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SMEs Business Model

SMEs: Ths the key variable
INn SMES" success as the decision-maker of the firm
Entrepreneurs have individual assets

that help them recognize new opportunities
and assemble resources for new ventures

. Setting objectives,

. gathering foreign market information,

. collecting and organizing resources,

. and implementing internationalization strategies
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SMEs Business Model

In an SME,

- the personal resources of an entrepreneur

become crucial since the internationalization process
often centers around one such key person

and his knowledge, experience, and network of relationships

The degree of export aggressiveness can be attributed
to certain entrepreneurial characteristics and dimencions
that can be engaged in the concept of:

Human capital

> knowledge ___—Tacit = Knowledge of a foreign market

> skills S N - | |
> values Explicit =» Ability to do business in that mkt
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New study

Survey:

Postal Survey sent to Directors of 1006 Slovenian SMEs

with international sales

o with 10 to 250 employees;
e annual turnover > 13 Million Euro

Data: from 161 usable responses

Averaqge firm profile:

o with 20 to 49 employees;

e 330,000 Euro < annual turnover < 1,650,000 Euro

« 17,5 years hold
e operated in manufacturing industry
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New study

Topics:

1) They expect the four following dimensions of human capital
of an SME's entrepreneur(s)
to relate positively to its internationalization:

e International business skills,

e |nternational orientation,

e perception of environmental risk,
« management know-how

2) Dimensions of human capital in predicting SME
Internationalization




New study — Background Hypothesis

International Business Skills: Difficult to imitate !!

Tacit knowledge of geographically dispersed market,
aquired through personal experience
of specific international market

e International experience,
e [nternational shooling,
e International personal networks and relationships

Hypothesis 1a: The international business skills of an SME's chief entrepreneur
are related positively with the SME's internationalization
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New study — Background Hypothesis

International Orientation: Difficult to imitate !!

A potentially important factor that could differentiate firms in
relation to their export propensity, aggressiveness,
development, and performance is the amount of time the
entrepreneur has spent abroad. The entrepreneur's
exposure to foreign cultures through living, working, or
traveling abroad should increase their international
orientation to foreign cultures and countries. Being abroad

change perceived ambiguity and complexity of these
markets!

Hypothesis 1b: The time spent abroad by an SME's chief entrepreneur
Is related positively to that SME's degree of internationalization
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New study — Background Hypothesis

Perceptions of the Environment (Risk Perception)

A firm's propensity to internationalize
IS positively related to its entrepreneur's level of risk tolerance

When entrepreneurs are willing to assume risk

the degree of risk that they attach to export situations is
reduced.

Hypothesis 1c: An SME's chief entrepreneur's perception of the risk

of operating in international markets
IS negatively related to SME Internationalization
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New study — Background Hypothesis

Management know how

Skills and expertise developed over time
by managing the enterprise (the ability to identify appropriate
partners, ...)

Firms with diverse management know how may be able to
Introduce better human resources practices, undertake more
promising competitive strategies, and identify more promising
opportunities in foreign markets

Hypothesis 1d: The management know-how of the chief entrepreneur
of an SME is positively related to SME internationalization
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New study — Background Hypothesis

Table 1
Eummary of Selected Categones and Compornents of the Cntrepreneurs Human Capital and Their Influsnce

o fntenraticnalization
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New study - Indicators

To measure SMESs internationalization

¢ SMEs activities: What

(a) importing;

(b) direct exporting;

(c) exporting through an intermediary;
(d) solo venture direct investment;

(e) joint-venture direct investment;

(f) licensing of a product or service;
(g) contracting;

(n) franchising;

() any other international activity




New study - Indicators

3« Foreign markets:

Phisic
Cultural
Psychological

closeness

To measure SMESs internationalization

Where

Five Regions:

1)
2)

3)
4)
5)

Italy, Austria, Germany

former Yugoslav countries + Russia:
Croatia, Bosnia and Herzegovina,
Serbia, Macedonia, Montenegro

other EU and associate EU member Countries
USA and Canada,
all other Countries
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New study - Indicators

To measure SMESs internationalization

3¢ The degree of standardization / customization : How
with respect to:

(a) Product / services;

(b) Marketing / advertising;

(c) Branding;

(d) Employee training for different country markets.

 Percentage of foreign sales

¢ Amount of time employees dedicate to international operations

¢ Percentage of all products/services sold abroad
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New study - Indicators

To measure entrepreneur’s human capital

3 International business skills

a. International work experience;
b. personal networks and relationships abroad,;
c. International business education

* Environmental risk perception

the degree of risk they associated
with various international operations




New study - Indicators

To measure entrepreneur’s human capital

* International orientation

a. number of days spent on business trips outside Slovenia

b. number of days on all trips out of Slovenia.

* Management Know How

negotiation,

oral presentation,

team-building and management,
motivating employees,

developing personal business relationships
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New study - Conclusions

Figure 2.
Determinant-dimensional model

Hla-Hid

¥ Coefficients sienificant at 005,
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New study - Conclusions

Human Capital Related and predictive Indicators for
SMEs Internationalization

3 International orientation

a. number of days spent on business trips outside Slovenia

b. number of days on all trips out of Slovenia.

* Environmental risk perception

the degree of risk they associated
with various international operations
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New study - Conclusions

Human Capital Related and predictive Indicators for
SMEs Internationalization

3 International business skills

a. International work experience;
b. personal networks and relationships abroad,;
c. International business education

* Management Know How
. hegotiation,

. oral presentation,

. team-building and management,

. motivating employees,

. developing personal business relationships
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New study - Conclusions

Entrepreneurs most exposed to foreign cultures

through travel or residence

likely accumulate

experiential knowledge of international market characteristics
which benefits them when internationalizing

their firms.

Entrepreneurs who see less risk

when competing in international markets
appear more likely to respond

to export opportunities and to internationalize.
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New study - Then

B \We suggest to develop best practices and, at beginning,
supporting SMEs more international oriented

B Using EU Funds and developing project to support SMEs
entrepreneur’s human capital dimensions development,
especially focusing on:

I International orientation

Tacit dimension
M Environmental risk perception
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