnrobustness of the information to be
collected and the dimension of the questionnaiy@d to implement a relatively condensed
guestionnaire aiming at reaching a reasonable nsgp@te. Indeed, as several authors noted
(e.g., Andersen, 1993; Hollenstein et al., 2005xfiea and Tavares-Lehmann, 2007), a non-
compulsory questionnaire is normally plagued bgwa tesponse rate, particularly in studies

targeting SME.

Based on the literature review, performed in Sec2p we built a questionnaire which is
composed by 4 groups of questions. The first gisreks to identify the firm, the responsible
person for filling the questionnaire, as well hesftelephone or e-mail contact. In the second
group it is characterized the top management tefatineofirm. As referred in Chapter 1, the
SME top management team should receive a spetzaltiain due to the huge potential impact

“Limeservice is the official limesurvey hosting fitam and was the software-as-service used to crdatelop
and run our survey (more informationvinvw.limeservice.com
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it has on the strategy adopted and establishetéfirm (Lu and Beamish, 2001; Fischer and
Reuber, 2003; Ruzzier et al., 2006; Stoian e28l10). We choose, in line with Mutinelli and

Piscitello (1998), Westhead et al. (2001) and P{R@10), the education level of the

management tearfhas well education heterogeneity and internatitmainess experience as
proxies to investigate the management experiendecapabilities of Portuguese SME. The
guestion group ends with proxy to measure the camemt of resources to exporting through
the number of average trips to foreign markets madeually by each member of the

executive team.

Simdes and Castro (2002) argued that firm’s charestics alone may not be enough for
explaining an internationalization option stratemyyd Johanson and Vahlne (2009) argued
that the knowledge and commitment to an externaketaas well the firm network, defines
the internationalization process of any SME. Thhs,third group of questions characterizes
the internationalization process of the Portugu8SE. The first question of this group
clarifies whether the company is already intermedlzed or it intends to be in the short-term.
Moreover, for each group of firms (internationatizend intending to internationalize) it was
asked the number of countries (Saarenketo et @04;2Stoian et al., 2010) with which it
maintains (or intents to) commercial relations, th&rket entry mode, number of subsidiaries
(Lu and Beamish, 2001), all seeking to measurefith@s internationalization degree and
evaluate the market diversification through theneroy ranking by income (International
Finance Corporation - World Bank Group). In thi®gy, we also measured, in line with
Johanson and Vahine (1977), service and producifeaions for external markets as proxy
to the resource commitment to foreign markets, el the number of employees exclusively
dedicated to external markets (Czinkota, 1982 ditdceonidou et al., 1996).

This third group of questions ends with proxiesmieasure the Portuguese SME networks
such as number of partnerships with MNE, SME and ®&ganizations in foreign markets
and dependency of them (Coviello and Munro 1997ahd Beamish, 2001), as well the use
of business plans in the decisions related to eatenarkets (Smeltzer et al. 1991).

The fourth part of the questionnaire aims at charatng the resources and capabilities of
the respondent firms and to complement the analygsithe firm export performance. It

contains questions regarding firm's economic andarftial performancé, year of

*Top management team was identified at four job peeels: CEO/President, Sales Responsible/Director,
Financial Responsible/Director and Production Rasijtie/Director.
* The Financial data were asked in average of tyeaes (2008-2010)
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establishment, the number of employees, and ingustiorder to assess firm’s technological
skills, we also asked the number of engineers amala/ees with tertiary education degrees.
To conclude this last group there were questiofeta® to Research & Development and
Innovation (R&D+I) according to the Manual of OgR005). The focus on firm innovation

have an important role once many scholars defertdatd stronger product development
capabilities generally lead to more committed foohmternational involvement (Simdes and
Castro, 2002; Cassiman et al., 2010) mainly becduses participating in international

markets are exposed to more intensive competibDahgado et al., 2002).
The operationalization of the above mentioned Wéegis described in Table 2.

3.2. Target population and data collection process

The target population for the present study isRbguguese SME. We used AICEP database

to create a list of domestic SME that contactedatigncy and use(d) the agency’s services.

This database contained 6764 potential contacts/SN#Eibuted by all Portuguese regions

and industries, which were (by April 2011) inteioaglized or intended to in a short term.

Concerning the industrypur population is largely constituted by ‘Manufa@tg’ industries
(52%), and wholesale and retail trade firms (23,96jvever even with this clear imbalance,
the database have firms from all sectors (Tablel)terms of location, and having as
territorial reference unit the NUTS filwe observe (Figure 5 — left map) that the regibas
involve more firms are Grande Porto (23.3%), Grahd#doa (15.1%), Ave (10.1%) and
Baixo Vouga (7.3%), but all regions have firmshe tatabase, including Portuguese islands,

Madeira and Agores.

The data gathering process was laborious and divitéhree parts/stages. The first stade (7
to 18" of March 2011) involved a pilot test resortingfitee randomly selected SME from the
database. The purpose was to evaluate the predispad the SME’s top management team
in answering the questionnaire, to evaluate thek (&) clarity of questions, and to discover
possible “bugs” in the online survey before its amas launch through the electronic
platform. In parallel, contacts were establishethwie AICEP’s Board of Directors in order

to gather their official support in the process.sila Horta, AICEP’s President wrote a

® Classification was made according the CAE codesision 3 stated in Diario da Republica, 22 Séfi@h—
14th May 2007.

® NUTS are the Portuguese Statistics Territorialt&nihich designates the statistics sub regionsdivites the
Portuguese Territory, in accordance with Regula{ie@) N° 1059/2003 of the European Parliament &ed t
Council of 26 May 2003. Regulation established anlnclature of Territorial Units for Statistics (NS).
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personal letter calling for the participation of EMThe second phase occurred betweéfi 22
March 2011 and % of April 2011. In this phase, the first (massi\ehail calls for SME
participation was made through AICEP SME’s accountimanagers. The email was
addressed to SME’s CEO or other board members dE’Sdministrations, accompanied
with AICEP President’s letter. A first reminder wssnt 8 days after and a second 15 days

after the questionnaire was firstly dispatch.

During this process there were email deliveringopems with 536 SME failing to receive the
messages. Thus, the initial target population veaiced to 6228 SME. In the end of the

second phase 1313 complete questionnaires wergadce

After a “quality control” procedure to check thenststence and thoroughness of answers, the
number of valid questionnaires declined to 813.e&hmain reasons explain this reduction: 1)
290 questionnaires which presented a GVA variafjleakto zero were disregarded; 2) 174
guestionnaires presented inconsistence informadbout the starting of international
operations and about the foreign operations i®e#5 firms with size above 250 employees
were not considered as they fell off the categtiomeof SME! and 4) 8 firms that stated that
they operate only in the Portuguese market and db imend in a near future to

internationalize were also discarded.

Finally, the data gathering process proceeded third phase. This phase consisted in
personal and direct contact, via e-mail and by phwith some respondent SME in order to

clarify some of their answers. This permitted tooneer 99 questionnaires.

In the end of the whole process it was gatheredv@lid questionnaires, which corresponded
to an effective response rate of 14.7%. Taking adoount the characteristics and dimension
of the target population, we might consider thispanse rate reasonable (Simdes and Castro,
2002).

" Cf. SME definition of the European Commission -téEprise and Industry (inttp://ec.europa.du
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3.2.Brief description of the sample and the correspondig representativeness

The sample of 912 firms employs 38296 workers, twvimezans that in our sample the firm’s
average size is 42 employees. Using the EU’s SMiaitlen, our sample encompasses 239
(26.2%) Micro, 414 (45.4%) Small, and 259 (28.4%@dWim-sized firms.

The majority of the respondent firms belong to tdanufacturing’ Industry (54.4%), what
does not surprise since it corresponds to the Boese Export standards (Simdes and Castro,
2000; Caiado, 2008). Notwithstanding, the sampbb(@ 3) evidence a balanced distribution
among sectors, comprising the Secondary (57.9%tiafge (39.6%) and Primary which
encompasses 2.4% of the total firms consideredi¢ses + section B).

Table 2: SME population according to industry

Population Sample
Industry (CAE, REV 3)
Frequency % Frequency %
Section A - Agriculture, Anlmfal Husbandry, Huntirfeprestry 156 o5 19 21
and Fishing
Section C - Manufacturing 3239 52.0 500 54.8
Section F - Construction 268 4.3 24 2.6
Section G — Whole§ale and Retail Trade, Repair obmot 1488 239 173 19.0
vehicle and motorcycles
Section J — Activities of Information and Communica 137 2.2 46 5.0
Section M — Consulting, Scientific and Technical idities 691 11.1 115 12.6
Others sections(D,E,H,|,K,L,N,P,Q,R,% 249 4.0 35 3.9

Source Calculation based on AICEP database, March-/21i1.
Notes Calculations were made according with CAE codesision 3, stated in Diario da Republica, 22 S&%i62 — 14 May 2007

Section C is composed by many industries, beinguinsample the most represented Food
(4.7%), Beverages (4.4%), Textiles (4.5%), ClothfBg%), Manufacture of metal products,
except machinery and equipment (6.3%), Manufaabfifélachinery and equipment (4.5%),
and Manufacture of Furniture and Mattresses (3.48égtion F and section G are the only
sections in which the representativeness is shgftw comparing to the relative weight of
these sections in population. Summarizing, we ctatesthat our sample is fairly

representative of the population in what industsiestor is concerned.

In the Figure 1 (right map) is observable the thstion of the sample firms by geographic
zone (NUTS III). The most represented regions aran@e Porto (21.1%), Grande Lisboa
(19.1%), Ave (8.4%) and Baixo Vouga (7.7%). Whempared the population of the region
of Ave and region of Dao-Lafées we unfold that Awese color passed to golden color and
Dé&o-Lafbes green color passed to blue, thus thegens are slight underrepresented. In
contrast, the regions of Pinhal Litoral and Baixauga had more weight in the sample than in

population (Pinhal Litoral e Baixo Vouga yellow oolpassed to golden color). Despite these
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minor differences, we might once again argue thad B terms of geographical distributi
our sample represents well the popula Summing up, theepresentativeness of the samr

in terms of both region and sector is guaran

S, Frequency (%,
from cool
0 s AR e colors to warm
e SR D o (R colors)

0-25%
2.5% - 5%
5% - 7.5%
7.5% -10%

>10%

Figure 1. SME population (left) and sample (right) by location
Source Calculation based on AICEP database, M-April 2011

4. Empirical results
4.1. Descriptive Analysisgeneral overviev

The sample of the study is composed by 912 fiemployinga total of 3829 individuals,
l.e., with an average of 42 employeper firm. According to the EU’'s SME definition, o
sample encompass289 Micro (26.2%), 414 Small (45.4%) and 259 Medi(#8.4%) size(

firms.
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The firms’ establishment year occurred, on averagé#he year 1989 (3 years after Portugal
joining EU) with 60.9% of the firms being foundefiea the mentioned year, i.e. presenting
less than 22 years of business experience. Regatim younger firms, our sample is
constituted by 28.2% of start-upsyhich is quite different of the 52.2% value gotNISST
(2003, cited in Teixeira and Tavares-Lehmann, 20BiBwever we can conjecture that the
majority of younger firms are not natural born-gibland only look for AICEP support in a

more advanced life stage.

The most representative segment is the interndizeaafirms with 773 SME (84.8%) and
139 (15.2%) were not internationalized SME. Regaydhis latter group, and as explained
before, all firms have the intention to be intermadlized in a short-term, and the comparison
of this group with the group of internationalizaecthfs is very valuable since it enables the
identification of internationalization factors. Ftne overall sample, the mean for firm’s
international experience is 13 years, being thermationalization path already followed by
33.1% of the firms before the year of 1998.

Regarding the SME executive team, data shows tB&1% of the firms do not have a
commercial/exporter director/responsible. Nevedbgl 47.5% of the firms’ executive team
has at least three members with a tertiary degréégber? and 52.5% from these latter firms
has some diversity of tertiary degré@svioreover, the teams analyzed show reasonable
experience in international business, with 44.3%hefmembers owning 10 years or more of

experience in international markets.

The relation between international success andHimman capital was other aspect examined,
being collected information regarding employeedicadion level. The human capital was

analyzed in light of various ratios and the sanipiures that on average a firm has 34% of
tertiary degree employees from which 20% are emgseand 43% of the total employees are
foreign language speakers. An important note is &6 of the firms sample does not have

any employee with a tertiary degree.

The R&D investment variable indicates that 522 2%@). of the respondent firms performs
R&D investments, of which 274 (30.0%) firms shahe tR&D with a partner/business

8 According with Teixeira and Tavares-Lehmann (200&tart-up concept is vague. Normally concerns a
business at initial stage of life, and the conaggrationalization decided for this study is froimaida et al.
(2003, cited in Teixeira and Tavares-Lehmann, 20@%)ch considers start-up a firm with 10 year$ess.

° Referred as Post graduation, Master, PhD.

1% Referred as Engineering, Economics/Managementpéatyy, Humanities and Other Course.
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associate. Notwithstanding, in terms of R&D intenst the majority (75.6%) of the
companies belongs to the segment ‘Low-Tech’ or ‘MedLow-Tech’*? In contrast, 4.8% of

the firms present quite high values for the R&Demity, superior to 20%.

Our respondent firms are therefore less R&D intgrtbian the ones surveyed in Teixeira and
Tavares-Lehmann (2007) and Caiado (2008). Thedwrugot to the segment ‘Low-Tech’
and ‘Medium Low-Tech’ 72.1% and 69.3%, respectiyelgd for the group of firms with
R&D intensity superior to 20%, 5.7% and 6.8%, resipely. It is important to recall that
Teixeira and Tavares-Lehmann’s (2007) focus ‘intieea Portuguese firms and Caiado
(2008) firms that were involved in Official Tradasits, which might explain the differences
between these studies and ours. Ten years agoeSiar@ Castro (2000) found that only
1.99% of the internationalized Portuguese firmsestgd more than 5% in R&D. This might

reflect some changes/evolution in firms’ attitudevards R&D and innovation related issues.

Due to SME’s characteristics, it is expectable #wahe of these firms do not invest in R&D.
Yet, they still might have innovation concerns amdestments. This is corroborated by the
data collected, according to which 68.4% of thenéirdid affirm that, for the period 2008-
2010, introduced at least one product innovatidhPp% introduced processes innovation,

64.6% made organizational innovations and, fin&0.1% introduced marketing innovation.

Our firms present relatively high productivity lésewhen comparing to the national average
(19 thousand for the group of SMEJ® Indeed, the mean value of the productivity, ite t
GVA per employee for the sample firms is of abobittlBousand, ranging from a minimum
of 0 € in the new established firms and 160 thous@nchaximum (for a firm from the
Beverages Industry).

Using the classification of the World Bank and FSEBup of GNI, we observe that 59.0%
of the respondent firms export goods/services tot@es with a ‘high income’, 7.2% export
to countries from the rank ‘upper-middle income2.@46 export to ‘lower-middle income

countries’ and, finally, 8.1% of the firms expoot ‘tow income countries’. For the group of

1 \We used the OECD R&D intensity classification ofaar-position model (Jacobson et al., 2003). This

classification is applied in micro basis, i.e.aggplied to a firm level what is much more rigoraghan OECD

R&D intensity classification of economic activitgctor.

12 According with OECD R&D intensity classificatioa, firm is classified as Low-Tech firms or Mediumv:o
Tech firm if the firm's R&D intensity value is bak00.9% and 3% respectively.

13 Data from national average was gathered from IatE the GVA per employee calculations for SME firms
was based on the year of 2009.
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countries considered ‘advanced emerging market$’ 'secondary emerging markets’, there
are 14.5% and 14.7% firms respectively, exportthese groups of countri&s.

Regarding the resource compel to internationabmative observe that firms in the sample are
quite committed to internationalization. Indeed, rendhan half of them (56.0%) produce
goods/services specifically to external markets,4%3 of the firms have employees in
exclusive regime to internationalization firms sities, and 36.3% of the executive members

voyage to external markets at least 4 times a year.

Resorting to Gankema et al’s (2000) stage modet managed to depict the

internationalization stages of the firms’ sampkee(§igure 2).

45,0%
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20,0%
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0,0%

Stage 1: Stage 2: Pre- Stage 3: Stage 4: Stage 5:
Domestic Export Experimental Active Committed
Market Involvement Involviment Involviment

Figure 2: Internationalization stage of the respondnt firms
Source:Calculation based on direct survey, March-April 201

From the evidence in Figure 6 we observe that snbiat shares of respondent firms are
highly committed to internationalization. Only otterd of the firms are at the stage of pre-
export (11.5%) or starting export in a small bgsigperimental involvement stage) (20.2%).
About 70% of the firms are active involved in extp(7.0%) or already committed with
external market (41.3%, which is the most repredem segment). Thus, we are in presence
of a majority of firms that already took the stgite decision to move into

internationalization.

In Europe, Spain and France are the most importaarkets for the Portuguese exports,
followed by Germany (Table 4). Outside Europe, ingnat markets are Angola, Brazil, and
the USA. The average number of foreign subsidiadietsined by the firms sample is 0.5,

consequence of the majority (77.2%) of the firmshaving any foreign subsidiary.

4 FTSE distinguishes between Advanced and Secorigtagrging market on the basis of their national ineo
and the development of their market infrastructiifee FTSE country classification is in Appendix C.
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The use of business plan or market studies to suppternationalization decisions by
respondent teams’ executive teams is not frequenty 18.4% uses it frequently or always
and 33.3% of the firms admit that never used themsupport the internationalization
decisions.

Table 3: Main countries/markets for firm respondent

1st market 2nd Market 3rd Market
Country % Country % Country %
Spain 22.90 France 11.34 Spain 6.65
Angola 11.23 Spain 9.71 France 6.65
France 10.69 Angola 6.43 UK 5.78
Germany 5.89 Germany 4.80 Germany 5.23
Brazil 3.49 UK 4.03 Brazil 4.25
UK 3.82 USA 3.60 Angola 3.82
USA 3.27 Switzerland 3.49 Italy 2.94
Netherlands 2.51 Mozambique 3.16 USA 2.84
Switzerland 1.74 Italy 2.94 Cape Verde 2.84
Morocco 1.53 Brazil 2.94 Mozambique 2.40

Note:Grey areas identify non-European countries.
Source:Calculation based on direct survey, March-April 20

Another relevant aspect concerning the presen&\Vil in the foreign markets is its network
of partnerships. In this study the respondents (inf&nationalized firms) answered, that
whenever they have a partner (70.9% of the firni®y normally privilege SME instead of

MNE or Scientific, Technological organizations likeiversities or R&D institutes.

Table 4: Firms' sample partnerships/cooperation

Number of partnerships With MNE (%) With SME (%) Wi&D Org. (%)

0 67.7 37.0 89.0
1 10.7 154 5.3
2 8.8 111 3.4
3 4.7 6.9 1.0
4 1.9 4.0 0.3
>5 4.0 19.3 0.8

Number (% of total firms) 250 (32.3%) 487 (63.0%) 85 (11.0%)

Source Calculation based on direct survey, March-Ap@il2
Note:For the calculations was considered only 773 istiionalized firms only because these firms havectiffely partnerships presently.

The partnerships of Portuguese firms with other SiW=frequent, and can be explained due
to the need to merge forces and resources to serd® possibilities of success and better
performances. The partnerships with MNE might be fateway to a foreign market
(Coviello and Munro, 2000), however only 33.3% lu respondent firms’ sample bet on this
type of partnership. Finally, the partnership wicientific, Technological organizations
seems to be undeveloped among the firms in thelsastpwing a lack of propensity to open
innovation, which could constitute a promising pdtn SME to overpass the lack of
resources and increase their competitiveness (érahdl., 2009).
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The most frequently cited mode of entry into foreigarkets is export with 78.4% of the
firms choosing exportation as the way to start cenmunal relations with foreign markets. Still
15% of the firms have made a direct investmentheneixternal market through acquisition or
Greenfield investment, 9.5% have made Joint-Vesttweentry in a certain market, and 7%
have decided initiated commercial relations throliggnses (franchise, licensing, etc.). The
prominence of exports is in line with the evidergaghered 10 years ago by Simdes and
Castro (2000). It is interesting to note that sdimas (7.5%) evidence more complex paths in
terms of entry modes by implementing both expants BDI modes, depending of the foreign
markets.

Portuguese firms privilege Spanish market regasdies entry or operation mode, which it is
understandable mainly by geographical reasons {teanet al., 2007). To the main
European countries, Portuguese SME normally opekgorting. In contrast, for countries
like Brazil or Mozambique there is a relatively Iy incidence of more direct investment
modes (e.g., subsidiaries, joint-ventures). Licegss more ‘preferable’ in the case of China,
Russia and Israel.

Table 5: Main countries of destination of FDI, Joint-Ventures, Exportation and Licensing

Subsidiaries Joint-Ventures Exportation Licensing
Country % Country % Country % Country %
Spain 3.93 Angola 2.29 Spain 35.27 Spain 1.74
Brazil 3.38 Brazil 1.96 France 29.24 Angola 1.53
Angola 3.16 Spain 1.85 Germany 21.03 Brazil 1.42
Mozambique 1.96 Mozambique 1.09 Angola 17.63 France 0.76
Cape Verde 1.31 Morocco 0.76 UK 15.44 USA 0.65
France 1.31 Cape Verde 0.76 USA 10.73 UK 0.55
UK 0.98 France 0.65 Italy 10.41 China 0.55
Morocco 0.55 Algeria 0.65 Brazil 10.08 Russia 0.44
Poland 0.55 Italy 0.44 Netherlands 9.09 Israel 0.44
Germany 0.55 Germany 0.33 Belgium 8.11 Mozambique 44 0.

Source Calculation based on direct sury@&jarch-April 2011

Most of the surveyed firms are Portuguese owned% Bave the majority of capital owned

by Portuguese stakeholders. Only a meager pereemfafgrms (3.1%, i.e., 53 firms) have

foreign capital superior to 10% of its Social Capitin this last group, it is included 16

enterprises with 99% of the Social Capital detaibgdioreign entities. This is understandable
since the firms which depend from foreign entithesmally are subsidiaries and do not look
for AICEP support.
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4.2. Differences between groups of firms by certaikey dimensions

In existing research several criteria have beend uaad combined to characterize
internationalized SME or to measure their exportqggenance. These criteria can be classified
into three main categories: Internationalizationmelnsions such as internationalization
commitment (Stoian et al., 2011) and countries>qfoet/FDI destiny (Stoian et al., 2011),
technological competencies dimensions, namelyrttensity of R&D activities (Golovko and
Valentini, 2011), and firms’ demographics traitxlsuas size (Hollenstein, 2005), industry
(Stoian et al., 2010), region (Gil et al. 2008) atstribution of the social capital, namely the
percentage of foreign owned capital (Mutinelli d&1dcitello, 1998).

Thus, in order to properly characterize and becacguainted with the main international
related traist of Portuguese SME, in what follows wanalyse the respondent SME by
unconvering their (statistical) significant diffees in terms of the above mentioned
categories and dimensions: internationalization rodment and destiny countries;
technological/innovation competencies; and firmsmagraphic traits (size, industry, region,

and the percentage of foreign vs domestic owneatap
Internationalization commitment

Considering the overall respondent sample, abol8%4f the firms are internationalized,
being distributed by different export stage. Babexinon-parametric test of Kruskal-Wallis, it
was observed that the different internationalizatstages differ statistically in terms of all
analyzed variables (p-value<0.10), showing impdrtdifferences in terms of firm size,

internationalization experience, resources comunhititeforeign markets, number of countries

reached and, quite expectedly, dependence of foreagkets (Table Al, in Appendix).

Firms that are more committed to international@ag&mploy on average about 52 persons. In
contrast, firms in the pre-export stage are suklisifn smaller employing about 19
employees. As expected, the higher the export stegbkigher are the resources committed to
internationalization, the higher the internatiomaisiness experience, and the greater the
dependence on external markets and partners ia thesgn markets. On average the firms at
the committed stage export to 11 countries, beimyertheless their exports quite
concentrated — indeed, the sales for the 3 ma#igormarkets represents 66.7% of the total
sales. The business experience and the internbecparience of the firms seem to be an
important factor to internationalization since a&santernationalization stages these values

are increasing, supporting the stage models apprqdohanson and Vahnle, 1977).
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Additionally, recent literature argues that expgmsduce learning effects (Silva et al., 2010c)
which tend to be better captured the higher thendirforeign markets knowledge and

experience. Regarding the technological skillsteelavith the human capital, we observe that
pre-export firms have higher values than any ositege. Notwithstanding, they present lower

values than the remaining firms for the introductas innovations.

Concerning productivity, we found that the mostduative firms are those in the pre-export
stage (49.1 thousan€), followed by committed stage firms (40.5 thousat)d active
involvement stage firms (27.4 thousa)dand, finally, experimental involvement firms (85
thousandt). We can theorize that are potential good experepre-export stage. Moreover,
we can speculate that pre-export productive firmhenvgo into foreign markets face a need
for increased resources, which might reduce thedfitpmargins. These margins tend to
evolve positively as soon as the firms become &urthvolved in internationalization.This
might be the reason we observe a fall in the vafygroductivity from the pre-export stage to
the experimental involvement stage, which is thremadased with export intensity, recovering
in these latter stages the high values of GVA pepleyee. Another thesis is defended by
Lépez (2009, cited in Silva et al., 2010b), who gmeed the idea that , in developing
countries, ‘self-select’ to exportsmay be aconssiptocess by which some firms increase
their productivity with the aim of becoming expoge

Regarding the firms’ resource commitment with intgronalization, the results demonstrate
that the higher the firms’ export intensity, theeaper the resources they committ to
internationalization. Additionally, we observe thae-export firms present some reasonable
resource commitment, which might predict that thaye preparing to engage in
internationalization activities. Last note is comma with the number of partnership of the
respondent firms. The evidence indicates that tmaber of partnership of the respondent
firms tends to increase with export intensity. Mapecifically, the number of MNE
partnership in the pre-export stage is 0.76, foegperimental involvement is 0.80, in the
case of active involvement stage firm is 0.87, #mel higher values are observed in the
committed involvement stage firms with 1.22 parshgr with MNE per firm.

Destiny countries

Based the non-parametric test of Kruskal-Wallis {&ble A2, in Appendix), we realize that
Portuguese SME might differ significantly accordingh type of foreign market chosen for

exporting, although not all results are conclusive.
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The size of a firm is normally higher when the fimxports to ‘lower-middle’, ‘upper-

middle’, and ‘high income countries’ or for ‘sec@mg emerging markets’. In the particular
case of ‘upper-middle income countries’ and ‘se@pe@merging countries’, we found a firm
average size of 63 employees and 56.9 employepeatagely, being these the firms with

larger size.

Analyzing the business and internationalizationegigmce dimension, on average the SME
that export are more experienced but we do not &ng relevant differences between the
different markets. Nonetheless, we found that tlkxecetive team internationalization

experience is higher for SME that are exportinggézondary emerging markets'.

An important pattern found at the level of the exex® team regards the education level and
its diversity that is especially high for firms th@decided to export for ‘upper-middle income

countries’ and ‘secondary emerging countries’. Addally the same firms present high

values of the ratio of Engineers for total emplsyeeith 23.6% and 20.8% respectively, only
overpassed by firms exporting to ‘advanced emergiagkets’ (26.9%).

Concerning productivity (i.e., GVA per employed)etmost productive SME are the ones
that export to ‘secondary emerging markets’ (3h8usand€), and for ‘low income

countries’ (35 thousang).

According with the results, we might have a pattemthe choice of lower income markets,

with SME that export to ‘low-income countries’, average also export to ‘lower-middle

countries’ and the inverse is also true. The SMih greater market diversification seem to
be the SME that export for ‘upper-middle countrig¥’esenting balanced mean values for
‘lower-middle income’, and ‘advanced emerging 'aalixsecondary emerging markets’

The most export intensive firms are firms that ekgo ‘upper-middle income countries’
(45.9% of export intensity), to ‘high income’ (4%680f export intensity) and for ‘secondary
emerging countries’ (47.2% of export intensity) ellasser export intensive firms are the ones
that export to ‘low and lower-middle income coue#'i(29.2% and 30.0% of export intensity
respectively). Other evidence of internationalizatdegree is the number of foreign markets
in which a firm is active. This variable differsotamipon income market, showing that firms
that export to ‘upper-middle countries’ are presart2.5 countries might confirm the theory
that these firms are more market diversified akedtarevious paragraph. Firms exporting to
‘secondary emerging markets’ presents also an gggraesence in 12.5 countries.
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Regarding the firms’ resource commitment with intgionalization, the results demonstrate
that the once more that ‘upper-middle income’ ah@H income countries’ have greater

resources commitment as do also ‘secondary emengangets’.

The last significant information at Table 9 regai@BIE that export to ‘upper-middle

countries’, showing that these firms besides expgrthey make foreign direct investment.

R&D intensity

Considering the overall respondent sample, thesfiare distributed according with R&D
intensity with 537 (58.9%) being classified as ‘L-Gwch firms’, 152 (16.7%) as ‘Medium
Low-Tech’ firms, 60 (6.6%) as ‘Medium High-Techirs, and 163 (17.9%) as ‘High-Tech’
firms. Golovko and Valentini (2011) defend thatonation and exports positively reinforce
each other and are complementary. These scholza re their work, the positive relation
between exporting and the probability of innovatamyd also that firm’s export activity is

positively associated with an increase in its nunabg@roduct innovations.

Based on the non-parametric test of Kruskal-Walliswas observed that the distinct
dimensions differ statistically in terms of all &wed variables (p-value<0.10), except for
GVA per employee (p-value=0.106), which marginabcepts the null hypothesis of similar

means.

The first insight of Table A3 (in Appendix) is thiite size of the SME analyzed is inversely
proportional to the R&D intensity and that ‘Mediudigh-Tech’, and especially ‘High-Tech’

firms, are younger and less experience (in termbusiness and internationalization) than
‘Low-Tech’ and ‘Medium Low-Tech’ firms. The latteeferred firms present higher values

for business and internationalization experience.

The ‘High-Tech’ firms’ executive team shows a lagk international experience, which
contrast with the high international experienceha executive teams of the ‘Medium Low-
Tech’ firms. Additionally, we found that ‘High-Tetfirms present a slightly inferior number

of commercial heads/directors. However, the ‘Mediuow-Tech’ firms show lower values

of R&D intensity (1.7%) compared to the ‘High-Tedirms, which present a ratio almost 9
times higher (17.2%) and lower human capital paéntNevertheless, we found that
‘Medium Low-Tech’ firms innovate as much as ‘Higleéh’ firms, even showing higher

values for process (84% vs 77%), organizationalM§Z1%) and marketing innovations (78
vs 70%), being at the back only in product innawagi (86 vs. 90%).
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This latter fact, according with Silva et al. (2@L,0might be related with the high export
intensity of ‘Medium Low-Tech’ firms, since exparg positively affects product and process

innovation, mainly if firms export to ‘High inconmuntries’.

‘Medium Low-Tech’ firms are the most export commdt firms to internationalization,
selling 43.2% of their sales to foreign marketsppeoresent in about 11 countries. ‘Low-
Tech’ firms exports 36.4% of their sales and aesent in about 8 countries. Finally, ‘High-

Tech’ firms exports 36.8% of their total sales anel present in 9 countries.

About the SME network, the most relevant informatis related with the number of
partnership with S&T organizations that is propmmally related with R&D intensity: 75% of
the ‘High Tech’ firms stated that they establishtparships with these entities which stands
in sharp contrast with the corresponding figure'fomw Tech’ firms, 8%.

Finally, we observe that the combination of modesnry (export and FDI) decreases with

R&D intensity group of firms.

Size

Recall that the overall respondent sample encorepa239 (26.2%) Micro, 414 (45.4%)
Small and 259 (28.4%) Medium-sized firms.

The international business literature considersugitde that larger firms possess more
resources which allows a better internationalizatipproach, directing more efforts to export
activities (Stoian et al., 2010). However, the fisme relationship with internationalization
success is not unanimous (Stoian et al., 2010, th# born-global firms being the evidence

that small size of firms is not in itself an ob#ai® a successful internationalization.

Based the non-parametric test of Kruskal-Wallis {Gible A4, in Appendix}®> we observe
that, excluding entrepreneurs’ intellectual andiaozapital p-value=0.531), SME differ in a

significant way in all dimensions of internatiorzaiion determinants.

Although the differences in mean values are as @ggde showing that the medium-sized
firms have larger export intensity than micro amdall firms. The number of countries
follows the same array with medium-sized firm preésg a mean of 12.1 countries, 7.9
countries for the small-firms and the lowest valiee micro-firms with 5.4 countries.

Moreover, important differences exist in businesd aternationalization experience, with

!> The non-parametric Kruskal-Wallis test is basedttw null hypothesis and tests if the sample cofras
population with the same distribution. It servesassess whether there is evidence of staticallyifgignt
differences in the mean values of analyzed varsaf¥aroco, 2010).
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medium-sized firms presenting higher experiencelagler levels of resources committed to

internationalization than micro and small firms.

The most productive firms in our sample are quiteals (Micro). Specifically, on average,
Micro firms present a mean of 46 thousaficher employee whereas the value for the
Medium-sized group is 26 thousaigper employee. In terms of technological competsnci
we observe a mixed pattern. Indeed, in one sig@viation related proxies convey the image
that larger firms (that is, Medium-sized) are mdg@mamic in terms of introducing product,
process and organizational innovations than thmialler counterparts (i.e., Micro). In the
other side, the ratios of engineers and tertiagrel= employees are substantially higher in the
case of Micro as to compare to Medium firms.

Concerning the type of markets SME targeting fopagiing, data evidence interesting
patterns with micro-firms positioning themselveghe advanced emerging markets whereas
‘upper-middle’, ‘high’ and ‘secondary advanced n&isk are target mainly by Medium-sized

firms.

Finally, the results indicates that the number afteerships agreed by Portuguese SME are
once again proportional to firms’ size, being thedmm-sized firms more linked with other
organizations at foreign markets. The same evidentie also for firms that export and at
the same time are engaged with FDI, with mediuraesiirms showing a higher mean value
(11%).

Summarizing, the size of the firm might indicate e thresources available to
internationalization. Moreover, as Lederman et(2006) defended, in terms of the EPA’s
policy it might be important to focus the attentimm the medium-sized firms, which have the
potential to export, but are not yet exportingcsithese firms have better basis (resources) to

be successful on internationalization activities.

Industry

Using the Portuguese system for industry classifin® (CAE REV3 —Cédigo de Actividade
Econémicy, we proceed with non-parametric test of KruskaiN§ (cf. Table A5, in
Appendix).

% 1n order to simplify the reading of the industrigassification, we will use abreviattions for eanHustrial
sections (e.g. Section A — Agriculture, huntingefiry and fishing is denomited by Agriculture).
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The size of the firms differs by industry, with th&holesale and Retail Trade’ industry
showing the lowest value (19 employees), and ‘Mactuiring’ industry and ‘Construction’

the highest values (55 and 51 employees, respgdtive

According with prior data, it is expectable to abvee higher values of business and
internationalization experience for ‘Manufacturirfgins as this industry is traditionally the
most committed with internationalization. In fatite firms from these industry presents the
higher values of business experience (0.53), iateynalization experience (0.49), and the
most experienced executive team for internatioatibn activities (0.58). In the opposite
side, stand firms from the ‘Information servicesdaConsulting services’. The firms from
‘Construction’ sector also show reduced internal@ation experience, presenting a very
low value of 0.04. This might indicates that ‘Canstion’ firms only recently started to
approach foreign markets, reflecting the slowdowihie construction sector at the domestic

market.

Regarding R&D intensity we found differences amdhg different economic sectors with
‘Information services’ and ‘Consulting servicestnfis presenting the higher values (20.5%
and 7.5% respectively), which contrast with thedstwalues of ‘Construction’ firms (1.1%).
Despite the relative low value of R&D intensity {20) of ‘Manufacturing’ firms, these
present the second higher value for the introdactibinnovations, just behind firms from
‘Information services’ firms. This latter sectorpaars to be the most technologically led
sector of the Portuguese economy (the correspongihges of human capital reinforce this

idea).

Concerning the type of market targeted for expgrtime found that firms from ‘Agriculture’
sector and ‘Manufacturing’ firms are strongly diegt to ‘high income countries’ (0.87 and
0.80, respectively), and in the opposite patteands ‘Consturction’ firms with an average of
0.18.

The calculations indicate that the different indiest differ statistically in terms of export
intensity (p-value<0.01).

Industries belonging to ‘Manufacturing’ Sector -imgp Textile, Clothing, Leather, Wood,
Manufacture of other mineral products other tharamévanufacture of metallic products,
Hardware Manufacture, Electric Equipment ManufaetuEquipment and Machinery
Manufacture and finally Vehicles Manufacture - pr&eng the highest percentage (above

40.0%) of firms with high export intensity (‘Comnat involvement’), which contrast with
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‘Information Services’ (19.0%, but still in ‘Activenvolvement’ stage) and ‘Construction’
firms (20.5%). Regarding the number of countri¢ssiobservable the same pattern with
‘Manufacturing’ firms showing an average numberpoésence of foreign countries of 10,
which again contrast with ‘Construction’ firms wieospresence in foreign markets

encompasses 4 countries and ‘Information servio®ss presented in about 5 countries.

In terms of S&T partnerships, we observe majoreddhces with the ‘Agriculture’ and
‘Construction’ firms without any partnership, ‘Mdagturing’, ‘Wholesale and Retail trade’
and ‘Information services’ firms presenting valuetween 0.16 and 0.22, and ‘Consulting

services’ firms leading the partnerships with S&@amizations (0.65).

Concluding the industry analysis, the data col@c&hows that there are different
options/modes of internationalization among théed#nt industries. For instance, industries
from ‘Agriculture’ sector almost exclusively expdf.93), ‘Manufacturing’ and ‘Wholesale

and Retail Trade’ firms presents lower values (@80 0.72 respectively), and firms from the
Sectors of ‘Construction’, ‘Information servicesind ‘Consulting services’ present much
lower values, which indicates that these firms dgéerent operations modes than only

exporting.

Region

Excluding Gross Value Added per employee (p-valugg®), SME differ by location/region

in a significant way in all the other variables Kl&@A6, in Appendix)-’

Regarding the size of the firms, SME located in Mharth (46 employees), Center (42
employees), and Lisbon (40 employees) are, on geetarger than those from other regions,

and more experienced in terms of business anchatienalization.

Lisbon is region where are located the firms wiigphler technological-related ratios (31.5%
engineers, 51.4% tertiary degrees employees, an8%63Joreign language speakers’
employees). In terms of introduction of productawmations, the firms from the region of
Lisbon presents similar values to the firms fromrtNand Center regions (0.66, 0.71, 0.69

and respectively).

Regarding the type of markets SME targeting foroetipg, mostly we found that Algarve
region as well as Northern firms focus largely &wgh income countries’ (88% and 77%

respectively). Firms from Lisbon seem to be thes llexus on the cited group of countries

" The values for R.A. Acores and R.A. Madeira shdaddanalyzed with some caution due to the smallb@im
of firms present in the sample.
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(55%). These latter firms, together with firms lehin Algarve and Center regions show,
compared to their Northern counterparts, tend fmoexmore to ‘low income countries’ (15
%, 13% and 12% vs. 6%, respectively).

Corroborating the data discussed in Section 3, bsemwe that firms from Littoral North,
Littoral Center and Lisbon are more committed ttennationalization than any other firms
located in the remaining Portuguese regions. Amadythe export intensity, we found that the
most export intensive firms are placed in the N¢4t20%), followed by Center (36.1%), and
Lisbon (34.3%). Moreover, firms located in suchioeg have a larger amount of resources

devoted to internationalization activities.

SME located in Lisbon present the lowest valuesthw variable “Exclusively exports”
(55%), with all other Portuguese regions showintpes between 72% and 76%, meaning
that the firms located in these latter regions hawexports their preferred mode of operations

in foreign markets.
Social Capital

The vast majority of the respondent firms (93.9%€ ‘domestic’ firms, that is, with strictly
Portuguese capital. Only 53 of the respondent fi{{38% of the total) have a share of foreign
capital superior to 10% of the Social Captfaln this latter group are included a negligible
number (16) of firms with 99% of the Social Capitakned by foreign entities. This is
understandable since the firms which depend fromida entities normally are subsidiaries

and do not look for AICEP’ support.

Analyzing the Social Capital of the sample firmsing Kruskal-Wallis test (cf. Table A7, in
Appendix), is visible that exist statistical difégrces (p-value<0.01) for exports intensity,
business and internationalization experience, t@olgical competencies, resources

commitment to international activities and firmsirmerships.

In our sample, almost all firms with foreign capitae internationalized (96%), a value
slighty higher than for firms with Portuguese cap{86%). The values of internationalization
experience and executive team internationalizagperience follows this trend with firms
with foreign capital presenting 47% and 57% respelt, and firms with Portuguese capital

showing values of 32% and 44% respectively.

'8 In order to simplify the reading, we will refer foms with 10% or more of foreign capital as firmsth
foreign capital, and the remaining firms will bendeninated as Portuguese firms.
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On the other hand, R&D intensity in firms with faye capital is lower than in firms with
Portuguese capital. A possible explanation for thet might be related to the larger number
of partnership foreign firms establish with S&T anigations (p<0.10), externalizing their
R&D activities and/or the fact that R&D operatiarsually are performed by the headquarters
and not the subsidiary. Concerning the foreign lagg speakers employees, firms with
foreign capital presents higher value than Portsgudems (52.3%>42.7%), and we believe
that this fact is related to the need of firms’ émgpe to interact with foreign entities which
possses the part of the firm social capital (eq firradquarters in case of being a subsidiary
or foreign partners). The firms with 10% of SodiZdpital in the hands of foreign entities
present, on average, higher values for export &mer(53.0% comparing with 36.9% of
domestic firms), committing more resources to fgmemarkets. Firms with foreign capital
appear to be better interrelated with other orgdioms, and show a higher propensity to
direct its sales to ‘low income countries’ thangbmwned by national capital. It seems too
that ‘Foreign owned firms’ tend, to a larger extdran domestic ones, to internationalize via

exporting and FDI investments.

Summarizing all the results analyzed resortinghorion-parametric Kruskal-Wallis test (see
Table 7), we concluded that the size of the firfing)s’ export intensity and the firm sector of

activity/Industry convey the major (significant)fférences between SME. Consequently,
these dimensions should constitute important daiter the Portuguese SME segmentation.
Moreover, these criteria could be complemented Hey dther dimension such as Foreign
Social Capital, which albeit of the less significanregarding the internationalization

determinants, constitute a relevant policy relat@dension. Due to table size constraints,
‘Destiny country’ column is referred to only to ‘¢h income countries’ in order to reflect the

most important targeted exporting market of PoresguSME.
4.3. Factorial analysis

As the variables included in this research havenbeeviously studied and related to
corresponding constructs, confirmatory analysis@dores were conducted in order to asses
construct dimensionality and to condense and sumendne information related to several
determinants, as presented in Table A8 (in Appen#ikMO tests were utilized for revealing
the correlation degree among the items considgredn the value of 0.761, which, according
with Maroco (2010), is the KMO medium recommendedug for factor analysis. Next,
principal components analyses, with varimax rotgtizvere conducted and factors with

eigenvalues greater the 1 were extracted.
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Table 6: Summary of the SME characteristics influeses on SME internationalization activities (accordig with
executed Kruskal-Wallis test).

. - R&D Destiny Export Location Social
Proxies Size intensity country | intensity Industry (NUTS 1) | Capital
Number of firm employees 00 o000 o000 o000 [ N X J -

Cooperation in R&D (Yes=1)

Business experience (firms in business at more 2Bayears=1)

Firms that are internationalized (Yes=1)

Internationalization experience (internationalifiechs at more
than 13 years=1)

Commercial or Export Director (Yes=1)

International experience of the management tedra atverage
experience in internationalization of the managerteam is of 10
or more years (Yes=1)

Education level of the management team - Thre@bilite four
member of the management team have tertiary d€ygess=1)

Diversity of management capabilities - the managerteam
includes individuals from 2 or more distinct cowg¥es=1)

Engineers in total employees

R&D intensity

Employees with tertiary degree in total employees

Foreign language speakers’ employees

The firms made a product innovation in the lase8rg

The firms made a process innovation in the last88y

The firms made an organizational innovation inldst 3 years

The firms made a marketing innovation in the lagears

Gross Value added per employee

Low Income Countries*

Lower-middle income countries*

Upper-middle income countries*

High income countries*

Advanced emerging market*

Secondary emerging market*

Development and production of goods and servicepéaific
foreign markets (Yes=1)*

Employees exclusively dedicated to internationétireactivities
(Yes=1)*

The management team makes, on average, 4 or ripgedr
foreign markets (Yes=1)

Export intensity

Number of foreign markets/countries*

Turnover associated to the three main foreign etark

Number of foreign subsidiaries*

Use of business plan by the executive team*

Number of partnership with large firms*

Number of partnership with other (SME) firms*

Number of partnership with S&T organizations*

Turnover associated to the network partners*

Exclusively exports (Yes=1)*

Exports + FDI (Yes=1)* [ X X )

Source Calculation based on direct surydjarch-April 2011
Note: *In this case the calculations were made accorditfytive 773 firms that are internationalized inertb avoid bias.

Legend:
) (X ) B X X
Poorly Significant (p-value<0.1) Significant (plva<0.05) ngh\llyailgzglgair;t (-
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Thus, factor scores were calculated, the new dimeasvere interpreted and further used in
the analysis. In this way, we could concentrate wheables introduced in factor analysis
procedures into 11 resulting dimensions: ‘Humanitafpand ‘Firm size and experience’,
‘Firm export commitment’, ‘Innovation’, ‘Sophistited markets’, ‘Executive team
resources’, ‘Firm network’, ‘R&D’, ‘Emerging mark®ef ‘Poor markets’, ‘Foreign capital
exchange’, and, finally, ‘Value added'.

The first eigenvalue reflects the importance of haroapital and the firm experience for the
internationalization activities. These two dimemsicare clearly opposed, but related, since
internationalized Portuguese SME seems to be olaled, consequently experienced and
larger. On the other side, we found younger, negrirationalized SME? the majority of

which start-up, with high human capital resourc€kis eigenvalue presents the higher

variance of all factor analysis: 12.7%.

Firms’ export commitment is other important dimemsi(second eigenvalue, variance of
8.7%) that can characterize a SME’s internatioasibn path, mainly through firm’s export

intensity, since the foreign dependence is intcaly linked to it.

The third eigenvalue explains 6.4% of the variaraeq is related to the introduction of
innovations in the firm, being another feature tonsider when reviewing the SME

internationalization potential.

Firms that choose to export as a unique and pesferrode of internationalization (no FDI),
according with the fourth eigenvalue (variance di%), do it mainly to the sophisticated
countries/markets. This relation is aligned witiopresults and was firstly commented at the
Section 4.2.

The executive team resources is the fifth eigerejadince relates the executive team skills
with firm resources committed to internationalipati(number of executive team trips to
foreign markets and presence of Commercial dirgcldiis eigenvalue explains 4.8% of the

variance, and at this point the first five eigemes explains a 41.7% cumulative variance.

The factor analysis grouped the SME networks inftlieign markets in the”BeigenvaIue.
As already observed in the prior empirical analysisl in the literature review, this result
confirms that the firms’ presence in foreign masketight be related to the firms’ network in

those countries.

9 SME not internationalized, but looking for EPA popt being present in the study sample.
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The variables related with R&D, such as R&D intensR&D cooperation and the firms’
partnership with S&T organizations constitutes fawenth eigenvalue. In this case R&D

activities look like as the common denominator wihaeems reasonable.

Regarding the eighth eigenvalue, it gathered thesfiwhich exports to ‘Upper-middle
income country’ and to ‘Secondary emerging markdeseems that the SME market targeted
for exporting when is an ‘Upper-middle income cayhtprobably the SME exports too to
‘Secondary emerging market' and vice-versa. A simitlationship is observed in th& 9
eigenvalue, with SME exporting to the lower incocoeintries (i.e. ‘Low’ and ‘Lower-middle

income countries’).

The penultimate eigenvalue links the presence idga capital in the SME social capital
structure and the SME select to export and engageFbDl as the chosen mode of
internationalization. After all prior research, wenture to say that SME firms with foreign
capital might be in an advanced internationalizatstage (more complex stage) than their

Portuguese counterparts.

Finally, we named the last eigenvalue as ‘Valueedtidue to the relation that a high GVA

per employee seems to have with the installaticsub&idiaries in the foreign markets.

The resulting dimensions explain 57.2% of the vargg and might constitute the criteria for
segmentation of Portuguese SME, reinforcing/comple#img the Kruskal-Wallis test

performed in the previous section.
4.4. Segments of Portuguese SME: a cluster analysis

In this last section, we resort to cluster analysislevelop segments of SME based on the
reviewed determinants of SME internationalizatibhe aim is to imposing on research data a

structure and to develop firms’ segments consistéht our prior empirical research.

Thus, based on the factorial analysis performethénprevious section, but aiming to avoid
the huge costs related to information gathering mwachagement on the part of AICEP, we
device a parsimonious solution, using the minimwroeassary criteria to segment AICEP’s
clients SME.

This restricted number of criteria does not, howgaéect the quality of the proposed SME
segmentation. We therefore present distinct fimditeons, which enables us to choose the

most adequate ones from a statistically and ussrfaendly view point.
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Segmentation Proposal 1: Whole encompassing segmetinn

According with the previous factorial analysis, Weind that language skills, SME age,
foreign markets dependency, introduction of orgafi@mal innovation, exporting to high
income countries and the education level of exeeuteams are important and different
dimensions to consider as possible segmentatiderieti Reminding the factorial analysis
results, these variables belong to the first figeevalues, which in turn explains 41.7% of

the total variance.

According with cluster quality analysis, this segitaion model is of fair quality (Figure 3),
and for these criteria, the SME should be distadun three clusters, with the largest cluster
encompassing 348 (38.2%) firms and the smalles{2b48%) firms.

Model Summary

Algorithm TwoStep

Inputs 6

Clusters 3

Cluster Quality

Paal Fair Good

T T T
-1.0 -035 0o 0s 10

Silh tt e of cohesion and separation

Figure 3: Model's goodness of fit for Segmentatiofroposal 1
Source Calculation based on direct sury@&jarch-April 2011
Note: Model summary image extracted from SPSS

The most important inputs for these clusters ausitiess experience’ (i.e., SME age) (with
importance = 1.00), followed by the ‘education lesEexecutive team’ (with importance =
0.62), and ‘language skills’ (with importance =4).1Concerning the remaining criteria the
importance is between 0.02 (‘High income countjieand 0.00 (‘Foreign market

dependency’).

We named the largest cluster (38.2% of the firnisEaperienced Medium Low-Tech firms’
since all 357 firms in the cluster have 22 yearbusiness experience or more, but present the
lower average of foreign language speakers inithre (£4.1%), and on average 51.0% of the

firm executive team has at least three membersaMéntiary degree.

The second largest cluster with 301 (34.0%) firmsoepasses younger firms than the firms
from first cluster with very low value of businessperience (3.0%). However, the distinitive
characteristic is related with the executive tedime characteristic is that all cluster’s firms

does not present any executive team with more Zharembers with tertiary degree. Due to
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this characteristic we named the clusterladw skill, Low-Tech firms’Notwithstanding the

cluster’s firms presents on average 51.4% foreaggliage speakers employees.

The 254 (27.9%) firms, those constitute the smialbdsster, are the younger firms of the

segmentation. Concerning the executive team, thister is composed by firm owning at

least three executive members with a tertiary degired presents the higher rate of foreign
language speakers: 59.4%.We named this clustafanfiig High-Tech firms’

Table 7: Whole encompassing segmentation proposalcharacteristics of the clusters’ SME

Experienced Medium  Low skill, Low-Tech firms  Young High-Tech firms
Low-Tech firms (#357) (#301) (#254)
SME age (% of flrms with a number of 100.0 30 0.0
years in business >22 years)
Education level of executive tean (%
of the firm executive team has at least 51.0 0.0 100.0
three members with a tertiary degree)
Language skills (% forelgn language 241 514 59.4
speakers on the firm)
High income countries (% of the firms
that chosen ‘High income countries’ for 70.0 49.0 57.0
exporting)
Introduction of organizational
innovation (% of fl_rm that_lntrpducted 68.0 570 69.0
an organizational innovation in the last
3 years)
Foreign markets dependenc (% of
the firm'’s turnover associated to foreign 42.6 35.8 38.4
markets)
Note In the Appendix E we present the SPSS clustgrubwf this segmentation proposal.

Segmentation Proposal 2: Intermediate segmentatigoroposal

Existing research, namely Espanhol (2007, citeSlilva et al., 2010b), refers that firms’ size,

age, social capital and productivity are featuned eéxplain firm export status. Supporting this
content, our empirical results corroborate thas¢hsame dimensions are a valid criteria for
firms’ segmentation. Consequently, we performeduater analysis having these features as

segmentation criteria.

Model Summary

Algorithm TwoStep

Inputs 4

Clusters 7

Cluster Quality

FPoar Fair Good

40 .ol.s o:o ufs 10
Silhouette measure of cohesion and separation
Figure 4: Model's goodness of fit for SegmentatioRroposal 2
Source Calculation based on direct sury@&jarch-April 2011
Note: Model summary extracted from SPSS
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The model stretches that for the inputs SME sizge, astructure of social capital, and
productivity, we should segment SME firms in sewtusters, resulting in one good quality

segmentation (cf. Figure 4).

The most important input on these segmentationthaesize and business experience (age)
(both with importance=1.00), followed by social tapstructure with an importance of 0.60
and least important is the input productivity witlportance of 0.18.

The size of the largest cluster is of 222 (24.3Wmd. These firms are from small-size, and
more than 90% of their social capital structurbetd by Portuguese entities. Concerning the
GVA per employee this cluster presents on averagjé thousandcE. But the distinguish
feature of the cluster is the business experieetz by the firms, which is quite low (none of
the firms detains 22 years or more of experiendé&). named this cluster o¥bung small-

sized firms!

Table 8: Intermediate segmentation proposal — chaeristics of the clusters’ SME

Age (% of firms S(;)C;?flirﬁgwittﬁl Productivity
. . with a number of . (GVA per
Cluster (n° firms) Size* years in business  10% or more of its employee, thousand
>22 years) social capltal qv_vned €)
by foreign entities)
Young small-sized firms (#222) Small-sized firms 0.0 0.0 27.7
Young micro-sized firms (#203) Micro-sized firms 0.0 0.0 23.7
Mature small-sized firms (#164) Small-sized firms 100.0 0.0 314
Young medium-sized firms (#88) Medf'il:nr?:'zed 0.0 0.0 28.9
Mature medium-sized firms (#156) Medf'i‘;nnq‘:'zed 100.0 0.0 24.7
Foreign equity firms (#51) All sizes firms 43.0 100.0 26.4
Highly productive firms (42g)  Micro and Small- 54.0 7.1 288.8

sized firms
Legend:*According with EU SME categorization: Micro, Smalid Medium-sized firms.
Note In the Appendix F we present the SPSS clustgruwdf this segmentation proposal.

The second largest cluster has 203 (22.3%) firmisigoall micro-sized firms. Similarly to the
last described cluster, more than 90% of socialt@lagtructure of the firms is held by
Portuguese entities too, as well all firms predess$ of 22 years of business experience. An
additionally feature of this cluster is the averafe23.7 thousand of GVA per employee

shown by the firms cluster. We named this clusté¥oung micro-sized firms’

The next cluster to be described is constituted &4 (18.0%) firms, and it is similar to the
‘Young small-sized firm<luster. The main difference is related with bassexperience and

in this cluster the firms shown large business gepee. Consequently, we named this cluster
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of mature small-sized firm3 he other difference is related with GVA per eaygle, with this

cluster presenting a higher average of about 3ibdsance.

The medium-sized firms are distributed in two sanitlusters: thgoung medium-sized firms
andthe mature medium-sized firmEhe cluster ofoung medium-sized firnis formed by 88
(9.6%) firms, and the cluster afature medium-sized firmgas 156 (17.1%) firms, and both
firms’ clusters are held by Portuguese entitiese dther important distinguish feature is the
average GVA per employee values that is higherhinybung medium-sized firm@8.9
thousancE > 24.7 thousan€).

The second smallest cluster has 51 (5.6%) firmd veanamed oforeign equity firmslue to
unique feature of this cluster: is the only thdtfamims have foreign capital in their social
capital structure. Regarding the other inputs tlidgy not assume special importance.
Consequently we found in this cluster SME fromsidles, less experienced and with larger

experience, and, on average, the GVA per emplsyabout 26.4 thousar&d

The size of smallest cluster is 28 (3.1%) firmsisTdmall cluster is formed by the elite firms
in terms of productivity. The average value of GY¥é& employee is about 288.8 thousé&nd
thus we namedighly productive firmgluster. The other important input in this clusgethe
size of the firms, but this feature might by mongrecondition than a criteria. We are refering
to the micro and small-size of the cluster firmsd also to the fact that smaller firms are

better able to present higher ratios such as GMAepwloyee than medium-sized firms.

Despite the logical and good quality of the presmgmentation, one of its major problems is
the absence of an export indicator. If we analyse different clusters, we are not able to
know concretely whether the firms export or notd avhich is is export commitment stage.
Consequently, this intermediate segmentation pradpoght not be of great help for AICEP

in terms of devicing adequate services to SME aliogrto these latter’s internationalization

stage?®

Segmentation Proposal 3: Parsimonious segmentation

As referred earlier, the first (whole encompasssggmentation proposal may not be easy to
implement/operate due to the difficulties in est&bhg the cluster where we should put a
given firm. Specifically, we underlined that thdfskescription of the model is hard because

the variables do not outline clearly the firms’ @eristics in each cluster. The previous

2 A possible solution to overcome this weaknessdbel the inclusion of an additional criterion retjag the
export performance, such as export intensity, numdfeforeign markets, foreign markets dependency.
However all cluster analyses performed with thid,adsulted in poor quality segmentation.
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(intermediate) segmentation proposal, despiteatslgyuality of adjustment, does not include
a variable on the internationalization stage ohfir Thus, we put forward here an alternative,
parsimonious, segmentation proposals consistetit grievious empirical analysis based on

the Kruskal-Wallis tests and the factorial analysis

We have found (cf. Table 10) that SME size, expoténsity and industry are highly
significant and complementary characteristics/disn@ms. Additionally, these firms’
characteristics are easily gathered.

Model Summary

Algorithm TwoStep

Inputs 3

Clusters 7

Cluster Quality

Poor

T T T
10 05 oo 05 10
Silhouette measure of cohesion and separation

Figure 5: Model's goodness of fit for SegmentatioRroposal 3
Source Calculation based on direct sury&jarch-April 2011
Note: Model summary extracted from SPSS

According with the cluster quality analysis thisggeentation proposal is of fair quality
(Figure 5), resulting in seven clusters of SME. Tiast important inputs in these cluster are
the size and export intensity (both with importasic@0), followed by industry classification

with an importance of 0.21.

The largest cluster is formed only by medium-sifzeds in a total of 209 (22.9%) firms, with
the SME size characteristic assuming as the mogsbritant input in this cluster. Thus, we
named this cluster dgledium-sized firms clusteAdditionaly, we found the medium-sized
firms in almost all involvement stages of exporteirsity’ (i.e. ‘Committed’,’Active
involvement’, and ’'Pre-export’ stage) with exceptiof firms in the ‘Experimental
involvment’ stage. Concerning the industry, thipuhis not discriminant in this cluster and
we found all type of industries in this clusteregtion to Agriculture sector perhaps because

there are no medium-sized firm in the sample inafitese stages of internationalization).

We calledSmall-sized manufacturing firms clustés the second largest group of firms (156

firms, respresenting 17.1% of the firms’ sample$. the cluster name implies, this group of

I We continue to use the Gankema et al., (2000)rexpensity model.
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firms is formed only by small-sized firms, beingstinput the most important of this cluster.
Regarding the export intensity stages, the clustas are distributed just by ‘Experimental’
and ‘Committed involvement’ stages. Although theustry input low importance, in this
cluster we found that input is differentiator arigbre are just small-sized firms from the

‘Manufacturing’ industry.

Table 9: Parsimonious segmentation proposal — chagteristics of the clusters’ SME

Cluster (n° firms) Sizes Export intensity** Industry***
Pre-export
Medium-sized firms (#209) Medium-sized firms Active involvement All
Commited Involvement
. . Experimental
Small-s;_zed manufacturing Small-sized firms involvement Manufacturing firms
irms (#156) . ;
Committed involvement
Pre-export All, except Construction and
Micro-sized firms (#139) Micro-sized firms Active involvement Information and Communicatio
Committed Involvement activities
Manufacturing firms
Export actlv?#s:[g%l)l-szed firms Small-sized firms Active involvement évﬁnoéﬁﬁﬁ:g‘apgcaﬁﬁglt':gg
Scientific Activities
Micro-sized firms Construction gnd_ Inform_a_ti_on
Potential exporters (#93) Pre-export and Communication activities
Small-sized firms All

Micro-sized firms Manufacturing

Promising exporters firms
(#89)

Experimental
involvement All

Medium-sized firms

Experimental
involvement All, except manufacturing
Active involvement firms
Committed involvement

Experimental
involvement
Committed involvement

Micro-sized firms

Non-manufacturing small-
sized firms (#123)

All, except manufacturing
firms

Small-sized firms All, except Manufacturing,

Wholesale and Retail Trade,
and Consulting, Technical and
Scientific firms
Legend:* According with EU SME categorization: Micro, Smalid Medium-sized firms; ** According with the stgof the innovation-
model presented by Gankema et al. (2000): Domé#idet (however there is no firm in the samplehis stage), Pre-export,
Experimental involvement, Active involvement andn@uitted involvement; *** According withCAE codes, revision 3.
Note In the Appendix G we present the SPSS clustgrubwif this segmentation proposal.

Active involvement

The third largest cluster has 139 (15.2%) micrediirms, being the last cluster where the
firm size is the most important input cluster. Wl @ Micro-sized firms clusterThis cluster
share some similarities with the cluster Médium-sized firmsbecause we found in this
cluster the firms in the ‘Commited’, ‘Active invadwnent’, and ‘Pre-export stage’. However
the industry input assumes a distinctive role ie thuster, since we found all type of
industries, except from the ‘Construction sectarid also ‘Information and Communication

activities’ firms.

The next cluster description is of thxport Active Small-sized firmés the cluster name

says, this cluster is formed by 103 (11.3%) smiake firms that are precisely in the ‘Active
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involvement’ stage. The export intensity input ases the role of cluster distinctive
characteristic (please compare with clusteSofall-sized firms Concerning the industry, we
found in the cluster firms from the ‘Manufacturingdustry, as well from the Service sector
as ‘Wholesale and Retail Trade’ firms and ‘ConswgjtiTechnical and Scientific Activities’

firms.

From the cluster analysis resulted a group thahareedPotential exportersas the cluster is
formed only by ‘pre-export’ stage firms. The clushas 93 (10.2%) firms, being one of the
smallest clusters. Here we found firms from smak sand apparently from all industry

sector, and additionaly we found micro-sized fifinesn ‘Manufacturing’ industry.

The smallest cluster resulted from the clusteryammlhas 89 (9.8%) firms. This is a kind of

elite group, with mostPromising export firms because is composed by firms that are
‘Experimental involvement stage’ and also are m&ige or medium-size. In our view, these
two features together are very valuable, becausiganmicro-size firms we might be in

presence of ‘born-globals’, and in the case of mmdsized firms, these firms have a larger
export potential, due to easier acess to the ressurneeded to a successful
internationalization and consequent expansion. Gigaén the industry input does not seem

to be distinguishing cluster feature.

The last cluster to be described has 123 (13.58#fisfiand is the most complex segment. In
this cluster the industry input assumes the md keing the opposite of clustémall-sized
manufacturing firms Thus, we found in this cluster firms from all usdries, except from
‘Manufacturing’ industries. Due to this particulsti we named it ofNon-manufacturind
small-sized firmsAlbeit the cluster name this group have two intgatr details: also includes
micro-sized firms but in a small proportion (6.5%id also not include small-sized firms that
are in the active involvement stage from ‘Wholesafel Retail Trade’ and ‘Consulting,
Technical and Scientific activities’ firms (becaubese firms are already in the clusiport

Active small-sized firms
4. Conclusions

This paper aimed to develop a Portuguese SME sdgtimn according with their
internationalization profile. Achieving this godlaaved a better understanding of Portuguese
SME needs and would expectedly help the developraedtimprovement of the AICEP’s

services offer.
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The data gathered on SME enabled to depict theueese SME internationalization
panorama, by simultaneously analyzing the SME matéonalization determinants and to
explore the relationship between internationalaaperformance of Portuguese SME and its
characteristics such as size, R&D intensity, expugnsity, export country destiny, region,

and industry as well the distribution of the sociapital structure (foreign versus domestic).

The research was carried out using empirical dedan fPortugal, where the issue of
internationalization is growing in importance giveéhe Portuguese economy context.
Additionally, and despite the high quality existingorks on the Portuguese SME
internationalization topic (Simdes and Castro, 208ndes and Crespo, 2002; Pinho and
Martins, 2010; Silva et al., 2010a, b, c), the tk&éoal and empirical importance of the issue

of internationalization advices further investigation the subject.

The empirical data was gathered through directesute 6228 SME registered in AICEP
database, being collected 912 valid questionnawdsch corresponded to an effective
response rate of 14.7%. Taking into account theracheristics and size of the target

population, we might consider this response raasarable (Simdes and Crespo, 2002).

From the empirical analysis carried out, whoseltesuere presented in previous chapters, it
is possible to identify a set of conclusions. Waafcmed that Portuguese SME stand at
different stages of internationalization and eadage have peculiar and singular
characteristics. Moreover, the Portuguese SMEf iggekents different physiognomies which

must be taken into account.

The most internationalized sector is the ‘Manufanty industry. The firms’ technological
profile, which is more committed with internatioizaition is from the ‘Medium Low-Tech’
type. Despite the designation, these ‘Medium LowkTdirms present reasonable amount of
innovation introduction. Another important charaistiic observed in the most
internationalized Portuguese SME is the high expee of the firms and from their executive
teams in terms of both business and internatiomiadiz experience. In addition to these
characteristics, we found that about 70% of the SMEich seek for AICEP services, are
actively or committed with internationalization. kover, firms with the higher number of

foreign markets presences, have more developediaacsified partnership’s networks.

Besides this generic profiling of the typical imtationalized Portuguese SME, we found that
‘High-Tech’ firms are a large group of firms seeakimternationalization. The empirical

results suggest that these firms might have stralétuganizational problems that might
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constraint their internationalization process, etst comparing with most successful
internationalized firms from the sample. We retethe lower internationalization experience
of the executive team, as well the absence of ExXdarkets/ Commercial director/head in

these firms.

The Kruskal-Wallis tests performed indicated tham$’ size, firms’ export intensity, and
firm’s industry are the major (significance) disomating factors between SME.
Consequently, these dimensions might be importatgria to achieve rigorous and high
quality SME segmentation. Additionally, we perfoiiree factorial analysis in order to shorten
the number of variables related with the surveyedrnationalization determinants so that

could be used as a practical SME segmentatiorrionte

Supported in factor analysis results, we perforsedkeral cluster analyses in order to present
a meaningful, easy to implement, and easy to masegeentation of AICEP’s SME clients.
Such segmentation intent to avoid huge costs andbetoresilience to new processes.
Consequently, we plan for a parsimonious solutabraracterized by high (statistical) quality

and scientific rigor using the minimum necessartgda

After analyzing several cluster results, we conetudthat size, export intensity and
industry/sector of activity were the best segmeamtigproposal due to the high significant and
complementary of the criteria. Additionally, suchnfs’ characteristics might be easily
gathered. This segmentation resulted in 7 clustelsch were named followed the most
important inputs of each cluster: Medium-sized &rn&mall-sized manufacturing firms,
Micro-sized firms, Export Active Small-sized firmBotential exporters, Promising export

firms, and Non-manufacturing small-sized firms.
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Table Al: Differences in means between export intesity (Non parametric Kruskal Wallis Test)

Experiment Active Committed Kruskal
Pre- t X : :
Variables Proxies e e%por al invol. invol. invol. Wallis test
(105irms) 184 fims) (246 firms) (377 firms) _ (p-value)
Cost reduction; High Number of firm employees 18.53 34.88 42.36 51.76 0.000
control degree of firm's
subsidiaries; Cooperation in R&D (Yes=1) 0.26 0.28 0.31 0.32 0.559
Business experience (flrms_lln business at more2Ban 0.16 0.39 0.41 0.44 0.000
Business and years=1)
internationalization Firms that are internationalized (Yes=1) 0.16 0.78 0.97 0.99 0.000
experience ; At ; ; ; i
Internationalization experience (|nte_rnat|ona||i|ed1$ at 0.00 0.19 0.29 0.52 0.000
more than 13 years=1)
Commercial or Export Director (Yes=1) 0.70 0.85 0.85 0.82 0.004
International experience of the management tedma - t
average experience in internationalization of the 0.10 0.30 0.39 0.64 0.000
Management Experienct management team is of 10 or more years (Yes=1)
and Capabilities Education level of the management team - Thre@bilte
(including of the four member of the management team have tertiagrede ~ 0.37 0.46 0.54 0.47 0.037
Entrepreneur) (Yes=1)
Diversity of management capabilities - the manageme
team includes individuals from 2 or more distincticses 0.41 0.53 0.58 0.52 0.040
(e.0., Engineering and Economics) (Yes=1)
Engineers in total employees (%) 29.1 20.0 21.0 16.0 0.002
R&D intensity (%) 7.3 3.3 2.8 3.6 0.627
Employees with tertiary degree in total employé&é$ ( 51.2 33.9 36.6 27.6 0.000
Foreign language speakers’ employees (%) 62.2 41.6 44.7 37.8 0.000
The firms made a product innovation in the lase8rg
Technological (Yes=1) 0.62 0.71 0.72 0.67 0.193
competencies : : o
The firms made a process_mnovatlon in the laga8y 0.58 0.65 0.72 0.70 0.062
(Yes=1)
The firms made an organlzatloDaI innovation inlés 3 0.58 0.70 0.69 0.61 0.040
years (Yes=1)
The firms made a marketlng innovation in the lage&rs 0.55 0.67 0.61 057 0.093
(Yes=1)
Not explicitly measurable Gross Value added per employee (thousand 49.1 25.8 27.4 40.5 0.002
resources
Low Income Countries* 0.24 0.18 0.09 0.06 0.000
Lower-middle income countries* 0.35 0.36 0.35 0.16 0.000
Type of markets SME Upper-middle income countries* 0.00 0.03 0.12 0.09 0.009
target for exporting High income countries* 0.47 0.63 0.71 0.72 0.034
Advanced emerging market* 0.24 0.15 0.23 0.14 0.022
Secondary emerging market* 0.18 0.1 0.2 0.18 0.064
Development and production of goods and services 1
specific foreign markets (Yes=1)* O U e DEe Dobs
Resource commitment ar . : : o
knowledge about foreign  EMPlOyees exc'“:(':‘t’s%gs‘(’\'fgfi)io IeriElionie g o 055 0.68 0.83 0.000
markets = :
The management team makes, on avErage, 4 or npwe 011 0.22 0.38 0.49 0.000
to foreign markets (Yes=1)
Export intensity (%) 0.0 4.3 21.6 75.3 0.000
. o Number of foreign markets/countries* 3.41 5.28 6.82 11.43 0.000
Internationalization degre : : :
Turnover associated to three main foreign markétg* 10.4 20.1 32.0 66.7 0.000
Number of foreign subsidiaries* 0.47 0.38 0.35 0.45 0.434
Entrepreneu_rs 'me.HECtUE Use of business plan by the executive team* 0.35 0.15 0.19 0.15 0.099
and social capital
Number of partnership with large firms* 0.76 0.80 0.87 1.22 0.048
Number of partnership with other (SME) firms* 2.18 3.24 4.46 4.75 0.560
Dependency of Number of partnership with S&T organizations* 0.18 0.17 0.23 0.30 0.300
Partnerships and others i o
market actors Turnover associated to the network partners* (%) 5.2 6.7 17.4 40.5 0.000
Exclusively exports (Yes=1)* 0.41 0.73 0.69 0.72 0.046
Exports + FDI (Yes=1)* 0.06 0.10 0.10 0.07 0.583

Source Calculation based on direct sury@&jarch-April 2011
Note:* In this case the calculations were made accordiitly the 773 firms that are internationalized rder to avoid bias.
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Table A2: Differences in means between countrieséome (Non parametric Kruskal Wallis Test)

Lower-

Upper-

Advanced Secondary

Low ; - High : -
) . middle middle emerging emerging
Variables Proxies Income iycome  income MM market  market
no yes no yes NO yes NoO yes no yes no
Cost reduction; High Number of firm employees 42.3 38.3 412 44.8 40.4 63.0 32.9 48.3 423 40.1 39.4 56.9
control degree of
firm’s subsidiaries; Cooperation in R&D (Yes=1) 0.30 0.30 0.29 0.32 0.29 0.45 0.29 0.31 0.29 0.37 0.29 0.34
Business experience (firms in business atmore t 39 4 46 035 0.49 0.36 0.49 0.30 0.45 0.40 0.36 0.38 0.48
Business and 22 years=1)
internationalization Firms that are internationalized (Yes=1) 083 1 080 1 084 1 063 1 082 1 082 1
experience ionalizati i i ionali
p Internathnallzatlon experience (|nter_nat|ona||ze 0.33 036 033 035 032 0.42 0.18 044 032 038 031 0.48
firms at more than 13 years=1)
Commercial or Export Director (Yes=1) 0.81 0.89 0.80 .89 0.82 0.85 0.80 0.84 0.81 0.86 0.81 0.87
International experience of the management tea
the average experience in internationalizatiornef 0.45 0.38 0.44 0.46 0.44 0.45 0.44 0.45 0.44 0.46 0.42 0.57
Management management team is of 10 or more years (Yes=
Experiengt_e and  Education level of the management team - Three
_ Capabilities of the four member of the management team he 0.47 0.47 0.45 0.55 0.46 0.64 0.46 0.49 0.46 0.57 0.46 0.57
(including of the tertiary degree (Yes=1)
Entrepreneur) Diversity of management capabilities - the
management team includes individuals from 2 ¢ 55 ¢ 51 050 053 051 0.67 048 055 0.52 053 0.51 0.64
more distinct courses (e.g., Engineering and
Economics) (Yes=1)
Engineers in total employees (%) 19.4 22.2 20.2 17.9 194 23.6 25.1 159 18.4 26.9 19.5 20.8
R&D intensity (%) 40 16 42 20 39 27 45 33 37 43 40 27
Employees with tert'a(%degree'” total employe' 33 7 376 350 30.6 34.1 32.9 43.2 27.6 33.2 38.8 345 31.0
Foreign language speakers’ employees (%) 43.3 42.6 44.5 38.7 43.0 45.7 52.3 36.9 42.1 49.9 43.6 40.9
Technological  The firms made a product inhovation inthe last o g .7, 0,67 0.75 0.67 0.82 0.6 0.70 0.67 0.76 0.68 0.72
competencies : years ( es.—) —
The firms made a process innovationin the 1ast 56 69 067 0.72 0.67 0.79 0.66 0.70 0.67 0.73 0.67 0.74
years (Yes=1)
The firms made an organizational innovationint ¢4 66 063 0.69 0.64 0.76 0.63 0.65 0.64 0.65 0.64 0.67
last 3 years (Yes=1)
The firms made a marketing innovation inthe 1as 4 6 4 54 059 0.66 0.60 0.62 0.59 0.61 0.59 0.67 0.60 0.59
years (Yes=1)
Not explicitly Gross Value added per employee (thougand 35.0 35.0 35.6 33.1 35.3 31.3 36.4 34.1 36.0 29.2 345 37.8
measurable resource
Low Income Countries* 0 1 0.03 0.28 0.09 0.14 0.15 00.7 0.10 0.09 0.09 0.14
Lower-middle income countries* 0.21 0.76 O 1 0.24 042 0.27 0.25 0.25 0.33 0.23 0.41
Type of markets SME Upper-middle income countries* 0.08 0.12 0.07 0.14 O 1 0.07 0.09 0.07 0.17 0.05 0.23
target for exporting High income countries* 0.71 053 0.7 0.68 069 074 0 1 0.66 0.89 0.66 0.86
Advanced emerging market* 0.17 0.16 0.16 0.21 0.16 0.33 0.06 0.22 O 1 0.15 0.28
Secondary emerging market* 0.16 0.26 0.14 0.27 0.15 0.47 0.08 0.21 0.15 028 O 1
Development and production of goods and servis
1Resolrce to specific foreign markets (Yes=1)* 0.56 0.59 0.56 0.57 0.55 0.68 0.58 0.56 0.57 0.52 0.55 0.63
commitment and Employees exclusively dedicated to
knowledge about internationalization activities (Yes=1)* 0.72 0.76 Sralegties] 0-73 0.74 0.73 0.72 [iiegtieg 0.73 0.72
foreign markets
9 The management team makes, on average, 4 01 4 35 (39 035 0.40 0.35 055 0.30 0.41 0.35 0.44 0.34 0.51
trips to foreign markets (Yes=1)
Export intensity (%) 38.6 29.2 40.0 30.0 37.2 459 26.3 45.8 37.8 37.6 36.2 47.2
) L Number of foreign markets/countries* 89 64 89 80 83 125 6.8 95 83 105 7.9 125
Internationalization Turnover associated to the three main foreign
degree
g markets* (%) 47.4 344 49.3 37.1 46.0 46.9 452 46.5 47.9 37.7 46.4 449
Number of foreign subsidiaries* 0.39 057 0.4 0.44 0.37 0.85 0.58 0.33 0.42 0.33 0.37 0.58
Entrepreneurs’
intellectual and socia Use of Business plan by the executive team* 0.17 0.19 0.16 0.18 0.16 0.26 0.22 0.15 0.17 0.16 0.16 0.20
capital
Number of partnership with large firms* 1.06 0.73 1.06 0.94 1.04 0.89 1.09 0.99 1.00 1.16 0.97 1.31
Number of partnership with other (SME) firms* 4.25 4.99 4.22 4.62 4.34 4.12 3.83 4.54 422 484 4.27 4.60
F%?{)nee”r‘iﬁi”?:rfd Number of partnership with S&T organizations* 0.27 0.11 0.28 0.19 0.25 0.33 0.32 0.22 0.24 0.31 0.26 0.24
others markgtactors Turnover associated to the network partners* (9 26.9 20.9 28.6 19.9 26.3 26.7 27.1 26.0 26.9 23.5 26.9 235
Exclusively exports (Yes=1)* 0.71 0.69 0.71 0.70 0.72 0.55 0.52 0.79 0.69 0.77 0.71 0.70
Exports + FDI (Yes=1)* 0.08 0.12 0.08 0.12 0.08 0.18 0.90 0.90 0.09 0.10 0.08 0.13

Source Calculation based on direct sury&jarch-April 2011

Note:* In this case the calculations were made accordiitiy the 773 firms that are internationalized rder to avoid bias.
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Table 10: Differences in means between R&D intensitgroups (Non parametric Kruskal Wallis Test)

Medium Medium ) Kruskal
Low-tech : High-tech
Variables Proxies ow -ec low-tech high-tech 9 lec Wallis test
(SS7IMS) (152 firms) (60 firms)  (*631MS) (p-value)
Cost reduction; High Number of firm employees 415 54.93 37.35 33.27 0.000
control degree of firm's
subsidiaries; Cooperation in R&D (Yes=1) 0.12 0.58 0.50 0.56 0.000
Business experience (flrms_lln business at more2RBar 0.44 0.47 0.32 0.20 0.000
Business and years=1)
internationalization Firms that are internationalized (Yes=1) 0.85 0.92 0.80 0.80 0.014
experience : R : . . e
Internationalization experience (|nte_rnat|ona||i|ed1$ at 0.34 0.45 0.30 0.20 0.000
more than 13 years=1)
Commercial or Export Director (Yes=1) 0.83 0.86 0.87 0.74 0.016
International experience of the management tedra -
average experience in internationalization of the 0.44 0.55 0.43 0.36 0.009
Management Experienct management team is of 10 or more years (Yes=1
and Capabilities Education level of the management team - Thre@bu
(including of the the four member of the management team have tert  0.40 0.57 0.62 0.60 0.000
Entrepreneur) degree (Yes=1)
Diversity of management capabilities - the managem
team includes individuals from 2 or more distinotises ~ 0.48 0.63 0.68 0.51 0.001
(e.q., Engineering and Economics) (Yes=1)
Engineers in total employees (%) 12.4 16.1 24.2 45.3 0.000
R&D intensity (%) 0.1 1.7 4.0 17.7 0.000
Employees with tertiary degree in total employéé$ ( 27.7 27.2 39.1 59.5 0.000
Foreign language speakers’ employees (%) 36.0 38.5 48.2 69.5 0.000
The firms made a product innovation in the lase8rg
Technological (Yes=1) 0.56 0.86 0.80 0.90 0.000
competencies ) . S
The firms made a process_lnnovatlon in the laga8y 0.59 0.84 0.80 0.77 0.000
(Yes=1)
The firms made an organlzatloDaI innovation inlés 3 0.61 0.72 0.65 0.71 0.016
years (Yes=1)
The firms made a marketmg_; innovation in the lage&rs 051 0.78 0.68 0.70 0.000
(Yes=1)
Not explicitly measurable Gross Value added per employee (thougand 32.1 37.1 25.4 46.4 0.106
resources
Low Income Countries* 0.10 0.10 0.15 0.05 0.240
Lower-middle income countries* 0.26 0.28 0.33 0.21 0.328
Type of markets SME Upper-middle income countries* 0.07 0.11 0.15 0.10 0.159
target for exporting High income countries* 0.71 0.68 0.65 0.69 0.784
Advanced emerging market* 0.14 0.17 0.25 0.24 0.032
Secondary emerging market* 0.16 0.19 0.19 0.21 0.483
Development and production of goods and services
specific foreign markets (Yes=1)* 5 05 i b nabs
Resource commitment ar : . . I —
knowledge about foreign EMPIOyees exc'“j'c‘t’fv%gse?\'(":‘;f’f)io e 0.81 0.83 073 0.016
markets - :
The management team makes, on avizrage, 4 or npst 0.29 0.53 0.45 0.42 0.000
to foreign markets (Yes=1)
Export intensity (%) 36.4 43.2 39.8 36.8 0.053
. o Number of foreign markets/countries* 7.61 11.23 10.60 9.04 0.000
Internationalization degree - - -
Turnover associated to three main foreign mark@ts* 45.9 45.9 50.4 45.5 0.807
Number of foreign subsidiaries* 0.28 0.69 0.69 0.44 0.004
Entrepreneu_rs mtgllectuz Use of business plan by the executive team* 0.13 0.19 0.33 0.22 0.001
and social capital
Number of partnership with large firms* 0.87 1.20 1.15 1.35 0.001
Number of partnership with other (SME) firms* 3.76 5.88 4.50 4.55 0.006
Dependency of Number of partnership with S&T organizations* 0.08 0.30 0.46 0.75 0.000
Partnerships and others - .
market actors Turnover associated to the network partners* (%) 23.2 29.3 34.2 31.2 0.000
Exclusively exports (Yes=1)* 0.76 0.65 0.60 0.62 0.001
Exports + FDI (Yes=1)* 0.09 0.15 0.06 0.03 0.006

Source Calculation based on direct sury&jarch-April 2011

Note:* In this case the calculations were made accordiitly the 773 firms that are internationalized rder to avoid bias.
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Table A4: Differences in means between groups offin size (Non parametric Kruskal-Wallis Test)

; ; Kruskal
Micro Small Medium
Variables Proxies ) ) ) Wallis test
I X (239 firms) (414 firms) (259 firms) (p-value)
Cost reduction; High Number of firm employees 4.81 24.64 104.04 0.000
control degree of firm's
subsidiaries; Cooperation in R&D (Yes=1) 0.23 0.30 0.37 0.005
. Business experience (firms_in business at more 2Bar 0.06 0.43 0.64 0.000
Business and years=1)
internationalization Firms that are internationalized (Yes=1) 0.72 0.86 0.95 0.000
experience i izati i i i i
p Internationalization experience (mte_rnauonath at 0.10 0.31 057 0.000
more than 13 years=1)
Commercial or Export Director (Yes=1) 0.66 0.86 0.90 0.000
International experience of the management tedra -
average experience in internationalization of the 0.20 0.45 0.66 0.000
Management Experienct management team is of 10 or more years (Yes=1
and Capabilities Education level of the management team - Thre@bu
(including of the the four member of the management team have tert 0.33 0.47 0.63 0.000
Entrepreneur) degree (Yes=1)
Diversity of management capabilities - the managem
team includes individuals from 2 or more distincticses 0.35 0.53 0.68 0.000
(e.g., Engineering and Economics) (Yes=1)
Engineers in total employees (%) 31.8 17.5 11.8 0.001
R&D intensity (%) 6.6 3.2 2.0 0.415
Employees with tertiary degree in total employéeé} ( 58.3 29.7 18.6 0.000
Foreign language speakers’ employees (%) 72.4 38.5 23.8 0.000
The firms made a product innovation in the lase8rg
Technological (Yes=1) 0.62 0.69 0.73 0.036
competencies , . e
The firms made a process_mnovatlon in the laga8y 058 0.68 0.78 0.000
(Yes=1)
The firms made an organlzatloDaI innovation inlést 3 0.51 0.7 0.69 0.000
years (Yes=1)
The firms made a marketing innovation in the lage&rs 057 0.61 0.61 0.586
(Yes=1)
Not explicitly measurable Gross Value added per employee (thougand 46.5 33.8 26.4 0.001
resources
Low income countries* 0.07 0.12 0.08 0.129
Lower-middle income countries* 0.23 0.28 0.26 0.470
Type of markets SME Upper-middle income countries* 0.06 0.07 0.13 0.021
target for exporting High income countries* 0.65 0.68 0.74 0.096
Advanced emerging market* 0.23 0.16 0.14 0.067
Secondary emerging market* 0.15 0.16 0.22 0.072
Development and production of goods and services to
R ) specific foreign markets (Yes=1)* 054 0.56 0.58 0.692
esource commitment ar : " - ———
knowledge about foreign Employees exclusw_el_y_ ded\l(catfgi Eo internationéitira 0.65 0.71 0.80 0.003
markets activities (Yes=1)
The management team makes, on average, 4 or npgst 0.18 0.36 0.53 0.000
to foreign markets (Yes=1) ’ ’ ) )
Export intensity (%) 32.7 36.5 44.6 0.000
Number of foreign markets/countries* 5.43 7.88 12.13 0.000
Internationalization degree i i i
gree Turnover associated to (t:}oe) three main foreign matke 492 445 46.4 0.365
Number of foreign subsidiaries* 0.20 0.29 0.72 0.000
Entrepreneqrs’ |ntgllectual Use of business plan by the executive team* 0.16 16 0. 0.19 0.531
and social capital
Number of partnership with large firms* 0.69 0.77 1.62 0.000
Number of partnership with other (SME) firms* 2.6 .53 5.23 0.279
Dependency of Number of partnership with S&T organizations* 0.19 0.26 0.29 0.022
Partnerships and others - e
market actors Turnover associated to the network partners* (%) .828 25.4 25.9 0.799
Exclusively exports (Yes=1)* 0.73 0.72 0.66 0.203
Exports + FDI (Yes=1)* 0.03 0.10 0.11 0.019

Source Calculation based on direct survey, March-Ap@il2

Note:* In this case the calculations were made accordiitiy the 773 firms that are internationalized rder to avoid bias.
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Table A5: Differences in means between industrie®Npn parametric Kruskal Wallis Test)

Aaricul Manuf. Constr Wholesa Informat Consult. Kruskal
Variables Proxies 13 firmé 500 24 firmé le 173 ionser. ser.115 Wallis test
firms firms 46 firms  firms (p-value)
Cost reduction; High Number of firm employees 2026 5536 5121 1912 30.02 2892  0.000
control degree of
firm’s subsidiaries; Cooperation in R&D (Yes=1) 0.26 0.3 0.25 0.21 0.35 0.41 0.010
Business experience (firms in business at more 2Bar 0.37 0.53 0.33 0.26 0.11 0.12 0.000
Business and years=1)
internationalization Firms that are internationalized (Yes=1) 0.79 0.9 0.71 0.81 0.7 0.78 0.000
experience Internationalization experience (internationalifieahs at  ,; 0.49 0.04 0.17 0.07 0.10 0.000
more than 13 years=1) ’ ) ) ’ ’ : ’
Commercial or Export Director (Yes=1) 0.63 0.87 0.92 0.84 0.78 0.68 0.000

International experience of the management tedra -
average experience in internationalization of the ~ 0.16 0.58 0.37 0.37 0.13 0.16 0.000

E'\)fagﬁgscrge;; g management team is of 10 or more years (Yes=1
CF;pabilities Education level of the management team - Thre@bu

(including of the the four member of the management team have tert  0.32 0.48 0.54 0.37 0.7 0.55 0.001
Entrepreneur) degree (Yes=1)

Diversity of management capabilities - the managem
team includes individuals from 2 or more distinctises  0.58 0.56 0.54 0.42 0.52 0.55 0.052
(e.g., Engineering and Economics) (Yes=1)

Engineers in total employees (%) 8.1 9.6 17.7 18.5 62.6 46.8 0.000

R&D intensity (%) 2.3 2.0 11 2.6 20.4 7.5 0.000

Employees with tertiary degree in total employééy (  30.3 17.5 25.2 42.0 81.4 71.5 0.000

Foreign language speakers’ employees (%) 33.9 24.3 34.4 56.8 89.0 82.8 0.000

The firms made a product innovation in the lase8rg

Technological (Yes=1) 0.47 0.73 0.50 0.60 0.93 0.62 0.000

competencies The firms made a process innovation in the lasté88y

(Yes=1) 0.68 0.72 0.58 0.54 0.85 0.65 0.000

The firms made an organizational innovation inldst 3

_ 0.47 0.66 0.67 0.61 0.70 0.66 0.518
years (Yes=1)

The firms made a marketing innovation in the lage&rs 0.58 0.58 0.50 0.66 0.65 0.61 0.442

(Yes=1)
me;‘g‘ﬁrzgﬂ'f'eﬂsyoum Gross Value added per employee (thouggnd 209 30.7 339 499 261 311  0.446
Low Income Countries* 0.00 0.09 0.06 0.14 0.16 0.10 0.301
Lower-middle income countries* 0.27 0.25 0.24 0.35 0.31 0.20 0.147
Type of markets SME Upper-middle income countries* 0.00 0.10 0.06 0.03 0.13 0.12 0.068
target for exporting High income countries* 0.87 0.80 0.18 0.64 0.47 0.47 0.000
Advanced emerging market* 0.20 0.16 0.00 0.17 0.25 0.21 0.304
Secondary emerging market* 0.27 0.19 0.12 0.16 0.09 0.16 0.597

Development and production of goods and services

specific foreign markets (Yes=1)* 0.53 0.60 0.71 0.54 0.50 0.49 0.267

Resource commitmer
and knowledge abou
foreign markets

Employees exclusively dedicated to internationéiira

activities (Yes=1)* 0.53 0.72 0.71 0.79 0.59 0.74 0.113

The management team makes, on average, 4 or npst

to foreign markets (Yes=1) 0.16 0.40 0.42 0.31 0.35 0.32 0.057

Export intensity (%) 25.6 44.7 20.5 32.4 19.0 31.1 0.000
Internationalization Number of foreign markets/countries* 7.67 10.41 4.24 7.01 5.19 5.42 0.000
degree Turnover associated to three main foreign markéts* 36.0 50.1 35.4 42.4 32.0 41.2 0.001
Number of foreign subsidiaries* 0.07 0.34 1.06 0.26 0.31 0.90 0.000
Entrepreneurs’

intellectual and socia Use of business plan by the executive team* 0.13 0.14 0.12 0.18 0.22 0.29 0.038

capital
Number of partnership with large firms* 0.73 1.13 1.00 0.79 0.97 1.12 0.465
Number of partnership with other (SME) firms* 5.47 4.82 2.35 4.26 2.72 2.84 0.427
P%‘ifnee”rgﬁi';)‘;y:r: g Number of partnership with S&T organizations*  0.00 0.22 0.00 0.18 0.16 0.65 0.000
others market actors Turnover associated to the network partners* (%) 24.4 27.1 20.6 27.7 194 28.2 0.538
Exclusively exports (Yes=1)* 0.93 0.80 0.41 0.72 0.41 0.35 0.000
Exports + FDI (Yes=1)* 0.00 0.08 0.06 0.14 0.00 0.11 0.113

Source Calculation based on direct sury@&jarch-April 2011
Note:* In this case the calculations were made accordiitly the 773 firms that are internationalized rder to avoid bias.
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Table A6: Differences in means between regions (Ngarametric Kruskal Wallis Test)

North  Center Lisbon Alentejo Algarve Azores Madeira  Kruskal
Variables Proxies (381 (292 (185 (35 (3 isl. (2 isl. (4 Wallis test
firms)  firms)  firms)  firms)  firms)  firms) firms) (p-value)
Cost reduction; High Number of firm employees 4636 4184 4005 1617 2523 95 23.25 0.000
control degree of
firm’s subsidiaries; Cooperation in R&D (Yes=1) 0.32 0.27 0.34 0.17 0.23 0.50 0.00 0.172
Business experience (firms in business at m
0.39 0.43 0.37 0.17 0.31 0.00 0.50 0.082
Business and than 22 years=1)
internationalization Firms that are internationalized (Yes=1) 0.89 0.83 0.83 0.71 0.62 1.00 0.75 0.006
experience Internationalization experience
(internationalized firms at more than 13 years v U p2E U vas e vzs DS
Commercial or Export Director (Yes=1) 0.83 0.84 D.7 074 0.69 1.00 0.75 0.464
International experience of the managemer
team - the average experience in
internationalization of the management team Bak U el e et U L Deks
Management of 10 or more years (Yes=1)
Experience and :
Capabilities Education level of the management team - Tt
(including of the out of the four member of the management te  0.46 0.42 0.58 0.43 0.54 0.50 0.50 0.051
Entrepreneur) have tertiary degree (Yes=1)
Diversity of management capabilities - the
management team includes individuals from 2 or
more distinct courses (e.g., Engineering and 0.49 051 0.58 0.57 0.62 1.00 1.00 0.100
Economics) (Yes=1)
Engineers in total employees (%) 15.7 16.0 31.5 28.8 28.5 11.5 17.6 0.000
R&D intensity (%) 3.5 3.2 5.1 4.3 4.6 57.4 0.0 0.314
Employees with tertiary degree in total
employees (%) 28.1 28.4 51.4 45.4 48.5 32.1 59.3 0.000
Foreign language speakers’ employees (% 35.8 37.0 63.8 59.8 60.3 28.2 57.0 0.000
Technological The firms made a product |Enovat|on in the l¢ 0.71 0.69 0.66 057 0.46 0.00 0.75 0.086
competencies 3 years (Yes=1)
The firms made a process innovation in the |
3 years (Yes=1) 0.69 0.69 0.66 0.69 0.46 0.50 0.50 0.613
The firms made an organizational innovation
the last 3 years (Yes=1) 0.66 0.62 0.68 0.49 0.62 1.00 0.75 0.304
The firms made a marketing innovation in th
last 3 years (Yes=1) 0.61 0.59 0.61 0.54 0.54 1.00 0.50 0.873
meggﬂrzgfg'f'eﬂsyoum Gross Value added per employee (thouganc  31.7 411 314  27.8 367 109 147.4 0.893
Low Income Countries* 0.06 0.12 0.15 0.08 0.13 0.50 0.00 0.010
Lower-middle income countries* 0.24 0.25 0.31 0.24 0.38 0.00 0.33 0.741
Type of markets SME Upper-middle income countries* 0.09 0.07 0.12 0.04 0.00 0.00 0.00 0.653
target for exporting High income countries* 0.77 0.69 0.55 0.60 0.88 0.50 0.33 0.000
Advanced emerging market* 0.17 0.17 0.16 0.32 0.13 0.00 0.00 0.499
Secondary emerging market* 0.18 0.18 0.17 0.16 0.00 0.00 0.00 0.821
Development and production of goods and
) services to specific foreign markets (Yes=1) 139 ol L Uk L th2y e e
Resource commitmet Employees exclusively dedicated to
an?olr(gig\r/]vlfntigriezigou internationalization activities (Yes=1)* 0.75 0.71 0.77 0.40 0.38 0.50 0.75 0.001
The management team makes, on average,
more trips to foreign markets (Yes=1) 0.40 0.34 0.36 0.29 0.15 0.50 0.50 0.357
Export intensity (%) 42.0 36.1 34.3 24.7 28.8 25.9 71.9 0.003
. L Number of foreign markets/countries* 9.08 8.52 8.29 7.68 6.88 4.00 15.33 0.578
Internationalization g PP i forei
degree UMOVer assouie o0 O - o OeIN 468 481 437 325 364 255 942 0.045
markets* (%)
Number of foreign subsidiaries* 0.36 0.31 0.71 0.20 0.13 0.00 0.00 0.290
Entrepreneurs’
intellectual and socia  Use of business plan by the executive tear 0.17 0.11 0.23 0.20 0.25 0.00 0.33 0.067
capital
Number of partnership with large firms* 0.97 1.04 1.22 0.76 0.13 0.00 1.00 0.397
Number of partnership with other (SME) firm¢« 4.41 3.9 4.82 4.92 3.25 0.50 3.67 0.176
Pgerfnee”rgﬁi”‘;y:r: 4 _Number of partnership with S&T organization _ 017 0.24 0.49 0.16 0.00 0.00 0.00 0.662
others markzt actore... Turnover associated to network partners* (% ~25.3 26.4 27.8 25.9 18.6 17.0 94.0 0.072
Exclusively exports (Yes=1)* 0.74 0.76 0.56 0.72 0.75 0.50 0.33 0.001
Exports + FDI (Yes=1)* 0.09 0.09 0.10 0.00 0.13 0.00 0.00 0.734

Source Calculation based on direct sury@&jarch-April 2011
Note:* In this case the calculations were made accordiitly the 773 firms that are internationalized rder to avoid bias.
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Table A7: Differences in means between Social Capit(Non parametric Kruskal Wallis Test)

Firm w/ 90% or  Firm w/ 10% or

f Kruskal
. . more of Portuguese more of foreign .
Variables Proxies capital 9 capital 9 V(\/al\lllg| ltﬁjt
(859 firms) (53 firms) P
Cost reduction; High Number of firm employees 41.93 42.96 0.662
control degree of
firm’s subsidiaries; Cooperation in R&D (Yes=1) 0.30 0.28 0.776
) Business experience (firms in business at more 2Bayears=1) 0.39 0.42 0.716
. Busn_]ess_anq Firms that are internationalized (Yes=1) 0.84 0.96 0.017
internationalization : i ; : ; B
experience Internationalization experience (internationalifieahs at more thar 0.32 0.47 0.025
13 years=1)
Commercial or Export Director (Yes=1) 0.82 0.79 0.588
International experience of the management tedra average
Management experience in internationalization of the managerteam is of 10 0.44 0.57 0.063
Experience and or more years (Yes=1)
~ Capabilities Education level of the management team - Threebilte four 047 0.58 0.980
(including of the member of the management team have tertiary déyeses1) : : :
Entrepreneur) Diversity of management capabilities - the managerteam
includes individuals from 2 or more distinct cowge.g., 0.52 0.68 0.210
Engineering and Economics) (Yes=1)
Engineers in total employees (%) 19.6 20.6 0.557
R&D intensity (%) 3.9 2.0 0.095
Employees with tertiary degree in total employéeé ( 33.8 37.9 0.346
Foreign language speakers’ employees (% 42.7 52.3 0.060
Technological : d A - P e s (%) .
competencies The firms made a product innovation in the lase8rg (Yes=1) 0.68 0.70 0.823
The firms made a process innovation in the las&@8y/(Yes=1) 0.68 0.66 0.755
The firms made an organlzatlc_)nal innovation inlés 3 years 0.65 0.62 0.716
(Yes=1)
The firms made a marketing innovation in the lagears (Yes=1) 0.60 0.62 0.739
Not explicitly Gross Value added per employee (thougand 34.5 42.6 0.473
measurable resource
Low Income Countries* 0.09 0.18 0.043
Lower-middle income countries* 0.26 0.20 0.282
Type of markets SME Upper-middle income countries* 0.09 0.08 0.854
target for exporting High income countries* 0.69 0.75 0.430
Advanced emerging market* 0.17 0.12 0.297
Secondary emerging market* 0.18 0.12 0.277
Development and production of goods and servicepéaific
R " foreign markets (Yes=1)* le oliEe oz
esource commitmer ; ; : T i
and knowledge abou Employees exclusively de(c\i;gieﬁfo internationéilimaactivities 0.72 0.80 0.202
foreign markets = . - o e
e management team makes, on average, 4 or npgeédiforeign
markets (Yes=1) 0.35 0.51 0.022
Export intensity (%) 36.9 53.0 0.001
Internationalization Number of foreign markets/countries* 8.63 9.59 0.328
degree Turnover associated to three main foreign markéts* 45.1 61.2 0.001
Number of foreign subsidiaries* 0.38 0.82 0.422
Entrepreneurs’
intellectual and socia Use of business plan by the executive team* 0.17 0.18 0.870
capital
Number of partnership with large firms* 1.02 1.16 0.213
Number of partnership with other (SME) firms* 4.28 4.92 0.071
Pgerfneer}csjﬁin?sy:rj g Number of partnership with S&T organizations* 0.24 0.49 0.096
others markgt actors Turnover associated to the network partners* (%) 24.8 48.0 0.000
Exclusively exports (Yes=1)* 0.71 0.61 0.110
Exports + FDI (Yes=1)* 0.08 0.25 0.000

Source Calculation based on direct sury@&jarch-April 2011
Note:* In this case the calculations were made accordiitly the 773 firms that are internationalized rder to avoid bias.
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Table A8: Factorial Analysis results

Variables

@)

@)

@)

(4) ®) (6)

@) ®) ©@ @0 @1

Foreign language speakers’ employees

-0.822

Employees with tertiary degree in total
employees

-0.812

Engineers in total employees

-0.675

0.461

Business experience

0.663

Number of firm employees

0.595

0.315

Internationalization experience

0.574

International experience of the management
team

0.455

0.380

Turnover associated to three main foreign
markets

0.818

Export intensity

0.813

Turnover associated to the network partners

0.566

0.460

Employees exclusively dedicated to
internationalization activities

0.413

The firms made an organizational innovation
in the last 3 years

0.763

The firms made a process innovation in the
last 3 years

0.754

The firms made a marketing innovation in
the last 3 years

0.735

The firms made a product innovation in the
last 3 years

0.668

0.339

High income countries

0.691

Exclusively exports

0.653

0.385

Firms that are internationalized

0.388

0.651

Secondary emerging market

0.502

0.357

Use of business plan by the executive team

-0.328

Education level of the management team

0.778

Diversity of management capabilities

0.707

Commercial or Export Director

0.584

-0.316

The management team makes, on average, 4
or more trips to foreign markets

0.321

0.416

Number of partnership with other (SME)
firms

0.751

Number of partnership with large firms

0.609

Number of foreign markets/countries

0.325

0.531

R&D intensity

0.646

Cooperation in R&D

0.557

Number of partnership with S&T
organizations

0.44

Upper-middle income countries

0.711

Secondary emerging market

0.657

Low Income Countries

0.838

Lower-middle income countries

0.742

Exports + FDI

0.744

10% of Social Capital is foreign

0.654

Gross Value added per employee

0.737

Number of foreign subsidiaries

0.589

Development and production of goods and
services to specific foreign markets

-0.357

Variance (%)

12.7

8.7

6.4

5.5 4.8 3.7

3.6 3.3 29 82 2.8

Factors: (1) Human capital and firm size and experiencgF{@n export commitment; (3) Innovation; (4) Sogtitated markets; (5) Executive
team resources; (6) Firm network; (7) R&D; (8) Egieg markets; (9) Poor markets; (10) Foreign capitahange; (11) Value added.

Source Calculation based on direct sury®jarch-April 2011
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