IN_DIGIT2EU guide
IN_DIGIT2EU

1

Document Title

IN_DIGIT2EU Guide

Date of Issue 15/01/2020
Author(s) Ewa Kopczynska
Contributors
Contact name Ewa Kopczynska
E-mail address ewa@ed-knowledgeconsulting.com
Organisation E&D Knowledge Consulting, Lda
Approval Status

Draft 

Final

Number of Pages
Keyword list Methodology, Training, User guide
Recipients

Only Partners 

Public 

Method of Distribution

Email 

Internet 

Confidentiality Status

Confidential 

Public 

History
Version No

Date

1

15/01/2020

Revised by
Ewa Kopczynska

2
3
4

2

The document is a final product of In_Digit2EU Training Methodology and
Guide development (IO2). It consolidates the developed materials as well as
development strategy and transferability information. Its main aim is to
provide organisations supporting SMEs and adult education in the area of
internationalisation the training contents together with comprehensive
understanding of the methodology behind the contents’ development and
guidance on how to apply it in their mission.
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1. IN_DIGIT2EU Project and training in a nutshell

IN_DIGIT2EU project offers to SMEs and organisations supporting SMEs education open e-learning
solution for developing skills for internationalization. The training was developed within a
multidisciplinary strategic partnership under Erasmus+ funding. It integrates an initial assessment tool
for the users together with customized online training within a user-friendly online platform. Based
on need analysis and inputs from experts, the training covers 5 areas with relevance for SMEs
internationalization:
1. Business models for internationalisation
3

2.
3.
4.
5.

International marketing
International networking
e-commerce
International Open Innovation

Additionally, the project provides a database of available to SMEs alternative open knowledge
sources and public organizations which can furtherly support SMEs education for
internationalization.
The integrated tool delivered fully online via e-learning platform focuses on providing highly
compressed learning contents and accelerate the learning by integrating interactive elements
such as interactive exercises or pre-recorded webinars. The training architecture is strictly
designed to answer to reported SMEs internationalization skills limitation, as well as their
significant time limitation to pursue qualification in the area.
Figure 1. IN_DIGIT2EU e-learning platform

2. IN_DIGIT2EU training rationale

Currently SMEs constitute majority of EU enterprises (99,8%) being responsible for 66,6% of
employment and 56,8% of value added (Greece 86,9%/73,2%, Cyprus 83%/72,5%, Portugal
78,1%/68,5%, Lithuania 75,9%/69,9%, Romania 66,4%/52,8%, Poland 68,4%52,5%)(Eurostat
2017). While the role of SMEs is significant in all EU countries, their contribution to value
added differs across countries showing a significant potential for the effectiveness
improvement and crucial role of ensuring SMEs competitiveness for economic growth on
regional, national and EU scale (Annual Report on European SMEs 2016/2017, EASME 2017).
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While EC recognizes that "being internationally active strongly relates to higher turnover
growth; "SME that are internationally active report higher employment growth" and "The
relationship between internationalisation and innovation is strong" (Internationalisation of
European SMEs, EU 2012), only 30% of EU SMEs involves in export, with less than half involved
in any international activity (49%) (Internationalisation of SMEs, EC 2015).
While EU and EU entrepreneurs strongly recognise the role of internationalisation, companies
need to be prepared to face the challenges of internationalisation and involve skilled people,
prepared to understand the requirements of these processes and capable to take advantage
of the opportunities. The project is a direct response to a reported demand of the engaged
organizations' target groups for quality skills development pathways related with a lack of
access to qualified human resources needed for international expansion. Therefore, the
project aims directly to provide individual needs-oriented skills development program in the
area of internationalisation for SME. The project, arising from the initially locally defined need,
corresponds strongly to identified at the European scale barriers to internationalisation.
Among those, 48% of SMEs reported that they are not able to handle the challenges of
internationalisation due to the lack of the qualified staff to deal with the export, 46% does not
know the rules and 41% does not know where to find required information
(Internationalisation of SMEs, EU 2015). The SMEs from one side do not possess internal
competences to face the challenges of internationalisation and from the other face serious
barriers to attract external skilled HR resources commonly preferring employment in bigger
enterprises (Internationalisation of SMEs, EU 2015; Internationalisation of European SMEs, EU
2010). By providing solutions for the development of skills in the area of internationalisation,
the project aims to increase the SMEs access to the skills pool, externally and internally. The
delivery of the project outputs through open and digital platforms will contribute to an easy
on-demand access and use of the target group and general population to the solutions.
The IN_DIGIT2EU project aims to fill the gap and provide an open user-oriented skills
development path in the area of internationalisation that will allow in a time and cost effective
way provide SMEs with internationalisation skills.
The main objective of the project is the development, test and delivery of a set of integrated
online digital tools:
1/ assessment tool to evaluate the readiness and gaps to be filled to successfully face
internationalisation challenges
2/ training course, completely delivered online, aiming at the development of skills of the
target group, to support effective design and implementation of internationalisation
processes in SMEs
3/methods facilitating international communication between engaged SMEs and support to
the resolution of the existing gaps.
Following the gap in existing on the open market support tools for internationalisation the
partnership developed a need specific e-tool for use not only among SMEs executives and
staff, but especially among organisations working with SMEs. IN_DIGIT2EU integrated e5

learning solution provide them easy to use open solution that can be distributed to their target
audience (SME) commonly facing resource limitations not allowing them to invest in costly
customised internationalisation courses as well as limited time to handle not need specific
body of knowledge.

3. Training development
3.1.

E-learning tool and management of the process

Within IN_DIGIT2EU international strategic partnership between organisations with
diversified visions, national context, knowledge and experiences has been created. The
partnership composition aimed to ensure that the e-learning solution responds to the
complex and international character of the topic of internationalisation, as well as to
international and local diversity of SMEs needs. As such the partnership involved:
Arad CDA (RO), a non-governmental association actively working supporting development of
local and regional strategies for development and economic growth, and highly engaged in
the development of citizens skills required for regional development.
KAUNAS UNIVERSITY OF TECHNOLOGY (LT), with academic knowledge and practical expertise
in international marketing, development of contents, delivery of training and adult education.
E&D KNOWLEDGE CONSULTING (PT), consulting company with specialisation in support for
innovation and entrepreneurship which training and consulting activities cover support to
SMEs development and internationalisation.
GRANTXPERT (CY), Cypriot-based SME, with extensive expertise in providing training and
consulting services includes research work on entrepreneurship education and in the
development of innovative educational programmes in relevant areas.
DANMAR COMPUTERS (PL), IT company with expertise on the development of e-learning
platforms, very active in the area of entrepreneurship education.
TECHNICAL INSTITUTE OF HERAKLION CHAMBER (GR), chamber of commerce and a certified
Vocational Training Center with extensive knowledge of the target groups reality and needs.

To maximise the benefits of broad organisational scope, experience and knowledge of the
engaged organisations, the project was based on collaborative management approach where
each partnering organisation has been assigned to develop as well as manage development
of project aspects in which it possesses competitive advantage. Therefore, the management
responsibility has been rotating between partners divided into Working Packages (WPs) as
follows:
3 related with the project management: WP1 - CDA –- financial and administrative
management, WP2 - TIHC – Communication, dissemination and exploitation, WP3 - GranXpert
– Monitoring, evaluation and quality management, and 3 related with development of project
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educational resources - WP4 - E&D Knowledge Consulting – Internationalisation selfassessment tool and training course, WP5 – Danmar Computers – Online platform, WP6 – KTU
– Piloting Phase.
The WP4 covered development of 3 principal educational outputs which integrated within the
online platform (WP5) constitute the IN_Digit2EU e-learning tool:
1. Self-assessment tool – which allows users to evaluate their initial state of understanding
of the internationalisation aspects covered by IN_Digit2EU contents. It is a tool to propose
customised training path adapted to individual state of initial knowledge of the user.
Based on the results of the self-assessment, each of the participants obtains suggestions
regarding development of which internationalisation competencies the user should focus
on to complement his/her current capabilities.
2. Training contents – condensed and practically oriented training contents designed in
a modular form. They focus on 5 areas of internationalisation - Module 1. business
models for internationalisation, Module 2. international marketing, Module 3.
international networking, Module 4. e-commerce, Module 5. International Open
Innovation. Following the methodology presented in the next section, each of the
modules focuses on practical learning for internationalisation of SMEs emphasising critical
for SMEs executives and entrepreneurs aspects of the topic and presenting how to apply
the practices for benefits of internationalisation of their company.

3. Training toolkit – set of interactive tools, such as interactive exercises, videos, graphical
elements, pre-recorded webinars, case studies, external links which provide users more
interactive learning experience. The focus of the project on interactive aspects aim to
accelerate the user learning curve and support development of practical understanding
and skills
Figure 2. Composition of e-learning tool.
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Self-Assessment Tool

Training Modules

Training Toolkit
Interactive Exercises

Self-Assessment
Questionnaire

Module 1. Business
Models for
Internacionalization

Webinar
Case Studies
External Links
Graphics
Interactive Exercises

Module 2. International
Marketing

Webinar
Case Studies
External Links
Graphics
Interactive Exercises

Module 3. International
Networking

Webinar
Case Studies
External Links
Graphics
Interactive Exercises
Webinar

Module 4. E-Commerce

Case Studies
External Links
Graphics
Interactive Exercises
Webinar

Module 5. International
Open Innovation

Case Studies
External Links
Graphics

3.2.

Development procedure

To ensure relevance of the contents for modern challenges of internationalisation, the
development of specific contents has been preceded by development of report regarding
current state of the art for SMEs Readiness for Internationalisation. That resulted in definition
of key competence areas required for SMEs internationalisation success:
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COMPETENCE
Service or product competitive
advantage
Market research

Sales

Human resources management

Managerial competencies

Export strategy

DESCRIPTION
It is necessary to understand how a product or service is better than
others? What is your value proposition? What are the strengths of
your product or service?
allows to understand who is your main customer, what are their
needs, expectations and fears? What is the size and specifics of
potential market?
Competencies in sales allow to understand how product or service
will be sold to customers and what distribution channels will be most
efficient
Competencies in human resources management. Enterprises should
invest in to the development of their employees, motivate them to
work in global market, learn languages and other skills needed for
internationalisation.
Managerial competencies are extremely important in planning and
organising internationalisation process, controlling and decision
making.
Export strategy competence allows seeing your business in short
term and long-term periods.

Intercultural competence

Intercultural competence allows interaction with people from
different countries and understand their traditions, values, culture.

International relationships
development

International relationships development competence is important if
you want to build strong and successful international business
relationships with your global partners.
International risk management competence is necessary because
internationalisation process is extremely risky. Therefore it is
important to identify, analyse and manage potential risks that may
negatively influence internationalisation process.
International investment competence helps to select the best
investment portfolio.

International risk management

International investment*

International law*

Different countries have different policy, regulations and standards.
It is very important to have knowledge in international law.

Languages*
*External links will be provided in order to develop competence. These competencies are not assessed.

Source: IN_DIGIT2EU Self-Assessment methodology and tool

- final report.

Based on the competence list, nine, transversal to the IN_DIGIT2EU, competencies have been
identified. Based on expertise of the partners, specific links have been established as follows:

9

Sales
Human resources

x

x

International Open
Innovation
management

x
x

E-commerce

Business models
for
internationalizatio
n

Product/ service/ Competitive Advantage
Market research

International
marketing

COMPETENCIES

International
networking

Competence and training module matrix

x
x

x

Management expertise
Export strategy

x

Intercultural competence

x

x
x

x
x

x

x

x

x

x

International business development
International risk management
x
International relationships development
x
Number of questions per module
5
Source: IN_DIGIT2EU Self-Assessment methodology and tool

x
x

x

x
x

5

6
- final report.

x

4
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Meanwhile 3 not directly related with the project scope competencies need to be addressed
by SMEs within external to the project resources. Therefore, to provide our users access to
possibly already existing complementary materials and support opportunities, as well as to
avoid duplication of previous results in the area, the contents development has started with
research and analysis of available for SMEs open source support for internationalisation.
That resulted in data base of existing training materials and public organisations supporting
internationalisation of SMEs within engaged partnering countries and at EU level. The base
has been integrated within the e-platform to allow users not only to benefit from the
development of skills offered within IN_DIGIT2EU platform, but also from easy access to
complementary knowledge sources.
Figure 3. Data base of existing open source materials
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The data base has also allowed to confirm previously identified need for skills development
path in the 5 principal areas defined at the application stage. Following results of the research
within state of the art for SMEs readiness for internationalisation and base of existing
materials specific, IN_DIGIT2EU methodology has been developed and internally validated. To
ensure relevance of the contents for our stakeholders, before the contents development
External Advisory Board has been requested to consult the proposed training methodology
and composition. The received feedback showed recognition for relevance of all the contents
among engaged in internationalisation entrepreneurs (See Annex 1 - IN_DIGIT2EU
Stakeholders Initial Feedback for training methodology and training and its implications).
Interestingly, the feedback reviled however low understanding of relevance of international
open innovation for SMEs internationalisation processes among organisations supporting
SMEs internationalisation. Based on conclusions from the stakeholders’ feedback (see Annex
1), two major changes have been introduced. Firstly, the modules organisation has been
changed toward a more SMEs oriented structure proposed by External Advisory Board.
Secondly, objectives of module 5 – International Open Innovation have been adjusted to
respond to reviled limited understanding of benefits of international open innovation for
SMEs among the project stakeholders. In that way, the training methodology has been
finalised with inclusion of internal and external feedback. Following the methodology (see
next section), each module includes 2-3 short submodules. To ensure integrated and balanced
character of the training, the development and collection of contents and elements of training
toolkit has been done within a single template clearly defining all elements and their technical
requirements (see section 4.3. Sub-module template).
The development process has been shared among all partners involved in the project
according to their scope of competencies:
1. Business models for internationalisation (E&D Knowledge Consulting),
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2.
3.
4.
5.

International marketing (Kaunas University of Technology),
International networking (GrantXpert & Technical Institute of Heraklion Chamber),
e-commerce (Danmar Computers),
International Open Innovation (E&D Knowledge Consulting and CDA).
Following the initial development, the contents have been evaluated and improved within a
three-stage process:
1. Initial evaluation and feedback by E&D Knowledge Consulting responsible for the
coordination of training development. The initial evaluation aimed at ensuring accordance
of the contents with defined methodology with a special focus on alignment of the
contents with established module objectives, practical approach and adaptation of the
contents to SMEs needs. At the end of the evaluation phase authors of each of the
modules received descriptive evaluation with identified weak areas and, where
applicable, suggestions for improvements.
2. Internal evaluation by all partners – after improvements resulting from the first evaluation
round, contents have been evaluated by remaining partners. The evaluation phase has
been based on collection of feedback to each module within a feedback template (see
Annex 2). After implementing the final feedback all partners have been requested to
provide localisation information which grab country specific information within the
contents, such as i.e. lists of organisations supplying organisations locally.

3. External evaluation – after changes within second evaluation phase have been
implemented, the contents have been localised and translated and implemented into
developed within WP5 online platform. Piloting tests with SMEs have been conducted in
6 countries to evaluate the IN_DIGIT2EU e-learning platform. Specific part of the
evaluation has been devoted to quality of contents. Minor changes suggested within the
feedback has been implemented into the platform while suggestions for major changes
have been incorporated in the project as lessons learnt and are discussed in the section 6
transferability. Those aim at providing further development directions for future users of
IN_DIGIT2EU outputs, as well as for other organisations interested in providing
internationalisation competencies to SMEs.

4. Training methodology
In response to the conducted need analysis and defined project assumptions, IN_DIGIT2EU
methodology has been designed to maximally address the needs of SMEs skills development
for internationalisation.
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4.1.

Training objectives and target group

The IN_DIGIT2EU Training aims at fulfilling the needs of SMEs struggling to acquire staff qualified in
the area of internationalisation. The strong preference of scarce human resources with
internationalisation skill set for big corporations and recognised companies, together with limited
ability of many SME for internationalisation dedicated staff, makes mobilisation of internal resources
or creation of additional human resources with competences in the area important for successful SME
internationalisation and improve their competitiveness. As the response to the need, the IN_DIGIT2EU
training aims at development of internationalisation skills among entrepreneurs and SME staff,
current or potential. Conducted in the project needs analysis phase studies show that the target group
struggles to identify educational resources in the area of internationalisation that would provide
quality upskilling path adapted to their needs, especially time and financial limitations. Furthermore,
available academic resources are commonly ignored by SMEs due to perceived barriers related with
gap in language (specific academic writing conventions requiring high capacity for sense making and
translation into practical applications), understanding and limited practicality of existing solutions. In
response, the IN_DIGIT2EU will deliver open training delivered via e-learning platform to provide easy
on-demand access to internationalisation training to be freely available to SME, as well as to general
population, free of charge, anytime, anywhere. Beyond SME as a target group, the project will strongly
encourage engagement of adult education and SME support organisations in the dissemination and
exploitation of the project results to ensure improvement of education opportunities in the area of
internationalisation for the target group and popularisation of the needs oriented approach.

4.2.

Main pillars

Considering the project objectives and target group(s) needs, the training will be based on 3 main
pillars:

1

2

3

Learned-based
content

Accessibility

Transferability

Strong target group
orientation
Strong user
orientation

As such, the main focus of the training will be:
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i/ SMEs orientation, specifically
1) Responsiveness - by targeting the most relevant current for SMEs internationalisation
issues and knowledge gaps and providing learning opportunities adjusted to the SMEs
limitations - time and resources; and providing on demand learning tools, with no geographic
limitations, customised learning paths and open access;
2) Integration - by integrating systematisation of already existing open solutions and support
systems with new contents and tools within a single e-learning solution to act as a first stop
destination for SMEs looking to internationalise;
3) Practical focus – by providing compacted evidence-based knowledge pills focused on real
life challenges and opportunities from SME internationalisation; and providing clear definition
of the spectrum of discussed issues in a form of comprehensive guidance including what is the
issue, why it is relevant for SME, what solutions are available and what are their requirements,
what are potential mistakes and risks included, together with practical examples and
interactive tools (exercises, decision maps, case studies, webinars and other audio-visual
material).
ii/ user orientation, specifically
1) Customised online training - Application of self-assessment audit tool to define a specific
training path to follow suitable for particular need of a participant depending on the
participant specific knowledge base and SMEs oriented needs
2) Multisensory approach – Strong pressure on focus on interactive practical learning
stimulating active engagement of the learners based on case-based exercises, interactive
decision maps, check lists, iconographics, audio-visual tools, webinars, online guided
discussions, thinking questions and others.
iii/ high accessibility
1) Integrated solution adapted to low-skilled adults needs by application of easy to
understand simple messaging and practical methodologies - interactive decision maps,
case studies, exercises, simulations, check lists, webinars, iconographics etc. and
asynchronous learning approach to provide self-paced learning allowing flexibility
2) High accessibility and dissemination among adult education and SMEs support
organisations for broad impact and sustainability.
3) Provision of the course entirely using ICT tools but with integration of interactive
elements (webinars, collaboration mechanisms between participants etc.) to increase the
training efficiency.
iv/ transferability
1) Integration of local and international perspective with the guidance for the training
transferability and specific do’s and don’ts.
2) Integration of the training and toolset within a virtual environment
14

3) Definition of transparent, easy to adapt methodology

4.3.

Contents

To ensure a coherent character of the training and meeting the established training objectives and
assumptions, IN_DIGIT2EU training program will be based on a modular design enabling
customisation, where each module will be developed based on a specific template defining the design
and types of contents to be included.
Based on the research of existing materials, 5 modules were identified as a way to fill gaps in existing
open source materials, allow SME develop specific skills for internationalisation required to respond
to current SME market challenges and opportunities and ensure innovative character of the outcomes:
1. Business models for internationalisation
2. International marketing
3. International networking
4. e-commerce
5. International Open Innovation
The responsibility for development of each of the modules was assigned to specific partner/partners
possessing relevant competences in the area. Therefore, responsibility for defining specific SME skills
development-oriented contents, within each of the topic, and engagement of other partners in
providing local perspectives and other contributions lies with the Module managing partner.
Following the template presented in the next section, to ensure strong condensation of the practicallyoriented knowledge, each chapter provides 5-10 pages of content aiming at providing the crucial
framework in form of evidence-based learning referring to what is the issue, why it is relevant for SME,
what solutions are available and what are the requirements/applicability, what are potential mistakes
and risks included. The skills development is supported by crucial for multisensory learning 10-20
interactive elements allowing active engagement of the learner. Depending on the topic requirements
each module covers 2 to 3 submodules focussing on the key issues relevant for SME to succeed in the
international market.

The learner-based focus especially expressed in:


delivering contents in simple language, avoiding jargon and broad use of real-life examples
and graphical representations easily understandable for general population (to account for
broad variety of SME staff and managers knowledge and characteristics).



no theories included, unless required for the user to be able to practically apply the
knowledge.



taking into account EU character of the target group the contents the evidence based learning
is ensured by providing within each module local perspectives with knowledge/practices from
15

variety of EU countries (international bibliography/research) and attention of the contents
developers to avoid inclusion of oversees models that were not proven in EU conditions
(which was shown as a common reason for low applicability and strategy failures).


multisensory approach (see above).

The contents have been further turned into online flip books integrated into online platform.

4.4.

Sub module template

SUB-MODULE TITLE
i.e. International business models
AUTHORS
SHORT DESCRIPTION
Please provide a short description of what this area actually means. Specify in about 150
words what, why (what is its relevance for SME internationalisation) and how the user will
learn in the sub-module (how to use the sub-module).
Once a user takes the test and we see that he or she needs to improve the “International
business models”, it will be presented along with this description. For example:
Based on your results, we suggest you to take the following modules/sub-modules in
order to improve your skills:
International business modelling (this is going to be the link)
International business model is a key success factor for your internationalisation process.
Business model defines how you will generate revenue from your product and will
strongly impact profitability of your business…..
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following (3 to 5 practical
takeaways):
- A (practical implications of the knowledge/skills) i.e. recognise different business
models and their pros and cons in the scope of international markets
- B
- C
- D
TRAINING CONTENT
(Including – images, embedded videos (i.e. youtube), iconographics – for detail see toolkit
methodology)
This field should be composed of 10-15 pages of practically oriented learning material
(for methodological details see training methodology). One page is a standard 1800
characters. The content need to be divided into screens and it should follow the structure
as shown below.
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If you need to introduce new paragraphs, please do so by pressing ENTER (as
demonstrated here). Do not use other keys such as CTRL+ENTER, as this will break the
layout. Apart from that, do not worry about single letters being left at the end of the line.
Do not use non-breaking spaces. The text will be automatically positioned online in the
most appropriate way.

1.

Title of the first screen
The “Title of the first screen” provided above and formatted as “Heading 1” will be a
separated entry in the navigation menu. It would be great if as a part of the text content
you could also provide graphical elements (pictures, illustrations). While doing so, please
insert them as shown below.
This is the place where the user gets after clicking the link above. This field should be
composed of 10-15 pages of text content (one page is a standard 1800 characters)
divided into screens and it should follow the structure as shown below.
If you need to introduce new paragraphs, please do so by pressing ENTER (as
demonstrated here). Do not use other keys such as CTRL+ENTER, as this will break the
layout. Apart from that, do not worry about single letters being left at the end of the line.
Do not use non-breaking spaces. The text will be automatically positioned online in the
most appropriate way.

Title of the first screen
The “Title of the first screen” provided above and formatted as “Heading 1” will be a
separated entry in the navigation menu. It would be great if as a part of the theory you
could also provide graphical elements (pictures, illustrations). While doing so, please
insert them as shown below.

Source: https://pixabay.com/en/tartan-track-career-runway-2678544/
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The image should be placed centrally, and no text wrapping should be applied. Once the
content gets uploaded online, we will make sure that it fits nicely with the text. Below the
image, please credit the source. To find images that are free to use even commercially,
we can recommend https://pixabay.com and https://unsplash.com. These services do not
require to give the credit, but it is nice thing to do anyway.
The text that you provide should follow the “Normal” style, so it means a standard 1.0 line
spacing, Calibri font (size: 12). Do not worry about the text alignment. It should follow the
left-to-right alignment and not be justified.
If you with, a simple formatting might be used as shown in this sentence. Please limit the
choice of these options to bold, underline and italics.
This should be enough in majority of cases.
Lists can be done in two ways, but as a general rule, please use the built-in formats that
Word is providing. You can have either an unordered list or an ordered list. Both of them
are presented below.
An unordered list is denoted by bullets:
 each item (as a part of the sentence started above) ends with a comma,
 and please make sure that it is like so,
 so the last entry can get a period.
An ordered list is denoted by numbers:
1. here please also make a use of commas,
2. never forget them,
3. and end the list with a period.
Other than that, please be aware that if you are pasting text from external documents,
the formatting might break. For this reason, please make sure that after you paste a new
content, the option to paste as plain text is selected. Then you can do the formatting as
you like, within the limits mentioned above.
Any additional formatting will be done at the revision stage of the contents, depending on
the possibility to keep consistent form of the presented interactive flip book.

2.

Title of the second screen
It is important to divide the training content wisely among specific screens. You should be
able to exhaust the topic given, but not making the learner bored because of long texts
without any graphic elements.
The quality of the training content depends on the quality of input document we receive.
Please pay an extra attention to the punctuation. Do not enter more spaces than
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needed, and also avoid misspellings. These can be easily seen if you turn on the invisible
characters to be displayed (the reversed “P” icon that you can find in the toolbar).
If you need to provide an extra information to the team working on the online
implementation of the content, please do so in a separated paragraph with standard
yellow highlight. An example is provided below.
If possible, make the image bigger when someone clicks on it.

3.

Title of the third screen
Although there are no limitations regarding the number of the screens, it is highly
recommended to keep them within reasonable limits. Up to 15 - 20 should be the upper
limit.
Please remember that you are taking legal responsibility for the contents you provide.
While it is normal to base it on research of existing knowledge they should be based on
consolidation of the knowledge the author gathered, not on the contents developed by
other authors! The knowledge need to be furthermore contextualised in the scope of the
In_Digit2EU project to fit it specific purpose and target group, including especially strongly
practical focus (for detail refer to the training guide methodology). Do not overuse direct
quotations and mark it in italics whenever you do so. Please provide a reference within
the text every time you use a direct quotation. For that purpose use the form
This is the direct quotation (Autor/s, Year, page)
The Author and a year must correspond to the full Citation including Author, Year, Title,
Publisher.
Excluding direct citations no references should be included in the texts. However, used for
gathering knowledge resources should be referred to in the reference section.
LOCAL CASE/EXAMPLE
Each sub-module must contain at least one positive and one negative example from local
environment. Whenever, that would be impossible due to lack of local experience in that
specific context, that may be replaced by a second positive/negative example or an
example from EU country that is not included in the partnership. The requested size of
the local case is 0,5 to 2 pages (recommended 1 page). However, the main concern is to
make it relevant for the user, therefore in some cases we may accept longer cases to
underline the point and learning from the case.
The case should include:
 the context of the case (contextualisation) – 4-5 sentences.
 the case description
 lesson learnt from the case from a point of view of SME internationalisation
Please note that each of the module/sub-module leader will be later on responsible for
providing guidance to other partners on the specific local cases required from each
partnering country to localise the contents.
WEBINAR
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Recording of the webinar - the deadline for webinars is to be specified, however please
provide a short description – 5 – 8 sentences describing the focus and relevance of the
webinar.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Tips and practical recommendations can be included under each heading/ along the
content, whenever specifically related with the subject explored under the heading. It
makes the learning material more practical and learners will relate the tips with the
contents more easily.
This specific sections should point 5 to 10 most relevant points of practical implication for
SME internationalisation,
i.e.
 before promoting your product in foreign country do not forget to verify if names
of your product, firm, services are not offensive or inappropriate in the local
language ….
These should serve as consolidation of do and don’ts resulting from the presented
contents.
PRACTICE - QUIZZES/INTERACTIVE EXERCISES
Training content in each specific area should be accompanied by quizzes and interactive
exercises. Quizzes and interactive exercises will be used to check the learners’ skills
acquisition. For simple quizzes (single-choice and multiple-choice questions) please
provide the information in the following format:
QUIZ
1. Is this the first question?
a. Yes
b. No
2. Is this the second question?
a. Yes
b. I don’t know
c. Maybe
d. Definitely
Correct answers should be marked with bold.
INTERACTIVE EXERCISES
For interactive exercises we plan to use H5P: https://h5p.org/content-types-andapplications. The resources we need for implementing the interactive exercises vary
depending on the specific type. Few examples will be presented during the meeting.
Each area should include 15 interactive exercises. That will allow the e-learning Platform
to put more emphasis on the learners’ interactions.
REFERENCES
20

Please list the resources you used to create the contents. Materials that were not used
but may be of interest to the users should be placed in the next section.
EXTERNAL RESOURCES
Please provide from 5 to 10 external resources in the following way:
http://example.org/internationalpricing - One sentence explaining what the resource
contains.
Those may include relevant for the specific sub-module external resources identified
found and reported to the base of existing resources.

5. Training contents
This section presents all training contents in their subdivision in specific sub-modules.

Module 1. Business models
by Daniela Marta and Ewa Kopczynska
1.1 Business Models – Concept and Design

SHORT DESCRIPTION
Whether you are familiar or not with the concept of business model, as a business owner
or staff member of an existing business, you already have a business model implemented.
Business model is a key tool supporting definition and innovation of business strategies.
Internationalization is an important strategic business decision with a high impact in the
way a company operates and, of course, with implications in its cost and revenues
structures. Therefore, before going international, a company needs to carefully plan its
strategy, understand the impact in its structure and its potential risks and benefits. The
redesign of your company’s business model aiming to include the internationalization
strategy can help you increase your potential for success. Therefore, in this submodule,
before exploring the innovation of business models for internationalization, we will
provide you the basis to understand and design your business model. This first submodule
will help you to understand the concept of business models and will provide you
knowledge, tools and tips to help you design and write down your business model for
internationalization.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
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-

fully understand what business model is and how its structure and related
processes look like,
Identify the different forces that influence the business model and understand
how they impact the design of a business model,
understand the business model canvas and use it as a tool to design your business
model.

1.1.1. What is a Business Model and how to design a Business Model?
If you were a future entrepreneur with a business idea, most likely, one of the first things
you would be recommended to do would be to design your business model - meaning to
organise assumptions regarding the resources, activities and skills required for the creation
of value (product and/or services) of your future company to be delivered to your future
customers in a coherent and strategic manner. Before the creation of new business, you
would be testing these assumptions to validate your strategy.
However, as an established entrepreneur and business owner or as a staff member of an
already established company, either you are familiar with the concept or not, you already
have a business model implemented.
So, what is a business model?
A business model describes the way in which a company coordinates its structures,
processes and systems to create value for its customers. In return, the customers pay for
the value created generating profit for the organization.
In simple words, a business model is how you organize activities, resources, skills and
processes to allow your organization to offer products and services that respond to your
customers’ needs and desires, and how they will pay for it. It reflects your strategy to create
and deliver value.
It is a holistic vision of your organisation business activity.
Alexander Osterwalder and Yves Pigneur define business model as “the rationale of how an
organisation creates, delivers and captures value” (“Business Model Generation”, 2010).
Being more concise and focused on strategic and key dimensions of the business organisation,
business model is a much more practical tool to organise and monitor your business than a
traditional business plan. It is especially of high value in the scope of Business Model
Innovation which refers to redesign of the existing business model. The need for redesign is
common in modern business. It can be caused by the need to adjust the business model to
new activities being implemented by the company or just aim to adjust the business model
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to new business conditions. It can be also a consequence of a learning process or any other
situation that requires the company to adjust to take advantage of opportunities, react or
anticipate threats, and/or continue its growth process. Internationalisation is one of such
situations. Adjusting your strategy to your new business activity and new markets (i.e.
adjusting to different needs or requirements) will require from you to redesign your business
model which will take form of business model innovation.

Source: https://pixabay.com/images/search/bank/ (Image by Gerd Altmann)

1.1.2. The main forces influencing the Business Model
One of the most important things to bear in mind is that your business does not act in
isolation. Instead it operates in a certain context, in interaction with other operators (i.e.
customers, suppliers, competitors and producers of complementary and substitute products).
You are all affected by the existing conditions and particularities of this context as well as by
changes in the context.
As the owner or staff member of an SME, this is not new to you. But when designing or
innovating your business model, remember to consider these external forces.
4 Main external forces influence your business and, therefore, your business model:





Market forces
Industry forces
Main trends
Macroeconomic forces
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Industry Forces

Main trends

Market forces

Business
Model

Macroeconomic
forces

The market forces relate to the aspects that transform the market from the point of view of
the customers and the offer, allowing you to:
-

identify the main and emergent market segments,
the needs and problems and existing offers,
the customers feature that may influence them to buy from your business or to move
to competitors (importance of costs, brands, among others), and
the criteria to support you in the definition of your prices (the level of incomes of
customer segments, the impact of their needs and problems in their lives, the level of
differentiation of your products and services in relation to your competitor).

The industry forces relate to information about your competition, potential new competitors
(emergent new business and new offers), existing substitute products and/or services,
existing suppliers and other potential partners for your business, and other stakeholders that
may influence your company and business model.
The main trends provide you key information on emerging changes that can influence your
business. These trends include areas such as emerging technologies that can create
opportunities or threats to your business, legal changes, cultural and societal trends, and
socioeconomic developments (demography, level of incomes, purchasing habits and
priorities).
Finally, the macroeconomic forces relate to aspects such as the existing condition of the
market (economic growth, employment rates, GDP growth, among others), the capital market
situation and what it represents to your companies in terms of access to financing and
funding, the current situation and trends regarding goods and resources needed for your
business, the existing infrastructures that may influence your business (transportation, access
to public services, life quality).
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For sure you are aware how much those forces influence your business locally and how
important it is for your business growth to do your best to follow the evolution of these forces
in your domestic market. Hence, you won’t be taken by surprise that this is an important part
of the preparatory job that you will have to do when you start thinking about entering new
markets and analysing the possible entry modes to select and redesign your business model
for internationalization.
Either for your domestic market, either for the new markets you are entering, monitoring
these external forces and adjusting your business model accordingly will be required for
development of a sustainable and growing business. Always keep in mind that you operate in
a dynamic and fast changing global market and that requires fast adjustments from
companies.

Source: https://pixabay.com/images/search/bank/ (Image by Colin Behrens)

1.1.3. The Business Model Canvas
The Business Model Canvas is a tool, aiming to support entrepreneurs and businesses to
develop and redesign their business models. This tool will allow you to visualize your business
model while you design or redesign it. It will allow you to better understand how all the
resources and activities of your business will be put together to support creation of value to
be delivered to your clients.
After providing an explanation on each of the 9 blocks that compose the business model
canvas, we will procced with some important tips how to use this tool in an effective way.
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BUSINESS MODEL CANVAS
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STREAM

The 9 blocks of the Business Model Canvas
As the picture shows, the business model canvas is composed by 9 blocks:










Key partners,
Key activities,
Key resources,
Value propositions,
Customer relationships,
Channels,
Customer segments,
Cost structure,
Revenue streams.

Having the Value Proposition in the centre of your business model canvas, as this represent
your products and/or services or the value created by your business, the left side of the canvas
depicts the upstream activities and resources required for the creation of the value from your
offering, and the right side of the canvas the downstream activities and resources that will
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allow you to deliver the value to your clients. The left side is, therefore, based on logic and
efficiency, while the right side is more focused on creation of emotions and value.
We will start the explanation of the 9 blocks with the Customer Segments and the Value
Proposition, as these are the two blocks at the core of the business model development.
Customer Segments
Customer segments represent the group(s) of people and/or organizations to whom your
company product and services are addressed. They are the ones whose problems and needs
(pains) will be supressed by the value created by your company, and, therefore, the ones that
will be willing to pay you for that specific value.
The clear understanding and definition of the customers segment is the starting point for the
design of a business model. If you don’t understand and select your customer segments
properly there’s a big risk that, no matter how big is the value you create, you will fail to reach
the ones that will pay for it and your business may be condemn to fail.
Your customer segments can represent one or more groups of people and/or organizations
with different needs and problems that can be addressed by your solutions. Your strategy can
be based on a business to customer (B2C) approach, a business to business (B2B) approach,
or both. In this scope it is also important to decide which segments to select and which ones
to ignore.
But whichever are your customer segments you need to know who they are:







Which are your customer segments?
What are their needs and problems?
Which are their consumption habits?
How do they buy?
Which is their age group?
Which other solutions (if any) have they available to supress the needs and problems
you are targeting?

These are just some examples of the questions you can look to answer while defining your
customer segment. As different businesses have completely different type of customer
segments, completely different questions will be important to answer for understanding the
customers segment. Therefore, you must identify the right questions to answer in order to
have a clear profile of your customer segment. The most important is that you fully
understand your customers profile when you design your business model.
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Retailers
o Purchase
department
leads the
process;
o Look for
diversity of
products;
o Discuss profit
margins and
discounts;
o Work with a
variety of
suppliers;
o …

Value Proposition
Your Value Proposition is composed by the products and/or services your company delivers
to your customers that will fulfil their needs and demand. It represents the additional value
you create and deliver to your customers, and for which they will pay you. Your value
proposition can be generated by completely new for the market solutions or solutions
offering improvements and/or distinctive from similar existing solutions features.
Value can be generated through several ways, such as:







New and/or more effective solutions,
Solutions tailored to each customer needs,
Design,
Brand,
Price,
Easiness of use,

among many other possibilities.
In order to clarify the value created by your business you can ask yourself questions such as:




Which of our customers problems or needs are we tackling?
How our offer differs from other competitive solutions?
Are we offering something new, better or adjusted?
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Frozen food
products with:

KEY
RESOURCES

- Traditional
product at lower
price;
- Diversity of precooked meals;
CHANNELS
- Vegan pre-cooked
meals;
- New frozen
desserts, based on
traditional recipes

Channels
Channels refers to the ways you communicate and influence your customers and deliver your
products and/or services. Your channels must cover communication, distribution and sales,
through 5 stages:
1. Awareness – How do you raise awareness for your products among your customer
segments;
2. Evaluation – How do you collect feedback regarding your products;
3. Acquisition – How do you sell;
4. Delivery – How do you deliver your product to your customers;
5. Sales Assistance – How do you aid your customers after de sale.

We recommend you to also read Module 2 and Module 4, to support you with the design of
your strategy related with the “Channels” block. Module 2. International Marketing will
support you to fully understand Marketing Mix and different components of Marketing that
will support the visibility of your business and delivery of value to your customers segment.
Module 4. E-Commerce can provide you more detailed information regarding the
implementation of online sales channels, strategies and security measures to take in
consideration.
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CHANNELS
- Awareness:
o Website; Digital
and paper
catalogues;
- Evaluation:
o Feedback through
sales
representatives
and sales
department;
- Acquisition:
o Sales manager &
sales
representatives;
- Delivery:
o Own delivery fleet
- Sales Assistance:
o Sales
representatives &
Quality manager

Customer Relationship
According to your growth strategy – acquisition and retention of customers (relations built on
customers loyalty) or sales growth (increase the number of customers without necessary
customer loyalty) – you should design the type of customer relationship that will help achieve
your goals.
Some examples of customer relationships include personal assistance (direct human
relationship between the company and the customers), self-service (the company creates
mechanisms for the company to have access to the product per se), automated services, cocreation (the customer has intervention in the creation of new products).
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Key Resources
The key resources include all the strategic resources required for the creation and delivery of
value (i.e. to produce a product or a service), the establishment and maintenance of customer
relationships and the revenue streams. In other words, represents all the resources that allow
your business to work and obtain a revenue.
These resources include physical resources such as equipment and facilities, intellectual
property, human resources and capital resources.
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BUSINESS MODEL CANVAS
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- Human resources:
o Production team;
o Quality control
manager;
o Sales team;
o Delivery team;
o…
- Facilities
o Production area,
Freezing, Cargo,
Administration, …;
- Equipment
o Freezers,
production line
(cutting, mixing,…),
packaging, …;
o Quality control
equipment;
o Delivery fleet;
o Computers, …;
- Intellectual:
o Software;
o ISO certification
o Registered brand,
o…
- Capital
o Credit line XXk

Key activities
Your key activities are all the activities required for the creation and delivery of value. Are
those without which your business does not work. According to your business specificities,
think about all the production activities that contribute for the creation of your products
and/or services, the processes and systems implemented for the development of new
32

solutions, the platforms and networks required to manage and deliver your products and
services.
While you are listing all the activities you have put in place or looking at your business model
as a whole, you may find activities that are less strategic to the creation of value. You may
find opportunities to innovate by developing new and more efficient processes, identify
activities that can be internalized or activities that can be outsourced in order to increase your
value proposition.
BUSINESS MODEL CANVAS
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- Negotiation with raw
material suppliers;
- Reception and
accommodation of raw
materials;
- Transformation of raw
materials;
- Quality control of
production;
- Packaging;
- Freezing;
- Negotiation and sales;
- Delivery
-…

KEY
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CHANNELS

Key partnerships
Partnerships are all of those – people or organisations – that support you in the process of
creating and delivering value, and with whom there is a win-win relationship. In the scope of
partnerships, you can consider suppliers, non-competitor or competitor organisations or
people with whom you establish alliances (eg., development of new products,
complementarity of services, among others).
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These partners are of high value as they can provide you additional knowledge about your
market and support the innovation of your business.
BUSINESS MODEL CANVAS
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- Nutritionists;
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For more information on identifying key partners and building partnerships for the
development of new products and/or services check module 5. International Open Innovation
Module. Module 3. International Network can provide you further knowledge to help you
identify suitable partners, create your business network, understand the importance of the
multiculturality in businesses, and take better advantage of your business network for the
success of your business.
Cost Structure
After identifying all the upstream and downstream activities in your business, you can easily
identify and list all the associated costs. Those are the costs related with your key resources,
your key activities, key partnerships, channels and customer relationships.
Also, the cost structure can contribute for your business model innovation or for your
business strategy, as you can base your business model in a low-cost structure or in a value
creation business.
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If your business model is based in a low-cost structure, looking to all blocks and understanding
how these contribute to your cost structure may help you in to identify opportunities to
innovate your business in order reduce your costs (i.e. you may consider outsourcing
activities, localization of production in a different place).
BUSINESS MODEL CANVAS
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- Staff;
- Suppliers;
- Sales Commissions;
- Packaging materials;
- Travel and subsistence;
- Communications;
- Safety equipment, including special equipment
for freezing area;
- GPS systems; …

Revenue Stream
Your revenue stream identifies your incomes and revenue strategies, i.e., what and how your
customers pay for the value you deliver.
For the revenue stream you must consider how much your customers are willing to pay for
your products and/or services, how they pay (i.e., money for product, subscriptions, or
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others), when they pay, among any other aspects related with the specificities of your
business and referring to the way your customers pay you to have access to your products
and services.

BUSINESS MODEL CANVAS
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-…

So how should you design or innovate your business model in the practical terms?
The design of your business model is a process that benefits from creativity and multiplicity
of visions and expertise. So, either if you are writing your business model for the first time or
taking the opportunity to redesign your existing business model, here are practical steps and
tips to help you take advantage of the process and improve the quality of your business
model.
1. Use a wall or a board to replicate a large version of the business model canvas;
36

2. Gather your team or a group of members of your team, with different visions, skills or
roles in the company;
3. Create a relaxed environment and implement a brainstorm session;
4. Use post-it’s to add ideas and topics into the different blocks of the canvas;
5. Start by defining your customer segments and then your value proposition. After, fill
in the remaining blocks leaving the cost structure and the revenue streams for last.
6. After filling in all blocks, look at your draft of the business model canvas, select and/or
group ideas. With all the selected ideas, analyse how all the blocks are integrated.
Look for missing pieces, opportunities for innovation, opportunities to increase the
effectiveness of your business. Your business model canvas will provide a concise and
complete vision of your business, offering you the opportunity to reinvent your
business and create or capture additional value for your customers.

Source: https://pixabay.com/images/search/bank/ (Image by StartupStockPhotos)

LOCAL CASE/EXAMPLE
Follow Inspiration (Portugal) - Part 1 – Development of the business model
Follow Inspiration is a technology-based company, created in 2012, with expertise in the
fields of robotics, image recognition and artificial intelligence.
Its core product is the wiiGO, a self-driven shopping chart, designed to help people carry
their purchases. While freeing users from the physical effort of transporting their
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purchases while shopping, this product is particularly addressed to people with reduced
mobility or other facing difficulties during shopping (eg, mothers carrying babies).
Follow Inspiration is one of the 10 nominated projects for the 2019 Horizon Prize for Social
Innovation, funded by Horizon 2020, the EU research and innovation programme.
Website: http://followinspiration.pt/
Follow Inspiration has developed its first business model when creating the company, and
since then, the business model is periodically reviewed (sometimes, the review is made
every month), in order to adjust it to the evolution of the company. The company don’t
focus on having good looking documents but, instead, very practical documents that
support the company’s strategy.
When innovating the business model for the internationalization, the choice was held by
first analyzing what type of distributors we wanted, and in this case, we chose a distributor
who already had sales with the customers we wanted and who in turn had experience in
selling robotics. The regions were defined (Central Europe above all) and we identified the
players.
Regarding the sales representative we defined the profile according with the experience
demonstrated, the culture, etc.
Lessons learned
We quickly understand that we need to support in a closer way the distributors and the
sales representative and they always need our presence.

Findster (Portugal) - Part 1 – Development of the business model
Findster is a Portuguese startup, founded in 2015 by a group of engineers and designers.
Its main product is a GPS pet tracker, a small device to be attached to the pet’s collar, that
allows the pet owners to localize it on its mobile phone, anywhere and at any moment.
The advantage of the product over existing products includes the technology used that
represents more comfort, lower costs for the pet owners, and the higher range of the GPS
signal.
Findster is selling their product worldwide, with 70% of the sales being made in the United
States of America.
Currently operating in the international market, Findster combined an internationalisation
strategy based on the use partnerships located abroad for production purposes and an
exportation strategy based on the use of online sales channels.
Website: https://getfindster.com/
The design of the Business Model
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Findster designed its first business model in the very early phase of the startup creation,
with the support of an acceleration programme promoted by Startup Braga. The design of
the business model using the Business Model Canvas was made several times, making use
of brainstorm processes, in which participated both the founding team as mentors
working with the team.
Since its first design, Findster’s business model has been deeply changed across the years.
As an iterative process, during the lifetime of the company, the Business Model has been
frequently revisited and adjusted according to the company’s evolution. Although some
of the initial assumptions remain, about 90% of the initial business model was changed.
Lessons learned
The innovation of the business model is crucial for any company. To revisit the business
model and adjust it according to the evolution of the company allows to change the
business model in areas that are not working so well and identify new opportunities to
explore.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
1. The support of a mentor/consultor may be very useful to help you organize the
process and guide you and your team during the business model development;
2. Periodically “revisit” your business model and look for opportunities to adjust
and/or modify it as an anticipation or reaction to the changes in the market,
emergent opportunities or threats to your business, feedback from your
customers and partners.
REFERENCES
1. “Business Model Generation: A Handbook for Visionaries, Game Changers, and
Challengers”, by Alexander Osterwalder and Yves Pigneur – Handbook with stepby-step guidelines for the development of business models;
2. www.strategyzer.com – Website with supporting materials and additional
information for the development of business models;
3. Nunes, M., Steinbruch, F. (2019), “Internationalization and the Need of Business
Model Innovation – A Theoretical Approach”, Brazilian Business Review, 16 (3),
207-221
EXTERNAL RESOURCES
1. www.strategyzer.com – Website with supporting materials and additional
information for the development of business models;
2. “How to innovate your business model in 5 not so easy steps” – Article with tips
for the design of business models https://www.forbes.com/sites/gregsatell/2014/03/01/how-to-innovate-yourbusiness-model-in-5-not-so-easy-steps/#1be78ede5c1c
3. “7 Steps for establishing the right business model” – Article with tips for the
design and test of business models https://www.entrepreneur.com/article/242308
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4. Video about designing business models for existing companies https://www.youtube.com/watch?v=no0m0I3ygAg
5. “Value Proposition Design: How to Create Products and Services Customers
Want”, A. Osterwalder et al (2014) – Handbook for the development of attractive
Value Propositions

1.2. Business Models for Internationalization
SHORT DESCRIPTION
After going through the submodule 1 where you learn more about how to design your
business model to help you organize the strategy of your business, under submodule 2 we
will explore the redesign (or innovation) of a business model to support you with the design
of your internationalization strategy. We will approach the redesign of the business model
according to the different types of entry modes in new markets.
We will, also, pay some attention to the main challenges of the internationalization process
and how you can address it through the design of your business model for
internationalization.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
-

identify different market entry modes, understand how each of them influences
your business model and be able to design new business model for new markets;
identify main challenges of designing and implementing new business models for
new markets and be able to design your business model for new markets.

1.2.1. Design of Business Models for internationalization
The approach to the internationalization process through the lens of the business model
innovation will allow you to organize activities, resources and skills adjusted to the
internationalization strategy you are targeting. These will be a set of business choices for
which you expect to achieve a certain result.
When you created and implemented your business, you put in practice a business model. For
this, you took in consideration the needs and problems you were addressing, the value you
were delivering and all the activities, resources, skills and partners to help you create your
products and/or services and to deliver it to your customers. Of course, you analysed your
cost structures and defined your revenues streams. But you must not forget that you also
took in consideration all the external forces that influence your business.
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Designing your business model for your internationalization strategy will help you to
understand and make use of the information you have available from the new markets. You
will be able to incorporate the differences of the new markets into your value creation and/or
delivery process (i.e., defining cultural differences will help you to understand possible
differences on your customer segment that may lead to adjusted customer relationships,
channels, revenue streams). More, you will be able to benefit from the experience,
information and knowledge of potential external partners (i.e., suppliers, sales
representatives, project partners) on the new markets you are willing to enter.
Redesigning your business model for internationalization will allow you to have a full
understanding of the hypothesis you are establishing, as well as of the risks and costs you will
face. As an innovation in your business model you are defining hypotheses that you consider
adjusted to your strategy and that you will, then, test for validation. This will allow you to
monitor and evaluate the success or failure of your strategy, keep risks and cost under control
and gather information and knowledge to improve your internationalization strategy.
“When a firm decides to internationalize its activities, its focus is on business model
innovation. It leads to globalized competition not only in the value proposition of offerings in
a domestic context but also in the global sourcing and allocation of resources and activities.
Also, the firm’s enhancement of its value proposition, creation of new market channels and
segments will be impacted.” (Rask, 2014, p.2)
According to the internationalization strategy and entry mode(s) of your choice you can either
design a specific business model for your internationalization process (for all or a specific
foreign market) or you can incorporate your strategy into your existing business model. For
less risky and costly entry modes, with less impact in the innovation of your business model,
such as indirect exportation, you’ll probably benefit from a redesign of your existing business
model. For more complex entry modes, such as the creation of subsidiaries abroad, most
likely a new business model will allow you to have a clearer vision of your strategy.
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Source: https://unsplash.com (image by Ben White)

1.2.2. Entry modes and the design of Business Models for Internationalization
By the time you start to redesign or innovate your business model for internationalization,
you must have, already, done some previous research on the markets you aim to enter, gather
key information on these markets, and started exploring the different options to work with
these new markets (for more information on market research, multiculturality and
international partnerships see Module 2. International Marketing and Module 3.
International Networking). At this point, you already have some ideas on the entry mode you
consider more effective for your business.
To discuss the innovation of your business model based on its redesign to adjust your business
to your internationalization strategy, we need to approach, first, the different entry modes
into new markets. According to the entry mode you select for your new market or markets,
the implications on the redesign of your business model will vary. So, before exploring the
impact of different entry modes on the innovation of your business model, we will look at the
different entry modes and how these occur. After, we will discuss how each entry mode
affects each dimension of your business model.
New market entry modes
An entry mode can be understood as the strategy to start work with new markets and
influences the type of activities and resources that you will have to put in place. According
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to different entry modes or combination of entry modes one company can transfer or
duplicate activities and resources in the selected foreign markets. Also, according to
different entry modes, different levels of transference or duplication can be considered. As
an example, these different levels can range from simple sales and delivery channels to
deliver products abroad to the creation of new production facilities in different countries.
We can identify 4 main categories entry modes:
Exportation
Indirect Exportation
Direct Exportation

Importation
Importing
Contractual
Manufacturing or
outsourcing

Contractual
Agreements
Strategic Alliances
Joint Ventures
Licensing
Franchising

Foreign Direct
Investment
Foreign Direct
Investment (FDI)

Please note that some differences in the organization of the entry modes between this
module and module 2. International Marketing aim to better address the specificities of each
entry mode to the impact in the innovation of your business model. In practice the different
entry modes are the same.
Exportations
Indirect Exportation
The firm uses intermediaries to sell its products in the external markets. A new client is added
to the sales process, therefore the impact in the firm’s activity is low.
Direct Exportations
There’s a direct contact between the firm and the external market, through sales
representatives or internet-based channels. New activities, such as market research, and
resources allocation, such as hiring or reallocation of staff to international sales, will be
required. Although this entry mode represents higher costs and risks, it also allows the firm
to have faster access to information and feedback from its external customers.
Importation
Importing
The firm acquires products from international suppliers to sell in the domestic market.
Contract manufacturing or outsourcing
The firm acquires production services or other activities from the chain of value to partner(s)
located in foreign markets.
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Contractual Agreements
Strategic Alliances
The firm establishes partnerships with two or more companies aiming to develop cooperation
projects for a new market. The costs, resources and skills are shared, while all the involved
partners reach competitive advantages by exploring new opportunities.
Strategic alliances require the coordination of activities and strategy and should take in
consideration clear agreements where aspects such as R&D activities, technology transfer,
intellectual property rights, revenue incomes, partners responsibilities, among others, should
be defined.
Joint Ventures
Creation of a new project with shared ownership between the firm and an external
independent partner. There’s a fixed time for the project development and the risk is shared
between partners.
Some of the biggest challenges of joint ventures are the higher costs involved, and the
differences in terms of culture, managerial styles and activities between partners.
Licensing
The firm (licensor) grants to other firms (licensee), through contractual agreements, the use
of intellectual property owned by the firm. This intellectual property (IP) can be a patent,
technology, business information or other form of IP. In return the licensor receives a fee or
a royalty from the licensee.
This form of agreement allows the licensor firm to have its products in new markets without
the costs and risks of investing in facilities, resource allocation and competencies in external
markets and allows the adjustment of the product to the new market, through the activity of
the licensee firm. On the other hand, the licensor company has no control over the products
in the foreign market, has a smaller return over the IP licensed, and, at some point, the
licensee can turn into to competition.
Franchising
A firm (franchisor) grants other firms (franchisees) the rights to use the company name and
to receive assistance in aspects such as management and marketing. In return the franchisor
receives a fee or royalties. This mode allows a fast entry and expansion into new markets with
a standardized marketing strategy and image, with lower risks and investment costs. As a
disadvantage, the franchisor has no control over the operations of the franchisee and lower
profits.
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Module 5. International Open Innovation can provide you more detailed information about
innovation strategies that lead to contractual agreements such as strategic alliances, joint
ventures and licensing.
Foreign Direct Investment
Expansion of the company activity into new markets with different contexts from the
domestic market. The firm creates new productions and sales structures in the new markets
under the form of subsidiaries, mergers and acquisitions or greenfield operations. This entry
mode represents a much higher risk and cost for the firm. However, it also allows the firm to
have full control over the production and sales process in the external market, local learning
and access to external partners information.
The decision over the type of entry mode adopted by the company involves 2 main types of
decisions: Modus decisions, i.e., who handles the activities (in-house or third parties), and
Locus decisions, i.e., where do the activities take place (location of the activities).

Souce: https://pixabay.com/images/search/bank/ (Image by Tumisu)

Business model innovation based on the different entry modes

At this point we have already discussed the design of the business models and the main entry
modes for internationalization. The next step is to understand how each entry mode will
impact the business model or, in other words, how can you innovate your business model
considering each possible entry mode you may choose for your internationalization strategy.
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Recalling the learning about business models, we can identify two groups of activities and
resources (two groups of blocks from the business model canvas):


On the left side of the business model canvas, we have three blocks referring to
activities and resources linked to the value creation, which we can call “upstream
activities”:
o Key activities
o Key partners
o Key resources
These blocks will be affected by entry modes related with the internationalization of
the production and are more influenced by the differences between markets and
decisions related with costs reduction.



On the right side of the business model canvas, we have three blocks related with the
delivery of value to the customers, which we will call “downstream activities”:
o Customer segments
o Customer relationships
o Channels

These blocks will be affected by entry modes related with the internationalization of the
market and are mainly affected by cultural differences between the markets.
Indirect export through domestic agents
The impact of the indirect export on the existing business model of the firm is low, with
possible impact in the adjustment of blocks such as customers segment, customer
relationships and channels. In this mode SME will maintain the existing business model and
will make use of domestic intermediaries to sell its products abroad. The internationalization
process is based on new domestic activities through domestic actors.
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Logic/EFFICIENCY

KEY PARTNERS

BUSINESS MODEL CANVAS
KEY
ACTIVITIES

VALUE
PROPOSITION

CUSTOMER
RELATIONSHIP

KEY
RESOURCES

Emotional/VALUE
CUSTOMER
SEGMENT

CHANNELS

REVENUE
STREAM

COST STRUCTURE

Direct exports: through foreign agents or direct international sales
Through direct exports, the value creation activities of your business remain in the domestic
market, but the delivery of value through sales and services are located in the new markets.
Therefore, the main impact in your business model innovation will be felt in the downstream
activities – customers segment, channels and customers relationships. However, in the
upstream activities some innovation will also, most likely be felt although with a minor impact
(i.e., key resources to support the foreign value delivery).
When redesigning your business model for internationalization with this entry mode, you
must not forget of the involvement of the actors working in the new markets that can bring
additional value. Considering that these actors are closer to the new market and new
customers, they can bring deeper knowledge about the market to help in the adjustment of
your business model and they can also play a key role in finding emerging opportunities in
those markets.
Logic/EFFICIENCY

KEY PARTNERS

BUSINESS MODEL CANVAS
KEY
ACTIVITIES

VALUE
PROPOSITION

CUSTOMER
RELATIONSHIP

KEY
RESOURCES

COST STRUCTURE

Emotional/VALUE
CUSTOMER
SEGMENT

CHANNELS

REVENUE
STREAM

47

Importation
Through importation, the company acquires new products from foreigner suppliers to deliver
in the domestic market.
The impact in the business model may require some previous review of the customers
segment in order to guarantee that the new products will address the domestic customers
segment needs and problems, as well as a review of the channels and customers relationships
in order to adjust the value delivery activities to the specificities of the product and
customers.
Contracting manufacturing or outsourcing resulting in importation can be faced as an
alternative to the creation of foreign production subsidiaries. In terms of business model, this
mode will impact upstream activities, in particular key activities, key resources and key
partnerships.
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Or, in case of Contract Manufacturing or outsourcing
Logic/EFFICIENCY
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Contractual Agreements
The entry mode through contractual agreements represents a shared ownership over the
value creation activities. This will represent lower risk and cost for your business but will
require a careful planning and monitoring of the operations.
Through licensing, your company will keep focused in the value creation activities, while the
licensee will deal with the value delivery.
In the franchising mode, your company will also keep focused in the value creation activities,
while the franchisee will deal, mainly, with the value delivery to customers. However,
different businesses can have different impacts in their business models through the
franchising mode. While some companies deliver their standardized value in all the markets
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(i.e. fashion stores like Yamamay that deliver the same product in all the stores, meaning that
the key activities and resources may will suffer some impact, but the customer segment
remains the same), some other companies adjust the product to the market context (eg.
Starbucks that adjusts it’s menus to the culture of different markets and even offered coffeefree drinks in China where there’s a dislike for coffee, which, in this case the key activities and
resources will have a major adjustment in order to create additional value to the specificities
of the new markets).
Finally, joint ventures with foreigner partners can impact your business either in the value
production activities either in the value delivery activities, according to the type of project
you are developing.
Strategic Alliances:
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Licensing:
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Franchising:
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Joint Ventures:
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Foreign Direct Investment
The foreign direct investment represents the investment in subsidiaries in new markets,
either sales subsidiaries, production subsidiaries or sales and production subsidiaries.
This means that for sales and production subsidiaries all the creation and delivery of value
activities will be located in the new markets, requiring you to consider an independent
adjusted business model for this new market. Sales subsidiaries will be focused in the delivery
of the value created in the new markets, and the production subsidiaries will be focused on
the creation of value in the new market.
Logic/EFFICIENCY
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For each of the entry options, the business model innovation must consider both the resources
allocation and the specificities of each new market (culture, geography, economy, administrative and
legal procedures). Each of these aspects need to be taken into consideration in the redesign of your
business model for internationalization.
Even though we can group the different entry modes, different options categorized under different
entry modes will have different impacts in your business model innovation. According to the different
impact in value creation activities or value delivery activities, and the differences in the markets
(domestic or foreign markets), different types of business models can be identified, and, consequently
different types of business models innovation:
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According to the different types of business models different dimensions of your business
model will be impacted, as we have explored for the different entry modes. Therefore,
different strategies for resource allocation can be identified.
A standardized business model implies a more limited resource allocation as it is based on
economies of scale and the business model is designed to allow geographic expansion without
modifications. The same model serves all markets.
Example:
Company A is located in PT where it owns its production headquarters, 3 sales
subsidiaries and production facilities. It produces frozen food – fish, meat, and meals.
The company sales to international markets through its own international sales
department, located in the company’s headquarter. The international sales
department is composed by an international manager and sales team that establishes
the contacts and coordinates the sales with the foreign markets.
An adapted business model will aim the adjustment to the specificities of the different
markets, requiring, therefore, a higher resource allocation.
Example:
Company B produces is a luxury car producer with production facilities located in one
main country. All over the world, they sell its products through accredited sales
representatives. When a new car is bought by a customer, quite often a wide range of
specificities are chosen by the customer. The order is, then, placed by the local sales
53

representative, the personalized car is produced in the company’s production facilities
and just later is send to the customer.
To add to the example of a car producer company, the importance of the adaptation
of the product to the different market culture can be also highlighted. In this scope, we
can find examples of car model names that had to be changed, for different countries,
as the spelling of the original name could have unpleasant or even offensive meanings
in the country’s language. Some examples can also be found related with the design of
new car models to suit the needs and requirements of some countries, according to the
specificities of their lifestyles.

A specialized business model will aim to take advantages of the market differences by locating
parts of the supply chain in different markets.
Example:
Portugal is, probably, the country with the highest tradition of consuming dried and
salted codfish. Company C is dedicated to the transformation of fresh codfish into dried
and salted codfish. Company B buys fresh codfish to international shipowners’
companies and transform the product according to be sold in Portugal, according to
its cultural specificities.
Finally, a coordinated business model will aim to take advantage of the new markets sales
opportunities as well as benefit from the existing resources and skills in these markets.
There’s a resource allocation, usually, based on a cost/value ratio.
Example:
A very simple example of a coordinated business model can be Starbucks, a well know and
established coffee shop chain all over the world. Its business model is based on a
franchising strategy. Each coffee shop focuses on the delivery of the value – following
recipes, processes and quality standards established by the headquarters – while making
use of local resources, such as facilities, human resources and equipment. Although some
products may differ from country to country according to the country cultural specificities
(eg. coffee-free drinks in China), the product is not developed by the local restaurants.
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2.2.3. Main challenges related with the design and implementation of new Business
Models for internationalization
There is no formula for a successful business model for internationalization. Just like with the
launch of a new business, it relies on the definition of some key assumptions that will be
tested and will provide you with necessary information and data to help you to confirm the
opportunities for success of the strategy you have designed, reconsider and adjust your
strategy and create opportunities for innovation of your business.
To help you understand and anticipate some of the main challenges you will face while
preparing here are some tips to support your readiness for internationalization:
1. Gather information on the new markets you aim to enter. Very complete information
on the different international markets are available through some national and
international organizations. In the “References” section you can find a list of some
organizations that provide fact sheets for different markets;
2. After gathering the information on the new markets, the most important step to
follow is the interpretation of the data. Pay particular attention to data that can
directly influence your business model innovation according to the entry strategy you
adopt (cultural aspects that can influence your customer segmentation and your value
proposition, production cost that can affect your decision of localization of new
production and sales subsidiaries, among others). Remember how you take in
consideration the external forces operating in your domestic market to organize the
strategy of your business and apply the same analysis to the new market(s) you are
targeting. External partners with whom you are working with are very good
information and knowledge sources to help you to adjust your business model to the
market differences;
3. Often, the internationalization strategy is based not on a single-entry mode, but on a
combination of entry modes. When designing your business model for
internationalization, keep in mind your research of the new markets and all your
opportunities that the new market or markets can bring to your business;
4. Make a careful analysis of the financial impact of your internationalization strategy.
The design of your business model for internationalization will help you understand
the financial implications of the adopted strategy but it’s important that you
remember that your business model is, at first, a strategy based on assumptions that
you will test. This means that failure and need to go back to the designed business
model for reformulation is a possibility. Therefore, be prepared for the impact of some
initial failures in your financial analysis and carefully evaluate the risk you are willing
to take. The costs of the internationalization process are one dimension often not
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carefully planned, meaning that failure can have a big negative impact in the financial
situation of the company and resulting in discouragement of firms to keep working in
its internationalization. So, work for the best but be prepared for the worst!

Source: https://pixabay.com/images/search/bank/ (Image by Siggy Nowak)

LOCAL CASE/EXAMPLE
Follow Inspiration (Portugal)
Follow Inspiration is a technology-based company, created in 2012, with expertise in the
fields of robotics, image recognition and artificial intelligence.
Its core product is the wiiGO, a self-driven shopping chart, designed to help people carry
their purchases. While freeing users from the physical effort of transporting their
purchases while shopping, this product is particularly addressed to people with reduced
mobility or other facing difficulties during shopping (eg,, mothers carrying babies).
Follow Inspiration is one of the 10 nominated projects for the 2019 Horizon Prize for
Social Innovation, funded by Horizon 2020, the EU research and innovation programme.
Website: http://followinspiration.pt/
Follow Inspiration has developed its first business model when creating the company,
and since then, the business model is periodically reviewed (sometimes, the review is
made every month), in order to adjust it to the evolution of the company. The company
don’t focus on having good looking documents but, instead, very practical documents
that support the company’s strategy.
When innovating the business model for the internationalization, the choice was held by
first analyzing what type of distributors we wanted, and in this case, it was chosen a
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distributor who already had sales with the customers the company wanted and who in
turn had experience in selling robotics. The regions were defined (Central Europe above
all) and the players identified.
Regarding the sales representative the company defined the profile according with the
experience demonstrated, the culture, etc.
Aiming to grow international, Follow Inspiration has been trying different approaches to
entry new markets. The adopted strategy has been the internationalization through sales.
A first attempt was made through distributors. A second attempt was made through an
international sales representative. Both of the approaches have failed, and the company
is, currently, studying new strategies. The approaches failed because the selected
distributors were not the best and the sales representative had difficulties because the
robotics market it’s very difficult to access and takes always more time that that previously
thought.
Although the failed strategies have had an impact in the companies’ business model and
represented costs, the company was prepared for failure to be a possibility. Therefore,
the investment was carefully thought in order to not compromise future redesign of
strategies neither to discourage the internationalization process. The fast perception of
the error and the readiness for the company to quickly change their approach so that the
consequence is not too harmful was another important aspect contributing for the pursue
of the most suitable internationalization process.
Lessons learned
“We quickly understand that we need to support in a closer way the distributors and the
sales representative and they always need our presence. Another thing it’s about the
robotics market, because, it’s a market that always request a trial or a pilot and this take
very long times to have decisions and roll-outs.”

Findster (Portugal)
Findster is a Portuguese startup, founded in 2015 by a group of engineers and designers.
Its main product is a GPS pet tracker, a small device to be attached to the pet’s collar, that
allows the pet owners to localize it on its mobile phone, anywhere and at any moment.
The advantage of the product over existing products includes the technology used that
represents more comfort and lower costs for the pet owners, and the higher range of the
GPS signal.
Findster is selling their product worldwide, with 70% of the sales being made in the United
States of America.
Currently operating in the international market, Findster combined an internationalisation
strategy based on the use partnerships located abroad for production purposes and an
exportation strategy based on the use of online sales channels.
Website: https://getfindster.com/
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The internationalisation strategy and the business model
The internationalization strategy adopted by the company followed two lines: 1.
Localization of the production in China (strategy with impact in the value creation side of
the business model canvas); and, 2. Worldwide sales through an online sales strategy
(strategy with impact in the value delivery side of the business model canvas).
The choice for the outsource of the production abroad was based on an analysis of
price/competitiveness and production scale. This strategy allowed production scale,
higher gross margin and higher quality control.
On the internationalisation strategy through sales, it was adopted a strategy of 100%
online sales. In a first phase, the sales were made through the company’s website,
completely based on Google Ads and Facebooks Ads. Later, the company moved to
Amazon.com (USA, UK, DE, IT, CA, FR) and Chewy.com. With this strategy, the company
controls all the associated logistics while keeping under control all the investment in
marketing and product stock. In terms of the business model, the major consequences of
the internationalisation strategy of the company were in the partnerships created with
major players such as Amazon, Chewy and more recently Wallmart and Zooplus; the
participation in an acceleration programme for hardware companies allowed the
participation in a community that fosters production and sales synergies; there was the
need to internalise all the Digital Marketing operations has core for the sales strategy, and
the creation of a Customer Care team with language skills in English, German, French and
Italian.
For the implementation of the internationalization strategy, the company payed attention
to three key aspects:
1. Selection of production partners, for which due diligences were made in order to
find the right production partner that would ensure the required production
quality, quality control resources and the International Standards (ISOs)
procedures to ensure the Intellectual Property Protection;
2. Required financial resources, for which the company looked for new investment
opportunities either through the inclusion of new stockholders either through
other external financing mechanisms that could support the production costs;
3. The cultural aspects to ensure a proper communication and control with the
production facilities in China. For this purpose, a local Project Manager was hired.
Lessons learned
Up to the moment, the company’s internationalization process has been very successful.
The access to capital remains the main constraint to the higher growth of the company.
This is a difficulty identified in the Portuguese market, where there’s still space to
improve the access to suitable funding mechanisms by companies with high growth and
very high annual revenues.
The innovation of the business model is crucial for any company. To revisit the business
model and adjust it according to the evolution of the company allows to change the
business model in areas that are not working so well and identify new opportunities to
explore.
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EXTERNAL RESOURCES
Please provide from 5 to 10 external resources in the following way:



www.oecd.org – Organisation for Economic Co-Operation and Development
website, where a wide range of information on different countries can be
explored for a better understanding of the different markets;
http://www.portugalglobal.pt/PT/Internacionalizar/SobreMercadosExternos/Pag
inas/SobreMercadosExternos.aspx - AICEP website, with fact sheets on
international markets (Each partner should look for national agencies providing
support to internationalization processes that may have this type of information
available)
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Module 2. International Marketing
by Aušra Rūtelionė
2.1 Assessing Global Marketing Environment
SHORT DESCRIPTION
Many companies enter unfamiliar markets around the globe. The concept of doing business
in these markets requires significant changes in the way commercial activities are carried
out. To succeed in international markets, SMEs must collect a variety of data, preferably in
systematic and clearly structured manner. In this section you will learn how to assess global
marketing environment, using PESTEL analysis and where to look for information you will
need to do so. Further, we will look at cultural issues and buying behavior in international
context.
LEARNING OBJECTIVES
-

To provide the tips and tricks of global economic, financial, political and legal
environment assessment for SMEs;
To find out how important it is to evaluate cultural and social environments of
international markets and understand buying behavior in different cultures.

2.1.1. Tips and tricks of Global Marketing Environment Assessing
Marketing products and services around the world, transcending national and political
boundaries, is a fascinating phenomenon. However, international marketing does not
necessarily mean that companies should market the same product in the same way around
the world as world markets are converging.
Every SME that seeks to sell outside of domestic market should go through the international
marketing management process that consists of these stages:
1. Situation analysis (i.e. assessing global marketing environment and marketing
research) and marketing research,
2. Development of Competitive Strategy (i.e. market entry strategy choice and STP
(segmenting, targeting and positioning)),
3. Global Marketing Strategy development (i.e. product, pricing, place and promotion).
Decisions are made within context of competition, customer characteristics, behavior of
suppliers and distributors, and of course within a external marketing environment. The
central point of marketing activity is customer. The marketing activities are related with
marketing mix, i.e. product, price, place and promotion.
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Some environmental factors are easily controlled by managers within the firm, whereas
others cannot be changed and must therefore be accommodated in decision-making. In
general, the larger the firm, the greater the control over the environment. On the other hand,
larger firms find it difficult to adapt to sudden environmental changes in way that a small and
medium enterprises might.
The macro environment is largely uncontrollable, the micro environment is much more
susceptible to influence or control. Marketers always have to look forward, but they also
need to consider the internal environment because this is where the resources come from to
maintain marketing activities. The macro environment is usually evaluated by using PESTEL
analysis:








Political - Local and national governmental structure, government stability, internal
politics that affects business, international relations, terrorist activity.
Economic - Regional economic growth indicators, exchange rates, trade and trade
policy, government intervention in the economy, employment/unemployment,
inflation, balance of payments.
Social - Demographics, lifestyle, education, living standards (health and welfare),
immigration/emigration.
Technological - Technological infrastructure including market opportunities in the
electronics high-tech markets, development of biotechnology and information
technology industries, and clean technology markets.
Environmental/Legal - Environmental regulations, global warming, pollution, green
marketing, legal systems, business legislation, consumer protection, intellectual
property issues.

Let’s start from political environment. SMEs managers must manage the political
environment in which the company operates. This means, first, learning to follow the customs
of the country in which the firm is operating. But managing the political environment also
means knowing the facets of the foreign country which must be carefully monitored, and
which can be manipulated. Managers have to understand the national strategies of the
country. The political factors in the country include political stability, the predominant
ideology towards business, the roles that institutions have in country (including churches,
government agencies and the legal systems), and the international links to other countries’
legal and ideological structures. It is important to carefully access the political power structure
and mood in a country before making decisions regarding business operations. Managers
could purchase or subscribe to country risk ratings provided by risk analysis agencies such as
PRS Group International Country Risk Guide. Usually there are 3 general types of risks involved
in operating in a foreign country: risk associated with changes in company ownership; risks
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associated with changes in company operations and risks associated with changes in in
transfers of goods and money. Thus SMEs should be aware of these risks arising from unstable
political parties and government structure, changes in government programs, social pressures
and special interest groups in a host country. BERI index that consists of Operations Risk Index
(ORI), the Political Risk Index (PRI), and the Remittance and Repatriation Factor (R-Factor).
Find more here: http://www.beri.com/ Other rating that can be used in order to evaluate the
political risk of the foreign company is Economist Intelligence Unit. SMEs should take into
account that political risk could be insured.
Although government policies and the laws of a country usually affect business transactions
involving that country, SME should be aware about trade politics instruments used in the
foreign country. Every country or Union (i.e. European Union) apply laws, such as antitrust
laws. It is important to know how the foreign trade is regulated in every country. There are
different methods and instruments:
Methods

Trade politics instruments
Export

Tariff barriers (price limitations)

Non-tariff
barriers

Quantity
limitations
Administrative
limitations
















Custom duties
VAT
Individual excises
Licenses
Quotas
Embargo
Government procurement
Technical limitations (national
norms and standards; testing and
certification; size and weight;
products marking, sanitary, safety,
other requirements)
Customs & Administrative products
import procedures
Requirements regarding the local
raw material in product
composition
Subsidies
Crediting
Dumping

*

Regulate
Import
*
*
*
*
*
*
*
*

*
*
*
*
*

Source: Kotabe & Helsen, International Marketing, 6ed., 2015

Also, the protection of intellectual property (IP) in foreign countries is granted essentially by
registration in those countries. SMEs managers and marketers should be aware that domestic
protection usually can not be extended beyond their national boundary. The information
about IP can be found in World Trade Organization (WTO) TRIPS (Agreement of Trade Related
Aspects of IP). There are 4 types of IP: patents, copyright, trademark and trade secret.
It is very difficult to manage the political risk, still there are several strategies:
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1. Participation in community activities, i.e. engaging into incentives related with health
and education.
2. Licensing and franchising are quite good entry modes those are not based on equity.
3. Dependence, i.e. keep the dependence from home country, but keep particular
positions for the export country, i.e. purchasing local materials or employing local
managers.
4. Adaptation/localization, i.e. the modification of company name, brand basing on local
tastes.
5. Insurance or risks related with expropriation and political violence, etc.
At no other time in economic history, have countries been more economically interdependent
than they are today. The world is becoming global village.

https://pixabay.com/photos/gear-gears-euro-forex-dollar-384743/

While assessing economic environment of the host country, SMEs should evaluate these
indicators of foreign country:
- Gross domestic product per capita and for growth rate. The larger the country domestic
economy, the less dependent it tends to be on exports and imports relative to its GDP. Also
the purchasing power is very important to evaluate.
- Economic structure (i.e. organic farming countries; exporting countries, weak and relatively
advanced countries, developed countries)
- Income distribution among population (i.e. from very low to very high household incoming
level) as well as purchasing power. This info let SMEs decided whether their product or service
could be affordable for customers of the selected country. SMEs could find this info in
Eurostat.
- Country competitiveness (represented by its firms’ domestic and international productive
capacity). Find more about global competitiveness: https://www.weforum.org/reports. It is
also important to acknowledge with GATT (General Agreement on Tariffs and Trade) and
WTO. Find more in https://www.wto.org/
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2.1.2. Cultural Issues and Buying Behavior
To be able to grasp the intricacies of foreign markets, it is crucial to get thorough
understanding of cultural differences. Culture consist of many components that interrelates
with each other. Below you will find components that are most likely matter to international
marketers.
Language as communication medium has two parts: the spoken (vocal sounds or written
symbols that people use to communicate to each other) and the so - called silent language
(non verbal communication mechanisms that people use to get a message across). A given
gesture can have different meanings across cultures, for example, a gesture connecting the
thumb and forefinger in a circle means “ok” in US, “money” in Japan and “zero” in Russia, and
gross insult in Brazil and parts of Southern Europe. People from different cultures also read
facial expressions differently. East and west differences in emotions presented below:
Emotion
“Happy”
“Sad”
“Surprise”

West
:)
:(
:-o

East
(^_^)
(;_;) or T_T
(o.o)

Source: http://news.bbc.co.uk/2/hi/8199951.stm

While translating particular slogans, expressions or other words for the selected market,
marketers should be very careful. For example, Motorolla slogan “Hello Moto” means fatty in
hindi language in India. More about translations mistakes in marketing you can find here.

SMEs doing business in multilingual societies need to decided what languages to use for
product labels or advertising copy. To deal with language issues, SMEs should rely on local
communication agencies. Minimize spoken part of commercial or use subtitles. In markets,
such as China, marketers also need to decide whether to keep the original brand or company
name or whether adopt a localized brand identity.
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Social interactions among people – the manner in which members of society relate with each
other. In most Western countries, the family unit refers to nuclear family, being the parents
and the children, while in developing countries the extended family (wider group of only
remotely family members). The way families are structured has important ramifications, i.e.
in most Western countries, the family unit refers to nuclear family, being the parents and the
children, while in developing countries the extended family (wider group of only remotely
family members). Role expectations in the family also differ across cultures. Identifying the
key influencers within given culture is often critical for a targeting strategy to succeed.
Countries also vary in terms of the scope of the decision – making authority.
Another important aspect of SI is individual’s reference groups- the set of people to whom an
individual looks for guidance in values and attitudes. Those groups have enormous impact on
people consumption behavior patterns. Blackwell et al. (2017) are naming 3 groups:
membership groups (those to which people belong); anticipatory groups (groupings of which
one would like to be a part); dissociative groups (with which don’t want to be associated).
Aesthetics refers to the ideas and perceptions that culture uploads in terms of beauty and
good taste. Cultures differ sharply in terms of their aesthetics preferences. As a result,
companies must often customized the design or look of products to meet cross cultural
differences in consumer’s’ aesthetics perceptions and preferences. Very important element
of product’s visual is the color. In case of vehicle colors, the black is number one in Russia and
Europe, white – is the top choice in Asia countries and silver is preferred in China, Brazil and
Korea. Color chart is presented below:

RED
Australian aboriginals: land,
earth
Celtic: death, afterlife
China: good luck, celebration
India: purity
South Africa: color of
mourning
Russia: communism
North America: danger, love,
passion
Middle East: luck, good
fortune

BLUE
China: nourishing, royalty
Egypt: mourning
India: merchants
Japan: courage
Italy: summer
Mexico: mourning
South Africa: wealth

BLUE
China: immortality
Iran: color of heaven &
spirituality
North America: trust,
soothing
Ukraine: good health
South Africa: happiness
Israel: holiness

BLACK
China: color of young boys
Thailand: bad luck,
unhappiness
US/ Europe: mourning, death
Nigeria: ominous

GREEN
China: cheating, exorcism
India: Islam
Ireland: religious, symbol of
country
Japan: life
Islam: perfect faith
Europe, US: environmental
awareness
Malaysia: danger

WHITE
China: death, mourning
India: unhappiness
Middle East: status, peace
US, Europe: marriage, peace,
holiness
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More about colors meaning in different cultures you can find here

Religion plays a vital role in many societies. For example, in India the belief in karma causes
consumers to set higher expectations on the quality of a product or service. In Asian countries,
the philosophy of feng shui (wind water) plays an important role in design and placement of
corporate buildings and retail spaces. For instance, Disney decided to shift the angle of the
front entrance gate to Honk Kong Disneyland by 12 degrees. Religion also shapes the holiday
calendar in many countries.
Religious holydays often steer advertising campaigns or may open up untapped market
opportunities. For example, in many Muslim countries Coca-cola also decorates Coke cans
with a crescent moon and star, well-recognized symbols in Islam, to celebrate Ramadan.
The role of women in society is sometimes largely driven by local religion. In Islam societies,
conducting market research that involves women is extremely difficult. Religious norms can
also influence advertising campaigns.
Education level varies considerably between countries. One powerful indicator of education
is a country illiteracy level. You can find the rates here.
In countries with low literacy levels, marketers needs to exercise caution in matters such as
product labelling, print ads and survey research. Companies should be also concerned about
the quality of education. PISA is a study conducted by OECD every 3 years that assesses skills
in reading, science and mathematics. There are even some huge differences even in countries
with similar level of economic development. See here http://www.oecd.org/pisa/
Also the digital skills of the foreign country consumers and potential employees are urgent.
These skills involve the confident and critical use of information society technology (IST) for
work, leisure, learning and communication. It is underpinned by basic skills in ICT: the use of
computers to retrieve, access, store, produce, present and exchange information, and to
communicate and participate in collaborative networks via the Internet. The rates of digital
skills among Europe population is presented below (see more on this analysis here):
Digital Skills Indicator:
(% individuals)
100%
80%
60%
40%
20%
0%

Above Basic
Basic

IS
NL
DK
FR
SK
EU28
HU
MT
PL
IT
RO

Low
No skills
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Many companies try to build up the local presence by hiring local people. However, a shortage
of qualified people in the local market usually forces them to rely on expatriates until local
employees are properly trained.
Value systems shape people’s norms and standards. For SMEs, a crucial value distinction is a
culture attitude toward change. Societies that are resistant to change are usually less willing
to adopt new products or production processes. Local attitudes toward foreign cultures will
drive a product positioning and design decisions. There are useful guidelines that are helpful
to implement innovation’s in cultures toward changes:
1.
2.
3.
4.

Identify roadblocks to change.
Determine which cultural hurdles can be overcome.
Test and demonstrate the innovations effectiveness in the host culture.
Seek out those values that can be used to back up the proposed innovation.

Cultures differ from one another but usually share some aspects. Cultural classifications allow
the SME manager to see how much overlap is possible between the marketing programs to
be implemented in different markets.
G. Hofstede had established 6 cultural dimensions that define national value systems and the
attitudes of individual consumers in those countries - power distance, uncertainty avoidance,
individualism vs collectivism, masculinity vs femininity, long term orientation, indulgence. The
full list six dimensions of cultural values of countries is available here https://www.hofstedeinsights.com/product/compare-countries/
The segmentation of countries basing on culture is presented below:
Market
size,
millions
203

Culture characteristics
Power
Uncertainty
distance avoidance
Low
Medium

Individualism

Masculinity

Medium

High

2 cluster
Belgium,
France,
Greece,
Portugal ,
Spain, Turkey

182

Medium

High

Various

Low-medium

3 cluster
Denmark,
Sweden,
Finland,
Netherlands,
Norway

37

Low

Low

High

Low

1 cluster
Austria,
Germany,
Switzerland,
G. Britain,
Ireland

Marketing aspects

Priority for high
quality products;
examples of
successful usage in
ads; novelty, diversity
and pleasure seeking;
prone to risk market.
The attention to
consumer status and
power positions;
seeking to decrease
the risk of purchase,
highlight functional
features of products
Quite weak
resistance to new
products, novelty and
diversity seeking;
high acceptance of
environmental
friendly sellers and
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socially responsible
companies.

Source: M. Czinkota, I. Ronkainen. International Marketing 10th Edition, 2012

Globally, individualism is more pronounced in developed and Western countries, while
collectivism is inherent in developing countries. Masculinity is high in Eastern countries, and
German speaking countries. Uncertainty avoidance is high in Latin American countries and
Japan. See more below:
Feminine, collectivism
Korea, Thailand, Chile, Costa Rica, Bulgaria, Russia,
Portugal, Spain

Collectivism, masculine
China, Japan, Mexico, Venezuela, Egypt, Jordan,
Syria, Greece

Individualism, Feminine
France, Netherlands, Scandinavia

Individualism, Masculine
Hungary, Poland, Slovenia, United States, UK,
Australia. Germany, Austria

Small PD, Weak UA
US, UK, Australia, Denmark, Sweden, Norway

Large PG, Weak UA
China, India

Small PD, Strong UA
Germany, Austria, Hungary, Israel

Large PD, Strong U
Egypt, Jordan, Syria, South Kore, Japan, Latin
America
Source: I Alon, E. Jaffe, Ch. Prange, D. Vianelli. Global Marketing, 2017

In addition, find more on how to apply Hofstede's Classification Scheme in a global marketing
context here.
Cultures could also be analyzed basing on their communication types. Hall (1966) have
proposed two types of countries:
High context (for example Asia, Arabic countries). For consumers from these countries, the
communication is influenced by close human relationships, a clearly structured social
hierarchy, and strong norms of behavior. The information is transmitted with t.t. encoded
part, so the recipient must understand "between the lines" and what was not said and the
much attention to body language is important.
Consumers from low-context countries (e.g. Germany, France, Great Britain, USA) aim to say
as much as possible directly, the linear and open and clear communication is dominated.
Below you will find proposals what should be highlighted in both types of countries in field of
marketing communications.
German
German Swiss
Scandinavian
Lower Context

American
English
Canadian

French
Spanish
Italian

Mexican
Greek
Arab

Japanese
Chinese

Higher Context
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Low context:
Communication:
 Specific
 Detailed
 Precise
Poorer at decoding:
 Unspoken message
 Body language

High context:
Communication:
 Less direct
Emphasis on:
 Human relations
More sensitivity to:
 Non - verbals
 Feelings of others

Other important instrument, the World Value Survey (WVS), assesses peoples’ values and
beliefs and covers nearly 90 % of the world’s population. 2 dimensions have been used. The
first one is traditional/secular- rational dimension (vertical axis) that captures the relative
importance of religious values as opposed to secular norms within society. Societies with a
traditionalist orientation stress family values, parent – child ties, and difference to authority.
The second category is the Survival/Self-expression dimension (horizontal axis). At one end of
the spectrum are the survival values related to economic and physical security, at the other
end are the self-expression values. As countries develop and modernize, there is a shift from
traditional to secular and from survival to self-expression, but there are exceptions, such as
Portugal and Ireland (traditional + self-expression). See the changing cultural map here.
LOCAL CASE/EXAMPLE
Lithuanian tea find the way to other cultures
JSC “Švenčionių vaistažolės” is the producer of Lithuanian tea brand “Etno”. The company
has shipped its first containers of baby teas to Saudi Arabia - Etno tea manufacturer's
exports will increase by a fifth this year, indicating that the turn to functional food has
proved its worth.
"By the way, our baby infant teas in Saudi Arabia are sold along with baby food HiPP
products in retail stores across the country. As our representative is the same as the HiPP
brand, the Etno brand will appear alongside these products, says Export Manager of JSC
“Švenčionių vaistažolės”. According to him, the contract has been signed with the United
Arab Emirates major chain of food supplement stores that will sell teas to help people with
diabetes, high blood cholesterol or obesity. Also, for example, in Lebanon, some of the most
popular are slimming teas. The company's export partners are in Qatar, Kuwait, Egypt, and
export negotiations to Oman are ongoing.
“We found some partners with the help of European partners - for example, we came to
Algeria with the help of the French colleagues. The partner has been interested in the
finished product, teas are usually sold under the brand "Etno", says the manager of export.
In the Arab region, tea ranks as the second after water, and people are drinking it more
than soft drinks or coffee. However, herbal teas are not common for Arabs, and plants in
our region such as thyme, melissa or linden are exotic. The company has made not even
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economic an political, but also make an analysis of cultural differences in tastes in Arab
region.
“The Arabs know mint, chamomile, so the features and benefits of other herbs have to be
explained to everyone. Partners helped us to do this. In addition, there is a culture in these
countries that herbs are classified as pharmaceuticals and sold in pharmacies or specialty
stores, ”explains the export manager. Herbs are gaining popularity as an alternative to
chemical drugs, especially for the treatment of common problems such as diabetes, obesity
or high cholesterol.
“It is easier for us to enter this market as we are one of the few herbal tea manufacturers
in Europe with GMP certification. This is not relevant to most tea makers, and products in
the Arab world are not registered without GMP certification, ”explains director of
Commerce.
In Lithuania, some of Švenčionys Herbal Products are also registered as medicines. These
are various blends of teas or herbs such as St. John's wort. Another advantage of
"Švenčionys herbs" in export markets, he says, is pharmaceutical knowledge. As it would
be difficult to compete with the major Polish tea manufacturers, pharmaceutical expertise
is being exploited and functional herbal teas are being developed. Functional teas currently
account for about 60-70% of total exports.
Another advantage mentioned is the wide assortment and quality of the raw material. For
example, if functional tea is the opportunity to offer at least 5 products with the same
function but different taste. The company has about 300 products in its assortment, which
other manufacturers do not have.
“We do not participate in competitive bidding for tea at a low price. This would require the
purchase of raw materials separately, as we would not be able to produce such cheap
products in line with our quality requirements, ”says the commercial director. Most of the
raw material the company buys in Lithuania as much as possible.
Sources:
https://www.vz.lt/pramone/2017/05/25/svencioniu-vaistazoliu-posukis-kuris-virsijo-lukescius
Information from the company (the secondary data)

TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Key tips/takeaways:
1. Every SME should go through the international marketing management process
that consists of three main stages: situation analysis; development of competitive
strategy and development of global marketing strategy.
2. Once you decide to think about the internationalization, be aware that some
environmental factors are easily controlled by SME, whereas others cannot be
changed and must therefore be accommodated in decision-making.
3. Use the PESTEL analysis, when assessing global marketing environment.
4. Try to find as much as possible information on cultural issues in your selected
country/countries.
5. Pay attention to value systems that shape people’s norms and standards.
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2.2. International Marketing Functions & Strategies
SHORT DESCRIPTION
The development of SME competitive strategy consists of reliable and suitable information
from marketing research, effective strategy of segmentation, targeting and positioning and
marketing strategies. You will find out how to select segmentation, targeting and
positioning (STP) strategy as well as competitive strategy. Further you will learn how SME
should select the most appropriate market entry strategy.
LEARNING OBJECTIVES
-

To explain how SMEs could use marketing research and what research techniques
may not be used in all countries;
Identify drivers of international market expansion, select STP and competitive
strategy for the international market;
Understand how to choose market entry strategy and what factors influence SME
selected foreign market entry decision.

2.2.1. International marketing research
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As with other business functions, marketing relies heavily on information. Some of this
information exists, buried within corporate records and some of it needs to be collected from
outside sources. Marketers need to decide which information-generating method is most
appropriate and which will be the most cost-effective in generating the right information.
Marketing research links organization with customers.
Given the complexity of the global marketplace, solid market research is critical for a host of
international marketing decisions. Skipping the research phase in the international
marketing decisions process can often prove a costly mistake.
Marketing research assists the SME marketing manager or manager in 2 ways: 1) to make
better decisions that recognize cross-country similarities and differences and 2) to gain
support from local subsidiaries of partners (e.g., distributors) for proposed marketing
decisions.
The scope of international marketing research (see below) could be either single-country
research or multicountry research. With the multicountry research, implementation can be
sequential by running the project first in one set of countries and subsequently in other group.
Alternatively, a project could be run simultaneously in all markets to be studied.




SINGLE COUNTRY RESEARCH:
Market Size and growth? Segments?
Competition in the foreign market?
Consumer needs? Consumer perceptions?
Will strategy used in country A also work in country B? What adaptations are necessary?
MULTICOUNTRY RESEARCH
Sequential (e.g., Stage 1: countries A, B & C
Stage 2: countries D & E
Simultaneous

To some degree, the procedures and methods that are followed in conducting international
marketing research are close to those used in standard domestic research. In particular, the
steps to be flowed to conduct international marketing research are:
1.
2.
3.
4.
5.
6.
7.

Define the decision problem(s) and research problems (s).
Develop the research design.
Determine information needs.
Determine the sources of information.
Collect the relevant data from secondary and primary sources.
Analyze the data, interpret and summarize the results.
Communicate the findings to key decision-makers.
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Any research starts with a precise definition of the research problem(s). A major difficulty in
formulating the research problem is unfamiliarity with the foreign environment. Omnibus
surveys are regularly conducted by research agencies. See more about this service here. Once
the research issues have been stated, SME needs to determine the information needs. See
below the example of the research project by pharmaceutical company Eli Lilly (Kotabe,
Helsen, 2017):
Research problem:
Estimate the dollar potential for a prescription weight-loss product in the U.K, Spain, Italy and Germany
Research hypothesis:
Patients would be willing to pay a premium price for the product even reimbursement by the government.
Secondary Data Research:
 Market share of a similar product (Isomeride).
 Incidence of overweight and obesity in Europe.
Primary Data Research:
-Sample size: 350 physicians from U.K., Italy, Spain, and Germany.
-Sampling procedure: random selection from a high prescribers doctor list based on company data.
-Data collected:
1) Diary kept by physicians for 2 weeks.
2. Questionnaires completed by patients who were judged to be prospect for the product by physician.
Pricing study done based on 30 additional phone interviews with physicians U.K., Italy, Spain to measure
the price sensitivity.

All business decisions abroad involve an element of risk: the purpose of international
marketing research is to minimize the risk. Marketing information that can be used for
business decisions is divided into three groups:
 Macro environment: demographical, economic, lifestyle, technologies and politicallegal information;
 Target groups: information about customers, business partners and competitors;
 Micro environment: information about sales, market share, costs of the company,
profitability according to buyers, products, market segments, distribution channels,
etc.
Data can be selected in these ways, i.e.:
Secondary Data: Data/information which is already available. These are data that have been
collected by someone else (for example, a commercial market research company) and which
already existed before the problem was identified. Here are several examples of secondary
data, SMEs could find:
International trade:
DG Trade Statistical Guide
WTO World Trade Organization
Country Information (socioeconomic and political conditions)
Yearbook of Industrial Statistics (United Nations)
OECD Economic Survey
Eurostat
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The World Competitiveness Yearbook (IMD)
Country Reports (The Economist Intelligence Unit
Demographic Yearbook (United Nations)
Statistical Yearbook (United Nations)
UNESCO Statistical Yearbook
Cultural background
Lonely Planet
Country Reports (www.countryreports.com)
International Commercial Law:
Lex Mercatoria https://www.jus.uio.no/lm/
Category Specific data:
Euromonitor publications (www.euromonitor.com), European Marketing Data and
Statistics, International Marketing Data and Statistics, Consumer Europe and European
Advertising marketing and Media Data
www.marketingresearch.com
FINDEX: The Worldwide Directory of Marketing Research Reports, Studies and Surveys
(Cambridge Information Group Directories)

There are several problems occurred with the secondary data that SME should take into
account, i.e. accuracy, age, reliability and comparability of data.
Primary Data: when the secondary data are not useful, or simply does not exist. That data
could be selected in several ways: 1) focus groups; 2) survey research; 3) observational
research and 4) test markets.
The step of the problem formulation is the most important in marketing research. Usually
the marketer has the marketing decision problem (i.e. should we enter the new product to
the market?) and then is formulating the corresponding marketing research problem (i.e. to
evaluate priorities and purchasing intentions of potential customers regarding the product?)
If the marketing problem is identified not properly then other steps are unsuitable as well. A
good way to link the broad statement of the marketing research problem with the
management decision problem is through of a conceptual map that involves three
components:
1. Management wants to (take an action) (example: develop retention programs that
will retain 90 % of heavy users of wireless services and lead 10 % higher sales over 2
next years)
2. Therefore, we should study (topic) (example: we should study heavy-user loyalty)
3. So that we can explain (question) (example: what will be the most important variables
in retaining these customers over the next 2 years)
After the problem and objectives are defined, marketer has to select the marketing research
method. Marketer is selecting the type of research depending on the level of the problem
awareness. There three rules how to select the type of research type:
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 If SME knows where is a problem and what information should be selected from target
group, it can select market tests (i.e. experiments). This method is very expensive so
it could be fulfilled only in case if SME has enough resources for the implementation.
 If SME wants describe market characteristics or functions, it can choose secondary
data, surveys or observations.
 If SME doesn’t know where is a problem and what information is needed to solve the
marketing decision problem (i.e. consumers are not satisfied regarding the services),
so it should select case studies, secondary data, qualitative research (i.e. in- depth
interviews, focus groups)
In global marketing research, the good translations then using back-translation is very urgent.
Making the cross-country comparison meaningful, it is advisable to adjust responses in the
questionnaire in each country by, for instance, taking deviations from country-averages on
any given question. The funny faces scale can be used to cope the illiteracy, especially in
developing countries. In countries, that in familiar with surveys, it is advisable to avoid long
questionnaires or open ended questions.
In addition, regardless of whether the survey is to be administrated in Warsaw or Dubai, it is
absolutely imperative to pre-test the questionnaire, i.e., give at least 10 people to fill it.
In most cases, it is not possible to ask everybody their opinions. Occasionally, the number of
potential respondents is small enough that all of them could be questioned: this is called
census survey. In the vast majority of cases, however the number of potential respondents
(i.e. people who are drinking milk) that only a small number of them can be included.
Sampling from among potential respondents is essential. In case of focus groups, small
number of respondents are used, in case of survey- the big number. Desired samples sizes
may also vary across cultures. Typically, heterogeneous cultures (e.g. India) require bigger
samples than homogenous cultures (e.g. South Korea, Thailand). Calculation of sample size
can be found here https://www.surveysystem.com/sscalc.htm.
After preparing the sampling plan, you need to decide to how to contact prospective subjects
for the survey The most common choices are mail, telephone internet or person to person
interviews. Cultural norms often rule out certain data collection methods. Germans tend to
show greater resistance to telephone interviewing than other Europeans. Day time phones
calls will not work in Saudi Arabia, because social norms dictate that housewives do not
respond calls to strangers. Personal interviews are more preferred method in China, India and
Latin America.
Then the sampling plan is prepared, the data gathering is starting. Data collection is
accomplished using a staff that operates in the field. Fieldwork involves personal, phone, mail
or electronic interviewing. In China, surveys that are sanctioned by the local authorities will
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lead to higher response rate. Also, courtesy bias is fairly common in Asia and Middle East as
the subject feels obliged to give responses that hopefully will please the interviewer.
Data analysis includes the editing, coding, transcribing of collected data. The data are
analyzed using different statistical techniques. The results are analyzed and interpreted in
order to find conclusions related to the marketing research problem. Then the report is
prepared and management decisions are taken.
The internet has opened up the new avenues for gathering market intelligence about
consumers and competitors worldwide. Measurement tools that are especially useful in
global market research include the following:
1. Online surveys. E-mail surveys, website surveys and panel website surveys can be
used. In case of online survey, https://www.surveymonkey.com/ could be used.
2. Bulletin boards and chat groups. SMEs could monitor and participate in those
groups’ discussions in many countries simultaneously.
3. Web visitors tracking. SMEs can assess and analyze the information to see, for
instance, how observed patterns relate to purchase transactions.
4. Online (virtual) panels are groups of pre-screened respondents who have
voluntary agreed to participate in various online research studies.
5. Social media provide SMEs another platform to conduct online consumer research
and collect feedback on new products or even suggestions box for new product
ideas.
When deciding whether to enter the particular country, one of the key drivers is the market
potential. There are several methods to assess market size:
4. Analogy method starts from picking the country that is on the same stage of economic
development as the country of interest and for which the market size is known. The
method is based on the promise that the relationship between the demand for a
product and a particular indicator, for instance the demand for a related product is
similar in both countries. The formula is:
Mb2020= Xb2020 * (MA2010/XA2010), where M is market size for the product of interest,
X- the surrogate measure.
5. Trade audit uses logic- take the local production figures, add imports and subtract
exports.
Market size in Country A = Local Production + Imports – Exports
6. Chain Ratio Method starts with the very rough base number as an estimate for a
market size (e.g. entire population of the country) and is systematically fine-tuned by
applying string of percentages to come to the mots meaningful estimate for total
market potential. For example, total population of Japan is 127 MM. Japan’s smoking
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rate is 31 %. Nicorette target is adult smokers. The 15-64-year-old group is about 67,5
% of Japan total population. Thus the market potential is: 26,5 MM. (0,675x127 MM=
85,6 MM; 0,31x 85,6 MM). Then through surveys, the company has found that 64 %
of adults smokers would like to quit or cut smoking and 25 % of them- quit
immediately. Thus the final market size could calculated as 4,2 MM. (=0,25 x 0,64x
26,5 MM)
It is offered to use several methods if possible and do a sensitivity analysis by asking what if
questions. See how sensitive the estimates are to changes in your presumptions.
Global marketing research projects have to cater the needs of various interests groups:
regional headquarters, and local subsidiaries. Different requirements will lead to tension
among stakeholders. Firstly it is important to select research agency. Reliance of local
research firms ins an absolute must in countries such as China, both to be close the market
and to get around government red tape.
Cost of the international research is really a crucial input. SME can fulfill the marketing
research itself or hire the market research company, i.e. Kantar TNS (see more in
http://www.tnsglobal.com) or Nielsen (see more in http://www.nielsen.com).
In case of small business company, the social media or even global crowdfunding platforms,
e.g. https://www.kickstarter.com/ where the new product could be presented, evaluated or
even get the financing.
2.2.2. Segmentation, targeting and positioning
Variation in customer needs is the primary motive for market segmentation. Most companies
will identify and target the most attractive market segments that they can effectively serve.
In international marketing, market segmentation becomes especially critical because of wide
divergence in cross-border consumer needs and lifestyles. Once the company has chosen its
target segments, management needs to determine a competitive positioning strategy for its
products.
Market segmentation. There are very few products that please everybody. In fact, it is
difficult to think of any. Even products such as Coca Cola which is present in almost every
country in the world, has only a minority share of word’s soft drinks market. Everyone needs
water to drink. However, does everyone need bottled water? For companies to successfully
reach their precise customer, they need to divide a market into similar and identifiable
segments through market segmentation. The example of market segmentation could be
following: a company that sells nutritious food might market the product to the older people
while fast-food chains target the working demographic or teens.
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A market segment is a subgroup of people or organizations that have one or more
characteristics in common that cause them to have the same product needs.
It is also important to know differences between customer (individual who buy the product)
and consumer (the individual who consume the product, but not necessary buy it). For
example, you eat the new brand chocolate that you have got from friend so you could be
defined as customer, but not a consumer.
Through market segmentation, companies divide large, heterogeneous market into smaller
segments that can be reached more efficiently and effectively with products and services that
match their unique needs. Segmentation operates at these levels:
1. Mass marketing. Company produces same standard products assuming that it fits
everyone needs/wish/taste etc. Then the company produces it in vast quantities
at low prices and promote it heavily to gain a market share.
2. Segmented markets. Here the company seeks to identify substantial groups of
individuals with similar needs, and aims to satisfy those needs. Different products
are developed for one or more segments.
3. Niche market. Company focuses on small subgroups within target markets and
produces very carefully targeted products.
The starting point for successful segmentation is a good marketing research (see previous
section). Understanding the needs of customers, and the characteristics of those customers
the firm wants to reach, is a basic requirement before deciding how to meet those needs.
Segmentation is usually done in three stages, as follows:
1. Understanding the needs of various customers in the total market needs. This is
commonly done through marketing research, and sometimes through applying
internal knowledge of the company.
2. Customers are grouped according to their needs and characteristics. They are
segmented basing on various factors, i.e. geographical, demographics, behavior
based (i.e. brand loyalty; usage rate, benefits) or lifestyles.
3. Specific groups are selected for targeting. Segmentation implies rejecting groups
that are unprofitable, or do not otherwise fit to the company’s strategic plans.
There is an example of market segmentation criteria:
Segmentation
factor
Geographic

Examples of variables used

Example of application

 Geographic region
 City size or density (e.g. urban suburban,
rural)

In Austria, a major European tourist destination,
vacationers are often segmented according to their
country of origin (e.g. Italians, Germans, Scandinavians,
and Russians) because their needs, vacation styles,
behavior, and so forth strongly correlate with their
nationality.

78

Demographics

Psychographic

Behavioral

 Age
 Gender
 Family life cycle
 Income
 Occupation
 Education
 Social status
 Personality traits
 Life style
 Attitudes about such factors as self,
family and society
 User status (non-user, ex-user, potential
user, first time user, regular user)
 Intensity of the use (heavy versus light
users)
 Urgency, reason, cycle of demand
 Attitude (enthusiastic through hostile)
 Innovativeness
(innovators,
early
adopters, early majority, late majority,
laggards)

Many banks use income and occupation to segment
their customers to private banking services.
Many producers of baby products segment the market
according to age for products, e.g. such baby food, toys,
safety seats, etc.

Some tourist destinations segment markets according
to the lifestyle of guests (e.g. culture-interested, sportinterested, family oriented, relaxation oriented,
outdoor oriented, etc.)
Some mobile phone operators segment the market
using behavioral variables and create plans for heavy
and light users, frequency and intensity of services used
(e.g. phone, SMS), domestic or international calls, etc.

International segmentation is more complex:

 First of all, there is necessity to segment and identify target countries (macro

segmentation and prioritization),
Secondly, it’s important to go in depth when analyzing segments in each country
or across a group of countries (micro-segmentation).

When SME segments foreign markets, different scenarios may arise:
1. Company can decide to focus on universal global segment that transcend national
boundaries. Examples of possible universe segments include global youth,
international business travelers and the global elite.
2. Regional segments those similarities in customer needs and preferences exist among
regions, i.e. Baltic countries or Scandinavian countries.
3. Company can decide to focus marketing on specific national market. Under this
scenario, marketing mix programmes must be localized to meet local consumer
needs, i.e. in one country the company chooses middle class consumer, in anotherhigh income consumer. For example, New Balance sneakers are usual and quite
cheap sneakers in USA, but the luxury brand in France.
In most instances, there is a mixture of universal, regional and county specific market
segments. See below:
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Country X

Country Y

Country Z

In practice, the first step in doing international segmentation is deciding which criteria to use
in the task. Grouping people into segments can be carried out in a large number of ways. But
the generally accepted view is that segmentation of consumers markets (B2C) can be based
on the following:
1. Demographic segmentation. Demographics concerned with factors as age, gender,
sexual orientation, family size and life cycle stage, income, occupation, education,
religion, ethnicity or nationality.
2. Socio-economic segmentation. The main bases are caveats in using per capita income
as an economic development indicator, income differences, purchasing Power Parity
(PPP) criteria, etc.
3. Behavioral segmentation. The main bases of segmentation are benefits sought,
purchase occasion, purchase behavior (time, place, quantities, degree of willingness
to buy innovative products), usage, buyer readiness stage, attitudes towards the
product. For example, loyal to the brand and not loyal to the brand.
4. Psychographic segmentation. People can be divided according to lifestyle or
personality characteristics. Lifestyle segmentation has the major advantage that it
relates directly to purchasing behavior. The technique used is VALS (Values, Attitudes
and Lifestyles). Also every year Hakuhodo agency conducts Global HABIT survey and
identify 7 global lifestyle segments.
See the psychographic example of skiing in Alpes.
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Segment 1
“Pleasure
seeker”

Segment 2
“Work
oriented”

Segment 3
“Couch
Potato”

Segment 4
“Family
oriented”

Segment 5
“Committed
Helper”

Segment size
Lifestyle

12,2 %
Enjoying life,
fun and
variety
seeking

13,9 %
Fulfillment in
occupation,
self-centered

14,9 %
No pleasure
seeker,
frugal

14,9 %
Family is the
center of
interest

Sociodemographics

15-24 years,
single, high
school and
trainees

Winter
vacation style

Fun and
entertainme
nt

24 to 44
years, high
education
selfemployed or
executives
Emphasis on
sports and
relaxation

35 to 44
years major
part, but also
44 and up,
married with
children
Relaxation,
gain new
strength

35 to 44
years,
married with
children,
high
education
relaxation

13,7 %
Socially and
politically
active and
helping
other
55 to 65
years, all
types of
employment

Vacation
activities

Going out,
attending
local events,
skiing,
snowboardin
g
1 vacation/23 short
vacations

Skiing,
snowboardin
g, saunas,
eating out

Skiing, going
for walks

Saunas,
thermal
spas, skiing,
going for
walks

2-3
vacations/4
or more
short
vacations

1 vacation/1
short
vacations

4 or more
vacations/23 short
vacations

Vacation
intensity
(vacation/sho
rt vacation)

Cultural
experience,
staying at
home
Cross
country
skiing, ski
touring
2-3
vacations/
no short
vacations

Segment 6
“The
Inconspicuo
us”
13,3 %
Living a
simple and
frugal live
24 to 35
years, low
education,
skilled
worker and
employees
No clear
preferred
vacation
style
Not very
active in
general

No
vacation/no
short
vacations or
2-3 short
vocations

Segment 7
“Culture
Interested”
18,4 %
Furthering
knowledge,
intellectual
culture
interested
15 to 24 and
55 to 64
years,
students and
pensioners
No clear
preferred
vacation
style
Going for
walks,
relaxing

2-3
vacations/1
short
vocation

Segmentation criteria selection should be related to specific of your product offering. The
methods will however be also different between consumer and business-to-business
markets. Business-to business segmentation variables and examples are:
Segmentation factor
Macro variables

Micro variables

Examples of Variables Used
 Demographics
(size,
industry,
location)
 Operating variables (technology,
user/non user status, capabilities)
 Purchasing approaches (single versus
multiple sourcing, centralized versus
decentralized purchasing, purchasing
criteria)
 Situational factors (urgency, order
sizes, product application)
 Personal characteristics (motives, risk
taking tendencies, loyalty)

Example of Application
The Enterprise Resource Planning (ERP) software
market is segmented primarily based on company
size as it influences:
 Number of users
 IT skills
 Propensity to use ERP
 Buying criteria
 Customization
 Another frequently used segmentation variable
for ERP software is industry, because industry
type influences product requirements.
Some banks segment the market of corporate
clients based on their risk taking attitude and
tailor financial products to either risk taking or
risk avoiding customers.
Source: Kotabe, Helsen, International marketing, 2017

Targeting is the next step after segmentation. Targeting is a process of choosing segment or
segments, deciding on a tactical approach to marketing the products to that segment, and
developing the tactics into practical actions.
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SME should choose which segment or segments will be selected as the target ones. Target
market is the market share that the firm is targeting marketing complex. The main criteria of
the selection are the attractiveness of the segment and company competitive advantage. The
attractiveness of the segment could be evaluated through 1) segment size (market size,
growth rates, potential); 2) intensity of competition within the segment (number of
competitors, entry barriers, segment reach (awareness, access to distribution channels, the
match of company value proposition to segment needs).There are four target market
strategies:

Strategy
Mass marketing
Differentiated marketing
Niche marketing
Micromarketing

Target market
Everybody everywhere
Larger groups within the total market
High penetration within smaller,
specialized segments
Individual customers or localized
microsegments

Example
Target
Sam’s Club, Costco
Trader Joe’s, Whole Foods
Groupon

Segmenting international markets is only part of the game. Once SME has segmented its
foreign markets, the company needs to decide which target markets to pursue and what
positioning strategy to use to appeal to the chosen segments. Developing a positioning theme
involves the guest for unique selling proposition. The formulation of a positioning strategy –
bet it local or global- moves along a sequence of steps:
1. Identify a relevant set off competing products or brands.
2. Determine current perceptions held by consumers about your products/brand and the
competition.
3. Brainstorm to generate possible positioning themes.
4. Screen the positioning alternatives and select the most appealing one.
5. Develop a marketing mix strategy that will implement the chosen positioning strategy
(see more in the next submodule).
6. Overt time, monitor the effectiveness of your positioning strategy. If it is not working,
check if the poor results are due to bad execution or the wrong strategy.
There are several positioning and segmentation strategies below:
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Uniform
positioning
strategy
Different
positioning
strategies

Universal

Different

segment

segments

1

2

3

4

Source: Kotabe, Helsen, International marketing, 2017

For example, while positioning, Body shop emphasizes health more than glamour and this is
a very unique positioning strategy. Nevertheless, it is often hard to come up with a good
uniform positioning theme that appeals in various markets. Universal themes often run a risk
of being bland and nor very inspired. Appeals that work in one culture, not necessary will
work in another. Differences in cultural differences, buying power, competitive climate and
the product life cycle stage force firms to tailor their positioning platform.
There are several universal position themes:
2.
3.
4.
5.
6.
7.

Specific product features/attributes
Product benefits (rational and emotional), solutions for problems
User category
User application
Heritage
Lifestyle

It is also recommended to evaluate the position of competitive situation and use the
positioning map for it. Positioning maps are diagrams drawn to illustrate the customer
perception of the business’ offering based on price, quality, or other product benefits and
how the perception compares against the competitors. The visual diagram helps marketers
in coming up with the appropriate positioning strategy, which may involve developing new
competitive advantages or optimizing existing ones. To create a position map one needs to
define the consumer needs that they would like to understand and develop a market scope
for the analysis. Price and the benefit that will be used in the mapping need to be defined, for
instance, the price can be the retail or wholesale price of the different products. The primary
benefit can be the quality, features, and serviceability among other parameters. The different
products covered would then be analyzed and placed in their rightful places (quadrants)
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based on how they combine/relate to the price and the primary product benefit. See an
example of Lumene brand entering UK market positioning map below:

Then the positioning of the brand is more less clear, it is proposed to use the technique of
positioning statement consist of:
1.

Define the target audience

2.

Describe your category of business

3.

Your point of difference

4.

What is the end benefit

5.

What is the reason to believe

Several examples of positioning statement below:
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Sources:https://www.slideshare.net/DiNan5/brand-dna-the-body-shop-84251354
https://ebaqdesign.com/blog/positioning-statement/
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Important
Not important

Dimensions as product features

Then entering international markets, SME should also thin about the effect of country of
origin (COO) effect and how its brand and the country image matches. See the examples
below:
Country image dimensions
Positive
Negative
I Favorable Match
II Unfavorable Match
Examples:
Examples:

Japanese auto

Hungarian auto

German watch

Mexican watch
Strategic implications
Strategic implications

Brand name reflects COO

Emphasize benefits other than COO

Packaging
includes
COO

Noncountry branding
information

Joint venture with favorable match

Promote brand’s COO
partner

Attractive potential

Communication
campaign
to
manufacturing site
enhance country image
III Favorable Mismatch
IV Unfavorable Match
Examples: Japanese beer
Example: Hungarian Beer
Strategic implications:
Strategic implications:

Alter importance of product

Ignore COO, such information not
category image dimensions
relevant

Promote COO as secondary
benefit
if
compensatory
choice process
Source: Kotabe, Helsen, International marketing, 2017

When the STP strategy has been developed, SME should think about competitive advantage
strategy. SMEs need to develop a strategic plan and integrate the global activities into one
coherent company strategy and business plan (see Module 1). Those need to be implemented
for SME to optimize its activities and competitive advantage for SME to remain a viable player
on international market. Competitive industry structure analysis using Porter 5 forces (see
below) and the competitive analysis using SWOT analysis are useful tools in this step.
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The SME has a competitive advantage when it is able to deliver the same benefits as
competitors, but at lower costs, or deliver benefits that exceed those of competing products.
There are several competitive advantage strategies:
Cost leadership. SME could achieve superior performance by producing similar quality
products or services, but at lower costs. In this case, company sells products at the
same price as competitors but reaps higher profit margins because of lower
production costs. The company that tries to achieve cost advantage (like IKEA) is
pursuing cost leadership strategy. Higher profit margins lead to further price
reductions, more investments in process innovation and ultimately greater value for
customers.
2. Product differentiation. Differentiation advantage is achieved by offering unique
products and services and charging premium price for that. Differentiation strategy is
used in this situation and company positions itself more on branding, advertising,
design, quality and new product development (like Hesburger) rather than efficiency,
outsourcing or process innovation. Customers are willing to pay higher price only for
unique features and the best quality.
3. Niche strategy focus exclusively on a highly specialized segment of the market and try
to achieve a dominant position in segment (like Porche). In an era of global
competition, niche players may be vulnerable to large scale operators due to sheer
economies of scale needed to compete on a global scale.
1.
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2.2.3. Market entry strategy choice
The explosive growth of IT technologies, e-commerce has added urgency to competitive
analysis, involving not only established multinational companies but also increasing number
of entrepreneurial start-ups leapfrogging constraints via internet. A crucial step in developing
a international expansion strategy is the selection of potential target markets to enter.
SMEs have possibility to adopt many different approaches to select the strategy. The entry
decision process starts from country selection. SME should start off with larger pool of
candidate countries (e.g. central European countries). To narrow down this pool of countries,
the company will typically do a preliminary screening. SME should minimize the mistakes of
1) ignoring countries that offer viable opportunities for your product and 2) wasting time on
countries that offer little or no potential. Those countries that pass the first filter are
scrutinized further to determine the final set of target countries.
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The following scheme describes the logic of the entry decision process:

Then the country/countries are selected, the scale of entry is next important element of SMEs
internationalization. The access to resources- monetary and human- is one big constraint that
determines the scale decision. Then the mode of entry should be chosen. There are several
models of entry:
1.
2.
3.
4.
5.
6.

Exporting
Licensing
Franchising
Contract Manufacturing (Outsourcing)
Expanding through Joint Ventures
Wholly Owned Subsidiaries (acquisition and greenfield)
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Cooperative export is very a good option for SME. The company uses the overseas distribution
network of another company for selling its goods in foreign markets as well as in case if
company deals with large intermediates those request large quantities and varieties of
products, which single company can hardly satisfy. Licensing is also especially appealing to
small companies that lack resources. See the advantages and shortages of different entry
modes:
Entry mode
Indirect exporting

Advantages
 Low commitment (in terms of resources)
 Low risk

Direct exporting

 More control (compared to indirect
exporting)
 More sales push
 Little or no investment
 Rapid way to gain entry
 Means to bridge import barriers
 Low risk

Licensing

Franchising

Contract manufacturing

Joint venture











Acquisition





Greenfield

Little or no investment
Rapid way to gain entry
Managerial innovation
Little or no investment
Overcome import barriers
Cost savings
Risk sharing
Less demanding on resources (compared
to wholly owned)
Potential of synergies (e.g. access to
local distribution network)
Full control
Access to local assets (e.g. plants,
distribution network, brand assets)
Less competition

 Full control
 Latest technologies
 No risk of cultural conflicts

Disadvantages
 Lack of control
 Lack of contact with foreign market
 No learning experience
 Potential opportunity cost
 Need to build up export organization
 More demanding on resources















Lack of control
Potential opportunity cost
Need for quality control
Risk of creating competitor
Limits market development
Need for quality control
Lack of control
Risk of creating competitor
Need for quality control
Risk of bad press (e.g child labor)
Diversion to gray and/or black markets
Risk of conflicts with partner (s)
Lack of control
Risk of creating competitor

 Costly
 High risk
 Need to integrate differing
national/corporate cultures
 Cultural clashes
 Costly
 Time consuming
 High political and financial risk
Source: Kotabe, Helsen, International marketing, 2017

Find more about different modes of entry here.
International market entry decisions also cover the timing- of-entry question: when should
SME enter a foreign market? There are several suggestions regarding entry time (Mitra,
Golder, 2002):



Near market knowledge has an important impact on foreign market entry timing.
Cultural similarity with the home markets is not related to foreign market entry
timing. Althought cultural similarity with domestic market may matter for initial
foreign entry forays, it turns out not to be critical for later entries.
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Several economic attractiveness variables matter a great deal. Specifically, countries
with wealthier consumers, larger economies, more developed infrastrcuture, and
more easily assesible consumers ar likely to be entered earlier.
Economic factors are more crucial than cultural factors in entry timing decisions.

SMEs should also be aware of possibility of the exit strategies. The main reasons for exit
are: 1) Sustained losses; 2) difficulty in cracking the market; 3) volatility; 4) premature entry;
5) ethical reasons; 6) intense competition and 6) resource re-allocation.
Risks of exit are related with fixed costs of exit. Damage of corporate image, disposition of
assets, signal to other markets. Read more about these strategies here.
LOCAL CASE/EXAMPLE
Natural lingerie products from Lithuania breaks the rules
After finding a local distributor, the Lithuanian brand "About" of Utenos trikotažas has
entered Japan in 2015. The plans include the USA and Canada.
Lithuanian brand has launched the first innovative lingerie products in the Rising Sun
country and Japanese consumers can find them in one of Japan's most famous
supermarket Estnation. Estnation has 11 supermarkets and sells world-renowned brands
such as Alexander Wang, Balenciaga, Maison Martin Margiela, Versace and many more.
“Japan is one of the important markets for the development of brand “About”, where
consumers appreciate natural materials and product quality. Successful cooperation
started here in the middle of 2015, when our company “Utenos trikotažas” signed a
contract with a local distributor. Having a representative in Japan is the highest
recommendation in this country, ”explains CEO of the company.
The About collection is currently available in 3 Estnation supermarkets in Tokyo, including
the famous Ginza district. Japanese can find brand “About” in more than 40 stores in Japan.
“Japanese value naturalness and prefer cotton, wool, linen. The distinctiveness of brand
“About “ is that it made in Lithuania. For a Japanese buyer, it is a guarantee of quality and
naturalness, ”states CEO.
According to the CEO, the company exporting the brand to Finland, Germany, Great Britain,
United States and Canada.
“Through our partners in the USA, we are already successful in e-commerce today. We plan
to expand into supermarkets in this country as well as in Canada, ”says CEO of the company.
The company has entered with brand “About” in Finland, where “Utenos trikotažas” is
already well-known and sold in 16 stores in 2016. About brand store has been opened I
Helsinki and offers a wide range of About products - lingerie, sleepwear, leisure and sports.
In Germany brand About has started to be sold in 2016 as well and consumers can buy the
brand in 9 stores in major cities. It is planned to expand and enter shopping centers as well
in this country.
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Sources: Verslo žinios, information from Utenos trikotažas

TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Key tips/takeaways:
1. The marketing research process starting from marketing decision problem
formulation and ends to conclusions and recommendations for the entry to
international market. Cultural aspects should be taken on then carrying on the
marketing research in foreign country.
2. Tools that are especially useful in global market research include the following:
online surveys; bulletin boards and chat groups; web visitors tracking; online
(virtual) panels. In case of small business company, the social media or even global
crowdfunding platforms, where the new product could be presented, evaluated or
even get the financing.
3. Once you decide to think about the internationalisation, the starting point for
successful segmentation is a good marketing research. Understanding the needs
of customers, and the characteristics of those customers the SME wants to reach,
is basic to deciding how to meet those needs.
4. Be aware that segmentation methods differ between consumer and business-tobusiness markets.
5. The next step after segmentation is targeting. Be aware that while choosing
segment it is effective to use 2 major criteria: customer conversion analysis and
segment profitability analysis.
6. The universal positioning themes includes specific product features/attributes,
product benefits (rational and emotional), solutions for problems, user category,
user application, heritage, lifestyle.
7. STP strategy leads competitive advantage strategy. Competitive industry structure
analysis using Porter 5 forces and the competitive analysis using SWOT analysis are
useful tools in this step. There are 3 main competitive strategies- cost leadership,
differentiation or niche.
8. SME usually starts from export and while expanding could try other, more
controllable form of the entry mode, i.e. licensing, franchising, joint venture or
even wholly owned subsidiary. SME should be aware not only of advantages but
also shortages of every entry mode.
REFERENCES
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EXTERNAL RESOURCES
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2.3. International Marketing Mix
SHORT DESCRIPTION
To succeed in international markets, SMEs should develop the effective and proper
marketing mix that consist of product, price, place and promotion. In this section you will
learn how to develop new product, what branding techniques are important while
entering international markets, what distribution channels choose. Also you will find out
how to plan and manage global marketing communication campaign.
LEARNING OBJECTIVES
- Define global products and brands and identify the main international marketing
strategies;
- Understand how to manage the global pricing and distribution channels;
- Know about practical issues when designing the marketing communications
campaign for global market.
2.3.1. Global product and market development
Marketing mix is a set of interrelated actions and solutions that meet the needs of customers
and achieve the goals of the company's marketing. Several models exist for defining the
marketing mix, and each model has drawbacks. Traditional model of McCarthy (1964),
focuses on four key elements (4Ps) - terms of product, price, place and promotion.
In 1981, Booms and Bitner added three more Ps (people, process and physical evidence) to
encompass the extra elements present in service industries.
PRODUCT. SMEs that brand their products have various options when they sell their goods in
multiple countries. Multinational product line management entails issues such as:
 What product assortment should the company launch when it first enters a new
market?
 How should the firm expand its multinational product line over time?
 What product lines should be added or dropped?
Product is the bundle of benefits that the supplier (i.e. your company) offers to the purchaser.
The particular set of benefits on offer will appeal to a specific group of consumers. It is
extremely unlikely that any product will appeal to everyone. Even products such as Coca Cola,
which is sold worldwide and it is the world’s most recognized brand name, has only a minority
share of soft drinks market. Many people simply don't like it, or think it is too expensive, or
prefer other drinks which meet their needs better.
Usually the company offers not only one product, but a portfolio of products. Companies need
to manage their portfolio in a way that ensures that it continuously meets the needs of
customers, dropping products that no longer meet customer needs effectively and
introducing new ones that fit the market better.
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Therefore, for SMEs to remain in business, constant stream of new products needs to be
developed in order to replace those that have reached the end of their useful lives.
Additionally, companies need to add new products to the range if they are to grow: new
markets demand new products. The possible decisions for product strategy for foreign market
are presented below:
Selection of the product
Distribution of the product
without change
Modified
product
distribution
New product distribution

Formation
products‘ assortment
The assortment width
The assortment depth
The assortment length

of Strategy of foreign markets
coverage
Non
differentiated
marketing (standardization)
Differentiated
marketing
(differentiation)
Concentrated
marketing
(standardization)

Firstly, SME should decide regarding the product selection for the foreign market, i.e. if it will
be current product without any change or it will be modified or event new product. It is
important to know, that incase of modified product, the product technology and the main
functional purpose remains unchanged. The procedure for examining the suitability of
products for foreign markets is below:

While deciding regarding the product, SME should also think about product levels and discuss
every of it as it could impact the selection of product.
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The structure of the assortment depends on SME strategy and resources and products
demand and competition in the foreign market. In addition, the product cycle is important,
i.e. in case of entry phase, the functional product characteristics should be emphasized and
the main task is to inform consumers. If the product is the mature phase, so it is a need to
convince consumers as well the emotional appeals have to be taken into account.
Regarding the product strategy in foreign markets, please find the advantages and shortages
below:
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Strategy of foreign
markets coverage
Non
differentiated
marketing
Concentrated
marketing
(standardization
of
products)

Differentiated
marketing
(differentiation
products)

of

Advantages

Shortages

Cost savings due to increased
production
volume,
common
organization of supply, control of
stock movement and service system
Fast return on investment
Easer SME management
Possibility to standardization of other
elements of marketing complex
Effective,
consumer
oriented
marketing
Raid development and production of
new goods
More creative employees attracted

Ineffective marking (product not
adapted
to
local
market
requirements)
The process of developing and
producing new goods is slowing down
Increasing staff turnover (some
workers are looking for more creative
work)
Larger expenses
Longer
payback
period
for
investments
More complex company management
There is a need to modify other
elements of the marketing mix

Considering the product, the main vehicle by which marketers focus their activities is the
brand. According to American Marketing Association, a brand is a name, term, design,
symbol, or other feature that distinguishes an organization or product from its rivals in the
eyes of the customer.
For example, people don't by Porsche simply as the mean of transport. They buy it because it
conveys an image of engineering excellence, reliability, sporty styling, high speed and high
prices. The brand has advantages for the customer: it is easy to recognize the products and
easy to identify with it. Brand names should catch customers’ attention, should link to a visual
image and communicate something about the product, or be capable of being used to
communicate about the product.
A key strategic issue that appears on SMEs’ agenda is whether or not there should be a global
brand. What conditions favor launching a product with a single brand name worldwide? The
same logo? And perhaps the same slogan? When it is more appropriate to keep brand local
instead of changing to a global one.? So local or global branding?
There is no simple answer to this dilemma. In general, a carefully crafted portfolio of local and
global brands is preferable. The brand structure or brand portfolio is a current set of company
brands across countries, business and product – markets. There are basically four main types
of branding approaches:
1. Solo branding, i.e. each brand stands on its own (i.e. Uniliver with brands such as
Rexona, Cif or Carte Dor),
2. Hallmark branding, when the company tags one brand, usually the corporate one, to
all products, and does not use any sub-brands (e.g. SEB bank),
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3. Family (umbrella) branding. This is hierarchy of brands that uses the corporate brand
as an authority symbol and then has a number of sub-brands under the corporate
badge (e.g. hotels, i.e. Best western hotels),
4. Extension branding. The idea is to start with one product and then? stretch the brand
to other categories as far as possible (e.g. fashion industries).
It is worth to know the difference between international and global brand. International
brand - “born” in the national market and later exported to foreign countries. A global brand
is introduced into the global market when it is “born”. Its identity is the same in all countries,
i.e. same benefits, value proposition, positioning. Global brands can be "localized", i.e.
adaptable to an existing market, e.g. NorthFace - Asian fit for the Chinese market. Global
brands are exerting greater influence in countries of high uncertainty and high collectivism.
For example, Spanish & Italians are more receptive to brands than Germans & French. The
main advantages of the global brand:
 Economies of scale, especially for high tech products (pharmaceuticals,
computers, chemicals, cars)
 Brand awareness
 The image of prestige and clear associations: L'Oreal, for example, associates
with French fashion.
The local brand is also could be used. For example, Heinz is using local brand Pudliszki in
Poland. There are several situations when it could be used in foreign market:




The similar brand is already in use in the local market,
Cultural barriers, i.e. difficult to pronounce or translate improperly,
Patriotism and the desire to buy local products (ethnocentrism).

Apart from the brand structure and locality/globality, the brand architecture is another
important cornerstone of the SME international branding strategy. It spells out how brand
names ought to be used at each level of the company.
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David Aker (1991), a branding guru, offers the following checklist for analyzing globalization
propositions:
1. What is the cost of creating and maintaining awareness and associations for a local
brand versus global one?
2. Are there significant economies of scale in the creation and running of a
communication program globally?
3. Is there value to associations of a global brand or of a brand associated with the source
country?
4. What local associations will be generated by the global name? Symbol? Slogan?
Imaginary?
5. Is it culturally and legally do-able to use brand name symbol and slogan across the
different countries?
6. What is the value of awareness and associations that a regional brand might create?
There are several proposal how to use the brand name while entering the foreign market, i.e.:
1. Enter the market with the original brand name. Suitable for strong brands such as
Body Shop.
2. Take note of the translation of the title, but leave the logo itself. For example, Danone
in Ireland Vitalinea, Light & Fit in USA at Silhouetee in Canada. They all mean low-fat
yogurt.
3. Use a completely different brand name. Most suitable for multinational companies
that purchase a local brand.
It’s also important that SME would monitor the market place response of the brand name
change with the marketing research.
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Before selecting the brand name, SME should be aware of the meaning of brand name in
particular country, peculiarities of language and spelling, social-cultural peculiarities, the
brand names variety in the foreign market.
It is also very important to evaluate the country-of–origin (COO) effects while developing
products/brands in foreign countries. Consumer often relies on a product COO as an
important cue to access its quality.
Before exploring strategic options to deal with COO, SMEs should conduct market research
investigating the extent and the impact of COO stereotypes for their particular product. There
are several strategies how to cope with COO stereotypes:
Product policy. The common practice is to select a brand name that distinguishes the COO or
even involves a favorable COO.
Pricing. Selling the product at a relatively low price will attract value-conscious customers who
are not very concerned about the brand COO. At the other end, SMEs could set a premium
price to combat COO biases. This is especially effective for product categories in which price
plays a role as a signal of quality (e.g. wines, cosmetic, clothing).
Distribution. SME could influence consumer attitudes by using highly respected distribution
channels.
Communication. Communication strategies could improve the country image or bolster the
brand image. That is usually done with the help of industry associations or government
agencies.
Find more on how nations and brands overcome COO here.
2.3.2. Global pricing and distribution
PRICE is the total cost to the customer of buying the product. It therefore goes beyond the
simple monetary costs. Customers also consider the difficulty of purchase, the costs of
ownership of the products, and even the ‘embarrassment’ factor of owning a wearing brand.
Price is a strategic dimension for companies as there is a relationship (for most products)
between price and sales volume. The lower the price, the greater the volume (in general). On
the other hand, there is also reverse relationship between price and perceived quality (the
higher the price, the greater the quality). For marketers the problem often lies in finding ways
to justify a price rise to consumers.
The price is the only element of the mix that generates revenue. Price should relate to the
market, not to the firm’s costs of production. Pricing is a process: set pricing objectives (1),
develop pricing strategy (2), determine demand (3), estimate costs (4), review competitive
offerings (5), select pricing method (6), establish pricing policies (7), determine prices (8).
There are several global pricing strategies that can be used by SMEs:
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Cream
skimming
strategy
Market
penetration
strategy

Competitororiented
strategy
Price
and
quality
strategy

Used when the product has reliable patent protection and there are no competitors on
the market yet. The success of a strategy depends on the ability of competitors to react
and the speed at which they respond.
Used when demand for goods is elastic to price, consumer purchasing power is low and
many competitors in the market. The company must aim for minimum production and
sales costs. In order to establish themselves in a particular market, companies set low
prices for goods by covering indirect costs at the expense of sales in other markets
(Japanese companies).
The price depends on the prices of the competitors' goods. In an oligopolistic market,
the price is dictated by the market leader and the average market price is calculated in a
monopolistic competition market. It must cover the costs of the business.
Consumers tend to pay a higher price for higher quality. Price must match quality.

There are several issues about global pricing and impact of expenses on the price. Transfer
prices allow for the redistribution of profits of branches of a multinational company
established in countries with different corporate tax rates. The purpose is to minimize the
profits of a multinational corporation. If SME is operating in one country, so it should be use
the price calculation in the first column.
If the product is produced in one country, but sold
in another, then the price is calculated
1. Cost of goods produced
2. Operating costs borne by the goods exported
(administrative and sales) part
Overheads
Profit
The primary producer price
3. Additional cost of production of the exported
goods: (a) market adaptation; (b) conditioning
4. Order search costs
5. Out-of-country shipping (order fulfillment) costs:
(a) commercial; (b) dispatch and special packaging;
(c) customs duties and charges; (d) transportation;
(e) insurance; (f) preparation of documentation; (g)
intermediaries
Commissions
The price for export

If the product produced in international company
divisions abroad
Transfer prices, also known as "transfer" (Latin
"transfer") prices these are the prices at which the units of the
company are transferred to each other
semi-finished products or services provided
 minimize corporate taxes
 minimize customs duties
 easing national financial constraints
 reduce the risk of exchange rate fluctuations
 create a favorable image of the company abroad

More about transfer pricing you can find here.
SMEs should also be aware regarding local government decisions (horizontal and vertical price
fixation, or antidumping). For example, ecological fees of cars. Also the currency fluctuations
should be taken into account. See exporter Strategies under varying currencies below:
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When domestic currency is WEAK…
 Stress price benefits
 Costly features expand product line and add more
 Shift sourcing and manufacturing to domestic
market
 Exploit export opportunities in all markets
 Use full-costing approach but use marginal – cost
pricing to penetrate new/competitive markets
 Speed repatriation of foreign – earned income and
collections
 Buy needed services (advertising, insurance,
transportation, etc.) in domestic market
 Minimize local borrowing
 Bill foreign customers in domestic currency

When domestic currency is STRONG
 Engage in non-price competition by improving
quality, delivery and aftersale service
 Improve productivity and engage in vigorous cots
reduction
 Shift sourcing and manufacturing overseas.
 Give priority to exports to relatively strong
currency countries
 Deal in countertrade with weak currency countries
 Trim profit margins and use marginal-cost pricing
 Keep the foreign –earned income in host country,
slow collections
 Maximize expenditure in local, hos-country
currency
 Buy needed services abroad and pay for them in
local currency
 Borrow money needed for expansion in local
market
 Bill foreign customers in their own currency
Source: S. Tamer Cavusgil, “Unraveling the Mystique Export Pricing”

The pricing in inflation economies is also has issues to solve. There are several proposals in
this case:
1.
2.
3.
4.
5.
6.
7.

Modify components, ingredients, parts and/or packaging materials.
Source materials from low-cost suppliers.
Shorten credit terms.
Include escalator clauses in long-term contracts.
Quote prices in a stable currency.
Pursue rapid inventory turnovers.
Draw lessons from other countries.

Global pricing is one of the most critical and complex issues in international marketing. Price
is the only marketing mix instrument that creates revenues. All other elements entail
DISTRIBUTION or PLACE is the location where the exchange takes place. This maybe be a
retail store, it may be a catalogue, it may be a restaurant, or it may be a website. Deciding on
the appropriate place for the exchange is not merely a matter of moving goods around
(although the physical distribution is one aspect of the process), but rather a strategic issue.
The decisions revolve around making it as easy as possible for customers to find the goods
and make the purchase, and also using channels that give the appropriate image of the
product.
Marketing (distribution) channel: is path through which products - and legal ownership of
them - flow from producer to consumers or business users.
Distribution channels may be of any length, ranging from direct channels from producer to
consumer, up to seven or eight member channels common in the food industry:
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Choosing an appropriate intermediary is not necessarily a simple matter, especially, as
intermediaries frequently have more power in the supply chain than producers, and can
therefore choose between suppliers.
Producers also need to consider the intensity of market coverage. There are three main
distribution intensity types:
1. Intensive distribution. Seeks to obtain maximum product exposure at the retail level,
i.e. soft drinks, candy, gum, etc.
1. Selective distribution. Companies who want to maintain a specific quality store for
their product will use selective distribution, i.e. bicycles, hi-fi systems, toys, etc.
2. Exclusive distribution. Product is sold in only one place in a given area. For example,
Rolls Royce vehicles are exclusively distributed.
Factors determining distribution intensity are presented below. SME should take into
account product type, services after purchase and other issues. See below:
Intensive
distribution

Chanel width
Selective
distribution

Exclusive distribution
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FACTORS

Product type

Daily demand products

Specialized products

Product life cycle

Maturity

Entry

Product price

Low

High

Product loyalty

Priority to any brand

Frequency of purchase

Frequently

The uniqueness of product

Usual quality

Special quality

In store customer service

Self-service

Individual service

Product technical complexity

Low

Only specific brand
Rarely

High

Services after purchase

The marketer is responsible for marketing channel management that is implemented using
these steps:
1. Formulating channel strategy, i.e. selecting the most effective distributors basing on
market, producer, product and competitive factors;
2. Design channel structure, i.e. set distribution tasks, consider alternative structure,
choose optimal structure;
3. Select channel members, i.e. according to sales strength, market coverage, reputation,
attitude, etc.
4. Motivate channel members, i.e. informal support, establishing strategic alliances,
partnerships.
5. Coordinate with marketing mix, i.e. retailers (a channel member) play an important
role in product positioning, personal selling, profit margins available to channel
members, pricing policies, promotions interface with channel members, point-ofpurchase displays, inventory levels, sales person training, etc. and
6. Evaluate member performance.
Before selecting the distribution channeled, you can benefit from profiling analysis of macro
environment and distribution channels:

Economic
environment

Social/cultural
environment

Formation of distribution channel
Foreign market capacity
Foreign direct investment
Possibilities
Used by competitors
distribution channels
Alternative Distributions
channel performance
Buyers' habits and places of
purchase, which they prefer
The attitude of buyers towards
foreign firms formed new
distribution channels

Organization of physical products’ movement
Foreign Market Infrastructure
(water and airports, rail network, etc.)
The distribution of supplies as goods move
through different distribution
channels, volumes, and frequency
Physical movement of competitor goods
organization (methods of transportation,
organization of warehouses, size of stocks, etc.)
Geographic environment (eg distance between
product
manufacturer and its consumer abroad,
geographical
layout of transport axes)
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Political/legal
environment

Local laws, governing distribution
channel activity
Local laws, governing foreign firms
activities

Institutional
environment

Goods available in the foreign
market
distribution channels
Distribution Channel Openness
for goods of foreign
manufacturers
Openness of trade intermediaries
for foreign investment

Education of Foreign Market Trade Brokers and
qualification
State control of export operations (foreign
licensing of economic activities, customs
formalities and etc.)
State control of transport operations
Special goods marking, packaging, bulky
requirements
Amount of commission for intermediaries
Intermediates’ image, reliability, serviced
the size of the area

The main criteria of distribution channel intermediates’ selection are based on 6 Cs:
Cost. Each step of the channel of distribution adds cost. Each channel member is supposed to
add more value than cost. If a channel member adds more value than cost, suppliers and
customers will become dependent on that channel member. If a channel adds more cost than
value, either suppliers or customers will attempt to take over the functions of the inefficient
channel member.
Capital. The amount of money needed to finance each step of the distribution process. I.e.
some intermediaries provide financing in the form of trade credit to their customers.
Control. Channel leadership requires that conflict and power in the channel is used for the
benefit of the overall channel. While conflict can be dysfunctional, leading to dissipation of
effort and resources, it can also be positive, serving as a change agent for improvements in
the channel. The degree of channel control or leadership that can be exercised is a balance of
benefits for the party being subjected to control, and that party's tolerance for control.
Payoffs from control can come from reduced competition, better marketing programs and
product innovation, and the provision of resources that benefits the controlled intermediary.
Coverage. Determining the right level of distribution coverage comes down to an analysis of
the benefits (e.g., more sales) versus the cost associated with gain the benefits. There are
three main levels of distribution coverage - mass coverage, selective and exclusive. Mass
coverage (also known as intensive distribution) strategy attempts to distribute products
widely in nearly all locations in which that type of product is sold. Under selective coverage
the marketer deliberately seeks to limit the locations in which this type of product is sold.
Some high-end products target very narrow markets that have a relatively small number of
customers. The target market may lead the marketer to sell their products through a very
select or exclusive group of resellers.
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Character. A business needs a moral base in order to treat its customers fairly. Members of
the channel must have honesty and integrity, in order to keep a good reputation among
customers and suppliers. A company with poor character cheats and defrauds its customers,
and soon finds itself out of business.
Continuity. The distribution channel should be as little dependent on changes in competition
or environmental conditions as possible and unforeseen events.
Then selecting the channel/channels, SME should be aware of global logistics issues. The
global logistics scheme is below:

Raw Materials
Components
Supplies

Materials
management

The Firm
Processing
and
Assembly

Finished
Products

Sourcing strategy

Physical
distribution

Customers
around the
World

Transportation
Warehousing
Inventory
Customers/Order Entry
Administration

Global logistics is different than local. SMEs should be aware of global logistics specifics:








Barriers, prohibitions and restrictions on foreign trade need to be assessed;
Language, business customs and traditions influence the logistics system
Expeditionary service becomes much more important than in the domestic market,
The international movement of goods is much more often related to several modes of
transport types;
The company has to find a compromise between seeking consumers abroad,
degree of service and availability of storage space (smaller storage options require
more frequent and consistent service and vice versa);
The goods can be stored and further processed and then duty-free tax re-exported to
free economic zones abroad, etc.

2.3.3. Global marketing communications
PROMOTION or MARKETING COMMUNICATIONS is such a large part of marketing that is
often mistaken for the whole marketing. Promotion (or marketing communications)
encompasses all the communication activities of marketing: advertising, public relations,
sales promotions, personal selling and so forth. It is important to know that all marketing
communications have to be integrated, i.e. communicate the same message to the target
group. See a classification of marketing communications to better understand the scope of
the tools you can use for your marketing communications.
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Global advertising encompasses areas such as advertising planning, budgeting, resource
allocation issues, message strategy, and media decisions. Other areas include: local
regulations, advertising agency selection, coordination of multi-country communication
efforts and regional and global campaigns.
Developing effective marketing communications follows a six-stage process, as follows:
1. Identify the target audience, i.e. decide who the message should get to. SME should
think how big the audience will be: national, foreign markets or global market.
2. Determine the response sought, i.e. what the marketer would like the audience to do
after they get the message.
3. Choose the message. Write the copy, or produce and appropriate image.
4. Choose the channel. Decide which newspaper, TV station, social media or other
medium is most appealing to the audience.
5. Select the source’s attributes, decide what it is about the products or company that
needs to be communicated.
6. Calculate costs, basing on objective and task, percentage of sales, competitive parity
or all-you can afford methods.
7. Collect feedback, i.e. carry out the market research to find out how successful the
message is.
The marketer is planning campaigns that can be image, product differentiation, positioning
or direct-response campaigns.
While entering new market, SME should be aware of culture barriers. Language is one of the
most formidable barriers in international marketing. Three types of translation errors can
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occur in international marketing: simple carelessness; multiple-meaning words and idioms,
for example one advertising agency use the slogan “You can use no finer napkin at your dinner
table” in USA and the same in G. Britain where napkin means diapers.
In order to avoid such mistakes, it is recommended not to translate into local language, leave
in English (like United Colors of Benetton), use subtitles in TV advertising and carefully study
and test the add text.
Other important issues related with cultural values in advertising are:





Advertising that emphasizes the negative consequences and threats is more effective
in high uncertainty avoidance countries (e.g. Germany, Austria, Hungary, Israel);
Advertising highlighting the positive effects of smoking cessation in low-definition
countries (e.g Denmark, Russia, UK and US);
Comparative advertising is unacceptable in collectivist countries (e.g. Japan, Thailand)
as in women's cultures (i.e. Scandinavia);
In the female and individualist cultures, relatively subtle comparative advertising is
acceptable (e.g. France and the Netherlands), and is best accepted in the male and
individualistic cultures (e.g. Poland, USA, Hungary, USA, UK).

The issue of standardize versus adapt has sparked a fierce debate in marketing
communication circles. A truly global campaign is uniform in message and often also in
execution (at least, in terms of visuals). Then necessary, minor changes must be made in the
execution to comply with local regulations or to make the ad more appealing to local
audiences (voice-overs, local actors). Typically, global campaigns heavily rely on global or panregional media channels. “Truly” global campaigns are still relatively rare.
Then planning international advertising campaign, SME should be acknowledged with the
message standardization/differentiation issues:
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The most used and successful universal advertising copies are:
 superior quality
 new product/service
 country of origin
 heroes and celebrities
 lifestyle
 global presence
 market leadership
 corporate image
Basing on Solomon (2010), the balance between emotional and rational information in
advertising is very important. Logic and feelings together can help consumers make the
decisions they want. Effective advertising needs both.
SMEs should use other communication elements apart from advertising:






Sales promotions (i.e. consumer promotions & trade promotions (aimed at
distributors)). For most multinationals, the sales promotion policy is a local affair.
Direct marketing, i.e. direct mail. Telemarketing, door to door selling, internet
marketing, and catalog marketing.
Mobile marketing that can be customized to the consumer location or consumption
context or the SME is able to interact with the target customer.
Trade shows, especially in case of B2B, have direct sales effect.
Viral marketing, i.e. boosting a self – replicating viral process through a social network.
Here it is important to identify people with high networking influence and create a
message that is so compelling that it will be passed through the network.
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LOCAL CASE/EXAMPLE
Small company enters big markets: Robi Agnes brand (Lithuania)
Agnė Zokaitė-Stakauskienė and Roberta Vasiliauskienė, co-owners of Robi Agnes, do not
hide the fact that while refining the brand concept they had to "swim", but this is the
route of the most beginners who do not have the investment and the help of specialists.
Having previously been looking for foreign buyers in a natural way, UAB Robi Agnes has
moved to systematic development - choosing a country to be its target for the coming
year and starting work: looking for partners, public relations agencies, bloggers to
promote their products.
Two women have created Robi Agnes brand and started sewing leather handbags in 2013.
They have invested 150 eur into the production of 5 sweaters, which were immediately
grabbed by the buyers. Later, not being able to order a dozen, they risked and ordered
100 knitwears, and when they sold them, the manager of the knitwear came to look "at
the Lithuanians who managed to sell 100 knitwear." But Robi Agnes continues to promise
knitters who once trusted them that they will grow even more and buy more.
The high-quality, natural-material knitwear brand, that will soon introduce their spring
collection models, started with leather handbags and accessories, then added knitwear,
then dropped accessories because of the high cost, and now finally refined the concept
and turned to knitwear.
“We needed a specialist from the country who said that our specialty is knitwear. So if we
make summer dresses, those will fit to our sweaters, but we will no longer have coats, but
coats - bracelets, and bracelets - even handbags, ”says Mr. Zokaitė-Stakauskienė, coowner and production manager of Robi Agnes.
A clear concept is one of the reasons for Robi Agnes' success. In 2013 Robi Agnes started
making leather handbags and soon made a few knit fabric sweaters, which were instantly
redeemed by Vilnius boutique customers who already recognize Robi Agnes from
Facebook. In 2015 co-owners founded Robi Agnes and left their workplace as lawyers.
Company turnover in 2015 exceeded EUR 70,000, 2016 - 150,000 Eur. Export has consist
4% in 2016, 11% last year in 2017.
1 year - 1 market. “We plan to export 20% in 2018. If we have doubled everything every
year so far, we might succeed this time, ”smiles co-owner and director of the company.
The company's knitwear is available in France, Estonia, Latvia, Poland. Previously,
businesswomen were looking for export markets in a natural way - "googled" potential
outlets and writing to potential partners while they were responding. Then Robi Agnes
has moved to systemic development - picking the country that will be a target for the
coming year and starting work: looking for partners, public relations agencies, bloggers to
promote their products.
Experts said that the Polish market should not be of interest to Lithuanians, as Polish
themselves export rather than import. We did not want to accept it, so we went to
Warsaw, visited exhibitions, marketplaces, contacted boutiques and started moving this
market. Our products are more expensive than the local ones, but based on our efforts
and sales results, we realized that we are interesting for Polish and decided to enter this
market, ”says Mr. Zokaitė-Stakauskienė.
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"Latvia, Estonia, Poland, like Lithuania, have the same trends - fashion for boutique,
fashion for the region, and naturalness," - says Agne. We are using the international
brand and the communication but engaging local influencers and bloggers.
Further development of Robi Agnes is planned in USA. Soon, the businesswomen will sign
a distribution agreement with a US partner who plans to negotiate sales of Lithuanian
products with major brand stores. Entrepreneurs say they are not afraid of massproduced branding because their Robi Agnes growth is changing the way their customers
look. Robi Agnes is not a niche brand that can only be found in boutiques, but its high
quality can be guaranteed through expanding production and the network of retail
outlets.
Indeed, frugality and rational approach, as well as refining the concept of natural
knitwear, have led to the rapid growth of the Lithuanian brand. Businesswomen say that
they have done everything by themselves from the beginning. They were once models,
photographers and visionaries, and later, when they could afford more, they also spent
their own money responsibly - only last year they moved from home and cafes to work in
the office and hired one employee.
“The investment we did not spare was the design of our brand. At that time, we paid the
designer $ 1,600, though many turned their fingers on the incense and said that the two
letters could be written by any program, but we both believed that the success of our
business would also depend on the brand, ”says Mr. P. Zokaitė-Stakauskienė. Also the
plastic bags where we get the sweaters are sent back to the knitters. Not only for money,
but also for ecology - the culture of consumption is not close to us, ”says the co-owner.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
1. While developing products for international market, SME should select if the
current, modified or new product should be presented for international market,
decide regarding assortment and select strategy of foreign markets coverage.
2. The structure of the assortment depends on SME strategy and resources and
products demand and competition in the foreign market. In addition, the product
cycle stage is important to take into account.
3. It is very important to evaluate the country-of – origin (COO) effects while
developing products/brands in foreign countries.
4. There are several proposals how to use the brand name while entering the foreign
market: enter the market with the original brand name; take note of the translation
of the title, but leave the logo itself or use a completely different brand name.
4. SME should be aware of the pricing process that starts from set of pricing objectives
and ends to determination of prices. SME should carefully choose global pricing
strategy.
5. SME should select an appropriate intermediary and consider the intensity of market
coverage.
6. Before selecting the distribution channel, it is offered to make the profiling analysis
of macro environment and distribution channels.
7. Integrated effective marketing communications follows a six-stage process: from
target audience identification to feedback collecting.
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8. “Truly” global campaigns are still relatively rare. Then planning international
advertising campaign, SME should be acknowledged with the message
standardization/differentiation issues.
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Module 3. International networking
by Christina Achilleos and Maria Vouidaski under supervision of Dr. Celia
Hadjichristodoulou & Dr. Michalis Katharakis
3.1 International networking in practice
SHORT DESCRIPTION
This submodule will focus on explaining why international networking is important. It will
clarify why SMEs need to have strong international networking skills, and what are the
benefits of building a strong European network, when aiming to internationalise their
operations. Moreover, since international networking is so vital, you will learn how
networking is of strategic importance to your SME. In more practical terms, you will learn
how to organise and prioritise your SME’s networking needs, and consequently draft an
actionable international networking strategy, which will help you with your firm’s overall
internationalisation plans.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
-

To identify the importance of international networking for your SME
To learn how to prioritise and organise your SME international networking needs
To create an actionable international networking strategy

3.1.1. The importance of international networking for your SME
Networks are a vital component of SMEs internationalization. They help SMEs to engage in
European markets and to be more innovative. SMEs rely more and more on trusted networks,
clusters and partnerships which provide access to information, know-how and new
technologies increasing their ability to internationalize. Building a network takes time, money
and staff who are dedicated to helping your business grow in EU markets and internationally.
But it’s worth it. Finding new customers, intermediaries, partners and international
opportunities hinges on successful EU and international networking.
Revise below reasons why international networking can help your SME:
1) Networking can help you grow your business
In many countries, having a local partner is the key to success. It’s important to find partners
who understand your prospective customers— including who has the decision-making
authority and how they make those decisions. All of these can help you establish and grow
your business easier in the EU market. Moreover, networking can help you
receive information on European market developments in your specific industry/sector or
market, information which might not be available to you if you did not network effectively. A
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network is a good gateway to supply chains you may not otherwise know about. Building
relationships with the biggest players in your industry will get you access to those supply
chains.
2) Networking is a long-term investment
Amongst other things, networking can help you and your team expand various aspects of your
business, and equip you with skills which will have a long-term effect on your business. For
example, networking can open up learning opportunities for employment process in the
European markets, improving and understanding regulations in other EU countries.
Moreover, networking can open up the path to useful staff exchanges that facilitate sharing
of best practices and knowledge in the efforts to internationalize. Importantly, networking
can help you meet potential clients and suppliers, who may help you with your business
growth.
3) Networking can help you establish your SME in a strong EU network
Being a part of a strong EU network can further help the potential of your SME to grow, and
evolve. Participating actively in an EU network can help your SME receive business news,
local updates and invitations to business events, e.g. conferences, seminars, workshops,
exhibitions, lectures by prominent business people or industry experts. Moreover, your team
can participate in debates on topics relevant to your industry or field of business and
contribute to or participate in surveys or research in your field or business sector. Having
connections in your sector will keep you apprised of global opportunities and offer chances
to collaborate with companies that offer complementary services. You might even find a way
to align with your competitors in cases where you can team up to offer more bandwidth or
product. Industry associations will prove valuable, as will chambers of commerce and
business councils.
4) Networking helps with the diversity of your SME
A diverse business network will help you navigate your way through the local market. It’s a
good idea to come up with a strategy so you can leverage your network effectively by mapping
out who you know and when to call on them.
Tip! You can visit the https://www.bni.com, the largest Business International Network in the
world. The mission of BNI is to help members increase their business through a structured,
positive and professional referral marketing program that enables them to develop longterm, meaningful relationships with quality business professionals. Join their local chapters,
and join a network of professionals that can help you and your business internationalise and
scale up!
3.1.2. Why you should approach international networking strategically
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There could be a number of reasons why you would want to raise the are of networking to a
more strategic level into your organisation. Below you can explore good reasons why
networking is of strategic important for your SME:
 Acquiring new skills and resources
Often, when companies co-operate on a project, they exchange skills that are not for sale.
Typically, one partner possesses technological expertise and the ability to keep abreast of
rapidly evolving technological developments. What that partner needs from the other partner
or partners is capital, large distribution systems, marketing expertise, service networks and
credibility in the marketplace. Each partner therefore provides the other with vital resources
and uses the partnership to extend its skill set into new areas.
 Forming economies of scale
You may want to network in order to gain access to a collaborator’s resources and skillset,
which can be further translated to economies of scale. Good and reliable partnerships can
combine successfully complementary skills, whereas a company can rely on a partner’s
proven expertise in an EU market to achieve growth a lot faster, than doing this alone.
 Enhancing competitiveness
Many international trade projects require expertise from different fields. Traditionally,
companies have tried to develop or maintain all the required skills in-house. However, as
technological and administrative complexity increases, companies are learning that they
cannot do everything by themselves. As a result, the most competitive corporations are
adopting a strategy of maintaining their core competencies only. Gaps in the skill bases are
then filled by partnering with a company that has the missing skills. This strategy avoids the
need to expend resources and run the risks associated with developing the skills in-house.
Networking appears to be the king in this aspect.
 Sharing business risks
Successful networking, can place your SME in such a good partnership, which could
potentially enable your SME to perform some risk sharing. Risk sharing through partnering is
most often seen in research and development areas. Research and development costs are
always increasing and the speed of innovation means that products rapidly become outdated
and the risks of investing in developing new products are high. Sharing research and
development costs and facilities provides good value for money, while sharing expertise can
speed up the process. Partnering can be used to share risk in other areas as well. For example,
companies can share transportation and distribution systems, which saves money and
enables faster delivery of the product.
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 Entering new markets
Effective strategic networking, can result to forming valuable strategic alliances, which can
act as the means of entering new EU markets. Partners can provide the necessary
infrastructure to expand you SMEs operations in new markets, by providing to you established
marketing and distribution systems as well as valuable knowledge in these markets, ensuring
demand for your products/services. Strategic partners can also help with issues as translation
of documentation, conversion of power requirements and compliance with packaging
regulations. Strategic alliances can also be useful when market conditions or government
policies present market entry barriers. Partnering with a local company can help overcome
these barriers.
 Overcoming competition in markets
Normally, you will be faced with competition in the countries you will be expanding. Effective
networking can also help your SME in this area as well. SMEs often cooperating in marketing
or distribution to overcome competition. A well-established alliance (which is a result of a
well thought networking strategy) can mean a first-mover start in market, possibly even
preventing other competitors from entering. Forming an alliance with an established, major
company can reduce the influence of other companies. However, companies should be
careful that alliances do not form a cartel or otherwise breach anti-competition laws in the
target market.
In your strategic efforts to internationalise, networking seems one of the most vital
cornerstones of your strategy. Networking however, can be conceptualised at many business
levels, and can be further broken down into tactics. The below aspects are perceived as the
basic elements to check when deciding to build your internationalisation networking strategy,
and expand your networking in the EU market:
-

Training of your human resources on the concept of international networking
Set up of your networking strategy as part of internationalisation strategy
Language and cultural training as part of the international networking strategy
Joining international export forums, associations, groups etc. to support you with your
international networking strategy

Training human resources on the concept of international networking
When deciding to opt for this option, some ideas would be to include training on:
-Business English for the internationalisation of SMEs. This is important, in order to be able to
network effectively.
-Acquiring information to export and the rules of international trade. This will help you know
the global market rules, and thus help you become an effective networker.
116

-Rules and principles of international trade, marketing and financial instruments and services
for internationalization. This will help you, and your company create the basis of your
internationalization needs, and how to pursue them in a truly global market when you are
having discussions with people abroad.
The focus when addressing the above factors should be focused on to:
a) Prepare for your export activities – you and your team can attend proactively in
seminars that deal with trade regulations, international market research etc.
b) Hire an experienced export coach to help you develop and implement a successful
international business plan
c) Join international seminars abroad, together with participants from other countries to
enlarge the international network of colleagues and trade experts.
d) Organise and attend business meetings with potential international clients, which will
help you set your international network proactively. Make sure that the client network
will result to real exportation.
Language and cultural training on becoming an effective networker
The importance of understanding potential customers, their language and culture and how
to do business with them in their particular market is vital as significant business can be lost
through lack of cultural awareness. The expertise and advice from a Communication and
Culture adviser can add great value to a SMEs export strategy, thus it is important to seek
your options prior to developing your internationalization strategy, since the relevant costs
will need to be determined. We explain more of this concept in our next submodule!

Source:https://www.google.com/url?sa=i&source=images&cd=&ved=2ahUKEwi06tfp4evjAhXFzaQK
HZpOCvwQjRx6BAgBEAU&url=https%3A%2F%2Fwww.shipafreight.com%2Fknowledgeseries%2Fsmeinternationalization&psig=AOvVaw2xYKTOVbAJOzdpW4XBiXKT&ust=1565095644138681
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More strategic considerations on building an international network are:
Consider how you are going to sell
To understand what kind of network to establish or where to build on your existing network,
consider how you’re going to approach sales in your next EU market. Are you selling directly
from a website or direct from your shop to large companies in English-speaking markets? If
so, you might be able to rack up sales without an agent or distributor. But if you’re going into
an unknown market with a product that’s also unknown, you’ll probably have to consider a
partnership of some kind, either through agents, local sales people or distributors on the
ground in that country.
When it comes to finding the right person to partner with, ask your entire network for help.
Your newfound partner will become an integral part of your network.
Leverage existing contacts
Even though you may not have formally referred to it as a network, you have one. If you’re a
member of a trade or business association, for example, you have access to many contacts
within that organization. Within a given trade association, look for key connections that are
doing business in the EU market and selling products that are complementary to yours. In this
way you can scale up your way to building your EU network.
3.1.3. How to create your own international networking strategy
Preparing your strategy – are you ready for drafting your international networking strategy?
An important checklist
Before setting up your international networking strategy, please review with your team the
below important questions. Highlighted questions are those that relate specifically to the
context of international networking. Here is another chance for you to realise how important
it is, to a deep strategic level of your business.
-

Why do you seek to export? What is your motivation behind your SME’s
internationalisation plan?
What are the global trends affecting your business and targeted markets?
Do you have a good access to foreign markets?
Is your product ready for export?
Are you aware of trade regulations in the foreign markets you have selected?
Have you drafted your international marketing strategy?
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As you have already guessed it right international networking, relates to all the above critical
questions that you should be asking about your business, before strategically addressing
new international markets.
How international networking relates to these questions
Below we include some further guiding questions and comments that can help you set your
strategy more clearly, while we explain how you can identify the concept of international
networking in the process:
Q: Why do you seek to export? What is your motivation behind your SME’s
internationalisation plan?
In your business’ self-realisation for internationalisation phase, the identification of the pure
reason of addressing an international market is important. Networking, could be one of the
reasons why you suddenly became interested in an international market. Perhaps your
network has urged you towards this direction.
Some more questions you can ask are:
-Why does your corporation absolutely have to enter a European market? Are you hoping to
obtain new customers or would you simply like to boost your sales?
Networking essentials: If the answer is yes, then you will need to expand your international
networking skills!
-Would you like to expand your business or is the export of your products/ services essential
for the survival of your business?
Networking essentials: If the answer is yes, then you need to attend international seminars,
use referrals that operate in your targeted international markets so that they can introduce
you to the new environment!
Q: What are the global trends affecting your business and targeted markets?
Global trends, will be perhaps what will differentiate you from competition because they can
reveal interesting gaps that you and your business can benefit from.
Some more questions you can ask are:
-How do the global trends shape your international business offering?
Networking essentials: A true international network can help you identify global trends more
effectively, so you can modify your value offering in order to correspond to the real market
needs.
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-Are you targeting a growing market?
Networking essentials: Statistics matter, and you never know who might have them in your
network!
Q: Do you have a good access to foreign markets? Are you aware of trade regulations in the
foreign markets you have selected?
Even though you might have the perfect product or the most innovative solution, without a
valid access to foreign markets you cannot really achieve much.
Some more questions you can ask are:
-Are there any culturally conditioned mechanisms in the selected country or countries which
could have an impact on the image of your product/service and, as a result, on your sales
volume?
Networking essentials: Prepare to perform business and create meaningful relationships
taking into consideration the various cultural differences and the way different countries do
business. This will place you a step ahead of competition.
Q: Is your product ready for export?
Trade regulations, international packaging standards, international safety rules and
regulations are some of the many important factors you will need to consider before
considering your product as “ready for export”.
Some more questions you can ask are:
-What regulatory regime applies to product packaging and descriptions in the selected foreign
markets (does the list of ingredients have to contain percentages of specific ingredients, do
product descriptions have to be declared in a specific language?)
-Do product/service descriptions need to include a user manual (in which foreign languages?)
Networking essentials: Hiring or collaborating with an associate to the countries you will
operate, can save you from a lot of trouble.
Q: Have you drafted your international marketing strategy?
Several entry strategies can be used for the promotion and sale of your product/service in the
foreign market. Generally speaking, you can choose between two main strategies:
a) your business can enter the foreign market indirectly
b) your business can also enter the foreign market directly
Some more questions you can ask are:
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-To what extent are you going to have to adapt your promotional materials to the needs of
the foreign market (e.g. new translations, new catalogue and brochure design solutions,
additional sales staff)?
- How are you going to look for customers in the foreign market?
Networking essentials: based on the above two strategies you can search for business
partners or other agents which are paid for their export transaction-related services
(collaboration with foreign agents, specialised in export/import, who are going to find
appropriate customers for your product) or by directly concluding transactions with
customers in the foreign market (direct collaboration with representatives of corporate sales
departments, distributors, wholesalers, end customers).
LOCAL CASE/EXAMPLE
Case study: a positive example of an CY SME which approached networking strategically
Strategic networking is of vital importance when SMEs go through the process of
internationalisation. In response to the growing demands of competitive environment,
SMEs obviously need to form and develop supportive and strategically focused
partnerships and networks aimed not only for their survival, but also for increasing their
competitiveness. Thus, networking emerges to the strategic level of an SME. The below
example case from Cyprus, confirms that business partnerships and networks are
attributed to the strategic aspects of an SME.
NETinfo is a versatile and innovative technology Cypriot SME that has been enabling digital
transformation strategies for banks and financial institutions since 2000. Since the start of
its operation NETinfo embarked on two very important Cyprus government projects,
partnering with a well-established local system integrator, and by the end of 2000, NETinfo
was awarded the first e-banking project by a local bank in Cyprus. Early in 2003, the success
of the first internet banking implementation provided a fertile breeding ground for the
development of a unique range of e-banking applications and related e-banking tools. This
was the signalling factor that NETinfo has to expand its operations in the EU and global
market. NETinfo’s growth goal at the time required the strengthening of its organisational
structure and infrastructure and the investment in further development of its strategic
alliance/partnership program, in order to internationalise successfully.
Moreover, NETinfo had to network and approach networking at a strategy level because it
realised the need to:




Increase the speed of innovation and new product/service development
Accelerate growth (for example, by opening new markets or creating opportunities
to sell to new customer segments)
Rapidly respond to changing market needs
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Access new capabilities or talent

In this strategic journey to network effectively, NETinfo is continuously involved in
participating in trade fairs, exhibiting their unique and innovative solutions, so in this way
they manage to expand their network. Moreover, the CEO and his team travel continuously
to all continents, and using their existing network in order to identify and convert new
leads, that are valuable to the company. The company’s partners abroad host events,
where new leads are invited and get the opportunity to meet the NETinfo executives,
setting the basis for new collaboration. Moreover, the company has managed through
networking to manage its compliance procedures, since through connections they gained
accessed to international compliance practices. Last but not least, through the years,
networking has helped the company to increase its EU and global customers, by
establishing new channel partners that distribute the company’s products in these markets.
Today, NETinfo has 3 distinct categories of partners: a) Strategic Partners, b) Technology
Partners and c) Channel partners. All categories include key connections abroad, which
raise continuously the quality of the company’s operations in the international market.


lesson learnt from the case from a point of view of SME internationalisation

The above real case from
Cyprus
proves
that
networking is so vital in the
efforts of an SME to
internationalise. It is clear that
networking
has
helped
NETinfo to grow not only in
the EU markets, but across all
the
world’s
continents.
Through continuous strategic
networking, the company has
managed to expand to fairly
28 countries at the moment.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Even though we have learned so far, the strategic importance of international networking,
you must still be careful not to be totally reliant on it. Below you can find some more tips
on networking:
- Over-reliance on networks: A good way to balance this out, is through own constant
research on the market parameters you are focusing.
- Cultural differences\language barriers: Remember to focus on the broader cultural
differences and not just business protocols. For instance, if you are exporting, the more
you know about the social and consumer cultures of your target country, the more
effective you can be in marketing your products and shaping demand.
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-

Strong referrals: If you are a newly created SME, finding strong referrals will be indeed
a big challenge for you. This can be tackled by attending as many networking events as
possible, where you can always take the opportunity to present your business and
product offering.
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3.2. Internationalisation of SMEs, a practical pathway
SHORT DESCRIPTION
This submodule is focused on helping you understand the importance to communicate and
the communication differences (face-to-face, verbal and written) between European
countries, interact with others and establish international business networking. These skills
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include personal, interpersonal and intercultural competence and cover all forms of
behaviour that equip individuals to participate in an effective and constructive way in social
and working life. The ability to build a network and utilize networking skills is key for every
SMEs to internationalise. Delving deeper into the world of networking process will ensure
you maximize business opportunities at events, meetings, exhibitions to achieve
international networking goals. Also, learning about social media and networking platforms
will help you to build an international networking.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to:
-

-

Understand the interconnected of the 3 sources of networking of SMEs
Developing International Competence and Cross-cultural communication skills to
build international networking (how to be good listener, presentation skills, email
skills, dress code, international networking skills)
Know the differences to the business etiquette, manners, and communication
between Northern- Southern – Eastern -Western European Countries

3.2.1. Dimensional model of SMEs interantionalisation ( Insitutions – Business Associations –
Personal Relationships) and how SMEs can best utilise it.
The network model of internationalization was developed in the 1980s when it became
evident that most firms used various networks to facilitate their internationalization
activities.
Networks can help businesses gain knowledge on foreign markets, decide WHEN and HOW
to internationalize, access required resources and capabilities and as a result, reduce the
risk and barriers when entering into other markets.
There are three interconnected sources of networking for SMEs internationalisation (Zizah
Che Senik et al, 2011, pp260):
1. Institutions: included
 Ministries
 Government agencies,
 International and national Exhibitions,
 Linkages programs,
 Chambers
 Export portals,
 Competitions
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2. Business Associations: include other SMEs owners, managers of both, large local and
foreign companies, vertical supply- chain relationships, business networks, export
consortia and clusters. Clusters, business networks and export consortia can play an
important role in helping SMEs acquire a more international outlook. SMEs hosted in
clusters and business networks can benefit from:
 contacts,
 business connections,
 formal and informal knowledge, as well as from customized services provided
by cluster and network organisations,
 easier access to global value chains,
 support for expanding their commercial activities abroad (including public
procurement, and tailored professional advice),
3. Personal Relationships: include with relatives, colleagues, friends and other
contacts.
How SMEs can best utilize those three (Institutions, business associations, personal
relationships) interconnected sources of networking?
With 4 Steps:
1. Βy filling the “information gap”: Information gap is still a serious problem for SMEs,
even in the current era of extensive information availability (Kumar 2012). SMEs with
an inability to find information’s (because they do not know where to look) gather
and use export market information show high probabilities of lower export
performance
2. By gaining and practicing Communication Skills
3. By developing international Networking skills
4. Develop International Networking skills and competences for SMEs

Learn more about the main challenges of the internationalization process and how you can
address it through the design of your business model for internationalization. Go to module
“1.2 Business Models for Internationalization”

3.2.2. Developing International Competence and Cross-cultural communication skills
(general rules)
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Networking skills are possibly one of the most important skills for entrepreneurs to develop
a strong network. But first, it is helpful to possess and practice a few interpersonal communication skills:
Good communication skills are the most vital factor in differentiating successful individuals in
business. Everyone knows people that are intelligent but lack the ability to communicate
effectively.
It is especially crucial for managers who commonly spend 80% of the working day in direct
communication with others. that is 48 minutes of each working hour spent at
meetings/meetings on the phone or talking at the workplace. The remaining 20% corresponds
to office work which may also include communication in the form of, for example,
correspondence.
Communication refers to the two-way process whereby a person sends a message to another
person who decodes them, and in turn sends another message and so on.

When communicating within your network you need to account for different types of
communication:




VERBAL COMMUNICATION,
NON-VERBAL COMMUNICATION:
more than 85%, facial expressions, postures and moves, appearance, voice tone, etc.,
TECHNICAL COMMUNICATION CHANNEL:
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Computer languages, road signs, alphabets, mathematical formulas etc..

What the good listener does not do:










Interrupt. Good communication is not possible when people are interrupted before
they are finished.
Contempt. A classic form of contempt is simply not to pay attention.
Use sarcasm. A real communicative killer.
Insults \ Taunts. People who often encounter conflicts resort to this tactic. Personal
attacks raise the level of hostility and increase the likelihood of violence.
Generalize. It is about the generalization of a person's behaviour: "You always do this"
or "you never do that".
Review. Often in a discussion a person assumes arbitrarily the right to decide whether
the others are right or wrong, whether they are good or bad.
Blame. To communicate and solve problems, it is important to get away from the idea
that someone should have the blame. Some facts are necessary, but the interpretation
needs to be made by active listening.
State his opinion as a fact. A few things are more outrageous than listening to
someone stating an opinion as if it were the absolute truth.

What does the good listener do?








Encourages. It shows that he really listens. Clarification. He asked questions to confirm
what the speaker said: for example, "Could you tell me which of these things became
first?"
Recasts. This shows that it listens and helps to control facts and meanings
Reflects. Repeats something that has been said. "You said what M did. Looks like you
really felt humiliated. Right? ".
Summarises. It reiterates the main ideas or themes and sentiments expressed by the
speaker. Basis for the continuation of the dialogue, e.g. "The main problems you have
with this are...".
Validates. It shows appreciation for the efforts of the Speaker. e.g. "I'm really glad
we're talking," "It makes me feel good that you trusted me.
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Three ways to say no:
Preserving your time and energy along with maintaining good relationships with others may
depend on whether you say "no" to requests in one of the following ways:





"No" with a cause. When you don't want to look difficult or uncooperative, say: "I can't
help because..." And then formulate an acceptable cause.
"No" with an alternative. Use this approach for your boss or someone else in a higher
position than you. Example: "I can't promise that I'll finish it by then. But I'm sure I can
do this.
"No" and No and No: when you are sure that someone is trying to manipulate you or
make you feel guilty with repeated requests or aggressive approach.

Professional Presentation and Conduct
Presentation Skills
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Decalogue of effective presentation:
1. Practise your presentation in front of a mirror that can help you to practise your
speech and practise to make eye contact. if you smile and make eye contact, you are
building a connection with your audience, which helps the audience to connect with
you and your subject. It also helps you to feel less nervous, because you are talking to
individuals, not to a great mass of unknown people
2. Remember the 10-20-30 Rule for Slideshows:
 Contain no more than 10 slides
 Last no more than 20 minutes and
 Use a font size of no less than 30 point.
3. Understanding of the natural and human environment. As you prepare the
presentation, you always need to bear in mind what the audience needs and wants to
know, not what you can tell them. Before the presentation it is useful to be informed
about the room equipment (projector, board, Wi-Fi connection)
4. Contribution of all stakeholders, you can make a question or to start a conversation
with your audience. That help audience to pay attention and to remember things
5. Assessment of the satisfaction of the transmitted information. During your
presentation make questions in order to value the transmitted information received
your audience.
6. Communicating about something that helps or has value for a recipient using a story.
Stories help us to pay attention, and also to remember things
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7. Availability of Feedback. After the presentation it is a nice idea to collect feedback
from you audience (Collect anonymous feedback helping your audience to be more
honest in their criticism)
8. Important Information (macro or short term). The feedback information helps you to
become better and better.
9. Good listener - “The most basic and powerful way to connect to another person is to
listen. Just listen. Perhaps the most important thing we ever give each other is our
attention” Dr. Rachel Naomi Remen
10. Related actions after information - Reviewing your presentation
Ask yourself:





Does the presentation meet your objectives?
is it logically structured?
have you targeted the material at the right level for your audience?
is the presentation too long or too short?

Email skills:
Social media has become an important part of our everyday lives. Emails remain the dominant
method of communication in business, but there are some key points to get your email read
and acted upon. Always keep the email short, easy to ready, and focus mainly on the recipient.
It is always a good idea to do a little research into the recipient beforehand, and then tailor
the email to mention shared contacts, interests or specific things they have done that have
made an impression.
Dress code:
The first impression you give someone is always important, you always must remember that
you are your own advertisement.
You only get one chance to make a first impression. The first impression is one of the major
elements on which people will judge you.



The business-the company you work for communicates with the public through you,
through the employees
Your appearance, your manners, your behavior and your professionalism.

The 7 seconds rule
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It only takes 7 seconds to make a first impression
55% based on how you look and act
38% based on the sound and tone of your voice
7% based on what you actually say

When is business professional attire appropriate?





For an interview
If it is the required dress code at work
At networking events and job fairs
When in doubt, ask!

What is appropriate?
 Suit
 A suit carries more impact than any other item
A Person who dresses professionally has a better chance of making a positive Impression than
a person who does not
Which are the Hints for a success dress code??









Clean and polished conservative dress shoes
Well-groomed hairstyle
Cleaned and trimmed fingernails
Minimal cologne or perfume
No visible body piercings beyond conservative ear piercings for women
Well-brushed teeth and fresh breath
No gum, candy, or other objects in your mouth
Minimal jewellery

Why business networking is so important?
After you possessed the communication skills, the networking skills will be required to
succeed in networking internationally.
Networking is probably one of the most important skills for entrepreneurs. For SMEs it is
often truly not about What do you know, but about Who you know, that will allow you to
succeed with your internationalisation Some business networking power players have the
ability to turn ideas to business reality by bringing the right people together or only by calling
the right people.
So, building a beneficial network should be a priority for every entrepreneur. The truth is that
while so many of people struggle with networking skills, it is one skill which you have the
opportunity to practice often.
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International networking skills:
At the beginning of the year, entrepreneurs should organize their networking strategy
following the above steps:
1. Answer questions: Why I want to make this network? What are my expectations for
this network? Who do I want to meet? Who do I want to do business with this year?
At the end of the year, entrepreneurs can make a stocktaking of the year.
2. Search information for networking events, international exhibitions, B2B portals, etc.
to organize a suitable network for you.
You can find below some indicative links to start your search:
General Search engines:




www.google.com
Finance.yahoo.com
www.yandex.com

Business list:



www.kompass.com
www.hoovers.com

B2B portal:



Tradekey.com
www.export.gov

International exhibitions:






www.auma.de
www.tsnn.com
www.ufi.org
https://10times.com/
www.eventseye.com

3. Make a plan for who you want to meet and in what event. At the end of the year,
entrepreneurs can make a stocktaking of the year.
But first, it is helpful to search for information about each country and to learn about the
cultural diversity of European countries. The most vital factor for successful international
networking is the knowledge of the International business etiquette, manners, and cross132

cultural communication. As global business continues to expand and bring everyone closer,
the critical element of a successful business outcome may be the appreciation and respect for
regional, country, and cultural differences - known as cultural diversity and requiring good
intercultural communication
Country information:








www.doingbusiness.org
http://www.eiu.com/home.aspx
www.cia.gov
https://marketfinder.thinkwithgoogle.com/intl/en_cee/
https://www.countryreports.org/
https://www.bbc.co.uk/news
https://www.infoquick.ro/verificare-firme/eusa-srl-19209475

Also some extra information about the countries (statistics reports, legal framework include
a country's constitution, legislation, policy, regulations, and contracts):
Legal framework:







www.hg.org/govt.html
www.businesslink.gov.uk
www.cemarking.net
https://www.export.gov/Logistics-10
www.lawnet.net
www.unidtroit.org/english/principles

Statistics reports:




http://epp.eurostat.ec.europa.eu/newxtweb/
https://www.nationmaster.com/
https://ec.europa.eu/eurostat/home?

Tips to follow in networking event:
However, people (entrepreneurs) feel uncomfortable at networking events mostly not
because they do not have communication skills, but because they attend a social event
without knowing anybody.
Some tips to follow in those networking events in order to feel comfortable and to create
strong networking with the right people.
1. Check out the participation list in advance
If the attendee's list is available (e.g. available on the door), plan who you would like
to speak to and what to say.
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2. Use business cards
Bringing your business cards or you can use your professional virtual profiles ( Linkedin
profiles) can be an excellent way to develop a business network. Be careful!! Not only
give out your card or professional virtual profile but also ask for one in return.
3. First impression is one of the major elements on which people will judge you.
(pay attention to your appearance)
4. Prepare a brief “elevator speech, 30-60 seconds” introduce yourself. This elevator
speech is all about you: who you are, what you do. Your elevator pitch is a way to
share your expertise and credentials quickly and effectively with people who don't
know you. An elevator speech is a great way to introduce yourself at networking
events and mixers. Make what you say and yourself memorable. Find something that
makes you stand out from the crowd. Make your message clear, focused on a specific
target, and stories about solutions that your business has given (it sounds more
interesting). Why only 30-60 seconds speech?
Because people pass judgments on others very quickly, it is important to present
yourself in a few sentences, and always with passion and personality. Less is more,
focus on being interesting and do not waste your time by being too brief.
5. Avoid speaking only with people you already know. Make an effort to spend time with
new people.
6. Focus on what you can offer to others, not what they can do for you
7. Avoid hard selling, after all, you need to sell something to someone not anything to
anyone. Ask questions about what other people do.
8. Do not monopolize people’s time. Remember that everybody is there for the same
reason as you, to network!
9. When you leave a conversation ask for their permission to contact them and suggest
a goal for the meeting.
10. Follow up a few days after the event by sending a brief note indicating how much you
enjoyed meeting him/her (if the business card contains an email). The most important
value is in the long term relationships you build and the mutual benefit that can only
be encouraged by follow up post event.
Of course, the face to face meetings have a vital power, but an entrepreneur must get also
busy on social media. A mix between the two is the key of success. LinkedIn and Facebook are
important networking tools and here are some examples which can anyone network with
other people:
Twitter (fifth in the global rankings are the UK, follows Spain, Netherlands, Sweden While Italy
and Germany is in the last position), LinkedIn (first in the global ranking is the Netherlands,
follows in the fourth, fifth and sixth position Ireland, New Zealand and Denmark While Poland
is in the last position), Tuenti (Spain), Xing (Germany), Horsesmouth, Cambridge Network,
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Dreamstake, Capital enterprise, Global Social Entrepreneurship network, Entrepreneur
organization.

Figure 1https://www.smartinsights.com/social-media-marketing/social-media-strategy/new-global-social-media-research/

Between 2013 and 2017, EU enterprises using social media for marketing purposes
increased from 22 % to 40 %, for communicating with customers increased from 15 % to
27 % and for recruiting employees increased from 9 % to 23 %.
Business networking isn’t a one-off. The key is to practice interpersonal skills and networking
skills, to select the right networking opportunities and to search for good opportunities for
networking. But you can only do this if you persevere and go along to events that provide the
opportunity for you to network with like-minded people in environments where
opportunities can be uncovered. This is one of the crucial competencies of the SMEs for
international networking.
3.2.3. Cultural diversity in Europe Business Communication differences between
European countries in practice
Communication is an important aspect of a business, and when dealing with people from
different countries, the differences between face-to-face, verbal and written communications
need to be recognized.
Ignorance of those communication differences can result in a barrier that may delay the
communication process and have a damaging effect on the success to establish a business
networking and to your business activities.
For example:
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People from different cultural backgrounds have met in a Food Fair:
The Englishman producer gets uncomfortable when an Italian client stands too close to him.
Also, a German customer looks everyone minute his watch, complaining that the Greece
producer is 10 minutes late for their meeting
The cultural differences between European countries that will be discussed are the most daily
business transactions and situations. However, keep in mind that these are general findings.
We are going to see some country examples from Northern – Southern – Eastern – Western
Europe.
Northern Europe

Country
Population
Time zone
Language
Taboos
Don't
Don't
Do
Punctuality
Arrive
Late
Late
Late
Internet
Penetration

Northern Europe
United Kingdom
Swedish
63 million
9 million
-1 Central European Time
Central European Time
English
Swedish
Hug Strangers
Kiss Strangers
Shake their hands

be confrontational
use sexist or racial humor
be down to earth and honest

Arrive on time
5 mins- is ok
10 mins - Call to say will be late
15mins - Reschedule the meetings

Arrive on time
5mins late - is ok
10 mins- Call to say will be late
15mins - Reschedule the meetings

89,8% use the internet

95%

All six countries (Denmark, Finland, Ireland, Iceland, Sweden, UK) speak very good English but
the Scandinavian countries prefer to speak their own language in daily life.
There are differences in the ways to negotiate, in the ways to communicate in meetings and
respect of hierarchy:
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Swedes

UK

Irish

• -usually used informal
way to communicate
• they prefer the
democratic dialog in
the negotiation phase
• the communication
style is open and direct

• they follow the protocol
during the
communication in
meetings
• is difficult to read them
because they do not
want to offend the
others with
disagreements (this
impact negative the
business negotiations
or the final result
because it is difficult to
detect the
disagreements )

• is difficult to read them
because they do not
want to offend the
others with
disagreements (this
impact negative the
business negotiations
or the final result
because it is difficult to
detect the
disagreements )

Extra info:







The percentage of the people who are using the internet and internet technologies is
the highest in Europe. Facebook is one of the main common social networks for these
countries- usually used for personal purposes.
Punctuality is regarded as a sign of reliability and arriving on time is expected.
The population of all these countries are under 10 million except UK with over 63
million population.
Only Finland and Ireland have Euro as their currency
Southern Europe

Country
Population
Time zone
Language
Taboos
Don't

Southern Europe
Cyprus
800 thousands
+1 Central
European Time
Greek
refuse When
offered coffee or
refreshments

Greece
11 million
+1 Central
European Time
Greek
discuss politics
and religion

Portugal
10 million
-1 Central
European Time
Portuguese
ask about a
person's
background or
age

Spain
47 million
Central
European Time
Spanish
do
backslapping
and hugging
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criticize Greece or
Greek people

Arrive on time
10 mins - is ok

discuss Greek
history
punctuality is not
paramount
10 mins - is ok

15mins - Call to say
will be late
45mins Reschedule the
meetings

15mins - Call to
say will be late
45mins Reschedule the
meetings

discuss
personal issues
emphasise
trust and
honesty
it is common
to be late
20 mins - is ok
30mins - Call
20mins - Call to to say will be
say will be late late
30mins 40mins Reschedule the Reschedule
meetings
the meetings

65%

60%

62%

Don't
Do
Punctuality
Arrive
Late
Late
Late
Internet
Penetration

respect the elderly

exaggerate
your gestures
give a gift to
customers and
partners
it is common
to be late
10 mins - is ok

72%

Although the Southern European countries has a fascinating blend of cultures. They have
many common aspects in the way of people communicate and do business. The majority of
the business are SMEs, family oriented and have traditional and hierarchical structure o
personal networks can help to open doors and foster connections with the right people. It is
very crucial for business deal to being trustworthy, loyal and respect their traditions.
Although the adoption of internet technologies and internet penetration amongst these
countries is not very high but the people understand the value of use social media to business,
but SMEs are not fully understanding its potential as a communication strategy. Facebook is
by far the most well-known social media platform and is commonly used both for private and
professional purposes.
Referring to my previous argument that the countries in this region share many similarities
when it comes to communication and appropriate business etiquette, there are also some
differences:
Southern European
countries

Punctuality

Spain, Italy, Greece

being late is usually not
considered impolite

Non-verbal communication.
The use of gestures is
common in all of these
countries.

138

Croatia, Malta, Slovenia,
FYROM and Turkey

It is very important for them the
punctuality, especially in the
business meetings and expect
from others partners to do the
same.

Greece, Cyprus and
Turkey

avoid making the ‘”OK’” sign
with your hand or pointing at
someone with your finger.

Easter Europe
Country
Population
Time zone
Language
Taboos
Don't
Don't

Do
Punctuality
Arrive
Late
Late

Late

Eastern Europe
Bulgaria
7 million
+1 Central
European
Time
Bulgarian

Lithuania
3 million
+1 Central
European
Time
Lithuanian

Hungary
10 million
Central
European
Time
Hungarian

Poland
38 million
Central
European
Time
Polish

Romania
21 million
+1 Central
European
Time
Romanian
use first
nod your
discuss
shake hands name at
head to say
criticize the
business
in the
initial
yes
country
during dinner doorway
meetings
discuss
give an even talk about
say "Ciao" as
personal
say "cheers'
number of
romas and
"Hello"
issues
when toasting flowers
gipsies
shake hands
"consider"
shake hands
when you
Hungary as
with
meet people
part of
everyone
respect
for the first
shake hands
Central
after
formal
time
firmly
Europe
meeting
hierarchy
Arrive 5-10
Arrive on time
Arrive on
minutes
is important
Arrive on time Arrive on time time
erlier
5mins late - is 5mins late - is 5mins late - is 5mins late - 10mins late ok
ok
ok
is ok
is ok
10 mins - Call 10 mins - Call 10 mins - Call 10 mins 15 mins - Call
to say will be to say will be to say will be Call to say
to say will be
late
late
late
will be late
late
20mins 20mins 20mins 15mins Reschedule 30mins Reschedule
Reschedule
Reschedule
the
Reschedule
the meetings the meetings the meetings meetings
the meetings
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Internet
Penetration

53%

68%

73%

63%

50%

The communication and negotiation style are very similar and based on hierarchical system.
Likewise







Taboos in business communication,
Punctuality - sign of reliability (until 15 minutes late is acceptable)
dress code
scheduling a meeting
Attitude to business meetings,
how to set up a meeting and greeting people at meetings

The percentage of use internet and internet technology is not yet comparable to that of
Western and Northern Europe but SMEs trying to use it in their communication strategy.
Facebook is the most popular social networking site across all Eastern European countries.
Although the communication and negotiation style are very similar and based on hierarchical
system, identifying some differences from country to country:
Eastern European
Countries

Negotiation skills

Czechs

are generally non-confrontational

Slovak

Are more direct and straight with their opinion
-prefer a good presentation and a longer negotiation phase

Czechs

- prefer a good presentation and a longer negotiation phase

Pole

-Are more direct and straight with their opinion
-shake hands at the doorway is a taboo ( not for other countries)
-are more formal and written detail oriented

Estonians

-are more formal
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Western Europe

Country
Population
Time zone
Language
Taboos
Don't
Don't
Do
Punctuality
Arrive
Late
Late
Late
Internet
Penetration

Western Europe
France
65 million
Central European Time
French
Start a conversation in
English
Shake hands if you are
exchanging "la bise"
attempt to speak French

Germany
82 million
Central European Time
German
be emotional in meetings
ignore hierarchy and personal titles
be formal

Strive to be punctual
10mins late - is ok
20 mins - Call to say will be
late
30mins - Reschedule the
meetings

Arrive 10 minutes early
Only on time is ok

82%

84%

5 mins- Call to say will be late
15mins - Reschedule the meetings

About business etiquette, these countries tend to favor formal arrangements where
documentation and formalities are preferred over personal relationships in business.
Punctuality in Western European countries tends to be valued.
The most common social media network used for private purposes is Facebook.
However, there are some differences in business culture
Western European
Countries

Titles

Austria, France, Germany
and Luxembourg

-to address someone you have to use the
complete title with his/her last name

Belgium and the Netherland Only the name
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Important tips for communicating successfully with people from different cultures. Things to
remember to ensure you embrace cultural diversity and communicate with cultural
awareness. We are going to see one country example from Northern – Southern – Eastern –
Western Europe.

UK

Face to face
communication
Handshake for the 1st
meeting but not for the
next ones.
People tend to be more
friendly outside of London

Spain

shake hands at every
business meeting.
Usually men use a twohanded shake After a good
relationship - may embrace
and pat each other on the
shoulder. Women may kiss
each other on both cheeks,
starting with the left.

Hungary

it is important to maintain
eye contact in every
converstation
You should maintain a
medium interpersonal
distance of about a hand
between you and them,
any more may be taken as
a lack of respect

Personal Title
Keep it formal.
Make us the
professional,
academic,
honorary and
hereditary
titles
Spanish
people usually
have two
surnames
(father’s first
surname and
mother’s
username)
You have to
use both

The right way
to address a
Hungarian
man or
woman is ‘Mr’
/ Miss / Ms
followed by
the family
name.

Germany First impressions are crucial Titles are very
to Germans, and may
important to
influence business
Germans
negotiations or the final
result.

Punctuality

Business dress
code
-Arrive on time classical
or just before. conservative
The time for
clothes
them are very -with preference
important.
to black, blue
and grey colors
Spanish people
have another
perception of
time
compared of
other western
European
nations, to be
late is usually
not considered
impolite and
deadlines are
not binding.
If possible, try
to arrive about
ten minutes
before your
scheduled
meeting time.
However, to
be a “little bit
late” is not a
problem if you
are a foreign
partner.
Do not turn up
late for an
appointment
or when
meeting

For Spanish
people the
appearance are
sign of
professional
achievement
and relative
social standing

Prefer classic
traditional attire.
Any formal
business clothes
are acceptable
but in SMEs
prefer to wear
casual business
clothes

Appearance is
very vital to
Germans,
particularly in
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There are a number of
verbal and non-verbal
communication issues
Nonverbal communication
-. At least an arm’s length
distance between persons
-Eye contact is respected
for a few seconds
Verbal communication

people.
Germans are
extremely
punctual, and
even a few
minutes delay
can offend.

-Do not call people at home
after 10 p.m. unless you
have asked them first if it is
all right to do so.
-Do not expect to reach
anyone in the office after 5
p.m.

business
meetings.
German men
and woman
prefer
traditional
attireconservatively,
specific dark
colors (black ,
blue)

In
Northern Europeans are not hard-core negotiators in contrast of Western
summary European. There are a lot of competitive elements in Western European
education
Generally, knowing and understanding the different cultural aspects of business etiquette is
of paramount importance in helping to build international networking across Europe. Of
course, it is very difficult to remember the cultural diversities of each country, so it is very
useful to use these 4 tips when you interact with somebody who has a different cultural
background than you.
Use your observation skills
I.
II.
III.

observe how he/she behave
observe the body language
observe how he/she interact in the conversation with you

Then try to mirror and match the body language
2. Appreciate and respect the differences
Northern European countries communicate giving facts
Italian people communicate sharing a lot of emotions
3. Do not assume that because a person is from a country that he/she represents these
behaviors.
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4. Be patient during a conversation because the people with different cultural background
communicate differently

LOCAL CASE/EXAMPLE
TASTING CRETE
The sources of networking for SMEs are of vital importance for SMEs to go international.
Furthermore, every SME needs to be aware of the cultural diversity and laws in each
country to prevent any barriers of internationalization.
The company named TASTING CRETE creates experiences that feature Cretan Food, Diet,
and Cuisine based on the food traditions and histories of the people of Crete. Giorgos
Maltezaki is the owner and he has spent most of his professional life trying to develop food
tourism on the island of Crete and more specifically in the region of Heraklion. . Most of his
work is focused on the ways we communicate through food. He is a firm believer that the
emotions created around a table, ignited by flavors and aromas that characterize a cultural
setting, create unique and unforgettable experiences, while at the same time they serve as
a means of communicating cultures.
In this journey of internationalization, Giorgos used mostly his personal contacts. He shared
with us one story as example of cultural and laws diversity from country to country. “A
customer requested from us to send him Cretan wine at his home in Paris, without
discussing precisely the quantity and the package he needed. Without asking further
details, we thought that we could send the same package and quantity without limitation
as inside our border in Greece. To our great surprise, the French, trying to protect local
wine, have imposed very high tariffs and do not allow B to C wine to be transported in large
quantities, except as a gift and for very small amounts (3 bottles at a time). The result was
losing the customer because of the misunderstanding and excellent wine been wasted.
May not be a typical example of communication differences, but it is an example of cultural
differences. We have a small business in Greece trying to do more by promoting products
abroad, while on the other we have a country trying to protect its domestic products makes
importing more difficult”.
Lesson learnt from the case from a point of view of SME internationalization:
You can never be adequately prepared for everything when dealing with people, mainly
those who have grown up in different cultural contexts. But this should not scare you, but
instead, try to find solutions to the problems that will arise and to seek to learn the cultural
diversity of the country you are interested. Also, you should not be afraid to ask other SMEs
who are already international to guide you in which direction you can go. Of course, not
only people but institutions, ministries, competitions, export portal, Business Associations,
other businesses can help you in that.
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Module 4. e-Commerce
by Joanna Bać, Danmar Computers
4.1. Security measures in e-commerce
SHORT DESCRIPTION
Security measures are fundamental for any activity undertaken online, especially important
in terms of e-commerce. Why is this so? With the implementation of effective security
measures you will be guaranteeing not only the safety of your clients, but also your business
and yourself.
Apart from protecting sensitive data, safe browsing or secured payment (which are just a
few examples), when considering SME internationalisation, you may be required to
introduce additional security measures based on the rules and conditions of the markets
you are targeting.
In this sub-module you will find out which security measures are a must, which ones your
customers are expecting, why you should invest in your e-security and how all these
measures will impact SME internationalisation with the use of online strategies.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
- to provide security measures that will facilitate safe and secure online activities,
protecting your business and your clientele;
- to identify the requirements for protecting sensitive data;
- to create strategies on how to use the Internet as an efficient and safe channel.

4.1.1. Security considerations in terms of online activities
E-commerce is a specific online environment requiring specific skills from its managers.
E-commerce can be a channel supporting regular activities performed by your business or the
main channel of sales. In both cases you must be aware of the common features and
principles behind e-commerce. Start from securing, protecting and introducing regular
measures for a safe business site.
Security measures should be undertaken regardless the business sector, whether you are
managing in-store or online sale, and in case of both, domestic and international sale.
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Source: https://pixabay.com/photos/gdpr-agreement-privacy-3518253/

Why should this be an obligation, not a recommendation?
With the implementation of effective security measures, you will be guaranteeing not only
the safety of your clients, but also your own business’s or your self’s.
With online measures it is however trickier, since experiencing any complaints,
misunderstandings, errors or faults, you will only be relying on the mechanisms-controlled
computer-wise, which will impact the relationship with customers and your reliability. It is
less worries, if these are detected and it is possible to react before any damage is done. But
trouble comes when you are attacked without knowing about this. Then it is too late. You can
introduce new measures, but even if they will be effective from that very moment, you are
exposing to risk any previously stored data. This is why the implementation of security
measures is a necessity, but also regular and precise control over them, regular updates of
software and browsers, the basic security measures of online users.
When thinking about online safety, consumers usually identify it with payments online. They
are not mistaken, but there is more behind it. Safety in e-commerce also includes:





The ability to confirm both who the seller and buyer is.
Encrypted (coded) transmission of data between the consumer and the seller,
especially credit card details.
Securing the server from unauthorized persons accessing the customer’s data without
their consent.
Securing the server from third party attacks, both from outside (the Internet) or from
inside (the LAN's).
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Source: https://pixabay.com/photos/safety-encryption-ssl-world-2890768/

Consider the fact that you are at the stage of setting up a business and are planning to sell
online. This is a critical moment for your business. Therefore, it will be especially essential to
thoroughly secure your online presence from the first online activity. The website
performance, data storage, shipment procedures, currency exchange, tax or custom
obligations, and payment options you offer are all closely related with guaranteeing secure
online activities. These must be supported by anti-fraud solutions, security seals and SSL
certificates. Let’s now concentrate on some of these security measures.
Website performance, including SSL certificates and security seals
The first important thing is documenting that your e-commerce site is protected. Start by
acquiring a SSL certificate. An SSL Certificate links the domain name, server name or
hostname with and organizational identity (i.e. company name) and its location. It is
implemented in order to secure connections from a web server to a browser, in specific to
secure credit card transactions, data transfer, logins and social media browsing.
Choose from the recommended sites to compare and purchase an SSL Certificate:
- TRUSTe: http://www.truste.com/
- Norton: http://www.symantec.com/verisign/ssl-certificates
- Thawte trust mark: https://www.thawte.com/ssl/
- Trustwave: https://ssl.trustwave.com/buy-ssl-certificate
- Comodo: http://ssl.comodo.com/
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An e-commerce that has a SSL certificate will have a padlock or green bar next to the HTTPS
protocol on the address bar, previously http (‘s’ in https stands for secure).

Source: https://pixabay.com/illustrations/https-web-page-internet-security-3344700/

At this point work on the e-commerce site privacy policy. In line with the GDPR legislation,
your e-shop is obliged to inform customers why you need them to provide specific data. With
the availability of a privacy policy for consumers to consult at any time, you are ensuring that
the website is safe and that you are complying with the legislation. Return policies, safe
shipment procedures, and ensuring delivery on time are also key security measures that
customers are looking for.

Source: https://pixabay.com/photos/handshake-hands-laptop-monitor-3382503/

Another important measure is providing your customers with contact details. This
information does not necessarily provide protection, but gives an indication how to reach the
e-shop in case of any questions on own security or e.g. questions on how the consumer’s data
is being stored. A contact form is not enough. An e-shop should display the full company
name, its email address, address (physical location or warehouse) and if applicable a phone
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number or other forms of contact (social media, VoIP) for the customer to reach you in case
of any doubts, but also bank or transaction details. The more information you share, the more
liable you will be in the eyes of your customers, increasing their sense of protection and
impacting your conversion.

Source: https://pixabay.com/illustrations/contact-details-smartphone-business-3381225/

The next thing are trust seals, which are an example of security seals, documenting the
adherence of your e-shop to a privacy policy, when the last security scan was conducted (i.e.
for malware or viruses) and if your website is safe. A trust seal will show to your customers
that you are using additional security measures to protect their safety, including their data
and privacy.
There are two types of seals:



Server verification.
Site verification.

The first will scan the hosting server for the elimination of dangers.
The second will protect users from inserting undesired scripts into viewed pages (cross site
scripting) and tampering user data, which may void transactions or the destruction of data
(SQL injection).
Choose from the recommended site to purchase a trust seals (e.g. Norton Secured Seal:
(https://www.websecurity.symantec.com/install-norton-secured-seal).
An e-commerce that has a trust seal will have a badge or ‘secured’ / ‘verified’ message (e.g.
Norton Secured) on its page, but also in many cases on the address bar, and its legitimacy can
be checked by clicking on this icon to go to the page that verifies the authenticity of that seal.
Another indication that the site is secured is the ‘protector’s’ green name in the browser’s
address bar.
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Source: https://pixabay.com/vectors/template-layout-website-blog-1599665/

Secure payments, including currency exchange
Payment is the most sensitive area for consumers, so when offering your customers to make
online payments, make sure you convince them that the offered payment methods are
secure. Keeping your consumers informed will increase their certainty in the safety of the
service you are providing. For example, not all consumers are aware that entering credit card
or debit card information is done through an encrypted page, therefore the
e-shop does not have access to sensitive data (in this case, card number). Explaining the
payment process is a step to earning their trust. Another example is the PCI DSS Certification
(Payment Card Industry Data Security Standard), a security measure that has been created to
increase the level of security for card users and decrease credit card fraud, which your
consumers will be glad to hear about.
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Source: https://pixabay.com/photos/e-commerce-safety-payments-online-3228418/

When it comes to currency exchange, consumers will usually want to pay in their local
currency. The only other instance may be when the payment in the foreigner currency will be
cheaper. If your e-shop is selling to selected locations you can display the price in the
customers’ local currency. If you are only targeting a single market, then this will be easier.
Your customers want to know the exchange rate and many of them decide to pay in the local
currency due to the fact that it determines their country’s level of trade. International
currencies and the exchange rates will influence the decision to place an order for some
consumers.
Some additional safety precautions in terms of e-commerce
Any of the above mentioned security measures (or information about them) must be provided
in your customer’s language. You should also be aware that depending on the country,
different security measures may be required. If you are lacking a security measure that your
customer is looking for, but which is a basic measure demonstrating the compliance of
websites to protecting users safety and personal data, you will lose the trust and most likely
the customer from that specific country. Especially, if you have customers visiting your site
that have basic knowledge or skills on online security, privacy policies or information on the
adherence to the principle of confidentiality of information should be clearly displayed and
available in the customers’ languages.
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Source: https://pixabay.com/illustrations/business-security-cyber-privacy-4107604/

For the safety of your customers and your e-shop, these are some online activities that you
should be able to recognize and immediately eliminate since they are signs of cyberattacks.









Defacements. This means replacing a site’s content with their name, logo, and/or
ideological imagery. The result is that your site is cyberattacked.
Suspicious pop ups. This means fake messages that appear on the screen, usually
clickable. The result is accidentally downloading malware and infecting your
website/computer.
Malvertising. This means malware advertising campaigns to spread malware and
infect webpages. These advertisements are characterised by poor quality (spelling
mistakes, incorrect product, etc.), so they should be easier to detect.
Phishing kits. This means false websites imitating real sites that are intended to trick
users. Although they may look very similar to their real versions, these websites are
also characterised by poor quality (spelling mistakes, incorrect product, etc.), so they
should be easy to detect.
Malicious redirects. This means the redirection to an infected site and can be
identified when you enter one URL and are redirected to another site.

Due to the fact that e-commerce is providing both consumers and SMEs with more
opportunities and ways to benefit from it, the safety aspect becomes even more important
with the increasing number of activities available online.
Some of these advantages from the SME perspective include:




Additional ways of product/offer presentation
No boundaries in targeting audience, the number and market segments
Improvement of communication with the customer
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Storing customer online behaviour and order history
Easier customer authentication
Possibility to release e-campaigns and announcements on new product releases
Possibility to offer various ways of payment, different ones depending on the
customer’s location and preferences
Implementation of additional security measures
Easier to react to market trends and market niche

Some of these advantages from the consumer’s perspective include:






Availability 24/7 to browse, order, contact
Ease of checking and verifying the e-shop
Provides information about the time of delivery, carrier and tracking code
Stores all store policies in one place
Flexible mode for shopping

Source: https://pixabay.com/illustrations/ecommerce-online-shopping-e-commerce-1992281/

4.1.2. Data protection and online consumer rights
Consumers are being more careful with sharing information online. In light with the current
regulations, personal data collection is governed by the consumer’s consent that they agree
their data is collected and stored. Therefore, you must explain to your customers why you are
asking for their data and that you are responsible for protecting it.
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Protection of personal and sensitive data is obligatory, as well as the distinction between
them, as different levels of protection may be required. Personal data, apart from names,
addresses or bank account details, are Cookies and IP addresses, and biometric data will be
classified as sensitive data. In respect of the GDPR regulation, the processing of personal or
sensitive data is prohibited unless agreed otherwise by the consumer. This implies the need
to carefully secure any data you will be requiring from e-shoppers, e.g. for setting up an
account, signing up for e-newsletters or in the payment process. Shoppers must understand
that you (the retailer) needs this data, why and for what purposes you are storing their data.
Not all consumers will understand this at once and may not be considering that you are
protecting your own data as well.

Source: https://pixabay.com/illustrations/gdpr-privacy-europe-eu-authority-3518254/

The General Data Protection Regulation (GDPR), of 14 April 2016, adopted on 25 May 2018,
was designed to protect EU citizens. The regulation introduces limitations to both data
collection and data use, explains data protection and data privacy, and limits data use without
customer alienation. Digitalisation makes it easier to collect data, but with the introduction
of GDPR the amount of collected data significantly drops. On the one hand it is the consumers
that are more reluctant to provide their data, on the other hand it is the businesses that are
starting to understand that they do not need to collect so much data. By collecting only the
data that is relevant, you are demonstrating to your customers that you are only requiring
that data necessary to, e.g. finalize a transaction, not taking advantage of their data but taking
care of their privacy and protecting their data.
In e-commerce data collection and data storage is not necessary for the purpose of
completing an order. It can be for the purpose of tracking/analysing consumer’s online
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behaviour or their subscription to an e-newsletter. However, whichever the case, the
consumer must confirm they agree for the website/e-commerce to collect their data, which
applies under the GDPR.
The Digital Single Market Strategy of the EU (launched in May 2015) is among others for the
protection of customers’ rights online, thus affecting the rules behind e-commerce. This is an
ongoing process, hence important steps have already been made to guarantee consumers’
online activities. Your SME, present in the digital online space, is obliged to act in compliance
with these rules. If your e-commerce will be demonstrating pro-activity, then you will be
building trust and honesty of your brand.
The new rules and main postulates of the Digital Single Market Strategy are, among others,
aimed at:
1.
2.
3.
4.
5.

Payment services.
New cross-border parcel delivery services.
Banning geoblocking.
Additional consumer protection rules (into force in 2020).
New VAT rules for online sales of goods and services (into force in 2021).

The purpose of the Regulation (EU) 2015/2366, namely the Payment Services Directive, is to
increase consumer rights, guarantee safe and faster payments, describe refund rights, give
clear information on payment methods and promote mobile payments. It is for the benefit of
both the consumer and the trader.
Parcel delivery providers are required to provide pricing information to make cross-border
parcel delivery services clear and understandable to both consumers and the national
regulatory authorities. In other words, they are obliged to provide the list of tariffs for the
delivery of single-piece postal items, which will make it easier and cheaper to send a parcel in
the EU. The Regulation (EU) 2018/1263 of 22 May 2018, adopted on 20 September 2018, is
the answer to high prices and inconveniences of cross-border parcel delivery, which was
proved to be almost five times higher than domestic parcel delivery prices by country.
Geoblocking is an example of a geographically-based restriction, when online shopping is
limited, thus blocking the consumer’s choice of benefiting from e-commerce. In other words
a country that is geoblocked means that its people cannot buy outside of their country of
residence, on the basis of their nationality. The limitation effects not only consumers,
businesses, but also economies. The situation can be demonstrated in a few examples:



blocking access to websites;
blocking the process of completing an online transaction;
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blocking the possibility of downloading content when accessing a website from abroad
(although you have access to this same website and can download the same content
when at your initial place of residence);
blocking the shipment of a parcel across borders;
pricing higher or exposing to the fulfilment of additional conditions only due to
different nationality, country of residence or location of the customer – the last,
especially, could even be treated as an infringement to the right of equal treatment
and example of discrimination based on nationality.

The Regulation 2018/302 of 28 February 2018, adopted on 3 December 2018, puts an end to
geoblocking, facilitating the ease of e-commerce activities and increasing the sales within the
EU.
This regulation also lists three situations in which there is no exception for geoblocking:
1. The sale of goods without physical delivery.
2. The sale of electronically supplied services.
3. The sale of services provided in a specific physical location.
In relations to e-commerce, as an example in the first case can be the instance of a foreigner
finding a desired piece of furniture on an e-commerce based in Italy. This foreigner will be
entitled to make a purchase and with the instructions collect the piece of furniture from the
shop himself or by a carrier to deliver to the customer’s location.

Source: https://pixabay.com/photos/network-earth-block-chain-globe-3607641/

In January 2020, new revised rules for protecting online consumer rights will enter into force,
which will enable the removal of sites or social media accounts where scams have been
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identified, as well as trace the identity of a rogue online trader by requesting this information
from the proper Internet service provider or bank. Although this regulation is not in force yet,
it is closely linked to another directive from 2015 of the European Commission on contracts
for the supply of digital content and digital services, and a directive on contracts for the sale
of goods. The aim of these mentioned is to ensure a high level of consumer and trader
protection in terms of online transactions.
Moreover, consumers have received additional protection in April 2018 by the postulates of
a New Deal for Consumers which obliges online market places to inform consumers if they
are buying from a trader or an individual, if their search result is pre-paid by a trader and
under what conditions, as well as providing consumers 14 days to cancel a digital service
purchase contract.
In January 2021, new VAT rules for online sales of goods and services will enter into force,
which will simplify VAT rules for the sales of goods online, also combating tax fraud.
LOCAL CASE/EXAMPLE
Banning geoblocking case
Geoblocking is not a new phenomenon, since it already functioned in relation to the
distribution of DVDs and Blu-ray discs. However, it was only as a result of the development
of Internet commerce that geo-blocking became widespread. Along with the expansion of
the e-commerce industry, online sellers began to massively apply practices consisting of
blocking or limiting access to their websites to customers outside the specific country or
region to which they directed their products or services, or automatically redirecting
customers to the language version of the store maintained for country or region of the
consumer's stay, which was usually associated with offering the customer a different
product and price offer - often of worse conditions. On the example of an e-commerce from
Poland, find out about a geoblocking instance.
A manufacturer (supplier) of electronic equipment supplier from Eastern Poland had
obliged (in the distribution contract) an entrepreneur running an online store to limit the
active sale of his products (i.e. performing advertising, promotional activities, etc.) to the
territory of Poland. A customer from Germany that wanted to buy a specific electronic
equipment in a Polish store goes to a Polish e-shop, despite the fact that there is a German
version of the same manufacturer's website in Germany, limiting its active sales to Germany
(but offering higher prices). The Polish store had no right to refuse to sell to a customer
from Germany in this situation. A similar agreement between the producer and the
distributor was in fact recognized by the European Commission as a restrictive agreement.
On July 24, 2018, the Commission issued four separate decisions in which it punished Asus,
Denon & Marantz, Philips and Pioneer with electronic fines. They concerned the producers'
behaviour according to the following scheme. The manufacturer imposed fixed or minimum
resale prices on its online retailers for its consumer electronics products. The
manufacturer's goal was to maintain different resale prices for the equipment in different
countries. This had the nature of commercial pressure and limited the ability of sellers to
set their own retail prices and make cross-border sales to customers in other EU countries
158

than indicated by the manufacturer. Manufacturers used retaliatory measures in the form
of, for example, blocking supplies against sellers who did not comply with the prices
demanded by producers.
 lesson learnt from the case from a point of view of SME internationalisation
The provisions on the prohibition of geo-blocking applies to all EU Member States, without
the need for their separate implementation. Therefore, from December 3, 2018, every
entrepreneur whose activity has been covered by the Regulation is obliged to comply with
regulations prohibiting geo-blocking and other forms of discrimination against clients on
the basis of their nationality, place of residence or place of business. This for instance
means that is against the law for e-commerce SMEs to increase the price of goods based
on the fact that the GDP is higher in the consumer’s country in comparison to the retailer’s.
Case study source: Polish Agency for Enterprise Development:
https://www.parp.gov.pl/component/content/article/56981:o-zakazie-geoblokowania-czesc-i

Poor online security of personal and sensitive data case
The GDPR has been in force since May 25, 2018. The website of the Office for Personal
Data Protection provides examples of personal data breaches. On the example of an
online business from Poland, find out about the violation of personal data in practice.
Due to online presence, the business (administrator) collects user data, essentially for the
purposes of launching e-marketing campaigns. The administrator's IT system was infected
with malware. After conducting the initial analysis, the administrator concluded that there
was a temporary loss of access to data, however, due to the fact that the administrator had
an electronic security system protecting against data leakage, the risk of violation of the
rights and freedoms of natural persons was small, and the violation itself did not require
notification to the President of the Polish Personal Data Protection Office. However, it
turned out that as a result of the abovementioned hacking into the system, the hacker after
having bypassed security, gained access to personal data, therefore the risk of violation of
the rights and freedoms of individual users became high and required reporting to the
supervisory authorities.
 lesson learnt from the case from a point of view of SME internationalisation
Although the loss of access to the administrator's systems can be temporary and in the
early stages of the breach does not affect the rights and freedoms of individual users, it is
important that the administrator, after conducting a full risk analysis, considers all possible
consequences of the breach, both those that already existed and those that which may
occur in the future. To eliminate or decrease the likelihood of user data leakage, it is
essential to implement effective security measure on your website that are complaint with
the data protection policy, which your customers can consult at any time. It is
recommended to consult professional IT services, as not only your customers’ data could
be at risk, but your own.
Case study source: Polish Personal Data Protection Office
https://samorzad.infor.pl/sektor/organizacja/rodo-2018/785330,RODO-Naruszenie-danych-osobowych-w-praktyce.html

REFERENCES
Safety of e-commerce – How to fight corruption effectively:
https://depot.ceon.pl/bitstream/handle/123456789/9120/8.%20Jerzy%20Kuck%20Esafety.pdf?sequence=3&isAllowed=y
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Internet Security (Technical University Vienna):
https://pdfs.semanticscholar.org/627b/2092f4479c01b462619b228c2ad89e37e0e3.pdf
Digital contracts for Europe (European Commission): https://ec.europa.eu/info/businesseconomy-euro/doing-business-eu/contract-rules/digital-contracts/digital-contractrules_en
New EU rules on e-commerce (European Commission): https://ec.europa.eu/digitalsingle-market/en/new-eu-rules-e-commerce
EXTERNAL RESOURCES
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https://ec.europa.eu/digital-single-market/en/news/e-commerce-eu-how-you-can-makemost-out-it-consumer - factsheet by the European Commission e-Commerce in the EU:
How you can make the most out of it as a consumer
Regulation (EU) 2018/302 of the European Parliament and of the Council of 28 February
2018 on addressing unjustified geo-blocking and other forms of discrimination based on
customers' nationality, place of residence or place of establishment within the internal
market and amending Regulations (EC) No 2006/2004 and (EU) 2017/2394 and Directive
2009/22/EC
(Text
with
EEA
relevance.
https://eur-lex.europa.eu/legalcontent/EN/TXT/?uri=uriserv:OJ.LI.2018.060.01.0001.01.ENG
Regulation (EU) 2018/644 of the European Parliament and of the Council of 18 April 2018
on cross-border parcel delivery services (Text with EEA relevance. ) https://eurlex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32018R0644
Directive (EU) 2015/2366 of the European Parliament and of the Council of 25 November
2015 on payment services in the internal market, amending Directives 2002/65/EC,
2009/110/EC and 2013/36/EU and Regulation (EU) No 1093/2010, and repealing Directive
2007/64/EC
(Text
with
EEA
relevance)
https://eur-lex.europa.eu/legalcontent/EN/TXT/?uri=CELEX%3A32015L2366
Available in English, Dutch and Belgian:
https://ecommercenews.eu/ecommerce-websites-in-europe-hit-by-gdpr/ - Ecommerce
websites in Europe hit by GDPR
Available in English:
https://www.digitalistmag.com/cio-knowledge/2019/07/17/innovation-vs-data-privacyor-innovation-data-privacy-06199461 - Innovation Vs. Data Privacy Or Innovation And
Data Privacy?
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4.2. Digitalization in e-commerce
SHORT DESCRIPTION
Digitalization in e-commerce implies taking your business one step further, into the digital
space. Once new technologies were available for centralised or big enterprises, yet now
they are daily tools, facilitating communication among departments, suppliers, shipping
companies and of course potential buyers. Online stores have also experienced the switch
to the digitalization era, demonstrated by the innovation in product presentation and
introduction of m-payments or other new solutions. As a consequence of the introduction
of new technologies and concepts facilitating cross border e-commerce, (e.g. effective link
building, search engine user attitudes etc.), SMEs will not only make their businesses more
profitable, but also improve their own competences.
In this sub-module you will find out where the digitalisation or e-commerce started, why
website analytics are so important, about the rise of m-commerce and how all these
solutions will impact SME internationalisation.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
- to recognise different measures to participate in activities online;
- to select online activities in order to interact with clientele at transnational level;
- to improve skills and competences from the implementation of e-commerce
strategies online.

4.2.1. The rise of digitalization in e-commerce?
Digitalization in e-commerce implies taking your sales one step further, into the digital space.
SMEs are especially adaptable to the introduction of new technologies, which gives them a
competitive advantage over larger entities, which need more time to consider and implement
selected solutions. This way they reach a wider clientele of consumers who are preferring
online shopping over traditional shops. Nowadays digitalization concerns more complex and
numerous solutions. Once the transition from snail mail to emailing was considered an
example of digitalization, although the concept of digitalization was not commonly applied
yet. Then came the appearance of various browsers, followed by live chats and finally social
media.
All the beforehand mentioned examples, as far as they may go back, will still be very useful in
e-commerce and part of the communication between a business owner and the consumer,
sales manager and clientele - in respect to the established relationship. Thus, the application
of specific digital solutions online will allow your business to participate in a wider scope of
activities online, among which you could find your potential customers.
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Now, how to make the most out of them?

Source: https://pixabay.com/illustrations/question-mark-pile-questions-symbol-2492009/

Emailing
SMEs can use emails not only as a main or additional (next to contact forms or telephone
calls) channel of online communication with customers, but can also take advantage of the
power of emailing, by releasing email marketing campaigns. In this way you will be
maintaining relations with regular customers and reaching potential customers, under the
condition they agreed to this consent (in light of GDPR). Email marketing campaigns will have
the form of e-newsletters or e-bulletins, to which the e-reader will be subscribing to.
However, it is obligatory to have permission from an email recipient to send them such enewsletters, as you will be storing their data, even if this is only an e-mail. With the
segmentation of your customers (based on their online behaviour, country of residence and
cultural aspects, among others), you will be able to deliver personalised campaigns based on
their preferences of history of activity. Your emails can also include links that will be taking
the e-reader to a desired online space, e.g. to your website or to download a discount. The
goal of these campaigns shouldn’t however only be to sell more, but send segmented and
useful information. However, you must always start with a strong subject line (‘title’ of the
email), which accounts for the first impression. This is a test for you, whether you are able to
attract the recipient to click on your campaign or not.
E-mail marketing will be a powerful tool in the internationalization of SMEs and their online
activities, especially due to the distance and limitations in terms of communication. It is an
effective strategy that additionally can be supported by the availability of mailbox
synchronization allowing reaching the subscriber instantly, basically from anyplace. Yet the
time you send out the emailing campaign may be important, e.g. if your target audience are
IT suppliers, they will be opening their mailboxes at work hours, yet if they are women
interested in apparel, they will be more likely to be browsing in the afternoon or evening. If
you do not have the competence to develop these campaigns yourself, you can find some
solutions online that will be free up to a limited number of recipients (e.g. Mailchimp).
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Source: https://pixabay.com/illustrations/email-newsletter-marketing-online-4044165/

Live chat
This option is still the quickest for eliminating any doubts a consumer may have. The real-time
interaction compensates the lack of real contact that e-commerce is burdened by, and
guaranteed the immediate response time. With little effort a user will be very likely to be
converted into a buyer. The implementation of a chat box is not difficult and can be easily
integrated on an e-commerce site, allowing also to analyse the chatter’s profile (see Website
analytics below for more on this). You will also find that consumers, especially international
ones, prefer a live chat to other communication channels when they are interested in
receiving answers to more than one question. As the language tends to be a barrier, short
messages on a live chat simplify dialogue between persons of different nationalities. But keep
in mind, that if your website is available in English, Spanish and Polish, then you should be
able to answer in at least these three languages. The live chat appears on top of the main
page content. Meanwhile in case of emails or social media the customer must temporarily
abandon the page of interest. That could be burdensome for international clientele, precisely
checking all relevant content twice.
When considering to set up a live chat, the Internet will provide some options to choose from
(e.g. LiveChat or Zendesk), either free with limited features or paid options adapted to the
need of your online shop. If you find it difficult to estimate if you will be available to provide
your customers the service anytime (which would be extremely difficult) and you can’t make
a decision whether to implement a live chat, prepare a set of FAQs with answers that could
solve your problem. A solution will also be to set regular hours when the live chat would be
monitored and managed, enabling the consumers to schedule time for this purpose. If you
opt for this last solution, you must consider the country-specific working hours, e.g. different
for the English and the Poles, bank holidays in different countries, as well as the time zones
(if applicable).
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Source: https://pixabay.com/illustrations/internet-laptop-computer-notebook-1028794/

Social media
Many companies are using social media to increase their sales, but also to find out how their
competitors are performing. Social networks have even undergone transformation in its role,
now part of a company’s global strategy, not only an additional feature. This channel of
communication is very powerful since you may find publications/mentions that you are
involved in, but not necessarily are responsible for them yourself. The key is not just appearing
in social media, but well-planned activities aimed at encouraging your customers’ (current
and future) interactions. You must also react to feedback, keep your business profile(s)
updated and publish valuable content, especially reacting on the spot to negative comments,
to show you are reading them and understand the position your commenter is in, providing
them with reasonable solutions to their problem. With social media you will also be tracking
market trends and consumer behaviours. Social media could even result in being the channel
of communication with international customers, if you speak their language (or at least
English). However, as a result of market research, you can decide to manage an account for
the purpose of a single market and a specific language. When coming to the decision of
trading outside your own territory, the condition of the language will always be unfolded. This
means that if you do not speak the language of your customers, you are prone to be less
successful than your competitors. Then some business sectors are more visual than others
(furniture or jewellery), thus Instagram or Pinterest would be recommended social media
choices. When you want to share video tutorials (software installation) you will probably
choose YouTube. Facebook, Twitter or LinkedIn are quite universal, yet each differentiates in
the language and content type you publish.
Therefore, when setting up social media account(s) for your SME define your target audience
to create effective communications.
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Source: https://pixabay.com/vectors/social-media-you-tube-facebook-1177293/

Website performance and website analytics
The most popular of the Internet tools is still the website, especially with a set of plugins, e.g.
for communication purposes (contact form, live chat, social media links) and marketing
(personalised product recommendations, pay per click, newsletter subscriptions). Therefore,
SMEs are recommended to start their online presence from website development.
But decide what your goal is: to get new customers, get specific customers or get any kind of
customers. With the answer you can start shaping your website, which can be a selling
platform, especially for international customers, but not only.
The website can also be used as a tool to:














Promote products.
Establish new sales channels.
Reduce costs.
Decrease distribution time.
Simplify and improve customer service.
Create and improve the company/business/brand image.
Make and maintain relationships with business partners/affiliates.
Gather valuable market data.
Learning new technologies and online performance solutions.
Experiment with new ways of communication and promotion.
Redefine customer relations management.
Investigate the ability to apply new business models.
Compare own presentation with your competitors.

Once your website is live, it is essential to carry out regular analysis to check its popularity,
who and when is visiting it, what are visitors looking for, which pages capture most of their
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attention and at what point do they decide to leave your website. Knowing the answers to
these questions you will be able to improve your website’s performance and gain more leads.
Therefore, website analytics are a very powerful tool in e-commerce.

Source: https://pixabay.com/illustrations/analytics-google-data-visits-page-3680198/

Start from setting up an analytical tool
For this purpose use Google Analytics. It proves to be handy and does not generate any
additional costs.
To set up Google Analytics the only thing you need is a Google Account. A good idea will be
to have a separate account for your business, which will make it easier to track user/visitor
data. An additional asset is that you can also collect data from mobile apps, under the
condition you choose this feature. Once you are on the Google Analytics page, sign in and
choose the Analytics feature providing basic information about your website, finally clicking
the command Get Tracking. At this point you will see your Tracking ID, which you need to
install on your website to start gathering data and presenting them in the form of a report.
There is a few ways to do this. If your website is built on WordPress, than install the plugin by
WordPress under the name Google Analytics by Monster Insights. In the Settings screen you
need to perform authentication to receive a new code. Don’t forget to confirm the website
URL you will be tracking in case you are managing a few websites under the same Google
account.
But if you are not using WordPress, after logging in to your Google Analytics account go to
the ADMIN screen. There you will verify the website URL and in Tracking Info you will have a
Tracking Code, which must be placed in your website’s php. Once this is done you can send
test traffic command to finalize the set-up.
You can watch the video tutorial also: https://www.youtube.com/watch?v=mXcQ7rVn3ro
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Now once you have set up the analytics tool, what data does it track?

Source: https://pixabay.com/illustrations/graphic-analytics-statistics-1142957/

The first thing you will see is an Audience Overview page, which tells you:







how many people visit you daily,
when is the visiting peak time (when do most visitors visit, often a result of an
additional activity, e.g. sending newsletter by email with direct links to website pages),
how many new visitors do you have and how many returning visitors are there,
what is the bounce rate (persons visiting only a single page, which is not necessary
something bad, since this page may be what they were searching for),
what is the average session duration (how long visitors are staying on the website),
what countries your visitors come from (important for international sales).

Navigating through the report, go to the Acquisition page, which tells you:


how your visitors reached your website (direct search, social media, organic search,
referral) and what is the exact split.

and on the Behaviour page, which tell you:


what pages the visitors are actually interested in (which they visit most often).

With all this information you will be in the position of choosing those channels of
communication (acquisition data) and putting more focus on those pages (audience overview
and behaviour data) that are attracting the most attention. Your efforts are extremely
valuable in the case of international sales, where the consumers will be requiring more
information, e.g. shipping, delivery, tax or custom requirements, and with the lack of them
you will most likely be losing sales (bouncing rate).
Take special time to consider which international markets are your target to intensify those
activities that are of most interest for them. Some countries/business profiles will be more
frequently using one social media channel over another, so there will be a small likelihood to
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attract visitors if you are not using the right one. Your messages should also be in the language
of your customers, this applies also to your website, where the availability only in your
national language (if this is not English) will not be enough when expanding your business
abroad. Another thing to pay attention to is when exactly your page is being visited. That will
also tell you more about the profile of visitors (time zones will not be a constraint since you
will mostly be shipping to the EU). Yet, custom or tax obligations may apply, and this
information must be available on your website. Otherwise you may experience the bounce
rate syndrome, with more and more customers leaving your website with frustration when
on the checkout page.
PayPal’s Cross-Border Consumer Research 2018 on the behaviour of international consumers
regarding their online activities revealed that consumers’ attitudes to international shopping
vary across regions. Example: a significant part of Romanian consumers (70%) does not feel
comfortable when purchasing from a foreign website that is not in their own language. What
is similar for all parts of the global is that consumers in general prefer large global stores when
purchasing from another country.
Research also shows that enterprises perform better when analysing website analytics and
keeping track of their business activity online.

Search Engine Optimisation (SEO)

Source: https://pixabay.com/illustrations/seo-3d-websites-internet-2394237/

Closely linked to website performance is website positioning, which means at what position
your website appears in the most popular search engines. Especially if the exact website URL
is unknown to the e-shopper, they will be entering the name in the browser. Google remains
the top chosen search engine. Therefore, it is worth enhancing the visits to your website by
investing in the power of SEO. Investing does not necessarily mean money, but efforts and
time to undertake specific activities based on information you are fed from Google Analytics.
With the selection of a few words you can position your website higher on Google’s list,
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increasing the likelihood of more page hits. You can actually place anything on the website
that you believe could attract and interest your visitors. But sometimes the use of specific
words, phrases or strategies will bring more hits. Not only will key words guarantee this, but
also the number of times your company/store/brand is mentioned online. The more you are
present online, the higher Google will rate and then position you in its results. Therefore, you
will be communicating, as well as promoting your online presence/activity, resulting from
organic (free) search results. You can also invest money in paid search engine results, which
are the so-called sponsored links. In this case your website will be ‘advertised’ at the top of
the search engine’s results, thus it is positioned the highest possible. This happens when the
user is entering specific key words, phrases or names that you have identified (paid for). The
cost will be based on either the amount of real-time views of your ‘sponsored link’ or number
of clicks. For the e-commerce Google shopping is also worth considering. It is a kind of
price/product comparator, yet a paid solution. It is also worth mentioning that the website
that is responsive or adaptive for mobile devices, i.e. it has its mobile version, also impacts
how Google positions it on its list.

Source: https://pixabay.com/illustrations/seo-responsive-websites-photo-web-2151033/

Other digital marketing techniques?
The choice of online marketing techniques is unlimited. However, the Internet itself will not
guarantee you get sales. Yet it is a useful tool facilitating your efforts in reaching this goal. It
is worth, although, studying the most common search engines, social networks and price
comparators in each country, to focus attention and resources on the right ones.
4.2.2. SME internationalization in the scope of e-commerce
SME internationalization in terms of e-commerce covers a variety of actions resulting in
reaching customers outside of your own territory, either individual consumers or business
entities willing to cooperate in order to form international alliances. Whichever the target
group, the internationalisation in term of e-commerce will in effect be the export of goods in
e-commerce. Consumers will always be interested in finding products at an affordable price,
which quite often implies browsing the web. This is where you step in with your offer directed
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at e-shoppers, regardless the place of their residence, which is now possible without
geoblocking. Geoblocking was preventing the sales of goods abroad via the online channel,
constituting the fact that 63% of websites did not let shoppers buy from another EU country.
With the introduction of the Digital Single Market strategy in 2015 (more in sub-module 4.1.),
the sales and purchasing of goods is not governed by the location, either of the seller or the
buyer.
If you manage to attract the potential buyers’ attention, due to the competitive price, stock
availability, detailed description, positive opinions or other, you will be halfway successful.
Why is this so? This means you have introduced a series of features that have proved to be
effective, since the e-shopper found your website and stayed on it for a certain period of time.
However, in order to sell the offer, this may not be enough. E-shoppers are requiring more,
e.g. fast and cheap delivery options, gift packaging and/or personalised orders. Therefore, to
ensure the win-win situation, you must act as an e-shopper yourself and foresee what your
buyers are expecting. This is why in some cases creating international alliances of business
will guarantee that some of these requirements can be easily provided (more in module
International Open Innovation module). This is especially true in the case of shipping and
delivery providers or custom offices, when the process of ordering from abroad will not only
be time-consuming but expensive. That could result in the customer’s frustration, order
cancellation or negative comments. A solution could be to have a company branch abroad,
but this will require time if you are a start-up or starting in cross-border sales, yet is the right
step when you have clientele from a specific market and are at that level of business
development.
Internationalization in e-commerce is a step-based and long-term process, which starts from
short term objectives.
According to research by the European Commission (2018), 19% of consumers buy online
from another EU country and 9% of companies sell cross-border, with these numbers
increasing year by year. This is due to the transformation of the Internet and the scope of
possibilities it offers, which is still prone to change.
What is not a requirement, but quite often an indicator of success, is the following chronology
in the process of business development, where e-commerce has its place:

Step 1: Selling to local market via traditional shop
Step 2: Setting up an online shop taking small orders
Step 3: Expanding the scope of online business to taking larger orders
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Step 4: Introducing cross-border sales via online activity
Step 5: Developing online business
Step 6: Becoming an experienced exporter

Where are you on this ladder of success?

Source: https://pixabay.com/photos/woman-girl-young-adult-lifestyle-3373637/

Answering will bring a clear view of what you need to do next. It is a mistake to think that
once having developed an e-commerce you will be disappearing from the local market. This
is not the case, but an option. It depends on who your actual customers are, what their
expectations are and if this brings you profit. If you may have found a niche on the market
and are the first offering such products to the online market, good for you and even better
for your customers. In the case when online sales is leveraging over traditional, it will be a key
decision to consider the position on the local market. Sometimes offline sales works well
along with online sales, both generating bits of profit to the business. Market research will
support this decision-making process. Any scenario requires a long list of advantages and
disadvantages.
Let’s consider a scenario in which you are a local SME selling via a traditional shop (Step 1
from the above) and are planning to step up an online shop taking small orders (Step 2). You
as a sales manager must answer some basic questions:
Who is your target audience?
Whom will you involve in the process?
What are you selling?
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When do you want to start selling abroad?
Where are you in terms of business development at the moment?
Why is internationalisation among your interest?
How will you reach your new audience?
Which tools will you use for this purpose?
Whose interests are you protecting?
Only after understanding the answers to the above can you move on to planning and
organising the process of internationalization in e-commerce.
What can be done to facilitate the process of SME internationalization in e-commerce?
First of all take advantage of the channels you are currently using. If you are a newcomer to
the business then you may require some assistance from professionals, however this does
not limit you from taking initiative yourself. Check your network of contacts, professional and
private, to share the news about your business. Listening to others experience in
internationalization is bound to bring a breath of fresh air in your plans for expansion.
Secondly, the online presence of your company is vital. If you are not online, but are interested
in selling abroad, this will be difficult. Create/update your website and make sure it is at least
in English. Don’t expect your customers to speak your language or that they must read and
reply using a machine translator. However, a website is not enough. Make sure you are
present in social media. The more time your e-shop is mentioned online, the more the
likelihood of site visitors. Yet, feel obliged to regularly visit these pages, so to feed your
followers with up-to-date information and promotions. Messages online follow the
mechanism of a boomerang, they will come back to you, but with what force depends only
on you.
Thirdly, observe what your competitors are doing, especially those delivering abroad. The
purpose to do so is not just to learn about effective solutions that your competitors are
implementing, but to consider how to build up on them and see what’s in it for you. Target
group (market and group of people) must be taken under consideration, especially, due to
the fact that different approaches will be undertaken if you are delivering in the EU or outside
the EU, to young women or experienced businessmen, to Arabic countries or WesternEurope. Why will the approach be different? This is governed by country or religion specific
norms, as well as gender preferences or the habits and peculiarities of online users. As an
example, the visual product presentation of bathing suits for women Muslims will be different
than for non-Muslim persons. Another example is that businessmen that are professionals in
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the IT sector will be expecting more descriptive product information with exact device
specifics, rather than multi-angle pictures. Therefore, adjust your approach and
communication strategy to your target audience to win valuable customers.
Another thing that makes the internationalization process much easier is m-commerce.

Source: https://pixabay.com/illustrations/visa-business-buying-card-3082813/

m-Commerce
The increase in online sales was observed to have started mainly by the market leaders:
- Amazon, which has been noting 70% year by year increase in its market share and about
44% share in e-commerce in the USA (source: Internet Retailer),
- Alibaba Group, which on the eastern part of the globe became a driver, currently competing
with Amazon worldwide.
Both Amazon and the Group are holding sales campaigns to attract even more buyers, e.g.
Black Friday or Single Days. What is interesting is that more of the purchases during these
campaigns is performed from the screens of mobile devices. Alibaba provided data that
during their first Single Days campaign in 2017, 90% of buyers purchased from mobile devices,
the most from smartphones. Since Alibaba, Amazon or other services are supplying
international markets, providing effective guarantees regarding secure payments and the
ease of ordering solutions similar to them, they will always be in pair and what your customers
will be looking for.
E-commerce gives the opportunity to use a variety of electronical devices to make a sale. One
of these options are mobile devices, which can be the direct mode in the process or a
supporting element, e.g. facilitating communication between the seller/buyer. Why else use
mobile devices in e-commerce? Because it is convenient and saves money.
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Let’s look back at the example of Amazon, as this potentate is providing services in more
languages and more currencies year by year, e.g. a customer from Spain can browse the
Amazon mobile app to see only the products that can be shipped to Spain. This opens a totally
new personalised customer experience, thus the customer will save time on browsing, have
the choice between delivery options or currencies applicable to their location and understand
the ordering process in their own language. The solution is for international customers and
the personalization begins from the installation of this app.

Source: https://ecommercenews.eu/amazon-app-now-available-for-international-shopping/

Thus, the share of sales in e-commerce to the international market has significantly increased
with the appearance of m-commerce, especially noticeable from year 2018. M-commerce is
nothing else than the next step after e-commerce, making available the possibility to use
smartphones and tablets to carry out transactions: selling and buying. M-commerce does not
necessarily impose the need for a seller to invest in specialised applications, if interested in
providing buyers with the m-commerce service for tablets. Nonetheless, those consumers
that will be choosing their smartphones for making purchases will appreciate the availability
of an app. However, if your website is adaptable to mobile devices or responsive, then your
m-commerce consumers should be satisfied.
To have good results in m-commerce, regardless through the website or mobile app, some
key factors must be taken under consideration:


The language, which is the crucial aspect that governs using the service by a foreigner.
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The layout, which should include menu bars and appropriate font type/size to be
easily readable and easy to navigate through.
The content itself, with text and background to work well together, colours to be
pleasant for the eye and the messages to be tailored to your target audience (not
always the same as for website desktop visitors) with a reasonable number of steps to
achieve conversion.
The loading time, which is connected with the amount of content to view. You can
solve this by showing fewer items, optimizing images and introducing a different
layout than for the desktop version of your website.
The interactive features, which means that you should think over the call for action
buttons, appropriately position them and that they are well linked to the activity.

Lacking any of the above will result in judging your e-shop either as unprofessional or not
trustworthy, despite the strong efforts you may have.
M-commerce is more popular in some regions in comparison to others. Now the question
rather is not whether a consumer has a smartphone, but whether they are using it for
purchasing online. In 2018, PayPal conducted research on the behaviour of international
consumers regarding their online activities. The findings show that US and China are the
biggest markets in terms of online purchasing, Japan and India growing very fast, and in
Europe Ireland, Austria and Israel taking the lead. The same research revealed that a majority
of international purchases are still made via desktop, laptop or notebook, yet shoppers from
the Middle East, Africa, LATAM and APAC are more likely to use a mobile device, especially
the last mentioned group. Online customers first of all buy clothing, footwear and accessories
(68%), then electronics (53%).
m-commerce not only for shopping
Although, m-commerce will mostly be associated with purchasing goods in their physical
form, this mobile technology also uncovers the strong desire of consumers to book tickets,
check account balances, re-schedule appointments, etc. We are observing a shift in
consumers’ attitudes from traditional solutions to more digital ones.
If you are not sure if your website is mobile friendly, Google has developed a tool for this
purpose: https://search.google.com/test/mobile-friendly
LOCAL CASE/EXAMPLE
Case on e-marketing campaign through email
Introducing new ways of reaching regular and/or new customers is of the interest of any ecommerce business. Despite the availability of various online tools to ease communication,
businesses are lacking the competence to be in the position to choose the right ones, quite
often lacking proper market research. The choice of e-tools for the purpose of marketing
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will highly depend on the target group and the level of digitalization of your target market.
On the example of a commerce business from Poland, find out about how e-marketing
campaigns through email can bring new sales.
A good example of an SME that was able to expand its business due to digitalization is a
company from the food sector in Rzeszow (Southern-Poland). With the introduction of
Google Analytics, it was in the position to select those e-marketing solutions that it
customers were interested in. Results of the analytical tool regularly bring them
information on the pages that online users are most frequently using and their location,
thus enabling them to tailor and bring to their customers higher quality of customer
experience with little effort. The impact though is beneficial and especially for the sake of
the business, bringing increasing numbers of clientele and as a result of this – profit.
However, the company does not stop with upgrading the website, but has introduced
segmented emailing campaigns. Depending on the mailing lists (segmented based on the
location and product of choice), recipients receive regular (daily or weekly) e-newsletters
with special offers, market prices and sector updates. The company uses Mail Chimp to
send out the e-newsletters. Although, the introduction of the obligation to receive consent
of the email recipients to receive the e-newsletters had initially decreased the positions on
the emailing lists, more leads are being generated based on customer satisfaction shared
via the market segment. Most recently the company has introduced a special feature in the
e-newsletters, i.e. click to get the offer of the day. This means that the e-newsletter readers,
upon their interest, click on an offer to get the price. At the same time the business is fed
with data, how many persons clicked, what is their destination and whether they decided
to make a purchase. Important is also data at what time they are opening the emails, so to
deliver offers at the most convenient hours. As one of the sales managers says, in this
business, essential is delivering the e-marketing campaigns in the morning, between 6 and
9, as later most clicks will come from customers that are interesting in browsing, but not
making a purchase. Due to the attractive price in pair with the high quality of delivered
goods and customer satisfaction, the business is being successful with the e-marketing
campaigns that they will remain to launch. The company is already thinking how to
introduce newer features to the e-newsletters and under consideration is to provide a
graph with the number of buyers that make purchases as a result of receiving the emarketing campaigns in comparison to those placing orders otherwise. Under
consideration is also delivering in other languages than Polish and English.
 lesson learnt from the case from a point of view of SME internationalisation
In case of an e-marketing campaign, the first step is to conduct effective market research,
even ask your customers what they expect from your business and what they need.
Another important factor is to make sure the e-marketing solution you opt for is in
compliance with the GDPR policy. Then don’t stop at providing the same structure, but
introduce new features, so your service will stand out in front of your competitors.
Case study source: interview with sales manager from a food sector business in Rzeszów,
Poland
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Available in English:
https://www.cleverism.com/mistakes-avoid-e-commerce/ - Mistakes to Avoid in ECommerce
https://www.cleverism.com/mobile-commerce-introduction/ - Mobile Commerce Basics:
What, Why, and How
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4.3. Overall online service strategies
SHORT DESCRIPTION
Online buyers visit e-commerce sites with a specific goal, not necessarily for immediate
purchasing. Your website may be their choice for simply browsing, comparing offers,
checking product availability or shipping options, consulting product parameters or
receiving product recommendations based on their online behaviour. SMEs can especially
benefit from this situation, taking their businesses a step further and providing effective
online service strategies. The presence of SMEs online and exposure to international
customer relations is governed by the necessity to guarantee even more precise
instructions and provide more details to your consumers. The appearance of new
technologies is also bringing new solutions to e-commerce.
In this sub-module you will find out about product presentation, online transactions and
m-payments, as well as some key information on shipping, delivery and tax obligations, and
how all these measures will impact SME internationalisation.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to do the following:
- to introduce measures for engaging clientele in activities online, enriching their
online experience;
- to enhance the decision making process in SMEs by considering online feedback;
- to implement new online practices to increase business recognisability.
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4.3.1. Product presentation in e-commerce
The product offer in most of the cases will be the decisive factor in choosing an e-shop over
another. Although there are many features to be considered when preparing a good product
presentation, the visual aspect will be one of the most important. In e-commerce you have
less time to convince the consumer to buy your product, although you may think it is the
opposite since they can revisit the pages at any time. It is more difficult though to attract the
eye of the consumer, who tends to make more impulsive decisions while shopping online and
thus, preparing a good product presentation becomes a standard.

Source: https://pixabay.com/vectors/template-layout-website-blog-theme-1599667/

Where does this product presentation start from?
In e-commerce when you are using the Internet as the main channel to interact with your
customers – communicate and sell products they are browsing for, the presentation starts
from the moment they visit your website. From that moment you will be exposed to
assessment and on the basis of how user friendly your website is, the visitor will continue
browsing your offer or leave the site. Therefore, the homepage, with good graphics, logical
presentation of material and interesting structure will affect a user’s further online activities.
If your brand/business has a logo, it must be strategically positioned on the website. From the
very moment you have a visitor on your website, returning customers should be able to
associate your logo with a good product, and new customers should become attracted by the
page layout itself.
If you are releasing new products, their updates or have a special promotion, then the visual
presentation will be more appealing to the e-shopper than written text. This information
should be placed on your homepage.
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If your website has more than one category of products to offer, they should appear in the
form of a clear and structured list, preferably as a navigation panel at the top or side of the
homepage.
How will you present each of your products?
This will depend on the product type, target audience and availability of data. Buyers will be
searching for information such as technical parameters, the price or delivery options (not
necessarily in this exact order). A unique product presentation will hugely impact consumers’
shopping decisions and it is not rare that they are driven by emotions in the process of buying.
This is why you must know how to present your product and that its graphical representation
is important.
The main product image is the most important one. Make sure you are showing the real
product, that your picture is of good quality and can be expanded. Expose the product’s
essential features. If you are selling an upgraded or new version of a previously released
product, then this aspect must be the key feature captured in the picture (e.g. different shoe
soles, new bag colour or more compact design of a device).
However, a close capture of these features should appear as the second or next image in the
product’s gallery, and not be the main picture, as it may not resemble the whole product.
Product zooming and quick look strategies will help in replacing the offline sensory experience
with a visual one.
If you are selling a more compact or extended version of a product from your basic offer, a
good idea will be to capture the two items next to each other, so the e-shopper will be able
to better visualise the difference in size. However, such set of two (or a few) items is a good
solution also in the case of the presentation of different features, i.e. new colour, shape or
design, and will be appreciated by the consumer (additionally impacting the decision-making
process). With alternate product views you are presenting your products to consumers from
a wider perspective, unfolding more features, the dimensions or specific physical
characteristics. The number of pictures you decide to publish depends how many features
you want to show your audience, the number of product views that could be of interest by
the buyer and perhaps the amount of colours/shapes/options your product is available in. If
you are the producer of the goods yourself, it will be easier to take care of the product
presentation online, but if you are a trader, than it will be essential to consult your decisions
on this with your supplier. Additionally, in some cases you may be limited in the number/size
of images to publish, depending on the software your e-shop is built on.
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Source: https://unsplash.com/photos/OX_en7CXMj4

Source: https://unsplash.com/photos/zHMpGLOD8nI

What else do you want to show to your e-shoppers?
Decide if you will be giving your e-shoppers the option to compare products, either those only
from your product offer or also your competitors. Also decide what will be compared – the
technical parameters, specific characteristic or perhaps it will be based on product visual
similarity to list similarly looking products, but in various price categories (e.g. basic or
premium). For comparing it is recommended to choose a maximum of five features,
meaningful and most often consulted by consumers.
Comparison tools have pros and cons. On the one hand you are providing your customers
with a tool for verifying that your offer is trustworthy and worth placing in their shopping cart.
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On the other hand you must be convinced that your offer will stand out in order for your page
visitors to remain on your site and as a result make the purpose from you rather than from a
competitor.
Product recommendation is another tool that SMEs selling online can take advantage of and
although it can be based on various factors (yet often the user’s search history/online
behaviour), the mechanism will be the same - as a result the user will see the product’s image,
thus products main images must be exact and best quality. The tool searches for and matches
product pictures from the available on the website category of products. The tool should also
be linked with the direct offer of the compared product to simplify the consumer’s activity (or
even include a direct call for action). You will find recommendation engines that work well as
a SaaS (Software as a Service) solution, i.e. the recommendation engine is not installed itself
on the e-commerce site, but on an external server, which you pay a monthly fee for the
service.
The beforehand mentioned can be very powerful solutions, taking into consideration the fact
that 11% of e-shoppers in Europe go directly to the brand’s website when searching for a
product, while 45% decide to browse on Amazon and 28% go to the browser’s search engine
first. Moreover, 20% of retailers have indicated that they leave a webpage if product images
are missing. Interesting is that 33% of consumers shared their opinion that product videos are
more helpful and a desired form of product presentation than images. Then 18% want to see
the product placing by influencers, 49% trust YouTube publications and 32% choose Facebook
to consult on product videos about products (data from research by InRiver, 2018).

Source: https://pixabay.com/vectors/youtube-website-page-layout-1684601/
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Why product video presentations?
A video is a product presentation strategy characteristic for e-commerce. It is quite often
referred to as a product demo. With a video you will capture your visitor’s attention for longer
than in the case of a single product image. It also impacts the positioning of your site and its
overall performance in Google’s results. If your video is additionally on YouTube (which you
already know is a very powerful tool in the eyes of e-shoppers), you are increasing the
likelihood of more views, and more hits to your website. You can link it to social media pages,
provoking even more interest among potential customers. But first you need to have what to
show.
What to show in product video presentations?
By showing the real benefits and advantages of your product over the competitors’ you will
be getting more views. The video does not have to be created by a professional to serve its
purpose. Key is the content. A product video can present how a product works, what is its
purpose, in what environment it should be used, what are its characteristics, does it have any
dominant or outstanding features, what are its different versions, etc. There will be customers
looking specifically for a video presentation of a product, and it is a strong persuasive strategy
when you are sharing a video with a product opinion – consumers who have already
purchased the product or expert’s opinions will be supporting your product recommendation.
If the recommendations are not in your customer’s language – consider adding subtitles.
Video presentations could be an interesting way for presenting your product packaging (the
box), so buyers know what size of parcel to expect upon delivery, and the option of gift
wrapping – especially if you product will be shipped directly to the receiver of the gift. Videos
quite often have the form of a tutorial, step-by-step instructions on product assembly. Many
e-shops are also often sharing the manufacturing process to show the conditions the product
was prepared in, what materials were used in the process and how it affects the environment.
The ideas behind product video presentation are unlimited and a good video will be more
attractive than professional images.
How to produce a product video presentation?
The video should be realised based on a plan and be professional, yet not necessarily
performed by a professional. It can be self-made. However, if you are a trader, it is worth
consulting your supplier and/or product manufacture, since video demos of products may be
already available – which does not limit you from creating own material.
A product video presentation should be concise, from 30 seconds to 1:30 minutes long, just
enough time to capture the important product features or the speaker’s whole message. If
you are the video producer than placement of logo and information on copyrights will be
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important. A video is to be tested prior to release to validate the language used, if it serves
its purpose, does it have all necessary elements, etc.
How else can a product be presented in e-commerce?
Some other product presentation options worth mentioning are interactive 3D visualisations
and AR solutions, the last especially new for e-commerce. They will require additional
investment, but will attract new clientele, enrich your customers’ experience and position
your e-shop at a higher level. They allow customers to virtually touch and feel the product.
An example of 3D visualisation is a 360º image, i.e. a panoramic image with the possibility to
“walk around” and see a product from different perspectives. You will need a few pictures of
the product taken from various angles, to create the 360º view in a software of choice, which
you can then easily embed on your site. 3D pictures can also already be created on social
media, which will attract the younger clientele.
The Industry 4.0 technology equips SMEs also with more advanced solutions, as augmented
reality (AR) and virtual reality (VR) to enhance the shopping experience. The first will prove to
be effective online. AR implies overlaying digitally created content in the real world, thus
enabling the participation in an “almost normal reality”, surrounded by a natural landscape
and virtual objects. VR on the other hand is a computer-generated environment, thus
exposing an entirely artificial landscape to the in-store consumer (still, due to the necessity of
being equipped with special headsets). The two are still among those expensive choices,
designed not necessarily for SMEs, unless this is the key instrument used for the product
presentation, and AR is prone to be the closest possible option for visualizing products in a
real environment.
Watch an example of AR with footwear:
https://www.youtube.com/watch?v=fXyUk2MaKqI
4.3.2. Online transactions and m-payments
E-commerce means online transactions. For this purpose, fool proof payment methods are
necessary, those preferred by your target group. Due to different shopping preferences of
buyers, it is especially important that your e-shop is able to guarantee at least the most
popular payment methods. This means you must give your customers the possibility of
choosing the most convenient for them payment. In terms of e-commerce, especially
international sales, you will be limited in the choice of options. Although the rise in technology
has led to the introduction of more payment options to choose from, the choice will highly
depend on the location (both of the seller’s and the buyer’s), but also the e-shop’s back-end
and implemented payment gateways.
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Popular payment methods in international e-commerce
According to J.P. Morgan Global Payment Trends Report (2019), credit card payments still
remain among the most popular methods in Europe, especially in Denmark, Ireland (over
60%) and the UK (over 50%), followed by bank transfers chosen in the Scandinavian countries
(Finland and the Netherlands) and Switzerland.
Then open invoicing (payment upon delivery of goods) and direct debit payments account for
40% of overall online sales in Europe. E-wallets are still quite a new option in some countries,
however their popularity is growing fast, and e.g. in Italy they account for a third of online
purchases.

Source: https://pixabay.com/photos/ecommerce-selling-online-2140603/

For SMEs just starting their journey in e-commerce a recommended option will be Credit
cards, due to the fact that they cover most of the uncertainties from both the buyer’s and
seller’s side, e.g. currency exchange. Opting for this option, choose the automated solution,
i.e. implement a payment gateway on your site or process credit cards via a third-party site.
In the first case, you as the seller/SME will be obtaining a license (the so-called merchant ID)
that will allow you to accept credit card and debit card payments from your customers. This
will be possible under the condition that you prove your (your e-shop’s) financial stability and
PCI DSS security compliance (Payment Card Industry Data Security Standard), which will be
checked by the bank where you will be next setting up a merchant account. Afterwards, the
payment gateway account that you install (online credit card processor) will be connecting
your customer’s credit card account with your Internet merchant account in real time when
the purchase is made. A regular, usually monthly fee, will apply in the case of SMEs and
transaction fees (which will be covered either by the seller or buy). In the case of processing
credit cards via a third party site, there will not be any additional fees, yet it may be confusing
to some customers, especially in terms of international sales, as the customer upon
proceeding to the payment is taken to an external website to finalize the payment. This
website is the payment vendor, asking the e-shopper to enter their card details. Only then are
they redirected back to the online shop they initially visited for making the purchase. The
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confusion and deliberation may be linked with the uncertainty of secure payments and safety
of provided card details, which can be limited by providing your customers with explicit
information and instructions at the beginning of the checkout process or in the privacy policy
of your website.

Source: https://pixabay.com/photos/e-commerce-safety-payments-online-3228418/

Security is also or mainly a key factor in the choice of payment methods by online consumers.
They will be choosing that payment method that guarantees a secure transaction, but also
protecting their rights as a consumer (the possibility to claim a refund and the complexity of
the process) and their data (when consumers are required to provide only few personal or
financial details).
Consumers want to see the final price they will be paying in their currency. They will be ready
to may an additional fee for the currency exchange, but under the condition that they are
exposed to this information before the payment process. In PayPal’s research from 2018 on
the behaviour of international consumers regarding their online activities, a high number of
respondents has indicated that they would prefer to have the option for paying either in the
seller local currency or in their own currency (76%), and many check currency conversion
rates before paying in foreign currencies (62%). This may result from the lack of previous
experience in paying in foreign currency and the uncertainty in the final transaction costs or
the overall service quality, although almost half of the respondents have paid in a foreign
currency in the past.
The familiarity of a payment method is also an impulse in consumers’ choices. They will be
more prone to choose a well-known method to new ones, especially if they are in a foreign
name (and could sound strange to them). Customers habits and that the payment is
processed quickly will always remain a determinant in the choice of payment methods.
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As there are over 200 alternative payment methods in the e-commerce sector, SMEs looking
to expand their international footprint can minimize the complexities and costs by targeting
countries that frequently make online payments with credit card. The most robust
international markets are those in which consumers are comfortable paying with credit card.
Moreover, given the strong brand recognition of major card payment brands as Visa or
MasterCard, and advancements in online anti-fraud technology such as 3D Secure, credit
cards are expected to remain an essential part of the online payments landscape in the near
future. In almost all markets, consumers are expected to have at least one card in their
pocket, thus allowed to freely participate in e-commerce.
Not a novelty anymore, but not always an option yet, e-wallets fill the gap for those
consumers still remaining uncertain about providing their card details online - and for this
reason more SMEs are relying on this payment method. They link the customer’s bank
account to a digital wallet in order to start purchasing online, either from a mobile device or
a computer. The comfort this option is offering explains why it is growing in popularity.
Moreover, e-wallets are mostly user-friendly, available in various mother-tongues and
provide step-by-step instructions to its users. Most common examples of e-wallets include:
PayPal: https://www.paypal.com/
Alipay: https://intl.alipay.com/
Google Wallet: https://pay.google.com/about/

As fees charged by PayPal (in 2019) are generally lower than other payment methods, it is a
choice of many online shops/shoppers. PayPal will however charge for paying in foreign
currencies, so you as a shop owner should inform your e-shoppers about this additional fee
(it will eliminate the shopping card abandonments at the final stage of the ordering process),
although PayPal displays this information before checkout. It does offer better conversion
rates compared to other payment methods. PayPal is a method of choice preferred by
Western Europe.
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Source: https://pixabay.com/illustrations/wallet-digital-mouse-e-wallet-bank-3950973/

M-payments
E-wallets are an example of m-payments. When speaking about m-payments we have in mind
mobile payment apps. Mobile payments, also known as m-payments, simplify many processes
for all participants, the seller, buyer, but also payment service providers. By installing special
apps on the mobile devices, buyers are offered a convenient payment method. If you are
offering this payment option, you will be attracting more consumers of m-commerce and
positioning your e-shop above your competitors by being mobile ready (more in sub-module
4.2.2).
Offering m-payments also means respecting your customer, their time and providing them
with the most convenient way of completing the overall ordering process. With m-payments
you are using m-wallets, which operate as a user account. The customer has a unique user
name (account) with a password for connecting to their debit card or bank account. This
solution also introduces sharing money between individuals and is offered by different
operators (e.g. Samsung, Google).
A mobile payment app supported by several Benelux banks, namely Payconiq, will be a new
choice in Europe as an alternative to MasterCard and Visa. Payconiq allows consumers to use
their smartphone to pay for things both in-store and online, but also lets them send and
receive payments from other individuals. As of July 2019, the service is used in the
Netherlands, Belgium and Luxembourg. On the other hand Portugal is already using a similar
solution, known as MBway.
4.3.3. Managing international shipping and delivery options
As various research shows, the most popular way of delivering goods is still a courier, but not
necessarily to the place of residence but to the place of work. Some countries (Poland,
Germany) have also introduced the Package boxes, where the customer picks up their
package after inserting a code, which are highly favoured options. Consumers need solutions
that will not be a burden, allowing to adjust deliveries to their daily schedules. The choice of
shipping options will also depend on the type of product that is being shipped, e.g. if it
requires assembly, is it impossible to ship in a certain way due to its size, or simply the delivery
option preferred by the buyer is not available at the place of shipping. E-commerce shops are
required to determine the shipping and delivery options they are guaranteeing and should
adjust them to the preferences of their target market (location). First of all, they should
determine the different delivery options indicating the prices and approximate time of
delivery. Secondly, the carrier should be matched to the specific delivery option, so the buyer
can check the terms&conditions that apply with services provided by this carrier. Thirdly, eshops should incorporate the different delivery options on their websites. If you are already
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managing an e-commerce platform than you will easily find options to edit (add new) delivery
options. If you are new in e-commerce, investigate the possibilities provided by well-known
e-commerce platforms, e.g. PrestaShop or Magento, WooCommerce, or consult your
shipping and delivery providers that will have the know-how to assist you in implementing
the appropriate plugins on your website. Carriers will also have a tracking option available. It
is especially favoured in international shipments, for customers to track the status of their
parcel. That can also be linked to the e-shop’s site and will prove your e-shop’s liability to
provide high quality service.
What are international customers expecting in terms of delivery options?
First of all the delivery time. There will be customers expecting the same day delivery, but will
you be able to provide the service as an international shipper/trader? Probably not, unless
this is a special circumstance or the customer has agreed to cover the additional costs for this
express service. The information must be provided to consumers before they get to the
ordering process.
Matching the delivery option to customers’ preferences is closely connected with the delivery
time. Customers may be expecting to receive their orders beyond standard delivery hours,
collection from a point of sale or be informed by phone the day their order will be delivered.
The choices will also be resulting in different costs the customers will pay for the shipping and
delivery service and chiefly depends on the geographical area and the country of the
recipient.
There might be other carriers to choose from, but those that ship internationally are UPS,
FedEx and DHL, and it is recommended to contact them for a start. Domestic carriers will be
offering better prices, but the tracking option may not work both ways. Freight forwarders
will be an option for larger enterprises.
However, before you ship to your international customers, consider whether you have
collected all and proper information from them.
International address look up will be deemed to be important in this case. This function will
allow you to verify and eliminate any mistakes in the provided shipping/delivery address. It is
highly recommended in international sales, thus it is connected with potential losses when
the address provided by the buyer is incorrect. Another reason for this is that the way
addresses are written differs by country, even regions. Such tools are available online for free.
The parcel recipient’s location will also tell you if customs regulations apply. You will be
required to complete additional documentation for international shipping. First of all your
product will have a harmonized tariff code that you are required to provide in the commercial
documents. If tax or customs duties apply you should be informing you e-commerce
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customers about this from the very beginning. That may be an important factor determining
whether you will make a sale or your customer will choose another e-shop (additional fees
are covered by the buyer or the seller as stated in the e-shop’s shipping and delivery policy).
If you will be sending notifications to your international customers, make sure that these
messages are sent in your customers’ language, to make sure they are available under the
address when their order is scheduled for delivery. Tracking codes will be helpful for this
purpose.

Source: https://pixabay.com/illustrations/ecommerce-shipping-globe-trade-map-3688436/

LOCAL CASE/EXAMPLE
Case e-commerce product presentation
Good product presentation is a determinant of selling across borders. In order for ecommerce SMEs to be successful on international markets, they must ensure decent quality
of pictures, proper product positioning and all possible variants of the offered product. The
mentioned are often at equal importance as the pricing – otherwise consumers will be
choosing your competitors, who will be growing their business as a result of your mistakes.
On the example of a commerce business from Poland, which started from reaching local
clientele and now operating internationally, find out about good successful online product
presentation.
The company selling cosmetics, known under the brand Inglot, started its business in
Przemyśl (south-east of Poland), where production is continued until now. Inglot is an
example of a company other than most Polish companies that went international – as they
will first we working to be successful at the domestic level, only then to expand to
international markets. Inglot decided to go directly from local market to European market
and now being on the international market. With the development of online sales, Inglot is
more than a cosmetic model. It is also a benchmark for many Polish companies that are
considering to start growing cross-border and online. It uses simple ways of presenting its
offer, but in line with the most important features (described in the sub-module). You will
find that the products are well categorised on the website. There is a clear navigation panel.
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Graphical representation is thought over in order to expose all the essentials of a product
(e.g. specific colour and bottle shape in case of a nail polish, or a smear of lipstick to show
the colour). All available variants of the product are provided and recommended
complementary products are offered. Alternative photos are available for new in products.
Also, the size compact products are presented in their real size, i.e. making it easier to visual
it (see image below).

Source: https://inglot.pl/inglotlab/1355-krem-pod-oczy-all-in


lesson learnt from the case from a point of view of SME internationalisation

Very important in e-commerce is product presentation, as most e-shoppers will be buying
with their eyes, only then considering the pricing, parameters and other options (20% of
buyers leave a webpage if product images are missing). With e-commerce a suggested
action to take will be browsing the website of your competitors to see how they are
presenting their products.
Case study source: Inglot e-shop
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
4.3.1. Most online shoppers buy with their eyes, which implies the visual aspect of
product presentation becomes an important factor in the process of preparing product
descriptions.
4.3.2. For delivering effective online service strategies it is recommended to check what
solutions your competitors are using. You will be able to verify own choices and make
efforts to offer something more which will position you higher than your competitors.
Remember to compare yourself with competitors that are targeting the same market as
you are or offering the same product (s), as strategies will differ by location and by
sector.
4.3.3. Shipping internationally normally means setting a fixed rate from your carrier,
which your customer will be interested in finding out.
REFERENCES
Mobile Payment Report 2017 by pwc: What customers really want:
https://www.pwc.de/de/digitale-transformation/studie-mobile-payment-report-2017.pdf
190

Turning Browsers into Buyers Guide by InRiver:
https://www.inriver.com/resources/turning-browsers-to-buyers/
PayPal Cross-Border Consumer Research 2018, Global Summary report:
https://www.paypalobjects.com/digitalassets/c/website/marketing/global/shared/global
/media-resources/documents/PayPal_Insights_2018_Global_Report.pdf
EXTERNAL RESOURCES
Available in English:
https://www.wmegroup.com.au/e-commerce/the-importance-of-including-greatproduct-images-in-e-commerce/ - The Importance of Including Great Product Images in ECommerce
https://demoduck.com/blog/ecommerce-video-online-sales/ - 11 Reasons eCommerce
Video Can Help Sell Online
https://www.quora.com/How-can-I-create-360°-product-photos-for-a-website - How can
I create 360° product photos for a website?
https://www.nchannel.com/blog/ecommerce-delivery/ - Why Your eCommerce Delivery
Strategy Is More Important than Ever
https://www.bigcommerce.com/blog/ecommerce-shipping/#shipping-solutions-forecommerce-sellers - Ecommerce Shipping: Your Step-by-Step Guide to Shipping
Profitability
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Module 5. International Open Innovation
by Ewa Kopczynska, Daniela Marta & Mihaela Breaz
5.1 International open innovation - introduction
SHORT DESCRIPTION
Open innovation is not only one of the most recommended strategies to accelerate SME
growth and help them overcome typical resource limitations but can also facilitate and
increase success probability of internationalisation. Despite its high potential to stimulate
SME growth, SMEs still rarely take a full advantage of open innovation. In this section you
will learn what international open innovation is, why it can be of value for your SME and
how it can contribute to your internationalization plans. Further, we will look at what
challenges you should be prepared to face applying it into your growth strategy.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to:
- Understand what open innovation is and how can you use it to overcome SMEs
barriers to internationalisation
- Understand what kind of benefits you could obtain by engaging in open
innovation.
- Define whether international open innovation can be of strategic interest for your
SMEs growth strategy.
- Identify main challenges for implementation of open innovation model into your
SME internationalisation strategy.

5.1.1. Open innovation and the role of interaction between SMEs innovation and
internationalization
There are two common paths for growth of enterprises – innovation and internationalisation.
Both processes are strongly knowledge dependant and can be defined as learning processes
that are in the core of entrepreneurial development. Those are the common drivers of growth
for modern firms across all industries. Innovation and internationalisation are in the strongly
competitive global market common pillars for sustainable growth strategies and
competitiveness for companies of all sizes and in all industries.

Increased expectations of customers, complexity of products and innovation, shortening of
product life cycles and facilitation of knowledge flows by new communication technologies
increase competitive pressures across the globe and forces companies to look for ways to
provide unique value to customers on a broad scale and in a fast pace, through innovation
and internationalisation. For SMEs those processes are however difficult to execute because
of, among others:
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-

Limited resources, contacts and access to quality information,
Limited opportunity to recruit specialised human resources,
Limited projects portfolio that decreases the possibilities to spread the risk of strategic
innovation and/or internationalisation projects.

Open innovation is one of the main methods to overcome the SME limitations. It allows
accessing additional resources and decreases the risk of not-meeting requirements of
international markets. Open innovation assumes that relevant knowledge is broadly
distributed across different organisations within economic environment and that
organisations can grow more efficiently by collaborating and sharing their knowledge.
Companies taking advantage of the open innovation approach, instead of focusing on
comprehensive development of the market and technological knowledge required for
expansion internally, look to:
-

acquire the knowledge from external partners that already has developed it, or
develop it commonly with partners that have resources and/or capacities missing
within the SME.

So, whenever you feel that your firm is not capable to meet the challenges of needed for
growth internationalization strategy, open innovation can be the answer.
Open innovation can allow you to access resources of external organisations such as
knowledge, networks, customer base, equipment, as well as share the risks of new entry or
new project development with other partners. That way your SME can overcome its own
barriers to internationalisation and accelerate the process of global expansion.
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https://pixabay.com/illustrations/background-data-network-web-3228704/

5.1.2. Different ways to engage in open innovation
SME can take advantage of open innovation to internationalise within 3 models:
1. In outside-in open innovation, SME can obtain external knowledge generated by its
partners. First-hand knowledge of specific foreign markets, specific legal and
technological requirements, data on customer behaviours or preferences or technical
knowledge required to optimise the product for specific market can significantly
decrease the costs and time required for entry and product adoption and strongly
increase success probability.
Engaging a partner with local market and complementary industrial knowledge or
resources can also result in inflow of new opportunities for joint product
development, especially spotting and responding to gaps existing within the specific
market.
2. While absorbing knowledge from abroad is the most common form accelerating
internationalization, SME can also “export” their knowledge to outside within the
inside-out open innovation model. It allows creating opportunities to generate
additional profit from internal ideas and technologies that were generated within your
organisation, but your company does not look to commercialise. Transferring it to
firms willing to use it in their business can bring benefits to both sides. Similarly,
licencing your products or ideas to markets you do not have capabilities or strategic
interest to pursue, can help you to maximise your global return within your products
lifecycle.
3. In many cases, organisations look for mutual knowledge exchange and building a
partnership with high value of added knowledge for both/all partners. That leads to
creation of strategic alliance contributing to exchange of ideas, resources and mutual
support for building strong market position and product development that are usually
in the centre of open innovation concept.
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https://pixabay.com/pt/illustrations/escolha-seta-ponto-de-interroga%C3%A7%C3%A3o-3183317/

Simplifying, open innovation is based on creating a network of partners that will be a source
of external knowledge and/or will allow you to externalise your knowledge to bring additional
benefits to you and your partners.
Be aware!!! Open innovation strongly differs from open source. In contrast to open source it
is not related with free knowledge. Open innovation typically implies payment of licence fees,
as well as other financial agreements (i.e. equity).
5.1.3. Open innovation benefits
Knowledge of technologies, processes and markets is a key factor for your SME competitive
positioning. This knowledge is increasingly specialised, dispersed and uncertain when
companies try to internationalise. Firms are not able to access all resources and knowledge
they need to decrease the increasing uncertainty. However, SMEs must look on
internationalisation and innovation nowadays not as a strategic choice, but as a strategic
necessity to ensure sustainability and growth in the long term. Therefore, firms need to build
links with other companies and organisations. The greater extend of SME effective links with
other companies, organisations, providers, clients in different national contexts, the greater
the ability and flexibility to compete in the global market.
While open innovation brings new requirements for SMEs, it has a broad number of benefits,
especially related with decreasing its resource – related limitations:


distributed innovation network allows all to access different capabilities, technologies,
market knowledge, provide access to numerous innovation systems and broader
human and financial resources base. It allows to generate not only a global level
application complex ideas with higher global potential, but it also provides
international reach for the partners that shorten the time to market, improves
partners reputation and probability of first-to-market advantage.
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international open innovation can be a source of access to cutting edge on a global
scale technologies which are not commonly available locally. Spreading the research
efforts not only provides access to external resources, but allows to incorporate broad
diversity of visions that not only generate higher level of innovation, but also produce
knowledge and products responding to global rather than only local challenges and
requirements. Furthermore, by engaging in international open innovation SMEs can
participate in development of break – through innovation in their industry or engage
in top level multidisciplinary projects.



to compete in a global market SMEs need to build a unique competitive advantage.
While they commonly struggle with poorer managerial and financial resources,
generating unique knowledge in the process of open innovation can be the key asset
to achieve competitiveness in foreign countries. The complex character of knowledge
flow within open innovation often results in highly unique complex and often
randomly generated knowledge that can become a source of sustainable and highly
difficult to replicate competitive advantage. Moreover, international open innovation
is a source of new economic revenues from joint market and research activities.



open innovation can be a way to identify and exploit international opportunities based
on your partners knowledge. Your initial international knowledge network can be a
source of further information regarding potential knowledge partners abroad
(competitors, suppliers, consultants, associations etc.). Evaluation of products or
product idea by foreign partners can lead to significant improvement or upgrades in
your offering. Practice in knowledge intensive SMEs in Lithuania shows that even
though the analysed firms focused on local partners for R&D activities, it was the
foreign partners that were the most important source of ideas for implementing
innovative projects in both, local and foreign market. Building or joining
internationally distributed knowledge network can help to develop portfolio of
international relations, faster adapt to foreign market, get access to quality partners
across your supply chain and help you better and faster evaluate the potential of
opportunities provided by the international market.



engagement of proper partners contributes to increased quality and diversification of
products and services portfolio that could be offered to customers. That can
significantly increase the value for customers. Exposure to new external ideas can be
an engine for new product and process technologies. Engagement of foreign partners
decreases the competitive pressure between organisations and may increase the
openness of partners to exchange knowledge within the network.



partnering with companies with local experience can help you decrease the liabilities
of newness and foreignness (i.e. the time and risks required with learning the
unwritten market and administrative rules in the country), access strategic local
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resources and build your market position on/or next to locally establish brand. Joint
product development, commercialisation and/or internationalisation allow to
distribute the costs and risk of those projects across the partnership.


international open innovation allows you to access and implement knowledge located
anywhere in the world and allows you to potentially employ your knowledge in any
geographic context. Exposure to external knowledge helps to increase the knowledge
base within SME and its overall learning and growth capacity. It allows you to
constantly develop your networking capacities and relational capital. Among others,
interacting with foreign partners in the scope of knowledge exchange allows you to
develop better understanding of cultural and organisational differences. This way you
will be more aware and capable to address related with it challenges in the
internationalisation process. It will also contribute to better understanding of the
foreign end customer behaviours and the market itself.



using local partners to “export” your knowledge or product can bring you financial
benefits, as well as increase the visibility and recognition for your organisation and
products without the need to advertise it by your own resources.



internationalisation of research and development activities allows to approach foreign
markets with lower transactional costs and decrease the risk of failure. Locating
knowledge related activities abroad may allow access to local human resources and
raw materials, as well as shorten delivery time to the market.



product innovation encourages SME export activities and engagement in open
innovation. It leads more commonly to pursuing intensive international expansion
than internal innovation processes. Furthermore, often innovation-oriented
collaboration with foreign partners results in initially not intended internationalization
to the foreign markets. Developing the ability to access and effectively benefit from
geographically dispersed resources increases SMEs internal capacity to identify
opportunities and face challenges of internationalisation.
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5.1.4. When open innovation is crucial for SME?
Open innovation is of crucial importance for SMEs which need to compete in the modern
increasingly knowledge-cantered market. It is the most straightforward way to overcome
typical SMEs limitations for local and international growth. However, strong misconceptions
around the concept are serious barriers that often prevent engagement of SMEs in open
innovation on both, national and regional scale. First and foremost, as you already learned,
open innovation commonly aims at profit generation. Furthermore, it is not a mechanism that
is created for neither the most relevant for big corporations. While multinational corporations
broadly benefit in last years from more collaborative approach to generating knowledge,
innovation and market commercialisation on a global scale, it is SMEs, and especially small
companies, that have the most to gain from incorporating external sources of knowledge in
their strategies. With limited available resources and increasing market competition,
innovation and internationalisation becomes a must for SMEs, especially those located in
small local markets that cannot provide growth opportunities. Practise has shown that the
most important differentiating success factor for SME internationalisation nowadays is how
well the company is connected to foreign partners, customers and suppliers. Therefore,
together with increasing speed and complexity of innovation across all industries and
increasing potential of open innovation for internationalisation, opening up for partners is
becoming a must for SMEs. Moreover, SMEs can potentially obtain greater benefits from
open innovation than large firms due to less bureaucracy they need to face, higher willingness
to take risks and faster ability to react to changes. Last, but definitely not least, there is a
common association of innovation and open innovation with high-tech projects. Meanwhile,
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all industries to meet customer demand, solve industry problems, improve processes,
develop new products or adjust them to specific of different national markets need to
innovate. Innovation is required not only to grow, but just to survive in a long term in every
industry nowadays. From the other side, SMEs face limitation in resources that rarely can be
devoted to R&D activities. Therefore, open innovation becomes especially essential for SMEs
in traditionally low-tech or no-tech industry. It is the firms without internal technological
capacities that can gain the most from developing knowledge and innovation within
partnerships.
Therefore, while the current market will require in general engagement of SMEs across all
markets and industries in open innovation to compensate for the lack of internal knowledge,
resources and capacity, there is a number of situations when open innovation can be
especially important for your SME:






if you operate in a traditional industry with low level of R&D capabilities and you don’t
have sufficient resources to establish effective innovation processes,
if you operate in industry with a short product life cycle - to keep up with new
developments and quickly identify new product and new market opportunities,
if adapting or developing new product or process will require cross-disciplinary
dispersed knowledge,
if your product has a short life-cycle and is facing strong risk of fast intensification of
price competition,
when the internationalisation barriers cannot be effectively off-set by the
organisations of SME support within your national innovation system.

https://pixabay.com/pt/illustrations/mudan%C3%A7a-rel%C3%B3gio-tempo-novo-come%C3%A7o776682/
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5.1.5. International open innovation challenges for SME
While open innovation importance for SMEs competitiveness and survival is constantly
increasing and there is a very broad list of benefits from open innovation for SMEs, effectively
incorporating international open innovation in SME strategy is a challenging task. Often one
of the first challenges for SME is actually to realise that they may benefit from open
innovation and that open innovation can be a viable strategy for them.
Next to the common misconceptions discussed in the previous section, SMEs are often
managed by entrepreneurs strongly focused on day to day company activities and not being
able to follow carefully fast changing market or do not possess sufficient experience with
strategy development. Therefore, they often do not realise that with increased market
globalisation, digitalisation and rise of new developments which disrupt current business
models and markets (such as i.e. Internet of things), SMEs need to constantly reinvent their
businesses to remain competitive. Therefore, commonly the first challenge for any SME is to
realise that they actually must adapt to survive, especially trying to build international
presence.
After realising the need for looking into knowledge and its commercialisation as a strategic
resource for the company, many managers decide to develop knowledge and innovate
internally. However, with the limited SMEs resources, SMEs often fail to effectively innovate
and gathered knowledge required for global expansion on their own. Especially if you consider
low- or no-knowledge intensive SMEs, despite investments in organisational changes, they
often fail to identify growth opportunities, provide new solutions in time or run out of
resources beforehand. So, the second challenge for your SME will be to properly identify what
type of development strategy will be most beneficial, whether required knowledge and
innovation should be developed internally or in collaboration with external partners.
Collaborating with external partners will require adaptation within your SME. The challenge
includes not only developing open mindset and relational capacities within the organisation.
Open innovation requires from management strong skills in network management and
balancing their managerial attention between the firm and network objectives. To benefit
from external knowledge, you will also need to develop the ability to absorb it and make a
commercial use out of it. Therefore, open innovation will require a strong focus on learning
and capacity building within your company.
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Entrepreneurs that already decided to open their company to open innovation commonly
tend to cluster in innovation networks on regional scale, as identification and collaboration
with partners beyond the home market is considered time consuming. However, when
internationalising it can be highly beneficial to internationalise the SME network, especially
across the firm value chain. Furthermore, open innovation on the international scale can be
to some entrepreneurs more comfortable choice when they see local players as their
competitors and have low level of confidence in the local knowledge networks. Especially
then, investment of the time in international level open innovation will be unavoidable.
Despite that, SMEs commonly limit themselves to local clusters. Cluster while can bring
benefits for SME strategic networks in a process of internationalisation can lead to so called
lock-in effect in which the inclusion in cluster isolate SME from external and profitable sources
of knowledge.
That also brings the managers to the point in which they need to decide to put their priority
on either local level or international level knowledge network. Taking into account SME
resource limitations, SMEs are not able to maintain numerous networks. Strong relational and
network management skills will be required together with prioritisation to sustain few
relevant for SME networks. Therefore, the choice between the national and international
level open innovation is another challenge to be faced.
But, the main risk is associated with the theft of intellectual property in global knowledge
networks. Especially collaborating with large companies, SMEs are exposed to the risk as they
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have fewer resources and limited intellectual rights protection expertise. Effective
management of intellectual property issues is crucial for identifying useful external
knowledge and for capturing the value of the firms own intellectual capital.
Furthermore, managing international knowledge network is a complex task. It requires
capacities to orchestrate the relations to ensure a win-win situation for all involved and
account for gaps between partners objectives, culture, time-horizon etc. Otherwise the
partnership longevity and healthy relations between partners are at risk.
While there is a number of challenges associated with engaging in international open
innovation, practice shows that the effort can be especially a good investment for SMEs. In
the next submodule we will present strategies for international open innovation that will help
you address the challenges and risks associated in the process.
LOCAL CASE/EXAMPLE
Agri MP - Portugal
Agricultural sector in Portugal is mainly based on small to medium-sized family-owned
farms. The distribution model for farming products is traditionally based on a complex chain
structure including, cooperatives, associations, distributors, wholesalers, retailers and
other brokers. That strongly influences competitiveness of Portuguese agricultural
products and incomes of farmers. To respond to that issue, Agri MP developed Agri Market
place that connects farmers directly with buyers. The solution is a B2B digital market place
that aims to match supply of agro-production directly with demand, significantly shortening
the distribution channels.
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To break the traditional model of agro-alimentary sector in Portugal and beyond, Agri MP
needs to face a number of challenges. Those include the need to break highly traditional
approach to agro distribution in Portugal and other European countries (especially on the
side of the farmers), farmers limited technological and business knowledge and the critical
importance of ensuring quality transparency for buyers. That requires that their solution
not only provides the point of contact for sellers and buyers, but that the platform will also
simplify the selling process, take over a number of intermediary processes (as ensuring legal
and logistic support) and ensure quality transparency. The challenges increase further
together with internationalisation of the business. To develop effective solution, Agri MP
built a multidisciplinary team combining knowledge of farming, entrepreneurship, business
and industrial management, IT, marketing and more.
Despite the broad range of competences within the organisation, Agri MP team was well
aware that reaching their ambitious objectives of disrupting agro market on international
scale will be more realistic with engagement of external knowledge partners. In the first
place SGS specialising in quality certification supported the team in establishing quality
standards for product descriptions. To make it user friendly specific parameters has been
clearly predefined to allow generating a quality description of the offer in a user-friendly
way. From the other side the data needed to be specific enough to ensure that the product
comply with highly specific buyers’ parameters. The knowledge of quality requirements
provided by this external partner allowed to build specific competitive advantage which
comes from the final transparency of the offers within the marketplace.
The company from the early stage planning internationalisation made sure that they have
access to international level knowledge provided by strategic partners. Their strategic
partners cover a range of firms with complementary knowledge including Quality
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Certification Company (Switzerland), Global scale Legal Services Provider (Spain), Logistics
and Transportation Partner (Portugal) and Payments Provider (France). They are not only a
source of complementary services for their customers, but are the source of quality,
knowledge and foreign links for the business. Engagement of strategic partners across their
value chain not only helped to increase the value of the offer to customers, increase
opportunities and spread of internationalisation, but also allowed Agri MP to overcome
barriers to internationalise on European and global level – the legal, cultural and economic
differences, as well as the nationally established barriers to enter by foreign enterprises,
which the company encounter within the European Single Market Zone.
Despite the strong challenges, Agri marketplace using its open innovation strategy
expended currently beyond Portuguese market to Spain and France and is currently
expanding to United States and Brazil. At the moment their range of operation covers
grains, dry fruits and cocoa, but together with company learning, new products are being
added to the product portfolio.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Key tips/takeaways:
1. Open innovation allows SME get required knowledge from external partners. As
an SME you can use it to compensate for your lack of internal resources – research
capacities, sufficient staff or lack of time or money. It can also bring you additional
profit if you developed knowledge that you do not plan to commercialised in your
company.
2. Open innovation is based on network approach and ability to develop value from
knowledge. Therefore, network management is crucial to obtain external
knowledge or technology, but business model knowledge is needed to build a
mechanism for generating economic value and commercialise it.
3. Open innovation is based on knowledge sharing, but the knowledge does not
usually come free. It is commonly related with licence fees or other financial
agreements, such as equity deals.
4. Open innovation is especially beneficial for SMEs. Its high value come from its
ability to overcome typical barriers to internationalisation and innovation, as i.e.
limited resources and access to quality information. Open innovation can bring
you especially high value if you operate i/ in a traditional industry where SME do
not commonly have internal research capacities, ii/ in industry where products
have short life-cycle, iii/in economy that do not have effective institutional
support for SME, or iv/ based on products requiring cross-referencing knowledge
from different areas.
5. After you realise that open innovation is a relevant strategy for you, you will need
to develop a proper open innovation strategy. But for the strategy to be successful
you will need to develop open culture of learning and capacity building inside of
your company to ensure that the external knowledge will be absorbed and
integrated.
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5.2. Facing challenges of international open innovation – strategies and management
SHORT DESCRIPTION
In this submodule you will learn how to build strategies for international open innovation
and how to manage it to reach the benefits of international open innovation in your SME.
You will learn what kind of partners you may consider as a knowledge source and how such
a partnership can be structured. The content will help you understand how to design and
manage your international knowledge network, what challenges you should expect on the
way and what capacities you need to capitalise on international open innovation benefits.
LEARNING OBJECTIVES
Upon completing the sub-module, you should be able to:
- Understand what the main pillars and success factors of international open
innovation strategy are,
- Define relevant partners characteristics depending on your strategy,
- Understand how to build and manage your knowledge network,
- Identify the internal capacities that your SME need to develop to successfully
benefit from open innovation strategy.

5.2.1. Why open innovation strategy can be the right choice for SMEs looking to
internationalise?
If you are EU SME, independently whether you work on local or international scale you are
most probably facing strong price competition from large firms and/or low-labour-cost
countries. Your scale of operations is probably limited. That makes it very difficult to
effectively compete with large scale players on the price level, especially on international
scale. SMEs rarely can also afford to invest in long term growth strategies typical for large
companies. Therefore, SMEs need to look for alternative strategies. They commonly need to
carefully juggle their scarce human and physical resources to reach their strategic goals.
Your SME capability to compete and grow is usually a sum of yours and your team
competences. To increase this ability, you should learn how to engage and absorb available
external knowledge and complementary capacities. Thanks to modern long distant
communication mechanisms, it is easier than ever to access knowledge for
internationalisation from external sources and use it to support your internationalisation
strategy. That will help you to successfully face challenges of internationalisation especially if
you do not have a strong previous track of experience in international environment.
Think about all the information you need to establish your international marketing strategy
or business model. Making best decisions for market selection, product development and
customisation, testing, manufacturing or commercialisation requires absorption of maximal
amount of knowledge from participants in the specific market. As soon as you decide to
internationalise, your demand for knowledge will significantly increase (especially the need
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for external information about unknown markets). It makes the open innovation strategy
especially appealing and potentially beneficial for internationalising SMEs.
So, your success on international scale will depend from two aspects:
1.

How valuable and innovative is your product for your customers,

2.

How well are you able to establish and take advantage of collaboration and
networking processes.

Networks provide learning opportunities and make gathering market information and access
faster and more efficient through contacts with customers, suppliers, institutions,
governments, distributors and competitors from different markets and cultural and
institutional bases. But they can be much more significant than that. By building strategic
alliances or joint ventures you can access not only knowledge, but also tangible resources,
access to markets that could be out of your reach (i.e. due to trade restrictions), distribution
systems already in place or you can share your risk of internationalisation. Your network and
the ability to obtain, absorb and commercialise its knowledge and resources can become
your competitive advantage and key resource for successful internationalisation.
To use open innovation strategy to your advantage you will need:
-

openness to partnerships,

-

good connections to foreign partners, customers and suppliers,

-

the ability to obtain and absorb knowledge from international knowledge networks.
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https://pixabay.com/pt/illustrations/comunica%C3%A7%C3%A3o-ponte-pessoas-vida-73331/

5.2.2. What kind of partners can be the best source of knowledge for your
internationalisation and how can you obtain the knowledge you need?
Realising that open innovation is an important option to look into, while working on your
international growth strategy, is the first step to accelerate your internationalisation. But how
can you implement it in your SME?
In open innovation mode you get involved in knowledge networks that may involve
international partners. As shown in the previous modules, with internationalisation, the need
for external information increases. It will require changes in your networks to make sure the
networks add value to your internationalisation process. The need for broader inclusion of
foreign partners seems obvious. But what kind of partners should you look for?
While universities and research centres are the common association of knowledge partners,
the list of potential partners is in fact much broader, including:













Suppliers,
Consultants,
Industrial partners,
Customers,
Competitors,
Other companies (i.e. providers of complementary solutions),
Business associations,
Chambers of commerce,
Consultants,
Science and technology parks,
Investors and financial industry,
Universities.

Importance of different types of partners will differ between industries, economies and
strategic objectives (see next section). However, you should anticipate your knowledge needs
much in advance. Think what kind of knowledge you will need or could benefit from in the
future and try to identify and build ties with partners that can be a source of it. Look directly
for partners that can have such knowledge or for those with networks that could be of interest
to you. Defining your knowledge needs and their potential sources should not be left to last
moment. Getting access to knowledge in advance will allow you grasping possibly incoming
opportunities in advance. (For more information on how to build international network see
our module on Networking – link….).
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https://pixabay.com/pt/illustrations/m%C3%A3os-puzzle-compartilhar-itens-1697896/

You can access knowledge based on both, formal and informal links to other firms, institutions
and customers. Knowledge flows to SMEs are often a result of:





Joint project applications,
Consulting on each other’s projects by industry partners,
Consulting by external experts – consultants, science parks etc.,
Location in specific cluster,






Joint venture or joint research,
Informal knowledge exchange with suppliers, customers and other market participants,
Trade fairs,
Purchase of licence.

Depending on your knowledge needs and strategy, you can define which of those forms would
be best for you to reach the knowledge and objectives your company aims at. However, your
strategy to access external knowledge doesn’t need to be very complex. SME learning can be
obtained as easy as just by exposure to different markets or interaction with international
network. Engaging on international level in non-formal communication will already bring you
increase in your internationalisation knowledge base. Try to identify opportunities to interact
with specific foreign market before you decide to target it, i.e. such as participation in local
trade mission or even meeting with foreign business representatives in your own country.
Those may provide you opportunity not only to gather information, but will help you better
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understand local business culture and get a better ‘feel’ of what to expect from the local
business environment. Use each moment of exposure to foreign organisations as an
opportunity not only to learn and gather information. Use it also to evaluate their potential
importance for your future knowledge network or to identify other organisations in foreign
markets that can be relevant to you. Even when you don’t see relevance of specific foreign
organisation or person, engaging in interactions can help you test and develop international
networking capacities. You will need your personal international networking skills to build
relevant knowledge network. The network relationships of internationalising firm, especially
in case of SMEs, are commonly based on strong social and personal links. So, you need to
invest in building relations and developing your skills in the area. And remember, practice
makes perfect. If you don’t know where to start, just ask about how it is to run a business in
a specific country. If you prefer to go straight to the point, describe very briefly your offering
or a new project idea and ask for opinions whether foreign individual would see it as a good
fit for their local market. Those very basic approaches can be some of the simple ways to get
valuable information at the start of the process.
So, whether you are already looking to internationalise or you are just considering it for your
future growth strategy, building your personal international knowledge network is an
important investment. In practice, SME commonly capitalise on pre-start up international
experience. Therefore, having your own or your teammates previous international experience
base can help you speed up the process. So explore international networks within your team
and if you are planning to increase your team to support your internationalisation, look for
individuals with international experience, especially if they can provide links to potentially
relevant external knowledge links.
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5.2.3. How to build innovation network that will contribute to international growth of
your company?
While networking is a crucial activity to build international innovation network, a proper
strategy to establish and manage it will decide on how much value you will obtain from it.
But how the process looks in practice? The most common paths that the SMEs that were
successful in using international open innovation took were 1/ non-formal contacts with
partners across SME value chain (suppliers, consultants, industrial partners etc.), 2/ building
strategic contractual agreements or 3/ minority equity co-ownership. Whom should you
engage with and what form the knowledge flows will take will depend on the industry,
strategic objectives, as well as of the existing institutional environment in your area.
Non-technological SMEs – suppliers
For non-technological SMEs, suppliers are a common choice for a partner and can provide
you with the strongest impulse toward internationalisation and support in the process. Nontechnological SMEs can benefit also from engagement of customers and consultants. But in
non-technological sectors, such as, in example textile or food industry, building knowledge
links with leading suppliers and suppliers of machinery are usually your best shot at getting
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external support for your internationalisation. After all, your growth will benefit directly your
supplier as well! You can support your internationalisation by engaging your suppliers, as well
as customers in non-formal exchange of knowledge required for decision making or you can
seek their opinions on different options you are considering. But in case of suppliers, you may
also engage them in common development or joint internationalisation projects.
Independently from the type of the partner you are engaging with, the model should always
aim at building a win-win situation for partners. It not always needs to be based on financial
arrangements. In many situations, companies can benefit from mutual consulting on each
other’s projects.
Why in traditional not-knowledge intensive industries the companies most often look for
support of partners across the supply chain? Such a collaboration is not only easier to
establish, but also much less costly. In such collaboration you may easily find alternative ways
to obtain value for all involved beyond payments for the expertise. After all, it is much easier
to create a win-win situation within supply chain due to aligned objectives. Then you can save
your precious financial resources and/or equity on such a strategy.
How to design a win-win situation for your supply chain partners? The example of Devan
Chemicals (Belgium) shows just one of the possibilities. The company which strategy is
strongly based on collaboration with knowledge partners, typically collaborates with its
corporate clients for their innovation. For involvement in bringing the product to market, the
customer receives one year exclusivity for this specific market. It is granted under the
condition that it will sell a predetermined minimum amount of this product within its market.
Unfortunately, in internationalisation scope, commonly only B2B SMEs can effectively benefit
from customers support at the expansion stage. Access to final customers is commonly not
only limited by distance and legal issues, but also by often intermediation of the process by
distributors. If you are not a B2B SME, optimising and engaging with suppliers should be your
first priority. But always remember creating a win-win scenario should be a base of your
sustainable international open innovation strategy.
To optimise your strategy, you need to remember that your supply chain is a crucial part of
your network! Therefore, when you decide to internationalise make sure that your supply
chain and especially your suppliers are fitting your strategy. Verify whether they will provide
you sufficient efficiency, will meet the required standards and production capacity and will fit
your changing strategic objectives. Your internationalisation can benefit from increasing the
internationalisation level of your network by improving international scope of your supply
chain. Approaching in a non-formal way your supply chain partners to exchange information
can in the first place help you understand whether they will continue to be a valuable element
of your supply chain in the internationalisation process. Defining it, should be the first step
before considering their further engagement in any international open innovation project.
212

Always remember that suppliers can be not only providers of components or machinery, but
also sources of knowledge or network access. They can be especially important if you decide
to join forces and share a risk of entering high risk economies. Those aspects can especially
make a shift of supplier a step worth considering, even when the cost structure of your
product or the initial value to customer will not improve.
How about external to supply chain partners? Usually, financial resource limitation decreases
non-technological SMEs chances to benefit from purchasing attractive licences or consulting
services. University and research centres, while could bring especially high value to notknowledge intensive industries which do not possess their own R&D capabilities, commonly
prefer collaboration with large highly recognised companies and collaboration with
traditional SMEs is commonly obstructed by purpose, orientation and cultural barriers.
Especially in Northern Europe, SMEs can benefit from support of international research and
advisory centres which can support the SMEs needs for “low-cost” specialised consultancy
regarding export, marketing, innovation and technology or product design, finance etc. The
model is however not commonly available across Europe and not often used by traditional
SME. More commonly SMEs can benefit from more generalised “low cost” consultations
provided by business associations and chambers of commerce. However, their services are
commonly focused on low frequency and low duration consultations for brief advisory
problems. Those organisations can be though an intermediary useful for identifying
knowledge partners abroad that will be relevant for your organisation.
Knowledge intensive SMEs – competitors, research organisations, suppliers & customers
If your company is knowledge intensive, the network effect has even greater importance.
Innovation-based international competition requires inclusion of a broad knowledge base.
Therefore, knowledge intensive SMEs are strongly dependant from their knowledge
networks, but also usually more open to build complex network configurations. Due to the
strong need for high level expertise, knowledge-intensive SMEs commonly engage in
knowledge exchange with direct and indirect competitors. Moving from competition to
collaboration-based strategy, including both internationalisation and innovation efforts, may
seem risky, but it is a proven strategy to face international expansion in knowledge-intensive
sectors. However, if you are from a knowledge intensive SME, collaboration with competitors
can be complemented or replaced by other knowledge partners. In many countries,
knowledge-intensive SME commonly collaborate with universities and knowledge centres.
Universities are more often interested in collaboration with knowledge intensive SMEs
making it easier for you to engage in such a collaboration. Universities often recognise the
benefits of joint research, including not only the financial ones, but also the possibility to take
part in break through innovations and access to equipment and technologies often lacking at
university campuses. So, underlining such potential benefits you could provide to researchers
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may open you access to such partnership. Such collaboration across borders is still rare, but
positive examples exist. Jaga is a British producer of heating appliances with strong focus on
innovation. Their establishments include test facilities allowing to simulate different weather
conditions to calculate heating time and costs. The firm decided to allow scientists to access
the lab. It allowed them to obtain early view at current academic research leading to
competitive advantage. But collaboration with foreign scientists also led to new
collaborations with construction firms worldwide.
However, as a knowledge-intensive SME, you should also build strong ties with technology
suppliers which need to provide you with knowledge regarding the technologies used and
with customers which will provide you feedback regarding product. Knowledge-intensive
SMEs can often attract significant financial investments. That can allow you not only to
develop your R&D, but also obtaining external knowledge from consultants (i.e. marketing
and legal support) or purchase of licences to accelerate your international growth and
conquer specific markets before competition.

https://pixabay.com/pt/illustrations/cooperar-colaborar-2924261/

5.2.4. How to manage innovation network?
You decided that you want to implement international open innovation in your
internationalisation? Engaging with correct partners is just one of the steps required to
successfully take advantage of the strategy. So, what needs to be done to capitalise on
knowledge network? So once again in the first place:
1.

Find and carefully select correct partners.
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Correct partners are the key to unlocking the potential benefits of open innovation. They will
determine what knowledge you have access to, the potential to share risk and invest in new
concepts and whether you will be able to implement more advanced strategies that you
would not be able to tackle on your own. Be aware that in successful open innovation projects
you stick to your partners in good and bad times. Therefore, their selection should not be
done lightly. It should be a result of a search plan with specific partners criteria defined
according to your strategic objectives and needs. In the process avoid a trial and error pattern.
Make systematic evaluation of potential partners before contacting them. Take into account
their capabilities, market position, technological factors and behaviour patterns. But also try
to evaluate how they would react in a face of unexpected obstacles, need for additional
financing, what is their time orientation, risk aversion and whether they have a cooperative
mindset. Make sure that the organisation is able to fulfil the role you need them for, but also
that they share collaborative attitude and similar ambitions.
Beware that gaps in level of ambitions, time horizons and attitude to risk and investment
between partners may automatically lead to serious tensions or even break of the network.
The gaps can be managed. However, SMEs should carefully consider whether benefits from
inclusion of such a partner will compensate the additional investment in bridging the gaps
and the additional risk that such gaps bring into the open innovation. Moreover, in the
selection process you should also account for personalities of people representing specific
organisations. Those are highly important for quality of collaboration and effectively
obtaining the knowledge you count for from the organisation. The consideration should go
beyond the first person of contact. Strong personal relationship is important to avoid costs
and issues related with strong formalisation of collaboration. However, if you base the
collaboration on a single personal relationship you are risking that you won’t reach your
objectives if the specific person leaves or changes position within the organisation.

https://pixabay.com/pt/vectors/pesquisa-pessoas-sele%C3%A7%C3%A3o-encontrar-2831336/
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To obtain broader scope of possible partners and improve the decision-making process you
can look for help of intermediaries in that process.
Specific organisations can provide you support in the area:
>>> For Portugal <<<
AICEP - national organization supporting internationalization which helps companies of all
sectors identify international partners, by regions across the world http://www.portugalglobal.pt/PT/sobre-nos/rede-externa-aicep/Paginas/rede-externaaicep.aspx,
Portuguese Agro Food Cluster - food industry cluster with strong focus on internationalization
activities https://www.portugalfoods.org/
MOBINOV Cluster Automóvel - automotive industry cluster supporting internationalization
processes of Portuguese companies http://www.mobinov.pt/index.php/pt/;
Health Cluster Portugal - Associação do Pólo de Competitividade da Saúde - cluster supporting
businesses related with health area supporting internationalization of Portuguese health
sector http://healthportugal.com/;
Pool-Net Association - Portuguese Engineering
internationalization
support
in
http://www.toolingportugal.com/index.php?lang=en ;

&

Tooling
the

Cluster providing
area
-

Cluster AEC - Arquitetura, Engenharia e Construção - www.ptpc.pt; AED Cluster specializing in
areas of aeronautics, space and defense with strategic mission to support internationalization
and consortiums building http://www.aedportugal.pt/en/ ;
PRODUTECH - Production Technologies Cluster with strong focus on supporting cooperation
and internationalization http://www.produtech.org/
>>> For Lithuania <<<
Enterprise Lithuania - a non-profit agency under Ministry of Economy and Innovation
established to promote entrepreneurship, support business development and foster export.
The team at Enterprise Lithuania is a reliable adviser and assistant for start, growth and export
of national businesses with focus on SME’s. https://www.enterpriselithuania.com/en/
Kaunas Chamber of Commerce, Industry and Crafts - a non – governmental and a non – profit
seeking organization is one of the five chambers of commerce in Lithuania. Based on private
law with its main goal in supporting the development of companies’ economic activity and
representing, and defending the interests of business community. The community is
216

comprised of various businesses, and educational, and scientific, and high technology
institutions. https://chamber.lt/en
LINPRA - an independent business organization, representing Lithuanian engineering
industry, interests of companies, working in metal, machinery and equipment,
electromechanics and electronics, plastics and rubber industry on international and national
level. https://linpra.lt/en/
>>> For Poland <<<
Polish Investment and Trade Agency (PFR Group) https://www.paih.gov.pl/en
It supports both the foreign expansion of Polish business and the inflow of FDI into Poland.
The Agency implements pro-export projects such as the Polish Tech Bridges dedicated to
expansion of innovative Small and Medium-Sized enterprises. It actively works with leading
Polish sectors regarding foreign expansion and offer support for Polish companies on the
developing markets. PAIH is also responsible for the promotion of Poland at the incoming
World Exposition EXPO Dubai 2020.
Eastern Poland IT Company Cluster - It operates locally and nationally, consociating also
international companies. http://www.klasterit.pl/
>>> For Romania <<<
Clustero - the representative body of Romanian clusters and the main platform of
cooperation, exchange of information and support towards the development of the national
cluster landscape based on innovation and internationalization. This organization has 47 of
the most active Romanian clusters in fields such as: textiles, renewable energy, electronics
and software, machine building, wood and furniture, agrofood etc. http://clustero.eu
The Association ASTRICO NORD-EST - The Association ASTRICO NORD-EST includes producers
of yarn, knitwear, clothing and from other fields (furniture, packages) from the North-Eastern
development region of Romania.www.astricone.eu
West Regional Development Agency - trying to help the regional business environment
through the increase of the market competitivity of local companies, analyzed the relations
between local and foreign companies established in the Region and launched two cluster
initiatives. Creating support structures and networks which can supply some services to help
companies became more competitive, West RDA created cluster initiatives in two very
important domains for the West Region economy: automotive and ITC : regional Cluster for
Information and Communication Technology - West Region Romania,
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Tehimpuls Association - its main objective is to stimulate the regional economy and enhance
the competitiveness of regional enterprises through promotion of innovation and
technological development. http://www.tehimpuls.ro/en/
Transilvania IT Cluster - it provides innovation support services, internalization, facilitating
collaborative projects between its members and other companies or organizations in the
country and abroad. Transilvania IT follows Quadruple Helix model, and provide support for
open innovation in the open innovation eco-system as integrated system, together with local
and regional actors, public authorities, universities, research institutes and others.
https://transilvaniait.ro/en/about-us/
AgroTransilvania Clusters - The mission of the Agro-Food-Ind Napoca Cluster is to promote
cooperation and cooperation between business entities, the agro-industrial sector, academia
and research, as well as encouraging the competitive restructuring of the sector and ensuring
participation in multiple national, international. In this respect, members of the "Agro-FoodInd. Napoca Cluster" Association decided to join in supporting the development of the agroindustrial sector with the declared aim of supporting the increase of the competitiveness of
the association, as well as of each individual member, on the national market , but also
international.
>>> For Cyprus <<<
No support organisations in the area have been identified
>>> For Greece <<<
No support organisations in the area have been identified

2.

Ensure clear leadership and effective organisation

Innovation networks to bring economic benefits need to be managed. Traditionally it is the
initiator of the network that becomes responsible for the network management. In some
cases a different organisation can take or push for the central role. Especially large or
hierarchical organisations may put pressure to take over network management. You should
be clear who will be responsible for network management as it will impact stability of your
network. It can be also beneficial to share the leadership (zigzagging or rotational
management model). Shifting leadership to the organisation that has the strongest
competences in the most important at the specific planning period task can increase
effectiveness of the project management and of the overall project result. Leadership
rotations can also decrease the burden of leadership, making it more accessible especially for
smaller organisations. However, in any case, make sure that leadership is ensured at any
stage of the knowledge network existence and it is transparent for all.
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Network management needs in the first place ensure that each partner is better off by joining
the network and engaging in it than leaving. It means no more or less than ensuring that each
partner has significant strategic interest in the project, its specific elements or products,
access to resources or knowledge or offered compensations within the project. Partners must
also feel that the risks are shared. When the risks taken by partners are not similar
compensations for loses, investments and risks within the partnership may be established.
Why is it crucial? In knowledge networks helping your partners and making sure that they
perform to the best of their abilities is in your self-interest. Performance of each partner will
determine performance of the whole network and will impact your competitive position.
Therefore, in open innovation problem of a partner is also a problem for your company.
Jointly looking for solutions, including engagement of partners with capability to solve the
problem is in the interest of all. The network leader should be attentive to problems that
specific partners struggle with within collaboration and beyond and should support them in
identifying potential solutions or partners within the network that could be of assistance.

https://pixabay.com/pt/photos/rafting-whitewater-desafio-a%C3%A7%C3%A3o-661716/

3.

Make sure that arrangements and rules are clearly defined from the beginning.
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To manage knowledge network effectively you need to ensure that all partners understand
what are the rules of collaboration, what is the role of each of the partners, what kind of
engagement and results are expected. Make sure that the way to deal with new
opportunities, unexpected situations and conflicts is well defined and clear across your
network. Clarify when the collaboration aims to be finalised and how the outputs of
collaboration will be dealt with (i.e. exploitation plan and ownership of intellectual property
rights).

https://pixabay.com/pt/photos/perguntas-conselho-quadro-negro-2212771/

Some networks have very strict self-organisation rules to serve their strategic objectives. PRoF
is a Belgium knowledge network that commonly develops improvements in healthcare and
silver economy. To make sure that the network effectively reaches the set objectives their
organisation rules included:
-

Engagement of only complementary firms to avoid competition,

High level (90%) of non-for-profit organisations engagement to make sure that the
consortium focuses strongly on the needs of target customers,
To ensure high level of engagement, each of the manufacturers needed to be involved
at every stage of the project or could be replaced by a competing company,
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To avoid using the network just as a showcase, involved SMEs were required to
commercialise the project within six months.

4.

Ensure regular interactions.

Independently from the form of your knowledge exchange, knowledge network to work
needs to be active regularly. Lack of interaction in a long term will decrease the network
strength, partners’ commitment and dissolve links within the network. More, those
interactions need to produce visible results or the participants will lose their interest in
further engagement. Basic system to facilitate engagement in project-oriented networks is
based on setting specific clear tasks and deliverables before and after each meeting. Those
should facilitate exchange of ideas and developments, definition of new challenges and
opportunities to be explored and create a sense of urgency related with the established
deadlines (i.e. specifying phases with deliverables).
Planning interactions, tasks and phases make sure you need to take into account realistic
needs and capabilities of your partners. However, make sure that the defined frequency of
interactions will allow you to reach the network objectives. Creating value in collaboration
requires usually high frequency communication. Practice shows that, across knowledge
networks, communication takes place on the average every week. But in some cases partners
communicate on daily bases. The need for interactions will differ depending on such factors
as i.e. industry and speed of developments. In such sectors as ICT, interactions may be
especially frequent. Some ICT SMEs consult on partners work on weekly bases, but in some
cases they may need to exchange project progress daily. In any case, periods of inactivity
should never cross six months. Between projects, SMEs should stay in touch with its partners
through personal contacts, newsletters, networking events etc. That not only will prevent
dissolving links, but will allow to exchange knowledge and generate possibilities to spot new
opportunities.
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https://pixabay.com/pt/illustrations/cron%C3%B4metro-gerenciamento-de-tempo-2061851/

5.

Discipline partners when rules are being broken.

Setting a clear set of rules for collaboration facilitates management process. However, what
if the partners don’t comply? It is a task of the network leader to discipline partner or
partners whenever needed.
While it is not a pleasant task, you should react every time when partners don’t comply with
agreed rules, even if it does not impact directly the project success. Clear rules are important
for both, providing support and discipline. You should ensure that the network will remain
stable and that the established balance between risks and benefits won’t be at risk. Noncompliance of one of the partner, similarly to partner problems, reflects on the partnership
as a whole and put at risk other partners. Therefore, it cannot be overlooked. It especially
includes disciplining disloyal partners.
However, for the ability to discipline partners:
1. the leader needs to have strong position in the network,
2. the network needs to create a significant competitive advantage for the companies
involved that will make it highly relevant to the partner to remain involved, i.e. when
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excluding a partner would mean to lose access to avant-garde for the industry
technology.

https://pixabay.com/pt/photos/policial-colegas-engra%C3%A7ado-figura-1016218/

6.

Ensure open communication and manage tensions and problems proactively

Open innovation also means openness in communication and reporting among partners. That
includes trust that partners within the network will not misuse the privileged position, i.e. to
inflate prices on sell of components to the downstream partners. Open innovation should be
not only about sharing the costs, but also the profits fairly! But also that problems and
tensions will be discussed and managed rather than overlooked.
When difficult situation arises be diplomatic and communicate openly. But don’t forget that
in international scope you need to take into account that national cultures differ and you
should be sensitive to different ways of dealing with interactions and communication (see the
international networking chapter). Independently, a general rule within open innovation is
that problems between knowledge partners have to be solved quickly. Interviewing on
periodical basis main knowledge partners about what bothers them can help you to identify
tensions and possible problems before they escalate.
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https://pixabay.com/pt/illustrations/fax-homem-branco-modelo-3d-isolado-1889009/

7.

Know who knows what

One of the main assets in growing knowledge network is your understanding of the partners
knowledge and competences. Knowing ‘who knows what’ enables to connect problems with
required expertise or help to cross-reference ideas to provide effective results from the
network.
8.

Control costs across network

Within open innovation costs need to be monitored, but the cost control is harder in
fragmented projects. While each partner is preoccupied with their own piece, the central
partner should monitor the overall cost structure.
9.

Actualise your network when needed

Knowledge networks should be managed dynamically. Together with development of new
knowledge, skills and competencies and growth of your SME, some relationships can turn
irrelevant, while opportunities for others may emerge. Don’t be afraid to make changes that
will improve performance of your network. Focus on maximising those benefits that you can
translate into benefits for your SME.
Last, but definitely not least!
10.

Find a balance between managing your company and your network. Make sure
you will not impair your company management.
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Managing a network can be both challenging as well as highly rewarding. Make sure that in
the process you will keep strategic objectives of your SME in mind and that you will pay
significant attention to your SME management as well. Dividing your attention, if not well
managed, can negatively impact your company performance. To avoid internal issues, it is
crucial to communicate the nature, terms and objectives of the knowledge network
engagement extensively within your own organisation.

https://unsplash.com/photos/wqAuyugJIeU

5.2.5. What is required for international open innovation?
Network management requires different skills then those required for SME internal
management. You will need to ensure strong relational skills (i.e. communication skills,
empathy, openness to collaborate), the ability to build bridges between different groups of
people and organisations and charisma and authority to lead the network. Your level of
networking capacities will predetermine the pool of knowledge you will be able to involve.
However, your internationalisation and commercial success will be strongly related with your
ability to absorb the knowledge, integrate it in your business and apply it in your strategy,
processes and products. You need to know how to translate organisational learning into
benefits for your SME. You need to etablish routines and processes that will allow you to
effectively grab the external knowledge you have available within your network, evaluate its
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potential and translate it into improvements in your business model and into a competitive
advantage. Your objective should be to create value out of this knowledge that will be highly
difficult to replicate by your competitors. The great news is that if your network is well
designed and managed, it will authomatically give you access to a unique set of knowledge.
That will lead you to unique results which should be difficult to replicate. What you need more
is a good understanding of how to commercialise it within your business model and offering
in a way that it will be highly specific to your firm. For better understanding how to generate
value and competitive advantage from business models, please consult our module on
international business models.
To get expected benefit you need in the first place to have managerial skills and knowledge
to integrate the knowledge across your organisation and strategy, but also the technical
ability to assess the knowledge meaning and potential and further use it. During the
integration process you will develop new abilities, but if there is no initial understanding of
how the new knowledge can be of use for you, employing a person with at least general
understanding what the new information means for your business, may be the best solution
to obtain the minimum level of knowledge that you need to effectively take advantage of it.
Last, but not least, an open innovation culture in which the team is willingly using information,
knowledge and technologies that were not invented internally will be required. Building a
culture of open innovation is a complex topic that you should further explore, but open
communication focused on the common benefits of integrating external knowledge and
communication focused on mutual dialogic communication are always in its core.

https://pixabay.com/pt/photos/habilidades-pode-compet%C3%AAncias-3371153/
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5.2.6. How to avoid critical mistakes?
Before you face the challenge of network management, there is a few basic facts about the
SME knowledge networks you should be aware of:
1. SMEs facing resource limitations have limited ability to manage networks. Network
management is a sophisticated process requiring engagement and time. Building
extensive networks can seem tempting. However, remember that your capability to
devote them required attention is not extensive. While knowledge network is your
possible key to reaching strategic objectives, remember that your SME should be your
first priority. Therefore, focus on developing a network that will serve your strategic
objectives. As good network is built on trust and relationship, personal feelings are
always involved. However, learn to prioritise interactions with strategically important
people/organisations, rather than with those that the interactions come the most
naturally.
2. SME will obtain higher benefits from open innovation if it engages in a mutual
knowledge exchange, rather than in a one-way knowledge transfer.
3. Deciding to look for external knowledge sources for internationalisation is a strategic
decision that requires conscious resignation from delegating the task to internal
structures. Developing the required knowledge internally is usually a more natural first
moment decision. Before you do so, check the possibilities and potential advantages
of accessing external knowledge or abilities. Remember that in internationalisation
the time required to enter the market can be crucial for some products and costs
should never be the sole criteria for making your strategic decisions.
Are you having doubts whether international open innovation is a strategy for your SME or
whether you are ready for it? You can give it a try and develop the required capacities by
participating in a single project led by a large firm, university and other organisation. If you
look to test the approach, you should look for relatively small-scale project with a fixed time
scale and contributions agreed in advance. This kind of projects take place in all kind of
industries and can be a way to increase not only internationalisation capacity and build
network relationships, but to improve your knowledge base and build interdisciplinary
capacity. Unfortunately, the tendency among SME to join such alliances is currently much
below expectations, due to their limited ability to translate it into commercial benefit for their
company. More often, SMEs looking for fast internationalisation strategies are looking to
become a supplier for a large firm. While the solution reduces barriers to foreign markets, it
is putting SMEs in a strong dependence position and usually brings limited long-term growth
opportunities, due to limited learning effects. Engaging in knowledge network instead, can be
more beneficial from strategic point of view and can give you a strong advantage over the
competition.
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https://unsplash.com/photos/jrzvClypPq8

LOCAL CASE/EXAMPLE
Beespeed AUTOMATIZARI (Romania)
“Road transport is the second largest EU producer of CO2, one of the greenhouse gases
responsible for climate change. While some improvements in efficiency of road vehicles
have been achieved, continued growth in traffic and congestion mean that CO2 emissions
from road transport have grown overall. At the same time rising fuel prices and supply
instability also give pressure for increased efficiency. In this respect it was developed
technologies that can reduced CO2 emissions by around 10% for a car. For a large vehicle
savings of around 40% of the CO2 that is created by an auxiliary system such as climate
control is possible."
Beespeed AUTOMATIZARI from Timisoara (Romania) - created, in collaboration, with
partners from several European states - Austria, Germany, Spain, Italy, Sweden, UK in a
research project dedicated to the auto industry, a technical solution for classic cars for
reducing carbon dioxide emissions by at least 10%. Thus, for the manufacturers of car
components, as well as for the end-users - owners of cars from anywhere in the world, it
was essential that the solution to be identified, should be efficient in terms of direct
production costs. Another important technical requirement, requested by the project, was
to be implemented in the configuration for any conventional car.
The solution that was to be realized, had to fulfil several conditions:
1. be cost-effective (not to exceed the amount of 1,500 euros), so that every car owner in
any European state can implement this solution.
2. it has practical applicability (it can be installed as one system component of the car,
without affecting its safety system functionality,
3. be innovative, without the need for transformation or modification into a hybrid or
electric car.
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4. To contribute to reducing fuel consumption by at least 10% and, implicitly, CO2 emissions
by at least 10%.
This problem was the main concern of Beespeed Automatizari Timisoara who, in designing
this solution, collaborated with the following partners: 1. MIRA - United Kingdom, 2. Fiat
Centro di Research in Turin 3. Volvo Sweden, 4. Spain - Lear group, 5. University of GRAZ and
MAGNA Group - Austria, 8. Polytechnic University of Timisoara, 9. BOSCH – Germany.
In order to identify the most appropriate solution, which would meet both demands,
technical and the demand imposed by the EU Commission regarding the costs, more
interdisciplinary working groups were created with experts / specialists from the 10
organizations involved.
Each team / member of the consortium focused mainly on the propulsion side of the car,
where it was found that there was the highest consumption.
Following a brain storming, several possible solutions were considered, among which: - the
placement of photovoltaic panels on the body of the car, and electrifying some of the
auxiliaries,
- the transformation of kinetic energy during the braking of the car, into electrical energy, to
be stored and used by different systems of the car like climate (cooling / heating). This
second solution, identified by the Romanian team, has been agreed by all partners, to be
transformed into a functional device.
The challenge: Optimization of the classic vehicle generator, so that kinetic energy (produced
during braking) is converted into electricity, which is to be stored in an auxiliary battery,
Lithium-Ion.
The solution: the energy produced additionally - used in the cooling / heating system of the
car. In this way, instead of consuming fossil fuel in the proportion of 10% of the amount of
fuel, electricity is consumed, produced in the same proportion.
The testing prototype was designed by Beespeed specialists using a conventional alternator
produced by Bosch, then it has been analysed by specialists from the Polytechnic University
(who created an optimization and simulation program).
The research results had to be validated in a ready for production prototype. The BOSCH
collaborator evaluated the production costs and, thus, BOSH has created a ready-to-sell
prototype, and the other members of the consortium have built their contribution in
different preliminary stages: 1. LEAR SPAIN - designed and executed a prototype electronic
power system (converter) that takes energy from the new generator, transports it to the liion battery (made as prototype by MIRA). 2. FIAT - tested the new system on an Alfa Romeo
car (in Turin), to demonstrate, through measurements, that using the new device led to a
10% reduction in CO2 emissions. Measurements were made and resulted in a reduction of
emissions by 15%, compared to 10%. 3. Volvo - bus division (public transport) - wanted to
find out if the resulting solution could be viable for the public transportation, too. From the
simulations made by the UPT, based on the results of the proposed solution, it turned out
that for public transport it is even more efficient, because a 20% reduction of pollutant
emissions may be achieved, After validating the solution, making the prototype and testing
it, the ones from FIAT and BOSCH- decided to produce the system conceived during the
project. In conclusion: Beespeed- identified a solution, developed a testing prototype,
performed the tests to validate the theoretical results, together with University Politechnica
of Timisoara (UPT). The other members of the consortium from Austria, the United Kingdom,
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Spain, Germany, Italy, Sweden, contributed by providing know-how at certain stages,
producing of the prototypes, testing and verification of the improvements made to reach
the target of reducing the level of polluting emissions. It resulted in a new system, accessible
for a reasonable cost (800 euros) available for all car owners in the world, which entered the
production phase, and available for all classic vehicles, with gasoline or diesel fuel. The
benefit of reducing CO2 emissions from cars by up to 15%.
Currently, Beespeed Automatizari continues to develop, together with partners from
automotive industry, new efficiency solutions for the automotive field.
TIPS SECTION/ PRACTICAL RECOMMENDATIONS
Key tips/takeaways:
7. Once you decide that open innovation is the right strategy toward your company
internationalisation, make sure that your company has capacity to identify, absorb
and commercialise the knowledge.
8. Managing network is a complex task. However, choosing right partners, establishing
clear objectives and rules and ensuring a culture of sharing risks and benefits of
common projects within the knowledge network are key success factors for
knowledge network.
9. The essence of effective knowledge network is in ensuring a win-win situation to all
involved. Open innovation should be not only about sharing the costs, but also the
profits fairly.
10. Proper selection of your open innovation partners is critical for reaching your
strategic objectives. Pay attention not only to their knowledge and capacities, but
also to their mindset, ambitions, time-horizon and behaviour, including facing risk,
success or rising opportunities.
11. Developing your open innovation strategy, always have your SME in mind. Make sure
that it serves your strategic objectives, the selected partners will effectively
contribute to reaching them and that you will remain available to attend to internal
company issues.
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EXTERNAL RESOURCES
https://www.inspire-smes.eu/ - inspire project presents tools to facilitate open innovation
in SMEs
http://ri-policyanalysis.eu/fileadmin/ripolicies/documents/smes_internationalisation/intersme_ws-201606-13_summary_v1.0.pdf - summary of expert workshops on internationalization of
innovation of SMEs focused on practical cases of internationalizing innovation in SMEs,
presenting among others two specific cases of SMEs international open innovation
http://www.iprhelpdesk.eu/sites/default/files/newsdocuments/Fact-Sheet-IPManagement-in-Open-Innovation-EN.pdf - Summary on intellectual property management
in open innovation by European IPR Helpdesk
https://boa.unimib.it/retrieve/handle/10281/131541/185283/phd_unimib_742068.pdf dissertation on open innovation showing case of how Panasonic transformation to open
innovation practices influenced their managerial practices
https://blog.hypeinnovation.com/how-to-resolve-fears-starting-open-innovation-initiative
- post discussing the main fears of companies considering open innovation and how to
prevent their realization.

All the training contents are available in English, Greek, Lithuanian, Portuguese, Polish and
Romanian.
For the Greek version of the training contents please go to:
https://indigiterasmus.eu/el/online-platform/
For the Lithuanian version of the training contents please go to:
https://indigiterasmus.eu/lt/online-platform/
For the Portuguese version of the training contents please go to:
https://indigiterasmus.eu/pt/online-platform/
For the Polish version of the training contents please go to:
https://indigiterasmus.eu/pl/online-platform/
For the Romanian version of the training contents please go to:
https://indigiterasmus.eu/ro/online-platform/
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6. Transferability and project limitations

Throughout the lifetime of the IN_DIGIT2EU project, the partnership ensured the
implementation of a set of activities that would allow to understand future exploitation
opportunities of the produced outputs as well as limitations to be taken in consideration.
Feedback collected from dissemination and piloting activities and the from the External
Advisory Board were the main sources of information regarding limitations and exploitation
and transferability opportunities. These activities engaged a wide range of participant
profiles, from output final users such as SME owners and staff, entrepreneurs and wannabe
entrepreneurs, to key stakeholders such as business associations, chambers of commerce,
training institutions, VET and Adult Education Institutions, among others.
Based on the feedback received, to support transferability, continuous dissemination and
exploitation of the outputs produced, the partnership agreed on the implementation of the
following actions:









E-learning platform open access to anyone interested in using it. The platform
contents are expected to be updated on an yearly basis according to the feedback
received;
Each partner will host training events and deliver on webinar for the training each
year during the 3 years following the end of the project;
Continuous promotion and dissemination activities, including presentation of the
outputs produced at external events;
Adoption of the methodologies and lessons learned by each partner organization;
Presentation, by each partner, of the IN_DIGIT2EU training programme to Business
Schools and University Management Schools aiming to support the development of
new courses/modules with curriculums based on the produced contents;
Maintenance of the project website, online training platform and social media
accounts during the years following the end of the project.

Based on the scope of each partner activities, opportunities for transferability include:




Access to the training contents to be used by intermediary organizations, including,
among others, startups hubs, training organisations and business associations;
Use of the programme for nonformal education courses;
Maintenance of the project information and links in each partner website.
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7. Annexes
Annex 1. Report of stakeholders’ feedback to training methodology and composition

I.

Stakeholders groups composition

1. SMEs (3) – Portugal, Poland ½
2. Intermediaries (5) – Lithuania, Greece ½ , Poland ½
3. Education (1) – Greece – ½

II.

Stakeholders specific feedback reported across countries according to
IN_DIGIT2EU target groups
i. SMEs feedback and suggestions

-

It is important to have exercises and other materials, adjusted to the target group, that allow
a more practical approach to the training. That includes delivery of practical contents and
learning materials, adjusted to the needs of the target group, as most of the existing training
courses for Internationalization end up being highly theoretical. (Portugal)

-

Make the materials easy to read and understand, not too much science in it. The target
group might be people that don’t understand scientific articles and publications and most of
all they might not care about citations and quotations. Use understandable language. Avoid
academic style and keep the target groups in mind which in general acts based on work in
concrete, practical world. (Poland)

-

Each module should have the same style, level and structure. Providing tips and real life
examples will be an asset. (Poland)

-

The module 3 Business modules is the most important module as it will support companies to
design a strategy and channel business resources to reach other markets. The remaining
modules are also very important but will complement the work that module 3 will allow, and
further develop the skills of participants to build a stronger business model to reach other
markets. (Portugal)
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-

The module “E-Commerce” is a one module of particular interest for SME, with major impact
for Small companies, but it should highlight the importance of a defined strategy supporting
E-Commerce. (Portugal)

-

The order of modules should be changed to start with Business Models to provide better
understanding to new to internationalisation SMEs. Two suggestions have been provided:
o

1. Business Models; 2. International Marketing; 3. International Networking; 4. Ecommerce; 5. Open Innovation.

o

1. Business Models; and the following modules according to the already established
order (Portugal)

-

Delivery of the existence of a self-assessment tool for the readiness for the
internationalization and the delivery of the training course completely online as strengths of
the outputs. (Portugal)

-

It is important, across the modules, to raise awareness for the obstacles/constraints, inside
the European Union, to the free movement of some type of goods (frequently, constraints
related with cultural issues) and the importance of “quantifying” the value of
internationalization, i.e., the importance of making financial and economic analysis of the
impact of the internationalization in the company profits – how to “quantify” and the
importance of the value in time (raise awareness to the fact that profits result from a strong
strategy implemented and is not an immediate consequence) (Portugal)

-

It is important to raise awareness for the concept and value of open innovation, so that this
can be clearly understood by SME, most of them not familiarized with the concept and
importance of it (Portugal)

-

The need to adjust case studies to the reality of the target group has been underlined, i.e.
avoiding use of case studies of big companies but instead of SME with realities with which
the target group can identify. Also, Case studies with examples of failure, learning and
adjustment can also be a good support as it provides the realistic notion of how the
internationalization process is not very simple, that failure can be a part of the process and
companies need to be aware of the costs it represents (Portugal)

-

When translating the results, the localization (not only simple translation) has to be made.
Otherwise concepts might sound strange since the topic is new. (Poland)

235

ii. SMEs support organizations and adult education feedback
-

Digital training form could be good tool for medium companies but it can be decreasing
engagement of small companies in Lithuania. It may require mentoring from trainers.
(Lithuania)

-

As the contents will be done by various levels of trainers there is possibly that there will not
be systematic and content wise (Lithuania)

-

It’s important that all the modules have the same structure, the same length of the module,
similar type of activities (Greece)

-

It is important to ensure that the user comes out with real and practical knowledge (Cyprus)

-

It is crucial to be used an understandable language and to be avoided the academic style
(Greece)

-

The material should be readable and not as scientific as it seems, in order to be
understandable by each learner. It is, also, very important to check the translation to avoid
misunderstandings, both of each text and from SMEs perspective. (Greece)

-

Modules content should be organised in very small junks so that the knowledge is
transferred easily and effectively. The inclusion of small assessments for each submodule
will help build confidence and interest increasing relevance for target audience. This will add
more value to our certificate at the end (Cyprus)

-

Self-assessment questions must be chosen very carefully the questions and they have to be
relevant with the training curriculum. (Greece)

-

Modules content could be in small junks so that knowledge is transferred easily. (Greece)

-

Be very careful with the length of the module and to use more interactive tools (Greece)

-

There is a need of cross cultural consumer behaviour module or submodule, also the global
advertising issues related with cultural differences should be included (Lithuania)

-

Open innovation could be interesting for medium size companies, but it can be different for
1-2 people SMEs. There was a high level of scepticism regarding the need for Open
Innovation module. (Lithuania)

-

Module “Open Innovation Management”; it seems complicated and not directly in need with
the needs of the programme (Cyprus)

-

Need for introductory module including general frame of the topic and training programme
logic has been suggested. (Cyprus)
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III.

Conclusions and feedback integration into In_Digit2EU training
methodology and contents

The provided feedback strongly emphasizes the need to ensure strong adaptation of the contents to
the specific needs of the target group and especially use of simple non-academic language, focus on
practice and avoiding conceptual approach and ‘no-practice oriented’ quotations and citations. Use
of practical examples from SMEs reality and avoiding large companies specific cases and
methodologies across the training.

Those assumptions being in the core of In_Digit2EU methodology has been incorporated in the form
of basic methodological assumptions:

i/ SMEs orientation, specifically:
1) Responsiveness - by targeting the most relevant current for SMEs internationalisation
issues and knowledge gaps and providing learning opportunities adjusted to the SMEs
limitations - time and resources; and providing on demand learning tools, with no geographic
limitations, customised learning paths and open access;
2) Learner-based focus – especially expressed in delivering contents in simple language,
avoiding jargon and broad use of real-life examples and graphical representations easily
understandable for general population (to account for broad variety of SME staff and
managers knowledge and characteristics).



no theories will be included, unless required for the user to be able to practically apply
the knowledge.



taking into account EU character of the target group the contents the evidence based
learning will be ensured by providing within each module local perspectives with
knowledge/practices from variety of EU countries (international bibliography/research)
and attention of the contents developers to avoid inclusion of oversees models that were
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not proven in EU conditions (which was shown as a common reason for low applicability
and strategy failures).


multisensory approach (Strong pressure on focus on interactive practical learning
stimulating active engagement of the learners based on case-based exercises, interactive
decision maps, check lists, iconographic, audio-visual tools, webinars, online guided
discussions, thinking questions and others).

3) Practical focus – by providing compacted evidence-based knowledge pills focused on real
life challenges and opportunities from SME internationalisation; and providing clear definition
of the spectrum of discussed issues in a form of comprehensive guidance including what is the
issue, why it is relevant for SME, what solutions are available and what are their requirements,
what are potential mistakes and risks included, together with practical examples and
interactive tools (exercises, decision maps, case studies, webinars and other audio-visual
material).
4) Customised online training - Application of self-assessment audit tool to define a specific
training path to follow suitable for particular need of a participant depending on the participant
specific knowledge base and SMEs oriented needs

Interestingly while SMEs underline the digital format of In_Digit2EU tools as positive, the second level
target group – the intermediaries recognize it as a possible obstacle, if SMEs do not possess sufficient
digital skills. To respond to that risk, but provide SMEs the opportunity for time and place independent
self-learning pointed by SMEs in the need analyses phase as crucial the training will focus on the
accessibility as a methodological pillar:

iii/ high accessibility
4) Integrated solution adapted to low-skilled adults needs by application of easy to
understand simple messaging and practical methodologies - interactive decision maps,
case studies, exercises, simulations, check lists, webinars, iconographics etc. and
asynchronous learning approach to provide self-paced learning allowing flexibility
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5) High accessibility and dissemination among adult education and SMEs support
organisations for broad impact and sustainability.
6) Provision of the course entirely using ICT tools but with integration of interaction
mechanisms (webinars, collaboration mechanisms between participants etc.) to increase
the training efficiency.

Furthermore, the feedback across organisations emphasizes the need to ensure unification of
contents, styles and language to ensure consistence across different modules. Therefore, internal
evaluation will take into account in the first place the content and user focus, but will also look to unify
the course as a comprehensive package. That will include not only unification of the language, but also
compatible character of the contents, underlining connections between knowledge across modules
and ensuring that cultural and local aspects underlined by stakeholders have been taken into account.
It especially focuses on ensuring that cultural aspects of internationalisation were clarified and that
practical tips on overcoming cultural issues in the scope of marketing and networking were clarified
across the contents.

Moreover, based on the feedback, the structure of the course has been adjusted, making the business
model module a starting point of the course. Furthermore, as the feedback shows highly limited
understanding of open innovation model application in SMEs internationalisation among intermediary
organisations and recognition of its importance in the SMEs, the module objectives were restructured
to devote significant attention to building awareness of the approach importance for SMEs and
especially those with limited resources rather than scale up companies.
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Annex 2. Template for collection of partners feedback

Module:
Business Models
International Marketing
International Networking
e-Commerce
International Open Innovation

CDA

TIHC

Feedback, needs for corrections, improvements
GrantXpert
E&D

KTU

Danmar
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