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Abstract  

Small to medium sized firms in the fashion industry are internationalizing early, which forces 

them to go through internal changes as they adapt to international operations and develop into 

larger organizations. This place demands on how such growth is managed and how resources 

are used within SMEs. Based on the scarce research on SMEs’ internal change process during 

internationalization and the lack of empirical evidence, the purpose of the study is to 

investigate the internal change process that takes place in SMEs when they expand and grow 

through internationalization. By conducting multiple case studies across three Swedish 

fashion SMEs and collecting data through semi-structured interviews, the purpose is to build a 

conceptual model explaining the internal change process. Findings revealed that internal 

change is a constant process of acquiring and combining resources in order to make necessary 

internal changes that support continued internationalization. The study also reveals the 

characteristics of SMEs as being inexperienced and having limited resources, and also speed 

of internationalization, highly affect how the internal change process develops.  

 
 

Keywords: SMEs, internationalization, internal change, fashion, resources, capabilities, 

change 
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1 Introduction 
During the recent decade, a visible trend has been the increasing presence of small to medium 

sized firms (SMEs1) on the international arena, and as the world becomes more globalized 

this trend is expected to continue (Lu & Beamish, 2001; Nummela, 2004; Nummela et al., 

2006; Ruzzier et al., 2006; Schweizer, 2010). The unique characteristics of SMEs are that 

they differentiate themselves from larger firms both in terms of physical size (employees, 

sales, turnover) and by having limited managerial, financial and operating resources (Reuber 

& Fischer, 1997; Hutchinson et al., 2006); factors that affect the internationalization process 

(Penrose, 1995; Lu & Beamish, 2001; Hutchinson et al., 2005; Casillas et al, 2009). Despite 

these characteristics, SMEs are capturing growth opportunities in foreign markets at an early 

stage of their development (Hutchinson et al., 2006; Ruzzier et al., 2006). 

 

Within internationalization research it has been found that it is not necessarily the size and 

age of a firm that enable internationalization, rather, the internationalization process is more 

dependent on how firms change and utilize their resources and develop capabilities (Reuber & 

Fischer, 1997; Ellis & Pecotich, 2001; Johanson & Vahlne, 2003, 2006, 2009; Nummela, 

2004). Resources can be tangible such as human, financial and physical, and intangible such 

as reputation, organizational and knowledge (Porter, 1998; Collis & Montgomery, 1995; 

Rangone, 1999; Lichtenstein & Brush, 2001; Ruzzier et al., 2006; Sirmon et al., 2007). 

Organizational capabilities are what enable the firm to perform activities and processes that 

are critical for its operations. During internationalization firms face new demands and SMEs 

are dependent on making internal changes by acquiring or developing new knowledge, and on 

combining resources to create capabilities that are necessary for international expansion (c.f. 

Penrose, 1995; Acs et al., 1997; Lu & Beamish, 2001; Nummela, 2004). Even if it is 

recognized that SMEs experience internal change during internationalization, this change 

process has not been the focus in research. Instead, numerous studies have addressed the 

external changes firms experience during internationalization, such as changes in entry mode 

and strategy (Reuber & Fischer, 1997; Li et al., 2004; Ruzzier et al., 2006). Therefore, little is 

known about the internal change process that takes place during internationalization, such as 

what key business operations change, how the change process looks like, and what resources 

and skills, both on an organizational and individual level, that are needed to manage 

internationalization (Hutchinson et al., 2006; Nummela et al., 2006). To our knowledge, only 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1	  "SME" stands for small and medium-sized enterprises, which employ maximum 250 persons and has a 
maximum turnover of € 50 M (European Commission, 2003). 
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two recent studies by Nummela (2004) and Nummela et al., (2006) attempt to tackle this 

theoretical gap and address internal changes during internationalization. Thus, research has 

been dominated by a view where the firm is described as a “black box”, which illustrates how 

the firm’s internal processes to a large extent are unknown (Penrose, 1995; Zahra & George, 

2002). In line with Nummela (2004) we argue it is not enough knowing what external changes 

SMEs go through, such as what markets they enter and what products they introduce, we also 

have to understand the internal change process SMEs experience when internationalizing. As 

globalization has paved the way for SMEs to internationalize early and reach out to more 

markets SMEs are exposed to faster changes that are increasing in number (Nummela, 2004; 

Nummela et al., 2006). Thus, it could be assumed that SMEs, early in their development, have 

to adapt and change their internal activities and processes to meet the new demands of 

operating internationally while having limited resources. As SMEs might lack knowledge and 

experience on how to manage such change, the internal change process could arguably have a 

larger impact on the SME.  

 

SMEs that have internationalized early are Swedish fashion firms, and the fashion industry 

has become increasingly internationalized and doubled in exports over the past ten years 

(Affärsvärlden, 2011; Svd, 2011). Fashion firms are involved in the manufacturing and trade 

of products such as clothes, shoes, bags or accessories, in which aesthetics is a central theme 

(European Commission, 2013; Textilhögskolan, 2013; Stenström & Strannegård, 2013). 

International markets are initially chosen based on their geographical proximity and this is 

either by own initiative or through participation in trade fairs and through connections, while 

in more distant markets internationalization has proven to be more dependent on international 

partners approaching the SMEs (ASFB, 2013). These firms are experiencing challenges 

during their international expansion as new demands arise when becoming an international 

firm. Aside from potential trade barriers and lack of specific market knowledge the firm have 

to change their organization by adapting design, production, distribution, marketing and retail 

to new market conditions, and not doing so could have major consequence (ASFB, 2013). 

Early internationalization and growth, and in turn becoming a larger organization arguably 

also place new demands on how this growth is managed, how resources are used and how 

stability is created within the SME. Thus, we argue that to manage these new demands and in 

order to internationalize, fashion SMEs are forced to make necessary organizational changes. 

This has to be done without sacrificing the dynamism and creativity that characterizes the 

fashion SMEs (Textilhögskolan, 2013). In light of the increasing number of fashion SMEs 
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that are internationalizing and the challenges they face, and as this industry has received little 

attention within research (Moore et al., 2000; Stenström & Strannegård, 2013), we argue it is 

crucial to address this neglected area and explore the internal change process during 

internationalization.   

 

Consequently, the purpose of the study is to investigate the internal change process that takes 

place in SMEs when they expand and grow through internationalization. More specifically, 

the purpose is to understand what changes take place, and how this process looks like.  

 

Based on the purpose the following research question is formulated: 

How do SMEs change internally during the internationalization process? 

 

1.2 Contribution 
By studying the rather unexplored phenomenon of internal change this study contributes to 

both academia and practitioners. The main contribution is made to academia by extending the 

theoretical understanding of the internal change process in SMEs during international 

expansion. By developing a conceptual model based on prior research and on empirical 

evidence, this study develops theory that can be used to understand SME internationalization 

and internal changes.  

 

This study also contributes with managerial implications by addressing internal changes 

within Swedish fashion SMEs, an empirical context that has received little attention within 

research. As fashion SMEs are experiencing challenges when they internationalize this study 

will contribute by revealing what these challenges are, and how founders or managers can 

manage them. As a result, SMEs could become better prepared in terms of understanding 

what resources and capabilities are needed in order to internationalize.  

 

2 Literature review 
The following chapter develops an understanding of the variables that are seen as part of 

SMEs internal change process during internationalization, and these are presented in the light 

of previous research. The chapter is then summarized with a conceptual model showing their 

interrelatedness. 
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The point of departure in the conceptual model is based on the process view of 

internationalization and on how knowledge is integrated into the firm. The process view of 

internationalization is helpful as the intention is to understand the process of internal change. 

As internationalization is a growth process tightly intertwined with change in firms’ 

organizational structure and activities (Penrose, 1995; Ruzzier et al., 2006; Nummela et al., 

2006) it is important to first establish an understanding of the internationalization process. 

Important factors in SME internationalization, such as network relationships and the role of 

entrepreneurs/founders (Coviello & Munro, 1997; Johanson & Vahlne, 2003; 2006; 2009; Li 

et al., 2004; Hutchinson et al., 2006) provide a framework for factors that influence internal 

changes in SMEs.  

 

During internationalization SMEs are dependent on acquiring and developing knowledge, and 

on creating capabilities (Penrose, 1995; Acs et al., 1997; Lu & Beamish, 2001). In order to 

explain how this knowledge is integrated into the firm a deeper understanding of knowledge 

integration is developed, a process depending on the firm’s absorptive capacity and 

knowledge sharing (Cohen & Levinthal, 1990; Kogut & Zander, 1992; Grant, 1996; 

Szulanski, 1996; Zollo & Winter, 2002). These main theoretical perspectives have been 

combined, as no single existing theory can be used to explain the internal changes firms 

experience during internationalization. 

 

2.1 SME internationalization 
Internationalization has traditionally been described as “the process of increasing involvement 

in international operations” (Welch and Luostarinen, 1993, p. 156) and when describing 

SMEs’ internationalization process their characteristics of having limited managerial, human, 

financial and operational resources, as well as lack of knowledge and experience from foreign 

markets, are often stressed. These characteristics can affect and be obstacles when SMEs 

internationalize (Penrose, 1995; Reuber & Fischer, 1997; Lu & Beamish, 2001; Hutchinson et 

al., 2005; Hutchinson et al., 2006; Casillas et al., 2009). As a result, SMEs are dependent on 

acquiring or developing new knowledge, and to create capabilities needed to overcome the 

barriers associated with international expansion (Penrose, 1995; Acs et al., 1997; Lu & 

Beamish, 2001). Networks have been argued to play a significant role as they help SMEs 

overcome barriers and facilitate their internationalization process (Coviello & Munro, 1997; 

Hutchinson et al., 2006; Johanson & Vahlne, 2003, 2006, 2009; Li et al., 2004). 
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2.2 Network relationships and commitment 
With the help of networks SMEs can grow as they are able to take part in a knowledge 

creation process beyond firm boundaries, and can access partners’ strategies, experience, 

knowledge, resources, and capabilities to overcome barriers and limitations (Lu & Beamish, 

2001; Johanson & Vahlne, 2003, 2006, 2009; Li et al., 2004; Hutchinson et al., 2005; 

Hutchinson et al., 2006; Coviello, 2006). It has even been argued that firms organize and 

change their businesses primarily to develop, support and coordinate their relationships, and 

hence increase commitment to these (Johanson & Vahlne, 2003). In relation to the 

increasingly prominent role of networks Johanson and Vahlne (2009) integrated a business 

network view in their original internationalization process model from 1977. This created an 

understanding of the firm as embedded in a business network that includes actors engaged in 

a variety of interdependent relationships. Learning and commitment take place in these 

relationships and relationships are therefore related to the identification and exploitation of 

opportunities for the firm. Moreover, some types of knowledge are seen as kept within the 

network, as of this being a network insider is vital. This is achieved by having a strong 

commitment to partners, which enable the firm to support its knowledge base, and in turn 

discover new opportunities. The emphasis on accumulating knowledge by building trust and 

commitment in firms’ relationship highlight the role of individuals within the firm. The 

individuals are involved in the relationships, and therefore responsible for learning and 

identifying opportunities (Johanson & Vahlne, 2009). SMEs internationalization is a 

knowledge creation process in which the firm is influenced by networks. Therefore, internal 

changes in the SME are closely related to how the firm commits to network relationships. 

Through the knowledge gained from network relationships SMEs can develop resources and 

capabilities needed to further commit. Given SMEs’ dependency on networks, the SME may 

be forced to adjust to the requirements of their network relationships and as a result acquire 

resources and capabilities that are needed to support further international expansion through 

these relationships. However, not only network actors have been highlighted as influential in 

SMEs internationalization. The role and knowledge or entrepreneurs and founders are 

described as important in SMEs’ internationalization; therefore it is relevant to understand 

how these individuals influence the process (Andersson, 2000; Johanson & Vahlne, 2003, 

2009; Hutchinson et al., 2006; Nummela, 2006; Sommer, 2010). 
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2.3 Importance of the entrepreneur/founder 
SMEs are dependent on a limited number of employees; therefore each individual within the 

firm has a large influence on the firm’s direction (Sommer, 2010). Entrepreneurs and 

founders is of special importance, they are responsible for decision-making in SMEs and their 

personality and attitude have been recognized to affect the SMEs internationalization 

behavior (Hutchinson et al., 2011). It has been found that the entrepreneurs’ or founders’ 

managerial competency; knowledge, previous international experience and network 

relationships as well as vision and drive all influence the internationalization process of 

SMEs. This will influence which internationalization opportunities and activities the SME 

engages in, such as which markets to enter, how and when (Vida & Fairhurst, 1998; 

Andersson, 2000; Lu & Beamish, 2001; Hutchinson et al., 2005; Ruzzier et al., 2006; 

Johanson & Vahlne, 2009). The entrepreneur/founder is further described as the most 

important change agent, with their willingness to take risk, be innovative and exploit business 

opportunities (Ruzzier et al., 2006). Moreover, it is argued that the management often 

personifies, control and directs the brand, and commitment to international growth has been 

shown to be highly dependent on managers’ previous experience, knowledge and attitude 

towards internationalization (de Chernatony et al., 1995; Vida & Fairhurst, 1998; Hutchinson 

et al., 2005). Based on the reasoning above, the role of the entrepreneur/founder within the 

SME influence internal changes. The internationalization process in SMEs can be seen as 

built around these individuals and their role of being main change agents. By making 

internationalization related decisions, such as which network relations to commit to and 

which market to enter and how, they will impact what internal changes the firm experiences. 

Based on the attitude and knowledge of the entrepreneur/founder some internal changes may 

be more easily carried out, and others may be overlooked. This is further supported by other 

scholars who argue entrepreneurs have individual resources and abilities that can facilitate 

firms’ recognition of new opportunities and the assembly and coordination of resources, 

which are critical elements in the process of internal change (Penrose, 1959; Barney, 1991; 

Barney et al., 2001; Alvarez & Busenitz, 2001). The entrepreneur/founder is also seen as a 

main resource within SMEs and internal changes are therefore often related to their decisions 

of how to achieve the firm’s goals or adapt to changes in the environment (Hurmerinta-

Peltomäki & Nummela, 2004). 
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2.4 Moving within firm boundaries 
During growth a critical activity is the reorganization and reconstruction of organizational 

resources (Penrose, 1995). In relation to this, Welch and Luostarinen (1988) describe how 

administrative and organizational demands increase during growth, which in turn leads to 

organizational change. Based on these arguments, Nummela (2004) developed a framework 

and studied internal change during internationalization in three small firms. The framework 

(Figure 1) illustrates the relationship between the external actions of the firm (export strategy, 

operation mode, product and market) and the internal features of the firm (organizational 

structure, finance and personnel), where the internal features illustrate what changes within 

the firm. Nummela (2004) found that internal changes are tightly intertwined; finance is often 

related to ownership, and changes in finance, ownership and personnel change the 

organizational structure.  

 

This framework was also used by Nummela et al., (2006), 

who argue that small firms may have to change their 

financials, develop their organizational structure, and 

diversify their personnel in order to acquire the skills and 

resources needed for internationalization. It is further 

argued that since employees carry their knowledge and 

experience with them, hiring new personnel can support 

organizational change, and in turn develops the collective 

memory of the firm (Welch & Luostarinen, 1988; 

Nummela et al., 2006). Thus, when studying internal 

change within SMEs the framework developed by 

Nummela (2004) can be used as a foundation to build a 

better understanding of the internal change process. 

However, to understand what changes it is useful to go beyond the three internal firm features 

(Nummela, 2004; Nummela et al., 2006). The reasoning about the internal features of the firm 

can be extended by looking at all activities and processes in the firm’s organizational structure 

by viewing the firm as a value chain (c.f. Porter 1998). The value chain divides the firm into a 

series of interconnected value generating functional activities. The firm is divided into 

primary activities, which are directly involved in the creation and market of products, for 

example, design, production, distribution, marketing and sales, and customer service 

activities, and support activities, for example, finance, human resources, legal, administration 
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and management activities (Porter, 1998). In line with Nummela (2004) these activities and 

processes are what constitute the firm’s organizational structure, and when activities increase 

and become organized and managed, the organizational structure change. Based on this 

reasoning, when the internationalization process continues, so would the involvement and 

adaption of activities. In example, primary activities such as distribution, marketing and sales 

will be adapted to international operations, and to facilitate these changes support activities 

such as finance and human resources will be needed.  

 

2.5 Exploring the nature of change 
Depending on what resources the firm needs to acquire and recombine to support 

internationalization, changes in the value chain’s activities and processes assumingly also 

vary in degree, some changes may be small while others more substantial. To understand the 

type of change that can take place, change can be classified into first- and second order 

(Watzlawick et al., 1974; Bartunek & Moch, 1987; Nummela, 2004; Nummela et al., 2006; 

Chapman, 2002). First order changes are incremental (Chapman, 2002; Nummela et al., 2006) 

and can be described as changes that occur as personnel learn and gain new knowledge during 

internationalization, which they incrementally integrate into existing business routines and 

activities (Johanson & Vahlne, 2003; Nummela et al., 2006; Casillas et al., 2009). On the 

other hand, second order changes are more drastic in nature (Chapman, 2002) such as changes 

in the firm’s business idea as a result of internationalization (Nummela et al., 2006). When the 

firm is increasing commitment to network relationships and foreign markets, second-order 

changes might be needed to support the growth (Johanson & Vahlne, 2003, 2009). It can be 

changes such as outsourcing of value chain activities, transformational changes in 

organizational structure or changes in personnel (Nummela, 2004; Nummela et al., 2006). 

Changes do not occur in vacuum and changes within one activity also lead to changes in other 

activities of the value chain. In example, if a firm deepens its commitment in a market by 

establishing a subsidiary, this would increase demands on the firm to manage and support 

new developing activities and it may be necessary for the SME to acquire, integrate and 

extend their resources and skills (Nummela, 2004; Casillas et al., 2009). These resources are 

classified into tangible, such as human, financial and physical, and intangible, such as 

reputational, organizational and knowledge (Collis & Montgomery, 1995; Rangone, 1999; 

Ruzzier et al., 2006). In order to gain competitive advantage, it is argued that possessing 

resources are not enough; they also constantly need to be managed and adapted to the 

environment. Therefore, in order to change, SMEs need to continuously combine and re-
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organize resources in order to create organizational capabilities that lead to competitive 

advantage (Lichtenstein & Brush, 2001; Sirmon et al., 2007). This is in line with Penrose 

(1959, 1995) who view the firm as a bundle of resources organized under an administrative 

framework, and describe firm changes as the reorganization and restructuring of 

organizational resources.  

 

Organizational capability is firm’s ability to perform an arranged set of tasks through a set of 

routines and utilize organizational resources (tangible and intangible) to achieve a particular 

end result (Helfat & Peteraf, 2003). It has further been argued that the ability to create, 

develop and recombine resources to create other capabilities comes from managers and 

individuals (Eisenhardt & Martin, 2000). Internal change can therefore be seen as the process 

of combining resources and creating capabilities, which SMEs need to perform activities 

related to the internationalization process. The organizational members carry out the activities 

within the firm and changes are highly related to their individual knowledge (Welch & 

Luostarinen, 1988; Nummela, 2004; Nummela et al., 2006). Furthermore, individuals’ 

knowledge enables the firm to interact with its environment and reshape itself in the process 

(Nonaka et al., 2000; Nummela et al., 2006). This is also in line with Johanson and Vahlne’s 

(2009) argument that individuals are responsible for the learning and commitment to 

relationships. Thus, to understand how internal changes occur during internationalization it 

becomes vital to understand how individuals’ knowledge is integrated into the firm. 

 

2.6 From external to internal knowledge - Knowledge integration 
Knowledge integration is a matter of how knowledge is transferred from the individual to the 

organizational level (Szulanski, 1996; Nielsen, 2006). For instance, when it is learned that a 

distributor request a broader product line, this knowledge becomes integrated into the design 

process, and necessary internal changes are made in response to the request. These changes 

can either be a result of integrating externally generated knowledge that existing personnel 

learn, but also as Nummela et al., (2006) argue, by integrating knowledge through recruiting 

new personnel, since these carry knowledge and experience with them. In order to integrate 

knowledge the firm need to have absorptive capacity, which enables the firm to incorporate 

external knowledge into existing processes and routines (Wang & Ahmed, 2007). For 

knowledge to reach its full potential and create organizational capabilities knowledge also 

needs to be shared (Grant, 1996; Nielsen, 2006). This is the process of sharing learned 

knowledge between units and people in the organization. Knowledge sharing and absorptive 
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capacity within the SME are intertwined since absorptive capacity facilitate knowledge 

sharing which in turn is needed for the development of the firm’s absorptive capacity (Cohen 

& Levinthal, 1990; Szulanski, 1996; Wang & Ahmed, 2007).  

 

Absorptive capacity is the ability to identify, acquire, assimilate and deploy externally 

generated knowledge that is critical to its operations and necessary to build other 

organizational capabilities (e.g. marketing, distribution, and production) (Zahra & George, 

2002). Absorptive capacity is based on prior related knowledge stored within the firm, such as 

basic skills, a shared language or knowledge about a given field, which is needed for 

absorption and use of new knowledge (Cohen & Levinthal, 1990; Szulanski, 1996). This 

ability also develops from the firm’s past experience, for example successes and failures over 

time (Zahra & George, 2002). According to Cohen and Levinthal (1990), a firm’s absorptive 

capacity depends on the individual members’ absorptive capacity, but also on links between 

individuals. Some commonality in individuals’ knowledge is needed as it facilitates 

communication, but diversity can be beneficial for the firm’s absorptive capacity. It has been 

found that close linkages between complementing functions can lead to cross-functional 

absorptive capacities and that specialization should not be pushed too far as it could 

undermine communication among individuals that strengthen the firm’s absorptive capacity 

(Cohen & Levinthal, 1990). Firms with a high degree of absorptive capacity have shown 

better ability to learn from partners, integrate external information and transfer knowledge in 

order to make it firm embedded (Wang & Ahmed, 2007). 

 

For SMEs, which have limited human resources, this implies that the absorptive capacity is 

determined by the knowledge and experience of a small group of people. Moreover, as the 

entrepreneur/founder has a major role in the SME, it can be argued the SME’s absorptive 

capacity to a large extent is dependent on founders’ prior related knowledge and experience. 

More specifically, the founders’ previous experience and knowledge highly affects what 

knowledge is absorbed and how it is deployed, which in turn determines organizational 

change. This is supported by Cohen and Levinthal (1990) and Kogut and Zander (1992) that 

argue absorptive capacity is highly dependent on individuals situated at the interface of the 

firm and the external environment, or at the interface between different units within the firm. 

Individuals’ absorptive capacity also depends on the organizational network where broad and 

active internal and external relationships enable individuals to learn and become aware of 

other capabilities. Then absorptive capacities from network relationships can be leveraged and 
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hence strengthen the absorptive capacity of the firm (Cohen & Levinthal, 1990). This follows 

previous arguments that network relationships play a role in how firms change internally. 

Thus it can be argued that network relationships contribute to the development of the SME’s 

absorptive capacity as it enable identification, acquisition and deployment of externally 

generated knowledge that is necessary to build organizational capabilities. However, to 

develop the firm’s absorptive capacity knowledge need to be shared within the firm (Cohen & 

Levinthal, 1990; Kogut & Zander, 1992).  

 

Sharing is the process of packaging and transferring knowledge within the organization 

through articulation and codification (Nielsen, 2006). Knowledge articulation is how 

collective competence is developed through the process of articulating and transferring 

knowledge within the organization. Articulation; such as collective discussions and by sharing 

individual experiences with colleagues, can lead to an improved level of understanding. This 

can in turn lead to changes in routines or the discovery that more fundamental changes are 

needed (Zollo & Winter, 2002). Knowledge codification is a higher level of sharing and 

involves stating understandings, in example through manuals, blueprints or decision support 

systems (Cohen & Levinthal, 1990; Kogut & Zander, 1992; Zollo & Winter, 2002). To what 

degree knowledge can be shared depends on the knowledge characteristics. Tacit knowledge 

is difficult to integrate, as it is subjective in the form of skills, beliefs, ideas or perspectives, 

and can be described as “know-how”. It is acquired by, and stored within, individuals of the 

firms, and therefore much more difficult to articulate and integrate. Articulation of tacit 

knowledge requires extensive personal contact; trust and regular interaction, but tacit 

knowledge is difficult to transfer without the exchange of key personnel (Kogut & Zander, 

1992; Grant, 1996; Nonaka et al., 2000; Polanyi, 2009). In comparison, explicit knowledge, 

which can easily be defined and discussed, can more easily be transferred as it can be codified 

and stored (Cohen & Levinthal, 1990; Kogut & Zander, 1992; Grant, 1996; Nonaka et al., 

2000; Zollo & Winter, 2002). Articulation and codification facilitates change by supporting 

knowledge development and the knowledge transfer process, and as firms grow codification 

of knowledge becomes more desirable to enable sharing within the larger organization (Zollo 

& Winter, 2002). However, codification is often not prioritized as it is time demanding 

(Kogut & Zander, 1992; Zollo & Winter, 2002). In relation to knowledge sharing, during the 

internationalization process and as the organization grows, sharing of tacit knowledge become 

increasingly difficult as it requires close and extensive interaction. This would then imply that 

the need for codified knowledge within the SME increases. Motivational factors also affect 
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the process of sharing, therefore it is important to create a culture that enables knowledge 

sharing (c.f. Szulanski, 1996; Nielsen, 2006). 

 

2.7 Conceptual model – towards opening the black box 
The model describing the internal change process in SMEs during internationalization is seen 

in Figure 2. Following is an explanation of the variables within the conceptual model.  

 
 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. A conceptual model of the internal change process in SMEs during 

internationalization (authors own).  

 

Network relationships  

SMEs internationalization process is about strengthening the firm’s position in the network it 

is embedded in. Through network relationships SMEs access knowledge and learn, and by 

integrating the knowledge SMEs develop resources and capabilities that are needed in order 

to manage its increasing number of activities and processes. Integrating knowledge from 

networks lead to internal changes and as a result SMEs can further commit to and strengthen 

their network relationships.  

 

Knowledge from Entrepreneur/Founder 

The entrepreneur/founder is a source of knowledge and their knowledge and previous 

experience affect what new knowledge is absorbed and how it is deployed within the firm. 
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The entrepreneur/founder in SMEs is a key resource and change agent who decides which 

network relationships to commit to facilitate further international expansion, and as a result 

influences the SME’s internal change process  

 

Knowledge integration: Absorptive capacity and Knowledge sharing 

How knowledge is integrated into the firm is determined by two factors; firm’s absorptive 

capacity and on sharing knowledge within the firm. Absorptive capacity is the ability to 

identify, assemble and deploy external knowledge that is critical to the firms operations. 

SMEs absorptive capacity is determined by the organizational members’ previous knowledge 

and experience, and on the link between the organizational members. In relation to the 

prominent role of founders, their previous experience and knowledge highly affects what 

knowledge is absorbed and how it is deployed. Network relationships also contribute to the 

SME’s absorptive capacity as it enables the identification, acquisition and deployment of 

externally generated knowledge that is necessary to build organizational capabilities. 

 

Sharing is the process of transferring knowledge within the organization through articulation 

and codification, and in order to create organizational capabilities knowledge needs to be 

shared. Articulation and codification facilitates change by supporting knowledge development 

and the knowledge integration process, and as SMEs internationalize codification of 

knowledge becomes necessary to enable sharing. Tacit knowledge requires extensive personal 

contact and trust, and is difficult to transfer without the exchange of personnel. Explicit 

knowledge can more easily be transferred as it can be codified and stored. Absorptive 

capacity and knowledge sharing are intertwined since absorptive capacity facilitate 

knowledge sharing, which is needed to develop the firm’s absorptive capacity, as sharing 

knowledge links the individuals within the firm.   

 

In sum, knowledge drives the internal change process and the conceptual model illustrates the 

process of how external knowledge gained during internationalization is integrated into the 

firm. This leads to reorganization of firm resources and development of capabilities which 

leads to changes in the firm’s activities and processes that are necessary in order to manage 

and support SME’s commitment to its network relationships, and thus internationalization.  
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3. Methodology 
3.1 Research approach 
Even thus internationalization is a widely addressed research topic, internal change in SMEs 

during internationalization has to a large extent been neglected. Therefore this study explores 

the rather unknown process of internal change and builds on the existing but scarce research. 

Based on the identified research gap, and the lack of empirical evidence regarding the 

phenomenon, an exploratory qualitative research approach is chosen (c.f. Eisenhardt & 

Greber, 2007). By a qualitative approach this study gains rich real-life insights into how 

SMEs change internally over time and also into the empirical context of the fashion industry, 

which quantitative data could not have explored (c.f. Eisenhardt & Greber, 2007; Saunders et 

al., 2009).   

 

3.2 A multiple case study design 
Since this study intends to contribute to an extended theoretical understanding the chosen 

multiple case design is conducted as such design is highly suitable for developing theory. As 

data is derived from several units of analysis it is possible to contrast and compare data, 

which build a stronger foundation for developing theory (c.f. Eisenhardt & Greber, 2007). 

Further support is that multiple cases enable a broader exploration and analytical power, 

which makes it easier to determine accurate abstractions when extending theory. This 

approach is deeply rooted in empirical data and as a result, theory built from cases is most 

likely accurate, testable and interesting and also more robust and generalizable (c.f. 

Eisenhardt & Greber, 2007). Moreover, conducting a case study is also supported by Saunders 

et al.,’ s (2009) argument that when research intend to address the question “how”, such as in 

this study, a case approach is most suitable. 

 

3.2.1 Case selection 

With the intention to extend theory and illuminate a phenomenon, the case selection is based 

on the cases ability to best help address the research question, described as purposive 

sampling (c.f. Eisenhardt & Graebner, 2007; Saunders et al., 2009). The main reason for 

choosing this technique is that it is beneficial when developing theory grounded in empirical 

data, as it allows for a selection of firms that are particularly informative (c.f. Saunders et al., 

2009). The case firms are chosen based on the following three criteria: (1) Being classified as 

a small- to medium sized enterprise (SME) by having a maximum sales turnover of 50 million 
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Euros and less than 250 employees (European Commission, 2013). The first criterion needs to 

be fulfilled since the purpose is to study SMEs. (2) Having operations in several international 

markets. The second criterion is chosen as the case firms need to have gone through an 

internationalization process, and as experience from several markets would provide richer 

empirical findings. (3) Having internationalized no less than five years ago. The third 

criterion is chosen to ensure the firms have gone through internal changes as a result of 

internationalization at least during the last five years. Based on the criteria 14 firms were 

contacted, and after explaining the purpose of the study and requesting access to key 

informants, three firms agreed to participate. The three firms are founded in different years 

and are at different stages of their internationalization process. The other firms chose not to 

participate due to factors such as time constraints and a heavy workload and the final 

selection of the three case firms are therefore based on a convenience sampling (Saunders et 

al., 2009). Within the three case firms the unit of analysis is the internal change process the 

firms have experienced during internationalization.  

 

 Argos Castor Minos 
Turnover  375 MSEK  235 MSEK 30 MSEK  
Export (%)  80% 50% 90%  
Personnel  74 48 4 
Ownership  Stock listed Privately held Privately held 
Founded 2000 1984 2001 
First international activity  2000 1984 2001 
Number of markets  37 18  10 
Sales strategy  Subsidiaries and fully 

owned distributor, 
other distributors. 
Own stores and 
retailing.  

Subsidiaries and 
distributors. Own 
stores and retailing.  

Distributors and 
agents. Retailing. 

 
Table 1. Case companies (Data from 2011/2012 annual reports)  
 
 

3.2.2 Selection of informants 

The selection of informants from the three case firms is based on their role in the firm and 

their ability to help address this study's research question, so called purposive sampling (c.f. 

Eisenhardt & Graebner, 2007; Saunders et al., 2009). The following criteria are formulated: 

(1) Managers/founders, as they would have insights in decisions and outcomes in regards to 

internationalization events. (2) Minimum one informant that has been working in the SME 

since it was founded, as it is important to understand how the SME has been organized 
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internally from start (3) at least one informant that currently is working in the SME, as it is 

important to understand how the change process has evolved to this day. Based on these 

criteria, nine informants that operated/operate across different functions within the firms were 

chosen. The firms and informants were guaranteed confidentiality as this both made it easier 

to gain access and improve data validity as informants could speak more freely about the 

topic (Saunders et al., 2009). By interviewing informants from different areas of the firm the 

risk of biased information is mitigated, and a more holistic view can be gained as informants 

from the same firm may view changes differently (c.f. Eisenhardt and Graebner, 2007). Table 

2 provides an overview of the informants.  

 

3.3 Data collection   
The primary data is collected through nine personal interviews across the case firms, personal 

interviews is the most suitable data collection method as it offers the opportunity to collect 

rich empirical data and is especially suitable in order to gain insights about a phenomenon, 

such as the topic at hand (c.f. Eisenhardt & Graebner, 2007). Prior conducting the interviews 

an interview guide was developed that provided as a basis for the interviews (Appendix 1). In 

line with the SME internationalization process, internal change within SMEs during 

internationalization is also viewed as a process. Thus, the interview guide is not strictly 

following the developed conceptual model. Instead, it is designed to first establish an 

understanding of the external process of internalization followed by an understanding of the 

internal change process in relation to the former. The informants were asked to think back on 

events in the firm’s internationalization process and then on changes within the organization 

in relation to these. Informants were encouraged to share their view of the process and were 

asked to describe what changed, how and why it changed as well as what the result of the 

change was.  

 

The interview process was initiated by sending out e-mails with a request that informants, 

prior the interview should think back on the internationalization process of the firm and on 

internal changes during the process. By doing so the informants were given the chance to 

prepare by recalling and reflecting on events and changes that took place years ago, which 

therefore increased the quality of discussion (c.f. Saunders et al., 2009). The interviews were 

held in a semi-structured manner with open-ended questions. Given the study's exploratory 

nature and aim to gain an in-depth understanding of a somewhat unknown phenomenon, a 

semi-structured method is preferable as it allows for new emerging issues to be explored and 
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as informants freely could share their view of the process, also other potential variables that 

was not part of the conceptual model (Saunders et al., 2009). Open-ended questions also 

enable informants to explain and develop their response fully, and hence provide rich 

empirical data (Eisenhardt and Graebner, 2007; Saunders et al., 2009). Both authors 

participated in the interviews, one had a more active role and was responsible for asking 

questions while the other took notes and asked clarifying questions. This to ensure a correct 

understanding was gained during the interviews. Interviews were conducted in Swedish, 

lasted around 1- 1.5 hours and were held the firms’ headquarters. The interviews were also 

audio recorded and later transcribed which, according to Saunders et al., (2009) facilitate the 

analysis and reduces the risk for biases from researchers when analyzing the data. 

 
Case company 
 

Role (s) of informants 
(Examples of previous roles) 

Years in company Length of interview 

Argos Founder, Sales Manager 2000-2012 1 h 10 min 

 Founder, CFO and Market Manager 2000-2009 1 h 15 min 

 Business Controller  
 

2003-present 1 h 5 min 

 Wholesale Markets Sales Manager 
(Credit Manager, Retail Manager and 
Global Sales Manager) 

2005-present 1 h 15 min 

Castor Founder (CEO) 
 

1984-present  1 h 30 min 

 CEO (Sales manager) 
 

2003-present 1 h 30 min 

 International Sales Manager  
 

2008-present  1 h 

Minos Founder and Product Manager 2005-present 1h 30 min 

 Founder, Sales and Marketing Manager 2005-present  1 h 30 min 

 

Table 2. Overview over informants and interviews 

 

Secondary data is also collected, in order to gain an understanding of the industry context and 

to complement data collected through interviews. To understand the industry context 

secondary data is collected from industry reports and two telephone interviews with two 

industry organizations. Other secondary data is collected from annual reports and daily 

newspapers in order to triangulate and verify the data collected through the primary 

interviews. By collecting data from various sources a richer picture can be gained, and by 
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verifying the data this also strengthens the internal validity of the study (c.f. Yin; 2003; 

Eisenhardt & Graebner, 2007). 

 

3.4 Data presentation and data analysis 
Given that the collected data describes a process related to events and activities over time, it is 

important to conceptualize and identify patterns in order to fully capture the process (c.f. 

Langley, 1999). Therefore, during the course of the study data was continuously analyzed in 

order to identify important patterns and themes and this was a process of repeating revision as 

new patterns emerged (c.f. Saunders et al., 2009). In order to facilitate the analysis process, 

the transcripts were summarized in order to grasp key themes that were interesting to explore, 

and both researchers kept personal notes to record ideas and reflections. These were used to 

aid in identifying patterns and ensure a correct understanding of the data (Saunders et al., 

2009). When the transcripts were summarized and the notes were compiled the information 

was read through by both researchers, then discussed and compared. Focus was first on the 

data from each case firm to understand their unique patterns before trying to generalize 

patterns across the three cases. The next step was comparing and discussing the three cases 

and conducting a cross-case analysis in order to identify patterns across the three case firms 

(c.f Eisenhardt, 1989). When there are multiple-cases that provide a fairly large amount of 

comparable events and processes this analysis strategy is suitable, and this strategy is also 

argued to be high in accuracy as it is deeply rooted in the empirical data (c.f. Langley, 1999; 

Saunders et al., 2009). During this process a number of key categories emerged, which in turn 

came to consist of a number of sub-categories, these are the basis for how the empirical 

findings are presented. An overview of the categories is shown in Table 3.  

 

The empirical findings first present the Swedish fashion industry and firm characteristics; this 

is based on data collected from interviews with the industry organizations, industry reports 

and published literature. To provide a richer empirical content a table that provides an 

overview over the three case firms is used as a supplement (c.f. Langley, 1999; Eisenhardt & 

Graebner, 2007). Then the case findings are presented, in which data from informants across 

the case firms are summarized and categorized and presented as a coherent representation of 

the internal change process. The three case firms are anonymous but are presented with the 

fictional names Argos, Castor and Minos. The empirical data is condensed to only describe 

the internal change process; other data not relevant for the study is excluded. Differences are 

described by presenting the firms separately and individual quotes are used to emphasize 
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similarities or contrasting opinions. This method for presentation are deemed most suitable, as 

presenting each case narratively when conducting a multiple-case study, is impracticable, as 

there is a risk of losing emerging theory when the text becomes too wide and unmanageable 

(c.f. Eisenhardt and Graebner, 2007). After the empirical data was condensed and categorized 

the process of explaining and understanding the findings followed. With support from the 

conceptual model the empirical findings were analyzed and as a result three overarching 

categories emerged as especially prominent. The presentation of the analysis is organized 

according to the categories shown in Table 3.   

 

Empirical findings  
 

Analysis  

The three fashion firms – background and 
internationalization patterns  
 

External actors’ influence internal change  
- Network relationships  
- Owners/investors  
- Challenges with owners/investors  

Development of internal structure  
- External influence 
- The problem of establishing structure 

 

Change in roles and responsibilities 
- Founders’ influence  
- Recruiting from personal networks  
- Change in responsibilities - a need for 

expertise  
 

Change in personnel  
- Change in roles 
- A need for personnel 
- Change in roles of founders 
- Consequences of hiring personnel 

 

Change in organizational structure  
- A small organization 
- A growing organization  
- Consequences 

Development of functions  
- The design and sales functions 
- The human resource process  
- Adapting functions to markets 

 

 

Table 3. Categorization of empirical findings and analysis  

 

3.5 Research limitations and quality of study 
In relation to the methodological choices a potential weakness in this study is the selection of 

case firms. Even though the three firms meet the sample criteria, the cases differ in terms of 

founding year, turnover, number of personnel and sales strategy. This implies that the firms 

are at different stages of internationalization and therefore have undergone varied internal 

changes. However, during data collection, patterns in both internationalization behavior and 

internal changes were identified between the smaller firm and the two larger firms at their 

similar stages of development. Therefore the firms are viewed as comparable and as providing 

an accurate picture of the internal change process.  



	  

	   24	  

Another important aspect to address is that the data collection through interviews is 

retrospective, which was necessary in order to study the change process over time. This is 

especially a concern in the firm founded earlier than the other two firms and therefore has a 

longer process to recall. In relation to this the accuracy in the data is dependent on the 

memory of informants, which can lack details and nuances. Further, it can be difficult for 

informants to separate change in relation to internationalization, with other changes within the 

firm (c.f. Langley, 1999). However, a retrospective approach was necessary as a longitudinal 

study was not possible due to the time frame of the study. To facilitate informants to better 

recall events and changes informants were asked to think back on the internationalization 

process of the firm and on internal changes during the process prior the interviews. Also, by 

interviewing one or several founders in each case firm access was gained to informants that 

have been deeply involved in the firms’ activities since start and therefore highly 

knowledgeable. During the interviews it was also apparent that all founders had a very vivid 

memory of their firm’s development as they could describe changes and events in great detail.  

 

In order to strengthen the internal validity of this study data has been triangulated (c.f. 

Saunders et al., 2009). First, data was collected from three different firms to provide a more 

complete picture of the internal change process. Secondly, interviewing two or more 

informants in each firm was to ensure that a holistic understanding of the phenomenon was 

established. In each firm, the interviews were held until the informants’ stories and 

explanations overlapped, and it could be assumed the collected data give a comprehensive 

picture of the process. Hence, the number of informants that were interviewed was considered 

enough in order to gain a sufficient understanding of the process. Lastly, to improve the 

internal validity of the empirical findings, the informants were given the chance to via e-mail 

verify if the empirical findings that had been written were a true reflection of their 

perspectives on the internal change process. Hence, in this study several strategies were used 

to strengthen the internal validity and based on these it is justifiable to assume that this study 

has explored what it intended to explore; the internal change process in SMEs during 

internationalization. 

  

In terms of interpreting the data, quotes and the empirical data were translated into English, 

which can affect the accuracy of the content. However, both the authors who are familiar with 

the material took part in the translation, and one external actor was asked to verify the 
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meaning of the quotes. According to Brislin (1970) this mitigates the risk of inaccurate 

translations. 

 

Finally, the study's generalizability could be questioned as theory built from case studies is 

based on a narrow set of data (c.f. Eisenhardt, 1989). However, the level of generalizability of 

this study is strengthened by conducting a multiple-case study and by having multiple 

informants (c.f. Eisenhardt & Graebner, 2007). Moreover, building theory from cases is 

argued to produce more empirically accurate and novel theory, this is viewed as a strength 

that outweigh the otherwise limited generalizability (c.f. Eisenhardt, 1989).  

 

4 Empirical findings  
In the following chapter the Swedish fashion industry and the characteristics of fashion SMEs 

are first presented. Secondly, the empirical findings from the three cases are described.  The 

case findings are presented based on four overarching themes: (1) The three fashion firms- 

background and internationalization patterns (2) Development of internal structure (3) Change 

in personnel (4) Development of functions. 

 

4.1 Industry background 
The Swedish fashion industry to a large degree consists of small and medium sized firms that 

focus on their brands. Fashion firms’ value chain can generally be divided into design, sales, 

production, distribution and retail, and the firms are involved in and control these to different 

degrees. Moreover, the garment production is often outsourced and competitive edge instead 

lies within the brand, having flexibility in design, speed to market, marketing and strategy for 

retailing of products (Hauge, 2007; Bhardwaj & Fairhurst, 2010). Also, the industry is highly 

dynamic due to the many fashion seasons and cycles that fashion firms need to serve 

(Bhardwaj & Fairhurst, 2010). Personnel within the fashion firms’ in-house functions are seen 

as key resources. However, these firms often have limited possibilities to hire new personnel, 

or outsource other functions than the garment production as they have limited resources. 

Consequently, knowledge and responsibility often resides in a small number of people. 

Furthermore, financing is critical, and lack of capital is commonly a hinder for firms’ 

expansion (Bhardwaj & Fairhurst, 2010; Textilhögskolan, 2013). Alternatives for private 

financing are venture capital or becoming listed on the Stock Exchange, which can be 

difficult for a smaller young firm, as it will have to conform to new demands (ASFB, 2013). 
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Fashion firms can also differ in how they organize their international sales, which in turn 

affect what value chain activities the firm has. Firms normally manage the design, 

procurement, sales, customer service and marketing in-house, but it varies regarding 

distribution, production and retail (ASFB, 2013). Often collaborations are established with 

distribution agents or licentiates, but firms can also have complete control over their 

distribution. A distribution agent acts as a link between the brand and retailers and distributes 

the products, while a licentiate buys a license to distribute and sell the brand. The brand 

owner is most often still responsible for product development and marketing. The retailing 

can also vary; firms can sell through retailers, have shop-in-shops, or their own stores. 

Fashion firms often uses several of the above-mentioned strategies to organize themselves, 

and it can vary depending on market. Strategies can also change over time in relation to the 

firms’ financial capability, risk willingness, relationships and on what opportunities are 

presented (ASFB, 2013). 

 

4.2 Case findings 
4.2.1 The three fashion firms- background and internationalization patterns 

The three Swedish fashion firms were each founded by creative entrepreneurial individuals 

that had previous experience and knowledge from working in the fashion industry. The firms 

all have multiple founders, and still today at least one founder is actively involved in 

respective firm’s operations. The founders are described as highly dedicated to their brand 

and products, and from the beginning they all had a distinct idea of what the brand 

represented, and this core idea of the firms can be seen as a representation of the respective 

founders’ passion and drive. All the firms had an international focus from start as founders 

already had established international contacts, and as the domestic market was too small for 

the desired growth. A pattern in the firms’ internationalization activities was that they initially 

expanded to different European markets, and that the choice of markets mainly was a result of 

where the founders had business contacts and previous experience, but also of where actors 

that approached them operated. However, all firms rather early in their development entered 

more distant markets such as Russia, the US and countries in Asia, this was also as a result of 

contacts they had gained during their operations. International trade fairs were used by all 

firms and enabled them to build a network of partners, such as distributors and agents, which 

to a large degree facilitated their internationalization process. The firms also described that 

their international expansion have been much about taking chances and seizing opportunities, 
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and that the international expansion to a large extent had been a process of trial and error. 

Another pattern within the firms was that they experienced a substantial and rapid growth 

during their first years of internationalization, and their small turnovers were in the early 

years doubled from one year to another. For two of the companies, Argos and Castor, the 

growth had in later years slowed down and both firms have gone from focusing on expansion 

to focusing more on profitability. After years of trial and error, the firms realized the need to 

remove unprofitable business relationships and markets. In contrast, Minos, which is a 

smaller firm, has not come as far in its development. However, in comparison to the larger 

firms, the internationalization patterns and internal changes correlates with those of the larger 

firms when they were of the same size as Minos. As previously shown, an overview of the 

case firms can be found in Table 1.  

 

 Argos Castor Minos 
Turnover  375 MSEK  235 MSEK 30 MSEK  
Export (%)  80% 50% 90%  
Personnel  74 48 4 
Ownership  Stock listed Privately held Privately held 
Founded 2000 1984 2001 
First international activity  2000 1984 2001 
Number of markets  37 18  10 
Sales strategy  Subsidiaries and fully 

owned distributor, 
other distributors. 
Own stores and 
retailing.  

Subsidiaries and 
distributors. Own 
stores and retailing.  

Distributors and 
agents. Retailing. 

 
Table 1. Case companies (Data from 2011/2012 annual reports)  
 
 

4.2.2 Development of internal structure 

One pattern identified among the three firms was that they started out their businesses barely 

having any internal structure in the form of routines, processes, role descriptions or formal 

guidelines. Alongside internationalization more structure was established as the firms realized 

the benefits of having structure but also as a result of requirements and influences from 

external actors. 

4.2.2.1 External influence 

What was found across the cases was that external actors such as investors, venture capitalist 

firms or large distributors, that had an interest in respective firms, influenced the firms. As a 

result the firms became more structured and implemented processes and routines that 
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facilitated future growth. In example, both in 2003/2004 and 2005/2006, Argos had venture 

capitalists that invested in the firm. This was expressed as necessary in order to finance their 

growth. The investors became majority owners and the firm’s ownership structure changed. 

This led to several changes in the firm, amongst others more advanced financial reporting 

processes, new routines such as having annual meetings and new personnel being hired. As an 

additional step in financing the expansion, Argos was listed on the Stock Exchange in 

2007/2008, which resulted in additional rules and regulations. In order to conform to the new 

rules existing personnel were educated and people with experience from stock listed firms 

were hired. With more financial resources Argos was able to internationalize at a much faster 

pace, which also led to a faster development of new activities such as managing the increased 

number of sales channels and the different new financial routines.   

 

A similar pattern was found in Minos, as when they partnered with a major distributor as a 

part of their international expansion in 2012 they became more structured. To meet the 

distributor’s demand for products the firm, amongst other things, developed a process for 

barcoding products. This influence was also seen in Castor when an American investment 

group, around 2009/2010, was interested in investing in the firm. Consequently, Castor was 

impelled to make internal changes, such as recruiting a Global Brand Manager to strengthen 

the brand and to implement new routines such as having an annual internship program for 

students. The founder of Castor expressed this influence: “The investment group came with 

experience and ideas from larger firms and they wanted to build templates and so on... they 

made us alter the entire product development process, to make it more based on analysis... all 

processes in the firm needed to be faster and more efficient”. External influence was mostly 

seen as positive as external actors influenced the case firms to take action and implement 

routines they lacked, as Minos described: “Our partners help us to become better”. However, 

in some incidents the external influence was experienced as damaging to the firm, and one of 

the founders in Argos expressed: “It was a necessary process, to become more strict, but I 

think we overdid it, we sacrificed some of the original business idea and core values when we 

had stock owners watching us”.  

 

Having international operations also made the SMEs more exposed to international market 

conditions. During the financial downturn in 2008/2009 Argos and Castor experienced a 

lowered profitability as a result of lower sales in certain markets. As expressed by one of the 

founders of Argos: “When growing fast the company takes on a lot of costs, especially in the 
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form of personnel, and these costs are much more difficult to adjust than sales… costs do not 

change even if certain markets fail”. After years of fast growth, this made them realize they 

needed more structure within the firm and procedures for business activities in order to 

control their growth and resources better. The founder of Argos continued: “It is fun when the 

firm grows; champagne is flowing and all good things cover the bad… But it’s like walking 

over a glacier where the snow lies thick, its first during spring when the snow melts you 

realize that you risked your life and could have fallen down into any of those cracks now so 

obviously exposed”.  

4.2.2.2 The problem of establishing structure 

The firms had the ambition to be structured by developing routines and processes within the 

firm already from start, but it was difficult to prioritize as the firms experienced rapid growth. 

The founder and sales manager at Argos exemplified this: “We had the ambition to be 

structured, but at the pace we were growing in we couldn’t just put everything else aside and 

say - Okay, lets take a year and implement the perfect business system”. 

 

More structure have been established during internationalization, but all firms expressed that 

they even at this point of their development, to a large degree lack routines, formal guidelines 

and written descriptions regarding roles, functions and processes. This was seen as a problem 

as it became difficult to hire and train new personnel and to have an understanding of other 

employees’ and own responsibilities. The lack of formalized processes was expressed as 

being a result of their continuous engagement in new activities. As one informant from Argos 

described: “Our new Finance Manager came in and told us we needed to establish continuity, 

that we needed to have routines and descriptions. But it does not work that way, because we 

change all the time; we open new stores, change distributors, enter new markets, licentiate off 

operations to the US, unexpectedly change our agent in Denmark, and suddenly open up a 

web shop”. However, structure was desired and the few times it has been developed, for 

instance job descriptions, the process of identifying problems, improving activities, and 

focusing on respective responsibilities became easier. In Minos the founders are planning to 

develop role descriptions, as they believe it can help them avoid being overly dependent on 

specific individuals, such as their own roles as founders. In Castor, both the founder and CEO 

expressed that formal guidelines were useful when the organization grew as it helped to 

communicate the firm’s vision and how activities should be carried out. Not having any 
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processes written down was described as problematic and time consuming when training and 

learning new personnel. 

 

Summary 

In the beginning of the internationalization process the SMEs lacked internal structure such as 

routines, processes and descriptions, but as the firms grew through their international 

expansion being structured became more important. Internal changes were a result of 

influences and requirements from external actors, and the SMEs felt they had to meet their 

demands, and that it also was an opportunity to learn. External influence was positive as the 

firms took action, but also negative as core values were lost in the process. Formal processes 

and routines were helpful, but because of constant changes formal processes and routines are 

to a large extent still lacking. Having international operations also exposed the SMEs to 

international market conditions that forced the firms to go through internal changes. 

 

4.2.3 Change in personnel 

4.2.3.1 Change in roles 

One pattern identified was that international expansion and growth led to the restructuring and 

creation of roles, and roles developed from being generalized to becoming more specialized. 

During the first years, the founders’ roles were generalized and even thus founders had 

specific responsibilities they were often involved in all activities. By working closely together 

founders had full insight into every aspect of the firm, and they often and easily changed how 

they were working and who were responsible for which activities. However, as the firms grew 

and sales increased, certain activities needed support, such as to manage production, 

marketing, design and sales. As a result the founders hired more personnel, and in turn felt the 

need to develop and define roles in terms of responsibility and authority. This was necessary 

to make the organization more efficient. One informant from Argos expressed: “The 

organization was too flat, we did not have any clear roles and responsibilities, and we had a 

very inefficient organization”. The same pattern was identified in Minos, where the founders 

first performed all tasks together, to now have divided activities between them. One of the 

founders became responsible for product development and the other for marketing and sales, 

however they still work closely together and collaborate when needed. Alongside growth and 

specialization of roles the two larger firms described that it became increasingly difficult to 
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synchronize activities among people and functions, as they no longer had the same insight in 

the firms’ functions that they had when the firms were smaller. 

 

Another development was the need to manage new and developing activities, which resulted 

in new roles to be created and existing roles changed. For example, in 2008 the CEO and 

CFO of Argos introduced a Sales Controller role to manage the financials better and meet the 

needs of increased sales, such as by developing better sales forecasts. Further, in 2009 as a 

result of increased sales, someone to manage the firm’s sales function was needed as the 

function had increased with sales channels and personnel. As a result a Global Sales Manager 

role was introduced and the previous roles International Sales Manager and Retail Manager 

became merged into one role. In relation to this, the sales function became more hierarchical. 

The same pattern was found in Castor, in which a growing design function caused a need to 

manage and unite personnel, as a result the role as Head of Design was created. The need to 

manage more activities and the introduction of more roles led to several incidents where one 

person had to be responsible for and manage two or more roles.  

4.2.3.2 A need for personnel 

Already in the beginning of the firms’ internationalization process, a pattern was that 

personnel were recruited to support existing personnel in managing the increasing number of 

activities. Personnel were recruited from the founders’ personal network and the process of 

recruiting was informal. The recruitments were based on that the founders wanted to hire 

people that shared their core values, were dedicated to the brand and had a strong drive. It was 

also seen as faster and less expensive than recruiting beyond their network. By hiring 

personnel from personal networks the firms incrementally developed activities and processes 

to manage their growth. When the firms started to experience a more rapid growth, 

individuals’ competences within the firms did not develop fast enough. The founder, also 

CFO, of Argos expressed: “We started to have serious problems in the organization. Being 

the marketing manager one year did not mean you were right for that role six months later... 

then the firm had developed into a completely different firm as we doubled the 

turnover”.  During accelerating growth the firms needed other expertise to help manage the 

more complex organization and activities. This expertise was recruited beyond the personal 

networks and many had experience from larger firms across several different industries, 

which were seen as critical for the firms’ development. One of the founders in Argos 

expressed: “In the early days we took big steps forward and doubled our sales from one year 
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to another. This caused problems, for example, even if we liked our existing Production 

Manager he could no longer manage the responsibility. We needed to bring in someone with 

more competence so we hired a guy from a large listed company”. In comparison, Minos has 

to this day only hired people from their personal network. For example, when they experience 

an accelerating growth in 2010 a person within their close network, with experience from 

larger firms, was hired to manage the finance function. 

4.2.3.3 Changes in roles of founders 

Another pattern was that roles and responsibilities changed. The founders’ roles were 

assigned to individuals with managerial competency and more experience, as these roles were 

seen as central for the firms’ development. This pattern was found in the two larger firms, 

when they reached a certain size or wanted to change the direction/focus of the firm. One 

founder described: “Founders hit the competency ceiling, they were no longer competent 

enough to shoulder their initial responsibility”. For example, in 2009 the founder and CEO of 

Castor hired a new CEO to change the direction of the firm towards becoming more sales 

oriented. With previous experience from other firms, the new CEO brought about major 

changes by implementing and changing processes and routines that prepared the firm for 

future growth. Moreover, in Argos one of the founders’ responsibilities as CFO was replaced 

by a person with expertise and experience from larger firms. This was around 2006/2007 

when the firm’s international expansion intensified and the need for expertise within the 

finance function grew. As a result, the firm became more in control over its finances and 

made several important changes within the finance activities such as developing more 

accurate sales forecasts. 

4.2.3.4 Consequences of hiring personnel 

Firms had both positive and negative experiences from hiring personnel. All described how 

new personnel contributed with knowledge, ideas and perspectives that were positive for the 

firms’ development. The new ideas led to changes in activities, processes and routines. 

However, Castor described difficulties with sharing and acting on new insights due to the lack 

of resources to invest in the ideas and as the ideas often needed support from several functions 

of the firm. It was also described that recruiting personnel beyond close personal networks 

sometimes were problematic as personnel not always meshed well with the firm’s culture and 

core values. Moreover, in all firms it was found that some responsibilities needed to be 

managed by people with a deep understanding of the firm’s operations as well as the industry, 

which sometimes made it difficult to assign such roles to someone externally. For example, in 
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both Argos and Castor newly hired managers were let go, as they did not have the right 

mindset and core values in line with the firm. Minos also experienced this, when they hired 

designers on a consultancy basis the new design did not fit the brand profile, which left them 

unsatisfied with the collaboration. However, later in the three firms’ respective expansion, 

recruiting necessary expertise had to be prioritized over hiring personnel with the right values. 

Balancing the more diversified personnel was described as challenging by both Argos and 

Castor and one informant expressed: “The more we recruited, the more difficult it was to keep 

the core values of the brand intact. We started out being a handful of dedicated people with a 

clear idea and strong commitment. For new personnel it was more about doing what you 

were paid for”. 

 

Summary 

International expansion led to the restructuring and creation of roles. Founders initially made 

key decisions regarding which personnel to recruit, how to divide tasks and which activities 

that were needed. Founders’ and others’ roles developed from generalized towards 

specialized. New roles, commonly managerial roles, were introduced to manage the 

developing activities during internationalization and as a result hierarchy developed within 

the firm. This made it difficult to communicate and synchronize activities within the firm. The 

larger the firms grew, the bigger was the need for personnel. Personnel were first recruited 

from the founders’ personal network, which led to smaller changes in the firms’ routines. 

Later in the expansion, the need for specific expertise and experience increased and as a 

result, founders’ roles became less important. New personnel contributed with knowledge and 

ideas, and individuals in key roles contributed to more substantial internal changes. However, 

other firm resources were not invested to support new ideas, which made them difficult to act 

on. The firms also experienced challenges with balancing the need to take in necessary 

expertise and hiring personnel that matched the firm’s core values. 

 

4.2.4 Development of functions 

During the internationalization process the firms developed activities and processes within the 

firm and as a result functions changed to a varying degree. In the initial stage of the firms’ 

development, one person managed several activities over several functions. As a result of an 

increasing number of activities and processes different responsibilities were divided between 

more personnel, and the functions expanded. Within the two larger firms this caused a need 

for more hierarchy and more managerial roles were introduced. 
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4.2.4.1 The design and sales functions  

Change within the design and sales functions exemplify the pattern of change within 

functions. Alongside increased sales and efforts to satisfy different market needs, the sales 

and design functions developed. Argos’s design function developed from consisting of one 

self-taught designer focusing on menswear, to be complemented with one women’s-wear 

designer that was educated and had relevant experience. Today, the firm has five designers 

and one design manager managing the function. Castor also started with one designer to now 

have a function consisting of several, and the design function also consists of a combination 

of creative and commercially thinking designers. Complementing the design function with 

more commercially thinking designers was expressed by all firms as important when reaching 

out to an increasing number of markets and sales channels. One informant from Argos 

expressed: “Its different to be the Head of Design for a company with a turnover of 30 MSEK 

compared to 300 MSEK. To reach out to consumers and get up to 500-700 MSEK in sales you 

need to have the right competences”. In comparison to the medium sized firms, Minos 

outsourced certain design activities to a personal contact in order to afford and be able to 

deliver a broader product line. In the two medium sized firms, the sales function grew as sales 

and the number of sales channels increased. The function expanded and activities were 

divided after regions and international markets. For instance, today Argos has 22 employees 

within its Sales function, with a Global Sales Manager managing the function. In contrast, 

Minos’s sales are still managed by one of the founders, but the founders have started the 

process to hire a key account manager to manage the expected sales increase.  

4.2.4.2 The human resource process  

Even thus changes during internationalization are highly related to increasing the number of 

personnel, a formalized process for managing human resources, both the recruiting and the 

legal, has mainly been neglected amongst the firms. Initially, founders or different managers 

had the responsibility. In Castor, the responsibility is today shared between two persons, one 

within finance and one within customer support. Only Argos has hired a human resources 

specialist as they realized its importance, as expressed by one informant: “The recruitment of 

personnel is such a big important decision, both from a financial point of view but also from 

an organizational point of view”. 

4.2.4.3 Adapting functions to markets 

Specific steps in the firms’ internationalization also caused change in processes and routines 

within certain functions. In example, when Castor entered England demands on the firm’s 
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logistics increased, and as a result the distribution had to be adjusted to drastically shorter 

delivery slot times. Another example was when one of the founders, also CEO, of Argos 

decided to focus on the US market, as this founder had especially strong ties to the market and 

a strong belief that the firm could be successful there. As a result, the firm’s resources were 

directed to support the US expansion, such as changing the finance functions activities to 

support the US subsidiary. In example, the business controller became responsible over more 

activities and there was a need to adjust processes and implement new routines.  

 

Summary 

Functions grew with an increased number of personnel, hierarchy and divisions. Changes 

were highly related to an increase in personnel in order to complement existing personnel as 

activities grew. However, the firms have ignored developing a process for managing the 

human resource recruitment until a late stage in their development. Moreover, founders 

influenced the direction of firm resource when they made internationalization decisions on 

which markets to enter. 

 

5. Analysis  
In the following chapter the empirical findings are analyzed in order to understand how SMEs 

change internally during internationalization. First, external actors influences on the internal 

change process are analyzed followed by how roles and responsibilities are changed and 

lastly, change in organizational structure. The findings from the analysis are summarized in a 

revised conceptual model.  

 

5.1 External actors’ influence on internal change 
5.1.1 Network relationships  

The empirical findings show that network relations influence and play a major role in the 

internationalization process, confirming the view of SMEs as embedded in a business network 

(c.f. Johanson & Vahlne, 2009). What is also shown is how network relationships influence 

how SMEs change and adapt internal activities and processes to network relations and that 

this influence is seen as a learning opportunity. Partners, which are seen to exert direct 

influence on SMEs’ internal change, are those who invest in them and therefore the ones 

SMEs are especially dependent on. SMEs proneness to be influenced by partners could be 

explained by the reasoning that SME’s limited resources and inexperience make them 
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dependent on networks to acquire resources to develop capabilities needed to overcome 

barriers and limitation with internationalization (c.f. Johanson & Vahlne, 2003, 2006, 2009; 

Li et al., 2004). This supports the conceptual model that explains why SMEs adapt activities 

and processes to commit to network relationships. The influence network relationships have 

on SMEs’ internal change process can also be explained by the role networks have in 

facilitating knowledge integration. As explained by Cohen and Levinthal (1990), 

organizational networks enable learning about the network’s capabilities, which the firm can 

capitalize on. This would, as Cohen and Levinthal (1990) argue, strengthen the SME’s ability 

to identify, absorb and deploy knowledge through its network relationships. Another 

explanation for why SMEs adapt to network relationships is related to their inexperience, not 

only in terms of the foreign markets they enter, but also in terms of not having an 

organizational structure or a plan for continued development. As a result, SMEs, without 

reflection on the implications, adapt themselves to partners in their networks. Logically it can 

be assumed that adapting capabilities to network relationships would result in the firm having 

capabilities that only serve specific partners and markets. This could lead SMEs not being 

able to commit to other internationalization opportunities. Therefore, SMEs need to be aware 

of that, even if certain network relations facilitate their internationalization, these relations 

may not offer the most suitable path for the SME’s future development. 

 

5.1.2 Owners/investors  

In addition to network relationships empirical data shows that investors and owners influence 

SMEs and their internal changes. By investing in SMEs owners/investors as a result change 

SMEs’ financial resources and ownership structure. From owners/investors SMEs gain 

knowledge, and in the empirical findings it was shown that SMEs change routines and 

develop new activities to fulfill requirements coming from these actors. Owners/investors can 

both be seen as external actors influencing change as SMEs learn from these, but also as 

directly changing SMEs’ organizational structure and support activities as they change the 

financial resources and take part in the management activities within the firm. Further, this led 

to major changes in the ownership structure, which in turn led to other smaller changes within 

the SME. The internal changes resulting from the influence of owners/investors can be 

understood according to the arguments posed by Welch and Luostarinen (1988) that 

increasing administrative and organizational demands are put on SMEs during growth, and 

consequently SMEs are forced to change internally. This is also supported by Nummela 

(2004) and Nummela et al., (2006), who argue that small firms may have to change their 
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financials in order to acquire the skills and resources needed for internationalization. The 

conceptual model does not capture the influence of owners/investors. However, in line with 

that SMEs have limited resources and use their network relationships to overcome 

internationalization barriers, owners/investors also become a means for SMEs to overcome 

the barriers of having limited resources during internationalization (c.f. Lu & Beamish, 2001; 

Johanson & Vahlne, 2003, 2006, 2009; Li et al., 2004; Hutchinson et al., 2005; Hutchinson et 

al., 2006; Coviello, 2006). As of this, and as they have proven to influence internal changes 

they could be seen as a prominent variable in the internal change process during SME 

internationalization.  

 

5.1.3 Challenges with owners/investors  

It has been found that owners/investors also pose challenges for the SME, as the influence 

imposed by owners/investors can affect the core idea that once built the foundation of the 

SMEs. During the process of adapting to owners/investors SMEs’ original ideas can be 

sacrificed. These original ideas are what make the firms unique and give them competitive 

edge, and have enabled the SMEs to grow and internationalize. Such unique ideas can be 

understood as a combination of firm resources, which make up a sort of organizational 

capabilities, which in turn initially lead to competitive advantage for the firms (c.f. 

Lichtenstein & Brush, 2001; Sirmon et al., 2007). When investors that mainly are driven by 

profitability and fast growth influence SMEs, new combinations of resources will be 

necessary. These new combinations of resources enable the firms to create new capabilities, 

which can diminish the original capabilities that once led to competitive advantage. In the 

empirical findings, a fading core idea can be seen damaging the firms’ competitive edge. 

Thus, it can be assumed that SMEs in certain industries have to keep their core intact 

throughout the internationalization process and therefore need to balance their founding 

capabilities with new capabilities necessary for managing a growing firm. Another challenge 

is that when actors invest in SMEs, for example financiers, SMEs grow rapidly and their 

internationalization accelerates. It has been argued, that in order to manage new activities 

during internationalization it may be necessary for SMEs to acquire, integrate and extend their 

resources and skills (Nummela, 2004; Casillas et al., 2009). However, the consequence of the 

accelerating growth certain actors and resources can give rise to is not covered in the 

conceptual model.  
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In regards to external financiers and more financial resources at an early stage of 

development, SMEs have to manage an increasing number of activities and conform to more 

rules in a fast pace, still with a limited amount of resources. As SMEs are inexperienced and 

lack resources, bringing in external financing can impose even more challenges, as the firm 

might not be able to develop the organization internally fast enough to manage this faster 

growth. Hence, SMEs need to be aware of the increased internal demands that come from 

taking in external financiers, both as the speed of growth can accelerate, and as the SME faces 

new demands from these actors. As of this, owners/investors is a variable that also contributes 

to the internal change process in SMEs during internationalization. 

 

5.2 Change in roles and responsibilities  
5.2.1 Founders’ influence  

The empirical data indicate that entrepreneurs/founders’ previous experience; network 

relationships and vision early set the direction of the SME internationalization process. This is 

in line with arguments that entrepreneurs/founders’ knowledge, previous international 

experience and relationships influence the SME internationalization process (c.f. Vida & 

Fairhurst, 1998; Lu & Beamish, 2001; Hutchinson et al., 2005; Ruzzier et al., 2006; 

Andersson, 2000; Johanson & Vahlne, 2009). Empirical data also show that founders have a 

highly important role in the SMEs’ internationalization process and that they influence 

internal change. By their decisions regarding which markets to focus on and what network 

relationships to engage in, the organization is forced to change processes and routines to suit 

that market and partner. This supports the view of the founder as being both a main resource 

and change agent within SMEs as the business opportunities they wish to exploit influence 

internal changes in SMEs (c.f. Collis & Montgomery, 1995; Rangone, 1999; Hurmerinta-

Peltomäki & Nummela, 2004; Ruzzier et al., 2006). Consequently, the influence founders 

have on internal change in the beginning of the SMEs’ internationalization process derives 

from their role as main resources. This indicates that SMEs ability to absorb and deploy 

external knowledge, which is the firm’s absorptive capacity, to a large degree originate from 

the founders. This, as the firm’s absorptive capacity is based on prior related experience and 

knowledge of individuals in the firm (c.f. Cohen & Levinthal, 1990; Szulanski, 1996). Thus, 

the founders’ prior knowledge and experience enable SMEs to change internally and take 

further steps in the international expansion. Another pattern identified regarding the founders’ 

roles is that their role diminishes and becomes less influential during internationalization as 

their knowledge and skills are insufficient to manage the SME’s more complex organization. 
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The change in the role of the founder can be explained by that founders’ knowledge and 

experience only can develop the organization to a certain level of complexity and become 

insufficient when the firm needs to develop other capabilities to support internationalization.  

 

5.2.2 Recruiting from personal networks  

Another pattern in the empirical findings is that when SMEs’ internationalization increases, 

more personnel are needed to help manage the increasing number of activities which in turn 

lead to changes in roles and responsibilities in the firm. The pattern shows that personnel first 

are recruited from the founders’ personal networks as they are trusted and share the core 

values of the firm, but also because SMEs have limited resources and initially cannot hire 

beyond their close networks. In the beginning of the internationalization process, SMEs are 

therefore built on high degree of trust and personal relations. It is further identified that when 

personnel are hired from personal contacts no major changes occur within SMEs, and new 

personnel are rather seen to support existing activities. In relation to this, Wang and Ahmed 

(2007) argue that a firm needs to have absorptive capacity in order to incorporate external 

knowledge into existing processes and routines in order to change them. Therefore SMEs’ 

inability to make significant changes for continued development could be explained by having 

a deficient absorptive capacity. As argued in the conceptual model, some commonality in 

individuals’ knowledge can strengthen absorptive capacity, but diversity of knowledge benefit 

the firm’s absorptive capacity even more (c.f. Cohen & Levinthal, 1990). Thus, as SMEs take 

in knowledge in the form of personnel from personal networks it can be assumed that these 

initially recruited personnel have similar skills and knowledge about the same field as the 

founders, and as a result, the firm’s absorptive capacity remains relatively unchanged. When 

international activities increases and more substantial internal changes are needed to manage 

increasing demands, only recruiting from personal networks will not be sufficient.  

 

5.2.3 Change in responsibilities - a need for expertise  

When analyzing the empirical data it is apparent that when SMEs reaches a certain level in its 

international expansion and experience more rapid growth, SMEs shift focus from hiring from 

personal networks to hiring experienced managers from larger firms and personnel with 

specific expertise. This also results in changes in roles and responsibilities, as personnel with 

experience from managing larger firms are seen to cause influential internal changes within 

SMEs. As a result, the organizational structure develops as new roles are introduced; 

responsibilities better defined, and new routines and procedures established. These changes 
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were seen as necessary for the firms’ continued growth. This finding is in line with 

Nummela’s (2004) reasoning that hiring personnel cause changes within SMEs and their 

organizational structure as their knowledge transform how activities are carried out. The 

emergent need to acquire experienced personnel can also be a result of SMEs inability to 

gradually learn and develop their existing knowledge, meaning their absorptive capacity, to a 

level that is needed to meet new demands. Further, SMEs need to combine resources and 

create capabilities to perform internal activities and processes when internationalization 

increases; an ability that mainly comes from managers and individuals (c.f. Welch & 

Luostarinen, 1988; Eisenhardt & Martin, 2000; Nummela, 2004; Nummela et al., 2006). 

Therefore, hiring managers becomes as a way for SMEs to take in personnel with the ability 

to combine resources and create the necessary capabilities. As findings show, changes of a 

more influential nature took place as a result of these personnel, which further support this 

reasoning. Hiring managerial competencies thus support the reasoning that SMEs are affected 

by their limited resources and will need to acquire, integrate and extend their resources and 

skills to manage the increasing number of activities (c.f. Nummela, 2004; Casillas et al., 

2009). 

 

5.3 Change in organizational structure 
The empirical data further show how the organizational structure within SMEs develops 

during the internationalization process. SMEs develop from being a flat organization where a 

small amount of personnel have generalized roles, to an organization with more routines and 

processes, hierarchy, more personnel, specialized roles and defined responsibilities.  

 

5.3.1 A small organization 

A pattern found is that early in the internationalization process, SMEs’ organizational 

structure is underdeveloped, roles are generalized and everyone is involved in all the firm’s 

activities. However, at this stage SMEs view themselves as able to more easily carry out 

internal changes. This could be explained by how SMEs work and are organized, as personnel 

work closely together and have full insight into all the firm’s activities. Easily carrying out 

internal changes can therefore be explained by their close collaboration, as knowledge, both 

tacit and explicit, more easily is shared when there is a high degree of personal contact and 

trust within the firm (c.f. Kogut & Zander, 1992; Grant, 1996; Nonaka et al., 2000; Polanyi, 

2009). This further supports the argument in the conceptual model, that knowledge sharing 

facilitates knowledge integration. As a result, SMEs are more prone to quickly change 
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internally at an early stage of development. The ability to change easily can be positive for 

SMEs, especially early in the development when resources are scarce and SMEs are more 

dependent on acquiring resources and knowledge from their network. Then, by having a fast 

knowledge integration process SMEs can quickly create the capabilities they need in order to 

support its internationalization. Thus, the process of developing and recombining resources to 

create capabilities is facilitated by knowledge sharing, as argued in the conceptual model. 

However, easy knowledge sharing is not enough in order to make changes for further 

internationalization and growth; SMEs also need to develop their absorptive capacities.  

 

5.3.2 A growing organization  

The findings show that when SMEs grow and their organizations expand, the communication 

between individuals and activities were hampered. Increased internationalization therefore 

causes a need to establish more routines, processes and formal descriptions of roles and 

procedures within the firms as these were shown to facilitate communication, the 

identification of problems and definition of responsibilities. This is in line with the reasoning 

that a need for means to facilitate knowledge sharing increases during internationalization 

(c.f. Zollo & Winter, 2002). However, data shows that despite a desire for more structure, this 

was rarely prioritized as SMEs’ activities and processes constantly change. This would imply 

that SMEs are not able to transfer knowledge and make it embedded in the firm, as they do 

not have the structure and culture that is needed for enabling knowledge transfer (c.f. 

Szulanski, 1996; Nielsen, 2006). In line with the argument that sharing knowledge is 

necessary for the development of collective competence and the firm’s absorptive capacity, 

SMEs would then not be able to develop their absorptive capacities or the collective 

competence within the firm (c.f. Cohen and Levinthal, 1990; Kogut & Zander, 1992; Grant, 

1996; Nielsen, 2006). Thus, individuals’ knowledge, both tacit and explicit, cannot fully be 

integrated into the firm, and as a result it can be assumed that the SMEs become highly 

dependent of the individuals in the firm. In regards to this, having a more developed 

knowledge sharing process would decrease SMEs’ dependency on individuals and their 

knowledge, as their knowledge would become more ingrained in the SME. In addition, based 

on the reasoning by Grant (1996) and Nielsen (2006), knowledge sharing is necessary in order 

to build organizational capabilities, therefore, by having a more developed knowledge sharing 

process the SME could better create the capabilities that are necessary for internationalization.  
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It is found that the organizational structure in SMEs develops late in the internationalization 

process and changes are made first when they are becoming crucial for managing the 

organization. The explanation of the late development of an organizational structure can be 

the entrepreneurial mindset within the firm and the focus on growth. SMEs focus on seizing 

growth opportunities during internationalization and their increase of commitment to network 

relationships accelerates the growth. As of this, challenges for SMEs during 

internationalization do not only concern their limited resources or how to assemble and 

deploy their resources, but also how to make internal changes fast enough. As a result of rapid 

internationalization some valuable capabilities are not developed and the organization does 

not fully evolve alongside the increasing number of international activities. SMEs are forced 

to constantly make internal changes to support its internationalization activities, and can 

neither develop nor acquire sufficient resources in time to have such a well executed internal 

change process that the conceptual model suggest. In line with the arguments about the 

importance of building capabilities by combining resources (c.f. Lichtenstein & Brush, 2001; 

Sirmon et al., 2007), it can be seen as if SMEs create the capabilities they can afford, and 

have time to prioritize, with their limited resources. The consequences are that SMEs’ internal 

changes cannot be completely in tune with the internationalization activities that takes place 

externally, and that the organizational structure does not develop sufficiently. This dimension 

of speed and pace of growth has not been taken into consideration in the conceptual model but 

is proven to be a variable that also affect the internal change process in SMEs during 

internationalization.  

 

5.3.3 Consequences 

Even thus SMEs’ organizational structure develops during internationalization some 

processes are continuously overlooked. For instance, in the empirical findings it is shown that 

the human resources process not has been given attention during the firms’ growth, which can 

explain why SMEs experience problems with some recruitment. To gain competitive 

advantage and create value, resources need to be managed (Lichtenstein & Brush, 2001; 

Sirmon et al., 2007) thus; the lack of managing SMEs’ human resources could have hindered 

the creation of certain capabilities valuable for the internationalization process (c.f. 

Lichtenstein & Brush, 2001; Sirmon et al., 2007). Having an organizational structure with 

processes for managing resources could therefore be of value as SMEs would be able to 

manage their existing resources more efficiently and improve their ability to acquire resources 

that suit their needs and can be combined with the other resources within the firm.   
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In relation to this reasoning, empirical findings show that SMEs acquire resources to facilitate 

internationalization, however, SMEs experience problems when trying to combine and deploy 

them, and as a result cannot fully utilize them. In example, externally recruited managers 

were found to be incompatible with the culture and core values of the firm. This reflects that 

these human resources could not be combined with other firm resources to create desired 

capabilities. In line with the argument by Lichtenstein and Brush (2001) and Sirmon et al., 

(2007), it is not simply enough owning resources; they have to be combined in order to create 

value. However, as SMEs have limited resources their possibility to combine resources also 

becomes limited, such as taking in human resources with great ideas and not having enough 

financial resources to capitalize on these. In relation to this, simply recruiting personnel and 

expanding the resource base during internationalization is not the recipe for successfully 

managing the growth, instead SMEs would benefit from reflecting more on the consequences 

of the internal changes, but also on their ability to manage and create value out of the 

expanding resource base. 

 

5.4 A revised conceptual model  
Based on the analysis, the conceptual model of the internal change process in SMEs during 

internationalization that was presented in Chapter 2 has been revised as shown in Figure 3. 

The original conceptual model is to a large degree supported and below are key findings 

concerning the variables that are included in the revised model. 

 

Network relationships  

The variable of network relationships is supported as findings show how SMEs’ lack of 

resources and inexperience make them dependent on networks to acquire the resources they 

need for developing capabilities crucial for internationalization. As a result, SMEs learn from 

networks that facilitate their internal change and in turn further commit to network 

relationships and their internationalization. Furthermore, network relations also facilitate 

knowledge integration as it strengthens the SME’s ability to identify, absorb and deploy 

knowledge.  

 

Owners/investors 

Findings also indicate that owners/investors can have a role in the internal change process, a 

variable not originally included in the conceptual model. Owners/investors are an external 
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influence but also a part of SMEs’ internal activities and influence the internal change process 

in two ways. First, owners/investors cause direct change by changing financial resources and 

the ownership structure. Secondly, owners/investors are a source of knowledge for SMEs and 

when this knowledge is integrated into the firm, the firm acquires, integrates and extends their 

resources and capabilities in order to fulfill the owners/investors’ requirements on the SME.  

 

Knowledge from individuals/founder 

The role of founders is also supported as findings indicate founders’ prior knowledge and 

experience, alongside their role as main resource and change agent, influence the internal 

changes. In addition to founders, key individuals operating at the interface of the firm, such as 

managers, is also found to have the role of change agents and also influence what resources 

and capabilities SMEs acquire and deploy. As a result, in the revised conceptual model, the 

role of individuals in SMEs is emphasized and the variable entrepreneur/founder is changed 

to individuals/founder.  

 

Knowledge integration: Absorptive capacity and Knowledge sharing 

Findings indicate that the mechanisms of absorptive capacity and knowledge sharing are 

crucial factors in the change process, supporting the original conceptual model. However, 

instead of gradually develop knowledge and absorptive capacity of the firm, the SME’s 

absorptive capacity to a larger extent develops through acquisition of external knowledge. 

Alongside internationalization SMEs’ absorptive capacity develops with support from 

networks, as SMEs learn from these, but also through acquiring and integrating new 

personnel and their individual absorptive capacity into the firm. This as SMEs, despite having 

limited resources, are able to better create the necessary capabilities needed during 

internationalization. Findings also indicate that knowledge sharing facilitates the internal 

change process within SMEs, and that the importance of systematic knowledge sharing 

increases during internationalization.  

 

Speed of internationalization 

Another variable that come forth as influencing the internal change process in SMEs, not 

captured by the original conceptual model, is speed of internationalization. This variable 

affects the pace SMEs have to assemble and deploy their resources and capabilities, which in 

turn influences the internal change process. Further, rapid internationalization forces SMEs to 

quickly change internally at an early stage of development. Therefore with limited resources 
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as these may not develop in the same pace as the international expansion. As a result, SMEs 

to a large degree acquire external resources.  

 

 
Figure 3. A revised conceptual model of the internal change process in SMEs during 

internationalization (authors own).  

 

6 Conclusions and implications 
In the following chapter concluding remarks are presented together with the empirical, 

academic and managerial contributions, lastly potential limitations of the study's results and 

suggestions for future research are presented. 

 

6.1 Concluding remarks 
The purpose of this study was to address a research area that to a large extent has been 

neglected within internationalization research by investigating the process of internal change 

in SMEs during internationalization. More specifically, the purpose was to study what 

changes take place, and how this process of change looks like. The study reveals how the 

variables in the conceptual model contribute to the process of internal change during 

internationalization. It is also shown how the variables are intertwined and how they evolve 

and take different forms during the internationalization process. 

 

What can be concluded is that internal change during internationalization for SMEs is a 

constant process of acquiring, combining and recombining resources in order to make 

necessary internal changes that support continued internationalization. This process of 
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internal change is highly related to, and driven by new knowledge, but also dependent on the 

existing knowledge and resources within SMEs, as new resources will be organized around 

these. The knowledge that initially drives the change process resides within the founder of the 

SME, and based on their prior experience and knowledge the founder influences internal 

changes. However, the organization develops and SMEs extend their knowledge base by 

acquiring experienced and knowledgeable individuals, which drive the change process further 

as they contribute to the firm with their ability to absorb and deploy new knowledge. Thus, 

internal changes in SMEs are strongly related to personnel, and change in personnel trigger 

other acquisitions and combinations of resources and capabilities.  

 

Another conclusion that can be drawn is that the process of integrating knowledge from 

individuals to the firm, is highly dependent on both the firm’s ability to absorb, assemble and 

deploy knowledge, but also on the mechanisms of sharing knowledge within the firm. SMEs 

develop these two variables alongside internationalization. However, as sharing of tacit 

knowledge becomes more difficult when SMEs grow, part of this knowledge will remain 

within individuals and never be shared. Therefore, SMEs are dependent on continuously 

acquiring individuals that can help them grow. Alongside this change, SMEs need to develop 

means for improving knowledge sharing in order to integrate the individuals’ knowledge into 

the firm, to create firm specific knowledge and capabilities.  

 

The characteristics of SMEs as being inexperienced and having limited resources are also 

found to highly affect how the internal change process develops. This in combination with the 

speed of internationalization pose challenges for SMEs that force them to go through internal 

changes without preparation, and without sufficient resources and capabilities. As a result of 

rapid internationalization SMEs are dependent on acquiring resources instead of 

incrementally developing them, which further stresses the importance of the knowledge 

integration mechanisms. Thus, it can be concluded that the process of internal change in 

reality is a more complex phenomena than what the original conceptual model portray. The 

speed of internationalization, limited resources and inexperience, affect SMEs ability to 

change activities and processes, which in turn is necessary to manage and facilitate 

internationalization.  
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6.2 Contributions  
By investigating the internal change process during internationalization in Swedish fashion 

SMEs, this study contributes to a more holistic understanding of SMEs’ internationalization 

process. By showing how internal change and internationalization are connected, internal 

change is found to be a prerequisite for internationalization but also a result of 

internationalization, and thus the understanding of SMEs internationalization has been 

extended. Patterns that have been identified also contribute to concepts in relation to SME 

internationalization, such as the role of founder. Knowledge about the founder is extended 

with an understanding of the influence this role has on internal change in SMEs’ initial 

development, as well as an understanding that this role is not static as it changes during the 

process of internationalization. Lastly, SMEs role in network relations have been developed 

one step further, as the SMEs not only commit to and access partners’ strategies, experience, 

knowledge, resources, and capabilities to overcome barriers and limitations, the SMEs also 

adapt internally to these.  

 

The main contribution is to academia, based on prior research and on empirical evidence the 

revised conceptual model has contributed to an improved theoretical understanding of internal 

changes in SMEs during internationalization. Thus, helped to further open up the “black box” 

of the firm. This study shows how SMEs’ internationalization is dependent on firms’ ability 

to change by acquiring, combining and restructuring organizational capabilities. The 

internationalization process is intertwined with, and dependent on internal changes and 

therefore, understanding SMEs internal change process is important to fully understand the 

SME internationalization process.  

 

This study also provides insights that are useful for founders and managers of SMEs. 

Influential actors and the impact they might have on internal change are identified, which is of 

value for founders and managers in their decisions regarding financing and collaborations. 

The study also demonstrates that personnel to large degree influence the development of 

SMEs and therefore managing human resources more strategically could be beneficial. Lastly, 

the study highlights the need for founders and managers to shift focus towards the internal 

features of the firm, and not only focus on opportunities for rapid expansion. Investing in 

internal resources and capabilities, and building a foundation to manage these, can be more 

beneficial for SMEs’ future development. 
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6.3 Limitations 

In terms of limitations of the study, an important note regards the difficulty of separating and 

identifying internal changes that are related to internationalization, with internal changes that 

are related to domestic growth. However, identified internal changes were mostly related to 

distinct internationalization activities or to points in their growth which the SMEs arguably 

never would have reached unless expanding beyond the Swedish market.  

 

Another limitation is that this study has explored internal changes during internationalization 

in the fashion industry, which is characterized by being especially dynamic and creative. 

Based on this, the internal change process may differ in other, less creative industries. For 

instance, founders’ role might be especially prominent in fashion firms as they often personify 

the core idea and brand of the firm. It is also important to highlight that even though this 

study has explored internal changes during internationalization, no consideration have been 

taken to the institutional contexts of different international markets, which arguably can 

influence internal changes.  

 

6.4 Future research 
While this study has helped address a rather unknown research area within SME 

internationalization, other interesting research areas have emerged during the process.  Based 

on the fashion SME focus of this study, an area for future studies is other industry contexts 

that are less creative and dynamic in order to explore if the framework proposed by this study 

is equally applicable on SMEs in other industries. Future studies could also explore how 

institutional context might influence internal changes, as this has not been addressed. Lastly, 

this study is a step towards opening the “black box” of the firm but more research is needed. 

To build on this study future research could have an even more in-depth research approach 

and follow the internal change process closer, through observations over time.  

 

 
 
 
 
 
 
 



	  

	   49	  

References  

Acs, Z. J., Morck, R., Shaver, J. M., & Yeung, B. 1997. The internationalization of small and 
medium-sized enterprises: A policy perspective. Small Business Economics, 9(1): 7-20.  
 
Affärsvärlden, 2011. Rekord för modeexporten. [online] Avaliable at:  
<www.affarsvarlden.se/hem/nyheter/article3084148.ece>  
[Accessed 18 May 2013].  
 
Alvarez, S. A., & Busenitz, L. W. 2001. The entrepreneurship of resource-based theory. 
Journal Of Management, 27(6): 755-775. 
 
Andersson, S. 2000. The internationalization of the firm from an entrepreneurial perspective. 
International Studies of Management and Organization, 30(1): 63-92.  
 
ASFB, 2013. Internationell tillväxt i Svenska modeföretag. [pdf] Borås. Available at: 
<http://www.hb.se/PageFiles/38031/Rapport%20Internationalisering%206%20mars.pdf> 
[Accessed 13 March 2013]. 
 
Barney, J. B. 1991. Firm resources and sustained competitive advantage. Journal of 
Management, 17(1): 99-120.  
 
Barney, J., Wright, M., & Ketchen Jr., D. J. 2001. The resource-based view of the firm: Ten 
years after 1991. Journal Of Management, 27(6): 625-641. 
 
Bartunek, J. M., & Moch M. K. 1987. First-order, second-order, and third- order change and 
organization development interventions: A cognitive approach. Journal of Applied 
Behavioural Science, 23(4): 483-500. 
 
Bhardwaj, V., & Fairhurst, A. 2010. Fast fashion: Response to changes in the fashion 
industry. The International Review of Retail, Distribution and Consumer Research, 20(1): 
165-173.  
 
Brislin, R. W. 1970. Back-translation for cross-cultural research. Journal of Cross Cultural 
Psychology, 1(3): 185-216.  
    
Casillas, J. C., Moreno, A. M., Acedo, F. J., Gallego, M. A., & Ramos, E. 2009. An 
integrative model of the role of knowledge in the internationalization process. Journal of 
World Business, 44(3): 311-322.  
 
Chapman, J. A. 2002. A framework for transformational change in organisations. Leadership 
& Organization Development Journal, 23(1): 16-25.  
 



	  

	   50	  

Cohen, W., & Levinthal, D. 1990. Absorptive capacity: A new perspective on learning and 
innovation. Administrative Science Quarterly, 35(1): 128-152.  
 
Collis, D. J., & Montgomery, C. A. 1995. Competing on Resources: Strategy in the 1990s. 
Harvard Business Review, 73(4): 118-128. 
 
Coviello, N. E. 2006. The network dynamics of international new ventures. Journal of 
International Business Studies, 37(5): 713-731. 
 
Coviello, N., & Munro, H. 1997. Network relationships and the internationalization process of 
small software firms. International Business Review, 6(4): 361–386. 
 
de Chernatony, L., Halliburton, C., & Bernath, R. 1995. International branding: demand- or 
supply-driven opportunity?. International Marketing Review, 12(2): 9-21.  
 
Eisenhardt, K.M. 1989. Building theories from case study research. Academy of Management 
Review, 14(4): 532-550.  
 
Eisenhardt, K. M., & Martin, J. A. 2000. Dynamic capabilities: What are they?. Strategic 
Management Journal, 21(10/11): 1105-1121. 
 
Eisenhardt K.M., & Graebner, M.E. 2007. Theory building from cases: opportunities and 
challenges. Academy of Management Journal, 50(1): 25-32. 
 
Ellis, P., & Pecotich, A. 2001. Social factors influencing export initiation in small and 
medium-sized enterprises. Journal Of Marketing Research, 38(1): 119-130. 
 
European Commission, 2003. Commission recommendation concerning the definition of 
micro, small and medium-sized enterprises. Official Journal of the European Union. [pdf] 
Available at: 
<http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF
> [Accessed 19 February 2013].  
 
European Commission, 2013. Overview of the European fashion industry. [online]  
Available at: <http://ec.europa.eu/enterprise/sectors/fashion/index_en.htm> 
[Accessed 25 February 2013]. 
 
Grant, R. M. 1996. Prospering in dynamically-competitive environments: Organizational 
capability as knowledge integration. Organization Science, 7(4): 375-387. 
 
Hauge, A. 2007. Dedicated followers of fashion: an economic geographic analysis of the 
Swedish fashion industry. Doctoral dissertation, Uppsala University, Uppsala.  
 



	  

	   51	  

Helfat, C., & Peteraf, M. 2003. The dynamic resource-based view: Capability lifecycles. 
Strategic Management Journal, 24(10): 997-1010. 
 
Hutchinson, K., Alexander, N., & Quinn, B. 2005. The internationalisation of small to  
medium-sized retail companies: Towards a conceptual framework. Journal of  
Marketing Management, 21(1): 149-179.  
 
Hutchinson, K., Quinn, B., & Alexander, N. 2006. SME retailer internationalisation: Case 
study evidence from British retailers. International Marketing Review, 23(1): 25-53. 
 
Hurmerinta-Peltomäki, L., & Nummela, N. 2004. From temporary support to systematic 
resource development: Expert services from an SME perspective, Journal of Small Business 
and Enterprise Development, 11(2): 233-243. 
 
Johanson, J., & Vahlne, J.-E. 1977. The Internationalization process of the firm- a model of 
knowledge development and increasing foreign market commitments. Journal of 
International Business Studies, 8(1): 23-32.  
       
Johanson, J., & Vahlne, J.-E. 2003. Business relationship learning and commitment in the 
internationalization process. Journal of International Entrepreneurship, 1(1): 83-101. 
    
Johanson, J., & Vahlne, J.-E. 2006. Commitment and opportunity development in the 
internationalization process: A note on the Uppsala internationalization process model. 
Management International Review, 46(2): 165-178. 
    
Johanson, J., & Vahlne, J.-E. 2009. The Uppsala internationalization model revisited: From 
liability of foreignness to liability of outsidership. Journal of International Business Studies, 
40(9): 1411-1431. 
 
Kogut, B., & Zander, U. 1992. Knowledge of the firm, combinative capabilities, and the 
replication of technology. Organization Science, 3(3): 383-397.  
 
Langley, A. 1999. Strategies for theorizing from process data. Academy Of Management 
Review, 24(4): 691-710.  
 
Lichtenstein, B., & Brush, C. G. 2001. How do "resource bundles" develop and change in 
new ventures? A dynamic model and longitudinal exploration. Entrepreneurship: Theory & 
Practice, 25(3): 37-59. 
 
Li, L., Li, D., & Dalgic, D. 2004. Internationalization process of small and medium sized 
enterprises: toward a hybrid model of experiential learning and planning. Management 
International Review, 44(1): 93-116. 
  



	  

	   52	  

Lu, J. W., & Beamish, P. W. 2001. The internationalization and performance of SMEs. 
Strategic Management Journal, 22(6/7): 565-586.  
 
Moore, C. M., Fernie, J., & Burt, S. 2000. Brands without boundaries: the internationalisation 
of the designer retailers’ brand. European Journal of Marketing, 34(8): 919–937. 
 
Nielsen, A. P. 2006. Understanding dynamic capabilities through knowledge management. 
Journal of Knowledge Management, 10(4): 59-71. 
 
Nonaka, I., Toyama, R., & Nagata, A. 2000. A firm as a knowledge-creating entity: A new 
perspective on the theory of the firm. Industrial & Corporate Change, 9(1): 1-20.
    
Nummela, N., Loane, S., & Bell, J. 2006. Change in SME internationalisation: An Irish 
perspective. Journal of Small Business and Enterprise Development, 13(4): 562- 583. 
 
Nummela, N. 2004. Change in SME internationalization: Three case studies from Finland. In 
L.-P. Dana, (Ed.), Handbook of Research on International Entrepreneurship: 404-430. 
Cheltenham, UK: Edward Elgar. 
 
Penrose, E. T. 1959. The theory of the growth of the firm. New York: Wiley. 
    
Penrose, E. T. 1995. The theory of the growth of the firm. Oxford: Basil Blackwell. 
 
Polanyi, M. 2009. The tacit dimension. University of Chicago Press ed. Chicago: The 
University of Chicago Press.  
 
Porter, M. E. 1998. Competitive advantage: creating and sustaining superior performance. 
Updated ed. New York: Free Press.  
 
Rangone, A. 1999. A resource based approach to strategy analysis in small to medium sized 
enterprises. Journal of Small Business Economics, 12(3): 233-248.  
 
Reuber, A. R., & Fischer, E.  1997. The influence of the management team’s international 
experience on the internationalization behaviours of SMEs. Journal of International Business 
Studies, 28(4): 807–25. 
     
Ruzzier, M., Hisrich, R.D., & Antoncic., B. 2006. SME internationalization research: Past, 
present, and future. Journal of Small Business and Enterprise Development, 13(4): 476 - 497.  
 
Saunders, M., Lewis, P., & Thornhill, A. 2009. Research methods for business students. 
Harlow: Pearson Education.  
 
Schweizer, R. 2010. The internationalization process of SMEs: A muddling-through process. 
Journal Of Business Research, 65(6): 745-751.  



	  

	   53	  

Sirmon, D., Hitt, M., & Ireland, D. 2007. Managing firm resources in dynamic environments 
to create value: Looking inside the black box. Academy of Management Review, 32(1): 273-
292.  
     
Sommer, L. 2010. Internationalization process of small- and medium-sized enterprises- a 
matter of attitude?. Journal of International Entrepreneurship, 8(3): 288-317. 
 
Stenström, E.  & Strannegård, L. 2013. Kreativt kapital: om ledning och organisation i 
kulturella och kreativa näringar. Stockholm: 8tto. 
 
Svd, 2011. Modeexporten når ny rekordnivå. [online] Available at:  
<http://www.svd.se/naringsliv/modeexporten-nar-ny-rekordniva_5904401.svd>  
[Accessed 25 April 2013].  
 
Szulanski, G. 1996. Exploring internal stickiness: Impediments to the transfer of best 
practices within the firm. Strategic Management Journal, 17(Winter issue): 27-44.   
 
Textilhögskolan, 2013. Modebranschen i Sverige - statistik och analys. [pdf] Stockholm. 
Available at: 
<http://www.tillvaxtverket.se/download/18.5a5c099513972cd7fea31774/Modebranschen+i+S
verige+-+statistik+och+analys_17+jan.pdf>  
[Accessed 6 February 2013]. 
 
Vida, I., & Fairhurst, A. 1998, International expansion of retail firms: a theoretical approach 
for future investigations. Journal of Retail and Consumer Services, 5(3): 143-51.   
     
Wang, C. L., & Ahmed, P. K. 2007. Dynamic capabilities: A review and research agenda. 
International Journal of Management Reviews, 9(1): 31-51. 
 
Watzlawick, P., Weakland, J. H. & Fisch, R. 1974. Change: principles of problem formation 
and problem resolution, New York: Norton 
  
Welch, L. S., & Luostarinen, R. 1988. Internationalization: Evolution of a concept. Journal of 
General Management, 14(2): 34-55.  
 
Welch, L. S., & Luostarinen, R.K. 1993. Inward-outward connections in internationalization. 
Journal of International Marketing, 1(1): 44-56. 
 
Yin, R. K. 2003. Case study research – Design and Methods, 3rd Edition. Thousand Oaks, 
CA: Sage Publications.      
     
Zahra, S. A., & George G. 2002. Absorptive capacity: A review, reconceptualization and 
extension. The Academy of Management Review, 27(2): 185-203.   
 



	  

	   54	  

Zollo, M., & Winter, S. G. 2002. Deliberate learning and the evolution of dynamic 
capabilities. Organization Science, 13(3): 339-351. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



	  

	   55	  

Appendix 1: Interview guide 

 

Background 

Informant’s previous experiences and role in company 

Describe the role of the function you work within  
 

Internationalization 

Describe the firm’s internationalization process 

-How was it initiated? 

-How has it evolved? 

-What events have taken place? 

 

Internal changes 

How did the internationalization process affect the organization? 

-What changed internally in relation to the internationalization events? 

-Why did the firm change? 

-How did the changes take place? 

-What resulted the changes in? 

 


