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The Internationalisation of green businesses

1. Background
Internationalisation is increasingly important for growing businesses to take advantage of the global market place, multinational supply opportunities and to gain competitive advantage in new markets. This in turn drives economic growth and innovation and has the potential to boost business balance sheets, rewarding investors. However, there is a significant problem for the UK economy. According to an analysis by CEBR, the U.K. lags behind the European average in exporting in general and only 5% of small and medium sized enterprises (SMEs), key drivers of growth, have considered exporting (CEBR, 2016). 

As the world moves to address climate change, and interest grows amongst both governments and consumers, the potential for green businesses is also expanding (Kidwai, 2017). The European Commission (EC) recognised that few green businesses were international, with 91% of SMEs addressing solely the market in their home nation and sought to set up a project, Greeneconet, to improve knowledge of the issues and search for solutions (Revilla, 2015). In the context of questions regarding the UK’s relationship with Europe, the UK launched an export strategy document setting ambitious targets as well as promoting the green taskforce to meet international climate obligations (UK Government, 2018). The Welsh Assembly set up the Green Growth forum and convened the International Green Growth Forum in Cardiff in 2016, to promote business growth in Wales with both a green and an international emphasis (International Green Growth Forum, 2016). 

This research seeks to help contribute to a gap in knowledge about factors for internationalisation for green businesses in the UK and thereby help better understand how internationalisation might be more widely taken up for future success. 

2. Key question
What are the key factors for the internationalisation of aspiring businesses with an ethical/ organic/ green focus?

3. Objectives
· Explore the nature of internationalisation, including theories about processes which may take place, and significant considerations for businesses
· Define green businesses according to their ethical/ green/ organic features and the extent to which they have internationalised
· Determine the factors which most influence businesses with an organic/ ethical/green product focus to internationalise
· Suggest whether green businesses are distinct in their approach to internationalisation 
· Flag factors for the success of green businesses when internationalising, as well as those which may be especially problematic, as a focus for further research

4. Literature Review: Internationalisation
A business which has some form of presence in more than one country may be said to be international, but the form and extent of that presence may vary considerably. Many different types of businesses internationalise, from multi-national large scale car makers to SMEs. Bartlett and Beamish (2018) define reasons for internationalisation ranging from personal desires of the chief executive officer (CEO), to opportunism, to more planned and structured approaches. Traditionally, securing key supplies and materials, competitive advantage in new markets and access to low cost factors of production (such as cheap labour) were the main motivators for what was considered as overseas expansion. 

4.1 Vernon’s Product Life Cycle
Vernon came up with a theory of a product’s life cycle, in which businesses first expand into similar markets overseas. Secondly, they develop more international presence by constructing facilities and use international market expansion to offset home competition. Thirdly, products become standardised and highly competitive on price. In this stage, the originating country often becomes a net importer of products from a company’s cheaper facilities elsewhere (Vernon, 1966). This is a popular theory but has somewhat waned in usefulness as the picture has become more complex since the 1980s, and the extent to which Vernon might be applied to businesses which are green by nature remains to be defined.

4.2 Dunning’s eclectic paradigm
Dunning’s eclectic paradigm draws together several factors and can be applied flexibly, specific to context. It focuses on ownership, location and internationalisation advantages (OLI) which are considered critical factors for success (Dunning, 1988). Dunning approaches internationalisation from an economic country and firm specific standpoint, but does not necessarily account for all of the motives beyond profit. Dunning might be adjusted for green businesses such as factoring in green concerns into location factors and this will be considered in the full literature review.

4.3 Uppsala Internationalisation model
Process models of internationalisation include the Uppsala Internationalization Model. Under this model, internationalisation occurs in four stages of market penetration, as a company makes commitment then builds knowledge to make commitment decisions (Johanson and Vahlne, 1977). This model assumes a staged approach starting with the home market. Innovation models are similarly staged but focused on gaining knowledge, and both types of model work on the basis of managing uncertainty and maximising control (Moreno-Menéndez and Casillas, 2014). More recently, Uppsala has been revised as a web of relationships rather than about suppliers and consumers in the marketplace (Johanson and Vahlne, 2009). 

4.4 Internationalisation through networks
An alternative interpretation of the process of internationalisation is the development of series of relationships (Cavusgil and Knight, 2009). Networks facilitate the development of knowledge and access channels to enter a market. These networks can spark the desire to tap into a country in the first place, and enable faster penetration through local channels without necessarily committing the expense required for foreign direct investment. Chandra and Wilkinson argued that the role of networks was not adequately represented in traditional models of internationalisation, and took this further to suggest that traditional theories be adapted to form network-centric, complex-systems internationalization models (NCCSI).
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Figure 1: The Role of Networks in the Internationalization Process. Chandra and Wilkinson (2017)

4.5 Entrepreneurial and managerial motivation
The theories explained so far do not pay much attention to the desires, experience and knowledge of the manager or entrepreneur. Experience and motivation in assessing the challenges and uncertainties of internationalisation can be so crucial to the extent that some have concluded the entrepreneur is the critical factor, more so than the certainties or uncertainties themselves (Freel, 2005). This is particularly true for SMEs. A business with a cosmopolitan, diverse management may have greater propensity to identify international opportunities; an entrepreneur with greater innovative capacities may have greater skill to manage and tolerate risk (Leonidou et al, 1998). Traditionally, entrepreneurs may be motivated by maximising profit, but those who also champion ethical and environmental concerns might accept slower growth and internationalisation to ensure these are not compromised.

4.6 Born Globals
The rapid expansion of technology has provided transportation logistics to facilitate easier trade across borders, and the internet an infinite resource for aspiring businesses. Instead of taking a gradual approach, some companies are said to have set up as ‘born global’. Often SMEs, these companies may ‘sprinkle’ their products across many countries rather than cascade from one market to the next (Hashai and Almor, 2004). Born globals do not fit well the traditional theories of industrialisation and may not yet be comprehensively research, yet are an increasing phenomenon amongst new businesses. 

Research literature shows that in the past most studies made the assumption that businesses internationalised after they first became locally established, made rational responses and followed a step by step process. More recent literature has put greater emphasis on the influence of individual entrepreneurs in SMEs, and ‘born globals’ (O’Cass and Weerawardena, 2009). There is a need for more research into the patterns of relationship forming according to network theory. This research will explore the process of internationalisation and particularly the importance of entrepreneurial and network theories with a selected sample of green businesses.

5. Green Businesses
What are ‘green’ businesses? A narrow definition is businesses which produce products such as organic food or renewable energy generators, which are directly supporting environmental issues. A broader definition is any business which has committed to corporate responsibility regarding green issues: “a green business requires a balanced commitment to profitability, sustainability and humanity” (Makower and Pyke, 2009). 

Michael Schaper defines ‘ecopreneurs’ as a new class of entrepreneurs driving green businesses with a passion for environmental concerns (Schaper, 2010). He argues that people who take risks and innovate are essential for the development and internationalisation of green business; the linchpin to hold together a commitment to sustainable innovation and profit making commerce. There is currently a small body of literature about ecopreneurs but the term is being increasingly used and recognised. Kirkwood and Walton found differences in approach on both the supply and demand side of management of international businesses based in New Zealand (Kirkwood and Walton, 2010). They argued that green entrepreneurs considered international markets with a differently than entrepreneurs in general, because of their commitment to ethical issues.
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Figure 2: Influences on the Green Entrepreneur (Schaper, 2010).

The authors of the Uppsala model updated their research to put greater emphasis on the importance of networks (Johanson and Vahlne, 1990). Establishing networks can be seen as essential to prepare for internationalisation and develop it in a cumulative approach. For green businesses, often SMEs dealing with local supply lines out of choice for ethical and environmental reasons, developing these networks is even more critical. Čekanavičius et al (2014) found that green businesses required additional knowledge of matters such as regulations, which are largely national, and customer perception of ‘green’, which varies in different countries. The nature of green movements favours local enterprise, reducing transportation and carbon emissions and seemingly standing at odds with globalisation. Yet increasing trade can be consistent with a green economy, and international trade could even promote transition to a greener economy. 

The nature of these businesses means they might not fit easily within traditional business models. Additional value and product differentiation based on communicating a brand’s ethical and environmental credentials may achieve competitive advantage above that gained by price (Collins, 2008). It has been argued by some that global trends towards more environmentally sustainable economies will change existing patterns of competitiveness (Fankhauser et al., 2013). According to Sommer (2012) initially businesses were wary of environmental restrictions, but now many see green products and a green corporate image as an opportunity which adds value. Nevertheless, Sommers argues that the environment focus is still bound by traditional business models to gain competitive advantage on cost. However, there is a lack of research in this area and it is postulated by some that such enterprises will result in fundamental changes in the business world, requiring new models of interpretation (Esty & Winston, 2009). If this is the case, then the approach taken by green businesses to internationalisation will be distinct.

“The literature on Green Growth is mostly quite recent and dominated by global and industrialised country applications or context” (Scott et al, 2013). The role of green businesses is increasingly important and the role of ecopreneurs recognised, but research is still in its infancy (Schaper, 2010). This piece of research aims to explore the issues and contribute to the growing interest in the internationalisation of green businesses, essential to the future growth of the economy and driving forward action to protect the environment. 

6. Research approach and methodology
To determine the factors for internationalisation in green businesses in this relatively new area of research an exploratory methodology will be taken. During the exploration it will be necessary to look broadly at the subject and not restrict it to answering any particular hypothesis. However, there will be particular consideration of following three areas will be considered within the study given that they are evident in the literary background:
1. The importance of ecopreneurial green entrepreneurs as drivers of internationalisation for green businesses;
2. The significance of network theory and for internationalisation of green businesses, and
3. Whether the process of internationalisation for green businesses is distinct in comparison to traditional businesses.

6.1 Exploratory approach
The exploratory approach is suitable as the research literature indicates few studies in this area. Evidence will be collected through semi-structured interviews. The interviews and their analysis will provide details to guide further research and may not at this stage conclude questions, but rather inform and focus. Exploratory research helps to gain a better picture of the problem; the researcher should be willing to be flexible to follow up issues according to the direction the evidence points (Saunders et al 2012). The sample size tends to be smaller than some other types of research so care will be taken here to ensure as wide a range of different green businesses as possible are chosen to be part of the research, as far as practicalities allow.

6.2 Qualitative methodology
This research will take a qualitative approach. Qualitative approach often uses interviews and observations to build up a detailed picture of businesses and changes without formally measuring or quantifying them. It helps to understand and describe a trend of phenomenon (Quinn, 2002). A semi-structured interview will focus discussion based on a series of questions (see Appendix 1). This allows some flexibility for the interviewer and interviewee to follow up any particular factors in more detail or alternative ideas which might not have been anticipated. This suits the internationalising of green business at this stage in their development and insofar as they are studied thus far. There is a risk of bias from the researcher given the lack of numeric data, so care will be taken in the analysis to consider different possible interpretations and avoid generalisation. 

6.3 Data Collection
For this study, primary data will be gathered by interviewing people directly involved in decision making processes in green businesses. These include directors, managers, CEOs, and entrepreneurs. Care will be taken to find businesses of different sizes, but with relatively more SMEs to reflect the greater number of businesses of this size operating as green businesses. Enterprises of different stages in their path towards internationalisation will be chosen. These may range from those aspiring but yet to undertake moves into other markets, to those businesses advanced in their operations in many different parts of the business. The sample size chosen is 10. Qualitative research may not yield sufficient data to make authoritative conclusions or generalisations but should be able to reflect the diversity of a phenomenon. If interview responses begin to be repeated then the range of diversity may have been met (Merriam and Tisdall, 2016). Academic standards of ethics will be used for data collection and anonymity provided for participants and the names of their businesses, to protect their brand image whilst enabling this research to make objective statements about the businesses.

6.4 Data Analysis
[bookmark: _GoBack]Results may be considered valid if they are repeatable, but that is not necessarily the best way to interpret diverse findings. They may still be truthful providing acceptable standards of ethics are applied in the data collection process (Maxwell, 2012) and therefore useful in accurately reflecting people’s perceptions in what may be a diverse set of results. The identification of a diverse range of samples for interview is one way to combat potential bias and interpretation of uniformity which is a potential pitfall of qualitative research (Maxwell, 2012). Analysis of data gathered will be structured around the three areas identified: the importance on entrepreneurship, network theory and the pattern of enterprise internationalisation. Consideration will be given to whether common strands emerge which might form a model for green business internationalisation. The conclusions from this will form a basis available for further research. A timeline plan for managing this research is provided in Appendix 2. 
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Appendix 1. Qualitative methodology. Semi Structured interview

1.	What is the nature of your business?
2.	In what ways could your business be regarded as a ‘green’ business?
3.	How would you describe your company’s position in the domestic market?
4.	What are your current international operations (if any)?
5.	What are your future desired international operations (if any)?
6.	What factors influenced your business (or would influence the business in future if not already international) to become international?
7.	How far do the CEO/ Directors/ ‘Entrepreneurs’ driver forward decision making (with regard to internationalisation) in your business?
8.	In what ways is your business involved in links with other businesses and organisations? How important are these when considering internationalisation?
9.	How important would you consider internationalisation for your business?
10.	Do you consider the way your business operates, particularly as a ‘green’ business, to be different from general businesses? Does this extend to the company’s approach to internationalisation?



Appendix 2: Dissertation Planning Timeline

Proposal first draft to supervisor: 17 December 2018
Feedback and fine tuning: January 2019
Research proposal and ethics form submission target: 21 January 2019
Final deadline research proposal: 4 February 2019
Literature review: March 2019
Research interviews and transcription: April 2019
Analysis of interviews, correlation and classification: April-May 2019
Write up and conclusions: May-July 2019
Draft submission to supervisor: August 2019
Review and improvements/ corrections; Final submission August-September 2019
Absolute final deadline: 14 October 2019

16

image1.png
Wid9-ois

Internationalisation initial research - Microsoft Word - X
Home et Pogeloynt_ Retences wlings R | view | qonat -0
e Ruler © (@one rage 1 E ] | v ey sae =
[ Gridines N L Grworages T onous Serlling
FulSaeen Web Outine Datt Zoom 100% New Amange spit Sutcn | Macos
Reading  Layout [ Navigation Pane = Page Width | \indow Al E ‘Windows ~ -
P S e Window o
o i T ST 5
Bl International Entrepreneurship is the intersection of two research paths international Networking

business and Entrepreneurship (McDougall & Oviatt, 2000). The research path came out of
'SME that did not follow the traditional path “stages” of intemationalisation process. These
'SMEs where known by a couple of names Born Global (Knight & Cavusal, 1996),
international new ventures (Qviat & McDougal, 1994) and Global start-ups (Qvialt &
McDougall, 1996). These firms internationalise either at inception or very soon after the
inception of the firm. Intenationalisation process of an SME is an entrepreneurial activity
(Knight, 2000; Lu & Beamish, 2001).

There have been a number of evolutions of the definitions for IE overthe years. The first
recognised definition was from Oviat & McDougal (1994) this definition was updated by
‘Shane and Venkataraman (2000). This was criticised as depicting the opportunity as
objective phenomena in the environment (Qyiatt & McDougall, 2005). The current accepted
definon in the terature of E is

Born Giobal SMIES have bean sulyt o1 1t f research o how they can Gompete against
bigger companies. There companies see the world as one big market. They are very
entrepreneurial companies, highly fixable to adapt to changes in market conditions leading to
innovation of their products and or services, resource usage and there not afraid of taking
risks (Cavusail et al, 2012; Cavusgil & Knight, 2009; Fillis, 2001; Knight & Cavusgil, 1996;
Zucchella et al., 2007). As shown above there are many names for these companies so
there is also a few definitions. For this paper the author wil use the definition provided Qyiatt
and McDougall (2005) and Knight and Cayusgil (2005)

“Competitive advantage fromthe use of resources and the sale of output in multiple
countries” (Oviatt & McDougall, 2005)
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With two other conditions, companies having internationalised either at inception or very
soon after the inception (within 3 years) of the firm and secondly the company also has at
least 25% of their revenues from overseas markets.

Being or becoming a Born Global (BG) company is not easy; Kudina et al (2008) identified a
number of factors that have allowed SMES to intemationalise. There is a need in a foreign
market for the company’s product or service, founder having a network in the foreign market
or following a customer into the foreign market make it easy to intemationalise. The second
set of factor where also identified, ICT is making it easier to internationalise and to service
client in foreign markets. Technology has allowed for fixed cost to be lowered as there is not
aneed for sales offices. Learning and knowledge derived for networks in foreign markets
has allowed for development of new features, services or product, thus enabling innovation.
The literature starts that the entrepreneur/founder/founding team s the key to
internationalisation and value recreation in the company (Andersen, 1993 Andersson, 2011;
Bell, 1995; Bell et al., 2004; Cayusail, 1980; Cavusgil & Knight, 2009; Chetty & Campbell-
Hunt, 2003; Cayusgil & Knight, 2009; Smalibone et al, 1995; Fletcher, 2001). Andersson et
al (2004) there in no one of bon global entrepreneur, but many types of entrepreneur that
start born global companies (Andersson, 2011).Thus the main characteristic of the
entrepreneur are important for the successful internationalisation process.

Chandra, Y. & Wilkinson, I. (2017) Firm internationalization from a network-centric complex-
systems Perspective. Journal of World Business 52:5, September 2017, Pages 691-701.
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$1090951617304674-main.pdf? tid=e01f4a8d-b60-45c0-Obic-
cb9dbbebd34b&acdnat=1544868840 7cacdd5d6498010ae650387e20419b6 [Accessed
04/1212018]
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