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ABSTRACT

Economic globalization and the increased flow of goods, services, and capital do not
only imply new possibilities from the environment, but also new strategic challenges
for companies. If a company wants to survive and remain active on the market, it is
necessary to expand business activities outside the borders of the mother country
i.e. to begin the process of internationalization. There are many modes of interna-
tionalization, from those referred to as trans-border (or trans-regional) business op-
erations, those are usually exporting activities, to sophisticated forms that include
the activity of founding and taking over foreign companies, technology transfer and
other skills and strategic alliances where companies pursue common interests on the
global market. If business internationalization is a form of measure of strategic suc-
cess in relatively unfavorable conditions, then it is relevant to put forward the prop-
osition that business internationalization of the companies in Croatia is the result of
developed technological capabilities. Since capabilities are generally seen as prereq-
uisites for expanding business operations, it is not surprising that technological ca-
pabilities are considered dominant determinants of the level of internationalization
of a company’s business activities. The paper addresses interrelationships among
technological capabilities measured through investments in technology, investments
in research and development, the frequency of introduction of new products and
technological solutions and business internationalization defined in its narrow sense
as exporting activities and trans-border sales made by Croatian companies. Primary
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research has been conducted on the companies in the Republic of Croatia by the use
of a questionnaire (the companies that realize the export share of over 50% in the
total income).

KEYWORDS: competitive advantage, export, internationalization, technological
capabilities

1. INTRODUCTION

Business internationalization and globalization are processes that have spread
to all the aspects of human life in the last centuries of our civilization.! Since
the middle of the 15" century and first colonial conquests that had global aspi-
rations in creating monopole in trade in spices and other precious commodities,
to the last century and gradual development of the global economy. Business in-
ternationalization is necessary because it helps reduce the production costs and
the costs of the product placement, better quality and the economies of scale.?
Empirical evidence suggests that recession will have a negative influence on the
companies in times of economic stagnation. On the other hand, during those
periods, companies intensify their export activities trying to find their opportu-
nities on the foreign markets. Increasing the level of internationalization should,
according to credible propositions, improve the business because it enables the
optimization of the costs/benefits of internationalization and increases its effi-
ciency.’ In the context of opening the borders and boosting international trade,
many companies, especially small and medium-size, do not constitute the ma-
jority of all the potentials in the foreign markets, be it for the lack of motivation,
or for capabilities and/or human or financial resources. Enhancements in infor-
mation and communication technologies, reduction of the costs of transport,
lowering the trade barriers and advancement in production technologies enable
the development of new global production networks, whereby the production
can be divided into different phases and be performed in different places. The
production trend that implies “splitting” the chain of value changes the struc-
ture of international trade, so it becomes more integrated.*

I Martens, P, Caselli, M., De Lombaerde, P., Figge, L., & Scholte, J. A. (2015). New direc-
tions in globalization indices. Globalizations, 12(2), 217-228.

2 Jenkins, R. (2013). Transnational Corporations and Uneven Development (RLE Interna-

tional Business): The Internationalization of Capital and the Third World. Routledge.

3 Singla, C., George, R. (2013). Internationalization and performance: A contextual analysis
of Indian firms. Journal of Business Research, 66 (12), 2500-2506.

4 Fontagné, L., Fouré, J., & Keck, A. (2017). Simulating world trade in the decades ahead:
driving forces and policy implications. The World Economy, 40(1), 36-55.
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2. THE THEORETICAL FRAMEWORK OF A COMPANY’S
BUSINESS INTERNATIONALIZATION AND TECHNOLOGICAL
CAPABILITIES

2.1. THE TERM AND DEFINITION OF INTERNATIONALIZATION

Internationalization is a natural direction in the development of successful
companies, some of which will become truly global. On the other hand, mod-
ern tendencies show how companies can be “born internationalized”, which
shows that the trends of globalization have gone far at the dawn of the 21* cen-
tury. Modern business implies a dynamic environment i.e. continual suspense
and unpredictability. Therefore, internationalization is crucial, because if a
company depends solely on the domestic market, it might not survive.® There
are many definitions of business internationalization. Internationalization is a
process where a company strives to achieve a better position inside many net-
works that exist on the international market.® Internationalization can also be
defined as the growth and development of international markets.” The degrees
of internationalization are established in many ways: with the absolute or rela-
tive evaluation of quantitative indicators (the number of countries the compa-
ny deals with, sales, asset, the number of employees involved in international
activities, etc.) and the qualitative indicators. It is necessary to point out the
difference between the degree of internationalization that measures the share
in the sales outside the domestic market and the degree of globalization that
measures the share in the sales outside the continent. The process of interna-
tionalization can be expensive and long-lasting, and it is, therefore, necessary
that companies be flexible and innovative to prepare as well as possible for the
business demands on the international market.® Business internationalization
is not just a matter of using the possibilities of new markets, but rather of pro-
tecting the present activities from the global competitors.” Internationalization

5 Tornroos, J., Halinen, A., Medlin, C. J. (2017). Dimensions of space in business network

research, Industrial Marketing Managemen, Vol. 61, pp. 10-19.

¢ Schweizer, R., Vahlne, J. E., Johanson, J. (2010). Internationalization as an entrepreneurial
process. Journal of International Entrepreneurship, 8 (4), 343-370.

7 Zucchella, A., Siano, A. (2014). Internationalization and innovation as resources for SME

growth in foreign markets: A focus on textile and clothing firms in the Campania region. In-
ternational Studies of Management & Organization, 44 (1), 21.

8 Roy, A., Sekhar, C., Vyas, V. (2016). Barriers to internationalization: A study of small and

medium enterprises in India. Journal of International Entrepreneurship, Vol. 14, No. 4, pp.
513-538.

9

Rialp, A., Rialp J, Knight, G. (2005). The phenomenon of early internationalizing firms:
what do we know after a decade (1993-2003) of scientific inquiry? International Business
Review, 14, 147-166
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can come in different forms: from export to global companies. Every mode of
internationalization means overcoming narrow national framework in the busi-
ness game, accepting the global stage as the scene for competitive battle and
building competitiveness that will not be bounded and framed by national pol-
icies. Export presents one of the most important factors of the development of
global and national economies. The companies that are going through the early
stages of conquering foreign markets often use it as the basic form of entering
international markets. With export, there is no investment in production and
other capacities in the foreign country i.e. all investments and costs are related
to the coordination between the exporting company, the importer, the transport-
er and the government institutions.'” Exporting activities usually require new
capabilities and directing organizational resources towards adequate manage-
ment of export transactions. Optimal knowledge of markets and the capability
of integrating information are crucial for business internationalization."" Due
to the lack of direct contact with foreign buyers, the exporter can make the
wrong assessment on the possibilities and threats or do not gain the knowl-
edge necessary for successful market business. Internationalization allows the
development of the right products to satisfy the clients’ needs and avoid poten-
tial harmful competition that lies in big multinational companies. Contact with
clients facilitates faster internationalization and business success depends on
the development of specific knowledge about the market. In a company whose
managers possess international experience, the process of acquiring knowledge
has a positive influence on internationalization. Companies need skills and ac-
cess to resources to be competitive in international markets.'?

2.2.TECHNOLOGICAL CAPABILITIES

Technological capabilities are characteristic of successful global companies
and are an important strategic resource that enables competitive advantage
within an industry; this is particularly true for industries with high technologi-
cal intensity. Companies with better technological competencies are definitely
more innovative and therefore more successful in the markets where innova-

10 Cavusgil, S.T., Knight, G., Riesenbergert, J.R., Rammal, H.G., Rose, E.L. (2014). Interna-
tional business. Pearson Australia.

' Kyvik, O., Saris, W., Bonet, E., Felicio, J.A. (2013). The internationalization of small
firms: The relationship between the global mindset and firms’ internationalization behavior,
Journal of International Entrepreneurship, 11 (2), 172-195

12 Felicio, J. A., Caldeirinha, V. R., Ribeiro-Navarrete, B. (2015). Corporate and individual
global mind-set and internationalization of European SMEs. Journal of Business Research, 68
), 797-802
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tion is the basis for competitive rivalry. Companies with high technological
capabilities can realize more profit by developing strategies based on inno-
vations, as well as achieve higher differentiation by inventing and launching
new products according to the expectations and needs on the market that is
dynamic and fast-changing.”® Technological capabilities are a force that drives
innovations and which consists of technological knowledge, “trade secrets” of
the company, knowledge gained from research and development and other in-
tellectual ownership related to technology.” Technological capabilities imply
skill in performing any relevant technical function or activity in the company,
including the capability for developing new products and processes and effi-
cient management of the facilities."” It can be said that technological capabil-
ities are a set of skills that a company possesses and uses to build and take
advantage of various technologies and systems and include research and de-
velopment, production and integrated capabilities.'® A company that possesses
technological capabilities can improve the existing technology and create and
implement new technologies.”” Also, companies are more and more relying on
technology that would establish a competitive position on the global market.!®
Technological capabilities are a continuous process of creating or adopting
technological knowledge from the interaction with the environment and accu-
mulation of skills and knowledge that the company has procured.” The very
act of buying technology does not mean that the company owns technological
capability. A company needs to accumulate resources and capabilities that will
enable it to have more developed technological capabilities than its compet-
itors. Companies are slowly developing their technological capabilities and
therein lay the limitations: they have to do what they already know, and this
means that there is a real, but cognitive limitation of what the company is able

3 Ortega, M.J.R. (2010). Competitive strategies and firm performance: Technological capa-

bilities moderating roles, Journal of Business Research, 63, 1273-1281.

4 Hsieh, M.-H., Tsai, K.-H. (2007). Technological capability, social capital and the launch
strategy for innovative products, Industrial Marketing Management, 36, 493-502.

5 Teece, D. J. (2009). Dynamic Capabilities and Strategic Management, Oxford: Oxford
University Press

16 Zahra, S.A., Neubaum, D.O. and Larraneta, B. (2007). Knowledge sharing and technological
capabilities: the moderating role of family involvement, Journal of Business Research, 60, 1070-9.
" Ho, Y.C., Fang, H.C., Lin, J.F. (2011). Technological and design capabilities: is ambidexter-
ity possible?, Management Decision, 49 (2), 208-225.

18 Griffith, D. A., Kiessling, T., & Dabic, M. (2012). Aligning strategic orientation with local
market conditions: Implications for subsidiary knowledge management. International Market-
ing Review, 29(4), 379-402.

19 Madanmohan, T., Kumar, U., Kumar, V. (2004). Import-led technological capability: a com-
parative analysis of Indian and Indonesian manufacturing firms. Technovation, 24, 979-993.
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to do. It is a well-known fact that specific technological capabilities of a com-
pany are a basis for the creation of a competitive position on the internation-
al market.’ Specific technological capabilities enable a company preferential
access to the markets and they are a means that generates profit.?! Companies
with highly developed technological capabilities enter foreign markets more
successfully and simply and they increase the share and dispersion of their in-
ternational sales. Moreover, a company that operates on international markets
gains relative advantage on the domestic market regarding their opportunities
for development and advancement of technological capabilities.?> Companies
that have developed technological capabilities have considerable potential
for expansion and spread their activities relatively fast outside their domestic
market.” Likewise, companies that build their advantage on quality can have
considerable benefits from the development of technological capacities, while
the quality is relatively less important for companies with low technological
intensity. It is necessary that technological intensity has a negative influence on
the result of companies that rely on the business strategy of the cost advantage.
This is contrary to the intuitive view of how high technology reduces the costs
of business and makes the basis for the cost strategy.?*

3. METHODOLOGY

The research instrument for the interrelation of technological capabilities and
business internationalization was a highly structured questionnaire on export-
ing companies in the Republic of Croatia (the companies that realize the export
share of over 50% in the total income). The questionnaire consisted of various
statements and multiple-choice questions. The respondents had to mark their
level of agreement or disagreement with the statement and the level of agreement
with a statement was measured with a Likert scale. The points on the scale i.e.
possible answers were marks from 1-7, where 1 equals complete disagreement
and 7 equals complete agreement with the statement. The questionnaire was

20 Buckley, P.J., Hashai, N. (2014). The role of technological catch up and domestic market
growth in the genesis of emerging country based multinationals, Research Policy, 43, 423-437.

2L Lin, Y.H., Tseng, M.L., Chiu, A.S.F,, Geng, Y. (2013). Performance evaluation of techno-
logical innovation capabilities in uncertainty, Scientific Research and Essays, 8 (13), 501-514.

2 Doz, Y. L., Santos, J., Williamson, P. (2001). From global to metanational: How compa-

nies win in the knowledge economy. Boston, MA: Harvard Business School Press.

3 Caves, R. E. (2007). Multinational enterprise and economic analysis. New York, NY:

Cambridge Univ Press.

24

Prajogo, D.I., McDermott, C.M., Jayaram, J. (2014). The role of technological intensity in
services on the capability to performance relationships — An examination in the Australian
context. Journal of Engineering and Technology Management, 31, 58-72.
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filled out by 113 companies i.e. the response rate was 22%. Since the questions
were not mandatory, the number of answers varied according to the variable.
Out of the total of 113 companies from the sample, 28 belong to the metal in-
dustry and the least represented companies are from the electronics industry,
construction, processing, and packaging industry. The respondents stated the
most important reasons for internationalization: the company’s expansion fol-
lowed by the launching of unique products, gaining new knowledge, unsatisfied
international demand and the similarities between the markets. 64 companies
claimed they had used a strategy that implies exploitation of narrow market seg-
ments, the strategy of differentiation has been used by 58 companies and 20
respondent companies have achieved the cost advantage. There are other reasons
for internationalization listed by the respondents: the domestic market being too
small and the managers possessing the knowledge for operating on the foreign
markets. There is a great difference among the respondents regarding the speed
of internationalization. 31 companies conducted internationalization quickly and
without partners. 25 companies had help from a partner and also entered the
market quickly, and 23 companies went through all the phases of internation-
alization: they first entered a single international market and their internation-
alization was pursued gradually and independently. 17 companies, on the other
hand, entered the international market gradually, but with the help of a partner,
and 9 companies were born global. The percentage of foreign ownership in these
companies accounts for 18%. The average number of years in business is 25
years, out of which 19 years on the foreign markets. The respondents declared
the share of exporting revenue of 81%, 19% average return on sales and the av-
erage revenue growth rate of 7% on average. This sample was used in the paper
Interdependence of Managerial Capabilities and Business Internationalization
where the influence of managerial capabilities on exporting activities of Croatian
companies i.e. business internationalization was investigated.

3.1. RESULTS

In the empirical part of the research paper, the impact of technological capa-
bilities on the level of business internationalization was investigated (defined
in the narrow sense as exporting activities and trans-border sales generated
by Croatian companies). Technological capabilities were measured through
four variables: investment in technology, investment in research and develop-
ment on an annual basis, frequency of introducing new products and techno-
logical solutions. The variable that represents technological capabilities i.e.
the investment in technology is derived as the result of the arithmetic mean
of five different questions measured by the Likert scale (1. The average level
of investment in the facilities and equipment of our company in the last five
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years is significantly higher than that of our regional competition (y= 4.69), 2.
Our company uses advanced technology to develop new products (y= 5.52), 3.
Our products are technologically competitive in relation to our regional com-
petitors (u= 5.81), 4. Our products’ prices are competitive in relation to our
regional competitors (= 5.59), 5. We are among the first to introduce new
technology on the market (y= 5.22). The ranking of the values for investment
measures in technology can be seen in Picture 1.

Picture 1. Average investments in technology.

Our products are
technologically competitive
in relation to our regional...

— The prices of our
products are
competitive in
relation to our
regional
competitors

The average level
of investments in
the facilities and
equipment in the
last five years is 0,00
considerably higher
than that of our
regional
competitors

Our company uses

advanced
—— We are among first technologies to
to introduce new develop new
technologies products

Source: authors’ calculation.

Prior to defining the regression model, the regression coefficient correlation
matrix between individual questions, their correlation with the variable which
represents the overall investment in technology and the correlation of individual
questions with the overall level of internationalization were calculated (Table 1).

It can be observed that the variable that measures the overall investment in tech-
nology has the highest degree of correlation with the variable that represents
the technological level of competitiveness in relation to the regional competi-
tors (.876; .000) and the advanced technology for product development (.826;
.000). The lowest correlation was determined for the price competitiveness in
relation to the regional competitors (.638; .000). All the questions that measure
investment in technology have a significant correlation with the level of business
internationalization besides the average level of investments in the facilities and
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equipment over the last five years in relation to their regional competitors (.184;
.058). The highest degree of correlation of the level of business internationaliza-
tion was established for advanced technology in the development of new prod-
ucts (.560; .000). With the significance level of 5%, the overall investment in
technology significantly correlates with the level of business internationalization
(.547; .000). It is important to note that average investment in the facilities and
equipment over the last five years in relation to regional competitors does not
significantly correlate with the level of business internationalization (.184: .058).

Table 1. The correlation matrix of investments in technology and business inter-

nationalization.
1 2 3 4 5 6 7
The average level of investment in
the facilities and equipment of our
company over the last five years
is significantly higher than that of
our regional competition.
Our company uses advanced P | .539"
technology to develop new S | .000
products. N| 113
Our products are technologically | P | .368 | 743"
competitive in relation to our S | .000 | .000
regional competitors. NI 112 | 112
Our products’ prices are compet- | P | .089 | .420™ | .631"
itive in relation to our regional S| 349 | .000 | .000
competitors. N| 113 13 12
We are among first to introduce | P | .405™ | 468" | .634™ | .448™
new technology on the market. S| .000 | .000 | .000 | .000
N| 113 | 113 | 112 | 113
INVESTMENT IN P | .650" | .826™ | .876™ | .638" | .790™
TECHNOLOGY S [ .000 | .000 | .000 | .000 | .000
N| 13 | 113 | 112 | 113 113
LEVEL OF BUSINESS P | 184 |.560™ | 517" | 434™ | 355" | .547"
INTERNATIONALIZATION | s | 058 | .000 | .000 | .000 | .000 | .000
N| 107 | 107 | 106 | 107 | 107 | 107
** significance of correlation p<0.01
* significance of correlation p<0.005

Source: authors’ calculation.
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The second variable represents technological capabilities i.e. the frequency
of introducing new products and it is derived as the arithmetic mean of three
individual questions measured with the Likert scale (1. The number of new
products or services our company has introduced over the last five years is
significantly higher than that of our regional competition (x= 5.08), 2. The
number of redesigned and advanced products or services our company has
introduced in the last five years is significantly higher than that of our regional
competitors (= 5.08), 3. The number of projects for introducing new prod-
ucts or services launched by our company in the last five years is significantly
higher than that of our regional competitors (u= 4.69)). The ranking of the
frequency of introducing new products can be seen in Picture 2.

Picture 2. The frequency of introducing new products.

The number of products or
services our company has
introduced in the last five years is
considerably higher than that of
5,08 our regional competitors

The number of projects for
introduction of new products

The number of redesigned and
or services in the last five advanced products or services
years is considerably higher in the last five years is
than that of our regional considerably higher than that
competitors of our regional competitors

Source: authors’ calculation.

The final variable that represents the frequency of introducing new products
has the highest degree of correlation with the number of projects that aim at
introducing new products (.879; .000), while the lowest correlation was es-
tablished for the number of new products or services introduced in the last
five years (.822; .000). With the significance level of 5%, the frequency of
introducing new products significantly correlates with the level of business
internationalization (.326; .001). The highest level of correlation of business
internationalization was established for the number of the launched projects
(.265: .006) (see Table 2).
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Table 2. The correlation matrix of the frequency of introducing new products
and business internationalization.

1 2 3 4 5
The number of new products or services | P
our company has introduced in the last S
five years is significantly higher than N
that of our regional competition.
The number of redesigned and advanced | P | .532"
products or services our company
has introduced in the last five years is S| 000
significantly higher than that of our N | 113
regional competitors.
The number of projects for introducing | P | .557" | .631"
new products or services launched by
our company in the last five years is S| 000 | .000
significantly higher than that of our N | 113 113
regional competitors.
FREQUENCY OF INTRODUCING P | .822" |.834™ | .879"
NEW PRODUCTS S | 000 | .000 | .000
N | 113 113 | 113
LEVEL OF BUSINESS P | 2657 | 224" | 332" | .326™
INTERNATIONALIZATION S 006 | .021 | .000 | .001
N | 107 107 | 107 | 107
**significance of correlation p<0,01
*significance of correlation p<0,005

Source: authors’ calculation.

The third variable represents technological capabilities i.e. technological solu-
tions and it is the result of the arithmetic mean of the individual questions
measured with the Likert scale (1. Our company invests considerably more in
purchasing new technological solutions than our regional competitors (y= 4.3),
2. Our company invests considerably more in the development of technologi-
cal discoveries and patents than our regional competitors (y#= 2.45)). The rank-
ing of the values for technological solutions and the investment in research and
development can be seen in Picture 3.
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Picture 3. Technological solutions and investments in research and development.

Our company invests considerably
more in the purchase of ready-
made technological solutions than
our regional competitors

15,00

10,00
e Our company

invests considerably
more in the
development of
technological
inventions and
patented technology
. than our regional
Investments in competitors
research and
development

Source: authors’ calculation.

Table 3. The correlation matrix of technological solutions and business interna-

tionalization.
1 2 3 4
Our company invests considerably more in P
purchasing new technological solutions than our | g
regional competitors. N
Our company invests considerably more in the | P | -.032
development of technological inventions and S| 739
patents than our regional competitors. N| 113
TECHNOLOGICAL SOLUTIONS P | .730" | .660™
S| .000 | .000
N| 113 113
LEVEL OF BUSINESS P| -.126 | .397" | .185
INTERNATIONALIZATION s| 197 | 000 | 057
N| 107 107 107
**significance of correlation p<0,01
*significance of correlation p<0,005

Source: authors’ calculation.
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The correlation of the final variable with the investment in the ready-made
technological solutions is r=730 and p=000, while the investment in the de-
velopment of technological inventions and patented technologies is r=660 and
p=000. With the significance level of 5%, the technical solution variable does
not significantly correlate with the level of business internationalization (.185;
.057), while the highest level of correlation is established for the investment in
the development of technological inventions and patented technologies (.397:
.000) (see Table 3).

The correlation matrix of technological capabilities and business internation-
alization shows the level of correlation of the dependent variable with all the
independent variables of the first auxiliary hypothesis where it is visible that
there is a significant correlation between the investments in technology (.547:
.000), investments in research and development (.467: .000) and the frequency
of introducing new products (.326: .001), while it is no significant correlation
with the technological solutions variable (.185: .057) (see Table 4).

Table 4. The correlation matrix of technological capabilities and business inter-
nationalization.

INVESTMENT IN TECHNOLOGY
INVESTMENT IN RESEARCH AND 408"
DEVELOPMENT 000
111
FREQUENCY OF INTRODUCING 4327 | 2437
NEW PRODUCTS 000 | .010
113 111

TECHNOLOGICAL SOLUTIONS 071 | -.029 | .157
452 | 762 | .096
113 111 113
5477 467 | 3267 | 185
.000 | .000 | .001 |.057

107 | 105 | 107 | 107

LEVEL OF BUSINESS INTERNATION-
ALIZATION

Zlwnlg|lZzlnw|w|Z|lw|w|Zlwn|T|Z|lwn| T

**significance of correlation p<0,01
*significance of correlation p<0,005

Source: authors’ calculation.
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Following the correlation analysis, the initial regression model has defined
whose dependent variable represents the level of internationalization where all
the above-mentioned variables that represent technological capabilities enter
the model as independent variables. In order to annul the problem of autocor-
relation and heteroscedasticity of variance, HAC correction was applied. The
administration of the VIF (Variance Inflation Factors) test showed that there is
no problem of multicollinearity of the independent variables. The initial model
that consists of four independent variables can account for 43% of the total
correlation. Out of four variables that represent technological capabilities, the
variables representing the frequency of introducing new products and techno-
logical solutions were not statistically significant (.51; .15) (Table 5).

(Explanation of the symbols from the tables — I — business internationalization,
UUT - frequency of introducing new products, IR — investment in research
and development, NP — frequency of introducing new products, TR — techno-
logical solutions)

Table 5. The initial regression model of technological capabilities and business
internationalization.

Dependent Variable: 1

Method: Least Squares

Date: 05/19/15 Time: 17:33

Sample (adjusted): 1 107

Included observations: 105 after adjustments

HAC standard errors & covariance (Bartlett kernel, Newey-West fixed
bandwidth = 5.0000)

Variable Coefficient | Std. Error t-Statistic Prob.

C 30.75900 14.95513 2.056752 0.0423

UUT 1.332470 0.517178 2.576425 0.0114

IR 0.334325 0.110718 3.019620 0.0032

NP 0.331921 0.502548 0.660477 0.5105

TR 0.625216 0.438229 1.426687 0.1568

R-squared 0.434186| Mean dependent var 80.88571

Adjusted R-squared 0.411553| S.D. dependent var 14.68471

S.E. of regression 11.26468 | Akaike info criterion 7.727669

Sum squared resid 12689.30 | Schwarz criterion 7.854048

Log likelihood -400.7026 | Hannan-Quinn criter. 7.778881

F-statistic 19.18412| Durbin-Watson stat 0.870714

Prob (F-statistic) 0.000000 | Wald F-statistic 6.170374
Prob (Wald F-statistic) 0.000177 |

Source: authors’ calculation.
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Since the variables representing the frequency of new products and techno-
logical solutions were insignificant, the final model comprises only two inde-
pendent variables: investment in technology and investment in research and
development. The coefficient of determination which represents the interpre-
tation of the model is 42%. The investment in technology variable has the
positive coefficient (1= 1.48), while the coefficient of the second variable i.e.
investment in research and development is set at 2= 0.31 (p= 0.00) (Table 6).

Table 6. The final regression model of technological capabilities and business
internationalization. Source: authors’ calculation.

Dependent Variable: I

Method: Least Squares

Date: 05/19/15 Time: 17:36

Sample (adjusted): 1 107

Included observations: 105 after adjustments

HAC standard errors & covariance (Bartlett kernel, Newey-West fixed
bandwidth = 5.0000)

Variable Coefficient | Std. Error t-Statistic Prob.

C 35.84058 14.79394 2.422653 0.0172

uuT 1.488133 0.499747 2977775 0.0036

IR 0.329401 0.105374 3.126006 0.0023

R-squared 0.420057 | Mean dependent var 80.88571

Adjusted R-squared 0.408685| S.D. dependent var 14.68471

S.E. of regression 11.29210| Akaike info criterion 7.714239

Sum squared resid 13006.17 | Schwarz criterion 7.790066

Log likelihood -401.9975| Hannan-Quinn criter. 7.744966

F-statistic 36.93963| Durbin-Watson stat 0.857636

Prob (F-statistic) 0.000000 | Wald F-statistic 11.48558
Prob (Wald F-statistic) 0.000032 |

Source: authors’ calculation.

Based on the set regression model, it can be concluded that technological ca-
pabilities have a positive influence on the level of business internationalization.

4. CONCLUSION
By relying on business internationalization, there arises the potential for cre-

ating new work positions, for increasing the gross product, rebalancing the
balance sheet, through gaining new knowledge and technologies and final-
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ly, boosting competition, especially in the post-industrial society of our time.
Following this, we conclude how export represents one of the most import-
ant leverages of economic growth and development of a country. Furthermore,
developed technological capabilities can contribute to achieving successful
technological and production innovations that lead to higher employment, in-
vestment and profit rates. Testing the influence of technological capabilities on
the level of internationalization of a company has proved that technological
capabilities measured with the number of newly introduced products and tech-
nological solutions were of no significance. On the other hand, investment in
technology and investment in research and development are significantly con-
nected to business internationalization. The model that interprets the level of in-
ternationalization as the result of technological capabilities can account for 42%
of the overall deviations. Investment in technology and research and develop-
ment have a positive influence on the level of business internationalization and
the values are $1=1.48 (p=.00) and [32=0.31 (p=.00) respectively, which proves
that technological capabilities have a positive influence on business internation-
alization. Low and medium-low technologically complex products make up for
even 77% of Croatian export. This share is higher only in Latvia, Lithuania,
and Cyprus. The sector employs 84% of the workforce which mirrors its role in
the prevention of employment loss. Export grew by 16% in the last year. Most
export is performed by the processing industry (40 % of the profit is generated
from export), and then follow the transporting and warehousing industry (30 %)
and the administrative and the supporting service activities (25 %). Although
we are witnessing somewhat better results in the export of goods and services
(the growth in the last five years has been between 3 and 16%), it should be not-
ed that it differs considerably from the growth in wealthier and more developed
countries. If we are relatively quick in framing adequate industrial policy, we
can be moderately optimistic. By continuously working on improving techno-
logical capabilities, Croatian companies can steer the economy towards highly
elaborate products, innovations and added value, ensuring long-term compet-
itiveness, employment and development of the Croatian economy in general.
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