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Objective: This study aims to examine the impact of foreign market
entry knowledge on the international performance of companies,
emphasizing three key factors: network capability, equity mode, and
systematic international market selection. Additionally, financial slack
is introduced as a moderating variable in the model.

Method: The research is applied in nature, descriptive in methodology,
and conducted as a survey study to control research conditions. The
statistical population consists of Iranian knowledge-based companies
active in the export sector, from which 212 companies were selected using
Cochran's formula and cluster sampling. Data collection combined library
research and fieldwork. Model validity was confirmed using convergent
and discriminant validity indices, and the reliability of the research
instrument was verified through Cronbach’s alpha test. Hypothesis testing
was carried out using structural equation modeling with the support of
SmartPLS 3 and SPSS software.

Results: Results indicate that foreign market knowledge positively
influences the preference of small and medium-sized enterprises (SMEs)
for equity mode entry, systematic foreign market selection, and increased
use of network capability. Furthermore, equity mode selection, foreign
market knowledge, network capability, and systematic market selection
positively affect the international performance of companies. Financial
slack also moderates the relationship between foreign market knowledge
and the preference for equity mode.

Conclusion: Foreign market entry knowledge, through the mediation of
network capability, equity mode, and systematic international market
selection, has a positive and significant effect on the international
performance of Iranian exporting SMEs. Therefore, enhancing foreign
market knowledge, adopting systematic approaches in market selection,
and strengthening network capabilities can be effective strategies to
improve the international performance of these companies.
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Introduction

In recent decades, the importance of the role of top executives, particularly CEOs, in the
strategic choices of companies—especially small and medium-sized enterprises (SMEs)—
within the field of international business has been strongly emphasized (Herrmann & Datta,
2006 & Zahra, 2005). CEOs, as key members at the top management level, play a primary role
in gathering and accumulating foreign market knowledge, which is vital for the successful
internationalization of SMEs (Puthusserry et al., 2020 & Tayauova, 2012). The unique
challenges faced by Iranian knowledge-based companies, including financial constraints and
technological sanctions, make the importance of foreign market knowledge and selecting
appropriate market entry strategies even more pronounced, necessitating a comprehensive
study of this subject in the context of Iran’s environment. While the international business
literature has primarily explored the role of foreign market knowledge, there are notable
research gaps regarding the mediating role of equity-based market entry modes in facilitating
this relationship, as well as a lack of empirical data on developing economies, particularly Iran
(Laufs & Schwens, 2014 & Amankwah-Amoabh et al., 2022).

The existing literature indicates that foreign market knowledge plays a key role in enhancing
SMEs’ international performance, and the selection of an appropriate equity or non-equity
entry mode is related to the commitment of financial and human resources (Hill & Hult, 2018
& Peng, 2014). Moreover, financial slack acts as a moderating variable that can increase the
effectiveness of foreign market knowledge in favoring equity-based modes (Kraatz & Zajac,
2001 & Inayati et al., 2025). Network capabilities and systematic market selection serve as
important mediating mechanisms that reduce uncertainty and improve the efficiency of firms’
decision-making (Martin Martin et al., 2022). Furthermore, the international performance of
companies can be measured through subjective and objective criteria such as sales growth,
profitability, and market share, which shape their success in foreign markets (Katsikeas et al.,
2016 & Fernandes et al., 2025).

This study, focusing on Iranian knowledge-based companies active in export activities,
pursues three main objectives: first, to examine the mediating role of the equity-based market
entry mode in the relationship between foreign market knowledge and firms’ international
performance; second, to develop a conceptual model based on the upper echelons and
knowledge-based views of the firm that takes into account the specific financial resource
constraints of these companies; and third, to provide practical recommendations for managers
and policymakers aimed at enhancing the export performance of knowledge-based companies
through strengthening foreign market knowledge, systematic market selection, and network
capability development.

Method

This study is applied in nature and designed as a descriptive-survey research to examine the
impact of foreign market knowledge on the international performance of Iranian knowledge-
based companies active in export. The research design is observational and descriptive, aiming
to analyze and explain the current condition of the statistical population without making any
changes to the environment. The statistical population consists of 470 Iranian knowledge-based
companies engaged in export activities, as listed by the Economic Diplomacy Office of the
Ministry of Foreign Affairs. The sample size, determined using Cochran's formula, includes
212 companies selected through cluster sampling.

The data collection tools comprise standardized questionnaires developed by Amankwah-
Amoah et al. (2022) to measure variables such as foreign market knowledge, equity mode,
financial slack, systematic market selection, network capability, and international performance.
Additionally, the questionnaire contains items related to the characteristics of the companies
and their CEOs at the beginning. These questionnaires were designed using a five-point Likert
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scale and their face and content validity were confirmed by academic supervisors and experts.
For reliability testing, Cronbach's alpha coefficients were employed, and the obtained values
exceeded 0.7, indicating acceptable reliability.

Data collection combined library research and fieldwork, utilizing the questionnaires. Data
analysis was conducted using SPSS version 22 and SmartPLS version 3 software. Statistical
analyses were divided into two main parts: descriptive analyses, including charts and tables
depicting demographic characteristics, and inferential analyses aimed at hypothesis testing and
examining structural relationships among variables. Confirmatory factor analysis and structural
equation modeling techniques were used to test the research hypotheses.

Results

The descriptive results of the study indicate that the statistical population consisted of 212
Iranian knowledge-based companies active in exports. The highest frequency of companies
(34.9%) had been operating for 15 to 19 years, and about 35.4% employed between 100 and
499 full-time staff. Furthermore, most companies (40.6%) had an international experience of
10 to 19 years and operated in 10 to 14 countries (35.4%). The main foreign markets for these
companies included the Middle East (23.1%) and the CIS region (22.2%), while the ratio of
foreign sales to total sales was mostly between 50% to 74% (25%) and 75% to 89% (20.8%).
The CEOs' educational levels were predominantly master's degrees (50.5%) and doctorates
(19.3%).

The Kolmogorov-Smirnov test showed that the distributions of all research variables—
including foreign market knowledge, equity mode, foreign market entry, financial slack,
systematic market selection, network capability, and international performance—were not
normal (significance level less than 0.05).

Measurement model validity was confirmed using the Average Variance Extracted (AVE),
with all values exceeding 0.5, indicating good convergent validity. Discriminant validity was
confirmed by the HTMT method, with values below 0.9 between constructs, suggesting
adequate distinctiveness.

Reliability of the measurement tools was established with Cronbach's alpha and composite
reliability values all above 0.7, signifying acceptable reliability.

The coefficient of determination (R?) values showed that the designed model explains a
substantial portion of the variance in dependent variables, such as 0.914 for international
performance and 0.839 for foreign market entry.

The overall goodness-of-fit index (GOF) was 0.709, indicating a strong model fit, supported
by an average R? of 0.748 and an average AVE of 0.671.

Hypotheses testing through structural equation modeling revealed that all proposed
relationships among variables were significant. For example, foreign market knowledge had a
strong positive and significant effect on network capability (path coefficient = 0.807, t-value =
30.247). Additionally, equity market entry mode, systematic market selection, and network
capability positively influenced international performance. Mediation hypotheses confirmed
that equity mode, systematic market selection, and network capability mediated the relationship
between foreign market knowledge and international performance (Sobel test z-values above
1.96).

These results highlight the critical and effective role of foreign market knowledge in
enhancing firms’ international performance, while appropriate market entry strategies and
network capability development serve as mediating mechanisms that strengthen this effect.

Conclusions

Previous studies such as those by Martin Martin et al. (2022) in Australia have confirmed
the critical role of foreign market knowledge in improving international performance through
the mediation of systematic market selection and network capability. Similarly, research by
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Amankwah-Amoah et al. (2022) in Ghana demonstrated that foreign market knowledge
positively influences the preference for equity mode as a method of foreign market entry, with
financial slack moderating this relationship. The findings of the present study, which employs
a combined model and focuses on Iranian knowledge-based companies, are innovative and of
particular importance, offering guidance to policymakers and managers in developing
internationalization strategies that align with Iran's cultural and economic context.

The results indicate that foreign market knowledge positively affects preferences for equity
mode, systematic market selection, and network capability, which in turn enhance the
international performance of companies. These findings are consistent with other credible
research and underscore the importance of enhancing foreign market knowledge to make better
market entry decisions, select target markets systematically, and strengthen network
capabilities.

Moreover, the moderating role of financial slack on the relationship between foreign market
knowledge and the preference for equity mode in foreign markets has been confirmed,
indicating that financial constraints can influence the market entry preferences of small and
medium-sized enterprises (SMEs).

Ultimately, the international business environment is dynamic and varies according to the
characteristics of different countries. Further research in this area will help clarify various
dimensions of this environment, enabling companies to access better trade opportunities with
reduced costs and time.

This study recommends that managers and policymakers focus on enhancing foreign market
knowledge, adopting systematic approaches in market selection, and strengthening network
capabilities to improve the export and international performance of knowledge-based
companies and achieve greater success in global markets.
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