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Abstract  

Our research studies the international competitiveness of small and medium-sized enterprises (SMEs) in an emerging Latin-

American country. Using a sample of 100 SMEs in Peru, we find that firms compete abroad with standardized products, 

which are conditioned by the host-country markets, human capital, and industry cooperation. However, the results show that 

the age and size of the firm are not determining factors in competing overseas. Our findings open a new agenda for 

policymakers when interpreting how they should promote and support Latin-American SMEs. 
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Introduction 

Many researchers have studied the international competitiveness of enterprises (Coviello et al. 1998; Cho et al. 2007; 

Elenurm 2007; Fahy 2002; Moon and Lee 2004). The vast majority of these studies have been carried out in highly 

industrialized countries (e.g., Japan, the USA, the UK, and Germany). However, very few studies have been conducted with 

a research focus on the economies of developing countries, such as those in Latin America. Numerous authors have 

suggested that research based on developed or highly industrialized countries cannot necessarily be applied to emerging 

countries (Cuervo-Cazurra et al. 2014; Peña-Vinces and Urbano 2014) as the economic situation of such countries is rather 

different, and many of them are undergoing consolidation (Casanova and Kassum 2014; Peña-Vinces et al. 2012; Peña-

Vinces and Delgado-Marquez 2013). There has been a recent increase in research considering multinational enterprises 

(MNEs) located in Latin America as a topic of study (Cuervo-Cazurra et al. 2014; Cuervo-Cazurra 2008; Peña-Vinces et al. 

2012; Peña-Vinces and Delgado-Marquez 2013). Previous studies carried out with a focus on Latin America have addressed 

aspects related to modes of entry, natural markets, natural resources and value chains (Casanova 2004; Arze and Svensson 

1997; Sánchez-Chiappe and Poratelli 2011; Peña-Vinces et al. 2012; Peña-Vinces and Delgado-Marquez 2013). However, 

such studies have not addressed the international competitiveness of small and medium-sized enterprises (SMEs). In other 

words, they have not depicted a holistic view of how Latin-American SMEs compete in foreign markets. As some authors 

have pointed out, there is limited information on Latin-American enterprises and it would be interesting to undertake further 

research in those emerging countries (Cuervo-Cazurra et al. 2014; Peña-Vinces and Delgado-Marquez 2013). Therefore, our 

study evaluates if the factors influencing the competitiveness of firms that operate from advanced economies are the same for 

the SMEs of an emerging market (Peru). 

The significance of considering SMEs in Peru is that such companies operate in an identical environment to their Latin-

American counterparts (e.g., Colombia, Peru, and Chile). The Peruvian business environment is chaotic and rather insecure 

from the perspective of foreign direct investment (FDI). A change in the political regime in many cases also implies an 

adjustment of the rules of the game for businesses, which are then translated to national industry, making it unstable to do 

business. Moreover, there is manifest corruption within public institutions in Peru. Informal businesses (e.g., run from home), 

defined as firms not registered in the public institutions of the state, are also a serious problem as they in effect account for 
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72% of total industry (Díaz 2014). Terrorism in Peru persists, as indeed it does in Colombia. Furthermore, the sequestration 

of businesspersons is common in Peru.  

Peru’s exports are primarily based on raw materials, thus making it difficult for firms to obtain advantage from the 

effect of innovation in their supply chains. According to the World Bank’s (2015) statistics, only around 15% of total exports 

in the last decade were high-technology exports. This confirms that most Latin-American exports are of traditional products 

that are intensive in labor and the use of natural resources. Furthermore, some high-tech firms have serious difficulty finding 

qualified human capital. The characteristics described here are only a few examples the environment in which Peruvian 

SMEs operate; there are many more aspects, but they are not the subject of this study. 

This study aims to contribute towards the theory of internationalization, helping to understand how Latin-American 

SMEs compete in world markets, in other words, the types of products (global/standardized) with which the firms of a Latin-

American emerging market are competing abroad. Currently, Peru is reinforcing its position as an emerging market 

economy. According to the Bloomberg (2014) global emerging markets report, Peru was in seventh place out of the twenty-

two top emerging markets in the world. To test our research model, we used a sample of 100 SMEs in Peru. The statistical 

analysis was carried out with partial least squares structural equation modeling methodology. Our study provides clear 

implications for both CEOs and governments, particularly in other Latin-American emerging economies, helping in the 

design of state public policy.  

The paper is structured as follows: First, we set out our conceptual framework (Section 2) and provide a theoretical 

review of the factors that determine international competitiveness. Following this theoretical analysis, we develop our 

research hypotheses in the context of a Latin-American emerging country. Section 3 sets out the design of the survey and 

develops the measures of the research model. Finally, the results and conclusions are presented in Sections 4 and 5 

respectively. 

Conceptual framework 

The concept of the international competitiveness of a firm refers to a company’s ability to achieve more superior 

performance than its competitors in the global arena (Cerrato and Depperu 2011; Filatotchev et al. 2007) in terms of market 

share, increased exports and greater profit margins, which may result when firms do business overseas (Cerrato and Depperu 

2011; Zeng et al. 2008). This also refers to the capacity and ability of a firm to produce goods and services to meet the 

requirements of foreign market (Cho et al. 2007; Peña-Vinces et al. 2012). From the environment perspective, firm 

competitiveness can be influenced by the country of origin and/or host country of the firm (Coviello et al. 1998; Moon and 

Lee 2004). From the industry perspective, the success of firms abroad depends on the success of the national industry, in 

other words, the industry collaboration between companies belonging to an industrial sector, or involved in similar activities 
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(e.g., textiles, agribusiness, chemicals, etc.) (Banerjee 2005; Birru 2011; Filatotchev et al. 2007). The resource-based view 

(RBV) considers that a firm’s resources and capabilities and the way in which it exploits them explain its competitiveness 

abroad (Acedo and Jones 2007; Hatch and Dyer 2004). Not all companies have similar resources (i.e., firm size, skills of 

personnel, technology, etc.) (Fahy 2002; Peña-Vinces et al. 2012). Considering previous approaches, we analyze the factors 

that influence firm competitiveness in foreign markets. 

Global strategy  

The concept of a global strategy (GS) refers to a set of strategic attributes, such as integrated production, standardized 

products, and global marketing policies, that a firm establishes with the aim of improving its international competitiveness 

(Pla-Barber 2001; Peña-Vinces et al. 2014). Hence, one of the major decisions that companies must take is to decide which 

strategy they will use to compete efficiently and effectively in foreign markets. Companies move away from thinking of a 

strategy focused on a single country, or a particular culture. Firms try to orient all their processes toward competing on a 

global basis (Anwar 2003; Pla-Barber 2001; Rugman and Verbeke 1990). Therefore, in most markets they consider the 

global strategy on the basis of similarity so that their products and services only require small adaptations and can easily be 

identified (Pla-Barber 2001; Rugman and Verbeke 1990). 

A review of the literature shows that firms drawing on a global strategy as a source of competitiveness are those that 

have been most successful in international markets (Anwar 2003; Elenurm 2007; Hitt et al. 2006; Knight and Kim 2009). 

Such firms may attempt to standardize the international tastes and preferences of their customers (Pla-Barber 2001; Rugman 

and Verbeke 1990). However, it is also the case that some multinationals do not need to adapt their global strategies to host 

markets when they sell abroad, as they only are interested in the distribution of their products (Subhash 1989). 

The key to the success of a firm’s global strategy is differentiation from its competitors (Anwar 2003; Hitt et al. 2006). 

Thus, companies need to possess in-depth knowledge of the sector and country in which these competitors operate (Subhash 

1989). They should demonstrate an entrepreneurial culture with a strong global orientation (Hitt et al. 2006; Knight and Kim 

2009). Simultaneously, firm success also depends on the characteristics of managers and their ability to conquer foreign 

markets (Anwar 2003; Hatch and Dyer 2004). On the other hand, working with global products could result in restrictions 

imposed by the legislations or regulations of the designated countries (Anwar 2003; Galán et al. 2007; Rugman and Verbeke 

1990). As Pla-Barber (2001) notes, a firm’s competitive position in a country is affected in great measure by its position in 

other countries and vice versa. Thus, firms tend to leverage their competitive advantages in most countries as quickly as 

possible. On the other hand, firms with foreign operations on a home-country basis seek to integrate their production 

activities in a single place (Mesquita and Lazzarini 2008) with the goal of standardizing their products. Nevertheless, 

difficulties arise when abrupt changes in markets occur (Galán et al. 2007). Therefore, in the context of an emerging-market 

firm, we propose the following hypothesis:  
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Hypothesis 1: Global strategy will positively influence the international competitiveness of SMEs from an emerging 

market.  

Human capital  

Human capital (HC) in our research is studied based on the set of specific characteristics of employees that help firms to 

obtain a competitive advantage in foreign markets (Acedo and Jones 2007; Chen and Lin 2006). The literature shows that 

some human capital characteristics, such as age, level of education (BA, Master’s, PhD), fluency in foreign languages, and 

knowledge and experience of foreign markets, have a positive impact on firms that sell worldwide (Acedo and Jones 2007; 

Pla-Barber 2001; Peña-Vinces et al. 2012). Such specific human capital characteristics are considered valuable and scarce 

resources (Acedo and Jones 2007; Hatch and Dyer 2004; Knight and Kim 2009; Wheeler et al. 2008). In this line, the 

possession of certain intangible assets, such as the knowledge and talent of employees, is a crucial element for improving the 

competitive position of firms in foreign markets (Cuervo-Cazurra et al. 2014; Hatch and Dyer 2004; Moen and Servais 

2002). There is strong empirical evidence of this in Asia (Chen and Lin 2006; Cheng-Hua 2001; Jin and Moon 2006; Moon 

and Lee 2004) as well as in European firms. Thus, Acedo and Jones (2007), based on Pla-Barber’s research (2001), found 

that the presence in international markets of those firms with the greatest representation is explained by the human capital 

characteristics previously described. 

Some researchers consider that employees with experience, and contact with other countries and their cultures, drive the 

innovativeness and competitiveness of firms (Cuervo-Cazurra et al. 2014; Ferrier 2001; Porter 1998). Due to their 

business insights, particularly their global vision, these employees can spot new opportunities that others do not see (Hatch 

and Dyer 2004; Moen and Servais 2002). The current hyper-competition in international markets obliges firms to count on 

highly-qualified personnel (Peña-Vinces et al. 2014; Triguero-Sánchez et al. 2016). MNEs strive to sell their products 

worldwide, rather than concentrate their efforts on a single market (Peña-Vinces et al. 2014). This means they distribute 

standardized products (Pla-Barber 2001), in turn forcing them to hire either directly or indirectly personnel with certain 

characteristics. Therefore, many MNEs see international markets as the only option (Peña-Vinces and Urbano 2014; Peña-

Vinces et al. 2014). This implies having a profound understanding of the needs and demands of foreign markets (Knight and 

Kim 2009; Zeng et al. 2008; Subhash 1989). It is specifically the skills of their staff that enables companies to produce 

standard products that are then accepted in global markets (Leonidou et al. 1998; Theodosiou and Leonidou 2003). 

Therefore, the literature review allows us to establish the following hypotheses: 

Hypothesis 2: Human capital will positively influence the international competitiveness of SMEs from an emerging 

market.  

Hypothesis 3: Human capital will positively affect the global strategy of SMEs from an emerging market.  

 

Firm size 
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Commonly, most studies have used firm size (FS) as a control variable, rather than as a factor of competitiveness (Acedo and 

Jones 2007; Chen and Lin 2006). However, many other studies have shown that firm size is a decisive factor in competing in 

foreign markets (Ito and Pucik 1993; Moon and Lee 2004; Nadvi 1999; Wu and Pangarkar 2006). Although Bonaccorsi 

(1992) found that firm size is not a determining factor of foreign activities, other research has concluded that it has a positive 

effect on the firm’s international activities (Cuervo-Cazurra 2008; Wheeler et al. 2008; Zou and Stan 1998; Zeng et al. 2008). 

This is because large firms can exploit economies of scale, research, and the actions related to international marketing 

(Cuervo-Cazurra 2008; Wu and Pangarkar 2006). In other words, they use their size (large) to reduce costs (Ito and Pucik; 

1993; Zeng et al. 2008; Peña-Vinces and Urbano 2014). Large firms also have the capacity to create and produce products on 

a large scale (Ito and Pucik; 1993; Zeng et al. 2008). As such, firm size will condition its demand abroad (Nadvi 1999; Wu 

and Pangarkar 2006). Also large firms are better placed to face competitor reactions because they have access to more capital 

to acquire new technologies or invest in research and development (Cuervo-Cazurra 2008; Zeng et al. 2008). In this way, 

they can also homogenize their production (Subhash 1989). However, precisely due to their size (large), such firms are often 

rendered inflexible (Elenurm 2007), as their ability to respond to the market slows down considerably (Cuervo-Cazurra 

2008; Wu and Pangarkar 2006). Taking into account that our study is focused on SMEs, we pose the following hypothesis: 

Hypothesis 4: Firm size will positively influence the international competitiveness of the SMEs from an emerging 

market. 

 

Firm age 

Firm age (FA) refers to the length of time that a company has been operating in the markets (Wheeler et al. 2008; Zou and 

Stan 1998). In the case of international markets, there is also the time spent working abroad (Cuervo-Cazurra 2008; Peña-

Vinces and Urbano 2014). Time has traditionally been associated with knowledge, and this in turn with competitiveness. 

However, Moen and Servais (2002) demonstrated in their study of the “born global firm” that a greater number of years of 

operations in international markets is not a decisive factor in international competitiveness as these companies have been 

internationally competitive from their inception (Oviatt and McDougall 1994). This is in accordance with the international 

business perspective (Acedo and Jones 2007; Oviatt and McDougall 1994; Knight and Kim 2009). In contrast, the industrial 

economics perspective, specifically, the “Flying Geese theory” (Chen and Lin 2006; Kasahara 2004), indicates that firms 

must prepare locally in their home country for a certain period prior to moving abroad to compete in international markets. If 

they do not do so, their survival will be put at risk. On the other hand, some research (Cuervo-Cazurra 2008) continues to 

support the idea that firm age plays a significant role. This is the case of Latin-American multinational companies from 

emergent economies, such as Brazil and Chile (Arze and Svensson 1997; Mesquita and Lazzarini 2008). Taking into account 

the born global firm approach (fewer years of operations), we propose the following hypothesis. 

Hypothesis 5: Firm age will negatively influence the international competitiveness of SMEs from an emerging 
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market. 

 

Collaboration in the industrial sector  

Sector and/or industry are widely used as control variables. However, for the purposes of this research, we include industry 

collaboration between companies belonging to an industrial sector or involved in similar activities (e.g., textiles, agribusiness, 

chemicals, etc.). In isolation, industry would only indicate a firm’s position within an industrial group, but not the role that played in 

its competitiveness. Industry collaboration, on the other hand, refers to the mechanisms that allow firms – in one way or another – to 

compete more successfully in foreign markets (Banerjee 2005; Birru 2011; Filatotchev et al. 2007). Firms need the support and 

assistance of other companies to be able to grow and compete internationally (Arze and Svensson 1997; Cho et al. 2007; Nadvi 

1999). Industry collaboration among firms can be vertical and/or horizontal. Vertical collaboration involves companies at different 

stages of a value chain (producers and customers), whereas horizontal collaboration occurs between companies at the same point in 

a value chain (often competitors) (Birru 2012). Therefore, the ability of an SME to become a participant in the global production 

chain depends on its own capacity (Filatotchev et al. 2007) to overcome the constraints of its size and immaturity, and continuously 

innovate productively as it grows (Guerrieri and Pietrobelli 2004; Yuhua and Bayhaqi 2013).  

Empirical evidence shows that firms located in a highly competitive industry benefit from research and development 

activities (Banerjee 2005; Cheng-Hua 2011), and such firms belong to sectors with similar characteristics and they tend to be 

more competitive globally (Nadvi 1999; Mesquita and Lazzarini 2008). Furthermore, industry cooperation allows SMEs, ill-

informed in terms of foreign markets, to achieve internationalization as a result of the support of other companies (Filatotchev 

et al. 2007; Nadvi 1999; Zeng et al. 2008). Therefore, for the Latin-American emerging market context, we propose the 

following hypotheses:  

Hypothesis 6: Industry collaboration will positively influence the SMEs’ international competitiveness. 

Hypothesis 7: Industry collaboration will positively influence the global strategy of SMEs. 

 

The environment of the host country  

A firm's international competitiveness is closely linked to the nation of origin and the host country of enterprises. Therefore, 

all the competitive actions of an enterprise will always be conditioned by the environment of the host country (i.e., 

macroeconomics and microeconomics) in which firms carry out their business operations (Elenurm 2007; Ferrier 2001; 

Nadvi 1999; Wheeler et al. 2008). This means that the firm’s strategies will be constrained by macroeconomic policies 

practiced in foreign countries (Galán et al. 2007; Toppinen et al. 2007). The literature on MNEs shows that understanding 

socio-cultural variables (culture, language, religion, attitudes, customs, design, education level, and race) is vital in competing 

globally (Hofstede 1993; Galán et al. 2007). These variables will affect the strategy developed by companies and may 

influence – positively or negatively – their competitiveness (Hofstede 1993; Pla-Barber 2001; Wheeler et al. 2008; Zou et al. 

1997). The evidence provides numerous cases of both the success and failure of enterprises where socio-cultural variables 
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have played a significant role in the firms’ competitiveness (Jin and Moon 2006; Nadvi 1999; Toppinen et al. 2007). The 

truth is that the environment of the host country will in one way or another require enterprises to adjust their business strategy 

in accordance with the type of socio-cultural characteristics of each international consumer (Anwar 2002; Galán et al. 2007; 

Hofstede 1993; Jin and Moon 2006). Despite the many factors that may be found in the literature, they can be summarized 

into three groups: i) factors related to the foreign market, linked to the growth in demand of foreign markets; ii) factors 

associated with political and legal aspects of the destination of the products and services of domestic firms; iii) social and 

cultural factors (Galán et al. 2007; Rugman and Verbeke 1990; Wheeler et al. 2008). The approaches prevalent in the 

literature lead us to propose the following hypothesis: 

Hypothesis 8: The environment of the host country will positively influence the global strategy of SMEs. 

Having developed our research model as shown in Figure 1, we demonstrate the proposal for evaluating the hypotheses in 

the following section. 

 [Insert Figure 1 about here] 

Methodology 

Population and sample description  

In the last decade, many Latin-American economies have attained emerging status, as in the case of Brazil, Chile, Colombia, 

and Peru (Bloomberg 2014; World Bank 2015). These countries have similar economic characteristics (Bloomberg 2014). 

Therefore, a study of SMEs based on Peru could provide conclusions and implications useful to other South American 

economies (e.g., Chile, Colombia, and Ecuador). In 2014, Peru was the second exporter of high-tech products among all 

Latin-American economies, Brazil being in first place (World Bank 2015). Moreover, Peru also was the first country to 

experience a greater volume of exportation over the period 2009–2013 (World Bank 2015), according to the Latin American 

Index of Industrial Production of the Inter-American Development Bank (2010) [this index evaluates the rate of growth of 

national industry within Latin-American economies]. In 2010, Peru was ranked one of the highest countries in the region, 

with a rate of growth of industrial production of 240.60%. Brazil, the most competitive economy of Latin America (Castro-

Gonzáles et al. 2016) only had a rate of industrial growth of 165.89%, Chile 179.88%, Colombia, 147.79, and Ecuador 

144.40. In 2014, Peru continued to lead the ranking of industrial growth in the South American region, with a rate of 

271.81%. Brazil, the biggest economy of South America, only had a rate of 160.71% and Chile 197.12%, the remainder of 

Latin-American countries showing similar rates of industrial growth. This indicates that Peru continues to lead in terms of 

growth in national industry, which means that the industry of Peru serves as a model to study firm competitiveness. Until 

2010, when we finished our research, Peru was the economy exhibiting better growth in exports of goods and services as a 

percentage of GDP (Inter-American Development Bank 2015) than other economies. Likewise, in the period 2005–2010, 
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Peru had a mean rate of growth of 5.5 % of its GDP (World Bank, 2015). Thus, Peru is one of most of the significant 

economies of South America. 

Based on the above consideration, we studied the SMEs of Peru according to the classification of the Ministry of 

Tourism and Commerce (Mincetur in the Spanish acronym). The SMEs fall within the 12 most important industrial sectors 

of the country. Table 1 shows the characteristics of the firms represented in the study.  

Concerning the methodology, we sent questionnaires to the SMEs ranked in the top 1,000 firms (Mincetur 2006). For 

inclusion, it was necessary that all the enterprises should have the same characteristics. The most significant are as follows: a 

period of operation in foreign markets of at least five years; international sales comprising at least 60% of total sales; 

information available on turnover to categorize firms as SMEs (European Commission 2005); operating in at least five 

countries other than the country origin. 

With respect to the unit sample, responses to the questionnaires (distributed via email and postal mail) were sought 

from the international operations managers. To ensure that the respondents were the same persons as those identified in the 

questionnaires distributed via email, first we contacted them by telephone to undertake brief interviews, and then we quickly 

sent an email to their corporate email to thank them for their participation. Finally, the emails were checked to corroborate if 

the respondent was the same person contacted previously. For the postal mail questionnaires, we sent envelopes by hand to 

personal addressees ensuring the personal identification of those who participated in the survey 

A total of 100 questionnaires (discounting those that were incomplete) were returned via email (80%) and postal mail 

(20%) in the period June 2007 to May 2009, representing a response rate of 10.3%. The low response rate is explained in part 

by the fact that many SMEs in developing countries are hesitant about completing surveys from foreign universities (Peña-

Vinces et al. 2012). Another possible explanation might be the duration of the study, taking into account that the time from 

establishing initial communication with the firms to completion of the data collection was more than six months. During this 

period, many managers changed jobs, making it impossible to re-contact with them a second time, particularly as the first 

telephone call was made to the managers in person. Another difficulty was the lack of information on updates concerning the 

firm’s address because many postal surveys were returned. Finally, many managers did not get authorization from their 

enterprises to participate in our research.  

In international business research, particularly when one is working with small firms, often involving a single company 

or informant, there are difficulties in obtaining multiple participants (Aragón-Correa et al. 2008; Peña-Vinces and Urbano 

2014; Triguero-Sánchez et al. 2016; ). As a result, it might be possible to find potential biases in the mono-method (Chang et 

al. 2010; Doty and Glick 1998; Podsakoff et al. 2003; Kamakura 2010).  However, there are several statistical remedies to 

detect and control for any possible common method variance (CMV). A post hoc Harman one-factor analysis is often used 

to check whether the variation in the data can be mainly attributed to a single factor (Chang et al. 2010; Podsakoff et al. 
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2003). Additionally, other statistical procedures can be applied to partial out common factors or to control for them. (Chang et 

al. 2010; Doty and Glick, 1998; Podsakoff et al. 2003; Kamakura 2010).To avoid CMV problem, we undertook the 

following steps: (i) We promised the managers that our analysis would be aggregated and no organization would be 

identified individually. (ii) We identified highly qualified respondents (e.g., international operations managers). The extant 

literature suggests that the views of a single and well-qualified informant will capture a firm’s approach better than the 

opinions of several respondents, especially when decisions are centralized (Aragón-Correa et al. 2008; Peña-Vinces and 

Urbano 2014; Triguero-Sánchez et al. 2016). (iii) Following  Podsakoff et al. 2003 and Podsakoff and Organ’s (1986) 

recommendations, we improved the reliability of our data by conducting an exploratory principal components analysis with 

varimax rotation. Our results confirmed the absence of a single factor that accounted for most of the covariances in our 

variables, suggesting the absence of CMV. In the Kaiser–Meyer–Olkin (KMO) test and Bartlett’s test of sphericity (χ2), both 

offered satisfactory levels (see the results in Table 2).  

Also, we must indicate that the 100 SMEs included in December 2014 were evaluated again to check if they continued 

selling abroad. The qualitative information revealed that 98% continued operating in international markets. On the other 

hand, we emphasize that Peruvian SMEs exhibit a small drop in their sales, which can be explained in part by the world 

economic crisis, taking into account that the US and European countries were their principal markets. With regard to the 

qualitative analysis of the sample, the average age of the companies is 24 years for total operations and 14 years for 

international transactions (i.e., only exporting), and a maximum of 554 employees (mean 238) . The vast majority of the 

companies sold their products to more than 12 countries (e.g., the US, China, Switzerland, Germany, Spain, etc.). This figure 

reflects the ability of a firm to compete and sustain a presence in international markets (Cerrato and Depperu 2011). In terms 

of the international sales of the companies, the mean rate of exporting was US$ 15,600,746 in free on board (FOB) sales. 

Thus, it is also important to bear in mind the concept of an SME, which is “any entity engaged in economic activity, 

irrespective of its legal form (private or public).” Small enterprises are defined as enterprises that employ fewer than 50 

persons and the annual turnover or annual balance sheet total of which does not exceed 10 million euros (European 

Commission 2005). In the international arena, SMEs are firms that have a share of foreign trade, but also have different kinds 

of operations worldwide, such as production facilities, research and development (R&D) activities, and technical assistance 

services (European Commission 2005). Therefore, the European Commission’s (2005) criteria of sales > €50 million would 

allow the classification of Peruvian SMEs as medium-sized enterprises (see Table 1). 

[Insert Table 1 about here] 

 

Measures 
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To measure firms’ international competitiveness, we have used the measures developed by Zou and Stan (1998), revalidated 

by Wheeler et al. (2008): a) percentage of local profits/total profits; b) percentage of foreign profits/total profits. 

Simultaneously, following Cerrato and Depperu’s (2011) recommendations, to calculate this construct we also employed 

more subjective measures related to the perception of objectives and goals achieved in foreign markets, and the perception of 

success in the international market. It is also important to mention that Peña-Vincent et al. (2012) tested such measures within 

the Latin-American context (see items in Table 2). We have to say that to develop the above-mentioned measures of 

competitiveness – (a) and (b) – it was necessary to review the websites of both the National Customs Authority of Peru 

(SUNAT in the Spanish acronym) and the Ministry of Tourism and Commerce (Mincetur). The first website collects 

financial and general accounting information, such as the number of employees, year of foundation, etc. The second website 

shows information on foreign sales, such as the destination market of products, types of products, volume of exportation, 

prices, etc. 

The measurement utilized by Pla-Barber (2001) was applied to evaluate the global strategy. The respondents had to 

give an evaluation based on a seven-point scale, ranging from disagreeing (1) to agree (7). This construct considered aspects 

of the firms such as the standardization of consumers’ needs in all markets, the same product offering worldwide, the 

standardization of technology for all markets, and the standardization of marketing policies worldwide. 

To measure the human capital characteristics construct, following Acedo and Jones (2007, p. 242), a seven-point scale 

(1= not at all important, 7= absolutely important) was used. This construct included six items evaluating business success in 

foreign markets in relation to the importance of human capital, evaluating aspects of the employees such as their age and 

education, fluency in foreign languages, experience in foreign markets, etc.  

In line with the literature reviewed, firm size was assessed by the number of employees (the mean of the last three 

years) (Acedo and Jones 2007; Arze and Svensson 1997; Buckley et al. 1990; Ito and Pucik 1993; Mesquita and Lazzarini 

2008; Wu and Pangarkar 2006). For firm age, two items of measurement were used, one referring to the number of years of 

operating in the local markets of the country of origin of the firm (Moen and Servais 2002; Wheeler et al. 2008), and the 

other concerning the number of years engaged in exporting. 

As mentioned above, the environment of the host country involves the target markets of the products of international 

companies. Here, we used a reduced version of a seven-point scale developed by Galán et al. (2007), comprising only six 

items with similar characteristics. This measured aspects of the business, such as factors related to the growth of demand in 

foreign markets, those associated with political and legal aspects, and the social and cultural factors of the destination 

markets.  

The collaboration of the industrial sector was considered as a second-order factor (Chin and  Frye, 1998). 

Consequently, we mapped two first-order factors or dimensions, i.e., sector cooperation (SC) and networking (networking), 
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with respect to this higher-level construct. Hence, to measure the sector cooperation dimension, the survey questions 

developed by Belso-Martinez (2006, p. 217) were used with a seven-point Likert scale to assess the level of importance for 

firms (1= not at all important, 7= absolutely important), where aspects such as the relationship with the client’s relevance in 

internationalization, the presence of suppliers abroad, relations with the competitor’s relevance in the internationalization 

process, etc. are evaluated. In the case of the networking dimension, following the arguments of Lin and Chaney (2007), who 

stated that the presence in foreign markets is due to the collaboration of networks, two measurement items developed by 

these authors were used (see Table 2). 

Hypothesis testing 

Data analysis was conducted using structural equation modeling partial least squares (SEM-PLS) methodology (Chin and  

Frye 1998), evaluating the SEM-PLS in two stages. First, the measurement model was assessed. In the second phase, the 

structural model was estimated (Hair et al. 2011). The SEM-PLS procedure has gained interest and been used by researchers 

in recent years because of its ability to model latent constructs under conditions of non-normality and with small to 

medium-sized samples (Chin 1998; Hair et al. 2011; Marcoulides and Saunders 2006). For this reason, we chose 

this particular statistical technique. Our research investigation is composed of seven constructs; two of these are formative, 

and therefore it is necessary to differentiate between reflective and formative constructs as both constructs require different 

statistical treatments (Chin and  Frye 1998; Hair et al. 2011).  

Formative constructs 

With formative measures, the first step is to ensure content validity, that is, the extent to which the elements of a measurement 

procedure are relevant and representative of the construct that they will be used to measure (Buysse et al. 1989; Hair et al. 

2011; Haynes et al. 1995). Establishing content validity is a necessarily initial task in the construction of a new measurement 

procedure (Haynes et al. 1995). However, the validity (e.g., construct validity) and reliability (e.g., internal consistency) of the 

content (i.e., elements) selected should be tested before an assessment of content validity can be made (Hair et al. 2013; 

Haynes et al. 1995). Formative constructs are based on the assumption that the indicators cause the construct (Hair et al. 

2011). An important characteristic of the formative indicators (FIs) is that they are not interchangeable, as is true with 

reflective indicators. Thus, each indicator of a formative construct captures a particular aspect of the construct's domain.  As a 

consequence, the breadth of coverage of the construct domain is crucial to ensure that the domain of content of the focal 

construct is adequately captured (Hair et al. 2011). As there is no “common cause” for the items in the construct, there is no 

requirement for the items to be correlated, and they may be entirely independent. In fact, collinearity among formative 

indicators can present significant problems because the weights linking the formative indicators to the construct can become 

unstable and non-significant (Hair et al. 2011). Furthermore, the formative indicators have no individual measurement error 

terms. That is, they are assumed to be error-free in a conventional sense (Hair et al. 2013). Hair et al. (2011, p. 17) established 

http://www.tandfonline.com/action/journalInformation?journalCode=mree20#.Vsb33PLhDcs
http://www.tandfonline.com/action/journalInformation?journalCode=mree20#.Vsb33PLhDcs


Peña-Vinces, JC. Casanova, L. Guillen, J. & Urbano D (2016).International Competitiveness of Small 
and Medium-sized Enterprises: Peru, a Latin-American Emerging Market. Emerging Markets Finance 

and Trade.  DOI: 10.1080/1540496X.2016.1156525 (In press). 

 

 

that when a PLS-SEM presents formative constructs, attention must be paid to three key issues: (a)The indicators’ relative 

contribution to the construct (report indicator weights). (b)The significance of weights (t-values, p-values or standard errors). 

(c) The VIF multicollinearity < 5 / tolerance > 0.20 and/ or condition index <30. 

The results of these evaluations can be seen in Table 2. We can observe the weights, the t-values, and the variance inflation factor 

(VIF). In the case of the VIF analysis, we decided to opt for the rule of thumb suggested by Roberts and Thatcher (2009, p. 18). 

They say a formative construct does not present problems of multicollinearity if any of its indicators record values less than or equal 

to 3.30. Following this rule, no items show a problem of multicollinearity (see Table 2). We highlight that the tests of 

multicollinearity were performed using the SPSS 20 program. 

Reflective constructs  

 
The evaluation of a measurement model begins with the assessment of individual item reliability (Marcoulides and Saunders 2006). 

SEM-PLS procedure establishes that each item’s measurement must exceed a threshold of 0.70; however, in exploratory studies 

like this, 0.40 is an acceptable value (Hair et al. 2011). In our study, three items of the construct industry did not exceed the 

necessary parameters; therefore, these items were deleted (see Table 2). The next step is to estimate the composite reliability (CR). 

The reflective constructs have recorded values above the limit set (Nunnally 1997; CR  0.70). Finally, the average variance 

extracted (AVE) and the discriminant validity (DV) are evaluated. To accept AVE, the value must exceed 0.50 (Hair et al. 2011). 

The five reflective constructs show values above the parameter set. For the DV analysis, the square root of the AVE is calculated 

(see Table 3). Once the validity and reliability of the measurement model have been demonstrated, the structural model is assessed 

(Chin and  Frye, 1998; Marcoulides and Saunders 2006). The structural model was tested by measuring the intensity of path 

coefficients or standardized regression weights and the explained variance (R²) of the endogenous or dependent variables. 

Furthermore, the nonparametric bootstrapping technique (re-sampling procedure of 5,000 samples) was applied to evaluate the 

accuracy and stability of the estimates obtained(Chin and  Frye, 1998). In addition, the predictive relevance was evaluated through 

Q² (Hair et al. 2011); this exceeded the requirement of Q² greater than zero (Q² › 0.00). Finally, the results confirm that the structural 

model has predictive quality, obtaining a goodness-of-fit (GOF) close to one (Hair et al. 2011) (see Figure 2). 

[Insert Figure 2 about here] and [Insert Tables 2 and 3 about here] 

 

 

Analysis of results  

Our international competitiveness model only attempts to test the theory of developed economies in an emerging market 

context.  The findings are consistent with the literature review. Thus, Hypothesis 1 is confirmed (H1, ß: 0. 364**) in that firm 

competitiveness abroad depends on its global orientation (global strategy); in other words, SMEs perceive the foreign market 

as single (see Table 4 and Figure 2), which is coherent with the literature reviewed (Anwar 2003; Elenurm 2007; Hitt et al. 

2006; Knight and Kim 2009; Wu and Pangarkar 2006). We can see how the use of a global strategy compared to a strategy 
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of diversification and adaptation to national markets is preferred by the SMEs in a Latin-American emerging country (Peru). 

Therefore, SMEs compete internationally with standardized products, which need to understand fully the nature and 

demands of foreign markets to unify them (Pla-Barber 2001; Subhash 1989).  Hypothesis 2 concerns the evaluation of the 

effects of specific human capital characteristics on firm competitiveness. This construct does not show statistical significance 

(H2; β = 0.012). It seems appropriate to go deeper into this relationship through future lines of research to explain why they 

have no influence in an emerging context. However, we offer one explanation: it could be that SMEs may not exploit this 

resource (human capital) fully in comparison to large firms (Buckley et al. 1990; Galán et al. 2007; Hatch and Dyer 2004; 

Knight and Kim 2009).  Hypothesis 3 relates to human capital concerning the firm’s global orientation (global strategy). The 

results show a positive effect, and in line with the RBV (Acedo and Jones 2007; Chen and Lin 2006; Triguero-Sánchez et al 

2016), this type of resource in an SME is noted as being valuable and necessary to compete in foreign markets. Moreover, it 

becomes a competitive advantage, stressing the importance of certain resources and capabilities to compete in a global 

environment (Cuervo-Cazurra 2008; Fahy 2002; Knight and Kim 2009).  Hypotheses 4 and 5 are not supported by the 

results. On the one hand, firm size does not show statistical significance (H4; β = 0.124). On the other hand, firm age (H5; β = 

-0.261) does not show a positive effect on the SMEs’ competitiveness, which contradicts the values expected. However, we 

highlight its tendency. Thus, firm age might indicate that fewer years operating in the domestic market positively contributes 

to the competitiveness of SMEs. These findings allow us to consider the Peruvian SMEs as “born global firms,” as Rialp et 

al. (2005) proposed. That is, Peruvian SMEs have without doubt a defined international orientation. Firm size indicates that 

SMEs, by virtue of their size, enjoy greater possibilities of competing in foreign markets in comparison to large enterprises 

(Sánchez-Chiappe and Poratelli 2011) as Peruvian SMEs could be considerably more flexible than large companies when 

they operate worldwide (Peña-Vinces et al. 2012).  Hypothesis 6 concerns the role the collaboration of the industrial sector 

plays in firm competitiveness in foreign markets. Our results show positive effects (H6; β = 0.382**), reinforcing the 

approach of industrial economics regarding industry cooperation (Banerjee 2005; Barge-Gil and Modrego 2011; Birru 2011; 

Cheng-Hua 2011; Lin and Chaney 2007; Porter 1990). Therefore, the collaboration of the industrial sector is crucial because 

it allows SMEs to grow and compete, and achieve their internationalization centered on a network approach (Belso-Martínez 

2006; D’Cruz and Rugman 1993; Chen and Lin 2006; Mesquita and Lazzarini 2008). Furthermore, it allows companies to 

focus on certain activities in the industry value chain, and achieve the competitiveness needed to survive and remain in 

international markets (Nadvi 1999; Sánchez-Chiappe and Poratelli 2011). Hypothesis 7 is related to industry cooperation 

regarding the global approach of the firm (e.g., global strategy). The results reveal that cooperation between firms is essential 

as they help with the internationalization of global production (Banerjee 2005; Barge-Gil and Modrego 2011; Birru 2011; 

Cheng-Hua 2011). Hence, it is also interesting to observe how the collaboration of the industrial sector (see Figure 2) plays a 

very important role in the use of the global strategy and contributes 9.8% to explaining the variance of this factor in 
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competitiveness (R²= 0.260). In the same line, Hypothesis 8 concerns the effect of the international environment on the 

firm’s global orientation (GS). We observe that foreign markets exert a positive influence on the firm’s orientation (H8, β = 

0.202*). This is consistent with the traditional literature on international business (Cuervo-Cazurra 2008; Galán et al. 2007; 

Leonidou et al. 1998; Theodosiou and Leonidou 2003), which reminds us of the need to analyze the destination markets 

before moving out to compete globally. Thus, this hypothesis coincides with the qualitative information of the sample, 

revealing that more than 60% of sales of the Peruvian SMEs go to foreign markets. 

[Insert Table 5 about here] 

 

Conclusions and implications 

The main conclusion that can be drawn from the different analyses performed is the fundamental role of having a global 

strategy. In other words, this is the primary determinant of international competitiveness or also, if one wishes, of the 

competitive advantage of SMEs. As our results show, the Peruvian SMEs utilize a global strategy to compete overseas 

instead of relying on a strategy of differentiation and national adaptation. We must therefore note what determines the 

adoption of this type of strategy. We can confirm that the environment of the host countries of SMEs (i.e., the factors of 

destination markets) in which they operate is one of the most favorable factors for the standardization of their products. That 

is, the host market size, the growth rate of foreign demand, international trade agreements, political stability, and social and 

cultural factors (such as race, income, consumption habits, religion, etc.) are the issues that allow Peruvian SMEs to exploit 

their global strategy.  

Based on the existence of a global strategy within Peruvian SMEs, their operations in international markets would not 

be possible without the collaboration of the industrial sectors. This coincides with the results of a vast number of 

investigations carried out within industrialized countries (Galán et al. 2007; Nadvi 1999; Porter 1998; Belso-Martinez 2006). 

That is, the functioning of a global strategy in SMEs depends on the collaboration of its suppliers: those of raw materials, 

finance and insurance, international transportation, and qualified staff, etc.,  and at the same time, of the organizational 

networks (Barge-Gil and Modrego 2011; Cheng-Hua 2011; D'Cruz and Rugman 1993; Mesquita and Lazzarini 2008) or the 

cooperative agreements that SMEs maintain, either with sales or for the acquisition and transfer of knowledge. These are 

factors that also enable them to reduce their costs and enhance their internationalization. Here, the collaboration between 

SMEs is conditioned by local customers and competitors as the latter contribute to the creation of new knowledge (Chen and 

Lin 2006; Porter 1998).  

On the other hand, we believe that the companies have been able to bear fruit from their global strategy in foreign 

markets owing to a major source of competitive advantage, such as the human capital or staff working within the Peruvian 

SMEs. In our case, we can observe that they have a high level of academic preparation, such as having degrees at Master’s 
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level (MBAs) and even PhDs, and in addition the knowledge of various languages and of foreign markets through traveling 

for business or tourism. Simultaneously, such particular characteristics make SMEs from emerging markets aware of their 

global reality, and their possibilities of opting for standardization rather than a differentiation strategy in international markets.  

As noted above, global strategy is the primary determinant of the international competitiveness of SMEs located in a 

Latin-American emerging country, such as Peru, for small enterprises relying on the adaptation of their national products to 

destination markets. Hence, their function and design are not found in the hands of a single person but rather in good staff 

who possess the characteristics described above. In this regard, the staff working in Peruvian SMEs are conscious of their 

weaknesses in terms of competing abroad with an international strategy of national diversification. Therefore, it is evident 

that such firms (Peruvian SMEs) have a clearly defined niche market (standardized products). 

Nevertheless, when human capital is analyzed in relation to firm competitiveness (H2), our results show that the 

characteristics discussed above do not have a significant effect. We can underline their positive trend although it is slight. One 

possible explanation is that in some Latin-American countries (i.e., Peru) the possession of certificates (BA, MBA, Ph.D.) is 

not necessarily synonymous with the presence of globally-qualified staff in the firm; it may purely be a requirement either to 

change status or obtain incentives that employees receive when they have completed higher education. It could also confirm, 

through the absence of Peruvian universities in the world ranking, lower competitiveness in terms of research (Peña-Vinces 

and Urbano 2014). 

As we have pointed out previously, Peruvian SMEs compete mainly in the international arena through standardized 

products; several researchers (Subhash 1989; Zou et al. 1997) have argued that this occurs as the products of these companies 

always or almost always go to mature target markets (i.e., supermarkets and large retail chains), where the acceptance of 

homogenized products is much easier. This means the Peruvian SMEs only compete with commoditized sectors. For 

instance, we can find in the USA products manufactured by Peruvian SMEs (e.g., asparagus, coffee, legumes, sugars, 

chocolate, juices, drinks, perfumes, shirts, pants, underwear, blankets, etc.), which are essentially the same as those found in 

other markets (Europe and Asia), but with minute differences such as in the language of the label, which is adapted for each 

country or group of countries. 

Regarding firm age, our results suggest that fewer years of operation in local markets gives SMEs greater possibilities 

of success in foreign markets (the firm's competitiveness). That is to say, SMEs have not had an extended period of 

preparation prior to competing internationally. 

The literature reviewed indicated that government efforts in industrialized countries are crucial for the success of SMEs 

in their entrance into foreign markets (Cheng-Hua 2011). However, the descriptive information revealed that 80% of the 

SMEs surveyed considered that the actions taken by governments have not promoted their success in foreign markets. Thus, 

we can say that the governments do not necessarily play a significant role in international competitiveness. This has also been 
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found in a study of an SME located in an African developing country, Nigeria (Abereijo et al. 2009). Thus, we suggest that 

policymakers bear the responsibility for the design of policies that promote international activities. SMEs should be 

considered more seriously as they are the main generators of the economic development of countries, and consequently 

foster the progress of underdeveloped countries through job creation (Peña-Vinces 2009). 

Finally, the results obtained show a certain degree of coincidence with the theoretical background (economic and 

international theories) posed in the study. These suggest the need for the use of a global approach as not all theoretical 

knowledge from industrialized countries has shown significant importance for the competitiveness of Latin-American 

(Peruvian) SMEs in an emerging context (H2, H4, and H5 not being significant).  

One of the main limitations of the study is the cross-sectional nature of the research. Likewise, the authors also 

acknowledge that there are other variables that could equally influence the firm’s international competitiveness, but which for 

reasons of the extension of the questionnaire are not included. Therefore, our research model might be improved by 

incorporating other variables, such as international marketing strategy, research and development, and other aspects that 

might also influence firm competitiveness. Our PLS model did not evaluate the possible problem of endogeneity, which 

refers to the causal modeling assumption that the independent variables in an equation are uncorrelated with the error term 

(McIntosh et al. 2014). Unfortunately, endogeneity tends to be the rule rather than the exception in applications of multiple 

regression and related methods when using observational rather than experimental data (Antonakis et al. 2014; Semadeni et 

al. 2013).  Properties and capabilities of the PLS technique have recently been criticized (McIntosh et al. 2014) because most 

studies in the business and economics do not evaluate the possible problems of endogeneity. Hair (2013) and his colleagues, 

the leading developers of PLS, have not provided any criteria on how to perform the PLS software to avoid the endogeneity. 

However, we propose this limitation’s study as a future line of research to determine if we will have similar results applying 

McIntosh et al.'s (2014) suggestion to avoid the endogeneity. The authors suggest carrying out an instrumental variable 

estimation (IVE) that is implemented using two-stage least squares (2SLS), with the first stage involving the regression of an 

independent variable x on an instrument z, followed by computing the predicted values (McIntosh et al. 2014, p. 219). Future 

research may tackle similar phenomena through the use of panel datasets that observe SMEs over time in other regions of 

Latin America, for instance, Bolivia, Ecuador, Venezuela, and Chile. Our study concerns industrial sectors, and it would be 

interesting to replicate the study within the service sector to determine whether similar results are obtained. As we 

commented in the introduction, we need to continue to learn more about the different aspects of Latin-American SMEs due 

to the lack of empirical studies from these countries. Finally, we would like to indicate that further studies need to be carried 

out to validate if the high correlation found between the collaboration of the industrial sector and human capital still gains 

empirical support. Our research has evaluated human capital as an independent variable. However, the results of correlation 
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analysis might indicate that the presence of human capital with the characteristics described above depends on industrial 

cooperation. 
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TABLES  

 

Table 1: Sample characteristics 

 
Firm classification*  Employees 

(mean 2006-2009) 
Percentage Turnover  

(Total Sales mean 2006-2009) 
Percentage 

Small firms  Employees (<50) 20 Sales ≤ € 10 m 94 

Medium-sized firms Employees (< 250) 74 Sales ≤ € 50m 6 

Large firm  Employees (>250)  6 Sales> € 50m 0 

Firm characteristics (2006–2009) 

 
Mean 

International sales, in US$  15,600.746 

Rate of growth of international sales 45.72% 

Years of local operations(both local and international markets) 24 

Years of international operation (only exporting) 14 

Number of countries of sales (mean) 12 

Composition of industrial sectors studied  

  Textiles Agribusiness Chemicals Fishing Iron/steel Wood/paper Jewelry Mechanical 

metals 

Footwear  Leather 

 

Nonmetallic 

mining 
Other 

27% 22% 14% 14% 8% 6% 3% 2% 2% 1% 1% 1% 

Note: To classification of small medium enterprise, we have used the European Commission’s criteria (2005) 

 

Table 2: Results of the measurement model and exploratory principal components analysis  

 
REFLECTIVE CONSTRUCTS KMO χ2 CR AVE Loading Weight 

The Environment of Host Country (1= not at all important, 7= highly important)   0.724 121.662*** 0.898 0.596   

Large size of host markets     0.8652 0.4141 

Growth of demand in the host markets (potential growth)     0.7554 0.1352 

Low levels of competition in the host markets     0.7336 0.1671 

Incentives of tax reduction measures in the host market     0.7467 0.1419 

Tax cut incentives in the country of origin     0.7429 0.2824 

Demographic similarities of customers and foreign consumers (race, religion, habits, etc.).     0.7663 0.1322 

FIRM AGE  n.a n.a 0.766 0.641   

Local age of firms (Number of years functioning in the local markets of country of origin)     0.5104  0.0423 

International age of firms (Number of years exporting)       0.9993  0.9794 

Global Strategy (1 = strongly disagree, 7 = strongly agree) 0.842 754.415*** 0.841 0.657   

The needs of our customers are standardized worldwide     0.5765 0.1301 

Our products/services are known worldwide     0.9428 0.6695 

Our technology is standardized worldwide     0.8652 0.3395 

We encounter the same competitors in most markets     ---------  

Our marketing policies can be standardized worldwide     --------  

Collaboration of Industrial Sectors (Second-order common latent construct)     

SECTOR COOPERATION (y1) (First-order common latent construct)  

(1= not at all important, 7= highly important) 0.618 

 

251.660*** 0.803 0.579   

International client’s relevance     ---------  

Relationship with client’s relevance in internationalization     ---------  

Presence of suppliers abroad     0.8826    0.5360   

Relationship with supplier’s relevance in internationalization     0.7195    0.3444   

Presence of competitors in the international environment     ---------  

Relationship with competitor’s relevance in internationalization     0.6676    0.4228   

NETWORKING (Y2) (First-order common latent construct) 0.500 19.830**** 0.832 0.712   

-The decisions of internationalization of the company are generally always made based on industry 
experience and knowledge derived from other companies in the sector (1= never, 7= always) 

 
    0.8068   0.5262   

-Learning among business groups and membership of a network can help to reduce the risk and     0.8798   0.6541   

Main destination markets, and their participation for sales (2006-2009) 

USA China Swiss Canada Chile Japan Germany Brazil Italy Spain Other  

23.6% 9.6% 7.2% 6.8% 6% 5.2% 3.4% 3.4% 3.3% 3.2% 28.3% 
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uncertainty of going out and competing for foreign markets without having to wait to know and dominate 
their own market (local market). (1= never, 7= always) 

Firm Size n.a n.a   

Number of employees of firms during the last three years   1 1 1 1 

FORMATIVE CONSTRUCTS 

Firm’s International Competitiveness (First-order common latent construct)    VIF Weight Loading T-Statistic 

-Approximate average percentage of net profits achieved during the last three years 1.119 0.1726 0.1783 1.6960 

-Approximate average percentage of net profits achieved during the last three years as a consequence of overseas sales (exporting) 1.172 0.1783 0.9643 7.3087 

-Assess the success of the company in foreign countries during the last three years  

(1 = very poor, 5–10%; 2 = poor, 10–20%; 3= average, 20–40%; 5 = very good, 80–100%.) 
2.311 0.9643 -0.0165 3.2713 

-Satisfaction of compliance with objectives and goals achieved in foreign markets in the last three years  
(1 = very poor, 5–10%; 2 = poor, 10–20%; 3= average, 20–40%; 5 = very good, 80–100%.) 

2.292 -0.0165 0.1726 1.2903 

Human Capital (First-order common latent construct)    VIF Weight Loading T-Statistic 

Age of employees 1.389 -0.3436 -0.4573 2.1570 

Level of education (BA, MA, PhD) and experience 1.722 0.1784 0.4793 2.3647 

Fluency in foreign languages 1.521 0.0755 0.3535 1.2655 

Knowledge of foreign markets 2.532 0.4961 0.8147 7.0642 

Experience of other countries and cultures 1.272 0.0943 0.4364 1.6169 

English as a means to work in the firm 1.917 0.4990 0.5719 2.6110 

Note: Kaiser–Meyer–Olkin; χ2: Bartlett’s test of sphericity; VIF: Variance inflation factor; CR: Composite reliability; AVE: Average variance extracted; n.a: not applicable  

 

Table 3: Discriminant validity coefficients and descriptive statistics of PLS-SEM 

 
  N Mean SD (1) (2) (3) (4) (5) (6) (7) 

(1) Firm’s international competitiveness 100 3.177 1.291 N.A.             

(2) Global strategy 100 4.512 1.946 0.518 0.812           

(3) Collaboration of industrial sector 100 5.865 1.692 0.540 0.377 0.792         

(4) Human capital 100 4.531 1.582 0.304 0.392 0.331 0.257 N.A.     

(5) Environment of host country 100 4.636 1.492 0.212 0.318 0.168 0.098 0.291 0.772   

(6) Firm size 100 1.000 1.000 0.147 0.247 0.090 0.258 0.035 0.126   N.A. 

(7) Firm age 100 0.164 0.406 -0.186 0.097 -0.022 0.212 -0.073  -0.088  0.391 

Notes: N: number of firms, SD: standard deviation, Diagonal elements (italicized) are the square root of variance shared between constructs and their measures (AVE). Off-diagonal elements 

are correlations among constructs. For discriminant validity, diagonal elements should be larger than off-diagonal elements; N.A. – not applicable, 

 

Table 4: Structural model results 

 

Hypothesis  Path coefficients  T-values Support 
H1: Global strategy→ Firm’s international competitiveness  0.364** 2.7831    Yes 

H2: Human capital→ Firm’s international competitiveness 0.012(ns) 0.1057    No 

H3: Human capital →Global strategy 0.247 * 2.0059    Yes 

H4: Firm size→ Firm’s international competitiveness 0.124(ns) 1.3188    No 

H5: Firm age → Firm’s international competitiveness -0.261(ns) -1.3787 No 

H6: Collaboration of industrial sector → Firm’s international competitiveness 0.382** 2.8337    Yes 

H7: Collaboration of industrial sector→ Global strategy  0.261** 2.2887    Yes 

H8: Environment of host country →Global strategy 0.202* 2.0519    Yes 

*p < 0.05 (based on t (4999), one-tailed test; t-values are: 1.6451585), **p < 0.01(based on t (4999), one-tailed test; t-values are 2.32709405) ns: Not 

significant  
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Figure 1: Research model  
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Figure 2: Results of PLS-SEM 
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Note: * p < .05; ** p < .01; (based on a Student T (4999) distribution with one tail), ns: Not significant 
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