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1. PORTO

Abstract

Purpose: This comprehensive study seeks to delve into the intricate web of factors that drive
positive international performance within the realm of Small and Medium-sized Enterprises
(SMEs). A distinguishing feature of our research is the comparative analysis between two
distinctive industries: the fast-paced technology industry and the traditional manufacturing
industry. This comparative endeavor provides valuable insights into the varying determinants
and consequences of performance in these sectors, shedding light on their unique challenges
and opportunities.

Methodology/Approach: Our approach commenced with a rigorous examination of existing
literature. This foundational step allowed us to carefully select the variables under scrutiny. The
selected variables represent a cross-section of essential factors, including international
entrepreneurial orientation, the generic competitive strategies (comprising cost leadership,
differentiation, and focus), market intelligence, and the external environment. These variables
form the bedrock of our analytical framework. Subsequently, we leveraged the power of
Structural Equation Modeling (SEM) as a statistical tool to delve deeper into the interconnections
among these pivotal variables, these were quantified using data taken from a questionnaire we
created. This method provided an insightful lens through which we could investigate the
collective influence of these factors on international performance.

Findings: Our research journey culminated in several notable findings. We discovered that the
pivotal drivers for enhancing international performance within SMEs transcend industry
boundaries. Irrespective of industry, the driving forces of international entrepreneurial
orientation, the external environment, and differentiation consistently emerged as the primary
factors influencing international performance. Our insights are not only derived from an
extensive review of scholarly literature but also from empirical data obtained through a
comprehensive questionnaire, enriching the depth and validity of our conclusions.

This study serves as a robust foundation for further exploration into the nuanced
dynamics of SME performance and sets the stage for prospective research endeavors that may
illuminate additional industry-specific insights. The synthesized knowledge presented herein
holds valuable implications for SMEs seeking to optimize their international performance
strategies.

Keywords: International Performance, International Entrepreneurial Orientation, Generic Competitive

Strategies, Cost Leadership, Differentiation, Focus Strategy, Market Intelligence, External Environment,

Tech Industry, Manufacturing Industry.
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1. PORTO

Resumo

Objetivo: Este estudo abrangente procura aprofundar-se na complexa rede de fatores que
impulsionam o desempenho internacional das Pequenas e Médias Empresas (PMEs). Uma
particularidade da nossa pesquisa é a andlise comparativa entre duas industrias distintas: a inddstria
tecnoldgica, em rapido crescimento, e a inddstria transformadora, mais tradicional. Esta comparagao
fornece “insights” valiosos sobre os seus determinantes e as variadas consequéncias do desempenho
nestes setores, permitindo-nos perceber os seus desafios e oportunidades tnicas.

Metodologia/Abordagem: A nossa abordagem teve inicio com uma revisdo da literatura existente.
Este passo fundamental permitiu-nos selecionar cuidadosamente as varidveis a serem escrutinadas.
As variaveis selecionadas representam vdrios fatores essenciais, como a orientacao empreendedora
internacional, as estratégias competitivas genéricas (que compreendem a lideranca de custos,
diferenciacao e o foco), a inteligéncia de mercado e o ambiente externo. Estas varidveis formam a base
do nosso enquadramento analitico. Posteriormente, aproveitamos o poder da Modelagem de Equacoes
Estruturais (SEM) como ferramenta estatistica para compreender as relacdes entre essas varidveis,
estas que foram quantificadas a partir de dados retirados de um questiondrio elaborado por nés. Este
método proporcionou uma visao esclarecedora através da qual nos permitiu investigar a influéncia
coletiva destes fatores no desempenho internacional das empresas.

Resultados: A pesquisa culminou em varias descobertas consideraveis. Descobrimos que os principais
impulsionadores do desempenho internacional nas PMEs transcendem as fronteiras da inddstria. Ou
seja, independentemente da indlistria, a orientacao empreendedora internacional, o ambiente externo e
a diferenciacao consistentemente emergiram como os principais fatores que influenciam
positivamente o desempenho internacional. Os nossos resultados ndao sao apenas derivados de uma
revisao da literatura académica, mas tamhém de dados empiricos obtidos por meio de um questionario
abrangente, enriquecendo a profundidade e validade das nossas conclusoes.

Este estudo serve como uma base robusta para uma investigacao mais aprofundada das
dinamicas subtis do desempenho internacional das PMEs e prepara o terreno para futuras pesquisas
que podem clarificar “insights” adicionais especificos da industria. O conhecimento aqui sintetizado tem
implicacdes valiosas para as PMEs que procuram otimizar as suas estratégias e consequentemente
adquirir umimpulso no seu desempenho internacional.

Palavras-chave: Performance Internacional, Orientacdo Empreendedora Internacional, Estratégias
Competitivas Genéricas, Lideranca De Custos, Diferenciacao, Estratégia de Foco, Inteligéncia De
Mercado, Ambiente Externo, Industria Tecnoldgica, Indistria Transformadora.
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1. Introduction

1.1. Presentation and Opportunity of the Topic

Internationalization is undeniably one of the most pivotal and pervasive phenomena in today's
economic landscape, intimately interwoven into the very fabric of our global market. The intricate web
of international trade and business activities has profoundly shaped the world as we know it.
Understanding the key determinants of a company's success in the international arena is not merely a
matter of growth; it often spells the difference between a company's survival or obsolescence.

The process of internationalization can be succinctly described as a strategic evolution in a
company's business development, leading to a high degree of commitment and active involvement in
international markets through the introduction of specific products tailored for selected regions
(Luostarinen, 1994). This strategic shift demands an astute understanding of international markets,
consumer behavior, and intricate global dynamics.

Small and medium enterprises (SMEs) occupy a particularly prominent position within the
contemporary economic landscape, serving as the lifeblood of numerous market systems worldwide,
whether in developed or developing nations (Beigi et al, 2021). This prominence is particularly
noteworthy, given that our forthcoming statistical research is focused on Portugal, a nation where
SMEs account for an overwhelming 99.9% of all registered businesses, according to PORDATA'. The
resilience and adaptability of SMEs in the face of economic challenges make them an integral part of
national and global economies.

Defining SMEs can be a nuanced task, as there is no universally accepted classification. SMEs
can be characterized based on a multitude of criteria, including their annual turnover, the number of
employees, capital investment size, management style, geographical location, and market share
(Tumwine et al., 2015; World Bank, 2011). The European Union (EU), provides a standard definition,
stipulating that SMEs typically consist of enterprises with less than 250 employees and annual
turnovers not exceeding 50 million euros.

SMEs offer innovation, adaptability, and resourcefulness, which enables them to effectively
navigate the complexities of international markets. Their pivotal role in the economic ecosystems of
both emerging and established economies underscores the significance of our research in
understanding the factors that underpin the international success of these dynamic enterprises. By
unraveling these determinants, we aim to contribute not only to the growth of SMEs but also to their
resilience and sustainability in an increasingly interconnected global economy.

Understanding the drivers of international performance is of paramount importance in today's
global business landscape. International performance refers to a company's ability to succeed and
thrive in international markets, and identifying the key factors that influence this success is crucial for
several reasons.

Firstly, knowing the drivers of international performance allows businesses to make informed
strategic decisions. When a company is aware of the critical factors that impact its performance in
international markets, it can tailor its strategies accordingly. This might involve adjustments to
marketing approaches, product offerings, or operational processes, aligning them with the specific
needs and demands of international customers. Without this knowledge, a company may operate in a
foreign market blindly, risking misallocation of resources, missed opportunities, and even failure.

Secondly, recognizing these drivers helps companies to better navigate the complexities of
international markets. The global business environment is characterized by diverse cultural, economic,
political, and regulatory factors. What works in one market may not work in another. By identifying the
drivers of international performance, companies can adapt their operations and strategies to align with
the unique characteristics of each market. This adaptability is key to overcoming barriers and
challenges that international expansion often presents.

Additionally, understanding these drivers is essential for risk management. Entering
international markets can be fraught with uncertainties, such as exchange rate fluctuations, political
instability, and cultural differences. By knowing the key drivers of international performance,

Thttps://www.pordata.pt/en/home
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1. PORTO

companies can anticipate potential risks and develop risk mitigation strategies. This proactive approach
helps safeguard the company's investments and assets.

Moreover, insights into international performance drivers are crucial for assessing market
potential and opportunities. It allows a company to evaluate whether a particular market is worth
entering and what the expected returns might be. This evaluation helps businesses allocate resources
efficiently and choose markets that align with their capabilities and goals. Without this understanding, a
company may engage in costly market entry ventures with uncertain outcomes.

Understanding these drivers is also essential for the development of competitive advantages.
By focusing on the factors that truly influence international performance, a company can identify areas
where it can excel and outperform competitors. This might involve harnessing unique capabilities,
leveraging technology, or adopting innovative approaches. A deep understanding of these drivers can
lead to a sustainable competitive edge in global markets.

In summary, knowing the drivers of international performance is instrumental for strategic
decision-making, market adaptation, risk management, opportunity assessment, and building
competitive advantages. In today's interconnected world, where international markets offer immense
opportunities for growth, the ability to grasp and leverage these drivers is crucial for the long-term
success of any business venturing beyond its domestic borders.

1.2. Main Objectives

In the context of our research focus, this study is inherently designed to delve into the core drivers
propelling SMEs towards heightened international performance. To embark on this exploratory journey, our
initial stride involved an exhaustive review of the most recent literature in the field (refer to Appendix 1).
Through this scholarly odyssey, we meticulously identified the primary variables that would constitute the
foundation of our forthcoming investigation.

The chosen variables, meticulously extracted from the corpus of existing knowledge, encompass:

1 International Entrepreneurial Orientation.

1 Generic Competitive Strategies (including Cost leadership, Differentiation, and Focus
strategies).

1 Market Intelligence.

9 External Environment.

These variables lay the groundwork for our comprehensive study, reflecting the multifaceted
dimensions critical to comprehending SMEs' prowess in the international arena.

With these variables thoughtfully poised, the next phase of our study entails a more in-depth
exploration of the literature. Through this process, we endeavor to develop hypotheses that establish
meaningful connections between our chosen variables and the central metric of our research, namely,
international performance—an elusive yet vital aspect of SME success on the global stage.

To gather empirical data and rigorously test these hypotheses, we will construct a meticulously
designed questionnaire. This survey instrument will be administered to a select cohort of companies
operating within the technology and manufacturing sectors, two domains that stand as bastions of
innovation and international engagement. The responses collected from these companies will serve as
invaluable keystones in our research endeavor, enabling us to scrutinize, validate, or refine the hypotheses.
The culmination of this data analysis, facilitated through sophisticated statistical software, will furnish us
with actionable insights into the viability and relevance of the proposed hypotheses.

In essence, this study seeks to illuminate the intricate interplay between these pivotal variables and
the international performance of SMEs. By doing so, we aim to provide a tangible, data-driven foundation for
SMEs and researchers to foster and navigate successful international ventures. Our ultimate aspiration is to
contribute to the body of knowledge that underpins the continued growth and adaptability of SMEs in an
ever-evolving global landscape.

1.3. Innovative Contributions

One of the primary innovations and distinguishing features of this research lies in its unique
comparative approach. Unlike many other studies in the same field, this research undertakes a focused
examination of two distinctly different yet crucial industries—the technology and manufacturing sectors.
This comparative exploration is aimed at uncovering nuanced insights that can shed light on the dynamics of
international performance within these industries.
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In the realm of manufacturing, this research takes a specific focus on the textile and footwear
sectors. This deliberate choice is guided by the profound prevalence and consequential impact of these
industries on our specific geographical location. The textile and footwear industries have long been integral
to the economic fabric of our region, with their contributions extending beyond economic factors into the
social and cultural dimensions of our community.

This research recognizes that these industries play a pivotal role, serving as the cornerstone of local
commerce and employment. Consequently, understanding how these sectors navigate the international
landscape is not only academically intriguing but also of substantial practical significance. By investigating
the international performance of businesses operating within these industries, we aim to provide actionable
insights and recommendations that can aid both the businesses themselves and the local and national
policymakers who seek to bolster these sectors' competitiveness on a global scale.

Through the comparative analysis of the tech and manufacturing sectors, specifically the textile and
footwear industries, this research aims to contribute to the broader discourse on internationalization. By
scrutinizing how businesses in these divergent industries approach international markets, we hope to distill
valuable lessons that transcend sectoral boundaries and provide a rich tapestry of insights for stakeholders
and scholars alike.

1.4. Study Structure and Methodology

The study commences with a thorough literature review, offering an extensive exploration of
existing knowledge in the field. This literature review sets the stage for the subsequent components of the
research by identifying the key variables, theories, and empirical evidence related to the drivers of
international performance. It serves as a crucial foundation, providing a theoretical framework upon which
the subsequent analysis is built.

Following the literature review, the study transitions into the empirical phase. In this stage, the
research employs Structural Equation Modeling (SEM), a robust statistical technique, to analyze the
relationships among various variables and assess the impact of these drivers on international performance.
SEM allows for the examination of complex interactions within the chosen model, providing valuable insights
into the direct and indirect effects of each driver. Through the SEM analysis, the study aims to validate the
hypothesized relationships and gain a deeper understanding of the dynamics at play.

The final section of the study is the conclusion, where the findings and insights derived from the
literature review and SEM analysis are synthesized and presented. This section offers a comprehensive
overview of the study's outcomes and provides answers to the research questions posed at the beginning of
the research. Moreover, it discusses the practical implications of the findings and offers recommendations
for businesses looking to enhance their international performance. The conclusion acts as a synthesis of the
entire research, summarizing the main takeaways and emphasizing their significance.

Overall, the study's structure reflects a systematic and methodical approach to investigating the
drivers of international performance. By sequentially moving from literature review to statistical analysis
and concluding with a comprehensive summary, the study aims to provide a well-rounded and valuable
contribution to the understanding of international business dynamics.
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1. PORTO

2. Literature Review

This chapter plays a pivotal role in the research endeavor by providing a comprehensive
examination of the existing literature. Its primary purpose is to delineate the importance and relevance
of the carefully selected variables, which form the backbone of this study. These variables encompass
the multifaceted dimensions of international business and its intricate dynamics. They are as follows:
International Performance; International Entrepreneurial Orientation; Generic Competitive Strategies;
Market Intelligence; External Environment.

With these variables outlined, the next step involves a meticulous examination of the existing
body of literature. This exploration serves to establish the theoretical foundations and empirical
evidence that link these variables to international performance. The insights gleaned from this literature
review lay the groundwork for formulating hypotheses, which are integral to the empirical phase of this
research.

These hypotheses are not mere conjectures; rather, they are carefully justified and articulated
based on the existing theoretical and empirical knowledge. The research applies a rigorous framework
to ensure that these hypotheses are well-founded and testable, thereby contributing to the growing
body of knowledge on international business.

In the subsequent phases of this study, these hypotheses will be subjected to empirical scrutiny
through a structured questionnaire, targeting businesses operating in both the technology and
manufacturing sectors. This empirical analysis will provide valuable insights into the practical
implications of the theoretical constructs, ultimately offering guidance for businesses and seeking to
enhance their international performance in a dynamic global landscape.

2.1. International Performance

Drawing from a comprehensive analysis of current literature, a discernible pattern emerges
regarding the prevalent form of measurement employed to evaluate the influence of various drivers on a
company's performance (Asemokha et al., 2019; Beigi et al., 2021; Crespo et al., 2020; Falahat et al., 2020;
Gerschewski et al,, 2015; Prange et al., 2017; Radulovich, 2018). This pattern highlights the prominent
utilization of 'international performance’ as a key metric in these studies. Recognizing the pivotal role played
by international performance, we sought to establish a clear and universally accepted definition for this
multifaceted construct.

To comprehensively define and standardize the measurement of international performance, we
turn to the work of Beleska-Spasova (2014). Her seminal research has been instrumental in shedding light
on the determinants and the multitude of measures underpinning the complex construct of export
performance. Beleska-Spasova's work meticulously outlines the intricacies of export performance,
encompassing not only financial indicators but also non-financial dimensions such as market expansion,
market share growth, and overall international business success. By aligning our study with the insights
gleaned from Beleska-Spasova's work, we aim to adopt a robust and universally recognized framework for
assessing international performance within the context of Small and Medium-sized Enterprises (SMEs). This
alignment ensures that our research remains both comprehensive and directly comparable to the broader
body of literature in the field. These objectives previously mentioned can be economic and non-
economic:

 Economic measures:

0 Sales-related: Export intensity, Export intensity growth, Export sales efficiency,
Export intensity growth compared to competitors, Export sales growth, Export sales
growth compared to competitors, Export sales return on investment, Export sales
return on investment compared to competitors, Export sales volume, Export sales
volume compared to competitors.

0 Market-related: Export market share, Export market share compared to competitors,
Export market share growth, Export market share growth compared to competitors,
Gaining a foothold in the market, Market diversification, Rate of new market entry,
Rate of new market entry compared to competitors.
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Non-economic measures:

0 General: Export success, How competitors rate the firm's export performance,
Meeting expectations, Overall export performance, Overall export performance
compared to competitors, Strategic export performance.

0 Miscellaneous: Achievement of objectives regarding response to competitive
pressures, Building awareness and image overseas, Contribution of exporting to the
growth of the firm and the quality of the firm's management, Customer satisfaction,
Gaining new technology/expertise, Product/service quality compared to
competitors, Quality of customer relationships compared to competitors, Quality of
distributor relationships, Quality of distributor relationships compared to competitors,
Reputation of the firm compared to competitors.

2.2. International Performance in Manufacturing and Tech Industries

Beginning with the insights provided by Nadkarni et al. (2011), it is apparent that factors such
as the domestic mindset of top managers and the prevailing international industry conditions can exert
a positive influence on the early international performance of companies operating within multi-
domestic industries. These findings underscore the importance of leadership perspectives and the
external business environment in shaping international success.

Shifting the focus to the manufacturing sector, the research by Blecker et al. (1995)
emphasizes that manufacturing industries can enhance their international performance by adopting
strategic policies that promote research and development (R&D) activities. This underscores the
significance of innovation and technology-driven strategies in the manufacturing realm to excel in
international markets.

Furthermore, a study conducted by Yoon et al. (2018) homed in on technology-based Small
and Medium-sized Enterprises (SMEs), revealing a set of critical variables that significantly impact
positive international performance. These variables encompass innovativeness, risk-taking propensity,
proactiveness, and network capability. The study's outcomes indicate that, irrespective of the industry,
achieving a favorable international performance hinge upon the adept application of these pivotal
drivers. In essence, these findings emphasize the universality of success factors that can be leveraged
across both manufacturing and technology industries to bolster international performance.

2.3.International Entrepreneurial Orientation

Entrepreneurial Orientation (EOQ) and entrepreneurship, although correlated terms are different
at the core. Mentioning Lumpkin and Dess (1996, 2001), we can understand EO as being entrepreneurial
process that explain how new projects are conducted, and entrepreneurship as what businesses do.
The basis of EO was introduced by Miller (1983). The author explains that companies that demonstrate
innovation, proactivity, and a risk-taking approach follow an entrepreneurial orientation. Innovation can
be described as a company's search for new opportunities, ideas, and involvement in creative methods,
which in turn results in the making of new products, services, and technological processes (Lumpkin et
al, 2001). Proactivity suggests the determination of a company to chase promising opportunities
(Miller, 1983). Risk-taking is the range and disposition of managers to commit company resources to
activities or projects where the outcomes are unknown, and the cost of failure can be high in uncertain
market environments (Wiklund et al., 2005). International Entrepreneurial Orientation is an evolving
research area that seeks to analyze the international activity of companies at the three different levels
described before (Kropp & et al, 2006).

Multiple studies have examined the influence of international entrepreneurial orientation and
its effects on international performance. Firstly, we can use Hernandez-Perlines et al. (2016) who
demonstrated that international entrepreneurial orientation has a significantimpact on the international
performance of family-owned businesses. Regarding the 3 levels of international entrepreneurial
orientation highlighted above, these authors exposed innovation as the most important. According to
Balabanis et al. (2003), there’s a direct relationship between entrepreneurial posture and export
performance, this translates in the maximization of profit in companies that adopt an entrepreneurial
orientation, regardless of market condition. Krauss et al. (2005) demonstrated that the presence of EO
is a valuable indicator of business success, with proactiveness being shown as the most important
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level, also providing evidence of the advantages of EO constructs across all levels of investigation,
cultures, and economic developments.

We can also find some occasions where international entrepreneurial orientation doesn't seem
to show any impact on a company's performance. Slater et al. (2000) studied if entrepreneurial
orientation and business profitability were positively related, and it revealed no substantial influence.
Taking this into consideration we propose our first set of hypotheses:

Hi» International entrepreneurial orientation has a positive impact on the international performance of SMEs.
Hw: International entrepreneurial orientation does not impact the international performance of SMEs.

2.4. Generic Competitive Strategies

The generic competitive strategies were established by Porter (1997). The author first defined
competitive strategy as taking an offensive or defensive action to secure a safe position and generate a
superior return on investment in a certain industry, while handling successfully the five competitive
forces (threat of new entrants, threat of substitute products or services, bargaining power of suppliers,
bargaining power of buyers, rivalry among existing firms). A company applies these generic strategies
for three reasons, them being to survive, become profitable, and increase its market share (Islami et al.
2020).

Although each company should aim to formulate and apply unique strategies taking into
consideration the industry, they're in, on a broader level Porter identified three specific generic
strategies that can be universally used, individually or collectively, and can help outperform competitors
in the same industry, namely: cost leadership, differentiation, and focus (Porter, 1997).

According to Nandakumar et al. (2011), companies who employ any of the generic competitive
strategies, either cost leadership, differentiation, or focus have an overall better performance than the
ones who do not, with emphasis on cost leadership and differentiation both of whom demonstrate
better financial performance.

1

Differentiation

Cost
Leadership

Generic
Competitive
Strategies

Figure 1- Strategic Generic Forces of Porter

2.4.1. Cost Leadership
Cost leadership is a competitive strategy based on the premise of having low-cost products or
services compared to competitors (without forgetting quality), being that this can be achieved through
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efficient-scale facilities, the pursuit of cost reduction through the means of experience, overhead
control, and cost minimization in areas like R&D and advertisement (Porter, 1997).

Cavusgil et al. (2015) argue that companies that focus on lowering costs, efficient logistics, and
networking with their international partners, demonstrate early internationalization leadership
compared to their competitors. According to Amoako-Gyampah et al. (2008), a cost leadership
strategy, always aligned with product quality, has a significant positive impact on a company's overall
performance. Also, Baraza (2017) explained that this strategy has the benefit of intensifying
investments, which in turn leads to enhanced performance.

Finally, and contradicting the findings shown before, we can use Ward et al. (2000) to
demonstrate an instance where cost leadership and business performance demonstrated an
insignificant correlation, especially In high-performance companies. Thus, we formulate the following
hypothesis:

H:,: Cost Leadership has a positive impact on the international performance of SMEs.
Hap: Cost Leadership does not impact the international performance of SMEs.

2.4.2. Differentiation

The term differentiation, as described by Dombrowski et al. (2018), can be employed when a
certain product or service is unique in the marketplace, with high quality and standard, and that can be
distinguishable from competitors. The key value of this strategy is uniqueness (Atikiya, 2015).

There are many ways to achieve differentiation, some of them proposed by Porter (1980),
namely: design or brand image, technology, features, customer service, and others. When this form of
strategy is achieved it can provide above-average returns, coupled with a defensible position in the
market because of the loyalty and exclusivity offered by clients, all these actions combined can assure
a company with high market share and low-cost sensitivity (Porter, 1980).

According to David (2011), this loyalty is gained through the customers becoming deeply
attached to unique product features, only if these features are tough enough for competitors not to
copy, for this to be possible it would be ideal for them to be, in terms of production, time-consuming and
expensive.

Regarding the effects of differentiation on international performance, Gorondutse et al. (2017)
found a positive connection between the two, supporting that companies that used differentiation
gained competitive advantage and inherently increased performance. On the same topic, Islami et al.
(2020) showed that differentiation was Porter's generic strategy that had the greatest impact on
increasing performance.

Contradicting these findings, we can integrate Dawes et al. (1996) and Parker et al. (1992).
Their studies defended that not only the differentiation strategy, but all of Porter's generic strategies
had no connection to a company's high performance. Consequently, with these findings we reach the
following hypotheses:

Hs.: Differentiation has a positive impact on the international performance of SMEs.
Hsy: Differentiation does not impact the international performance of SMEs.

2.4.3.Focus

The last generic competitive strategy is the focus strategy, which entails market segmentation
as their main factor, it helps the business gain a competitive advantage by focusing on a particular
consumer group, a segment of the product line, or a geographic market (Atikiya, 2015).

Unlike the other generic strategies which are applied industrywide, the focus strategy is
developed around a specific target, emphasizing that the company can achieve differentiation by
meeting more effectively the needs of the niche, or by lowering its costs, or both (Porter, 1998).

Referring to Atikiya (2015), it was shown through their research that the focus strategy,
whether anchored on a low-cost or differentiation strategy, successfully managed the needs of the
specific market that it was imputed. On the same level, Tehrani (2002) conducted a study that
compared the impact of five competitive strategies, them being product differentiation, low-cost,
marketing differentiation, focus product differentiation and focus low-cost on the performance of high-
tech industries in the United States and Europe, concluding that focus product differentiation to be one
of the most impactful variables In terms of superior performance in a company. Regarding a study

ESCOLA
SUPERIOR

DE TECNOLOGIA
EGESTAO



1. PORTO

made by Ndhiwa (2010) we can reiterate the focus strategy as being one of the most useful in dealing
with an extremely competitive market and overall performance.

In opposition, Oyewobi et al. (2015) demonstrated that all of Porter's generic competitive
strategies are significantly related to organizational financial performance measures except for the
focus strategy which revealed no significant relationship at all. Given all these results we formulate
these hypotheses:

H.a: The focus strategy has a positive impact on the international performance of SMEs.
H.p: The focus strategy does not impact the international performance of SMEs.

2.5. Market Intelligence

According to Mishra et al. (2015), market intelligence is a very crucial and valuable attribute for
a company to possess since it enhances its competence to identify and take advantage of external
opportunities and therefore promote internationalization. The core of market intelligence centers
around understanding competitors, customers, and other business stakeholders and as a result,
allowing businesses to gain a competitive advantage by taking advantage of opportunities that appear.

Some authors also refer to this phenomenon as market orientation, Hosseini-Mogaddam et al.
(2014) defined it as the degree to which a company understands the needs of its customers and turns
this information into a tool throughout the company to try and anticipate future actions and meet the
needs of its customers.

Concerning the impact of market intelligence influence on a company’s performance, we can
start by referring to Vatamanescu et al. (2016), it was shown that market intelligence may be capable of
improving company performance by developing market information management, organizational
learning, and intellectual capital. Furthermore, Kirca et al. (2005) who conducted a comprehensive
study on the matter, concluded that market orientation, although a costly procedure, enhances profits
which translates into a positive economic performance indicator, other variables worthy of
acknowledgment, that are positively impacted by market intelligence are sales, business evolution,
perceived quality, market shares, and public satisfaction.

Referring to Escanddn-Barbosa et al. (2016), we can understand the importance of the
collaboration that needs to happen between international entrepreneurial orientation and international
market orientation, for a company's financial success. We can also elahorate, from the same authors,
that although international market orientation leads to a positive gain in international performance, in
prominent levels, to the point of saturation, it can lead to a turning point where it starts to show no
effects, especially in countries where the recourses are scarce and in SMEs. Taking all this information,
we elaborate on the following hypotheses:

Hs,: Market intelligence has a positive impact on the international performance of SMEs.
Hsy: Market intelligence does not impact the international performance of SMEs.

2.6. External Environment

There is no extensively held consensus on how corporate external environment should be
assessed and measured, given that some researchers have treated environments as objective facts
independent of companies, and others have treated environments as perceptually determined and
enacted (Kim and Lim, 1988). Following previous research, in this study external environment will be
treated as a perceptual construct because international performance is viewed as a strategic decision
that involves navigating within aspects of the macro, micro, and industry environments (Machuki et al.,
2011; Pearce et al., 2000). With this in consideration, external environment according to OjedaZzomez
et al. (2007) can be divided in two levels: micro and macro. The micro level includes all those with whom
the firm has relationships and who in turn can have an impact on it such as suppliers, consumers,
distributors, governmental institutions, and competitors; while the macro level corresponds to factors
indicating trends or changes in the social, political, technological, demographic, cultural and economic
realms.

In the same vein, Thompson et al. (2007) also divided external environment in two: macro
environment and industry/competitive environment. Regarding the macro environment, it includes
economic conditions, population demographics, technology, social values, lifestyles, and regulations;
While the industry/competitive environment includes factors such as suppliers, customers,
competitors, new entrants, and substitute products.
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Relating to the impact of external environment on international performance we can start by
mentioning Islami, X. et al. (2020), who demonstrated that external environment-related factors have a
significant influence on international performance among exporting SMEs. On the other hand,
Kuivalainen, O. et al. (2004) indicated that although competitive domestic markets and a growing
industry support companies’ internationalization effort, too much environmental instability can have
negative consequences.

Given this information and adding Ibeh (2003) we can conclude that external environment can
exhibit a positive, insignificant or even negative effect on international performance. With this finding,
we can in turn support the following hypotheses:

Hes: External environment has a positive impact on the international performance of SMEs.
Hep: External environment does not impact the international performance of SMEs.
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3. Methodology

Having found our hypotheses our main goal now is to assess them, applying various statistical
tests, to determine their validity. To achieve this, we intend on creating a database developed from
questionnaires. These questionnaires serve the purpose of quantifying the various drivers that were
described in literature as being the ones with the most impact on the international performance of
SMEs. This will allow us to understand if these drivers have some if any impact on the international
performance of Portuguese SMEs.

Taking our hypothesis into consideration, we can establish our dependent and independent
variables. The dependent variables are the ones we are interested in measuring and, as the name
suggests, depends on our independent variables. Given that we want to measure the International
Performance of PMEs, this is our dependent variable. On the other hand, independent variables are the
ones that we want to study their changes and how it impacts the dependent variables, for this study
and considering the literature presented, our independent variables are International Market
Orientation, Cost Leadership Strategy, Differentiation Strategy, Focus Strategy, Market Intelligence and
External Environment.

In Appendix 2 we present the conceptual model of this research, based on the theoretical
foundations given in the previous chapter and considering our dependent and independent variables.
After developing the questionnaire and collecting the various responses we intend on dividing the data
into three separate databases, the first one containing all the data collected, the second one only
including companies from the tech industry and the last one containing only companies in the
manufacturing industry. This will be done so that we are able to compare the outcomes of the two
differentindustries.

Lastly, we intend on testing the data on the statistic software JASP, employing a structural
equation model (SEM), which is a technique to analyze multivariate models and is frequently used to
assess the credibility of the hypothesized models (Anderson and Gerbing, 1988). Before this we will
assess the validity of the data by using a confirmatory factor analysis (CFA) this is needed to test our
data and assure its validity, adequacy, consistency, reliability and also confirms if the constructs that
are theoretically related, are in fact related (Bhat et al., 2022) and examining the good of fit indices of
the model presented.

3.1. Population, Sample and Data Gathering

The population of this study consists of Portuguese SMEs, currently operational, active in
international markets and inserted in the technological and manufacturing industry (for the
manufacturing industry only companies in the textile or footwear industry).

To select the companies that are going to receive our questionnaire, we used Sabi, which is a
database containing information about approximately 900.000 Portuguese companies. After
accessing the Sabi website, we applied some filters to satisfy the specific needs of our study. Firstly, we
selected the NACE (Nomenclature of Economic Activities) of the companies we wanted to include, the
ones selected where: 13 — Manufacture of textiles, 14 — Manufacture of wearing apparel, 15.2 -
Manufacture of footwear and 62 - Computer programming, consultancy and related activities. The next
filters applied made sure the companies selected have currently an active status, are from Portugal and
are companies that have the e-mail information available. After applying all the filters, we ended up
with 9.612 companies and their respective contacts, so that we are able to send the questionnaire. All
the different stages of the filtration can be seen in Appendix 3.

The questions were made following previous guidelines in the current literature (Gerschewski
et al., 2015; Falahat et al., 2020; Crespo et al., 2020; Jean & Tan, 2019; Beleska-Spasova, 2014) and it
was composed of 75 questions, to allow us to input the data into JASP to elaborate a SEM all the
guestions relating to our drivers will be a 5 point Likert scale ranging from 1 (Strongly disagree) to 5
(Strongly agree). In Table 1we present all the questions that compose the guestionnaire as well as their
respective coding, that was used as abbreviation for the database and lastly it indicates the driver
associated to each question.

The questionnaire was sent to all the companies given to us by Sabi and was open for answers
from 12/07/2023 until 18/09/2023, during this period 133 companies were unreachable because the
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email provided was invalid. In the end we ended up with 325 answers and after removing incomplete or
invalid answers we ended up with 311 valid answers, which are the sample of our study. Although our
questionnaire only obtained a response rate of about 3% according to Stevens (2012) the sample size is
large enough to be considered statically significant. Our questionnaire in its entirety is displayed in
Appendix 4.

Questions Coding Constructs
Does your company operate in foreign markets? AME
What department do you work in? DEP
Year the company was founded ANOCRI
Year of the first act of internationalization ANOINT
Difference between the year of creation and the year of the first act of
internationalization (Created after) BUACRIRY
Company's age (Created after) IDADEEMP Demographics
Type of industry TIPOIND
Business model MODELONEG
Geographical location of the first markets penetrated LOCALMERC
What are the main reasons for choosing this geographical location(s)? MOTLOCAL
How did you enter the first international markets? MODENTR
Instead of just Portugal, the world is considered the company's market. OEIVGP1
We pursue international business. OEIVGP2
We have the vision of a truly global company. OEIVGP3
We approach internationalization through long-term strategies. OEIVGP4
We have a strong determination to do business internationally. OEIVGPS
We regularly communicate the company's mission to our employees in order International
to be successful abroad. OEIVGPE Entrepreneurial
We look for new ways of running operations. OEIIP1 Orientation
Weinitiate actions to which other companies respond. OElP2
We introduce improvements and innovative processes in the company. OENP3
We regularly identify new opportunities. OElIP4
We try to take the initiative in all situations. OEIIP5
The company is creative in the way it operates. OEIIP6
We have the ability to adjust prices in the markets in which we operate. LC1
We respond quickly to our competitors' price changes. LC2
We respond quickly to our customers' requests for price consideration. LC3 Cost Leadership
W.e are transparent in the information we provide to our customers about Lca
price changes.
We can easily reduce our production costs. LC5
Our .international customers praise the quality of our products and/or DIE1
services.
The quality of our products and/or services is better than most of our DIF2
competitors.
We try to make improvements to our existing products and/or services. DIF3
We strictly control the quality of our products and/or services. DIF4 Differentiation
We solve our customers' problems immediately. DIF5
Our products and/or services are improved based on gaps in meeting our DIEG
customers' expectations.
We have R&D for new products and/or services. DIF7
We produce a wide range of products and/or services. DIF8
We focus on the specific needs of our customers in international markets. FOCO1
\:1/:9;:2]; doeur:]:r:g.ducts and/or services as a new and innovative way of FOCO2 Focus
We emphasize the unique characteristics of our products and/or services in FOCO3

N
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international marketing.

Our products and/or services are highly specialized for international
markets.

We focus on exploiting niche markets.

We target relatively new and "untapped" markets around the world.
Which strategy do you think best fits your company?

We can quickly detect when changes in market regulations occur.
We can quickly detect changes in our customers' needs.

We can quickly detect changes in our competitors' strategies.

We can quickly detect changes in the distribution channels we use.

Our commercial strategies are guided by convictions about how to create
better value for customers.

We pay a lot of attention to after-sales services.
We systematically and frequently measure customer satisfaction.

We communicate internally frequently about customer experiences.
Compared to our competitors, our company is better able to deal with
government regulations and bureaucracy.

Our company's top managers have good relations with officials at various
levels in the public administration.

Our company's top managers establish good relations with the managers of
the companies that are our clients.

Compared to our competitors, our business model finds new ways of
obtaining commercial licenses.

Our business model finds a new way of dealing with illegal competitive
practices, such as piracy of new products/trademarks.

Our business model finds a new way of dealing with insufficient
infrastructure (such as electricity, water, road access, etc.).

Our company has already experienced some illegal competition practices,
such as illegal copying of new products, counterfeiting of our own products
and trademarks registered by other companies.

Our company has experienced an increase in unfair competition practices
from other companies in the sector.

Our company has faced ineffective laws to protect its intellectual property.
Our company has been rated as one of the best companies by newspapers,
magazines or the media.

Our company has been considered one of the most reliable companies in the
sector.

Number of employees

Sales volume (€)

Contribution of international sales to total sales (%)

Growth in international sales (%)

Do you think that international sales have increased the company's profits?
We were able to introduce successful new products and/or services on
international markets.

We have established the positioning of our products.

We were able to enter new market segments.
We were able to acquire new technologies and experiences.

We have a good relationship with our international distributors.

Our products and/or services are of better quality than those of our
competitors.

Our relations with our customers are better than those of our competitors.
We have a better reputation than our competitors.

Table 1 - Variable Coding and Description
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FOCO4

FOCO5
FOCO6

QUALESTRAT

IM1
IM2
IM3
IM4

IM5

IM6
IM7
IM8

AERP1

AERP2
AERP3
AEINO1
AEINOZ2

AEINO3

AEHOST1

AEHOSTZ2
AEHOST3
AEREP1

AEREP2

NFUNC
VOLNEG
CONTVENINT
CRESCVENINT
LUCRO

PERFINTNE1

PERFINTNEZ
PERFINTNE3
PERFINTNE4
PERFINTNES

PERFINTNE6

PERFINTNE7
PERFINTNES8

Generic
Competitive
Strategies

Market
Intelligence

External
Environment

International
Performance -
Economic
Measures

International
Performance —
Non-Economic

Measures
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4. Descriptive Analysis

The questionnaire was divided in two parts. Since we were aiming for companies that
participated in the international market this was our first question “Does your company operate in
foreign markets?” if answered “Yes” the questionnaire would continue as normal, but if answered “No”
the questionnaire would end and there was a possibility of answering the question “What are the main
reasons why your company doesn't operate in foreign markets?”. The companies that answered
positively to participating in the international market correspond to 190 answers out of the 311 total
answers, this corresponds to proximally 61% of the total number of answers. In a later chapter we'll be
analyzing the answers of the companies that don't partake in international markets, using a word cloud
to compile and understand the main reasons for this occurrence.

All the tables and results used for these analyses are depicted in Appendix 5, since our main
goal is to compare the two industries previously mentioned. We used JASP to create contingency tables
to separate the data by industries this allowed us to used chi-squared and Cramer’s V tests to measure
the strength of the relationship between the different variables and the type of industry (Wu et al,,
2013). According to Reynolds (1984) a Cramer's V test result of at least 0.1 provides a good minimum
threshold to confirm the relationship. After imputing all the data and collecting the tables, the only
variables that presented a p-value > 0.05 were DEP, CRESCVENINT and LUCRO this suggests that
there is no evidence to reject the null hypothesis of independence, indicating that there isn't a
statistically significant association between the two categorical variables. Regarding the Cramer's V
tests the only one that showed a value lower than 0.1 was CRESCVENINT which suggests a very low
association between CRESCVENINT and TIPOIND.

Since we're aiming to compare two different industries it's wise to start by analyzing the
number of responses from each industry. From the total number of responses about 61% were from
companies in the tech industry and about 39% were from companies in the manufacturing industry, this
can lead us to assume that the results provided will have a point of view slightly more towards the tech
industry side, since they were more proactive to respond.

Firstly, it's important to understand which company department the people who represent
their company and responded to the questionnaire belong to. In general, we can determine that 67% of
the answers were given by the CEOs of their respective companies, followed by people in the
commercial department, the administrative department and lastly in the financial department, in total
the people inserted in these four departments either together or separately represents 92% of the total
number of answers. If we compare the two industries, we can see that in both, CEO continues to be the
department most prevalent in terms of response with the commercial and administrative department
following it.

In terms of the characteristics of the companies we can examine their business model and age.
We can see that 96% of the companies, regardless of the industry they're in, operate on a B2B
(business to business) bases. Only the tech industry has a small percentage of companies (6%) that
operate exclusively on a B2C (Business to Consumer). Regarding their age, the companies from the
manufacturing industry are on average 13 years older than the ones from the manufacturing industry.
This can be areason to explain the year they started to operate in foreign markets, since on average the
companies from the tech industry started internationalization 10 years earlier.

To understand why the various companies started their internationalization process, we
wanted to know the geographical locations the companies decided to aim for as their first international
markets, why they choose these specific places and the ways they choose to enter them. Looking at the
geographical places (more specifically continents) that were chosen by the companies, the three more
prevalent were Europe, Africa and North America, either chosen together or separately all these
continents represent 97% of the total number of answers. In both industries Europe was the top choice
with almost 90% of the companies choosing this continent to start their international relations, in the
case of the manufacturing industry this is more apparent, since all the companies (100%) choose
Europe. The higgest difference between the two industries is the second most chosen continent, since
in the tech industry it's Africa (33%) while in the manufacturing industry it's North America (19%).

The higgest reasons for choosing these regions were opportunities (84%), proximity (39%),
language (31%) and easy access to distribution channels (24%). This is equally shown in both industries
and explains well why Europe was chosen as the predominant continent to start international trade.
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The only difference between industries is, once again, the second most chosen reason, given that the
tech industry chose proximity, and the manufacturing industry chose language. This explains the
second most chosen continent in each industry, given that the tech industry chose Africa which is the
closest continent to Portugal, and the manufacturing industry chose North America, which possesses
the English language considered to be the “universal” language.

Regarding the way the companies chose to first enter the international markets, export (63%)
and strategic alliances (34%) were by far the main ones indicated. In the manufacturing industry export
was the main method used with 92% of the total number of companies. On the other hand, the tech
industry indicated strategic alliances as the main method used with 50%, but exports also played an
important role with 43%.

Next, we are going to evaluate the economic measures of international performance and in
turn further characterize the companies. The EU classifies SMEs as companies which employ fewer
than 250 people and which have an annual turnover not exceeding 50 million euros, this accounts to
93,68% of the companies that responded, since were studying SMEs, this is a very good indicator.
When looking at the number of employs we can assume that the manufacturing industry employs more
people since 64% of companies in this industry have between 11 to 250 employees while 56% of
companies in the tech industry have between O and 10 employees. Contrary to the number of
employees the sales volume of both industries is more similar, given that sales volume under 2 million
euros is the most prevalent (72%). The second most chosen interval in both industries changes, in the
tech industry it's between 10 and 50 million euros (10%) and in the manufacturing industry it's between
2 and 10 million euros (24%).

NFUNC

60,00%
50,00%

B Tech Industry

40,00%
30,00%
20,00% ® Manufacturing Industry
10,00% ] .
0,00% -
0-10

+250 1-50 51-250

Graph 1- Number of Employees per Industry
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eurosand <50 and <10 million euros
million euros euros

Graph 2 - Sales Volume per Industry

The last questions were the ones that focused more specifically on the international
performance of the companies. The contribution of international sales to the total number of sales is
slightly different between industries. In the tech industry half of the companies (49%) reported a
contribution of international sales under 50% and the other half (51%) reported a contribution of
international sales over 50%, being more specifical the two most recurring intervals are between 76%
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and 100% (37%) and between 0% and 25% (32%). The contribution of international sales to the total
number of sales is more apparent in the manufacturing industry since 72% reported a contribution of
international sales over 50%.

CONTVENINT
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30,00% ® Tech Industry
20,00% m Manufacturing Industry
i | . ll
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0% -25% 26%-50% 51%-75%  76%-100%

Graph 3 - Contribution of International Sales to Total Sales per Industry

Lastly, we can see that international sales growth and contribution of international sales to
profit are very similar in both industries. Most companies in both industries (81%) reported a growth of
international sales under 50%, in the same lane most companies in both industries (94%) agreed that
international sales helped them increase company's profits. We put a “other” option in this last question
for anyone that would like to comment, and we obtained a very interesting ohservation from one of the
companies: "“We were born global. We don't have a home market and so the residual value is Portugal. In
our case, the question is whether Portugal helps increase the company's profit.”.

CRESCVENINT
80,00%

60,00%

40,00% m Tech Industry
20.00% I m Manufacturing Industry
X (]
000% I = - |
0%-25% 26%-50% 51%-75%  76%-100%

Graph 4 — International Sales Growth per Industry
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5. Divers of International Performance In Both Industries

5.1. Confirmatory Factor Analysis

Before testing our model using the SEM, we first need to do a CFA. To assess the CFA the
recuring literature uses mainly factor loadings (represents the strength of the relationship between an
observed variable and a latent factor), composite reliability (assesses how well the observed variables
that load on a factor collectively represent that same factor) and average variance extracted (a
measure of the amount of variance in the observed variables that is accounted for by the latent factor
they represent). Fornell and Larcker (1981) suggest a factor loading of at least 0.50 or higher, a
Composite Reliability (CR) of at least 0.60 or higher and lastly an average variance extracted (AVE) of
0.50 or higher.

A total of two attempts were made until the tests achieved favorable results, in each attempt
the variables that didn't comply with the suggested values were removed. In the first attempt the
variables LC4 (FL=0.300), LC5 (FL=0.460), DIF7 (FL=0.390), DIF8 (FL=0.279), FOCO5 (FL=0.490),
FOCO6 (FL=0.475), AERP3 (FL=0.312), AEHOST1 (FL=0.247), AEHOST2 (FL=0.302), AEHOST3
(FL=0.260), AEREP1 (FL=0.320) and AEREP2 (FL=0.223) didn’'t comply with a value of at least 0.5
regarding factor loading. Also in the first attempt, none of the factors comply with the minimum value in
AVE, with differentiation (AVE=0.293) and external environment (AVE=0.217) having very low and
unacceptable values. The factor external environment (CR=0.659) also didn’t comply with the minimum
value in CR. On the second attempt the variables with a Factor Loading lower than 0.5 were removed,
this time all the variables presented an acceptable factor loading value. Regarding the factors although
all of them present a high value in CR, the AVE values are all below 0.5. According to Hair et al. (2019)
AVE values between 0.4 and 0.5 although not preferable are still acceptable, the only exception being
market intelligence which is below 0.4, but since it presents a very good CR value and its theoretically
supported it will not be removed, however it represents a limitation to the study. In Table 2 the final CFA
test results are showed.

Variables Factor Loadings CR AVE
Internatlon:aI Entr.epreneurlal _ 0.901 0434
Orientation
OEIVGP1 0.523 - -
OEIVGP2 0.622 - -
OEIVGP3 0.764 - -
OEIVGP4 0.736 - -
OEIVGP5 0.671 - -
OEIVGP6 0.736 - -
OEIIP1 0.578 - -
OEIlIP2 0.569 - -
OEIIP3 0.659 - -
OElIP4 0.658 - -
OEIIP5 0.643 - -
OEIIP6 0.680 - -
Cost Leadership - 0.703 0.449
LC1 0.531 - -
LC2 0.749 - -
LC3 0.693 - -
Differentiation - 0.835 0.458
DIF1 0.624 - -
DIF2 0.695 - -
DIF3 0.777 - -
DIF4 0.722 - -
DIF5 0.672 - -
DIF6 0.576 - -
Focus - 0.768 0.462
FOCO1 0.677 - -
FOCo2 0.790 - -
FOCO3 0.658 - -
FOCO4 0.626 - -
Market Intelligence - 0.829 0.379
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IM1 0.575 - -

IM2 0.712 - -

IM3 0.602 - -

IM4 0.651 - -

IM5 0.613 - -

IM6 0.641 - -

IM7 0.526 - -

IM8 0.629 - -

External Environment - 0.779 0.418

AERP1 0.575 - -

AERP2 0.712 - -
AEINO1 0.602 - -
AEINO2 0.651 - -
AEINO3 0.613 - -

International Pferformance - _ 0856 0426
Non-Economic Measures

PERFINTNE1 0.614 - -
PERFINTNEZ2 0.802 - -
PERFINTNE3 0.644 - -
PERFINTNE4 0.584 - -
PERFINTNES 0.626 - -
PERFINTNE6 0.7114 - -
PERFINTNE7 0.633 - -
PERFINTNES8 0.578 - -

Table 2 - CFA for Both Industries

5.2. Goodness of fitindices

Before starting the SEM analysis, the goodness of fit indicators need to be assessed to guaranty
the acceptance and adequacy of the model. For this purpose, some indicators were considered such as the
chi-squared statistic (X?), the p-value for the baseline, the root mean square error of approximation
(RMSEA), the goodness of fit index (GFI), comparative fit index (CFI) and Tucker-Lewis index (TLI). For an
acceptable model fit the RMSEA should be less than 0.5, the CFl and TLI should both be greater than 0.95
and the GFI should be greater than 0.9 (Hair et al., 2019).

For this study the good of fit indices were X?(191) = 848.94, p = 0.998, RMSEA = 0, CFl =1, TLI =1.01
and GFI = 0.954. Although the X was very significant it is necessary to note that according to most
researchers this test is very sensitive to larger sample sizes (Leong et al., 2013). Also in this case, being a
goodness of fit study, a high p-value suggest that the model doesn't deviate from the expected values. With
these results we can validate the goodness of fit of this model.

5.3. Structural Equation Model

With the CFA and the goodness of fit indices assessed and validated we can now test the
model using the SEM. In Table 3 we can see the results of the regression coefficients, while on Figure 2
the SEM obtained.

With these results we can assess the statistical significance of all the factors. Firstly, analyzing
the p-values of them all we can see that cost leadership, focus and market intelligence don't appear to
have a significant relationship with international performance, given that they all presented p-value
greater than 0.05. On the other hand, international entrepreneurial orientation, differentiation and
external environment were shown to be statistically significant at the 0.05 level.

The factor shown to be the most influential to international performance is differentiation,
being the factor with the lowest p-value in conjunction with the highest estimate coefficient of 0.813,
this means that, on average, a one-unit increase in differentiation (DIF) is associated with a 0.813 unit
increase in the outcome variable of international performance (PERFINTNE). The same can be said
about international entrepreneurial orientation and external environment, if we look at their estimate
coefficient, we can assume that they both have a positive effect on international performance.

Regression

Coefficients Estimate Standard p-value Supported Hypothesis
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OEl - PERFINTNE ‘ 0.522 0302
LC - PERFINTNE -0.109 -0M5
DIF - PERFINTNE ‘ 0.813 0.467
FOCO - PERFINTNE 0.120 0.110
IM - PERFINTNE ‘ -0.07 -0.058
AE - PERFINTNE 0.250 0.290

Table 3 - Regression Coefficients for Both Industries
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Figure 2 - SEM for Both Industries
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1. PORTO

6. Divers of International Performance In The Tech Industry

6.1. Confirmatory Factor Analysis

This time our tests will be done just with the companies in the tech industry. Once again, before
performing a SEM we need to start with a CFA to assess the validity of our data. We will be analyzing
the factor loadings, CR and AVE.

This time a total of three attempts were made until we obtained factor loading values of at
least 0.50 or higher and consequently claim the adequacy of our data. In the first attempt the variables
OEIVGP1 (FL=0.451), OEIIP1 (FL=0.321), OEIIP2 (FL=0.287), OEIIP3 (FL=0.440), OEIIP4 (FL=0.409),
OEIIP5 (FL=0.424), OEIIP6 (FL=0.362), LC1 (FL=0.445), LC4 (FL=0.157), LC5 (FL=0.384), DIF6
(FL=0.486), DIF7 (FL=0.321), DIF8 (FL=0.281), FOCO1 (FL=0.497), FOCO5 (FL=0.344), FOCO06
(FL=0.344),IM1 (FL=0.426), IM3 (FL=0.461), IM7 (FL=0.415), AERP3 (FL=0.206), AEHOST1 (FL=0.397),
AEHOST2 (FL=0.459), AEHOST3 (FL=0.346), AEREP1 (FL=0.330), AEREP2 (FL=0.170), AEREP3
(FL=0.426), PERFINTNE4 (FL=0.438) didn't fulfill the minimum factor loading threshold of 0.50 so they
were excluded. In the second attempt the ones excluded for the same reason were IM2 (FL=0.471), IM4
(FL=0.444) and PERFINTNE1 (FL=0.489). In the last attempt every factor has a CR of at least 0.60 or
higher and AVE of 0.40 or higher and with all this results we can confidently assume the adequacy of
our data. The final CFA results are presented in Table 4.

Variables Factor Loadings CR AVE
Internatlon:aI Entr.epreneurlal _ 0.864 0564
Orientation
OEIVGP2 0.720 - -
OEIVGP3 0.802 - -
OEIVGP4 0.661 - -
OEIVGP5 0.792 - -
OEIVGP6 0.749 - -
Cost Leadership - 0.650 0.495
LC2 0.830 - -
LC3 0.535 - -
Differentiation - 0.796 0.442
DIF1 0.624 - -
DIF2 0.721 - -
DIF3 0.670 - -
DIF4 0.658 - -
DIF5 0.619 - -
Focus - 0.704 0.449
FOCO2 0.753 - -
FOCO3 0.700 - -
FOCO4 0.581 - -
Market Intelligence - 0.733 0.475
IM5 0.769 - -
IM6 0.770 - -
IM8 0.546 - -
External Environment - 0.793 0.436
AERP1 0.592 - -
AERP2 0.621 - -
AEINO1 0.715 - -
AEINO2 0.758 - -
AEINO3 0.621 - -
International Pferformance - _ 0.890 0420
Non-Economic Measures
PERFINTNEZ2 0.713 - -
PERFINTNE3 0.464 - -
PERFINTNES 0.507 - -
PERFINTNE6 0.794 - -
PERFINTNE7 0.758 - -
PERFINTNES 0.716 - -

Table 4 - CFA for the Tech Industry

19

ESCOLA
SUPERIOR

DE TECNOLOGIA
EGESTAO



1. PORTO

6.2. Goodness of fitindices

The goodness of fit indicators need to be assessed once more to guaranty the acceptability of
the model. Once again, X2, the p-value for the baseline, RMSEA, GFI, CFl and TLI will be used. The
goodness of fit indices for this model are X?(115) =248.88, p = 1.000, RMSEA = 0, CFI =1, TLI=1.053 and
GFI = 0.946. All these tests obtained optimal results and are very good indicators, so we can validate
the goodness of fit of this model.

6.3. Structural Equation Model

In Table 5 we can see the results of the regression coefficients and on Figure 3 the SEM
obtained, and with this start to evaluate the statistical significance of all the factors. If we look at the p-
values we can see that cost leadership, differentiation, focus and market intelligence don't appear to
have a significant relationship with international performance at the 0.05 level. This time only
international entrepreneurial orientation and external environment were shown to be statistically
significant at the 0.05 level.

The factor shown to be the most influential to international performance in the tech industry is
external environment, being the factor with the lowest p-value in conjunction with the highest estimate
coefficient of 0.409, this positive value implies a positive effect on international performance, the same
can be said about international entrepreneurial orientation.

Considering a significance level of 0.10 then we can also regard cost leadership as statistically
significant for the model. Unfortunately, if we look at the estimate coefficient for this factor it returned a
negative value of -0.272, this indicates that a one-unit increase in cost leadership (LC) is associated
with a 0.272 unit decrease in the outcome variable of international performance (PERFINTNE), which
marks cost leadership as a damaging driver for international performance.

?:gfrf?csizl:tr; Estimate Standard p-value Supported Hypothesis
OEl - PERFINTNE | 0379 0195 0.047 Yes Hra
LC- PERFINTNE | -0272 -0.290 0.059 Yes (0.10 level) -
DIF - PERFINTNE | 0757 0.321 0.237 No Hab
FOCO - PERFINTNE | 0.081 0.066 0.697 No Ha
IM - PERFINTNE | 0.498 0.320 0.226 No Hsb
AE - PERFINTNE | 0.409 0.365 0.014 Yes Hea

Table 5 - Regression Coefficients for the Tech Industry
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Figure 3 - SEM for the Tech Industry
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1. PORTO

7. Divers of International Performance In The Manufacturing
Industry

7.1. Confirmatory Factor Analysis

To conclude our analysis the tests will be done just with the companies in the manufacturing
industry. Just like before, we will be analyzing the factor loadings, CR and AVE given to us in CFA so that
we can assess the validity of our data.

As it occurred in the tech industry analyses, a total of three attempts were made until we
obtained factor loading values of at least 0.50 or higher. In the first attempt the variables LC4
(FL=0.360), LC5 (FL=0.494), DIF8 (FL=0.486), AERP2 (FL=0.430), AERP3 (FL=0.430), AEHOST1
(FL=0.229), AEHOST2 (FL=0.315), AEHOST3 (FL=0.342), AEREP1 (FL=0.361) and AEREP2 (FL=0.399)
didn't fulfill the minimum factor loading threshold of 0.50 so they were rejected. In the second attempt
DIF7 (FL=0.489) returned a factor loading value below 0.50 and was eliminated. Every CR value
complies with the minimum value of 0.60 butjust like in the first CFA made one of the factors presented
an AVE value bellow 0.40, but since the value is very close to the threshold, has a significant CR value
and it's theoretically supported it will not be removed, this once again represents a limitation to the
study. The final CFA results that validate our data are presented in Table 6.

Variables Factor Loadings CR AVE

Internatlon:aI Entr.epreneurlal _ 0939 0580
Orientation

OEIVGP1 [ - -

OEIVGP3
OEIVGP4 =
OEIVGP5 - -

OEINP1 -
OElIP2 0.709 = =
OElIP3 - -

OEIIP5 - -

L - -
LC2 - -
LC3 - -
Differentiation 0.
DIF1 - -
DIF2 - -
DIF3 -

DIF5 - -
DIF6 - -
Focus -
FOCO1 - -

FOCO3

Market - 0.

IM1 -

IM2 - -
IM3 - -
IM4 - -
IM5 - -
IM6 0.67 - -
IM7 - -
IM8 - -
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