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ABSTRACT
Throughout the lines of this article, we tend to expose the different theoretical approaches to the
internationalization of Small and Medium-Sized Enterprises (SMEs). In particular, this paper
aims to present the main approaches proposed not only in the literature but also in the shadow
of the new international behaviors of SMEs, to question their scope. Moreover, this contribution
seeks to draw attention to new types of internationalization among SMEs, in this case,
participation in Global Value Chains (GVCs) and electronic commerce (e-commerce).

Keywords: Internationalization, SMEs, Theoretical approaches, Global Value Chains, E-
commerce.

INTRODUCTION

The role of Small and Medium Enterprises (SMEs) is crucial in the economic development of
any country (Wang, 2016). These entities represent the core of the business base around the
world (Abdin, 2017). The study of their specificities and the analysis of their behavior is
important for the advancement of research in management science (Chabaud & Sammut, 2016).

With globalization and the emergence of new forms of trade, SMEs are confronted with local
and international competitions (WTO, 2016). On that point, the tools and strategies to be

implemented to guarantee themselves sustainability in the market can relate to actions on a
national scale, also, on a global scale, by internationalizing (Paul et al., 2017).

The internationalization of SMEs has been an area of interest for researchers for several decades
(Kazlauskaité, 2015; Hsieh et al., 2019). The development of these companies beyond their
national borders has given rise to different theoretical approaches, each attempting to emphasize
a particular aspect: approach by stages (Johanson & Vahlne, 1977; 2009), by networks (Johanson
& Vahlne, 1990; Musteen et al., 2014), through resources and skills (Laghzaoui, 2009), the
“Born-Global” approach (Oviatt & McDougall, 1994; Knight & Cavusgil, 2004; 2005; Servantie,
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2007; Cabrol & Favre-bonté, 2011; Elidrissi et al., 2017) and the economic approach (Dunning,
1988; Brouthers & Nakos, 2002; 2004), etc.

In regards to the plurality of internationalization approaches of SMEs, it turns out to be necessary
to call upon a unifying framework that takes into account two main elements; on the one hand,
the different theoretical components, and on the other hand, new trends in the behavior of SMEs
abroad.

This article aims to solve an issue which can be stated as the following question: to what extent
do the different approaches existing in the literature make it possible to grasp the new trends
characterizing the launch of SMEs internationally?

This paper is organized as follows: first, we deal with SMEs by listing their quantitative and
qualitative specificities. Second, we are revisiting the internationalization approaches of SMEs.
Then, we focus on two new forms of internationalization among SMEs, namely integration into
Global Value Chains (GVCs) and electronic commerce (e-commerce). To this end, we question
the adaptability of the theoretical approaches available in these new behaviors. Finally, we list a
set of research avenues.

SMEs BETWEEN QUANTITATIVE CATEGORIZATION AND QUALITATIVE
SPECIFICITIES

The plurality of SMEs across economies means that there is no standard definition of the
concept. Indeed, the expression “SMEs” in the plural would be more appropriate to study this
type of business (Torres, 2003). With this regard, we consider in this work the quantitative and
qualitative specificities of these entities to better comprehend the concept.

Quantitative specificities of SMEs

A triggering inquiry related to the SME’s analysis comes up and it consists in asking whether the
lessons learned from studies on large companies, models, and theories can be applied to SMEs
(Curran and Blackburn, 2001; Torrés & Julien, 2005). On that point, the managerial literature
agrees that SMEs have their specificities (Aylin et al. 2013; Blackburn et al. 2013; Chabaud &
Sammut, 2016; Dominguez & Mayrhofer, 2016) and the fact of trying to copy the strategies and
management methods of large entities on SMEs would be a mistake (Brouthers & Nakos 2005;
Eliot et al. 2009).

Throughout the literature, measurement to evaluate these companies is often quantitative and fits
into a logic of size. Nonetheless, size is not necessarily a sufficient criterion to categorize this
type of entity (Torres & Julien, 2005). Depending on the country in question, the acronym
“SME” does not specifically refer to an upper or lower size limit (Criscuolo et al. 2014).

In this perspective, if SMEs are globally unified company names (Gibson and Van der Vaart,
2008), their guantitative measurement varies from one economy to another (Forsman 2008;
Ayyagari et al., 2011). For instance, the European Union specifies the measurement of SMEs by
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job thresholds and turnover; between 10 and 50 employees and a turnover of fewer than 10
million euros for small businesses, and between 50 to 250 employees with a turnover limited to
43 million euros for medium ones (European Commission, 2013). In the United States, a
company with 500 employees is considered to be of medium size (North American Industry
Classification System, 2012). In China, size categorization varies by industry (National Bureau
of Statistics of China, 2011). In Morocco, the workforce is not specified and the turnover for the
medium-sized enterprise is limited to 175 million dirhams (Ministry of Economy and Finance,
2013).

Moreover, the quantitative measure alone does not allow a complete framing of SMEs. This
leads us to discuss their qualitative specificities (Chabaud & Sammut, 2016), and to emphasize
the constraints which they confront (Lee et al., 2010; Barlette, 2011; Wang, 2016).

Qualitative characteristics of SMEs

Regardless of the sector of activity, certain characteristics are specific to SMEs, namely:
flexibility, entrepreneurial orientation (Aloulou and Fayolle, 2005), short-term vision (Hudson-
Smith and Smith, 2007; Aylin & al, 2013), tacit knowledge (Darby & Zucker, 2003; Pillania,
2008) and the preponderance of the role of the manager-entrepreneur (Chabaud, 2013; Jaouen &
Lasch, 2015; Chabaud & Sammut, 2016; Dominguez & Mayrhofer, 2016).

By emphasizing the differences between SMEs managed by owner-manager-founders and SMEs
managed by professional-committed managers, the empirical results of the first works by Filion
(1996) to the recent study by Deb and Wiklund (2017), demonstrate that entrepreneurial
management tends to encourage engagement, the search for opportunities, good corporate
governance, and organizational learning.

Additionally, if the manager favors the reactivity of his business, the level of strategic planning
remains quite low and often not formalized (Hudson-Smith and Smith, 2007), which
characterizes the SME by a logic of short-term priority (Aylin et al, 2013). However, this lack of
strategic structuring allows the SME to respond to the opportunities that arise by tolerating a
certain degree of risk-taking (Aloulou & Fayolle, 2005).

In general, SMEs adopt less formalized systems in terms of management and decision-making
compared to large companies. However, the absence of structured management generates
difficulties in knowledge transfer (Aylin et al., 2013). This points us to another characteristic of
small and medium-sized enterprises, namely tacit knowledge.

Within SMEs, knowledge is mainly created by the accumulation of experiences and is absorbed
through tacit learning which results in non-explicit knowledge (Ward, 2004). However, the
transition from tacit knowledge to explicit knowledge is not without difficulties (Darby &
Zucker, 2003).

Indeed, the engagement in new activities, the management model of the SME, and decision-
making in general (Dominguez & Mayrhofer, 2016) are elements linked mainly to the manager
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who constitutes the central figure of his company (Chabaud, 2013; Jaouen & Lasch, 2015;
Chabaud & Sammut, 2016), to the point that the personal reputation of the SME manager is
directly linked to that of his entity while being a source of value (Torres, 2011).

This manager, who is the cornerstone of his business, is characterized by a set of specificities
influencing the management style and strategic orientation of his SME (Deb and Wiklund,
2017). This is the case with his previous experiences, even with his psychological characteristics
(Richbell et al., 2006; Grandclaude & Nobre, 2013; Islam, & Barghouthi, 2018a).

Through empirical studies, and starting from the research of Storey (1994) to the work of
Blackburn et al., (2013); it appears that certain backgrounds of the manager have an impact on
the growth and performance of SMEs (Blackburn et al., 2013): The Age of the manager (Dobbs
and Hamilton, 2007), his experience (Delmar & Wiklund, 2008), his training (Barringer & Jones,
2004), his entrepreneurial history (Barringer et al., 2005), his previous functions (Richbell et al.,
2006), the previous sector of activity (Storey, 1994), the size of the previous entity (Richbell et
al., 2006), etc.

In short, it should be noted that, on the one hand, SMEs are companies with their characteristics
and where the manager occupies a major place. On the other hand, these companies still face a
set of constraints that hinder their development and growth (Wang, 2016; Woschke et al., 2017):
managerial constraints (Fuller-Love, 2006; Islam, & Barghouthi, 2018b; Hudson-Smith and
Smith, 2007; Aylin et al. 2013), information constraints (Chtourou, 2006; Moinet and Philippe,
2007; Barlette, 2011) and financial constraints (Lee et al., 2010; Torres, 2011).

Within SMEs, the manager occupies different positions at the same time, performing managerial
and operational level tasks, the latter often occupy a good part of the manager's time (Aylin et al.,
2013). In this regard, managerial practices are closely linked to the individual skills of the
entrepreneur, and developing the skills of the manager or the management team is a way of
developing the organizational capabilities of SMEs (Fuller-Love, 2006).

This limitation of resources also applies to the financial aspect; financial constraints are widely
studied in the literature, supporting the idea that the size of SMEs hinders access to finance (Lee
etal., 2010; Wang, 2016).

In general, the specificities of SMEs, their constraints, and the obstacles they encounter mean
that these entities are looking for means to develop further to ensure their survival but also to
ensure themselves new sources of income. To this end, SMEs can opt for development beyond
their national borders, by internationalizing.

INTERNATIONALIZATION OF SMEs

Internationalization is seen as a lever for business development, offering them the possibility of
having several sources of income both on a national and international level (WTO, 2016).
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Internationalization

The concept of “internationalization” is used to describe the geographic expansion of the
company’s economic activities beyond its national borders, grouping the different modes of
international market entry: Direct exports, indirect exports, subcontracting, Foreign Direct
Investments (Zeng et al., 2008; Laghzaoui, 2011; Dutot et al., 2014).

Through the literature, several researchers have tried to assign a precise definition to
‘internationalization’. This implies that the definition of the concept varies depending on the
phenomenon observed (Paul et al., 2017). The internationalization process leads to a wide range
of decisions to be taken (Santos-Alvarez & Garcia-Merino, 2010) while mobilizing human and
organizational resources to venture into international markets (Spowart & Wickramasekera,
2012).

In this respect, the decision to internationalize represents a strategic choice for the firm, it allows
it to ensure its survival (Filatotchev & Piesse, 2009; Sui and Baum, 2014) and to improve its
productivity (Love et al., 2016). However, internationalization leads to a confrontation with
different environments, different cultures, and a multitude of institutional standards. This results
in a set of obstacles, especially for small-sized businesses like SMEs.

The internationalization of SMEs is a field of research in perpetual development and which
arouses the interest of a good number of researchers (Ruzzier et al., 2006; Laghzaoui, 2011,
Kazlauskaité, 2015; Paul et al., 2017; Sqalli, 2020). Indeed, the first works of Bilkey (1978), as
well as those of Aaby & Slater (1989), demonstrated that, regardless of the type of
internationalization of an SME, the latter will be beneficial to it. Besides, the literature relating to
the field remains fragmented and no theoretical framework alone can identify the
internationalization of SMEs (Crick & Spence, 2005). This is partly explained by the multitude
of international development modes, but also by the heterogeneity of SMEs around the world
(WTO, 2016).

Approaches to the internationalization of SMEs

A distinction between the different approaches is established in this work through a grouping
into the following categories: gradual and incremental approaches, the economic approach, the
approach of rapid and accelerated internationalization, and finally the resource-based and skills
approach.

Stages approach

This approach considers the concept of internationalization as a process by which the company
engages in international operations gradually, to acquire more experience, by starting with low-
commitment international development methods towards markets with a reduced psychological
distance and then moving on to larger operations (Johanson & Vahlne in 1977). In this respect,
the specificities of SMEs mean that such entities opt preferably for low-cost commitments, in
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particular export operations in its two forms: direct and indirect sales (Lages and Montgomery,
2005; Ragland et al., 2015).

In this regard, the literature approves that export constitutes the first stage of internationalization
among SMEs. Hence, if the first export operations are successful, SMEs are increasingly
involved internationally (Brouthers et al., 2009).

This approach targets a certain minimization of risks and allows the company to accumulate
knowledge relating to international activities, thereby increasing its chances of survival on
foreign markets (Figueira-de-lemos et al., 2011), while identifying the new opportunities
(Johanson & Vahlne, 2009).

The Uppsala model is also characterized by cultural, economic, and geographic proximity,
insofar as the company first targets countries with these specificities and then begins operations
towards more distant countries (Johanson & Vahine in 1977).

Network approach

The authors of the network approach (Johanson & Vahlne, 1990; 2009; Coviello, 2006; Mitgwe,
2006; Musteen et al., 2014) postulate that SMEs mainly rely on their networks when they decide
to internationalize.

Being considered as an extension of the stages approach (Laghzaoui, 2011), Johanson and
Vahlne (2009) put forward the idea that the company evolves in an environment characterized by
several relationships with other firms thus constituting its network and facilitating its
international development.

Indeed, the network approach consists of optimizing the use of the information and knowledge
acquired over time while involving the various partners through the establishment of close
relationships with customers, suppliers, distributors, and public authorities. (Paul et al., 2017).

Economic approach: Dunning’s eclectic paradigm and transaction cost theory

In addition to the reputedly incremental approaches of the internationalization of SMEs, namely
gradual approaches (Stages and networks), there is a multitude of other forms of interpretation of
this concept, we will cite among others the eclectic paradigm of Dunning (1988) and the theory
of transaction costs, both, within the framework of the so-called “economic approaches”.

Dunning’s eclectic paradigm (OLI) explains internationalization through three assets:
“Ownership advantages”, “Localization advantages” and “internalization advantages”. These
three advantages are linked respectively to cumulative intangible resources factors, geographic
location, and internal organizational capabilities (Laghzaoui, 2009).

Initially, this paradigm focused on large companies, later, and through the empirical results of
Nakos & Brouthers (2002), it turned out to be suitable for the study of the concept of
internationalization of SMEs and mainly for the selection of the international entry mode.
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Fast and accelerated internationalization approach

The “Born-global” (Knight & Cavusgil, 2004; 2005) or “International New venture” (Oviatt and
McDougall, 1994) approach, also known in the French-speaking literature "ENI": Newly
International Companies, or "EIRP": Enterprises with Rapid and Early Internationalization
(Servantie, 2007; Cabrol & Favre-bonté, 2011) is a theory of internationalization which is in the
opposite direction to progressive approaches by stages or networks. It emerged in the 1990s
through a study of Australian exporting companies (Rennie, 1993), the majority of which
became international after a short period following their founding. The concept of new
international companies continues to be the subject of much research and to interest more
researchers in international entrepreneurship (Servantie et al., 2016). However, the absence of a
unified denomination persists (Elidrissi et al., 2017).

The authors of this approach defend the idea that some companies develop internationally soon
after their creation while earning a significant part of their income on international markets
(Knight & Cavusgil, 2005).

Empirical results have also shown that “Born-global” is more innovative than other companies
(Knight & Cavusgil, 2004). To this end, early internationalization can be triggered by
technological capacities, managerial and in particular interpersonal skills (Elidrissi et al., 2017),
as well as by the entrepreneur’s prior network and collaborations in general (Knight & Liesch,
2015; Paul et al., 2017). Furthermore, it is also argued in the literature that rapidly
internationalizing companies are characterized by the lowest international survival rate compared
to companies that have developed gradually (Sui & Baum, 2014).

Resources and skills approach

Offering proofreading around the concept of resources and skills among the approaches to the
internationalization of SMEs, the work of Laghzaoui, (2009; 2011) lead to the observation that
the grouping of the different theoretical approaches allows good assimilation of the
phenomenon.

The integration of the concept of resources and skills in the internationalization of SMEs finds its
foundation in the specificities of SMEs, namely: its manager, the entity itself, and its
environment. These resources and skills and their combination occur upstream (triggering
exports or slowing them down) and downstream (international engagement or abandonment) of
the internationalization process (Laghzaoui, 2011).

In this perspective, the work of Elidrissi and his colleagues (2017) analyze the role of relational
skills (individual, collective, organizational and inter-organizational) in the consolidation of
international networks in ‘Enterprises with Rapid and Early Internationalization’. Their results
support the idea that skills within SMEs provide a good framework for analyzing the concept of
internationalization (Ruzzier et al., 2007; Laghzaoui, 2009).
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Putting approaches into perspective: Between electronic commerce and global value chains

SMEs can consider other forms of internationalization that require fewer resources and involve
fewer risks. In this regard, integration into Global Value Chains (GVCs) represents a good option
to overcome the difficulties of access to markets located beyond national borders (Del Prete &
Rungi, 2015; WTO, 2016). Moreover, and taking into account technological advances, electronic
commerce (or e-commerce) allows SMEs to have a more global vision on the markets, to access
a set of information, and to reach the maximum possible market. at a lower cost (Lendle &
Olarreaga, 2017).

International development of SMEs and e-commerce

The use of new information and communication technologies (NICT) has revolutionized various
aspects linked to the organizational world. This is particularly the case for information sharing,
the establishment of collaborations, and the rise of new distribution channels.

The NICs have not only facilitated trade practices at the local level but also the international
level. More specifically, the Internet has made it easier for businesses to gain visibility abroad
and access more business opportunities at a lower cost (Pezderka & Sinkovics, 2011; Islam,
2017).

Commerce via the internet or electronic commerce, commonly known as e-commerce, includes
all transactions of goods or services performed remotely via computer networks. E-commerce
revolves mainly around three axes, namely; sharing information, establishing business
partnerships, and conducting trade.

The literature which is dealing with electronic commerce agrees that it constitutes a new tool for
international development insofar as it allows companies to offer their products or services to
consumers worldwide regardless of time or distance (Pezderka & Sinkovics, 2011).

Indeed, as soon as a company has a website, and without necessarily aiming to develop abroad, it
becomes visible to other players on the world market, and can therefore receive unsolicited
orders from it. It is through this logic some authors consider e-commerce as a new model of
international market entry (Bruneel et al. 2016).

More recently, studies which analyze the participation of SMEs in electronic commerce have led
to a set of findings in the opposite direction to the traditional scenario of approaches regarding
the internationalization of SMEs (Lendle et al. 2016): low costs of access to information, less
physical distance, the gain of foreign customers’ confidence, etc.

Another revealing observation, smaller companies are more present online than their larger
competitors, and the former tend to benefit from the advantages of e-commerce much more than
the latter. This is explained by the flexible and reactive nature of SMEs, and by the fact that large
companies pursue more structured approaches in terms of internationalization while being less
handicapped by international constraints (Lendle & Olarreaga, 2017).
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Following this logic, exporting SMEs are often confronted by a series of obstacles that hinder
their success and threaten their survival (Wang, 2016).

Based on the references that study those brakes (Pietrobelli & Rabellotti, 2011; Lakew &
Chiloane-Toska, 2015), we can distinguish the following categories: difficulties of access to
finance, lack of information and intelligence relating to foreign markets and in international
operations, insufficient human skills, high costs of certain services, currency risks and currency
fluctuations.

To overcome these barriers, SMEs can consider other forms of internationalization requiring
fewer resources and entailing less risk. In this regard, Global Value Chains (GVCs) are a good
option to overcome these difficulties in accessing markets beyond national borders (WTO,
2016).

Internationalization by global value chains

GVCs encompasses a set of activities - from design to distribution - constituting a production
process aimed at providing a good to the end consumer (Cattaneo et al., 2010; Baldwin and
Vanables, 2013). The components of the good are produced and assembled in different countries
and the operation is part of a vertical fragmentation production logic (Del Prete & Rungi, 2015).

SME participation in GVCs can be done in two ways, either by exporting directly to a country
that is also part of a production and distribution chain or by exporting indirectly through the sale
of the products of the SME by a larger exporting company.

In this regard, the integration of SMEs in GVVCs can be beneficial in several areas, explicitly for
the transfer of information and knowledge (Piermartini & Rubinovd, 2014), the gain in
productivity (Newman et al, 2015), and building a reputation as a supplier to large companies
(Sutton, 2012; Islam, & Karim Miajee, 2018b).

Furthermore, and according to the 2016 WTO report, there are just a few scientific works
analyzing indirect exports from SMEs through GVCs. In a similar vein, the recent results of Del
Prete and his colleagues (2017) advance the idea that encouraging the participation of SMEs in
GVCs has a positive impact on the industry and the level of development in the country. This
constitutes a challenge for the countries of North Africa since this geographic area remains less
engaged in GVCs.

Theoretical approaches: Limited scope and need for a global framework

The emergence of the participation of SMEs in GVCs is indicative of an essential point: the
classic internationalization approaches existing in the literature do not provide a transversal
reading grid. Indeed, each approach interprets the behavior of SMEs internationally through a
restrictive vision of the concept; if some authors base themselves on explanatory cost variables
(Dunning, 1988; Brouthers & Nakos, 2002; Islam, Hossain, Zaman, & Miajee, 2013), others opt
for a gradual logic over time (Johanson & Vahlne, 1977; 1990; 2009; Coviello, 2006; Mitgwe,
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2006; Musteen et al., 2014) or at the opposite, refer to an accelerated rhythm (Oviatt &
McDougall, 1994; Knight & Cavusgil, 2004; 2005).

Along these same lines, we can say that certainly each approach is useful for understanding the
behavior of SMEs internationally, but only in a specific context. This indeed leads us to question
the need for a global framework that takes into account the new trends influencing the
internationalization of SMEs, in this instance, GVCs and e-commerce.

In a certain perspective, if the network approach refers to the establishment of collaboration with
foreign partners, (Johanson & Vahlne, 2009), indirect internationalization by global value chains
can be done through collaborations at the local level (Del Prete & Rungi, 2015). From another
perspective, internationalization by stages considers that engagement in foreign markets is done
gradually based on two factors: psychic distance and organizational learning. In e-commerce, in
contrast, recent publications have concluded that cultural, procedural, and economic distances act
differently on the decision of SMEs to venture abroad (Lendle et al., 2016). Lastly, accelerated
internationalization is mainly initiated by technological capacities, the manager’s network, or
even the manager’s international experience (Islam, & Miajee, 2018a; Servantie, 2007; Cabrol
and Favre-bonté, 2011; Servantie et al., 2016). To this end, new trends are still not identified
through scientific publications as an accelerator to international development among small
businesses.

CONCLUSION

In the light of what has been discussed; this article attempts to revisit the main theoretical
approaches relating to international development among SMEs. This article also sheds light on
new trends characterizing the behavior of SMEs conducting transactions with partners abroad.
Indeed, these elements refer to the need to develop a reflection allowing us to arrive at a more
global framework.

The participation of SMEs in international trade through GVCs and electronic commerce
represent new areas of research to be developed to better understand these phenomena.
Therefore, a future line of research can be proposed:

On the one hand, competition within GVCs is increased since integration into channels is done
based on the logic of lower costs (Abonyi, 2005). On that point, it would be wise to focus on the
factors fostering the survival of SMEs in GVCs, as well as, on the skills contributing to the start
of indirect exports.

On the other hand, the transfer of information and knowledge within the framework of
established collaborations, the role and network of the manager as well as the transition from
indirect exports to direct exports within GVCs are all fields of study to explore and which can be
beneficial, especially in regions that still have a long way to go in terms of integrating their
SMEs into Global Value Chains (Del Prete et al., 2017).

10
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Regarding e-commerce, it would be relevant to emphasize the role of virtual commerce
platforms as sources of information and their impact on the distances traveled by SMEs through
export operations or their influence on triggering these activities.

However, this paper may be subject to some research limitations, particularly in terms of the
theoretical framing of the different approaches to the internationalization of SMEs. Indeed, there
are other approaches for analyzing the concept; moreover, no theory alone allows us to define the
phenomenon (Crick & Spence, 2005; Paul et al., 2017).
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