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DIGITAL MARKETING AGENCIES’ INTERNATIONALIZATION 

PATHWAYS: A VIEW OF AN INTERMEDIARY ON THE PROCESS AND 

INTERNATIONALIZATION BARRIERS 

Draskovic, Nikola1; Markovic, Milivoj2  

1Faculty of Economics and Business, University of Rijeka, Croatia  

2International Business Department, RIT Croatia, Zagreb, Croatia  

ABSTRACT 

Business internationalization is usually time-consuming process that requires a significant 

amount of resources. Traditional theories describe internationalization as a process where 

companies slowly expand their operations to the “closest” markets, gradually increasing their 

internationalization commitment over time. With the deployment of new business models, 

usually backed by development and implementation of various Internet based technologies, a 

new type of rapid internationalization pathway emerges. Labeled as “born globals”, companies 

following this pathway seek internationalization opportunities since their inception. During 

the internationalization process, companies face various barriers. While the research studies 

provide certain insight into the internationalization barriers that affect larger enterprises, the 

context of born globals is not that much investigated. The purpose of this study is to shed some 

light on the internationalization barriers among born globals. As the selected research method, 

two in-depth interviews with industry professionals in order to investigate common 

internationalization barriers among digital agencies. Some of them are external and mostly 

related to the lack of market information. Internal barriers are usually related to the productive 

capacity, available funds, manager’s uncertainty and low level of risk accepting. Therefore, 

digital agencies follow different internationalization pathways. Although they base their 

business on the Internet, they are not necessarily highly internationalized and, in some cases, 

follow gradual approach with lower market commitment. Agencies with more resources and 

good ties on international markets tend to internationalize their business at higher pace. While 

being exploratory, this paper provides guidelines for further research of the rapid 

internationalization phenomenon among digital marketing agencies. 

Keywords: internationalization, Uppsala model, stage model, born global, internationalization barriers, 

digital marketing, advertising agency. 
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INTRODUCTION  

The purpose of this paper is to provide certain insights into the internationalization process among 

digital marketing agencies. Specifically, this paper has two main objectives. First of all, common 

internationalization patterns among digital marketing agencies are investigated in order to be 

compared with the specifics of the two opposing internationalization theories. While the preliminary 

study (Draskovic, Markovic and Hruskar, 2017) indicates rapid internationalization pathways quite 

common among digital marketing agencies, there are also cases with more conservative approach 

towards internationalization. Finally, this paper focuses on the detection of internationalization barriers 

among digital marketing agencies.  

Due to the nature of digital marketing agencies, Internet can be considered as the main catalyst for 

agencies’ internationalization. Since its commercialization in mid 1990s, the Internet has been 

considered as a crucial force shaping modern business landscape and providing both entrepreneurs 

and managers with vast opportunities for the development of new and innovative business models. 

The newly formed internet economy received big support of financial markets leading to an enormous 

financial bubble that resulted with a market crash in 2000 and massive bankruptcies among the so-cold 

dot-com companies (Berlin, 2008). Since then, a lot of things changed. Internet technology penetrated 

even further into economy and also our private lives, especially in its mobile form. In the late 2000s, 

social media became the “new internet” and new companies and business models emerged on the 

wave of digital transformation. Additionally, the Internet erased boundaries between countries and 

provided additional opportunities for internationalization for both existing businesses and start-ups. 

The internet brought a plethora of business opportunities for companies on a global scale. 

Traditionally, internationalization is being considered as an incremental and slow process that requires 

a lot of time and significant amount of resources (Johnson and Wahlne 1977; Bilkey and Tesar, 1977; 

Reid, 1981). Therefore, it was mostly attributed to the large-scale enterprises (LSEs), usually originating 

from economically developed western countries. On the other hand, the Internet acted as an equalizer 

of business opportunities removing geographical, economic and cultural barriers supporting small and 

medium-sized companies (SMEs) in their internationalization efforts, especially in the context of non-

western countries with the lower level of economic development.  

Theoreticians (e.g. Oviatt and McDougall, 1994; Gabrielsson and Kirpalani, 2004) noted existence of 

companies that do not follow traditional stages pattern of internationalization. Instead, their 

internationalization is rapid from inception and the Internet, usually, plays very important role in 

companies marketing efforts and daily operations. Additionally, the whole process has to be supported 

by the managers’ global mindset, which has positive impact on the internationalization efforts and 

performance (Miocevic and Crnjak-Karanovic, 2012). 
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Utilizing exploratory research methodology, this study mainly focuses on internationalization motives 

and barriers. Additionally, the study investigates digital marketing agencies’ internationalization 

modes comparing them with the two main theoretical approaches – Stage Model and Born Global. 

INTERNATIONALIZATION THEORIES 

Internationalization in general can be understood as “the process of increasing involvement in 

international operations” (Welch and Luostarinen, 1988, p. 84). Internationalization has been studied by 

scholars for decades and the wealth of research findings, with theories and models built on them, mark 

the evolutionary peculiarities of different times and conditions that existed, out of which many persist 

to date. Analyzing the literature, it is visible that theories of internationalization of firms can be 

generally divided into two main streams: stage models of gradual internationalization of firm and 

models of rapid internationalization that neither follows gradual approach in models of foreign market 

entries modes neither the gradual distance mode from domestic market (Caputo et al., 2016). 

Stage Model of Internationalization of Firms 

Early models and theories emerged from the efforts to systematically explain internationalization 

pathways of various firms through the 1970s. Among them, the Uppsala model or the Stage model 

(Johanson and Wiedersheim-Paul, 1975; Johanson and Vahlne, 1977; Johanson and Vahlne, 1990) 

attempted to explain internationalization pathways of Swedish firms particularly focusing on the 

choice of country to enter and choice of mode of entry. As the (Stage) model suggested, firms initially 

opt for entering the countries that are the “closest” to their home market (neighboring countries) and 

with the modes of entry that are the “simplest” ones (exporting). This approach minimizes the risk of 

failure by targeting countries that are “close” to home country across numerous variables. Most 

commonly researched variable that serve as distance indicators were geographical, institutional and 

cultural distance from the home country (Brewer, P. A. 2007). Stage model also suggests that firm will 

expand internationally at a different pace primarily depending on the size of their domestic market and 

the size of the company (Peng, 2013). Firms that grow faster will accumulate more resources to counter 

the liability of foreignness in an easier way, relying on abounded resources available. Evidence points 

to the fact that there is a positive relationship between company growth ambition and exporting 

(British Business Bank, ERC and Goldman Sachs, 2015). Also, firms that saturate their domestic market 

early on will tend to internationalize sooner as this presents their only way of growing within the 

industry they compete in. This reasoning adds additional layer of understanding within the Stage 

model of internationalization.  
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Internationalization decision is intertwined with the choice of entry mode. Companies choices among 

main types of entry modes have been explored extensively (Johanson and Wiedersheim-Paul, 1975; 

Johanson and Vahlne, 1977; Johanson and Vahlne, 1990; Hollensen, 2017). In essence we can 

differentiate between export modes, intermediate modes and establishment of foreign wholly owned 

subsidiary. Export modes require lowest financial and organizational commitment and bare relatively 

low risk. Therefore, it is usually the first step in the internationalization process, especially among 

SMEs. In case of export mode, companies can choose between two options: (1) export directly to foreign 

customers or (2) to export through an intermediary (Peng and York, 2001; Hollensen, 2017). In case of 

direct exporting, a company has sole responsibility for finding customers abroad and to organize 

deliveries. The role of intermediaries is to support exporting companies with relevant market 

information that can reduce uncertainties and related risks, and to perform whole or partial exporting 

function (Acs and Terjesen, 2013). However, this mode of entry might be adequate for the early stages 

of internationalization but it also has disadvantages that might negatively impact companies’ growth 

(Chintakananda et al. 2009). Intermediary is incentivized not to share all the information available and 

relevant to exporter with the exporter since this will most likely reduce his bargaining power in 

negotiation with exporter. Intermediate modes signal strategic success for the company and mark 

positive strategic development. Company commits larger resources to their international market(s) and 

often times expands geographical reach. Establishing wholly owned subsidiary in an essence marks the 

end point of internationalization as the difference between resource commitment between domestic 

and foreign markets essentially subside.  

Although Stage model received substantial empirical support and extensions, i.e. Makino and Tsang 

(2011) have expanded the traditional variables used to measure distance by discovering the link 

between historical ties between countries and FDI flows, limitations of the model were also pointed to. 

Hernández et al. (2018) pointed that family firms might have an opposite choice patterns vs. non-family 

firms regarding the international location choice when taking institutional distance into consideration. 

The Born Globals Theory 

While reporting on the fast internationalization phenomenon among Australian export firms, 

McKinsey study come up with the term “born globals” in order to emphasizes the speed of the process 

that traditionally requires quite significant amount of time (Rennie, 1993). The study made distinction 

between traditional domestic-based companies focused on domestic sales and born global, companies 

with most of their sales resulting from exports, among the higher-value-added manufacturing firms in 

Australia. As the study suggested, these small to medium-sized companies successfully competed 

against bigger, well-established companies. Oviatt and McDougall (1994) also described same 

phenomenon but they labelled it as an International New Venture (INV). According to them, INV is “a 
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business organization that, from inception, seeks to derive significant competitive advantage from the 

use of resources and the sale of outputs in multiple countries”. Knight and Cavusagil (1996) described 

born globals (or INVs) as often small and medium-sized enterprises (SMEs) with strong focus on 

information technology and with the global market vision. Crick (2009) distinguishes born globals and 

INVs, considering former as firms with global presence and commitment, while later are considered as 

internationalized firms with regional focus. To summarize, the aforementioned definitions emphasize 

the phenomenon of small and relatively small companies being active on global market, contrary to the 

more traditional views and theories describing only the LSEs as being capable of serving global 

markets 

In contrast to the traditional internationalization theories suggesting slow and gradual 

internationalization, such as the Uppsala model (Johanson and Wiedersheim-Paul, 1975; Johanson and 

Vahlne, 1977; Johanson and Vahlne, 1990), born globals usually skip lower commitment entry modes, 

while giving advantage to more advanced modes with higher commitment levels (Ferencikova and 

Hluskova, 2015). In addition, what distinguishes born globals from other start-ups is very rapid 

internationalization since their inception or soon afterwards (Moen and Servais, 2002; Chetty and 

Campell-Hunt, 2004). Furthermore, they are prone to quickly adopt internet-based sales channels 

(Gabrielsson and Gabrielsson, 2011), but also different types of hybrid distribution channels combining 

traditional means of distribution and internet (Hollensen, 2017).   

To be labeled as born globals, companies going through rapid internationalization also have to satisfy 

certain export ratio criteria. However, there is a lack of consensus among scholars about the portion of 

exporting activities that qualifies companies as born globals. According to one approach (Knight and 

Cavusgil, 1996; Knight, Madsen and Servais, 2004; Servais, Zucchella and Palamara, 2007) suggest their 

exporting activity should reach at least 25% of their revenues within three years since the firm’s 

inception. Other studies consider 25% being too low in the context of small economies (Madsen, 2013; 

Sleuwaegen and Onkelinx, 2014). Apparently, niche markets tend to be too small in such environments, 

rapidly pushing companies to search for similar market segments or niches within the global market, 

which significantly reduces their home market focus. Furthermore, companies residing within 

countries with small domestic markets are more prone to became born globals than companies with 

large domestic markets (Madsen and Servais, 1997). In a recent study by Choquette et al. (2017), 

analyzing a sample of 23,201 firms, average revenues from international activities were as low as 22%.  

There are also further inconsistencies among researchers when it comes to the number of markets a 

born global company has to serve. Crick (2009) describes born globals as firms with presence “in at 

least the world’s triad regions”. Traditionally, Japan, Western Europe and North America were 

considered as triad regions due to their high economic development and dominance in the world 
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economy until the late 1990s (Colinson, Narula and Rugman, 2017). However, with the rise of BRICS, 

Eastern Europe and Next eleven (N-11), the economic weight of triad regions declined making Crick’s 

definition obsolete. Other authors consider at least five markets as a threshold for a born global firm 

(Kuivalainen et al., 2012; Sleuwaegen and Onkelinx, 2014). Madsen (2013) and Sleuwaegen and 

Onkelinx (2014) imposed certain limitations to this approach adding additional criteria of being present 

in at least two regions, where one should be outside the EU (in case of EU firms). 

INTERNATIONALIZATION BARRIERS AND BORN GLOBALS  

The marketing literature recognizes various barriers that prevent companies to initiate the 

internationalization process. Some of the critical barriers are insufficient finances, lack of market 

information and connections, not sufficient productive capacity to cover international sales, and 

management focus on domestic markets (Hollensen, 2017). Furthermore, company related specifics 

such as home versus host region-orientation and the company’s industry, especially in the context of 

LSEs, has significant impact on the internationalization process and company’s performance (Ferraris, 

Bresciani and Del Giudice, 2016). The Uppsala model is basically built on an assumption that 

companies due to lack of market information follow the pathways of slow, gradual internationalization 

(Johanson and Vahlne, 1990; Hollensen, 2017). While the aforementioned internationalization barriers 

are commonly associated with LSEs, specifics of the born global internationalization pathway are 

determined by their business strategies and rapid internationalization (Luostarinen and Gabrielsson, 

2006). However, empirical research focused on specific internationalization barriers that interfere with 

born globals is rather limited (Danik and Kowalik, 2015). Or, the main actors of the rapid 

internationalization are seldomly aware of barriers, so there is not much to be investigated?  

Persons acting as founders of born globals and INVs are often characterized as overconfident persons 

with unreasonable optimism (Liesh, Welch and Buckley, 2011). Their behavior can be described as a 

mix of innovation, proactivity and risk or opportunity seeking (McDougall and Oviatt, 2000; Oviatt and 

McDougall, 2005). However, a study by Keupp and Gassmann (2009) reported a significant number of 

born globals that are not conscious or constrained by lack of knowledge about international markets or 

lack of experience. But it does not necessarily mean that born globals are more prone to risk. While a 

business activity may appear risky to a more established firm, an entrepreneur may perceive same 

activity as less risky (Simon et al., 2005; Janney and Dess, 2006). Furthermore, firms being in the 

preparation phase for internationalization, but still without any current international activities, may 

underestimate some barriers and overestimate others (Internationalisation of European SMEs, 2010).  

While studying entrepreneurial new ventures in New Zealand, Shaw and Darroch (2004) detected 

finance and cost-related factors as the main internationalization barriers among exporters and likely 
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exporters. On the other hand, non-exporters perceive firm size, lack of market knowledge and lack of 

experience as main barriers. A study by Luostrianen and Gabrielsson (2006) detected following 

categories of the so-called entrepreneurial challenges or barriers among born globals: 1) managerial 

challenges  - mainly  related to the limited experience of managers, their limited marketing and 

managerial knowledge, lack of focus and workable business and marketing plan, together with 

insufficient revenue; 2) R&D challenges - related to the high cost and long duration of R&D process; 3) 

sales and marketing challenges, caused by low investment and low focus on marketing and sale 

functions, together with delayed planning and implementation of marketing tasks; 4) financial 

challenges – caused by lack of money, high price of money, weak revenues due to low sales levels and 

penetration pricing. 

According to a study commissioned by European Commission (Internationalisation of European SMEs, 

2010), there are various internal and external internationalization barriers in the context of SMEs. 

Among internal barriers, respondents perceived price of firm’s products/services, high cost of 

internationalization, and product specification and quality as the most important. As external barriers, 

European SMEs consider lack of capital, lack of adequate public support and, of adequate information, 

and high transport cost or difficult transport related paperwork. In overall, respondents perceive 

higher importance and impact of external barriers in the context of non EU-EEA markets than in case of 

EU-EEA markets. 

RESEARCH DESIGN 

As the literature review revealed, the number of research studies dealing with the rapid 

internationalization of digital agencies is limited. While there are some studies approaching this topic 

from the SMEs perspectives and certain analogies can be drawn, born globals have their own specifics 

and require further investigation. This study aims to make an initial effort in revealing typical barriers 

born globals face while they internationally expand their activities. The study focuses on the specifics of 

the digital marketing agencies internationalization pathways. 

Due to the exploratory nature of this study, a qualitative research methodology has been selected as the 

most appropriate. As Golic and Davis (2012) suggest, a qualitative study provides deeper 

understanding of the researched phenomenon by providing more detailed information. The research 

method applied in the context of primary research is an in-depth interview. A total of two in-depth 

interviews were conducted during the second half of 2019. The interviewees were founders and 

managers of an online platform that performs intermediary services for both digital agencies and their 

potential clients. Although founded in Croatia in 2016 and having an additional office in Ireland, this 

platform is a global phenomenon providing services to over 6,000 agencies from 123 countries. While 
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helping digital agencies to internationalize their respective businesses, the platform itself went through 

a rapid internationalization qualifying itself as a born global. The interviewees can be considered as 

industry experts since they conducted a comprehensive market research of the digital marketing 

industry in order to develop their online platform. They also gained additional experience and market 

expertise in the past few years while they were promoting their platform on various online and offline 

events across the globe. 

RESEARCH FINDINGS 

As the interviewees reported, the impact of barriers on the digital marketing agencies 

internationalization efforts actually sparked the idea to form a start-up that will act as an intermediary, 

connecting agencies with their potential clients on the global market. As they noted, clients tend to 

search for agencies in their close neighborhood, in order to simplify and speed up the selection process. 

However, there are also some other reason why clients act like this: “Digital marketing industry is, 

actually, quite a local one. When searching for service providers, clients are usually searching for an 

agency within their geographic region. For example, a company in Los Angeles will always look for an 

agency in Los Angeles area. The clients usually don’t bother looking for agencies abroad. First of all, 

they have no information about good and reliable agencies from other countries. In addition, they 

probably have certain level of experience with some local agencies, although it sometimes means they 

also charge relatively high fees.” [Interviewee 1]; “I am sure some clients are aware that certain services 

cost less in some emerging countries, but they have no idea about the existence of, for example, some 

great digital agency in Bulgaria. Additionally, setting-up business relationship with a new service 

provider requires significant travelling abroad…which also generates extra costs.” [Interviewee 2]. 

When it comes to the internationalization pathways, interviewees noted existence of few different 

approaches. Some digital agencies tend to expand regionally by targeting neighboring countries and 

they try to find long-term international clients. These agencies are mostly motivated to internationalize 

due to domestic market saturation and relative productive overcapacity. Their internationalization is 

usually gradual, with just one or a few targeted markets. Limited internal resources, including 

manager's lack of knowledge about foreign markets. The other group of agencies, especially those from 

emerging and formerly emerging markets, target clients in western countries, especially in the US, UK 

and Germany. Although it sometimes means bridging significant geographical distances, the market 

potential of a distant country is mostly sufficient to employ the excess capacity, so there is no need to 

expand on additional markets. 

Agencies with occasional overcapacity tend to follow certain part-time internationalization model. Due 

to limited resources, they internationalize their business in times of excess capacity. When the local 
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clients provide them with sufficient number of projects, they refocus on domestic market and neglect 

international markets. On the other hand, some agencies dedicate most or even all of their capacity to 

serve international markets. This is quite common if an agency offers very specific type of digital 

marketing services where there is no local demand. 

Digital agencies from various countries face similar internationalization barriers. They have difficulties 

detecting and targeting clients abroad because of lack of reliable market information and no 

international ties. Sometimes, even language barriers can prevent them to target clients from specific 

countries. Furthermore, agencies are faced with certain internal obstacles: “To internationalize, an 

agency would definitely need dedicated staff and some marketing budget to search for foreign market 

opportunities. Google and LinkedIn can help. But, at the end of day, it is a time-consuming process and 

potential clients sometimes have a negative attitude towards unsolicited offerings they receive through 

digital channels.” [Interviewee 2]; “Sometimes, agency managers are not feeling confident to 

internationalize beyond their region, which comprises few countries within the EU, usually with the 

same or similar language. Since internationalization on a larger scale require more internal resources 

and more money to be spend while targeting potential clients, some managers are cannot accept the 

related risk.” [Interviewee 1]. 

When it comes to the potential obstacles in the relationship between an agency and a client, both being 

from different countries, there is also some general commercial risks, such as on-time payment for 

provided digital marketing services and on-time delivery by an agency. In some cases, both sides can 

be quite cautious about each other due to high perceived risk: “People, sometimes, tend to stereotype 

certain countries and regions of the world. Especially, if they have no previous experience or they have 

some bad experience from, form example, their holydays.” [Interviewee 2]; “Developing business 

connections on the global level takes time and there is always a certain amount of risk. An agency has 

to be sure to collect its money after delivering the service.” [Interviewee 1]. 

DISCUSSION AND CONCLUSION 

Although this study has certain methodological limitations, it managed to detect diverse 

internationalization pathways among digital agencies. Despite the advantages of modern technologies 

and various internet platforms, some agencies follow traditional pathways with gradual international 

expansion and lower market commitment. However, they do not necessarily follow nor transition 

through stages as described by the Uppsala theory (Johanson and Wiedersheim-Paul, 1975; Johanson 

and Vahlne, 1977; Johanson and Vahlne, 1990). Due to the lack of resources and perceived 

internationalization barriers, their internationalization efforts are somewhat limited.  
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On the other side, there are agencies dedicating most of their resources to the international clients. 

Their internationalization usually starts at their inception, since there is very limited demand for their 

specific services on the domestic market. Therefore, these digital marketing agencies can be considered 

as real born globals fulfilling all the relevant criteria outlined in the related studies, such as speed of 

internationalization, high commitment, export ratio and utilization of the Internet based technologies 

(Moen and Servais, 2002; Chetty and Campell-Hunt, 2004; Gabrielsson and Gabrielsson, 2011; 

Ferencikova and Hluskova, 2015). Additionally, some agencies internationalize occasionally, when 

faced with excess capacity. Although this type of part-time internationalization can be characterized as 

a low commitment approach typical for the Uppsala theory’s early stages of internationalization, the 

process itself can be quite rapid and include several foreign markets. Therefore, this hybrid approach 

also contains elements of the born globals theory and we can consider these agencies as part-time born 

globals. 

The research showed that there is a strong mindset about the market for digital marketing agencies 

being very localized, which represents one of the biggest internationalization barriers. This is probably 

legacy thinking from before internet era when geographical distance, as one of the forms of distance 

discussed earlier in the paper, served as a strong predictor of choices of particular digital agency. 

Furthermore, this could be also attributed to the lack of information about export markets, which is in 

line with some previous studies (Shaw and Darroch, 2004; Internationalisation of European SMEs, 

2010). 

As the noted successes of born global digital marketing agencies becomes more prominent the 

awareness of importance of expanding search distance when selecting digital marketing agency is most 

likely to grow as well. This will lead to reducing localization and increasing internationalization and 

globalization of the market for digital marketing agencies.  

Taking into consideration research limitations and implications, further research should explore the 

born globals phenomenon in order to provide additional insights from the perspectives of digital 

marketing agencies, especially about the perceived internationalization barriers and 

internationalization best practices. While there is a significant number of studies focused on rapid 

internationalization and born globals, the number of studies that cover internationalization specifics of 

digital marketing agencies is quite limited. Furthermore, future studies should also address some of the 

methodological shortcomings of this study. Considering the sample size, it can be hardly said that 

results here present robust findings. Future studies need to expand the sample size, not just in quantity 

of digital marketing agencies surveyed but also in terms of their expanded geographical scope. Also, 

one important avenue of research is to compare the observations discovered and presented in this 

study across other areas of business, not just across digital marketing field. There are for sure valuable 
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discoveries to be made and learning opportunities to be explored by looking at globalizations patterns 

of born global start-up companies from other areas of business. 
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