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of a government network perspective that focuses only on organisations that are directly 

connected to the government (Oparaocha & Ricardo, 2011). Addressing a government 

support network to promote internationalisation thus contributes to validating the 

knowledge about a government perspective within network theory. 

In principle, further discussions in the literature revealed specific research gaps within 

government support, particularly in relation to a comprehensive support network. 

First, on the basis of various literature, it became clear that the enterprise perspective was 

underrepresented, especially in the previous research on government support for the 

various internationalisation activities of SMEs (Dixit, 2000; Torkkeli, Kuivalainen, 

Saarenketo, & Puumalainen, 2019). In addition to the government perspective used so far 

to develop government support and anchor it in theory, the focus on the enterprise's point 

of view offers the advantage of incorporating the specific needs of SMEs, which differ 

significantly from larger enterprises (Frynas & Mellahi, 2015; Leonidou, 2004). 

Second, discussions have shown that the interaction between enterprises and 

governmental organisations in governmental support takes place in four phases 

(awareness, initiation, agreement and use). However, the literature showed that the need 

for interaction and support from the government agencies for SMEs across the four phases 

has not been fully explored (Kranzusch & Holz, 2013; Seringhaus & Rosson, 1990). It 

became apparent that in order to provide adequate support, it is necessary to generate 

more knowledge about the intensity of needs. 

Third, the international business literature on government support in the context of 

various internationalisation activities raises the issue that there is no comprehensive and 

tailor-made government support network that includes different elements, instruments 

and relevant factors (Child & Hsieh, 2014). Although there is a first draft from the state's 

perspective, this approach also indicates that new research from the enterprise's point of 

view would generate significant added value and knowledge (Meyer & Klasen, 2013). 

In addressing the highlighted knowledge gaps, this research provides deeper insights on 

the comprehensive government support for SME internationalisation, thereby 

contributing to the network theory literature. For answering this identified research gaps, 

the following section provides a brief abstract of the research question and the associated 

sub-research questions. 
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theory is used as a basis, the focus of a mixed method approach was solely on the research 

problem (Cherryholmes, 1992). According to this, the pragmatism enabled the possibility 

of a mixed method approach a joint application of a qualitative and quantitative approach 

(Bryman & Bell, 2015; Teddlie & Tashakkori, 2009). 

Therefore, the mixed method approach was used to clarify how SMEs can easily and fully 

benefit from a government support network for their internationalisation. The author 

believes that this mixed method approach was the right path to develop appropriate 

methods to solve the problems of SMEs. To understand SMEs view for a comprehensive 

and easy government supporting framework, a quantitative (postpositivism stance) as 

well as a qualitative (constructivism stance) approach in combination led to a better 

understanding. In particular, the mixed method design (pragmatic stance) provided the 

opportunity to focus research on the qualitative research area. This was of great 

importance in order to find out how SMEs can make better use of the offered support 

instruments. Furthermore, the research question implied that external influences such as 

political aspects also had to be taken into account. The chosen pragmatic approach made 

this possible through its flexibility (Cherryholmes, 1992). 

This mixed method approach consisted of two parts, a preliminary and a main study. 

Basically, the aim of the preliminary study was to set the basis for the main study, but 

also to provide independent findings for the meta-inference discussion. The preliminary 

study consisted of a quantitative web survey with 665 participants and an online content 

analysis of the central funding database in the form of a usability testing. The main study 

was carried out as a case study, in which a total of eight cases were included. Both the 

pilot study and the further cases, which focused on semi-structured interviews, were 

evaluated using thematic analysis as a data analysis technique for the interviews. The 

sampling of participants for both the quantitative web survey and the qualitative case 

study research was based on the same criteria. The focus was on German SMEs that are 

active in the manufacturing sector and have at least export activities. 
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1.5 Research Structure 

The structure of the research (see figure 1) is divided into five chapters, whereby chapter 

one contains the general introduction and key facts of the research. After a brief 

examination of the prevailing literature and the associated initial situation of the research 

topic, the research question of the present research is explained. The chapter is followed 

by a summary of the research methodology and a description of the structure of the 

research. 

Chapter two contains the detailed literature review about the relevant knowledge in the 

past, which forms the theoretical basis of the entire thesis. Within the literature review, 

the relevant research gaps are derived and described in detail. Relevant knowledge is 

discussed in the three main topics: Internationalisation of SMEs, theoretical models for 

SME internationalisation within the institutional environment as well as the use of 

government support by SMEs for their internationalisation. 

To establish an appropriate methodology for research, chapter three provides an overview 

of the prevailing methodology, research design as well the applied methods underlying 

the research. The chapter examines first the philosophical assumptions in general and 

then, based on this, derives the concrete philosophical worldview of the researcher. 

Second, it addresses the chosen research design as well as the applied research methods. 

Additional comments on accompanied factors, ethical considerations and research 

limitations complete the third chapter. 

Chapter four provides the findings and discussion section of the study. This chapter 

begins with a brief introduction to the German state funding system and an explanation 

of the main actors within the decentralised funding system. In the following, the results 

of the two studies of the preliminary study are presented and possible implications for the 

further investigation are derived. The findings of the main study are also presented. 

Finally, an overall analysis of all findings about an easily and comprehensively use of 

government network support is made, combined with a critical discussion of the results 

with regard to the theoretical foundations from the literature chapter. 

The study concludes with a final overall summary, which also includes the elaboration of 

the theoretical contribution regarding SMEs use of a government support network as well 

as implications for further research, which could be derived from this study.  
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Figure 1: Research Structure 

Chapter 1: General Introduction 

 

Chapter 2: Literature Review 

 

Chapter 3: Methodology, Research Design and Research Methods 

 

Chapter 4: Findings and Discussion 

 

Chapter 5: Conclusion, Contribution and Implications 
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1.6 Summary 

This chapter contained the basics of this research and gives an overview of the process. 

The focus was on the reasons for the research, the research question itself as well as the 

chosen methodology approach. Chapter two, which follows, explains the theoretical 

foundations of SME internationalisation and government support that have been the basis 

for the identified research gap.  
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2 Literature Review 

2.1 Introduction 

This chapter provides an overview of previous research by various researchers on the 

internationalisation of SMEs in the context of government support. In particular three 

main topics are discussed and reviewed within the international business literature: First, 

the internationalisation of SMEs that involves not only fundamentals of SME 

internationalisation but also the general fundamentals of SMEs including their importance 

for the economy. Second, the introduction of the relevant theoretical models for SME 

internationalisation within the institutional environment. It also involves investing in the 

striving for a government network perspective. Third, a detailed review about government 

support and the use by SMEs for their internationalisation. Derived from this, the chapter 

ends with the research question and the presentation of the highlighted knowledge gaps. 

2.2 Internationalisation of SMEs 

The internationalisation of SMEs is an essential part of business activities and contributes 

significantly to the success of the company and thus directly to the success of the 

economy. The fundamental characteristics of SMEs naturally play a major role in this. 

However, they also have negative effects that are additional to the general barriers and 

risks. The process of internationalisation is a widely researched area within international 

business literature. This process indicates also what internationalisation means and the 

extent of internationalisation in business activities. 

2.2.1 General Fundamentals of SMEs 

Worldwide there exists no unified definition of the term SME. There are attempts to 

establish generally valid definitions but the applicable definitions differ among various 

countries (Berisha & Pula, 2015). 

The Organisation for Economic Co-operation and Development (OECD) and the Centre 

for Entrepreneurship, SME and Local Development (CFE) adopt the latest definition from 
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Table 3: Internal and External Barriers 

Internal External 

Difficulty in Selecting Reliable Distributors Lack of Proper Trade Institutions 

Lack of Negotiating Power Lack of Incentives & Protection from the 

Government 

Little Understanding of Target Market and Its 

Challenges 

Political Instability 

Poor Organisation of Exports Department Legal and Political Problems 

Inability to Access Information Demand Insufficiency 

Short International Experience Adaption Problem of Market Entry 

Inability to Achieve Competitive Advantage 

Abroad 

  

Lack of Capital and Insufficient Resources   
Source: Adapted by Paul et al. (2017). 

 

Looking at a transnational study by OECD (2009) and several country specific studies by 

Kranzusch and Holz (2013), Team Finland (2013), Rahman, Uddin, and Lodorfos (2017), 

UK Trade and Investment (2014) and United States International Trade Commission 

(2010) it is evident that in general the above mentioned barriers are furthermore 

applicably, but that the barriers may differ from firm to firm as proposed by Leonidou 

(2004). 

In a recent study, Bell and Cooper (2018) analyse, that regulatory-specific product 

knowledge is one of the most important barriers within institutional knowledge and can 

hinder the internationalisation. 

Reviewing the findings, there is a large number of barriers that influence the 

internationalisation of SMEs. The implementation of a classification scheme helps to 

categorise the different barriers for better understanding. Classification schemes have 

been developed and discussed by various researchers (Cavusgil, 1984; Katsikeas & 

Morgan, 1994; Leonidou, 1995a, 1995b; F. H. R. Seringhaus & Rosson, 1991). Leonidou 

(1995a) combines his own approach with the framework of Cavusgil (1984) to a model 

with four categories: Internal-domestic, internal- foreign, external-domestic, external-

foreign (Ibeh, 2012). 
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internationalisation advantages (I). Ownership advantages are based on the firm 

resources, location advantages are country specific (host country) as well 

internationalisation advantages results from leveraging domestic competitive advantage 

in a market abroad (Dunning, 1988). 

By including various factors, the OLI-paradigm is an advancement of the single theories 

and give detailed insights in internationalisation. For instance, based on the OLI-

paradigm, a study by Nakos and Brouthers (2002) find that the perceived risks in the host 

country influence the international activity. However, the model excludes an analysis of 

the influence by government support to overcome these risks. Additionally, Müllner 

(2016) note that the approach does not consider the difference between risk and 

uncertainty. 

General critic is given by Decker and Zhao (2004). They argue that the OLI paradigm try 

to focus on all relevant factors but that this approach is too complicated in practice. In the 

same way, Dunning (1980) mention that OLI is more a paradigm than a theory and 

therefore not applicable for a basic theory. Finally, the OLI paradigm focuses partly on 

the potentials for firms that arise in the target markets and less on the potentials that 

emanate from a strong support network of the domestic government. 

Industry-Based View (IBV) / Market-Based View (MBV): 

The industry-based view is the opposite theory to the RVB and is partially called market-

based view. The emphasis of the IBV on the external market in the industry and the 

approach is that the success of the firm is mainly based on the competitive advantage. 

Within the IBV "the strategic task is mainly to examine the five competitive forces 

affecting an industry (interfirm rivalry, threat of potential entry, bargaining power of 

suppliers, bargaining power of buyers, and the threat of substitutes), and stake out a 

position that is less vulnerable relative to these five forces" (Peng, 2009, p. 15). This 5-

forces model is developed by Michael E. Porter in 1980. Firms should consider these 

forces for building a strong and appropriate strategy. 

Reviewing the 5-forces it becomes clear that the industry-based view is also not 

applicable as the basic theory to analyse the interaction between firms and governmental 

institutions. Within this theory, there are too many different forces that go beyond 
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government support and, in particular, do not focus on the interaction between enterprises 

and government organisations. 

Asymmetric Information and Agency Theory 

Information asymmetry and agency theory (Principal/Agent Theory) are closely related 

and both belong to the broad field of New Institutional Economics. Both approaches deal 

with the occurrence of market failures due to information deficiencies (Fritsch, 2018). 

In information asymmetry, information is understood as purpose-related knowledge about 

states and events. A distinction is made between perfect and imperfect information. If the 

actors in the market are only imperfectly or imperfectly informed, one speaks of an 

asymmetrical distribution of information. In the following, information asymmetry refers 

to the situation in which two contracting parties do not have the same information when 

concluding and/or performing a contract. Two forms of information deficiencies are 

distinguished: ignorance and uncertainty (Fritsch, 2018). 

Principal/Agent Theory is a model structure for problems associated with asymmetric 

information distribution. Fundamental to the Principal/Agent Theory is the distinction 

between a principal, the ordering party, and the agent, who is ordered to carry out certain 

actions or provide certain services. The latter usually has a knowledge advantage 

(information asymmetry), which can be used in different ways either to the advantage or 

disadvantage of the principal. Furthermore, it is assumed that the interests of principal 

and agent are not congruent. The theory offers a model to explain the actions of people 

in a hierarchy. It also makes general statements on the design of contracts (Fritsch, 2018). 

Both approaches can only be used to a limited extent as a basis for deriving a new modular 

and comprehensive government support concept, as both are directed at very specific 

aspects of the issue of market failure. Although the research is based on the assumption 

of government intervention as a result of market failure, this assumption is a fixed 

assumption and the issues that can lead to market failure are not part of the empirical 

research on an overarching government support framework. 

One aspects is nevertheless worth mentioning where a partial link to the research work 

can be established for the information asymmetry theory. Partial aspects of the elaborated 

government support framework are connected with information asymmetry (e.g. "Trust 

in the Organisation as a Critical Success Factor"). However, it should also be noted that 
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Figure 4: Institutional Framework 

 

Source: Adapted by Peng (2000); Peng (2002); Peng (2009). 

 

Generally, studies on institutional environment influence on SMEs business activities are 

mostly focused on the domestic market (Su, Zhai, & Karlsson, 2017). In recent past, 

however, the institutional environment influence has been used more and more in studies 

about entrepreneurial internationalisation (Coeurderoy & Murray, 2008; Drori, Honig, & 

Ginsberg, 2006; Terjesen & Elam, 2009; Yamakawa, Peng, & Deeds, 2008). It is evident, 

that most of the studies have focused on national macro-level analysis and not on the 

firms micro-level (Su et al., 2017). It is therefore argued that the role of institutional 

environment influence on firm level is still under-addressed in the international business 

literature (Torkkeli et al., 2019). At the firm level, some evidence has already been found 

that the institutional environment is affecting SME internationalisation strategy and 

international business activities (Yamakawa et al., 2008; Zahra & George, 2006). In 

addition, further studies using the institutional based view have confirmed that external 

institution actors such as industry associations or government agencies tend to have a 

positive impact on export activities by offering various instruments (Coudounaris, 2018; 

Wheeler, Ibeh, & Dimitratos, 2008; Wilkinson & Brouthers, 2006). Maguire, Hardy, and 

Lawrence (2004) point also out that institutional support for SMEs is an interaction 

between both actors (institution and firm) and run not only in one direction. SMEs can 

influence institutional arrangement and institutions as well create new ones to their 
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Figure 5: Network Typology 

 

Source: Adapted by Oparaocha (2015). 

 

Figure 5 illustrates on the one hand the differences (e.g. actors) and on the other hand the 

connections between the different typologies. As this study focuses on the 

interconnectivity between SMEs and the government for international business activities, 

the institutional network subdivision will be taken into account for the further discussion. 

Generally, researcher as Volchek, Jantunen, and Saarenketo (2013) discovers that 

research exploring the relationship between institutions and firms internationalisation was 

limited and a are more recent approach within the international business literature. The 

focus of the previous studies was on social and business networks, which confirmed a 

positive effect, but did not take into account the clear distinction between business and 

institutions. In particular, business and social networks are a crucial driver for the 
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institutional network theory, in comparison to the institutional based view, deals 

extensively with the underlying actors and lists them concretely. The institutions in the 

institutional based view are defined on a more abstract level and are not directly linked 

to actors. 

 

Table 6: Institutional Network Theory 

Institutional Network Theory 

Focus Focuses in the interaction between institutions and 

organisations relationships in order to support 

market opportunity recognition and connection of 

the organisation with other resources. 

Actors Government Agencies, Business Incubators, 

Financial Institutions, R&D Institutions, NGOs, 

Chambers of Commerce, International 

Development Centres etc.  

Theoretical Underpinning Institutional Analysis Theory, Resource 

Dependency, Foreign Direct Investment Theory 

Main Area of Influence on 

Performance 

Support Functions and Institutional-Based 

Business Environment 
Source: Adapted by Oparaocha (2015). 

 

For the research, Oparaocha (2015) has reviewed various research studies (Bateman, 

2000; Séror, 1998; Spencer, Murtha, & Lenway, 2005; Whitley, 2000) to determining the 

actors in institutional networks. It emerged that the actors are basically similar, but that a 

uniform definition of the associating institutions within an institutional network does not 

underlie this research works. Oparaocha and Ricardo (2011, p. 16) determine for their 

research "the formal institutional environment... as incorporating institutional networks 

and/or government collaborations". Taking as well the actors from table 6 into account, 

it is obvious that the institutional network is more than the relationship to pure 

government: Government agencies, Business incubators, Financial institutions, R&D 

institutions, NGOs, Chambers of commerce, International development centres etc. 

(Oparaocha, 2015). 
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Sum up, the existing studies addressing the institutional network and institutional 

environment have in common that institutional support has generally a positive impact 

on SME internationalisation. When reviewing the studies, however, the term institution 

is used for different actors or institutional instruments. It is obvious that the allocation of 

these individual actors to the institutional network is applicable, however, the question 

arises whether a more extensive division of the actors into further subsets is appropriate 

for further research. As this research addressed the specific area of government support 

for SME internationalisation, it was of interest whether a government network perspective 

already exists in the network theory and if not, which is an indication for a separate 

consideration of government support within the institutional network. Reviewing 

international business literature, theoretical knowledge about the specific role of a 

government network in promoting the internationalisation of SMEs is very limited and a 

refinement of the above-mentioned institutional network approach towards a pure 

government network perspective has not yet been carried out (Oparaocha, 2015). Of 

course, there are numerous studies dealing with the impact and role of individual 

government promotion measures for SME internationalisation, but they deal with 

individual support measures by institutional agencies with a focus on governmental 

regulations and not with coherent support measures within a government network from 

various actors (Ahmed & Brennan, 2019). In the same way, few other researchers (Belso-

Martínez, 2006; Shirokova & McDougall-Covin, 2012; Volchek et al., 2013) analyse the 

impact of normative or cognitive (government) institutions to SME internationalisation. 

Comparing the actors within the institutional network on the basis of the aspect of which 

actor is allowed to offer promotion instruments for internationalisation in which cases, a 

significant difference becomes directly evident. The theoretical justification for 

government interventions differs significantly, as these may only intervene in the market 

in certain cases, e.g. market failures (Fritsch, 2018). The other actors in the institutional 

network, on the other hand, are much freer to make their own decisions and are less 

subject to political guidelines. In sum, the motives differ significantly. In the following 

section, the pure government network perspective including the justification for 

government intervention that is grounded in the economic policy theory is explained. 
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Figure 6: Actors within Institutional Networks 

 

Source: Adapted by Oparaocha (2015); Spencer et al. (2005); Séror (1998); Whitley (2000); Bateman (2000). 

 

If enterprises are active on foreign markets, the current economic theory assumes that 

these economic activities are associated with higher transaction costs compared to the 

domestic market (Schultes, 2003). Fritsch (2018) notes that in the cases mentioned, there 

is a conflict with central assumptions of the model of perfect competition. Habuda, 

Hilpert, Martsch, and Oechel (1998) cite the following causes for increased transaction 

costs in economic activities on foreign markets: geographical distance to foreign markets, 

different currencies, cultural, business as well as language differences, specific foreign 

trade risks as well as state protection of markets against foreign competition. 
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In particular, the lack of information is of crucial importance, as enterprises are faced 

with the question of whether they will get all the information they need and, if so, whether 

it should be obtained at all in terms of opportunity costs (March, 1994). This may result 

in enterprises incorrectly assessing the importance of information or wanting to avoid the 

costs of obtaining information - and ultimately not operating optimally in foreign markets 

(Schultes, 2003). Government intervention in the framework of economic development 

instruments can help to overcome the increased transaction costs caused by lack of 

information. Furthermore and more general, Kirsch (2004) notes, that the government 

should take action if the costs of an economic activity become too high and/or if a certain 

economic activity could otherwise not be implemented at all. When providing 

governmental support in the context of information procurement, the government should 

ensure that it only provides information that arises in the context of trade barriers, that the 

information procured is not too specific and that it does not completely exempt enterprises 

from their obligation to procure information (Schultes, 2003). 

2.4 SMEs Use of Government Support for 

Internationalisation 

The following chapter takes up the government network perspective approach presented 

in the previous chapter, in which the relationship between enterprises and various 

governmental (backed) actors is founded. Considering the advantages resulting from the 

international activities of enterprises, in particular exports, policy makers are forced to 

provide suitable measures to support enterprises strategically and thus to maintain and 

expand their international performance (Lages & Montgomery, 2005). Before discussing 

the role of government promotion measures, the interconnection between SMEs and 

government as well as particularly the interconnection between the individual 

governmental actors in a subnetwork from SMEs perspective, this section will start with 

a brief introduction in the fundamentals of government foreign trade and investment 

promotion, followed by a discussion about the various actors within the government 

network. 
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2.4.1 Foreign Trade and Investment Promotion Dimensions 

In general, foreign trade covers all economic transactions between countries. Economic 

transactions include the movement of goods, services, capital, payments and other 

economic transactions between the domestic market and foreign countries. The totality 

of all government actions and measures to influence foreign trade according to their 

objectives is called foreign trade policy. In the broadest sense, foreign trade policy 

therefore encompasses all governmental activities directly aimed at controlling these 

foreign trade transactions. In addition to further real economic and monetary instruments, 

the promotion of foreign trade is a central component of foreign trade policy (Glastetter, 

1998). 

Foreign trade policy forms an economic policy framework for the promotion of foreign 

trade. It comprises all government measures taken to improve economic conditions at the 

level of individual enterprises and which directly support entrepreneurial activities abroad 

(Hauser, 2009). In the literature and also in the economic policy environment, the term 

foreign trade promotion is sometimes equated with the term export promotion. However, 

foreign trade promotion in the broader sense comprises more than just export promotion, 

since measures to promote imports are also to be included in the broader term. In the 

practise of economic policy, however, this aspect is barely mentioned. Furthermore, the 

promotion of direct investments is also part of the broader concept of foreign trade 

promotion, regardless of whether they are domestic direct investments abroad or foreign 

direct investments on the domestic market. In economic policy practice, the instruments 

of export promotion as well as both instruments of FDI promotion are used, whereas 

import promotion is hardly ever applied (Schultes, 2003). 

Figure 7 illustrates the different terminologies, subsumed under the term foreign trade 

and investment promotion (FTIP): Export promotion, import promotion, direct 

investment abroad promotion as well as foreign direct investment on domestic market 

promotion. This study addressed only government support within the two dimensions 

export promotion and direct investment abroad promotion. 
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Figure 7: Overview about FTIP 

 

Source: Adapted by Schultes (2003). 

 

Other real economic and monetary instruments, such as export and import bans, customs 

policy measures, restrictions on capital flows, trade liberalisations, (exchange rate) 

policies, taxes or tariffs are not integrated into the research. Even if this are important 

incentives for the governments to regulate the market, these are macro-level and not firm 

level incentives (Cavusgil & Naor, 1987; Disdier, Fontagné, & Mimouni, 2015; Rifin, 

2014; Stouraitis et al., 2017). The same applies to domestic economic interests that 

governments introduce to multilateral institutions such as the United Nations (UN), the 

WTO, OECD or the Berne Union (BU) (Klasen & Bannert, 2015). 

2.4.2 Actors of Government Network Support 

Before introducing the actors and organisations within the government network 

perspective that foster SME internationalisation by offering support measures, this 

section starts with a brief explanation of the term organisation that will be used in the 

following as a synonym for actors. Basically, Schultes (2003) defines organisations as a 

group of individuals who are connected by a common goal resulting from the purpose of 

the organisation. All the organisations involved in the promotion of foreign trade and 

investments have fostering of enterprises in their activities abroad as their common 

overriding objective. 




































































































































































































































































































































































































































































































































































