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1. Introduction

Internationalization steadily becomes an imporfactor in competitiveness
of enterprises, regardless of their size and aféaterest. Small and medium en-
terprises (commonly abbreviated to SME) often béig@ir business with their eyes
set on global market and utilizing global-orientchtegies. They often see — and
take advantage of — opportunities to work acrodiiqal borders, resulting in not
only significant increases in revenues, but in exge of knowledge and know-
how. Such exchanges invariably prove profitablalt@arties involved, increasing
their ability to compete with companies not invalhia the network.

Internationalization of SME can take various formsften involves export
of goods, creation of international alliances aadedopment of company branches
abroad.



Information and communication technologies simpéifid boost development
for all kinds of enterprises, yet in case of snaatl medium enterprises, the influ-
ence is far better visible. Activities such as ebi#rg for new markets become
easy, companies find various economical barriedaaed, which in turn decreases
costs of international operations. It is a subgdatital importance for both compa-
nies that can increase their competitive abilityweell as for the consumers, who
gain access to wider array of products, servicesi@fiormation — all due to Inter-
net access. It is also worth mentioning that inespf significant advantages that
new technologies provide for SME, those solutioresreot free of flaws and they
do have their own barriers and limitations [1].

2. The process of internationalization of SME

Internationalization of an enterprise is a gradw@cess. The company ac-
tions and activities becomes more and more intiemmal{ knowledge of external
markets grows, as does its experience in condudeads abroad. Cultural barriers
become less problematic and cause fewer problemspesience grows, leading to
lower risks — both real and perceived — associaigdthe process of international-
ization [1].

Definitions of internationalization of a companyfdr between various publi-
cations, but they all have a common trait: moshaust see it as gradual process,
progressing in discernable steps. Example of step-lsased model could be a
situation where company progresses from sellingsoown marked, then moves to
taking minor orders from abroad, then starts talamgmajor orders from other
countries and finally ends up as experienced egpam large scale [2]. Current
version of Uppsala model (the 2009 revision) emjzeasimportance of coopera-
tion and creation of a network between companiesder to facilitate exchange of
experiences, reduce physical distance to new ngri@ter the risks associated
with entering new markets and increase chancesaakss for cooperating compa-
nies [3]. A common issue, often mentioned in preifasal literature, is the signifi-
cant difference between high-tech SME (HTSME) aMESn traditional branches
of industry. HTSME operate on very fast-changingbtilent and unstable markets,
where windows of opportunity are usually very skantl require significant flexi-
bility to take advantage of. Considering factorsnomon to high-tech markets, like
narrow specialization, short-lived products and lmternal demand (especially
significant in case of small courtiers), HTSME shibfocus on international mar-
kets — or even the global market — from the stag §o-called “born global” con-
cept) [4, 5].

There are four paths of access to internationaketsuf6]:
- penetration into international markets through ticatities (for example
by extending connections already present),
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- gradual entering to markets that are closest igggtical sense,

- dynamic penetration when market conditions becoomyenient,

- dynamic penetration by early adaptation of newnetdgies.
Two former approaches are examples of gradual appravhilst two latter are more
organic and are most useful in companies thazetdicommerce solutions [7].

When it comes to discussing the issue of internatipation of SME, it is

very important to remember that SME are not smaiéion of corporations. There
is a significant difference in available resourdedds of activity, methods of man-
agement and overall abilities between an SME arwtoration. Those differences
result in a different way internationalization wpitogress in both cases. Of course,
there is no reason the process may not be simildepending on approach the
owner or managers (in case the owner is not agtivelnaging the company) take,
the internationalization of SME might be as comglec! as internationalization of
a corporation. The inherent weaknesses of SME ardhe first place — inability to
gather experience and develop in any significant @athe primary market before
expansion and difficulties in identification of @ilsle expansion targets and choice
between markets to expand to. The greatest adwsBE have over the corpo-
rations in the process of internalization are: igbilo quickly react to market
changes and customers demands, greater flexibititlycloser relations to custom-
ers — which in the end translates to better hagdiinniche markets and competi-
tive advantage in comparison to larger companiesTf8e main barriers that make
SME internationalization difficult are, among otker

- high cost of internationalization, including anasysf new markets, legal

consultation cost, cost of translating documentatiadaptation of the
products to market requirements, travel costs,

- higher business and financial risk,

- existing regulations and legal limitations, buraagy,

- difficulties in capital acquisition, payment delays

- tariffs,

- insufficient management and marketing skills,

- difficulties in accessing necessary information &ndwledge,

- difficulties in finding partners and representasiv the new markets

The aforementioned difficulties, often encountebgdSME during the process of
internationalization can vary in intensity and sfies, depending on company’s
country of origin. Differences can manifest duevtwmiety in size of the market of
origin (large vs. small) and its degree of develeptm(developing vs. developed)
[9]. It is important to remember that the Interbgt itself does not provide any
universal solution to aforementioned barriers itefinationalization. Nonetheless,
with proper application, the Internet becomes duligeol, allowing many barriers
to be reduced or removed, speeding up the processderably.
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3. Modern technologiesin hands of SME

SME existing in turbulent and ever-changing ecomamenvironment can
gain substantial advantage with implementation oflenn information and com-
munication solutions. Globalization and technolagiprogress cause change in
expectation of both the customers and businesagyaraind force the introduction
of modern technology in daily work of the compa®ne of the main advantages
SME gain due to implementation of modern informatémd communication tech-
nology is the access to information infrastructilvat could be compared to infra-
structure normally available only to large entesps. Application of modern tech-
nology increases company’s capability of both imdrand external communica-
tion in the degree available only to large compsnieuntil recently. Improved
communication with recipients, suppliers, busingsgners, even rivals, can result
in adding new value to products and services amgt ¥ even more important in
age of information, allows trade of concepts artélliectual property. The small
businesses, due to their size, are extremely dolaptBhis attribute results in abil-
ity to gain a competitive advantage due to beirlg sdapply the Internet as a tool
faster and more flexible than a large company wdaddable to. The increasing
range of available solutions gives SME a chancenake use the opportunities
offered by information systems[10].

Most commercial applications of the internet canefanformation exchange
tools (ie. e-mail, chat, videoconference, EDI syste WWW sites used for infor-
mation acquisition or transaction facilitation awodeation of company’s own
WWW site. Application of the Internet in enterprsdaily work will be dependant
of company’s area of expertise and the product inanufacturing: it can be ex-
pected that IT companies will be far more willingdaable to use the Internet than
their non-IT counterparts. Least degree of appboadf e-business solutions can
be seen in public sector, education and non-psefittor. The most popular and
commonly used Internet tool is the website, a wfogreat information capacity
and a platform allowing use of other communicatmois[11]. The website is most
often a base for marketing communication, a toolofo-line promotion and a way
to present the company on the outside. It is oftemay to show plans, goals and
ideas that should be associated with the comp&tijy [1

The Internet-based tools, such as aforementiondibites and communica-
tion tools, can be used to achieve various goats) as [13]:

* Increase in efficiency of company’s activities:
- Promotion of the products,
- Creation of new selling channels,
- Reduction of costs,
- Decrease in distribution time,
- Simplification and improvement of customer service,
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Shaping and perfecting image of the company anthridued,
Creation and upkeep relationships with businessees,
Acquisition of market data,
Transformation of company’s organization schema:
Learning the new technologies and their application
Experimentation with new organizational structures,
Customer relations management
Redefinition of the way organization works:
Availability of new possibilities regarding the phacts,
Ability to apply new business models

The research shows that the Internet and Interamst¢b technologies are of
great importance to development of SME in countoieth developed and develop-
ing. Table 1 shows most commonly encountered ustwednternet by Australian
SME, according to annual Sensis report [14], aleity results of research done
by McKinsey Institute, concerning use of InterngtIME in developing countries
with special emphasis on the technologies that hlagegreatest influence on in-
crease of SME revenue [15].

Table 1. Internet usage by SMEs

Current uses of the Internet
by SMEs (Australia)*

Benefits of Internet for
entrepreneurs (aspiring
countries)

Technologies leading to
higher revenue and low-
er cost of goods sold
(aspiring countries)

Communication via email
Searching for informatio
about products and serviceg
reference information or re
search data

Internet banking

Searching for suppliers d
products or services
Promotion of the company
Streamlining communical
tions with customers an

Increased reach to mo
customers

Ease of doing busines
related research online
Reduced cost of doin
business

Increased access to i
vestors

Ability to register busi-
ness online

Increased access to loal

d-

staff

e Electronic messaging
- Social networks
5— Web site
- Online marketing
- Cloud
- E-business solutions
n- Extranet

NS

" Includes only activities reported by more than 6BME
Source: Based ofihe Online Experience of Small and Medium Entegstiz012,
Sensis e-Business Report, p. 14, O. NottebohmahyMa, J. Bughin, M. Chui,
A. Syed,Online and Upcoming: The Internet’'s Impact on AsgrCountries,
McKinsey&Company, 2012, p. 46, 52

Introduction of information and communication salas in SME is not a
simple and risk-free process. SME encounter nunsedbificulties, barriers and
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limitations in introduction of e-business solutiontheir business model. Table 2
presents some of the problems SME might encount@mniattempt to introduce
information technologies in their operations [16].

Table 2. Barriers for application of internet technologies

Category Barriers

Cultural - Fear of IT and resistance to change
- Trust and quality of support to companies
- Commitment of time by SMEs

Financial - High initial set-up cost

- Additional cost due to the change
Technical - Weak skills base

- Security/privacy issues
Access - Lack of training opportunities and networking
Knowledge - Ownership of data, intellectual property
sharing
Awar ness - Lack of awareness of potential of ICT

- Lack of proven best practice examples

Source: R. Marasini, K. lons, M. Ahmatlssessment of e-business adoption in SMEs —
A study of manufacturing industry in the UK NorifisEregion Journal of Manufacturing
Technology Management, Volume 19, Number 5, 200836,
www.emeraldsight.com/1741-038X.htm

SME that become early adopters of information tetdgies have a signifi-
cant chance of gaining great competitive advantegmparable to advantage
gained by companies that enter a given market fifs¢ basic incentives to imple-
ment information technology early are, among othkrwer costs and compara-
tively low risk, improvement of relations with priders and recipients, better con-
trol over distribution process and improvement @ducts’ marketing.

4. M oder n technologies and SME inter nationalization

Internet and modern communication and informateehhologies connected
to it should be of great interest to enterprised #re planning to internationalize
their business. The geographical distances antigablborders steadily become of
less importance due widespread Internet accesgihitiainly due to simplifying
the contact between organizations and making itafster than it has ever been in
history. Using the Internet to communicate is anigant asset to an SME that is
trying to become an international company; it is oy a way to lower — or even
eliminate — traditional barriers SME face in emgrexternal markets, it is also a
signal to potential partners that the company tb beodern and flexible.
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Using both Internet and e-commerce, SME can cortigala easily access
new customers and external markets while still ta&iing a presence on compa-
ny's market of origin, even in absence of any gigant knowledge about the ex-
ternal markets. Another factor that makes the ma#@onalization process easier is
the adaptation of real-time communication over ltiternet in the form of Voice
over IP (VolP), often extending to videoconferencdss manner of communica-
tion has a significantly lower cost that traditibf@ms of long-distance communi-
cation and adds to elimination of geographicalibesrbetween the company and
its customers and providers.

A research conducted among British industrial SNI&naed for mapping of
areas in which the Internet can simplify the prece$ internationalization of
a company. The researchers analyzed three gro$igl6f the selection was based
on Research & Development spending, the groups nared low-tech, medium-
tech and high-tech. The main subject of the rebeass the degree the Internet
was used in the company and how big is its infleeoc the internationalization
process. The results are shown in Table 3. Thareséave clearly shown that the
Internet have the greatest value for high-tech Sé#pecially in the area of market
research, customer relation management and inogeasbmpany’s share in
worldwide business networks, a process which resalcquisition of new busi-
ness partners and providers. In case of low-technaedium-tech enterprises, the
Internet is mainly used to maintain existing busgeelations and reduction of
cultural barriers in acquisition of new customersl aagents. In conclusion, the
more the SME utilizes the Internet and associatedem technology — including
the communication and presentation tools — thetgreélae influence on the interna-
tionalization process. In other words, the morehtgavvy the company is, the
greater role the Internet plays in both its daipe@tions and long-term plans —
including plans of internationalization [17].

Despite of the obvious advantages the applicatfonternet grants in the
process of internationalization of SME, there asgesal potential problems and
disadvantages that must be considered before dydivial conclusions. Utilizing
the Internet as distribution and marketing chairegilacing traditional export) will
not increase the sales by itself. The company cwsiuct normal marketing activ-
ity at the same time — of course, those activiteas be conducted using the Internet
channels as well — and provide post-selling sesv{service that normally — in the
classic, non-Internet model — would be renderediHgy agent or trade office).
Replacing the agents entirely by Internet-baseatktraay result in increase of dis-
tance between the customer and company, in wosst €adisassociation of the
product and the company in the eyes of the cust@an$erch situation may result in
loss of customers, lessened knowledge about maakelts- in the end — incomplete
or erroneous picture of the target market [18].
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Table 3. Internet usage and the influence of the Interndhternationalization

Level of tech- Influence of inter net usage on interna-
Internet usage . o
nology of SMEs tionalization
High- Web site Supporting communication with
technology E-mail Worldwide customers
SMEs Video-conferencing Intelligence gathering
Search Facility Making new personal customer contacts
Providing product information for
customers

Responding to pre-sales customer
information requests and pre-sales pro
duction consultation for customized of-
ferings

Communication with agents/distributors
Investigating potential foreign suppliers

M edium- Web site Supporting communication with
technology E-mail international customers
SMEs Online technical support| Product promotion
Online tracking order Making direct contact with prospective
Advertising and customers
promotion Providing product information for
Search facility customers
Video-conferencing Responding to pre-sales customer
Newsletters information requests and pre-sales pro

duction consultation
Reducing communication barriers apd
social and cultural distance with interna-
tional customers
Communication with agents
Cost savings in travelling

Low-technology | Web site Supporting communication with
SMEs E-mail customers in Europe

Online product catalogué Providing online marketing material
Online ordering system | Providing pre-sales product information
Announcements
Newsletters
Customer satisfaction
feedback

Source: K. Tseng, R. Johnsénternationalisation and the internet in UK manutiatng
SMEs Journal of Small Business and Enterprise DevetogmVol. 18, No. 3, 2011,
p. 583, www.emeraldinsight.com/1462-6004.htm

Many businesses tend not to include in their esém#hat using Internet to

compete on new market means that they will encoumteshole new group of
companies that already use Internet and that catmopemay be even greater that
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on their domestic market. SME should take into @meration an uneven availabil-
ity of the Internet in various countries — obvigyshe Internet has the greatest
presence in developed countries, while in theirettping counterparts, access is
often limited both in quantity (to urban areas eereto the wealthy minority) and
quality (due to weak connections or governmentadtrad). This factor heavily
influences the applications of Internet in expandmdeveloping countries.

Taking the above mentioned issues into account, SME choose to apply
modern technology in the process of internatioaéitmn must carefully consider
the pros and cons, deciding in which degree angdbéng to use traditional meth-
ods of internationalization, and in which degred thiey support — or replace —
them with the Internet-based tools, moving thefivity to the virtual world.

5. Conclusion

The internationalization processes of SME and |laaporations are signifi-
cantly different. Nonetheless, the SME version bancomplicated as well, and
encounters many difficulties typical for the SMEcte, like limited access to re-
sources and financing, lack of proper qualificagiogtc. Implementation of modern
information and communication technology can sifgpthe process to a great
degree, but not without inherent risk. SME accepshe modern markets with
application of new technologies must be aware rgidlacompetition and change of
conditions defining the company behavior. Researehtioned in this paper show
that SME apply the Internet and associated teclgydio varying degree. The vari-
ety is often based on their market of origin anelaof industry they operate in.
The area in which SME apply the new technologiegith special regard to the
Internet — is obviously wider in case of high-texdmpanies. Application of infor-
mation and communication technology in the prooalsénternationalization is
prevalent in such areas as customer service, lasstnebusiness relations, creation
of new relations, acquisition of market informatiand online sales. New technol-
ogies simplify the process of SME internationalimat nonetheless the enterprises
must be aware of limitations and risk connectediti@rent market conditions and
increased global competition coming from other canies.
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