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ABSTRACT

The Small and Medium Enterprises (SMEs) are the most important actors for countries in terms of their
contribution to national economies. The Turkish textile and clothing industries are mainly labour and
export oriented industries and more than 90 per cent of the Turkish textile and clothing industries
consists of SMEs. The development in digital technologies, has accelerated the growth of international
trade, which has become the most important development in business world in the twenty-first century.
The development of digital technologies has changed the conditions for all the business world especially
for the Small and Medium Enterpreses (SMEs). The main purpose of this study is to explore the relation
of digitalization and internationalization in a SMEs concept. Qualitative research and case study method
is performed in this research. The data of the study was collected by semi-structured interviews. The
qualitative data is analyzed by multi-case studies in Maxqda.
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INTRODUCTION

The Small and Medium Enterprises (SMEs) have great importance in terms of their contribution to the
national economies (Bagheri et al., 2019; Eldridge and Nisar, 2021). International trade is accepted as one
of the most important levers of economic growth (Bolkunow, 2019). The researches in the international
business area have been mainly dominated by multinational companies and during those times did not
focus on explaining the SMEs internationalization (Bowen, 2019; Ooi and Richardson, 2019). During the
last thirty years, digital technologies and digital transformation have accelerated the growth of
international trade which offers new and diverse opportunities for SMEs (Bienhaus and Haddud, 2018,
Jiang et al., 2020, Watson et al., 2018). previously, the SMEs which were mainly serving to the domestic
markets had less engagement to the digitalization should focus more on digital technologies to keep their
competitive advantages (De Marco et al., 2020; Falahat et al., 2020). Digitalization which is accepted as
an element that promotes SMEs internationalization has increased the agility of SMEs (Contreras and
Baykal, 2021), who are often faced with lack of resources on their pathway to internationalization,
reaching target markets and expanding their networks (Watson et al., 2018). Therefore, the aim of this
research is to analyse the relation of digitalization and internationalization of SMEs by a sample from the
Turkish textile and clothing industries.

Theoretical Framework

SMEs digitalization is accepted as an under-researched subject which is still in the dark and the
ubiquitous effects of digital transformation had changed the direction of the international business
research radically (Eller et al., 2020). There are two main themes which tries to explain the
internationalization of SMEs; The first theme is based on the pre-acquired knowledge of the owner-
manager through their characteristics and entrepreneurial perspectives. The second theme explains the
internationalization of SMEs mainly with Network Model and Uppsala Internationalization Perspective
(Divrik and Baykal, 2022). The Network model considers internationalization as some kind of a network
developing through trade activities with other countries, and in this approach, the emphasis is placed on
the relational capacities of the firm. The Uppsala perspective argues that firms are slowly and
incrementally pursuing internationalization (Johanson and Mattsson, 2015). The developments in the
digital technologies made the value chains globally digitalised and SMES are forced to adopt digitalised
supply chains in order to survive in the intense global competition (Chen, 2020; Torn and Vaneker, 2019).
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INTERNATIONALIZATION

Internationalization is set of activities for carrying the production, sales, marketing and all other activities
outside the local market of a company (Divrik and Baykal, 2022). The internationalization gained
popularity after the 1990s with the collopse of Soviet Union and Eastern Bloc. In this period, the
globalizing production structure necessitated the globalization of value chains, inter-country competition
increased in order to attract foreign investment throughout the world and multinational companies
continued to grow by increasing their activities (Buckley, 2016). The internationalization strategy in the
post-1990 period is referred to as "externalizing operations, internalizing knowledge", which has led
multinational companies to the position of key players worldwide (Buckley and Carter, 2004; Buckley
and Hashai, 2004).

The academic studies focusing on the internationalization process of SMEs are mainly divided into two
main groups (Child et al., 2022; Wu and Deng, 2020). The first group mainly focuses on new ventures
that are international from the inception stage and named as born-global companies (Bowen, 2019; Ooi
and Richardson, 2019). Researchers studying born-global SMEs examines both the premises and the
consequences of internationalization (Wu and Deng, 2020; Autio, 2017). Compared to companies who
export as a entry mode born-global companies generally serve to the niche markets (Bowen, 2019; Ooi
and Richardson, 2019). The second group examines SMEs that have become international after their
establishment. Much of the research in this area has focused on the export activities of SMEs and
different aspects of the export performance process (Coviello, 2018; Rezaei and Ortt, 2018; Tolstoy et al.,
2021). Managerial skills in those companies significantly influences the speed, mode, and direction of
internationalization (Autio, 2017).

DIGITALIZATION

Digitalization is seen as one of the most important developments shaping today's business world and
society (Baykal, 2019). Digitalization has changed the value and management of information and has
begun to change the nature, boundaries, business processes and relationships of organizations.
(Cortellazzo et al., 2019). Digitization, by dictionary definition, is about transforming the essence of a
company's products, services and processes into digital data packets that can be created, stored and
transferred in bits and bytes, with information associated with them, for use for marketing, sales and
distribution (Chen et al. 2019).

SMEs should adapt to their new technological environment if they want to gain competitive advantage
and if they want to establish relationships with new markets (Safar et al., 2018). SMEs also requires
guidance in developing their digitalization strategies to keep up with technological developments (Baykal,
2018). This can be achieved by prioritizing actions that will ensure an effective and efficient digital
transition (Goerzig et al., 2018). For this reason, digital transformation obliges SMEs to develop a digital
transformation strategy that includes the organization of the whole company. International activities are
explained as one of the most significant segment of economic growth (Bolkunow, 2019). Digitalization is
recognized as an element that encourages internationalization of SMEs.

This research aims to understand the relation of digitalization and internationalization of SMEs by an
evidence from the Turkish textile and clothing industries. As a research method, qualitative analysis is
performed and research data is obtained from 14 semi-structured interviews. The interviews are
performed with middle and senior managers from the Turkish textile and clothing industries. The main
research questions of the study are as follows;

Q1: How does digitalization affect internationalization of Turkish textiles and clothing industries?
02: How can Turkish textile and clothing industries can be more succesfull in internationalization by

the help of digitalization?

METHODOLOGY

In this study, a qualitative analysis approach has been adopted to outline the effects of digitalization on
the internationalization of Turkish textile and clothing industry. Qualitative analysis is widely used in the
researches related to SMEs (Halabi et al., 2010). Creswell (2013) defines qualitative research as "research
in which qualitative data collection methods such as observation, interview and document analysis are
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used and a qualitative process is followed to reveal perceptions and events realistically and holistically in
their natural environments". The case study pattern is "a qualitative approach in which the researcher
collects detailed and in-depth information about real life, a current limited situation, or multiple classified
situations within a given period of time through multiple sources of information, presenting a situation
description or status themes" (Creswell, 2013). In this study, as stated by Yin (2009), the "case study
pattern" used when it is necessary to investigate the current context in real life or a situation within the
environment is preferred (Yin, 2009).

The sample of the research is middle and senior managers working in the Turkish textile or clothing
sector were selected as a sample. The interviews took place between 1 and 30 December 2021 with 14
companies. The interviews lasted 30 minutes and conducted inline with the consent of the participants.
Firstly content analysis made, then themes and codes are formulated. All the qualitative analyses were
made in Maxqda which is a software for qualitative and mixed methods data analysis. The themes were
interpreted in line with the codes they contain and excerpts from the interview texts are also included in
order to support the comments.

General critisim related to qualitative researches is validity and reliability. In order to obtain the validity
and reliability of the research, the following were made:

o Depth literature review was made for the research.

e The interviews were recorded with the consent of the participants in order to prevent data loss. The
questions of the semi-structured interviews were approved by an academician and to a senior
manager.

e A pilot interview was conducted to test the interview questions. The results of the pilot interview were
shared with an expert academician in the field and the validity of the questions was confirmed.

e According to the coding audit that ensures internal consistency, the consensus between coders should
be at least 80 percent (Patton, 2002). When the encodings made by two different encoders on the
interview document are compared at the level of code presence; 14 partitions were related, while 2
sections were not. The consensus among coders was found to be 87.50 percent.

FINDINGS

The main themes of the research are digitalization and internationalization. The digitalization theme has
three main codes which are technological innovation, usage of technology and not using technology. The
internationalization theme has the folowing main codes; “knowledge and experience of employees”,
“marketing and planning capabilities”, “export commitment”, “export markets information”, “export
experience” and “export performance”. The model of the research is presented in the Figure 1 below;

Digitalization Internationalization

»  Knowledge and experience of employees
»  Technological Innovation

Marketing and planning capabilities
»  Usage of Technology
»  Export commitment

»  Not Using Technology
»  Export markets information

»  Export experience

»  Export performance

Figure 1: Model of the research
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The most mentioned code in the code map is “indirect export” in internationalization theme with 28
times. The participants stated that they involve in indirect export facilities either because of not having
enough export skills or through Turkish offices of global fashion brands. The participants P5 and
P11quoted;

“... we mainly work with agents especiallly for the Italian market...” (P5)

“... we have customers from 45 countries and we mainly work with agencies with most of those
customers” (P11).

“Market research” is the second most repeated code with 25 times, the participants stated they were
performing market research through fairs and export unions, in today’s digitalized business life, they are
mainly performing their market research through internet. However, most of the participants believe that
the only way to gain new customers is network relations not market research.

s

. when we receive a mail, we immediately search in Google Earth for its location, offices,
warehouses. Further, we try to find financial data about the company..." (P2).

“Online communication” code is mentioned 16 times and “Dijital platforms” code is mentioned 15 times.
The participants stated that online communication gained importance after covid 19 pandemic and the
pandemic forced them to adopt digital technologies.

"... we use online communicaton mainly e-mail, mobile phone and whats app...” (P6).

Related to digital platforms, the participants mentioned that they are trying to set up their own digital
platforms but they were not succesfull until now. In addition, they added that they are forced to adopt
digital Technologies in order to supply international brands as those brands are following their supply
chains through their digital platforms. P2 and P8 stated as follows;

“... we have our own digital platform but we are not very succesful until now ...” (P2).

I

. our international customers have their own digital platforms, we are defined as users in
those platforms and they follow the orders online...” (P8)
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Figure 2: Detailed Code Map
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The detailed code map of the research is is listed below as Figure 2. The numbers near the each subcode
shows how many times a subcode is mentioned by the participants.

The below Figure 3 and Figure 4 show the most quoted codes in the digitalization and
internationalization themes. The bigger circle shows the “more quoted” and the numbers at the end
indicates the total quotation number. Digital platforms/programs, online communication and
technological innovation are the most mentioned codes in the digitalization theme. The heavy use of those
codes show that, the participants are interested in technologial innovations and mainly they are at the
early stage of digitalization. The Turkish textile and clothing industry mainly use online communication
and they are forced to use digital platforms and programs as most of them are suppliers of famous
fashion brands.

Kod Sistemi K1 K2 K3 K4 K5 K6 K7 K8 K9 K10 K11 K12 K13 K14 TOPLAM

(=4 Digitalization 0
@4 Technological Innovation o @ ® { ] L ] 9

24 Non-usage of Technology ® o o ® 6

24 Usage of Technology 0

(4 Online Communication @ [ e ® o o o o @O o ® 16

(=, Digital Platforms/Programs ® @ o & e @ o 15

(=4 B2B Online Export Sales ® ® ® O o o @ 11

(=g Online Fair [ ) 3

Z TOPLAM 2—5 2—16—3 1 6 7 4 2 3 5 5 5 60

Figure 3: Digitalization Most Quoted Code Map

G

“Target market selection”, “effect of pricing” and “indirect export” are the mostly mentioned codes in the
internationalization theme. The extensive use of those codes indicate that the industries are searching for
new markets because of the intensive competition and the Turkish textile and clothing industries are
heavily dependent on indirect export.
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Figure 4: Internationalization Most Quoted Code Map
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The relation code map shows and helps to analyze the relations between the codes in Maxqda. The below
Figure 5 is the relation code map of the study. The same coloured codes show that the codes have relation
with each other and the thicker lines show higher level of relation between the codes. The strongest
relation is between “change of export markets” and “effect of pricing” in the internationaliation theme.
The Turkish textile and clothing manufacturers are searching new export markets by the intense price
competition from Far East especially from China. Another strong relation is between market research and
indirect export; the Turkish manufacturers are heavily dependent on indirect exports and searching for
new export markets that they can make direct export. “Market research” has also strong relations with
“competitor analysis” and “importance of customer relations”.

In the digitalization theme, the strongest relation is between “digital platforms/programs” and “online
communication”. The Turkish manufacturers stated that they mainly use online communication with their
export business and they are forced to be involved in digital platforms as they are suppliers of global
fashion brands. Another strong relation in digitalization theme is between “B2B online export sales” and
“digital platforms/programs”. The participants mainly stated that they have an interest in performing B2B
online sales for export and they believe that they can achieve this target through digital platforms
especially marketplaces.

Market Research (25) Competitor Analysis (9)

Importance of Customer Relations (13)

Indirect Export (28)

Europe (20) Asia (4)

B2B Online Export Sales (11)

Africa (6)
Change of Export Markets (14) Technological Innovation (9)

Digital Platforms/Programs (15)

Ratio of Domestic Sales (5)

Online Communication (16)
Effect of Pricing (18)

Figure 5: Relation Code Map
CONCLUSION

In the research, most mentioned codes are “indirect export” and “market research”. Generally, Turkish
textile and clothing maufacturers are making export through agencies and they want to make direct
exports. In order to reach new export markets, they use digital technologies such as online fairs, B2B
digital programs and platforms. The participants declared that by the help digital technologies, they can
perform new market researches with lower budgets. In addition, the codes “effect of pricing” and “change
of export markets” have strong relation between them. The Turkish textile and clothing industry is having
difficult times in competing to Far East countries and mainly China. The Chineese textile and clothing
manufacturers can supply with lower prices to the World and this caused Turkish manufacturers markets
to change. However, Turkish textile and clothing manufacturers can supply in small quantitites compared
to China and other Far East countries. The proximity of Turkey to Europe and ability to supply in small
quantities made European fashion companies switch to Turkey.

There is also strong relation between “importance of customer satisfaction” and “market research”. The
participants declared that export loyalty is much more important than market research and having new
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customers. Therefore, they pay attention to customer satisfaction and they try to build solution-oriented
customer relationships. The participants emphasized the importance of the knowledge and experience of
the employees of the company in the process of internationalization and it was stated that people with
sectoral experience were tried to be employed. The Turkish textile and clothing manufacturers are aware
of the importance of exports and participants declared that export sales are more profitable than domestic
market sales. Even though, payment terms are the major problem in the Turkish domestic market, the
manufacturers are obliged to domestic market during periods when exports weakened in order to cover
their fixed costs.

Main export market of the Turkish textile and clothing industry is the European Union countries and
United Kingdom.The proximity of European countries which are nearest developed market to Turkey and
therefore it is the region where textile and clothing companies carry out the most intensive export
activities. This fact can be explained by Uppsala Internationalization Model which states that
internationalization process begins with the nearest locations suitable and develop incrementally (Divrik
and Baykal, 2020). The participants also added that the internationalization mainly takes place by the help
of the networks of the companies rather than digital technologies. Turkey has sent many workers to
European countries mainly to Germany, Italy, France after the World War II and linkages from those
people provides an important network for internationalization of the Turkish companies.

The development of digital technologies accelerated the digital transformation of the Turkish textile and
clothing industries not only in the internationalization but also in supply chain management. Therefore,
necessary planning should be made transform the Turkish textile and clothing industries digitally. The
participants are aware of the importance of the digital technologies and they have intend to adopt those
technologies to their companies. They believe that digital technologies make new market research and
communication with customers much more quicker, easier and affordable. As Turkish textile and clothing
industries are one of the most important industries for Tirkish economy, significant improvements in
digitalization of the industry should be taken, otherwise Turkey will not be able to accomplish
repositioning of those industries and lose its competitive advantage in the world.

DISCUSSION

In the research, the participants stated that global fashion brands that they are supplying have established
their digital platforms and it is a must for their suppliers to engaged those platforms from sample to
delivery stage. Therefore, Turkish textile and clothing SMEs have to develop skills to learn digital
technologies, in order to continue supplying to those global companies (Divrik et al., 2022). The
participants said that; fax and attending fairswere the main tools for market research however, after
digitalization the process has became too easy as they can make market research online. While
emphasizing the importance of digitalization in the internationalization process, the participants also
added that network relations and pricing is as much as important like digitalization. Among the similar
studies examining the relationships between digitalization and internationalization in the literature, the
research of Denicolai et al. (2021) has shown that artificial intelligence preparation positively affects the
international performance of SMEs. Huynh et al. (2020) examined the effects of artificial intelligence,
which is a part of digitalization, on the internationalization of the banking and financial sector. In his
research, Westerlund (2020) found that it is not necessary but sufficient for SMEs to invest in the use of
technology for their successful internationalization, but also that they need to develop a range of
managerial capabilities through partnership, customer relations and business process management. In
their research (2022), Reim et al. analyzed the solutions of the business model challenges associated with
digitalization, the internationalization of SMEs and they identified and matched digitalization activities
with the business model challenges that SMEs face when trying to operate in international markets.
Dethine et al. (2020) have identified digitalization as a key enabler of internationalization in their
research. In his qualitative research, Mendes (2021) analyzed the relationship between digitalization and
internationalization on multinational supply chains in the context of Brazil. As a result of his research, he
stated that new dynamics emerged in global value chains triggered by digitalization. On the other hand,
the participants believe that digital technologies are not enough for digitalization and they stated network
relations, pricing and customer relations are also very important. The research of Niemand et al. (2020)
also revealed that technological innovation is not enough for internationalization. Li et al. (2018) stated
that strategy is more important in SMEs’internationalization rather than the digital transformation of the
companies. Neubert (2018) and Ojala et al (2018) also declared in their studies that companies should not
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expect a positive development in internationalization through digitalization without focusing on the
interrelated factors. It is very clear that, digitalization will be one of the major actors in the process of
internationalization, but there is a doubt whether it will be enough on its own for the SMEs in the Turkish
textile and clothing industries. As digitalization enables SMEs to compete with multi-national companies
in the international market seven with their limited financial resources. In order for SMEs to be successful
in the internationalization process, they need to analyze the target markets well with the help of digital
technologies by giving due importance to strategy management and develop country-based strategies
according to these analyzes.

Research Limitations

The main limitation of the research is; it is only limited to Turkish textile and clothing industries. The
research should be conducted among other manufacturing and service industries which are mainly export-
oriented.

Managerial Implications

In the SMEs literature there are very few researches that analyze the relationship between digitalization
and internationalization. In the light of this research, the Turkish textile and clothing SMEs should focus
on learning digital technologies and those abilities will accelerate the internationalization process of those
SME:s positively.
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