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ABSTRACT 

Hungarian construction materials manufacturers face complex challenges in balancing 

internationalisation and sustainability. These firms need to handle global market dynamics while 

adapting to increased sustainability expectations from stakeholders, supply chains, and regulatory 

frameworks. This study investigates how and why these SMEs pursue internationalisation and 

sustainability, revealing their motivations, strategies, and challenges. 

 

The research suggests organisations should create harmonious business models that connect 

sustainability initiatives to their international expansion plans. They should use sustainability as a market 

differentiator, build knowledge-sharing networks, implement resource-based sustainability transitions, 

and adopt new technologies. Policymakers need to create specific support systems and motivational 

incentives for sustainable internationalisation. 

 

Potential challenges include constrained financial and human resources, differing levels of ESG 

awareness and implementation capabilities, intricate regulatory environments across markets, 

difficulties in measuring sustainability impacts, and the need to balance short-term costs with long-term 

benefits. The findings contribute to understanding the intersection of internationalisation and 

sustainability in SMEs, providing insights for business leaders and policymakers to develop more 

effective strategies and support mechanisms.  
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1. Introduction 

1.1. Background  

The dual forces of internationalisation and sustainability increasingly shape the contemporary business 

landscape. This is especially true for small and medium-sized enterprises, which are vital components 

of most economies. Internationalisation, the process by which firms expand their operations beyond 

domestic borders, offers SMEs opportunities for growth, access to new markets, and enhanced 

competitiveness (Balla, 2024: 32-33). Traditionally viewed as a gradual process, the rise of globalisation 

and niche market opportunities has enabled even smaller, knowledge-intensive SMEs to internationalise 

rapidly, sometimes from inception as ‘born global’ firms (Balla, 2024: 34, 37). Concurrently, 

sustainability, encompassing environmental, social, and economic considerations, has transitioned from 

a peripheral concern to a core strategic imperative.  

 

“It means managing resources responsibly and avoiding anything that would harm future generations 

or lead to shortages of essential resources.” Antje Krause (https://www.citatum.hu/szerzo/Antje_Krause) 

 

Businesses are progressively recognising that sustainable practices not only urgently tackle global 

challenges, such as climate change and resource depletion, but also unlock new value, drive innovation, 

and enhance brand reputation (Surman & Böcskei, 2023: 1; Balla, 2024: 32, 35, 39). In the Hungarian 

context, construction materials manufacturing SMEs play an important role in the domestic economy. 

More and more of these SMEs are engaging in internationalisation and pursuing sustainability. Hungary 

made significant efforts to align its legislation with European and global sustainability agendas; 

simultaneously, SMEs are incentivised towards increased sustainability (Surman & Böcskei, 2023: 3). 

Studies indicate that Hungarian SMEs are increasingly aware of Sustainable Development Goals 

(SDGs), although the emphasis and integration of these goals can vary (Surman & Böcskei, 2023: 4). 

SMEs have a tremendous impact on sustainability transition since larger corporations frequently procure 

the merchandise through them, which means they can mould industry practices (Surman & Böcskei, 

2023: 2). Furthermore, sustainability can serve as a powerful driver for internationalisation, with 

https://www.citatum.hu/szerzo/Antje_Krause


 9 

Hungarian SMEs leveraging innovative, sustainability-focused products or services to enter and 

compete in international markets (Balla, 2024: 36, 39).  

 

Hungary’s construction materials manufacturing sector is an important supporter of the national 

economy and presents a specific and pertinent area for examining the interplay between 

internationalisation and sustainability. The benefits of construction materials production are twofold: 

first, it contributes significantly to the GDP, and second, it is directly linked to the construction industry 

(Masterplast, 2021: 1). According to the National Association of Construction Contractors, within 

Hungary, 46% of the construction materials industry’s turnover is attributable to Hungarian-owned 

companies, while foreign-owned companies account for the remaining 54% (Masterplast, 2021: 1). The 

industry comprises around 8,500 enterprises, the vast majority are small and medium-sized enterprises 

(Masterplast, 2021:1). If they identify areas for improvement–including internationalisation and 

sustainability–then everything will improve even further in these areas. In terms of production, metal 

structures and building elements account for 30% of total production in the Hungarian building materials 

industry, while concrete, gypsum, and cement products and elements make up 18%. The remainder, 

nearly 50%, comprises all other product branches, such as water and thermal insulation, ceramics, 

windows and doors, wooden structures, fasteners, and tin structures (Masterplast, 2021:1). This sector 

is resource-intensive and has a significant environmental footprint, making sustainability a particularly 

noticeable issue (OECD, 2023: 115). Consequently, the construction industry is a major consumer of 

these materials and a substantial waste producer (OECD, 2023: 115, 118). For SMEs operating in the 

construction materials sector, embracing sustainable practices can introduce complexities and 

possibilities. Challenges may include limited access to finance, information, and the skills required for 

adopting new, sustainable technologies and processes (OECD, 2023: 87, 90). However, opportunities 

may arise from meeting the growing demand for green building materials, accessing new markets 

prioritising sustainability, and enhancing resource efficiency. Therefore, these firms' internationalisation 

efforts may be increasingly intertwined with their ability to demonstrate and deliver eco-friendly 

strategies. 
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1.2. Research Gap  

Extensive research explores topics related to internationalisation and sustainability, identifying gaps for 

future studies (Steinhäuser et al., 2021: 164, 165, 167, 182). Numerous systematic reviews have 

examined internationalisation and/or sustainability in the context of SMEs, highlighting various gaps in 

the existing literature (Steinhäuser et al., 2021: 164, 165, 167, 182; Castagna et al., 2020:1, 2, 19). 

Researchers have long endeavoured to understand internationalisation and sustainability in the context 

of SMEs, recognising their significant implications for both domestic and global economies (Fernandes 

et al., 2023: 155). However, despite these contributions, much remains elusive regarding the specific 

circumstances and contextual factors that shape SMEs’ internationalisation patterns and their 

engagement with sustainability across different countries and industries (Steinhäuser et al., 2021: 183). 

 

One recurring gap concerns the nuanced role of contextual factors in SME internationalisation. As 

Munteanu et al. emphasise, there is a  need for further studies on context- and situation-specific 

moderators (e.g., country-specific factors, industry characteristics, external environmental influences) 

that influence how SMEs perform internationally (2023: 1498).  The Resource-Based View (RBV), 

while foundational, may require more complex exploration, integrating dynamic capabilities and 

absorptive capacity to understand how SMEs operate in distinct environments, as current theories alone 

are often insufficient without incorporating such empirical insights (Dabić et al., 2020:720). Indeed, 

SMEs often face a “liability of smallness”, characterised by limited resources and market information, 

making them particularly sensitive to contextual elements and reliant on external support and networks 

(Buckley, 1989: 94).  

 

Furthermore, existing studies have frequently focused on the negative outcomes of internationalisation 

or the barriers to expansion, with less attention given to positive attitudes, strategic approaches, and 

business models that drive successful SME internationalisation (Castagna et al., 2020: 1-2). Identifying 

what makes SMEs effective in international business particularly in relation to sustainable practices, 

remains a developing research avenue. Many core concepts within internationalisation theories remain 
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underexplored, especially within the unique context of SMEs as opposed to larger multinational 

corporations (Ciravagna et al., 2014: 921).  

 

A significant limitation in current research is the lack of industry-specific insights. While some studies 

focus on SMEs in general, few examine how internationalisation strategies and sustainability integration 

differ across industries (Steinhäuser et al., 2021: 183). This is a highlighted need to explore pre-

internationalisation behaviour, shedding light on how SMEs prepare for global expansion, and to 

conduct more research on post-internationalisation effects, particularly how SMEs perform, innovate 

and sustain their practices after expanding internationally (Munteanu et al., 2023: 1504). Understanding 

these patterns necessitates examining SMEs from diverse countries, clusters, and industry segments to 

gain deeper insights into the determinants influencing their expansion and sustainability decisions 

(Steinhäuser et al., 2021: 183, Clemente-Almendros et al., 2025: 5, 18).  

 

More qualitative studies are needed to complement the prevailing quantitative approaches. By focusing 

on ‘how’ and ‘why’ questions and engaging directly with key decision-makers in SMEs, qualitative 

research can uncover nuanced factors and dynamic processes that might be overlooked in statistical 

analyses (Dabić et al., 2020: 721; Birkinshaw et al., 2011:573-574). The internationalisation of SMEs 

is a dynamic process requiring continuous updates to reflect evolving market conditions and business 

models (Fernandes et al., 2023, : 155). Finally, scholars advocate for further studies that intertwine 

theoretical frameworks with the practical realities of SMEs (Dabić et al., 2020: 20; Castagna et al., 2020: 

1). Internationalisation and sustainability intersect in ways that merit deeper study. While sustainable 

development is widely recognised as an opportunity for business growth, the incorporation of 

sustainability into global business strategies by SMEs has received limited attention note that the 

literature often lacks an integrated model of sustainable internationalisation that considers the interplay 

of human, natural, contextual, and universal factors (Csibi, 2024: 3; Zolfaghari Ejlal Manesh & Rialp-

Criado, 2019: 106; Coldwell et al. 2022: 1). This is crucial as factors like organisational agility and the 

manager’s academic background have been shown to positively affect SMEs' adoption of sustainable 

practices (Clemente-Almendros et al., 2025: 18). Research has predominantly focused on a few 



 12 

countries (e.g., UK, Italy, Spain, Sweden), creating a need to understand how SMEs in other national 

contexts, such as Hungary, integrate sustainability into their internationalisation efforts (Ribau et al., 

2018: 287; Audretsch & Guenther, 2023: 1216). 

1.3. Problem Statement  

Hungarian SMEs in the construction materials manufacturing sector are compelled to adapt to 

sustainability expectations and global market dynamics, both directly and indirectly. Based on recent 

observations from Balla, it is evident that while traditional models generally portray the 

internationalisation of small and medium-sized enterprises (SMEs) as a gradual process, this is not the 

case for all firms. Some Hungarian SMEs are rapidly expanding into international markets. These 

companies increasingly leverage sustainability as a unique market niche, enabling them to gain a 

competitive edge and effectively address global challenges (Balla, 2024: 31, 32, 36, 39). Nevertheless, 

what and how to incentivise internationalisation and integrate sustainability into business practices 

remain elusive, particularly in Hungary (Balla, 2024: 31, 32, 36, 39; Gulyás, 2024: 86, 88; Kunszt, 

2010,52, 53). However, the potential benefits of such integration, including enhanced competitiveness 

and resilience, offer a promising outlook. Moreover, Hungarian SMEs are increasingly required to align 

with sustainability criteria due to growing stakeholder expectations, supply chain requirements, and 

regulatory changes. However, their awareness, motivation, and integration of frameworks such as ESG 

(Environmental, Social, and Governance) vary significantly (Gulyás, 2024: 85). Leadership mindsets 

and sustainable management practices, such as local sourcing, waste management and recycled 

aggregates, also play crucial roles in shaping how these firms pursue internationalisation and 

sustainability, but there is limited research on how these factors interact in practice within the 

Hungarian context (Balla, 2024: 37-39, Boros & Fogarassy, 2019:5,6, Bencsik & Pangsy-Kania, 

2023:3). This study addresses the gap by investigating how and why Hungarian construction materials 

manufacturing SMEs internationalise and pursue sustainability. It aims to uncover the motivations, 

strategies, and challenges they face in aligning business growth with sustainable practices, which is 

crucial for informing future policies and strategies.  
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1.4. Research Aim and Question 

The primary aim of this research is to conduct an in-depth study into the world of Hungarian small and 

medium-sized enterprises (SMEs) within the construction materials manufacturing sector. This study 

looks into how these internationalisation processes influence, and are influenced by, their engagement 

with sustainability and business practices. To achieve this, the research will specifically identify and 

analyse the primary drivers, motivations, and strategic approaches that underpin the international 

expansion of these Hungarian construction materials SMEs. Furthermore, it will explore the extent to 

which, and how, these SMEs integrate sustainability considerations, including environmental and 

circular economy practices, into their international business operations and overall strategies. The study 

will also investigate the primary obstacles, opportunities, and contextual factors—such as institutional 

environments, market dynamics, and network relationships—that shape the SMEs’ dual pursuit of 

international growth and sustainable development. Finally, the research endeavours to figure out the 

perceived and actual impacts of internationalisation and sustainability engagement on these firms' 

business practices, competitive advantages, and innovation trajectories. The research aims to get a 

clearer picture of how and why Hungarian SMEs in the construction materials manufacturing sector 

navigate the complex relationship between internationalisation and sustainability by examining these 

interconnected objectives. The research seeks to offer a more profound comprehension of how and why 

Hungarian SMEs in the construction materials manufacturing sector handle the challenging relationship 

between internationalisation and sustainability by examining these interconnected objectives. 

RQ: How and why do Hungarian construction materials manufacturing SMEs internationalise and 

pursue sustainability? 

1.5. Scope and Delimitations 

The scope of the paper refers to the subjects and areas the paper intends to discuss. Industry-wise, it 

focuses on firms that engage in construction materials manufacturing. It also has a geographical focus: 

Hungary, which means the thesis will be generated based on data gathered from Hungarian individuals 

and reflect their individual views on this paper’s topics, with the hope that it will facilitate a better 

understanding of the theme. 
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The study only focuses on small and medium-sized enterprises. Limitations apply to countries, as it only 

discusses countries and to that extent, as brought up by the interviewees. Furthermore, the impact of 

sustainability is studied only from a business administration perspective and not from the point of view 

of environmental science. A primary limitation inherent to the qualitative methodology utilised in this 

study is the generalisability of its findings. While the research provides comprehensive, in-depth insights 

into the motivations and processes of internationalisation and sustainability for the selected Hungarian 

construction materials SMEs, the findings are not intended to be statistically representative of the entire 

population of such firms in Hungary. The aim is to offer transferable insights that may resonate in similar 

contexts.  
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2. Scientific and Practical Methodology 

2.1. Theory Approach 

There are three stances related to the theoretical approach: abduction, deduction, and induction. The 

deductive approach begins with a general theory and evaluates it through specific observations or data 

(Bell et al., 2019: 23). The inductive reasoning starts with particular observations and expands into 

broader conceptual models (Bell et al., 2019: 23). This paper employs a combination of deductive and 

inductive reasoning, referred to as the abductive approach. The choice of an abductive approach is 

deliberate and methodologically supported by the nature of the research problem. 

 

Abduction’s distinctive characteristics involve the opportunity to examine complex phenomena, as 

existing theories may be insufficient for encompassing all aspects of the empirical findings. 

Timmermans and Tavory argue that abduction is practical for “developing new theoretical insights” 

through an iterative engagement with empirical data and existing theories (2012: 167). The abduction 

approach is appropriate for this study’s exploration of the relationship between internationalisation and 

sustainability in Hungarian construction materials SMEs, where the interaction of these factors has not 

yet been fully theorised. 

 

Using abduction as a methodological foundation helps to overcome the “surprises” and tension during 

the research (Hulst and Visser, 2024: 569-570). In contrast to entirely deductive approaches that test 

existing theories, or inductive approaches that build theory solely from data, abduction involves a 

continuous exchange between theory and empirical observations. As Brandt and Timmermans present, 

abduction starts with unforeseen or anomalous observations, and these initial anomalies provide an 

opportunity to create new theoretical insights (2021: 192). Several anomalies emerge when analysing 

how Hungarian SMEs link internationalisation and sustainability practices—a gap this study addresses. 

 

The abductive approach aligns directly with this study's research question: "How and why do Hungarian 

construction materials manufacturing SMEs internationalise and pursue sustainability?" This question 

requires both theoretical grounding and openness to unexpected findings, making abduction the most 
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appropriate methodological choice. The complex and multifaceted nature of the research problem—

encompassing internationalisation processes, sustainability practices, and their interrelationships within 

a specific national and industry context—necessitates a flexible yet rigorous approach that can 

accommodate both existing knowledge and new insights. 

 

The process of abductive research accepts valid previous knowledge by using it in the new context. The 

process of abduction requires continuous movement between theoretical and data-based elements. As 

Tavory and Timmermans emphasise, this iterative process allows researchers to "develop theoretical 

insights while remaining grounded in observational evidence" (2014:5). This iterative movement 

between theory and empirical findings characterises the methodological approach of this thesis. 

The research process commenced with a comprehensive review of relevant theories in the fields of 

internationalisation, circular economy practices, and sustainability. Drawing upon these theories and 

concepts, interview questions were formulated to address the key research objectives. The interviewees' 

responses subsequently informed the theoretical framework, leading to refinements in the emphasis 

placed on certain theories and the addition or removal of previously pertinent theoretical concepts. This 

iterative process exemplifies what Thompson describes as "parallel and equal engagement with 

empirical data and extant theoretical understanding," which is the hallmark of abductive analysis (2022: 

1411). The abductive approach is particularly well-suited to this study, as it facilitates the development 

of new theoretical insights while maintaining a connection to both existing literature and empirical 

observations. As Dubois and Gadde note, abduction is especially valuable when the research aim is to 

discover new variables and relationships, rather than confirming existing theories (2002: 559). This 

aligns perfectly with the exploratory nature of this study's investigation into how internationalisation 

influences sustainability practices in Hungarian construction materials SMEs. 

2.2. Research Strategy and Design 

 

2.2.1. Qualitative Exploratory Approach 

 



 17 

This qualitative study aims to systematically explore the internationalisation processes and sustainability 

practices of small and medium-sized enterprises in the construction materials manufacturing sector in 

Hungary. The qualitative approach was chosen due to the nature of the research question and the 

complexity of the phenomenon discussed in this paper. Creswell and Poth consider qualitative research 

appropriate for complex concerns that require detailed understandings of processes, contexts, and 

meanings that cannot be easily quantified (2018: 45).   

 

The research question (How and why do Hungarian construction manufacturing SMEs internationalise 

and pursue sustainability?) also involves the qualitative research method, as it aims to depict nuances, 

processes, motivations, and contextual factors that shape these firms’ decisions and practices. The 

research question was developed to explore the connection between internationalisation and 

sustainability, necessitating a methodological approach that can accommodate various perspectives and 

unexpected findings.  

 

The exploratory nature of this study is a deliberate methodological choice, justified by the limited 

existing research on the intersection of internationalisation and sustainability practices within the 

specific context of Hungarian SME construction materials manufacturers. According to Creswell and 

Creswell, exploratory research is particularly appropriate "when the researcher does not know the 

important variables to examine (2018: 104)." Given the complex and evolving nature of 

internationalisation and sustainability in the Hungarian context, an exploratory approach facilitates the 

identification of previously unrecognised factors and relationships. Moreover, according to Stebbins, 

exploratory research is ideal for investigating phenomena that have been "relatively neglected by 

researchers or have grown in significance," which accurately describes the emerging importance of 

sustainability in internationalisation strategies (2001: 3). 

 

The qualitative nature of this research is evident in its focus on understanding interviewees’ perspectives 

without limiting the investigation to predetermined categories or views. According to Denzin and 

Lincoln, qualitative research involves “an interpretive, naturalistic approach to the world,” where 
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researchers study phenomena in their natural settings and interpret them in terms of the meanings people 

bring to them (2018: 10). This method effectively examines how managers of Hungarian SMEs perceive, 

experience, and tackle the challenges of internationalisation and sustainability. 

 

The research uses a constructionist perspective, which studies how people create meanings from their 

social environment. It uses interpretive methods to understand how social views develop through social 

construction (Saunders et al., 2014: 389). This perspective values participants’ subjective interpretations 

and experiences as essential elements that shape our understanding of internationalisation and 

sustainability practices. As Bell et al. imply, interpretivism allows researchers to gain rich insights into 

the meanings that participants attribute to their actions and decisions within their specific contexts (2019: 

19). The qualitative research strategy employed in this study serves as a sense-making activity where 

researchers examine phenomena in natural settings to interpret and understand meanings (Reuber et al., 

2022: 2). This approach is particularly well-suited for providing descriptions and conceptualisations of 

novel empirical settings, such as the intersection of internationalisation and sustainability practices in 

Hungarian construction materials SMEs (Reuber et al., 2022: 2, 11).When studying the worldviews of 

particular social groups, the researcher should use a qualitative research strategy that examines how 

participants understand their social world (Bryman 2012: 40-41). 

 

2.2.2. Research Context and Scope 

 
This study focuses on small and medium-sized enterprises in Hungary’s construction materials 

manufacturing sector. The selection of this particular context was intentional, based on several 

methodological considerations. First, the construction materials sector in Hungary presents a compelling 

case for examining the intersection of internationalisation and sustainability. As noted in the theoretical 

framework, this sector lies at the nexus of manufacturing and construction, two industries with 

significant environmental impacts and increasing pressure for sustainable practices. The resource-

intensive nature of construction materials manufacturing makes sustainability considerations 

particularly salient. At the same time, the sector’s exposure to international markets through imports and 

exports creates a rich context for studying internationalisation processes. 
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Second, SMEs were specifically chosen as the focus of this study due to their economic significance 

and the unique challenges they encounter. Following the European Commission definition, SMEs are 

enterprises with fewer than 250 employees and an annual turnover not exceeding €50 million or a 

balance sheet total not exceeding €43 million (European Commission, 2003). As Balla observes, SMEs 

are “important participants in global trade” yet “tend to face major challenges when it comes to 

internationalising their operations due to the smaller scale and lower levels of disposable financial 

resources” (2024: 32). This renders them intriguing subjects for examining how resource constraints 

influence the adoption of both internationalisation and sustainability strategies. Thirdly, the Hungarian 

context offers a valuable perspective that has been underrepresented in existing research. Hungary is not 

included in the countries currently discussed in this literature. Ribau et al. expressed the need for more 

research on how SMEs in diverse national contexts integrate sustainability into their internationalisation 

efforts (2018: 287). 

 

Three key parameters define the boundaries of this study: geographical location (Hungary), company 

size (SMEs), and industry sector (construction materials manufacturing). Within these parameters, the 

study aims to capture diversity regarding company characteristics, degree of internationalisation, and 

current sustainability practices. This approach enables the exploration of variations in how different 

types of SMEs respond to internationalisation pressures and sustainability demands within the same 

broader context. For this reason, a cross-sectional design was chosen for this study, which involves “the 

collection of data on more than one case at a single point in time” (Bryman, 2012: 58). This approach 

allows for the simultaneous examination of multiple SMEs in the construction materials sector, 

providing a snapshot of current practices and perceptions regarding internationalisation and 

sustainability. The research design of choice for this study is the cross-sectional design because it allows 

the identification of patterns and variations among different companies at a particular point in time. 
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2.3. Data Collection Methods 

2.3.1. Semi-structured Interviews 

 
Semi-structured interviews emerged as the chosen data collection technique for this study due to their 

purposeful selection. The choice of methodology was based on the need to balance structure and 

flexibility to explore the complex relationship between internationalisation and sustainability in 

Hungarian SMEs. Bryman recommends semi-structured interviews as they do not follow a rigid 

question-and-answer approach, thus allowing researchers to gain a better understanding of “how the 

respondents view the world” (2012: 471). This flexibility was essential to capture the various views and 

experiences of the participants regarding internationalisation and sustainability practices. Semi-

structured interviews are conducted using an interview guide that includes a list of questions or topics 

to be covered while maintaining flexibility in the timing and manner in which the questions are asked. 

This method permits the asking of additional questions and the investigation of new themes as they arise 

(Bell et al., 2019: 211-215). It is a hybrid method that combines structure and openness to ensure 

consistency across interviews while discovering new insights. This non-rigid methodology was 

particularly appropriate given the exploratory nature of the research and the gaps in existing knowledge 

(Saunders et al., 2014: 391). Several factors influenced the decision to use semi-structured interviews 

for this study. The research question was exploratory and necessitated a method capable of capturing 

the intricacies of how internationalisation affects sustainability practices in SMEs. This approach was 

necessary to access participants’ interpretations and reasoning since decision-making regarding both 

internationalisation and sustainability initiatives is subjective. The lack of research in this specific area 

in the Hungarian context required flexibility to explore unexpected themes and perspectives. Calheiros-

Lobo et al. (2024: 6) demonstrated in their study on SME internationalisation using semi-structured 

interviews that this method is useful in capturing the complex decision-making processes and contextual 

factors that influence business strategies (2024: 6). The approach of interviewing different stakeholders 

with various roles in the industry provided a methodological model for this study. 

 

2.3.2. Interview Guide Development 
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The interview guide for this study was developed based on a comprehensive review of the scientific 

literature concerning internationalisation and sustainability, targeting articles that examined these 

concepts in the context of SMEs. The methodology was taken into account during the creation of the 

questions. Bryman recommended organising questions around key themes while ensuring “a certain 

amount of order on the topic areas, so that your questions about them flow reasonably well, but be 

prepared to alter the order of questions during the actual interview” (2012: 476). The development of 

the interview guide was a methodological process designed to ensure that the data collected would 

directly address the research question while remaining open to unexpected insights. The guide was 

structured around five main sections. Firstly, it contains questions regarding internationalisation 

experiences and strategies. Secondly, questions were generated to seek information about the 

implementation of sustainability and circular economy principles. Thirdly, a part was dedicated to the 

perceived relationships between internationalisation and sustainability practices. Moreover, some of the 

questions sought to find answers around challenges and enablers in adopting sustainability practices. 

Lastly, questions were also created to find answers pertaining to future trends, anticipations, and other 

relevant insights. The open-ended questions in each section were designed to obtain detailed responses 

while allowing participants to share their thoughts naturally. The researchers developed the questions to 

prevent any influence on participant responses while enabling them to share their insights and 

experiences. 

 

2.3.3. Participant Selection and Sampling 

 
Appropriate interview participants were selected based on assessments of quality and relevance. For this 

study, a purposive sampling approach was utilised to identify and choose interviewees who could 

provide rich, pertinent information about the research topic. According to Bryman, purposive sampling 

involves selecting “units (e.g., individuals, organisations) with direct reference to the research questions 

being asked” (2012: 416). The five main prerequisites for interviewees must be met. Firstly, the 

company they work for is classified as an SME according to the European Commission's definition 

(fewer than 250 employees and annual turnover not exceeding EUR 50 million). Secondly, the company 

operates in the construction materials manufacturing sector in Hungary. Thirdly, the company must 
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pursue some level of international activity (ranging from occasional exporting to established 

international operations). Furthermore, they must engage with sustainability practices or initiatives. The 

last factor was the willingness to discuss bot internationalisation strategies and sustainability practices. 

 

Including sustainability experience as a selection criterion was a deliberate methodological choice. This 

criterion recognised that participants required relevant experience with both key aspects of the research 

question to provide meaningful insights. It ensured that participants could speak knowledgeably about 

the intersection of internationalisation and sustainability, grounded in practical experience. 

 

Within the selected SMEs, interviewees were chosen according to their roles and responsibilities, 

concentrating on individuals with decision-making authority and direct involvement in 

internationalisation and sustainability. The interviewees included the chief technical officer, the chief 

executive officer, the business unit director, the consultant and the head of application technology, inter 

alia.  The goal was to speak with people who knew the company’s strategic choices and operational 

facts. 

 

Theoretical saturation was used as a basis to establish the sample size for this study. Bryman defines 

this as the point at which "successive interviews/observations have both formed the basis for the creation 

of a category and confirmed its importance" (2012: 420). The research followed this principle by 

conducting interviews until new themes or insights stopped appearing in additional data collection. The 

research method follows qualitative research standards by focusing on deep and detailed data collection  

instead of a statistical representation. 
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A total of 11 semi-structured interviews were carried out with 11 SME representatives from the 

Hungarian construction materials manufacturing sector. The research encompassed SMEs of varying 

sizes and ages, alongside companies with different levels of internationalisation and engagement in 

sustainability initiatives. The subsequent table offers an overview of the sample, highlighting pertinent 

aspects such as the role of the interviewee, company characteristics, and the interview context:  

Table 1: Background Information on the Interviewees. 

 

Because of the research design, participants were selected from various backgrounds to understand 

different perspectives about internationalisation and sustainability. Bryman explains that sampling 

within each area represents the population of interest to study similarities and differences between and 
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within areas (2012: 417). The final sample composition represented the diverse nature of the Hungarian 

construction materials manufacturing sector through its inclusion of different material producers 

(insulation, concrete products, ceramic tiles, wood products) and market segments (residential, 

commercial, industrial). The diverse sample population enriched the data collection process, revealing 

patterns and differences between small and medium enterprises. 

 

2.3.4. Data Collection Process 

 
Interviews were conducted between 07.02.2025 and 11.05.2025, each lasting between 27:43-49:53 

minutes. Depending on the participants’ preferences and availability, the interviews were conducted via 

Microsoft Teams or calls. Some interviewees were recorded, while the answers were written down for 

others. The interview process began with a brief introduction to the research project and confirmation 

of informed consent. The semi-structured format allowed for flexibility in the order and wording of 

questions, enabling me to follow the natural flow of conversation while assuring all key topics were 

covered. Sometimes, follow-up questions were used to probe for deeper insights and clarification when 

needed. 

2.4. Data Analysis Approach  

The research study used abductive data analysis methods, which matched the research strategy. The 

research method aligns with Tavory and Timmermans' (2014) description of "abductive analysis" which 

requires researchers to move back and forth between data and theory to generate new understanding. 

The research started with an initial coding phase that used the theoretical framework as guidance but 

kept space for new themes to appear. This method combines deductive theory-based sensitising concepts 

with inductive data-driven category development. According to Thompson abductive data analysis 

requires researchers to work simultaneously with both empirical data and existing theoretical knowledge 

(2022: 1411). The coding process was conducted manually. The analysis progressed through several 

stages. Initially, I familiarised myself with the data through multiple readings of transcripts. After this, 

a preliminary coding framework was developed based on the theoretical concepts and research 

questions. Thirdly, interview transcripts were systematically coded. Fourthly, the initial framework 
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identified emerging themes and patterns that were not captured. Fifthly, codes were refined, and higher-

order categories were developed. Sixthly, the relationships between the categories were explored. Lastly, 

the findings were integrated with existing theoretical findings. The process involved using constant 

comparison to identify similarities and differences between cases, which led to the development of an 

emerging conceptual understanding. The abductive approach to data analysis enabled researchers to 

comprehend the relationship between internationalisation and sustainability in Hungarian construction 

materials SMEs. The analysis traversed back and forth between data and theory to identify established 

patterns and novel findings that advance theoretical knowledge. 

 

2.5. Literature Selection and Theoretical Considerations 

 
Multiple criteria based on academic standards and research requirements were used to choose the 

scientific articles, journals, and books for this paper to study internationalisation and sustainability. 

Multiple academic experts use these selected references as authoritative sources within their respective 

disciplines. The literature selection process requires choosing academic sources showing proof of 

constancy and academic scrutiny (Easterby-Smith et al. 2018: 17). The selected articles, together with 

journals and books, provide complete coverage of the main ideas and methods that help answer the 

research question. This paper applies internationalisation literature to investigate how small and medium 

enterprises operate in international markets and sustainability. A careful selection process was followed 

to obtain methodological literature, which provided strong guidance for research design from experts 

specialising in qualitative and abductive approaches. The quality of qualitative research depends on how 

well the chosen literature aligns with the research focus, according to Tracy (2010: 840). The literature 

selected for this research targets business research instead of abstract theoretical ideas or general studies. 

The business-specific literature contains frameworks that understand the research needs for 

organisational phenomena while addressing market dynamics, competitive pressures, and practical 

business research needs. Eriksson and Kovalainen state that business research needs research methods 

that respond to the particular nature of business organisations and their market dynamics (2016: 33). 

The literature review contains past and present studies to establish theoretical roots while keeping up 
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with modern research in the field. Older studies provide established theoretical frameworks, yet newer 

studies enhance these frameworks with constructive criticism. Recent publications reveal how 

sustainability trends develop while international business transforms and how office work practices shift 

because of digitalisation. Business research which combines internationalisation with sustainability 

requires this particular balance because it focuses on a relatively new subject area. Research approaches 

need to transform to address new questions that move past conventional disciplinary boundaries, as 

observed by Piekkari and Welch (2018: 345). Theoretical concepts exist outside cultural boundaries, so 

researchers must evaluate their appropriate application within different cultural settings (Marschan-

Piekkari & Welch, 2004: 8). The research question that connects internationalisation with sustainability 

demands knowledge from various academic fields. The thesis draws from sustainability, organisational 

studies, economic geography, and international business research to understand internationalisation 

processes. According to Tranfield et al., complex research questions benefit from theoretical pluralism, 

which involves using multiple disciplinary approaches to literature analysis (2003: 208). The research 

combines different academic fields because its exploration of internationalisation and sustainability 

needs multiple disciplinary insights. 

 

2.6.  Research Quality and Ethical Considerations  

 
The phrase "Research Quality and Ethical Considerations" means that several factors should be taken 

into account. The interviewees' consent is needed, and they should be enlightened about the research 

purpose, methods, and any potentially emerging risks (Bryman, 2012: 135-138). The study should not 

harm the participants (Bryman, 2012: 135-138). This is why anonymity and confidentiality are applied 

throughout the research to maintain their privacy (Bryman, 2012: 142). Besides, pseudonyms were used 

to protect the identities of the respondents and the organisations. Participants were also informed of their 

right to withdraw from the study at any point without negative consequences, reinforcing the voluntary 

nature of their participation (Saunders et al., 2016: 244). All interview recordings and transcripts were 

stored securely to prevent unauthorised access to the information. A reflexive stance was maintained 

throughout the interview process, being mindful of potential biases that might influence data collection, 
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inter alia (Bell et al., 2019: 116). Additionally, the final interpretations were presented in a manner that 

respected the dignity and professional standing of participants, ensuring that quotations were used in 

context and with appropriate attribution to pseudonyms (Eriksson & Kovalainen, 2016: 72). 
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3.Theoretical Framework  

3.1. Internationalisation 

Internationalisation refers to the process by which enterprises expand their business operations beyond 

national borders, engaging with international markets that expose them to new opportunities and risks 

(Virglerova et al., 2020: 792). For SMEs, this process requires navigating diverse environments 

characterised by economic, social, legal, political, and cultural differences directly affect company 

strategies and outcomes (Virglerova et al., 2020: 793). Two dominant theoretical models frame our 

understanding of SME internationalisation. As seen in the Uppsala approach, the stage model views 

internationalisation as a gradual, sequential process. Firms incrementally increase their involvement in 

foreign markets as they accumulate knowledge and experience, a crucial aspect of the process 

(Zapletalová, 2015: 156; Ferencikova, 2018: 1-3). This model is particularly relevant for Hungarian 

SMEs, which typically begin by entering psychically and geographically proximate markets before 

venturing into more distant ones (Ferencikova, 2018: 2-3). Conversely, the early internationalisation or 

"born global" model describes firms that engage in international activities from or near inception, 

targeting multiple markets without sequential progression (Zapletalová, 2015: 154; Balla, 2024: 34-35). 

 

Hungarian construction materials manufacturing SMEs internationalise for various interconnected 

reasons. Market-seeking motives dominate, with firms pursuing access to new customers and markets, 

but efficiency-seeking, resource-seeking, and strategic asset-seeking motives are also observed 

(Ipsmiller & Dikova, 2021: 7). Internationalisation reduces over-reliance on the domestic market, 

supporting higher growth and resilience against economic shocks—particularly vital for Hungarian 

SMEs given moderate domestic demand and other effects financial effects (International Monetary 

Fund, 2015: 26). Enterprises are compelled to internationalise due to intense competition in both 

domestic and global markets and the need to maintain competitive positions (Virglerova et al., 2020: 

793). For SMEs originating in economies like Hungary, whose system has changed, internationalisation 

often represents a response to intense foreign competition as domestic markets open up, driving them to 

seek opportunities abroad. For SMEs originating in economies like Hungary, internationalisation often 

represents a response to intense foreign competition as domestic markets open up. It's a strategic move 
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to seek opportunities abroad for survival and growth, an indicator to the resilience and adaptability of 

these enterprises (Musteen & Datta, 2010: 94). Several key factors determine the capacity and likelihood 

of Hungarian SMEs to internationalise successfully. Internal firm-level drivers such as size, age, 

resource availability, and specialised capabilities influence whether and how quickly SMEs 

internationalise (Ipsmiller & Dikova, 2021: 4-5). Larger SMEs (by employees and assets), those with 

higher fixed asset ratios, higher labour productivity, and stronger liquidity positions are significantly 

more likely to internationalise (International Monetary Fund, 2015: 22-36). Entrepreneur and CEO-level 

factors are crucial: prior international experience, advanced education, entrepreneurial orientation 

(proactiveness, innovativeness), and a global mindset often accelerate internationalisation and improve 

chances of success (Ipsmiller & Dikova, 2021: 6; Balla, 2024: 34). Networks—including personal, inter-

firm, and financial connections—are vital for SMEs to access foreign market knowledge, identify 

opportunities, and overcome liabilities of smallness or newness (Ipsmiller & Dikova, 2021:6; 

Ferencikova, 2018: 2-4). The home-country institutional environment (level of institutional and 

economic development, EU membership, competition intensity) significantly impacts SMEs' 

internationalisation decisions, with EU integration facilitating exports and increasing export 

competitiveness for Hungarian firms (Ipsmiller & Dikova, 2021: 6). Host-country factors such as market 

size, economic development, and arbitrage opportunities are strong determinants of where and how 

SMEs expand internationally (Ipsmiller & Dikova, 2021: 6). Hungarian SMEs internationalise primarily 

through exporting, with some transitioning to direct investment as they grow or as opportunities arise 

(Ipsmiller & Dikova, 2021: 7). The speed, degree, and choice of entry mode are shaped by internal 

resources, capabilities, and the competitive environment (Ipsmiller & Dikova, 2021: 7). Many SMEs 

start internationalisation gradually, progressing from exports to more complex forms of international 

engagements, influenced by the owner's or manager's capabilities 

and networks (Virglerova et al., 2020: 794). Initial international expansion typically targets 

geographically or culturally proximate markets, with low-commitment modes such as direct exporting 

being most common; high-risk (investment) and contractual modes are less prevalent, particularly when 

resources and experience are limited (Zapletalová, 2015: 161-163). No single pathway dominates SME 

internationalisation—many firms display characteristics that overlap between the "stage" and "born 
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global" models, reflecting the subjectivity and individualisation of the process (Zapletalová, 2015: 163-

165). 

 

Hungarian SMEs face significant challenges in internationalisation, including a "liability of origin," 

encountering higher costs and barriers in international markets due to less established reputations and 

differences in institutions or regulations (Ipsmiller & Dikova, 2021: 11). International projects expose 

SMEs to increased risks compared to domestic business due to the complexity of navigating unfamiliar 

regulatory, cultural, and market landscapes (Virglerova et al., 2020: 793). Hungarian and other Central 

European SMEs often contend with obstacles such as obsolete technology, insufficient capital, limited 

experience, and a lack of managerial capacities (Virglerova et al., 2020: 793; Ferencikova, 2018: 1-2). 

Successful internationalisation is closely linked to effective identification, assessment, and management 

of risks; failure to manage these risks can undermine the potential benefits of international activity 

(Virglerova et al., 2020: 793-794). 

 

Internationalisation can enhance firm-level outcomes such as performance (financial and perceived), 

productivity, innovation capacity, growth, competitiveness, and survival prospects (Ipsmiller & Dikova, 

2021: 8-9). Firms often internationalise to access scientific knowledge, technologies, and innovations 

developed outside their domestic markets, recognising that required resources and technological 

innovations may reside abroad rather than within their home. This access to foreign knowledge can 

enhance the firm's competitiveness and innovation performance (Kafouros & Forsans, 2012: 363, 364). 

Firms with higher degrees of internationalisation tend to be more profitable and exhibit higher 

cumulative growth of operating revenues and better labour productivity than those focused only on 

domestic markets (International Monetary Fund, 2015: 30). Entering foreign markets provides access to 

new technologies, innovations, and advanced management techniques, catalysing production and 

productivity improvements (International Monetary Fund, 2015: 27). There exists a strong empirical 

connection between international activity and innovation; internationally oriented firms are more likely 

to adopt new products, services, and processes, which can underpin both sustainability and 

competitiveness (International Monetary Fund, 2015: 28-29). Having greater foreign market knowledge 



 31 

enables SMEs to better identify international opportunities, customise offerings, and anticipate 

competitor actions, leading to improved international performance outcomes (Musteen & Datta, 2010: 

95-96). The process of internationalisation is both regulated and facilitated by the firm's stock of foreign 

market knowledge, reducing uncertainty and enabling better navigation in new markets (Musteen & 

Datta, 2010: 94). 

 

3.2. Network Theory of Internationalisation 

The ‘Network Theory of Internationalisation’ is paramount for SMEs because they are grappling with 

resource constraints and limited market knowledge, inter alia, and their presence is not advocated to the 

same extent as domestic SMEs. Some Hungarian construction materials manufacturers might have 

financial difficulties in the initial stages of internationalisation. And this is where the networks come 

into play, as they can help them, and therefore, they can internationalise with less funding. The 

construction materials sector in Hungary is typified by fragmentation. Networks are a way to overcome 

this fragmentation. Because when people commence to collaborate, they could conclude what and how 

many SMEs will manufacture. Therefore, everything will be more balanced, and they do not have to 

rely on imports, and the competition will be less fierce. Now, certain materials are generated by many 

SMEs, while others are produced by none. Therefore, these goods need to be imported. Another 

distinctive characteristic of this milieu is the high proportion of small and medium-sized enterprises. 

Consequently, collaborative networks are advantageous for achieving the scale and capabilities needed 

to compete internationally (European Commission, 2021: 6).  

 

The theory mainly revolves around the role of networks in the context of expansion across borders. 

Networks facilitate the entrance and provide support, so they can rely on networks. Accessing resources, 

exchanging tacit knowledge, and discovering new opportunities are the quintessence of the primary 

benefits a network can offer. Gaining access to resources is the best through long-term relationships that 

were started by the actors who started the business, rather than actors who are second, third and so on 

generations (Sasi & Arenius, 2008: 408 Chetty & Holm, 2000: 80). For Hungarian construction 

materials SMEs, these long-term relationships are particularly valuable for accessing specialised 
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equipment, technical expertise, and distribution channels that would otherwise be expensive to develop 

independently. Moreover, network linkages supply these enterprises with vital knowledge regarding 

certification norms and construction regulations in destination markets.  

 

The bond between the SMEs can also mean being informed about upcoming trends and new innovations 

that are about to change an industry and becoming more familiar with tacit knowledge (Sasi & Arenius, 

2008: 407 Chetty & Holm, 2000: 79,88). Expanding on the previous sentence, these options can entail 

identifying and developing new opportunities by taking advantage of social capital (Sasi & Arenius, 

2008: 402 Chetty & Holm, 2000: 87-88). Complementary resources can be offered for usage by the 

other company, and potential market entry can also be reached. The complementary resources can be 

utilised as a tool to mitigate resource constraints (Sasi & Arenius, 2008: 402). This resource is 

complementary and important for Hungarian construction materials manufacturers seeking to 

implement circular economy practices, as network partners can provide access to recycled materials, 

waste management solutions, and sustainable production technologies that individual SMEs might 

struggle to develop/afford (OECD, 2023: 122).  

 

Besides, selling to a new country can be helped with a network partner via franchising, licensing and 

other equivalent activities (Sasi & Arenius, 2008: 401). Presumably, a high level of trust and 

commitment is inevitable, especially in the beginning to establish the tie (Sasi & Arenius, 2008: 408 

Chetty & Holm, 2000: 86). Ties can be business or political or, in rare cases, both (Cao et al., 2022: 7). 

Business ties can help SMEs with all the information and knowledge they have (Cao et al., 2022: 5). 

Concurrently, political ties can connect SMEs with influential government officials and relevant 

stakeholders (Cao et al., 2022: 6). By changing the strategy for network transition–from dyadic to 

multilateral–the SME can experience growth in its expansion abroad (Sasi & Arenius, 2008: 401). 

Because partners expect long-term cooperation, networks can limit a firm's flexibility, which could 

result in missed opportunities. In quickly emerging networks, the dependability of new partners may be 

questionable. English is the most common but not native language in global networks, which frequently 
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face cultural misunderstandings, conflict in business processes, and disparate legal systems (Fletcher & 

Harris, 2012: 20). Concerns regarding information misrepresentation and psychological distances may 

result from this linguistic imbalance. Conflicts of interest can undermine cooperation before trust is 

established because businesses may be reluctant to share information for fear of losing intellectual 

property or competitive advantages. These disputes can worsen by placing undue pressure on people to 

share information and work. Businesses restrict cooperation in delicate technical areas due to worries 

about possible rivals banding together. Because formal contractual agreements are not always practical 

or effective, people turn to flexible, informal processes, making management more difficult. Legal and 

regulatory frameworks present additional difficulties, as demonstrated in partnerships where agreements 

may become unworkable due to shifting conditions. Finally, network dependability is becoming 

increasingly dependent on outside variables, such as changes in technology and political or economic 

unrest, which can make networks susceptible to interruptions brought on by the actions of a single 

member. 

3.3. Resource-Based View 

The Resource-Based View (RBV) represents a fundamental theoretical framework for understanding 

firm-level competitive advantage, particularly in internationalisation. At its core, the RBV posits that 

sustainable competitive advantage stems from a firm's ability to accumulate, organise, and exploit 

resources and capabilities that are valuable, rare, inimitable, and non-substitutable (the VRIN 

framework) (Estensoro et al., 2021: 779). This heterogeneity assumption—that firms possess different 

bundles of resources that are not perfectly mobile across organisations—forms the cornerstone of RBV 

theory (Peng, 2001: 807). The VRIN framework provides specific resource criteria that can generate a 

sustainable competitive advantage. Resources must be: (1) valuable in exploiting opportunities or 

neutralising threats; (2) rare among competitors; (3) imperfectly imitable due to unique historical 

conditions, causal ambiguity, or social complexity; and (4) non-substitutable, meaning competitors 

cannot achieve the same effect with alternative resources (Ramon-Jeronimo et al., 2019: 2). This 

framework is particularly relevant for understanding how SMEs in resource-constrained environments 

can successfully internationalise despite limitations in scale and scope. 
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RBV distinguishes between tangible and intangible resources (financial assets, physical equipment, 

infrastructure) and knowledge (organisational routines, managerial expertise, networks). While both are 

important, intangible resources are particularly critical for sustainable competitive advantage as they are 

more difficult for competitors to observe and replicate (Estensoro et al., 2021: 782). For SMEs pursuing 

internationalisation, these intangible resources often represent the primary source of competitive 

advantage, compensating for limitations in financial and physical resources (Peng, 2001: 815). Financial 

constraints uniquely impact SMEs by limiting their ability to invest in advanced technologies and 

capabilities necessary for internationalisation. These firms face significant challenges accessing capital, 

often delaying or forgoing crucial initiatives that would enhance their competitive position in 

international markets (Mittal et al., 2018: 195). Rather than merely possessing them, the strategic 

combination and organisation of resources determines competitive advantage. Wernerfelt's resource-

product matrix illustrates how resources can support multiple products and how strategic resource 

deployment creates barriers to entry (1984). This perspective shifts focus from market positioning to 

developing and deploying difficult-to-replicate resources (Teece et al., 1997: 513). However, this 

deployment must be strategic—firms should assess where their specialised knowledge creates the most 

value and expand accordingly (Teece et al., 1997: 514). 

 

A critical extension of RBV is the concept of dynamic capabilities, which addresses the critique that 

traditional RBV is overly static. Dynamic capabilities represent “the firm’s ability to integrate, build, 

and reconfigure internal and external competences to address rapidly changing environments” (Teece et 

al., 1997: 516). This perspective is particularly relevant for SMEs in evolving markets, as it explains 

how firms can adapt their resource base to maintain competitive advantage despite environmental 

changes (Peng, 2001: 813). For internationalising SMEs, RBV identifies several critical resource 

domains. Westhead et al. highlight general human capital (education and life experience), management 

know-how, industry-specific knowledge, and financial resources as key determinants of 

internationalisation success (2001: 338). Ramon-Jeronimo et al. further categorise these as experiential 

resources, scale of operations, financial resources, and physical resources (2019: 3). The development 
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of these resources is path-dependent, influenced by the specific skills, experiences, and networks 

entrepreneurs accumulate over time (Westhead et al., 2001: 338). 

 

Empirical research challenges simplistic RBV interpretations by demonstrating that not all resources 

equally impact export performance—scale and experiential resources typically matter most, while 

financial and physical resources may be less critical than traditionally assumed (Peng, 2001: 13-14).  

Networks and social capital represent particularly valuable resources for internationalising SMEs. Dense 

information and contact networks provide access to market intelligence and opportunities, easing 

barriers to internationalisation (Westhead et al., 2001: 338). For resource-constrained SMEs, 

collaborating with other firms and foreign intermediaries expands the resource base, providing access 

to market knowledge, distribution channels, and specialised expertise unavailable internally (Ramon-

Jeronimo et al., 2019: 3). 

 

The RBV also offers insights into the relationship between internationalisation and sustainability. Firms 

that develop resources and capabilities supporting both international growth and sustainable practices 

can achieve competitive advantages in global markets increasingly concerned with environmental and 

social performance (Ramon-Jeronimo et al., 2019: 17). Estensoro et al. note that achieving sustainability 

requires developing and combining resources that support process innovation, product differentiation, 

efficiency, and adaptability (2021: 787). Despite its theoretical appeal, RBV’s perceived advantages—

such as its simplicity and focus on firm-specific resources—can lead to contradictions in empirical 

applications. Different studies interpret and measure resources differently, resulting in inconsistent 

findings regarding the impact of international diversification or capabilities on performance across 

industries, countries, or contexts (Peng, 2001: 811, 820).  

3.4. Sustainability 

Sustainability has become an essential notion for businesses operating in the 21st century. More and 

more people have become sensitive to environmental degradation, social inequalities and the finite 

nature of resources. Globalisation has accelerated the need for sustainable practices as it has expanded 

the reach and impact of business operations, making environmental and social responsibility a 
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transnational concern (Martin & Schouten, 2013: 11). The pursuit of sustainability poses distinct 

challenges but also presents promising opportunities for SMEs in the construction material 

manufacturing sector in Hungary. The construction materials manufacturing industry, as well as 

companies which carry out construction projects, are major contributors to environmental degradation 

since a large amount of raw materials, energy is needed, not to mention the waste (Lima et al., 2021: 1; 

2; 4). The concept of zero-emission manufacturing represents an aspirational standard for construction 

materials producers seeking to minimise environmental impacts across global operations (Martin & 

Schouten, 2013: 93). 

 

Committing to sustainability is vital for several reasons for businesses. It is one of the main pillars of 

CSR, a framework that was emboldened by Freeman’s stakeholder theory, which emphasises the 

significance of taking into account all parties affected by a firm’s actions (Freeman, 1984: 10-11). 

Hungarian construction materials SMEs adopted or are in the process of adopting sustainable practices 

because of regulatory frameworks, market demands, and with the hope that it will lead to a competitive 

advantage (Bansal & Roth, 2000: 724-725; Hart, 1995: 986; 987; 993).  

 

Sustainability, in its broadest sense, refers to development that “meets the needs of the present without 

compromising the ability of future generations to meet their own needs” (WCED, 1987: 54). Ten years 

later, John Elkington published his article in which he expressed a business should seek other goal 

besides seeking profit–contributing to positive social and environmental impact (Elkington, 1997: 37-

38). Sustainability readiness, defined as a firm’s organisational effort to meet present needs without 

compromising planetary resources, does not automatically or directly translate into improved 

international performance for SMEs when considered as a stand-alone strategy (Denicolai et al., 2021: 

9). It is not straightforward to translate theory into practice for these SMEs. While economic viability 

remains a primary concern, a holistic integration of environmental and social considerations is essential 

for attaining  genuine sustainability (Hart, 1995: 996).  In the construction materials sector, sustainability 

can mean responsible sourcing of raw materials, minimising energy consumption and emissions, 

reducing waste and producing durable, safe and ideally recyclable products (Lima et al., 2021: 9). 
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Hungarian SMEs in this sector are moulded by domestic and global factors. Surman & Böcskei found 

that Hungarian SMEs’ engagement with Sustainable Development Goals (SDGs) varies, with society-

focused SDGs often considered secondary (2023: 6). This indicates a possible domain for development 

and emphasises the necessity to understand the specific drivers that motivate Hungarian firms to 

embrace broader sustainability agendas (Bansal & Roth, 2000: 729).  

 

As it was previously peripherally addressed in this subchapter, there are various reasons why Hungarian 

Construction Materials SMEs are convinced about the implementation of sustainability. Bansal & Roth 

identify key drivers for ecological responsiveness, including legitimation (responding to regulatory and 

social pressures), competitiveness (seeking market advantages), and ecological responsibility (driven by 

ethical concerns) (2000: 724-725). Local politico-legal and economic factors influence 

internationalisation strategies, posing challenges in balancing resource-intensive production with 

environmental standards, as well as marking a transition from “weak” economic growth-focused 

sustainability to “strong” sustainability that prioritises environmental preservation (Coldwell et al., 

2022: 2, 6, 15, 16). The European Union keep enacting stricter and stricter legislation pertaining to 

sustainability. People and often legislation expect or stipulate that SMEs prioritise sustainable products 

and suppliers, which holds particularly true for firms seeking global expansion. 

 

The natural-resource-based view of the firm suggests that capabilities related to pollution prevention, 

product stewardship, and sustainable development can be sources of sustained competitive advantage 

(Hart, 1995: 991). This perspective highlights internal drivers such as leadership commitment, the 

pursuit of process optimisation (e.g. cost savings from reduced resource use), and the desire to innovate 

and improve brand image. Instead, the benefits of sustainability readiness are often more indirect and 

depend on context, frequently serving as an enabler for other strategic actions in companies where 

sustainability is not central to the business; for example, firms not primarily operating in green energy 

or recycling sectors (Denicolai et al., 2021: 9). In the case of construction materials manufacturers, it 

means involvement in cleaner production technologies or developing eco-friendly materials (Lima et 
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al., 2021: 9). Internationalisation can act as a significant driver, exposing firms to higher sustainability 

standards and expectations (Ciampi et al., 2021: 22).  

 

In light of benefits and the potential competitive advantage, SMEs frequently grapple with major 

impediments. Initially, financial difficulties, which can be traced back to high initial costs of greener 

technologies and limited access to capital, are very common characteristics (Hart, 1995: 993). A lack of 

awareness, specialised knowledge, and expertise in complex sustainability issues can also hinder 

adoption. SMEs have to consider “liability of smallness”, which restricts their ability to pursue multiple 

growth paths simultaneously (Denicolai et al., 2021: 10). The limitation forces SMEs to make strategic 

trade-offs between resource allocation for internationalisation and sustainability initiatives, rather than 

approaching them as fully synergistic (Denicolai et al., 2021: 10). Large corporations such as 

multinationals have abundant financial capital, while SMEs struggle with the perceived complexity and 

burden of implementing comprehensive sustainability strategies. Lima et al., touch upon industry 

challenges and how burdensome and costly integrating new technologies into existing operations (2021: 

2; 12; 13). People in organisations might not want to change, and customers might not willing to pay for 

a higher price tag.  

Hungarian SMEs’ approach to sustainability is strongly influenced by the national context, including 

how much direct support and incentives they receive from the government (Surman & Böcskei, 2023: 

3). While most sustainability initiatives among Hungarian SMEs have so far been voluntary, the 

government’s increasing attention to integrating EU sustainability regulations is gradually shaping 

company behaviour (Surman & Böcskei, 2023: 3). The degree to which government policies, incentives, 

and context-specific strategies are implemented remains crucial in how actively SMEs engage with the 

Sustainable Development Goals (Surman & Böcskei, 2023: 3). These sustainability upgrades can range 

from incremental steps to transformative changes. One can envision recycled materials, procuring goods 

with sustainable certificates, saving energy, reducing emissions, and managing waste wisely. A firm's 

overall ecological responsiveness will dictate the extent and nature of these practices. 
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Choosing the more sustainable way can be beneficial. Financially, it is known for facilitating cost 

savings and improved resource efficiency. Furthermore, People will highly regard the brand, the 

relationship between the SME and the stakeholder will improve and emphasise its special attribute –

sustainability (Freeman, 1984: 2;  3; 5; 7). Examining innovation, compliance with global regulations, 

and adaptations across different market contexts is also pertinent (Coldwell et al., 2022: 2, 6, 15, 16). 

Moreover, a commitment to sustainability can enhance innovation, leading to new products, services, 

and market opportunities. It can also improve employee morale and aid in attracting and retaining talent. 

For Hungarian SMEs in the construction materials sector, embracing sustainability enhances 

competitiveness in the broader European market, aligning with evolving regulatory landscapes and 

customer expectations (Ciampi et al., 2021: 22; Lima et al., 2021: 5;10). The processes of 

internationalisation and the pursuit of sustainability are increasingly intertwined for SMEs (Ciampi et 

al., 2021: 22). International markets often present more stringent environmental regulations and higher 

customer expectations regarding sustainability, acting as a catalyst for SMEs to adopt more robust 

strategies. Compliance with international standards and certifications becomes necessary, pushing firms 

to systematise their sustainability efforts. 

Pressure from international buyers and supply chains can also drive sustainability improvements. 

However, internationalisation can have environmental implications (e.g., increased carbon footprint 

from logistics), requiring a strategic balance. A strong sustainability profile, potentially developed 

through a natural-resource-based strategy (Hart, 1995: 997-998), can be a significant competitive 

advantage in international markets, enabling firms to access new niches and customer segments. 

3.5. Theoretical Model 

This diagram depicts theoretical concepts and ideas that help comprehensively understand topics and 

connections. The ideas that are true for both internationalisation and sustainability, as they overlap in 

cases. If the relationship between internationalisation and sustainability were represented in a Venn 

diagram, this part would be placed in the intersection of the two sets. Since bidirectional influence, 

competitive advantage evolution, resource efficiency synergies and innovation catalysts are true for 

internationalisation and sustainability.  
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Environmental considerations, circular economy, energy independence, cost of green materials, and 

stakeholder pressure can be attributed to sustainability. On the other hand, market entry strategies, 

operational challenges, network development, cross-cultural management and technology transfer can 

be ascribed to internationalisation. Moving upward from the central area, there is an arrow labelled 

"market evolution" beneath it. The arrow aims to illustrate the transition and/or progression as markets 

mature and expectations evolve. The evolution is from compliance-driven sustainability (where 

companies adopt sustainable practices primarily to meet regulatory requirements) to advantage-driven 

sustainability (where sustainability becomes a competitive differentiator in the marketplace). Market 

requirements have evolved through time because sustainability has evolved from being an optional 

feature to becoming a mandatory standard for market entry. Customer expectations in international 

markets have increased because environmental awareness grows while stakeholders, including 

customers, partners and regulators, demand more sustainable practices.  

 

Following the arrow in a clockwise direction, "Market Access", "Market Dynamics" and "Strategic 

Orientation" can be seen. "Market Access" refers to the process of entering new geographic or customer 

markets through successful internationalisation strategies, which sustainability credentials help facilitate 

as market entry facilitators. "Market Dynamics" represents the changing customer needs and 

competitive forces that influence strategic choices because Hungarian SMEs face increasing customer 

interest in sustainable products alongside competitive market conditions.  

 

"Strategic Orientation" describes how companies handle market transformations and sustainability 

requirements by showing their reactive or proactive approaches and their ability to manage short-term 

expenses against future international market benefits. Continuing further, "International Competition" 

and "Return on Investment" can be seen. In the context of the thesis, "International Competition" 

represents the significant external pressure faced by Hungarian construction materials manufacturing 

SMEs, which creates tension between investing in sustainability and maintaining cost competitiveness 

in global markets. "Return on Investment" refers to the economic benefits derived from sustainability 

initiatives, such as how insulation materials become "a returning investment" over time, highlighting 
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that successful SMEs increasingly view sustainability not merely as a cost but as a strategic investment 

that yields both financial and competitive returns in international markets.  

 

The labels "Innovation Capabilities" and "Institutional Support” are positioned at the bottom centre of 

the figure. Innovation capabilities refer to the development of new products, processes, and business 

models. Institutional support represents the role of government when it comes to helping. At the bottom 

centre, "Long-term Resilience" and "Partnerships and Network" are positioned at the left of the 

previously mentioned concepts. The term "Long-term Resilience" describes how Hungarian 

construction materials manufacturing SMEs gain improved market adaptation and regulatory 

compliance through sustainability and internationalisation strategies.  

 

The connections between SMEs enable knowledge sharing and market access through "Networks & 

Partnerships", as demonstrated by how industry exhibitions and professional conferences in each 

country facilitate connections with local specialist companies that significantly help assimilation into 

local markets. Lastly, there are competitive advantages, regulatory environment and resource 

constraints. The concept of "Competitive Advantage" shows how Hungarian SMEs gain market 

differentiation through sustainability initiatives because sustainability now functions as a competitive 

advantage in specific market segments instead of being limited to regulatory compliance. The legal 

frameworks that determine compliance requirements for SMEs fall under "Regulatory Environment" 

since the EU Green Deal motivates entrepreneurs to focus on sustainability. The financial, human, and 

technological limitations affecting internationalisation and sustainability initiative implementation 

capabilities are represented by "Resource Constraints" as seen in the case of small and medium-sized 

enterprises being financially constrained from excelling in sustainability. 
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Diagram 1: Theoretical Model 
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4. Empirical findings 

4.1. Interview informant 1 (pseudonym: James) 

Introduction to the Informant 

James is a technical manager at the firm. The Hungarian SME engages in the manufacturing of 

innovative construction materials. A distinctive feature of the company is that the components are 

manufactured locally. These components will be utilised in construction. The founder of the company 

would work in construction as a blue-collar worker, as a result, he has become familiar what are the 

traits of a good-quality construction material. The old state of the construction materials manufacturing 

industry prompted the launch of the business.  

Internationalisation and surrounding factors  

According to James, the expansion beyond Hungary is a smaller-scale matter. The current state of the 

market has induced openness towards foreign markets. The firm entered the Romanian and Slovakian 

markets and has a Spanish partner. The logistics are handled by its partners. The firm follows different 

business strategies in Hungary and abroad. Abroad, they operate under different pricing, use a different 

pricing structure and display prices in euros. The firm’s supply chain is not affected by 

internationalisation, and he could not recall one single occasion when the foreign market’s institutional 

background facilitated their operation in any way. In many instances, a Hungarian construction material 

manufacturer has to meet more rigorous requirements in Hungary than abroad. James mentioned the 

case of polystyrene. Hungary requires polystyrene with a compressive strength of 80 kPa, while abroad, 

70 kPa is sufficient. Foreign networks help when it comes to sales, according to him. These foreign 

networks sell in their micro environment. James’ firm does not spend on advertising their goods, as it is 

done by the foreign networks. Because of the firm’s small size, the company is not affected in particular 

by networks pertaining to internationalisation. 

Circularity, environmental consciousness and compatibility  

When it comes to circular economy practices, their products cannot be integrated, as they do not have 

such product that can be recycled. Nonetheless, the leftover polystyrene could be regrind, but the legal 

regulations are unclear in this regard, so the legal framework does not permit it. The biggest sustainable 

challenges arise from the advantage of local SMEs. Local (foreign) SMEs have an advantage in raw 
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material procurement and logistics, as they can provide logistics services at a lower cost. Each company 

manufactures polystyrene in the same way, since the same material is being utilised. They do not release 

any pollutants. Hardly any byproduct is formed. But if a byproduct is formed, the firm will pass it on to 

the clothing industry. T-shirts are made out of polystyrene as a byproduct. The t-shirts are produced 

when the fashion industry extracts synthetic fibres from small compressed cubes they buy. 

Influence from other SMEs and sustainability 

The other firms–including SMEs–do not influence the company James works pertaining to 

sustainability. James reckons that sustainability is the interest of all firms. He thinks it is everyone’s best 

interest to generate good-quality products with minimal pollution.  The market where construction 

materials are being sold is not interested in sustainability. They would like to get good-quality 

merchandise at reasonable prices. Furthermore, what the customers care about is that the merchandise 

is safe for usage, i. e. does not cause any harm. However, there are examples of the usage of renewable 

energy, he added. The firm has a facility which operates with a separate thermal insulation system. The 

heating is implemented with a heat pump system, and a separate energy source has been added to ensure 

it can remain independent. This type of heating solution makes them independent of external fossil fuels. 

Then he mentioned other technologies that facilitate energy saving, concurrently contributing to the 

generation of new products. 

What really drives innovation?  

In his opinion, internationalisation did not lead to innovation, and he explained this by the small size of 

the market. However, their exposure to foreign markets inspired them to adopt new products. As an 

example, he mentioned clay-based products that are still under development. In his view, it is possible 

that the preservation of historical buildings leads to innovation. As an example, he told that in England, 

Tudor-era houses are required by regulation to avoid cement-based adhesives or closed-cell foams. Only 

fully renewable or environmentally friendly building materials may be used, and proper ventilation must 

be maintained. These materials cannot seal off walls from breathability, as doing so would damage these 

historic structures. International market demands and regulations require innovation while becoming 

increasingly stringent, though these measures inevitably increase production costs. For example, the 

European Union has implemented regulations mandating the removal of certain binding agents and 
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additives from paints, as these materials have been declared toxic. Companies like James’ follow market 

trends by striving to meet existing market demands. 

What could help? 

James believes small and medium-sized enterprises are financially constrained from excelling in 

sustainability. Customers demand cheaper materials on the market, which often cannot be reconciled 

with eco-friendly solutions. He argues that adopting sustainable practices during international expansion 

could be facilitated by more flexible regulations in Hungary's legal market. Stringent laws force 

companies to offer higher-priced products, making these premium sustainable goods harder to sell, both 

in Hungary and across European markets. 

4.2. Interview informant 2(pseudonym: William) 

Introduction to the Informant 

William is familiar with internationalisation and sustainability because of his family business, which 

expanded internationally approximately 30 years ago. Currently, he works as a consultant. His family 

business manufactured construction materials and successfully expanded into seven countries: Austria, 

Slovakia, the Czech Republic, Romania, Russia, Croatia, and Serbia. 

Internationalisation Motivations and Strategy 

The primary driver behind William's company's internationalisation was the need to utilise excess 

manufacturing capacity. As he explains: “This was a manufacturing construction company, so 

consequently, there was manufacturing free capacity that needed to be utilised.” This production surplus 

created an economic imperative to find additional markets, coinciding with growing demand for their 

construction products in surrounding countries. Rather than establishing new entities in foreign markets, 

the company strategically acquired or invested in existing local companies. William emphasises: “We 

didn’t participate in establishing new companies, but generally we looked for a partner company where 

we entered as an external investor.” This approach provided immediate advantages, as “the name of the 

company itself helped in not stepping into an unknown territory when entering the market.” It enabled 

the company to leverage existing relationship networks: “It was much easier to use the contact network 

of the local contact for these tasks.” 

Cross-Border Operational Challenges 
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Despite careful planning, William's company encountered significant operational challenges. Finding 

appropriate human resources was particularly difficult: “In all seven countries, it was very difficult to 

find a suitable person who wanted to do this, who had the patience to build the market.” Inappropriate 

personnel could cause “damage of very very high value” almost instantly. 

Success in one country did not guarantee success elsewhere: “The fact that it worked smoothly in one 

country did not guarantee at all that it would work in another country.” The regulatory environment 

presented another layer of complexity, with William noting that “everywhere has different legal 

regulations, everywhere has different human aspects, and you couldn't draw a template between one 

country and another.” William observed that the initial entry phase was often "much simpler than we 

expected," but after approximately 2-3 years, "administration became very cumbersome when the 

market had gotten used to it." Financial planning required careful forecasting, with "a certain loss 

calculated in advance" until operations became profitable. 

Institutional Environment and Market Dynamics 

William emphasises the critical importance of "legal security" and "predictability" for international 

operations. Abroad, a particularly challenging aspect was corruption, which created "much bigger 

problems" than other institutional factors. William observes that "foreign companies start from a slightly 

disadvantageous position" and face "counter-interest and counter-activity, mainly through corruption 

and from the authority side." The company actively aimed to influence the industry's landscape by 

targeting “a market segment where participation is as little or as low as possible.” Their approach 

focused on differentiation through services and financial opportunities rather than competing solely on 

product features or pricing, often "becoming almost market leaders" in their targeted segments. 

Sustainability Implementation in an International Context 

Implementing sustainability practices required country-specific approaches. William explains: "a 

separate sustainability plan had to be prepared for each country, since every country was different." The 

primary sustainability challenges centred around human resources and operational costs, including "the 

availability of local employees and their taxation system" and understanding how "cost accounting is 

tied to legal regulations" in each country. William identifies sustainability as a significant contributor to 

competitive advantage in foreign markets, where sustainability considerations are "almost the first thing 
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they approach and check," alongside financial indicators. He states that well-organised sustainability 

practices directly impact financial performance: "If we introduce well-organised sustainability practices, 

then efficiency will be reflected in the financial performance." 

Innovation and Knowledge Transfer 

Internationalisation facilitated bidirectional innovation flows between home and host countries. William 

describes how the company "localised innovation received from abroad, and then took this localisation 

back to the foreign market," creating cycles of innovation benefiting both home and host countries. 

William identifies a sequential relationship between market entry and sustainability innovation: "first 

foreign market demands and compliance with regulations" must be addressed, and only “after you are 

on the market, then you can shape sustainability things according to current market demands." 

SME Perspective on International Sustainability 

William contrasts international contexts with the Hungarian market. In foreign markets, companies "try 

to take the best, the most optimal step according to their resources," potentially enabling "an outstanding 

company to become leader in sustainability." The Hungarian construction industry presents greater 

challenges due to market volatility, characterised as "hectic" with high "proportion of circular debts" 

and frequent rule changes. Most Hungarian SMEs are "currently fighting for more optimal survival" 

rather than investing in sustainability leadership. For them, "becoming the leader of sustainability in the 

sector is not their main aspect," but rather “how they can optimise sustainability within their own realm." 

Support Needs for Sustainable Internationalisation 

William advocates for "a common taxation system" at the European level and "the open flow of 

technologies." He notes that regulatory fragmentation creates complexity for cross-border operations 

and advocates for regulations to be "on a common denominator." For expansion to distant regions like 

Asia, he emphasises the importance of developing "connections according to the local relations." 

4.3. Interview Informant 3 (pseudonym: Edward) 

Introduction to the Informant 

Edward is a sales manager and an expert in façade systems installations. With experience dating back 

to at least 2005 in the facade thermal insulation sector, Edward has observed the evolution of 

international business practices in the construction materials industry across multiple companies and 
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markets. His perspective encompasses both the entry of foreign companies into the Hungarian market 

and the challenges faced by Hungarian companies in international contexts. 

Profit-Driven Internationalisation and Market Selection 

According to Edward, the fundamental driver behind internationalisation is profit maximisation: "Every 

company wants to generate more profit... it can only do this if the manufacturing cost per product 

becomes lower." This cost reduction imperative leads companies to seek new markets when they reach 

saturation in their home territories. A company expands internationally when "it can no longer move 

forward due to any international regulations, customs, taxes. That's why it looks for another region, 

country, continent, to be more competitive." The selection of target markets follows a pragmatic 

assessment of opportunity. Edward characterises Hungary as "an interesting market" with numerous 

potential manufacturing customers. Certain markets are particularly attractive for introducing new 

technologies, especially in "backward" countries where innovations can gain traction despite not being 

widely adopted. 

Human Resource Challenges in Cross-Border Operations 

Edward identifies human resources, especially leadership, as one of the toughest challenges in 

internationalisation: "The biggest problem is human resources. If you don't find the right leader, then in 

many cases, you go in the wrong direction for years." These challenges manifest in two ways. First, 

there is the risk of dishonest leadership, where a foreign business entity might believe they're heading 

in the right direction until discovering their partner is acting in self-interest. Second, cultural and 

communication barriers arise when foreign managers are appointed: "After ten years, they brought 

someone from abroad, who simply couldn't make himself understood by the people in the given country, 

and tried to work against the wind for decades, and the company withdrew." Edward minimises other 

factors: "What concerns the licensing and acceptance around the product is a smaller problem in my 

opinion than human resources, because, with a good leader, a company can overcome any obstacle." 

Market Adaptation and Strategy Reconfiguration 

SMEs must adapt their strategies when entering new markets, particularly due to price disparities. If a 

company from country X manufactures superior quality goods meeting the regulations of Union Z and 

country X, but expands to country B where prices are 50% cheaper, it cannot sell its product profitably 
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in country B. This situation prompts companies to reconfigure their entire supply chain and business 

model, finding manufacturers in country B that produce more cheaply while maintaining quality 

standards. Regulatory variations further complicate these adaptations. A strategy might "operate 

completely with its basic strategy" in countries like "the Czech Republic, Slovakia, Poland and 

Romania", but fail in Hungary because "here stricter requirements are requested than the EU 

regulations." 

Access to Established Distribution Networks 

Access to established distribution networks is critical for successful market entry. Edward explains that 

"the local network for a manufacturing company is a sales channel" and emphasises how international 

relationships transfer advantages across borders: "If its foreign parent company has a very good 

relationship with a network that operates in a given country, then the network in that country says that 

this manufacturer also enjoys priority." This network advantage creates an immediate competitive 

position: "It gains a significant advantage, already from the start, in contrast to another company, which 

achieved a certain acceptance at this network over the years." 

Sustainability Implementation in an International Context 

Edward noted that "locally these companies manufacture extremely environmentally conscious, in 

compliance with every single regulation, even going beyond it." This commitment extends to multiple 

dimensions: "They reduce emission gases. They clean the public utility water, release it back into local 

streams, and they try to become an invisible manufacturer." This environmental consciousness is 

complemented by social sustainability practices, with companies employing "the actors of the 

community, rewarding them with true salary." Edward highlights ongoing efforts to improve 

sustainability through "continuously developing in the direction that packaging should be recyclable" 

and optimising logistics. 

Edward's perspective suggests that sustainability has become standard business practice: "I haven't really 

encountered a company that wouldn't integrate some sustainability principle into its operation." 

However, he acknowledges that sustainability initiatives often serve strategic business purposes rather 

than purely altruistic aims: "They do it out of self-interest." 

Sustainability Challenges Across Borders 
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Despite the standardisation of sustainability practices within companies, Edward identifies significant 

challenges in implementing consistent approaches across different markets, pointing to "senselessly 

imposed taxes" and "excessive environmental expenditures" that create uneven burdens. Political 

instability compounds these challenges, as "these taxes continuously change as governments change," 

making international expansion "a kind of gamble." 

Innovation in Sustainable Building Materials 

Internationalisation has driven significant innovation in sustainable building materials. Edward provides 

the example of thermal insulation materials: "It was invented in 1954, and this was the case until 1995, 

that it was only white, but in 95 they invented the graphites, the gray one. Thereby that gray has 20% 

better thermal insulation value, therefore instead of roughly 10 cm, 8 was enough."This innovation 

created multiple benefits, including additional sellable area in buildings. Edward emphasizes that "all 

this was realised by international companies and they transferred these developments to the given 

country," highlighting how internationalisation facilitates the transfer of sustainable technologies across 

markets. 

SME Challenges and Opportunities in Sustainability 

Small and medium-sized enterprises face distinct challenges in sustainability leadership. Edward 

suggests that companies with specialised products may find niches where they can excel, but SMEs 

generally struggle with cost disadvantages: "It's terribly difficult for them, since they cannot make their 

operational costs cheaper, and thereby in many cases they are at a disadvantage compared to 

international companies." Edward identifies quality and efficiency as essential for SME success: "A way 

to progress happens when they manufacture flawless quality, at least the same quality as what comes in 

from the international manufacturer and continuously think about how they can make the manufacturing 

more economical." 

4.4. Interview informant 4 (pseudonym: Henry) 

Introduction to the Informant 

Henry works at a Hungarian SME that deals with steel structure manufacturing. The company produces 

between 10-15 thousand tons of steel structures annually, representing 5-10% of the Hungarian market 

volume. They follow an export-oriented approach to internationalisation while maintaining centralised 
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operations in Hungary. The steel structure manufacturing industry has characteristics that influence 

internationalisation decisions, including high fixed costs that necessitate consistent capacity utilisation. 

As Henry explains, "For the plant to operate economically, approximately 70-80% of its capacity must 

be continuously fulfilled, month after month." 

Capacity-Driven Internationalisation Strategy 

The motive behind internationalisation is induced by capacity utilisation. Henry expressed: "This, 

relying exclusively on the Hungarian market, unfortunately, cannot necessarily be achieved. And this, 

by manufacturing for abroad as well, provides a security in terms of being able to load our capacities." 

This perspective conveys internationalisation as a necessity for operational viability rather than an 

optional strategic direction. The company has adopted an export-focused model, manufacturing in 

Hungary and shipping to international clients. The capacity-driven approach influences how they 

evaluate success in international markets. Rather than measuring market share growth, the key metric 

becomes the stability and consistency of production volume. International sales safeguard against 

domestic market fluctuations, ensuring continuous operation essential for profitability. 

Relationship-Building as Core Internationalisation Challenge 

Henry identifies relationship development as the primary obstacle: "Actually, building the appropriate 

business relationships is always the biggest challenge, so for us, adapting to standards, to quality, to 

shipping, to other things... didn't cause us particular problems. Rather than building the appropriate 

relationship, gaining trust." The company leverages existing relationships to develop new business 

connections: "We need to acquire connections; it's easiest to gain new ones through existing connections, 

so this is of paramount importance." This network-based approach creates a domino effect where initial 

relationships lead to further opportunities: "If we want to establish a new connection, develop the 

appropriate relationship with them, then they will recommend us to others, so this catalyses the further 

steps." 

Sustainability Integration in International Business 

Henry's company has proactively integrated sustainability principles into its operations, positioning 

itself as a pioneer among Hungarian SMEs. "The ready industrial manufacturer is quite pioneering from 

this perspective. In Hungary, definitely, but even at the European level." This leadership position reflects 
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both strategic foresight and response to emerging market trends. The company measures and tracks the 

environmental footprint of their products: "The product itself also has an environmental footprint, and 

we also measure and do that, and this is becoming increasingly important in the market." This capability 

has become increasingly relevant as international clients request environmental documentation about 

carbon dioxide certificates and energy usage. The company has implemented sustainability in its energy 

sourcing: "We try to support our own plant's energy supply from our own resource, so our own solar 

energy system." This initiative combines environmental benefits with economic advantages: "This 

definitely becomes efficient, so it's a returning investment, and sooner or later it turns positive." 

Competitive Advantage Through Sustainability Capabilities 

The company's sustainability initiatives are increasingly translating into competitive advantages. Henry 

explains: "If such a need appears on the part of the client, then we can satisfy it, then that can appear as 

a competitive advantage in certain circles." The company has implemented formal certification systems 

that account for both process and product carbon dioxide emissions, positioning it among "the few who 

can satisfy this" requirement. Despite its proactive approach, the company faces challenges from 

international competition: "Currently, the entire European economy lives under the threat of Chinese 

expansion. This is especially true here in Hungary and in steel structure manufacturing." The capital-

intensive nature of sustainability improvements presents another challenge, particularly for SMEs: 

"Whatever we talk about, any kind of thing requires investment, so capital must be involved, invested, 

whether in energy supply, a new product process, or even in a new qualification too." 

4.5. Interview Informant 5 (pseudonym: George) 

Introduction to the Informant 5 

He is an architect and a construction project consultant. The firm helps customers to plan their houses 

and helps organisations to build their office buildings. From roof to masonry, and from paving to façade 

cladding. Generally, they focus on acquisitions and partnerships when they intend to enter new markets. 

In Central and Eastern Europe, the firms expand through local production facilities. Sustainability was 

a catalyst, and still is, since green building solutions are sought after in many circles now. For instance, 

EU Green Deal encourage entrepreneurs to be more conscious regarding sustainability.  

Internationalisation Experience and Strategy 
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The internationalisation process at George’s company was primarily driven by excess production 

capacity. As the representative explained: “With full utilisation of production capacities, the unit 

production cost decreases, which made it advantageous to export to neighbouring countries first, and 

then establish manufacturing operations there as well.” This refers to the gradual internationalisation 

model. The company first enters new markets via exports. And continue only if there are signs for future 

success. When entering international markets, the firm faced significant challenges related to regulatory 

compliance. The company had to navigate “local regulations and market entry rules” specific to each 

country, which required developing expertise in diverse regulatory environments. This challenge is 

common among manufacturing companies expanding internationally, as construction materials are often 

subject to strict national standards and certification requirements. The internationalisation process 

necessitated adaptations to the company’s product portfolio and production planning. The representative 

noted that “special product tailored to the local market had to be added to the manufacturing elements”, 

and that “new products and new demands influenced production planning.” The quotation suggests the 

company followed a hybrid approach to entering new foreign markets. They maintained efficiency while 

standardising and adapting their products to new markets. Initially, they relied on their partners to help 

them with distribution. Later, the SME started to operate more independently.   

Sustainability Initiatives and Challenges 

Sustainability has become an integral part of the company’s internationalisation strategy, with a primary 

focus on reducing carbon dioxide emissions. The company has incorporated circular economy principles 

into its operations, motivated by environmental rather than immediate financial benefits. As the 

representative stated: “sustainability currently has no financial advantages, it has more of a marketing 

value.” The sustainability challenges faced by the SME are consistent across both domestic and 

international operations. He said there is “no difference” between markets in terms of focus on “reducing 

energy consumption and CO2 emissions.” This suggests that the company has adopted a global approach 

to environmental management, applying consistent standards across its operations regardless of location.  

The company’s sustainability initiatives have been influenced by industry leaders, with the 

representative acknowledging that “greater emphasis must be placed on environmental protection.” One 

concrete example provided was the implementation of a “biodiversity programme that includes planting 
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trees, shrubs, and flowers on factory premises.” This demonstrates how sustainability efforts extend 

beyond production processes to include broader environmental stewardship of company properties. 

They operate environments where meeting sustainability stipulations is a requirement. “Greening is a 

general customer and social expectation.” 

Innovation and Market Adaptation 

Internationalisation has stimulated innovation in sustainable construction materials at the SME where 

he works. The interviewee provided examples: “Where possible, we burn hydrogen instead of natural 

gas. We plan to develop electric kilns that would operate with ‘green’ electricity.” These innovations 

mean significant shifts in production technology aimed at reducing the carbon footprint of energy-

intensive manufacturing processes.  The company’s sustainability initiatives are shaped by regulatory 

frameworks, with the representative stating that “we try to reduce CO2 emissions based on regulatory 

requirements.” This indicates a compliance-driven approach to sustainability, where regulatory 

standards serve as a minimum requirement for environmental performance.  

Strategic Positioning and Future Outlook 

The SME’s strategic approach is characterised as reactive rather than proactive, with the representative 

explicitly stating that the company’s strategy is influenced by the external environment. The company 

tries to adapt instead of reshaping the industry standards. The interviewee identified higher production 

costs as the major obstacle preventing SMEs from becoming leaders in sustainability within the 

construction materials sector. This economic challenge highlights the tension between environmental 

goals and financial performance, particularly for companies operating in price-sensitive markets. 

To implement more sustainable practices while expanding internationally, the firm would benefit from 

“tax incentives to encourage the additional costs of sustainability.” This could imply the need for policy 

support to offset the economic disadvantages of early adoption of sustainable technologies and practices.  

Ultimately, the company has successfully internationalised through the gradual approach of exports 

followed by local production, while simultaneously adapting to increasing sustainability expectations. 

The company faces the challenge of balancing environmental goals with economic performance and 

sees policy support as essential for accelerating the transition to more sustainable construction materials 

manufacturing.  
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4.6. Interview Informant 6 (pseudonym: Oliver) 

Introduction to the Informant 6 

Internationalisation Experience and Motivation 

Oliver is a senior executive at the SME, an established Hungarian construction company. The primary 

motivation for expanding beyond the Hungarian market was the shrinking domestic construction sector. 

As Oliver explained: “One motivation for the company to go abroad was the narrowing of the Hungarian 

market and the economic nature of the construction industry.” This aligns with traditional 

internationalisation theories that identify market saturation as a key push for foreign expansion.  

The SME has established an active presence (e.g. via subsidiaries) in Ukraine, Romania, and Serbia, 

strategically approaching these markets with native-speaking colleagues to overcome potential language 

barriers. Overcoming the language obstacle is one of the most common obstacles in the context of 

internationalisation. Oliver emphasised that despite having native speakers, the company still faced 

significant challenges: “In all three locations–Ukraine, Romania, Serbia–cooperation with authorities 

and gaining market share are the main challenges.” A notable aspect of thus company’s 

internationalisation experience is their recognition that each country has its unique established systems, 

both in terms of official procedures and business cooperation. Oliver distinguished between the 

“official” aspects, such as regulatory approvals and authority interactions, and the “soft” aspects of 

cooperation between economic entities.  

Market Entry and Operational Strategies 

The company’s approach to supply chain in new markets followed the Hungarian model. Oliver said 

there were no significant differences that would indicate a complete redesign. However, production 

processes require optimisation based on local conditions, particularly regarding the proximity to raw 

materials. One example he said: “When we established a prefabricated concrete plant in Ukraine, it was 

important to consider the distance to gravel and cement production facilities.” The initial business 

strategy in new markets focused primarily on marketing, market acquisition, and building brand 

recognition. The challenge of starting from zero, as he said. This approach aligns with the gradual market 

commitment perspective of the Uppsala internationalisation model, where companies incrementally 

increase their presence and investment as they gain market knowledge. In terms of institutional support, 
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Oliver mentioned that while he was not involved, he was aware of subsidies in Romania that could be 

utilised for new factory construction. This indicates that the company has been attentive to leveraging 

institutional advantages in host countries, though perhaps not as systematically as they could have. 

Networks and Partnerships in Internationalisation 

Oliver highlighted the significant role of professional networks in the company’s internationalisation 

process. He specifically mentioned LinkedIn as an effective tool for international relationship building, 

noting that “the presence of Romanian and Ukrainian companies on LinkedIn is effective.” This implies 

how digital platforms have transformed networking in international business contexts. Traditional 

networking methods also remain important. Oliver described how industry exhibitions and professional 

conferences in each country facilitate connections with local specialist companies: “In every country, 

there are exhibitions similar to Construma (Hungarian construction exhibition) and professional 

conferences where relationships are built with local specialist contractors and companies.” These 

connections, according to Oliver, significantly aided the company’s assimilation into local markets. For 

example, on one occasion, Oliver’s company collaborated with a famous multinational that deals with 

food and beverages and did a partnership-based market entry to enter the Ukrainian market. They jointly 

researched the market, explored prefabrication plants, and examined where gravel and cement were 

available. This co-entry strategy allowed the company to leverage the multinational’s resources and 

reputation while establishing its own presence.  

Sustainability Integration in International Operations 

The company has deliberately integrated sustainability and circular economy principles into its 

internationalisation strategy. Oliver emphasised this was not merely for environmental protection but 

also for economic efficiency: “Sustainability is not only about environmental protection but is also 

interesting from an economic perspective.” This dual motivation (ethical and economic) appears to 

strengthen the company’s commitment to sustainable practices. Oliver noted that sustainability 

principles are more accepted in Hungary than in some of their foreign markets, suggesting a potential 

first-mover advantage in bringing advanced sustainability practices to less environmentally conscious 

markets. The company has institutionalised its approach through dedicated sustainability section on its 

website that outlines environmental, social and corporate governance aspects. 
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A key aspect of their sustainability strategy is its implementation at the holding/group level, which then 

cascades down to all subsidiaries. Oliver stated: At the holding or group level, this is treated as an 

ideology that every group company implements or introduces.” This top-down approach ensures 

consistency across international operations while allowing for local adaptations. 

Sustainability Initiatives and Innovations 

In the social dimension, Oliver described their time tracking system for employees–a person cannot 

work more than eight hours. This system was later extended to subcontractors as well, to prevent 

overwork and exploitation, addressing the “well-being” aspect of social sustainability. In terms of 

innovations, the development of steel formwork park that reduces wooden formwork consumption in 

their prefabricated concrete structures. They are not a major innovation, but rather incremental. The 

company has established a dedicated organisation to monitor regulatory requirements and client needs 

regarding sustainability. Furthermore, their business development team provides continuous feedback 

about market demands. Oliver explained how they adapt to these requirements: “If a specific client 

wants to collect selective waste or hazardous waste in a particular way, we develop an administrative 

system that meets their needs.” This responsive approach allows the company to tailor its sustainability 

practices to diverse international contexts.  

The multinational business partners of their firms are strict when it comes to adhering to regulations that 

aim to contribute to better sustainability practices. Therefore, the company must adapt to these 

requirements to secure contracts. Oliver provided an example with a beer manufacturing company, 

where they had to declare in advance that they would construct according to carbon footprint 

calculations. “For earthworks, we had to use trucks whose consumption or carbon monoxide emissions 

did not exceed certain limits.” This client-driven pressure appears to be a more significant driver of 

sustainability practices than regulatory requirements in their international operations. Oliver believes 

that sustainability provides a competitive advantage, particularly because many competitors don’t fully 

understand the parameters: “We gain a competitive advantage by knowing what we’re talking about.” 

This knowledge advantage, combined with the operational efficiencies that sustainable practices can 

bring, contributes positively to financial performance and operational effectiveness.  

Market Research and Strategic Approach 
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This group employs a structured approach to market research and entry, utilising a dedicated company 

to examine new markets before entry. Their strategy involves entering new markets with specific 

projects rather than starting from scratch. Oliver emphasised the importance of having a concrete project 

when one is about to enter a new market: “You shouldn’t start international expansion from nothing, 

you should bring some task with you.” This firm is proactive, meaning it endeavours to influence the 

market rather than adapt to it.  

4.7. Interview informant 7 (pseudonym: Harry) 

Information about the Interview Informant 

Interview Informant 7 is the owner of a Hungarian Small and Medium-sized Enterprise (SME) operating 

internationally. The company primarily deals with geodetic instruments used in the construction 

industry, other construction-related tools for testing concrete quality, as well as Building Information 

Management (BIM) technology. 

Internationalisation Strategy and Experiences 

His firm's decision to internationalise was primarily motivated by the increased demand observed in 

foreign markets following Hungary’s accession to the European Union, coupled with a strategic 

objective to expand business volume beyond the limitations perceived within the domestic market. The 

expansion process, however, presented significant challenges. Key among these were the complexities 

of understanding the specific nuances of local markets, including the mindset of local actors, prevailing 

market expectations, and navigating unfamiliar legal and regulatory landscapes. Furthermore, 

optimising logistics and establishing suitable payment terms posed considerable hurdles. Harry’s 

company addressed these challenges by leveraging accumulated experience and actively engaging with 

partners, which proved instrumental in overcoming initial difficulties. 

The process of internationalisation necessitated adjustments within the company’s operations, 

particularly concerning the supply chain. Nevertheless, his company does not produce directly. Before 

the international extension, he sought suppliers and partners who helped with logistics. This way, they 

can succeed domestically and globally. Adapting to local customer needs and preferences was also 

highlighted as a crucial consideration for any entity entering international markets. 
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Networking emerged as a vital component of his company’s internationalisation strategy. Social 

networks were recognised for their potential in building relationships, discovering new business 

opportunities, and identifying potential partners, clients, or suppliers. The company successfully gained 

access to local networks in new markets, often facilitated through connections with the foreign units of 

established international companies or by collaborating with local partners such as distributors and 

agents. These networks significantly eased market entry by providing access to existing infrastructure 

and established relationships. The informant did not recall specific instances where the institutional 

environment of a host market offered distinct opportunities that positively influenced their 

internationalisation. Regarding strategic posture, Harry’s company, like many SMEs, tends to adapt its 

strategies in response to the external environment, particularly the often stringent regulations and 

sustainability expectations encountered in international markets. While acknowledging the potential for 

sustainability initiatives to shape market evolution, the company’s ability to actively influence its 

environment is recognised as being fundamentally limited by its size. 

Sustainability Practices and Challenges 

The integration of sustainability and circular economy principles into his firm's strategy is contingent 

upon several factors, including industry specifics, market demand, the regulatory environment, and the 

company's sustainability objectives. The informant noted that implementing sustainable practices often 

involves substantial investment and can be a time-consuming process, posing particular difficulties for 

SMEs with limited resources. 

A primary sustainability challenge faced in foreign markets compared to domestic operations stems 

from the heterogeneity of international regulations. While regions like the EU enforce strict 

environmental and sustainability standards, other markets may have less demanding requirements. This 

regulatory divergence creates complexity for globally operating companies, requiring them to 

potentially apply high standards developed for one market across others with less stringent rules. 

His firm's sustainability initiatives are significantly influenced by external pressures and support 

mechanisms. Government policies, such as the EU Green Deal and climate change regulations 

mandating emissions reductions, serve as powerful incentives for adopting sustainable practices. 

Demands from international partners and customers also play a role in shaping the company's 
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commitment to sustainability in foreign markets. Harry indicated that their sustainability efforts have 

not been directly shaped by major industry players, nor have they encountered significant resistance 

from specific stakeholders, although the potential for resistance due to cost implications or conflicts 

with local norms was acknowledged. 

Sustainability is viewed as a potential source of competitive advantage, especially in international 

markets where environmental regulations, consumer preferences, and industry trends increasingly 

favour sustainable solutions. The informant recognised the broader trend where sustainability demands 

are driving innovation in the sector, such as the development of building materials incorporating 

recycled content or utilising waste recovered through selective waste management. 

The demands and regulations of foreign markets are thus primary drivers shaping his companies' 

sustainability initiatives. The company must remain flexible and adapt its practices to meet the diverse 

sustainability expectations across different markets. 

Addressing the broader obstacles for SMEs in the construction materials sector, the informant 

highlighted significant barriers to sustainability leadership. These include the substantial investment 

required for new technologies, energy efficiency measures, or sustainable sourcing, which often exceeds 

the capital available to SMEs. Furthermore, competitive pressures, sensitivity to economic cycles, and 

political instability can hinder sustainability adoption. 

To facilitate the implementation of more sustainable practices during international expansion, the 

informant emphasised the need for a predictable economic policy landscape and a consistent, 

harmonised regulatory environment. Simplifying bureaucracy and aligning regulations, potentially 

through better integration and rethinking of EU rules, could reduce costs and ease market integration. 

Finally, more effective allocation and utilisation of Research and Development (R&D) funding were 

identified as crucial for enhancing efficiency and supporting SME sustainability efforts. 

4.8. Interview informant 8 (pseudonym: Jack) 

Internationalisation Experiences 

The primary motivation for Jack’s company internationalisation was threefold: expanding their market 

reach beyond Hungary, achieving potentially higher selling prices compared to the domestic market, 

and gaining valuable experience operating within the international milieu. However, this expansion was 
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not without challenges. Jack highlighted the perception issue faced as an Eastern European business, 

noting that Western European ‘partners’ often expected to trade at a lower prices. Furthermore, 

navigating and complying with local regulations in diverse foreign markets, coupled with the difficulty 

of identifying and establishing relationships with suitable international partners. International operations 

necessitated tangible adjustments to the company’s processes. The need to serve foreign markets 

required maintaining larger warehouse inventories to ensure supply availability. Logistically, the 

company had to adapt to manage increased truck traffic associated with international shipments. Jack’s 

firm also had to tailor its product offerings to meet specific, sometimes unfamiliar, foreign consumer 

preferences. For example, colour preference–dark and light depends on the region.The influence of the 

host market’s institutional environment was perceived as limited but offered some benefits, such as 

enabling the company to maintain a market presence for longer durations. Jack stated that the social 

networks played no role in their internationalisation strategy. Similarly, the company had no experience 

in accessing or leveraging local networks upon entering new markets, suggesting a more direct or less 

embedded approach to market entry.  

Sustainability and Circular Economy Integration 

Jack’s company demonstrated an engagement with sustainability principles, particularly concerning 

packaging. For instance, opting for materials that naturally occur in the environment and implementing 

take-back systems. This commitment extends to collaboration with partners. While the company had 

explored using PLA (polylactic acid), biodegradable plastic, this option was deemed currently unviable 

due to market affordability constraints.  

Legal and regulatory requirements were reported to be the primary drivers for the company’s 

sustainability initiatives. Beyond compliance, Jack also pointed to the appeal of innovative product 

features. Notably, the company’s sustainability efforts were stated to be uninfluenced by the actions of 

major players within the industry. Foreign market demands and regulations were considered important, 

viewed as leading indicators of trends that might eventually permeate other markets, thus offering a 

potential competitive advantage through early adaptation. Despite these initiatives, the company faces 

resistance, primarily from a broader industry context. Within the EU, however, Jack perceived 

sustainability expectations to be relatively consistent across member states, suggesting this was not a 
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major source of challenge. Strategically, he adopts a reactive stance towards sustainability, meaning he 

follows requirements and such and does not try to mould the market environment.   

Market Environment, SME Obstacles, and Support Needs 

Reflecting on broader challenges for SMEs, potentially extending beyond their specific sector, Jack 

identified high innovation costs and the limitations imposed by a small network as significant obstacles. 

Focusing on their own industry, the informant expressed deep concerns about the prevailing market 

dynamics. A strong need for fair trade practices was emphasised, criticising detrimental pricing 

strategies summarised by the notion of “selling everything for whatever price we can get.” Adherence 

to transparent and equitable free trade rules at all levels–encompassing producers, traders, and 

policymakers–was deemed crucial.  

4.9. Interview informant 9 (pseudonym: Leo) 

Introduction about the Informant 9 

Leo represents a medium-sized Hungarian company specializing in innovative insulation materials, 

established in the late 1990s. The company embarked on its internationalization journey around 2015, 

initially targeting neighbouring countries such as Austria, Slovakia, and Romania, with ongoing 

exploration of further market expansion.  

Internationalisation Journey and Motivations 

The primary impetus for international expansion stemmed from perceived saturation within the domestic 

Hungarian market for the company's specialised high-performance insulation products and the 

subsequent slowdown in domestic growth potential. Concurrently, the company identified increasing 

demand for energy-efficient building solutions in adjacent countries, incentivised by factors like EU 

regulations and rising energy costs. This strategic move aimed to unlock new growth avenues and 

diversify market risk.  Leo emphasised the company's confidence in its product quality and thermal 

performance as key competitive advantages, facilitating the decision to operate beyond national borders. 

Initial market entries focused on Slovakia and Romania due to geographical proximity. 

Challenges in International Markets 

Entering foreign markets presented numerous hurdles. Navigating disparate regulatory landscapes, 

including varying building codes, certification requirements (e.g., CE marking, national standards), and 
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administrative procedures, demanded significant investment and adaptation. Establishing brand 

recognition and building trust against larger, incumbent competitors proved a major challenge, 

particularly as an SME from Hungary. This necessitated persistent effort in cultivating relationships 

with distributors, contractors, and specifiers. Logistics and transportation costs for bulky insulation 

materials posed another substantial and ongoing challenge, requiring continuous optimisation of 

delivery routes and cost management across borders. Cultural and linguistic differences, although 

perhaps less pronounced in neighbouring countries, still necessitated adjustments in marketing 

communications and negotiation approaches.  

Impact of Internationalisation on Operations and Strategy 

Internationalisation profoundly reshaped the company's operations and strategic direction. The supply 

chain required enhancements for robustness and flexibility to manage potentially larger, fluctuating 

demand and source materials compliant with diverse market regulations. Inventory management 

systems were improved to accommodate stock for multiple countries. Production processes underwent 

scaling, including investments in automation to boost capacity and ensure consistent quality vital for 

international competitiveness. Stricter quality control measures were implemented to meet varied 

international standards. Strategically, the company transitioned from a domestic focus to a regional one, 

necessitating continuous monitoring of market trends and competitor activities across multiple 

countries. Research and development efforts also adopted a more international perspective, aligning 

with broader European trends in construction and sustainability. Export growth and market 

diversification became explicit components of the overall business strategy. 

Role of Institutional Environment and Networks 

The institutional environment in host markets offered tangible opportunities. EU-funded regional 

development programs supporting energy-saving construction technologies also indirectly boosted 

demand. Social networks and partnerships were deemed critical. Domestic networks provided initial 

advice, while international partnerships, particularly with local distributors and sales agents, were 

fundamental. These partners offered essential local market knowledge, customer relationships, and 

cultural understanding. Participation in international trade fairs served as a key platform for networking, 

partner identification, and enhancing brand visibility. Access to local networks, primarily facilitated 
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through these partners, was crucial for building credibility, understanding market nuances, gathering 

product feedback, and identifying new business opportunities. 

Integration and Role of Sustainability 

Sustainability, initially cantered on the energy efficiency of the insulation products, has become an 

increasingly integral part of the company's strategy over the past five years. This shift is driven by 

growing market demand, stringent EU regulations promoting greener construction, and an internal 

commitment to responsible business practices. The company actively highlights recycled content and 

waste minimisation efforts in its international positioning. While exploring circular economy initiatives 

like take-back schemes presents cross-border logistical complexities, sustainability is viewed not merely 

as a compliance issue but as a potential competitive advantage, especially in markets with high green 

building standards. Leo noted that sustainability expectations are often higher and more specific in 

export markets compared to the domestic context, requiring efforts like obtaining Environmental 

Product Declarations (EPDs) and ensuring supply chain transparency. 

Sustainability Challenges and Influences 

Key sustainability challenges in foreign markets include the cost and effort associated with documenting 

and certifying environmental performance, increased scrutiny of supply chain sustainability, the 

complexity of cross-border reverse logistics for circular economy models, and the need to adapt to 

varying sustainability regulations and demands across different export markets. The company closely 

monitors the sustainability initiatives of major industry players, whose actions often set benchmarks and 

influence market expectations. While acknowledging internal resistance due to perceived costs and 

external resistance in price-sensitive segments, Leo emphasized that the commitment to sustainability 

is driven by a combination of regulatory pressure (EU directives, national codes), customer, and partner 

feedback. Government incentives for sustainable construction provide positive reinforcement. 

Sustainability as a Competitive Advantage 

 Leo firmly believes that sustainability contributes significantly to the company's competitive advantage 

in foreign markets. Products with strong energy efficiency and documented environmental credentials 

differentiate the company, enabling access to projects with high environmental standards and appealing 

to environmentally conscious customers. Although requiring upfront investment, sustainability practices 
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are expected to positively impact long-term financial performance and operational efficiency through 

waste reduction, energy optimization, enhanced brand reputation, and potentially attracting talent and 

green finance. While  Leo provided brief negative responses when asked directly if internationalization 

led to sustainable innovations or if foreign demands directly shaped initiatives, the detailed accounts 

throughout the interview strongly suggest that international market requirements, regulations, and 

competitor actions significantly influence the company's sustainability focus and practices as part of its 

international strategy and quest for competitive advantage. 

SME Obstacles in Sustainability Leadership 

Finally,  Leo highlighted significant obstacles preventing SMEs from leading in sustainability within 

the construction materials sector, primarily citing resource constraints. Limited resources hinder 

substantial investment in cutting-edge R&D for novel sustainable materials or processes and make 

affording complex environmental certifications challenging compared to larger corporations. 

4.10. Interview informant 10 (pseudonym: Thomas) 

Journey and Strategy 

Thomas’ company specialises in producing panels. The primary motivations for expanding beyond the 

domestic Hungarian market was basically the perceived saturation and limited growth opportunities 

within Hungary. Internal push factors (growth and diversification needs) and external pull factors 

(market demand) prompted a cautious expansion strategy, initially targeting nearby markets with similar 

regulatory landscapes, such as Austria, Slovakia, Romania, and Croatia. International activities, 

managed through distributors and strategic partnerships, have grown significantly over time, currently 

accounting for approximately 35% of the company’s total revenue. 

The process of entering and operating in international markets presented multifaceted challenges. Key 

hurdles included navigating diverse regulatory environments and building codes, with obtaining 

necessary product certifications proving complex and costly. Logistics posed another significant 

obstacle, requiring the establishment of new partnerships and supply chain optimisations to ensure 

timely and cost-effective cross-border delivery. Building brand awareness and trust in new territories 

against established local competitors demanded a clear differentiation strategy emphasising product 

quality, innovation, and the company's eco-friendly focus. Furthermore, identifying and securing 
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reliable local distributors who understood the product and aligned with the company's business 

philosophy required considerable time and effort. 

Internationalisation has had a profound impact on the company's operations and strategy. The supply 

chain became more intricate, necessitating international sourcing for certain raw materials to meet 

specific standards or cost points, alongside the need for robust cross-border logistics partners. 

Production processes required enhanced flexibility to accommodate varying product specifications and 

labelling requirements across different countries, leading to investments in machinery upgrades to boost 

capacity. Strategically, the expansion fostered a more outward-looking and adaptable organisational 

mindset. It necessitated the development of distinct market entry strategies, increased investment in 

international marketing and technology procurement, and active management of currency fluctuations 

and diverse payment terms, fundamentally shifting the business focus from primarily domestic to 

significantly international. 

Networks and Partnerships 

Social networks and partnerships, both domestic and international, were identified as critically important 

throughout the internationalisation process. Initial domestic connections within the Hungarian 

construction industry association provided foundational knowledge about exporting and facilitated 

connections with potential logistics providers. Internationally, partnerships, particularly with 

distributors in markets like Croatia and Slovakia, formed the expansion strategy. These relationships 

evolved beyond simple transactions into strategic collaborations involving shared market insights, joint 

marketing efforts, and technical training. 

Participation in international trade fairs was highlighted as a vital networking activity, enabling 

interactions with potential customers, partners, suppliers, and competitors, thereby building the 

company's international network and facilitating knowledge acquisition about industry trends. 

Accessing local networks within host markets, often facilitated by established local partners, proved 

gradual but essential. These local connections provided credibility, deeper understanding of local 

business culture and market nuances, and generated valuable leads. For instance, insights gained through 

a partner network in Germany led to adaptations in product messaging to better resonate with regional 
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preferences. These networks are crucial for transitioning from a foreign supplier to an integrated market 

player.  

Sustainability as a Core Business Element 

Sustainability was presented not merely as an initiative but as a core element of the company's product 

identity and overall business strategy, deeply integrated into its international operations. The primary 

product, an eco-friendly insulation panel incorporating significant recycled content, serves as a key 

differentiator in both domestic and international arenas. The environmental benefits, such as building 

energy savings and reduced landfill waste, are actively promoted in international marketing efforts. The 

company is also exploring circular economy principles, such as potential take-back schemes for end-of-

life panels, although acknowledging the logistical complexities involved in implementing such systems 

internationally. This focus on sustainability is perceived as both ethically sound and a source of 

competitive advantage, particularly as European regulations and customer preferences increasingly 

favour sustainable construction solutions. However, distinct sustainability challenges exist in 

international markets compared to domestic operations. These include navigating varying environmental 

regulations and standards across countries, the increased complexity and cost of implementing 

sustainable logistics (like take-back schemes) across borders due to differing transport and waste 

management regulations, the need for careful assessment regarding the sustainability claims of 

international raw material suppliers, and balancing the costs of sustainable practices against persistent 

price sensitivity in some international markets. 

While the company's core sustainability focus originated internally, the actions of major industry players 

are monitored. Large competitors launching significant sustainability initiatives can set industry 

benchmarks, influence customer expectations, and shape regulatory trends, sometimes prompting the 

SME to accelerate its own related efforts or adopt specific practices/certifications to remain competitive. 

Foreign market demands and regulations are significant drivers shaping specific sustainability initiatives 

beyond the core product, particularly concerning waste management and producer responsibility rules 

in certain EU countries, which necessitate adaptation for market access. 

Sustainability is viewed as a key pillar of competitive advantage in foreign markets, especially those 

with high environmental awareness. It facilitates differentiation, provides access to green building 
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segments, enhances brand reputation and customer loyalty, and potentially justifies premium pricing. 

Furthermore, the focus on sustainability has driven operational efficiencies, such as process innovations 

reducing waste and energy consumption stemming from optimizing the use of recycled materials. 

Engagement with international stakeholders primarily occurs through open communication with 

customers and distributors, participation in trade fairs, collaboration with key suppliers, and indirect 

engagement with policymakers via industry associations. 

Challenges for SMEs in Sustainability Leadership 

Thomas thinks there are many obstacles firms like his have to overcome when it comes to sustainability. 

Resource constraints, particularly limited financial capital for green advancements, technology 

investment, and costly international certifications, are paramount. SMEs often lack the scale to 

significantly influence supply chains or efficiently implement complex circular economy models. 

Achieving market visibility against the marketing power of large corporations and gaining access to 

large projects or key distribution channels remain significant challenges. The administrative burden of 

navigating complex and fragmented international environmental regulations is substantial for smaller 

teams. Finally, a potentially higher perceived risk associated with pioneering new sustainable 

technologies can lead to greater caution compared to larger, more diversified firms. 

To overcome these barriers and enhance sustainable practices during international expansion, specific 

forms of support were deemed crucial. Financial assistance (grants, tax incentives, subsidized loans for 

green investments and certifications) is vital. Regulatory support, including greater harmonisation of 

sustainability standards within the EU and strong, predictable frameworks favouring sustainable 

construction (e.g., green public procurement), would reduce complexity and create stable markets.  

4.11. Interview Informant 11 (pseudonym: Timothy) 
Information about Informant 11, and its relevance to the paper 

Timothy is an ornamental tinsmith and has his own company which undertakes projects in historical 

buildings, and ecclesiastical buildings in Hungary and other European countries. Being an ornamental 

tinsmith relates to construction materials manufacturing for various reasons. First, they directly work 

with all sorts of construction materials from a lot of countries. Consequently, they can relate to 

deficiencies or positive traits of the industry. Secondly, it is a field that very few people are active in, 
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and innovation. and tradition are phenomena that moulds the present and the future of construction 

materials.  

Internationalisation and adapting to new markets 

Internationalisation was a strategic answer to the global economic recession that typified 2008 and 2009. 

One of the hallmarks of such crises is that juts like individuals, government also cut back on spending. 

Consequently, the need to meticulously and carefully renovate historical buildings, and ecclesiastical 

buildings with expertise was sidelined. Timothy wanted to retain his employees, so it was evident for 

him the only way to go forward meant he has to expand beyond borders. This move led to establish a 

presence in France, Belgium particularly in Brussels as key markets alongside less important countries 

such as Austria and Germany. What he saw is that these markets expected very high-quality standards, 

however he could meet with those requirements as back in Hungary he deemed and deems it important 

to generate such results. Concurrently, this expansion means that the human resources he has been 

working with in Hungary would not be enough after expansion. He needed to find more skilled labour 

force. The company did not receive any preferential treatment, subsidies, or specific institutional support 

from the host countries. They operated and competed on an equal footing with local businesses. In terms 

of leveraging networks, the company's use of external contacts was primarily for specialised linguistic 

support, such as translating technical terminology related to their unique craft of ornamental tinsmithing. 

These connections were not instrumental in initial market entry or for forging operational partnerships, 

and the company did not actively cultivate broader networks stemming from its initial foreign projects. 

Sustainability, Circular Economy, and Innovation 

His company produced zero waste when it comes to work related waste, and his entire company 

produced the same waste as a family of four (communal waste and zero industrial waste). This waste 

was related to their existence, and not to their work. Timothy emphasised that sustainability is an 

intrinsic aspect of their business. He and his employees can contribute to sustainability and circularity 

by generating high quality workmanship, therefore longevity and durability are granted. This is a 

profession where keeping up with the industry advancements, conducting research, generating 

innovation and experimenting is crucial. Another distinctive characteristics of this profession, is the 

high-degree of secrecy about their special techniques and in-house innovations. Industrial espionage can 
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be rampant. According to him, an SME can overcome these challenges by carefully selecting its 

employees. Besides, the employee has to have proprietary knowledge. The primary external factor 

influencing their sustainability commitment in the context of international projects is the funding 

allocated for the renovation of monument and church buildings, which often originates from public or 

political entities. The availability of such funding directly impacts their ability to undertake projects that 

align with sustainable heritage conservation.  

 

Competitive advantage goes together with sustainability, according to Timothy. He said that the material 

costs for metals like zinc and copper are determined by global commodity markets, so the room for 

differentiation is very little. The key competitive advantage, particularly against Western European 

firms, stems from significantly lower labour costs in Central Europe, where wages can be one-half or 

one-third of those in the West. This allows them to offer better prices. Innovation can be discovered by 

himself or learn from countries where the advancements happen. He and his company have creative 

problem-solving on-site.  

Market Challenges and Sector-Specific Dynamics 

Timothy said there is a difference between countries when it comes to business practices. In Hungary, 

there is more competition even if he is elected for the task; in other countries, he has been working; he 

said he is exposed to less competition, meaning once he gets a project, there will not be any competition. 

In Belgium, a preference was shown that they preferred involving them in the design and planning 

stages. When collaborating with international stakeholders, the core expectation is the delivery of quality 

comparable to western partners, at a price point that remains competitive. Discussing broader challenges 

for SMEs in becoming sustainability leaders within the construction material sector, Timothy identified 

two critical barriers: the chronic underpayment prevalent in the sector and a severe lack of skilled human 

resources. To foster more sustainable practices among SMEs, particularly during international 

expansion, the informant advocated for substantial tax incentives for companies that invest in training 

and employing skilled workers, especially in trades facing shortages. Such support would help level the 

playing field with multinational corporations, which often receive significant tax benefits when 

establishing operations in Hungary. The issue of skill shortages was a recurring theme. The informant 
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described multi-generational deficiencies in traditional craft trades within the construction industry, 

such as roofing, tinsmithing, carpentry, and waterproofing, attributing this to decades of neglect in 

vocational training. 
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5. Analysis 

5.1. Internationalisation among Hungarian SMEs in the construction 

material industry 

The empirical evidence gathered from the interviewees supports the view that international expansion 

is a gradual and sequential process, mostly known as the Uppsala internationalisation model. Both 

Zapletalová and Ferencikova reiterated the statements of the Uppsala model writers, namely that firms 

involved in foreign markets progress step by step, in which knowledge accumulation and experience 

play important roles (2015: 156; 2018: 1-3).  

 

Ferencikova researched the internationalisation among SMEs in CEE, and the findings closely align 

with my own. She noted that internationalisation is an incremental process influenced by cultural, 

historical, and language similarities (2018:2). I found that, although Hungary’s cultural, historical, and 

language characteristics are different, the reason many Hungarian SMEs expand first to neighbouring 

countries can be attributed to the fact that changes in economic setups occurred approximately 

simultaneously.  

 

Indeed, as Ferencikova stated in her scientific article, this staged approach is especially relevant for CEE 

SMEs, which are influenced by limited resources and the necessity to build networks and trust to succeed 

internationally (2018: 2). Similarly to Ferencikova, Zapletalová who researched a CEE country–the 

Czech Republic–found that these SMEs in this region incrementally increase their involvement in 

foreign markets, as they accumulate knowledge (2015: 156-157). Distinct stages can also be observed. 

Zapletalová distinguishes four different phases (2015: 156-157).  
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Table 2: Categorising the empirical data based on Zapletalová’s scientific article (2015:156-

157). Note: Timothy (ornamental tinsmith) and Edwards (façade systems experts) do not clearly 

fit into these specific internationalisation phases  

 
William’s SME has expanded into seven countries, all of which are geographically proximate to 

Hungary. He said, “The fact that it worked smoothly in one country did not guarantee at all that it would 

work in another country.” This refers to the Uppsala model, and to its characteristic that the learning 

process is never really a process that comes to an end. The same is true for James, Leo, Thomas and 

George. George also elaborated on this phenomenon from a practical point of view: “With full utilisation 

of production capacities, the unit production cost decreases, which made it advantageous to export to 
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neighbouring countries first, and then establish manufacturing operations there as well.” This transition 

from exports to deeper forms of market engagement aligns with the stage model outlined in the 

theoretical framework. 

 

The “born global” model was not a dominant phenomenon among the interviewees’ SMEs' 

internationalisation. The explanation for this lies in Zapletalová’s article. The “born global” model is 

less common among SMEs in Central and Eastern Europe because most firms lack substantial capital, 

have limited foreign market and entrepreneurial experience, often face language barriers, and tend to 

focus on nearby, culturally similar markets—favouring gradual internationalisation over rapid, global 

expansion typical of “born global” (2015: 161, 163, 165). Timothy is a good fit for the born global 

phenomenon, as his SME rapidly internationalised during the 2008-2009 crisis and established a 

presence in four countries within a short time interval.  

 

After reading the empirical findings, it can be ascertained that there are various motivations for 

international expansion. The majority of the interviewees have market-seeking motives. Leo’s company 

expanded internationally because of the “perceived saturation within the domestic Hungarian market” 

and “increasing demand for energy-efficient building solutions in adjacent countries.” Likewise, 

Thomas said “perceived saturation and limited growth opportunities within Hungary” as primary 

motivations. Jack sought “potentially higher selling prices compared to the domestic market” through 

internationalisation. Efficiency-seeking motives are especially noticeable when it comes to concerns 

about capacity utilisation. William notes that his family's company internationalised because “there was 

manufacturing free capacity that needed to be utilised.” Henry reflects his motivation: “This, relying 

exclusively on the Hungarian market, unfortunately, cannot necessarily be achieved. And this, by 

manufacturing for abroad as well, provides a security in terms of being able to load our capacities.” For 

Timothy, internationalisation depicted a survival strategy in response to the global economic recession: 

Timothy wanted to retain his employees, so it was evident to him that the only way to go forward meant 

he had to expand beyond borders. Both statements–Timothy’s narrative, along with the scientific article 

by Musteen & Datta, emphasises internationalization as a vital survival strategy for SMEs confronting 
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external challenges (2010: 92). Musteen & Datta pointed out that Czech and other CEE firms, in 

response to increased competition, were compelled to explore foreign markets for their survival and 

growth (2010: 92). Edward offers a profit-focused perspective on the motivations behind 

internationalisation: “Every company aims to increase its profitability... this can only be achieved by 

lowering the manufacturing cost per product.” This imperative to reduce costs drives companies to 

explore new markets once they reach saturation in their domestic markets, as they are unable to progress 

further due to various international regulations, customs, and taxes. 

 

The empirical evidence supports the Network Theory of Internationalisation, which suggests that 

networks help market entry and provide essential support for resource-constrained SMEs (Sasi & 

Arenius, 2008: 408; Chetty & Holm, 2000: 80). William partnered with local companies, investing in 

or acquiring them. He said, “It was much easier to use the contact network of the local contact for these 

tasks.” Since they were not alone but cooperated with a local firm, they could avoid liability for 

foreignness to some extent and concurrently became a brand that many thought highly of. When Oliver 

discussed professional networks, he referred to LinkedIn as “an effective tool for international 

relationship building.” He also explained how industry exhibitions and professional conferences helped 

build connections with local specialised companies. For example, his company partnered with a 

multinational food and beverage company to enter the Ukrainian market. Together, they conducted 

market research and explored available resources. Leo emphasised that partnerships were “fundamental” 

to his company’s expansion, with “domestic networks providing initial advice, while international 

partnerships, particularly with local distributors and sales agents”, formed the core of their strategy. 

Participation in international trade fairs served as “a key platform for networking, partner identification, 

and enhancing brand visibility.” Thomas similarly described how his company's relationships “evolved 

beyond simple transactions into strategic collaborations involving shared market insights, joint 

marketing efforts, and technical training.” These networks provided credibility, a deeper understanding 

of local business culture, and valuable leads. The importance of networks is further underscored by 

Henry, who states: “We need to acquire connections; it’s easiest to gain new ones through existing 

connections, so this is of paramount importance.” He describes a network effect where “if we want to 
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establish a new connection, develop the appropriate relationship with them, then they will recommend 

us to others, so this catalyses the further steps.” These findings align with the theoretical assertion that 

networks are important, and it is essential for SMEs to access knowledge of foreign markets, identify 

opportunities, and overcome the challenges associated with being small or new (Ipsmiller & Dikova, 

2021: 6; Ferencikova, 2018: 2-4). The empirical evidence also supports the observation that for 

Hungarian construction materials manufacturers, long-term relationships are especially valuable for 

accessing specialised equipment, technical expertise, and distribution channels that would otherwise be 

costly to develop independently. However, not all informants relied equally on networks. Jack stated 

that “social networks played no role in their internationalisation strategy,” and Timothy's use of external 

networks was “primarily for specialised linguistic support” rather than for market entry or operational 

partnerships. This variation suggests that while networks are generally important, their significance may 

depend on firm-specific factors and entry strategies.  

 

The empirical data indicate a connection between knowledge transfer, innovation, and 

internationalisation among the examined Hungarian SMEs. It supports the findings of Kafouros and 

Forsans, who ascertained that “firms often internationalise to access scientific knowledge, technologies, 

and innovations developed outside their domestic markets” (2011: 363-364).The role of international 

knowledge is very significant in an SME’s life. Research indicates that domestic knowledge is less 

impactful than foreign knowledge (Kafouros and Forsans, 2011: 362, 368, 369). This research matches 

domestic knowledge with a more easily replicated and less significant impact, and the author reckons 

the inverse is true for international knowledge—it enhances profitability more. It increases effectiveness 

innovation-wise (Kafouros and Forsans, 2011: 362, 368, 369). This theoretical insight helps clarify why 

Hungarian construction material SMEs actively seek international knowledge despite the challenges. 

William’s case provides an example of bidirectional innovation flow between Hungary and foreign 

countries. He said his firm “received a technology alongside what we issued, which was introduced here 

in Hungary, and since then, many companies have been using this same innovation” through a “joint 

agreement concluded with Austria.” His firm localised innovations received from abroad and 

subsequently brought this localisation back to the foreign market. This demonstrates how 
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internationalisation can create innovation cycles that benefit both home and host countries.Leo's 

company is taking a more international approach in its research and development. This change matches 

wider trends in Europe regarding construction and sustainability. Similarly, George's firm is making 

changes to meet global sustainability needs. He explained, "Where possible, we burn hydrogen instead 

of natural gas. We also plan to create electric kilns that will run on 'green' electricity." 

 

The empirical part reflected the differences between people's thinking regarding innovation. Kafouros 

and Forsans' findings reflected these discrepancies among the people (2011:368). Traditional innovation 

and openness to external knowledge, especially from foreign sources, significantly enhance the 

innovation impact on the firm's performance (Kfouros and Forsans, 2011: 368). Transaction costs alone 

do not define firm boundaries; at the same time, indirect, value-enhancing effects of open innovation 

must be considered for competitiveness and innovation success (Kafouros and Forsans, 2011: 368). This 

perspective helps explain why firms like the one William and the other one Leo have actively embraced 

external knowledge, demonstrating stronger innovation outcomes than those with more closed 

approaches. Internationalisation does not entail innovation automatically. This statement can be proved 

by the interview that was conducted with James. Timothy thinks innovation in his specialised field of 

ornamental tinsmithing can be "discovered by himself or learn from countries where the advancements 

happen", highlighting the importance of international knowledge flows even in traditional crafts. His 

company demonstrates "creative problem-solving on-site," adapting techniques to meet the high-quality 

standards expected in Western European markets. Being open to adopting new innovations can imply 

improving competitiveness, leveraging global technological opportunities and could improve the firm's 

capabilities (Kafouros and Forsans, 2011: 368). This perspective suggests that the innovation practices 

of Hungarian SMEs could contribute to Hungary's broader economic development and position in global 

value chains. The empirical evidence confirms that greater foreign market knowledge enables SMEs to 

better identify international opportunities, customise offerings, and anticipate competitor actions 

(Musteen & Datta, 2010: 95-96). 
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5.2. Sustainability in the context of Hungarian construction materials 

manufacturers 

The empirical data confirms Bansal and Roth’s identification of key drivers for ecological 

responsiveness (2000: 745-725). The key drivers for corporate ecological responsiveness are 

competitiveness, legislation, and ecological responsibility (Bansal and Roth, 2000: 717, 724, 728). 

These motivations are influenced by contextual factors such as issue salience, field cohesion, and 

individual concern, which together determine why firms adopt ecologically responsive initiatives and 

shape their approach to environmental issues (Bansal and Roth, 2000: 717, 724, 728). Legitimation 

through regulatory compliance emerges as a significant factor, as James’ case proves. James noted that 

Hungarian regulations often impose more rigorous requirements than those abroad, particularly for 

construction materials like polystyrene. Similarly, Edward described how EU regulations have 

mandated the removal of toxic binding agents from paints, directly influencing product formulations. 

 

Competitiveness as a driver aligns with Hart’s natural-resource-based view, where sustainability 

capabilities serve as sources of competitive advantage (1995: 991). The interview with William 

confirmed this; he said that in international business, sustainability considerations are “almost the first 

thing they approach and check”, alongside financial indicators. Later, he added that “well-organised 

sustainability practices” directly impact financial performance. Henry likewise places his company as 

“pioneering” in sustainability implementation, creating differentiation as clients frequently request 

environmental documentation like carbon dioxide emission certificates, nowadays. 

 

A company needs financial resources to implement sustainability, but many firms lack them, confirming 

Hart’s observation about high initial costs (1995, 993). James said, "small and medium-sized enterprises 

are financially constrained from excelling in sustainability.” Henry agreed with this: “any kind of thing 

requires investment”, meaning an obstacle that they can only overcome when market demands justify 

the expenditure. George also highlighted what limited financial resources mean for SMEs in this field 

in the context of sustainability. Many customers consider two important features when they purchase 

construction materials: the goods must be high-quality, and the price-to-value ratio must be adequate. 
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James’ words, “good-quality merchandise at reasonable prices”, prove the previous statement. William 

reckons Hungarian construction materials manufacturers have more important priorities than 

sustainability leadership. 

 

The study results justify Ciampi et al.’s assertion that internationalisation and sustainability are 

increasingly intertwined (2021: 22). William’s experience shows how sustainability requirements vary 

significantly across markets, necessitating “a separate sustainability plan for each country.” Edward 

describes how international companies lead sustainability innovation, developing advanced materials 

like graphite-enhanced insulation and transferring these technologies across markets. The interviews 

show a bidirectional relationship between internationalisation and sustainability. On one hand, 

international expansion exposes companies to higher sustainability standards, as noted by multiple 

interviewees, including Henry, who implemented formal certification systems in anticipation of growing 

international market demands. On the other hand, sustainability capabilities facilitate international 

competitiveness, with William stating that a strong sustainability profile helps firms to “access new 

niches and customer segments” in international markets. 

 

The empirical data provides concrete examples of sustainability practices among Hungarian 

construction materials manufacturers. These range from energy efficiency measures, like James’s 

description of heat pump systems that reduce dependency on fossil fuels, to circular economy initiatives, 

such as William’s company’s recyclable materials and Edward’s mention of continuous development 

toward recyclable packaging. Henry’s company has implemented solar energy systems that combine 

environmental benefits with economic advantages, demonstrating the practical application of 

sustainability principles. These implementations align with Lima et al.’s description of sustainability in 

the construction materials sector, encompassing responsible sourcing, energy minimisation, waste 

reduction, and durable product development (2021:9). Lima et al. uncovered that construction materials 

are the industry’s most studied aspect of sustainability, focusing on their impact throughout a building’s 

life cycle, especially CO2 emissions and energy consumption (2021: 9, 12). Even though the research 

was conducted in Brazil, many of the interviewees had the same approaches and agendas towards 
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sustainability. Lima et al., just like interviewees, list careful material selection, energy efficiency, and 

reduced CO2 emissions, as highlighted globally (Lima et al., 2021:9, 12). Implementing life cycle 

assessment and investing in innovative, eco-friendly materials because they might enhance 

competitiveness, align with regulatory trends, and meet increasing market demand for sustainable 

construction solutions (Lima et al., 2021:9, 12). Nevertheless, the interviews also reveal limitations, 

with James noting that legal regulations sometimes impede circular economy practices like regrinding 

leftover polystyrene. 

5.3. Internationalisation Role in Influencing Sustainable Practices 

The empirical findings prove the scientific articles in the theoretical framework: internationalisation 

influences sustainability practices among SMEs. Many interviewees recalled that new markets entailed 

new regulatory environments, including sustainability-related rules and laws. For example, William 

noted: “A separate sustainability plan had to be prepared for each country.” Additionally, it can be 

ascertained that in some countries, sustainability is market-driven, meaning customers and business 

partners expect their partners to align their sustainability views with theirs. William said sustainability 

is highly considered in certain countries and enjoys priority. Also, innovation can serve as a catalyst. As 

suggested by Ipsmiller & Dikova, and confirmed by Leo’s experience, international expansion can drive 

innovation in sustainable solutions, such as energy-efficient building materials required by EU 

regulations. In instances, market demands indicate that people prefer other characteristics of a product 

over being labelled as ‘sustainable’. Besides, internationalisation can mediate between the SME and 

novel sustainability practices and innovation outside the country (Kafouros and Forsans, 2012: 363). 

 

This relationship between internationalisation and sustainability is further contextualised by the concept 

that globalisation has accelerated the need for sustainable practices as it has expanded the reach and 

impact of business operations, making environmental and social responsibility a transnational concern 

(Martin & Schouten, 2013: 11). The empirical evidence from the interviewees supports this theoretical 

perspective, particularly in the construction materials sector, where international operations necessitate 

adaptation to diverse regulatory environments. William’s experience in the family construction 

materials business that expanded to seven countries, including Austria, Slovakia, the Czech Republic, 
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Romania, Russia, Croatia, and Serbia, provides insights into how internationalisation shapes 

sustainability practices. He stresses that the implementation of sustainability practices across 

international operations needed country-specific approaches instead of standardised solutions: “A 

separate sustainability plan had to be prepared for each country, since every country was different.” The 

company needed to differentiate its sustainability strategies because sustainability challenges differed 

substantially between markets while considering factors such as “local employee availability and 

taxation systems”, “operation costs for vehicle maintenance and specialist involvement”, and “their cost 

accounting ties to legal regulations" in each country. 

 

James, who works as a technical manager for a Hungarian SME that produces construction materials, 

provides additional insights about the difficulties of implementing sustainable practices when expanding 

internationally. The company's expansion into Romania and Slovakia demonstrated that regulatory 

frameworks sometimes create barriers instead of supporting sustainability initiatives. James believes 

that financial limitations prevent small and medium-sized enterprises from achieving sustainability 

excellence. According to him, the adoption of sustainable practices during international expansion 

would be possible through more adaptable regulations in Hungary's legal market. According to him, 

strict laws result in companies raising their prices, which makes premium sustainable products difficult 

to market in Hungary and throughout European markets. 

 

The concept of zero-emission manufacturing represents an aspirational standard for construction 

materials producers seeking to minimise environmental impacts across global operations (Martin & 

Schouten, 2013: 93). However, the empirical findings from interviewees like James reveal the practical 

challenges of implementing such standards. James notes that while his company's products cannot be 

fully integrated into circular economy practices due to recycling limitations, they have adopted other 

sustainability measures such as heat pump systems and energy independence solutions that make them 

less reliant on external fossil fuels. 
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Edward, who leads sales management for façade systems installations, expands on how profit motives 

drive internationalisation while affecting sustainability goals. According to Edward, companies mainly 

pursue internationalisation to achieve maximum profit. “Every company wants to generate more profit... 

it can only do this if the manufacturing cost per product becomes lower.” The need to reduce costs drives 

companies to explore new markets after they exhaust their domestic market potential which sometimes 

conflicts with their sustainability targets. 

 

The empirical research shows that sustainability readiness follows a life cycle pattern as small and 

medium enterprises (SMEs) expand internationally. The importance of sustainability as a competitive 

driver increases throughout the export and foreign market entry process of SME internationalisation 

(Denicolai et al., 2021: 10). William’s experience supports the theoretical framework because he shows 

how market entry precedes sustainability innovation. According to him, “foreign market demands and 

compliance with regulations” must be handled first before companies can “shape sustainability 

according to the current market demands” after establishing a market presence. Companies must 

establish market presence before effectively implementing or influencing sustainability practices in 

foreign markets. 

 

For SMEs that have already begun expanding abroad, sustainability readiness becomes a more 

significant factor in enhancing their international performance, suggesting that the strategic value of 

sustainability evolves within the internationalisation process (Denicolai et al., 2021: 10). William 

identifies sustainability as a significant contributor to competitive advantage in foreign markets. He 

observes that in international markets, sustainability considerations are “almost the first thing they 

approach and check,” alongside financial indicators like “balance sheet data” and “profitability.” He 

emphatically states that well-organised sustainability practices directly impact financial performance: 

“If we introduce well-organised sustainability practices, then efficiency will be reflected in the financial 

performance, as well as in the work performed.” The shift from “weak” economic growth-focused 

sustainability to “strong” sustainability prioritising environmental preservation is reflected in the 

experiences of several interviewees (Coldwell et al., 2022: 2, 6, 15, 16). James mentions that 
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international market demands and regulations require innovation while becoming increasingly stringent, 

though these measures inevitably increase production costs. For example, the European Union has 

implemented regulations mandating the removal of specific binding agents and additives from paints, 

as these materials have been declared toxic. Companies like James follow market trends by striving to 

meet existing market demands but face challenges balancing cost considerations with sustainability 

requirements. 

 

William identifies multiple essential support requirements which would enable sustainable 

internationalisation practices. He stresses that a unified taxation system across Europe would be essential 

because it would eliminate the need to learn different taxation and financial regulations when operating 

between European countries. Implementing regulatory harmonisation would decrease compliance costs 

and complexity for companies that internationalise their operations. He emphasises that “the open flow 

of technologies would be significant" yet acknowledges that this “is working better and better.” The 

main obstacle to technology transfer stems from financial limitations because “we need access to 

funding for implementation, and the market should also bear the costs.” Financial support systems 

demonstrate the potential to drive sustainable technology adoption during internationalisation processes. 
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6. Conclusion 
This research addressed the question: “How and why do Hungarian construction materials 

manufacturing SMEs internationalise and pursue sustainability?” The empirical findings provide clear 

answers to both aspects of this question. Hungarian construction materials manufacturing SMEs 

internationalise primarily to utilise excess production capacity, enhance profitability through economies 

of scale, and mitigate domestic market volatility. They typically follow a gradual approach, beginning 

with exports to neighbouring countries before establishing a deeper market presence through 

partnerships or acquisitions.  

 

The “why” is very complex. Some reasons include risk diversification across multiple markets, 

following key clients, responding to competition, leveraging unique product innovations and 

knowledge, taking advantage of more favourable regulatory environments, and accessing new 

technologies—in addition to financial profit, which underpins all business purposes.  

 

As for “how” these SMEs pursue sustainability, the research reveals implementation through energy 

independence initiatives (such as solar installations), waste management systems, and circular economy 

practices. The “why” behind sustainability adoption is evolving from regulatory compliance to strategic 

advantage. Initially driven by regulations and market entry requirements, sustainability has increasingly 

become a competitive differentiator in specific market segments. The findings demonstrate a 

bidirectional relationship between these phenomena: international market exposure drives the adoption 

of sustainable practices, while sustainability credentials increasingly facilitate market access. Hungarian 

construction materials manufacturing SMEs that successfully navigate both imperatives view 

sustainability not merely as a cost but a strategic investment yielding financial returns and competitive 

advantages in international markets despite significant constraints from financial limitations, market 

price pressures, and regulatory complexities. 
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7. Further Implications 

7.1. Theoretical Contribution 

This research contributes to the internationalisation and sustainability literature by providing empirical 

evidence of their interconnection in the specific context of Hungarian construction materials 

manufacturing SMEs. The findings extend the Resource-Based View (RBV) by demonstrating how 

sustainability capabilities can function as valuable, rare, and difficult-to-imitate resources that enhance 

competitive advantage in international markets. The study reveals that the relationship between 

internationalisation and sustainability is bidirectional rather than unidirectional, with each phenomenon 

influencing and reinforcing the other. This challenges simplistic linear models of internationalisation by 

showing how sustainability considerations increasingly shape market entry decisions and strategies. 

The research also contributes to understanding the contextual factors that moderate SME 

internationalisation, addressing a gap identified by Munteanu et al. (2023: 1498). The study illustrates 

how country-specific and industry-specific factors influence internationalisation patterns and 

sustainability integration by examining the unique regulatory, market, and resource constraints 

Hungarian construction materials SMEs face. Furthermore, the findings advance theoretical 

understanding of how SMEs’ sustainability approaches evolve from compliance-driven to advantage-

driven as markets mature, suggesting a developmental model of sustainability integration that parallels 

internationalisation stages. 

7.2. Managerial Contribution 

For managers of construction materials manufacturing SMEs, this research offers practical insights into 

navigating the dual challenges of internationalisation and sustainability. The findings highlight the 

critical importance of human resources and relationship-building in successful market entry, suggesting 

that managers should prioritise finding appropriate leadership and developing robust networks when 

expanding internationally. The study also demonstrates the strategic value of viewing sustainability as 

a cost centre and an investment that yields financial returns and competitive advantages in international 

markets. The research provides managers with a framework for understanding how sustainability can 

facilitate market access, particularly in segments where environmental credentials are increasingly 

valued. It also offers practical examples of how Hungarian SMEs have implemented sustainability 
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through energy independence initiatives, waste management systems, and circular economy practices, 

providing a roadmap for similar companies. The findings underscore the importance of adapting 

internationalisation and sustainability strategies to specific market contexts, cautioning against one-size-

fits-all approaches. 

7.3. Societal Contribution 

The research provides social value through its demonstration of how small and medium enterprises in 

resource-intensive industries such as construction materials manufacturing can meet economic 

requirements while maintaining environmental responsibility. The research documents Hungarian SME 

sustainability practices to show that small businesses with restricted resources can establish important 

environmental programs. The research disproves the belief that sustainability belongs to large 

corporations by showing how SMEs working together can create substantial environmental effects. 

The findings also highlight the role of regulatory frameworks in shaping sustainability adoption, 

suggesting that policymakers can effectively influence business practices through well-designed 

incentives and requirements. By identifying the financial constraints and market pressures that limit 

sustainability investments, the research points to areas where policy interventions might be most 

effective. Furthermore, the study contributes to understanding how international business activities can 

enhance or undermine sustainability goals, providing insights for developing policies that align 

economic and environmental objectives. 

7.4. Future Research  

Future research should expand the geographical scope to compare how construction materials 

manufacturing SMEs in different countries navigate internationalisation and sustainability challenges. 

Longitudinal studies would be valuable to track how the relationship between these phenomena evolves, 

particularly as markets and regulations change.  Researchers should also investigate the specific metrics 

and methodologies SMEs use to measure the return on investment from sustainability initiatives, 

addressing the challenge of quantifying both tangible and intangible benefits. Research should continue 

to explore how digital technologies support sustainable internationalisation practices by minimising the 

environmental impact of global operations. Research that investigates effective methods for construction 
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materials manufacturing SMEs to share their sustainability information with international markets 

would be beneficial. Future research should investigate how industry associations and government 

agencies can enhance their support for SMEs to develop sustainable internationalisation capabilities 

through collaborative methods that address resource limitations. 
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