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Abstract:

This research explores the development of a comprehensive risk management framework specifically designed
for international business scale-up. The objective is to address the diverse risks associated with expanding
operations into new markets and provide organizations with effective tools and strategies to identify, assess, and
mitigate these risks. Through a thorough literature review, existing risk management frameworks and strategies
are evaluated, highlighting their limitations in the context of rapid global changes and dynamic business
environments. Based on this evaluation, a refined risk management framework is proposed, encompassing
components such as risk identification, assessment, prioritization, mitigation, integration with business strategy,
cultural sensitivity, continuous monitoring, stakeholder engagement, and more. The framework aims to enable
organizations to proactively navigate the complexities of international business expansion, adapt to rapid
changes, and enhance their chances of success. Further research can focus on practical implementation and
validation of the proposed framework in real-world scenarios, contributing to the body of knowledge in effective
risk management for international business scale-up.

Date of Submission: 28-05-2023 Date of Acceptance: 09-06-2023

. Introduction:

International business expansion presents companies with many risks that can significantly impact their
success(Mbugua, Otuya and Muhanji, 2020). These risks encompass diverse dimensions, including political,
economic, legal, and cultural factors, which can pose challenges and uncertainties throughout the expansion
process. Therefore, effectively managing these risks ensures a smooth and successful international business
expansion.(Kot and Dragon, 2015).

The primary objective of this research proposal is to develop a comprehensive risk management
framework tailored specifically for international business expansion. By addressing the multifaceted nature of
risks and their potential impact on businesses venturing into new markets, this framework aims to provide
organizations with the tools and strategies to identify, assess, and mitigate risks effectively.

This research proposal will explore the various risks associated with international business expansion
through an extensive literature review. It will delve into the existing risk management frameworks and
strategies, critically evaluating their strengths, weaknesses, and applicability in diverse market scenarios. By
identifying the limitations of current frameworks, this research seeks to pave the way for developing an
enhanced risk management framework that addresses these shortcomings.

The proposed risk management framework will facilitate informed decision-making, strategic planning,
and proactive risk mitigation. It will consider quantitative and qualitative factors, cultural sensitivities,
stakeholder engagement, and the integration of risk management with overall business strategy. By providing
organizations with a comprehensive and adaptable framework, this research aims to enhance their ability to
navigate the complexities of international business expansion and increase the likelihood of success.

Overall, this research proposal seeks to contribute to the existing knowledge of risk management in
international business expansion. By developing a comprehensive risk management framework, organizations
will be equipped with the necessary tools and strategies to navigate the intricate landscape of global markets,
ultimately increasing their chances of achieving successful and sustainable international expansion.

Problem Statement:

In an increasingly globalized world, businesses are constantly looking to expand their operations
beyond their domestic markets(Mishra et al., 2019). This international expansion, however, brings with it a
multitude of complexities and uncertainties. Companies venturing into new markets are exposed to a myriad of
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risks such as political instability, economic fluctuations, legal disparities, and cultural differences, among
others.(Akhund et al., 2018). Despite the availability of various risk management models, many businesses find
that these existing frameworks do not adequately cater to the diverse and multi-faceted risks of international
expansion. These frameworks often fall short in providing comprehensive, adaptable, and practical strategies
that can be applied across different contexts and market environments.(Dang, Jasovska & Rammal, 2020).

Thus, there is a pressing need for a comprehensive risk management framework specifically tailored
for international business expansion. Such a framework should effectively identify, assess, and mitigate the risks
associated with entering and operating in foreign markets(Jhunior, Abib and Stocker, 2021). The absence of
such a comprehensive tool hampers the successful global growth of businesses and could lead to significant
financial and reputational damage.(Luo, 2022) &(Dang, Jasovska & Rammal, 2020).

This research seeks to address this gap by proposing a robust, dynamic, and comprehensive risk
management framework that can guide businesses in their international expansion endeavours. The proposed
framework will not only incorporate a wide range of risk factors but also provide strategies for risk mitigation
and management, facilitating safer and more effective international business expansion.

Significance of the Research:

The significance of this study lies in the development of a comprehensive risk management framework
tailored specifically for businesses undergoing international expansion. This research aims to address the unique
challenges and uncertainties associated with venturing into global markets. By providing organizations with an
effective tool to identify, assess, and manage risks, this framework empowers companies to enhance their
chances of success in international endeavors. The framework encompasses a wide range of risk factors,
including political, economic, legal, cultural, and operational aspects, ensuring a holistic approach to risk
management. By utilizing this framework, businesses can effectively navigate the complexities of international
expansion, make informed decisions, and implement appropriate risk mitigation strategies. Additionally, the
framework fosters a proactive approach to risk management, enabling organizations to seize opportunities and
minimize potential disruptions. This study contributes to the existing body of knowledge by offering a
comprehensive and tailored risk management solution for international expansion, ultimately enhancing the
likelihood of successful ventures in the global marketplace. Further research can focus on practical
implementation and empirical validation of the proposed framework, as well as its adaptability to different
industry sectors and geographic contexts.

Research Objectives:
The research aims to achieve the following objectives:

1. To scrutinize the array of risks inherent in international business expansion.
2. To review the existing risk management frameworks for international business expansion.
3. To construct a comprehensive risk management framework for international business expansion,

incorporating insights gained from the scrutiny and synthesis of existing frameworks and associated risks.

Research Questions:

1. What are the risks associated with international business expansion?

2. What are the existing risk management frameworks for international business expansion?

3. How can a comprehensive risk management framework for international business expansion be
developed?

Il.  Literature Review
The literature review will examine the existing literature on risk management frameworks for international
business expansion and identify empirical, knowledge, evidence, and theoretical gaps in the literature. The
Literature review will cover the following areas:

1. Risks associated with international business expansion, such as political, economic, legal, and cultural
risks.

2. Evaluation of risk management strategies for international business expansion.

3. Limitations of current risk management frameworks.

4. Proposed Risk Management Framework for International Business Scale-up

By examining these areas, this review aims to develop a conceptual framework that integrates risk management
with international business expansion and address the identified gaps in the literature.
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1- Risks associated with international business expansion

Political

Risks

Risk in
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Source: Made by the Author

) Political Risks: This review considers the effects of political instability, policy changes, and corruption
on international business activities. Specific cases of businesses encountering political risks during international
expansion are analyzed, along with the mitigation strategies they employed.(Razzaq et al., 2018).

. Economic Risks: Economic factors such as downturns, exchange rate fluctuations, and shifts in
inflation rates are examined for their potential impact on international business operations and
profitability.(Dang, Jasovska & Rammal, 2020).

. Legal Risks: Potential legal obstacles that businesses face when expanding internationally are
explored, focusing on the differences in regulatory environments, contract enforcement issues, and legal
disputes in foreign jurisdictions.(Chen & Wilson, 2019; Zhang et al., 2020).

. Cultural Risks: Cultural differences, including communication styles, business etiquette, consumer
preferences, and societal norms, are evaluated for their impact on international business operations.(Cavusgil et
al., 2020).

2- Evaluation of risk management strategies for international business expansion

In today's world, we exist in a more interconnected society than ever before. Globalization has allowed
businesses to expand their operations beyond borders and into new markets. Yet, with this expansion comes a
multitude of risks that must be accounted for and mitigated. (Moghadam, 2021).
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GLOBALIZATION

Source: https://www.educba.com/advantages-and-disadvantages-of-globalization

It is imperative that companies establish effective risk management strategies when expanding
internationally to ensure business growth remains sustainable. Unfortunately, many have attempted international
expansion without adequately considering the potential hazards involved. The dangers can range from cultural
differences to political instability or economic volatility—all putting ventures at financial risk or damage their
reputation if not managed properly. Therefore, it is critical for businesses to develop thorough risk management
plans when operating globally fully. This involves identifying potential hazards unique to each region
critically(Lima Rua, Musiello-Neto & Arias-Oliva, 2022). Factors like local customs or unstable governments
require different mitigation techniques tailored explicitly for each market accordingly. The need arises because
there isn't one universal strategy when it comes to managing risks during international expansions. Different
approaches are needed depending on the environment they wish to operate effectively in—Ilike how an effective
plan designed for Europe may differ vastly from entering markets in Asia-Pacific. (Shang and Xiong,
2021)&(Suardi et al., 2020).

Key strategies often employed in risk management for international business expansion include:

Financial Risk ] —
Management Strategic Risk
Management
Political and Legal ional Risk
Risk Management Operational Ris
Management
Source: Made by the Author
. Financial Risk Management: One significant risk faced during international expansion is related to

financial transactions, particularly currency exchange rate fluctuations. Mitigation techniques such as hedging,
using derivatives like futures and options, or entering into currency swap agreements, are often employed. The
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effectiveness of these strategies depends on market predictability, timing, and the organization's ability to
comprehend and utilize complex financial instruments.(Zhilkina et al., 2022).

. Strategic Risk Management: Companies expanding internationally need to manage risks related to
their strategic decisions, such as choosing the right market for expansion, competition, customer acceptance, and
regulatory compliance in the new market. Common strategies include scenario planning, market research,
competitor analysis, and regulatory compliance checks. Their success hinges on the accuracy of data and the
adaptability of the business to changing market conditions.(Iraci, 2019).

o Operational Risk Management: This involves managing risks related to the company's functional
capacity to handle international expansion, including supply chain disruptions, quality control, technology
infrastructure, and human resources. Strategies include establishing redundancy, investing in quality control and
technology, and effective human resource planning.(Nimmy et al., 2022).The success of these strategies heavily
relies on the organization's ability to foresee potential operational challenges and devise practical
solutions.(Nimmy et al., 2022).

. Political and Legal Risk Management: Firms must also mitigate risks arising from political
instability, policy changes, and legal discrepancies between home and host countries(Soltanizadeh et al., 2016).
Strategies often include thorough political and legal assessment, lobbying, and sometimes even partnerships
with local firms. These strategies' effectiveness depends on the organization's ability to navigate the political and
legal landscape of the host country.(Mbugua, Otuya and Muhanji, 2020).

Each of these strategies has its strengths and limitations, and their effectiveness can vary based on the specific
context and the organization's capability. Therefore, a comprehensive risk management approach for
international business expansion should ideally involve a combination of these strategies tailored to the specific
needs and context of the organization. In light of changing conditions and lessons learned, continuous evaluation
and adjustment of these strategies is also a critical aspect of effective risk management.(Mbugua, Otuya and
Muhanji, 2020).

3- Limitations of current risk management frameworks

While current risk management frameworks offer valuable tools and methodologies for organizations to
identify, assess, and mitigate risks, they also have certain limitations, particularly in the context of international
business expansion. Some of the notable limitations include:

s 1-Llack of flexibility

e lInadequate focus on cultural risks

s 1 Over-reliance on quantitative data

1 Failure to account for rapid changes in the business
environment

1 Lack of integration with other strategic planning processes

1 Insufficient emphasis on learning and improvement.

Source: Made by the Author
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. Lack of Flexibility: Many existing risk management frameworks are built on generic principles and
standards, making them less flexible and adaptable to specific situations. In international business expansion,
where contexts can greatly vary, this lack of flexibility may lead to inadequate risk identification and mitigation.
(Sushil, 2017).

. Inadequate Focus on Cultural Risks: Existing frameworks often fall short in adequately addressing
cultural risks involved in international business. Understanding cultural differences, including communication
styles, business etiquettes, consumer preferences, and societal norms, is crucial for successful international
expansion.(Dang and Zhao, 2020).

. Over-reliance on Quantitative Data: Many risk management frameworks rely heavily on quantitative
data for risk assessment. While this provides a structured and objective approach, it often overlooks qualitative
factors that could have significant impact, such as political instability, shifts in consumer behavior, or changes in
regulatory environments. (Arora, K, 2022).

QUALITATIVE

Data

Source: https://thebiologynotes.com/difference-between-quantitative-and-qualitative-data

) Failure to Account for Rapid Change: In the current era of rapid globalization and technological
advancements, the business environment is changing faster than ever. Some risk management frameworks may
fail to account for these rapid changes, resulting in outdated risk assessments.

. Lack of Integration: Risk management is often conducted as a separate activity from other strategic
planning processes, leading to a lack of integration. This can lead to misaligned risk and business strategies,
reducing the overall effectiveness of risk management.(Naime, 2017).

. Insufficient Emphasis on Learning and Improvement: Current frameworks often lack emphasis on
learning from past mistakes and improving risk management processes. Continuous improvement is essential for
successful risk management, particularly in a dynamic and complex environment like international
business.(Embrechts, 2000).

Recognizing these limitations is the first step towards improving risk management practices and developing
more robust and comprehensive frameworks suitable for international business expansion. It sets the stage for
our next step, proposing a new risk management framework that addresses these limitations.

4- Proposed Risk Management Framework for International Business Scale-up

To address the limitations of existing risk management frameworks, the following enhanced framework is
proposed for managing risks in international business expansion. This comprehensive framework incorporates
both quantitative and qualitative factors, embraces cultural sensitivity, and underscores the importance of
continuous improvement.
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Integration with business strategy

Cultural sensitivity

Continuous monitoring, learning, and improvement

Competitive analysis

Knowledge management.

Source: Made by the Author

1. Risk Identification: The starting point is the identification of potential risks associated with
international business expansion(Sanchez et al., 2009). Risks may be financial, operational, strategic, cultural,
or political in nature. A thorough approach that combines quantitative techniques, such as financial modelling
and statistical analysis, and qualitative methods, such as interviews with experienced practitioners and scenario
analysis, should be used. The risk identification stage must be tailored to the specific business model, target
market, and industry sector to capture all potential risks.(Rasheed et al., 2022).

Source: https://www.riskmanagementmonitor.com/rmorsa-part-2-risk-identification-and-
prioritization/shutterstock_id-risk-2/
2. Risk Assessment: Following identification, risks should be meticulously assessed based on their
likelihood of occurrence and potential impact on business operations. The assessment process should
incorporate both quantitative data, such as market research and financial forecasts, and qualitative insights,
including expert opinions and geopolitical analyses. This mixed approach ensures a balanced and nuanced
understanding of the risks.
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3. Risk Prioritization: Based on the risk assessments, potential risks should be prioritized according to
their potential impact and the firm's capacity to manage them. This process ensures that resources are allocated
effectively and helps the organization focus on the most significant threats to its expansion strategy.(Fabis-
Domagala and Domagala, 2022).

4, Risk Mitigation: Post risk prioritization, the framework calls for the development of tailored strategies
to mitigate each of the identified and prioritized risks. These strategies may encompass risk avoidance,
reduction, sharing, or acceptance, based on the nature and level of each risk. The selection of the mitigation
strategy should be consistent with the company's overall business strategy, risk appetite, and operational
capacity.

5. Integration with Business Strategy: The risk management framework must be holistically integrated
into the organization’s strategic planning processes at all levels. Such an integrated approach ensures that the
risk management strategy aligns with and supports the company's overall business objectives, thereby improving
the effectiveness and efficiency of both risk management and strategic operations.(Luo, 2022).

Goals Analysis 80 e T e Research

Plan * online s SWOT | @ Compehtor?

Markehn s
Busmess ‘ .

Work Sirategy ™.

Fmancial Success
e 1

Vision f;» Miss;z@n"""

Product
Descripfion

Source: https://articles.connectnigeria.com/how-to-reevaluate-your-business-strateqy

6. Cultural Sensitivity: Recognizing the critical role of cultural differences in international business, this
framework embeds cultural sensitivity in every stage, from risk identification to strategy formulation. Such an
approach enables the firm to understand and respect cultural nuances, ensuring the development of locally
adapted strategies that enhance business success.(Malaviarachchi, 2022).
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Source: https://ualr.edu/www/event/cultural-sensitivity

7. Continuous Monitoring, Learning, and Improvement: Recognizing the dynamic nature of
international business, this framework underscores the need for ongoing risk management rather than a one-time
exercise. It emphasizes continuous monitoring of the risk landscape and regular updating of risk assessments
and mitigation strategies. Lessons learned from the risk management process should be documented and used to
refine the framework and the firm's practices continuously. Regular training and development sessions can
ensure that all team members are up to date on risk management best practices and that learning permeates the
entire organization.(Antony and Gupta, 2019).

8. Stakeholder Engagement: This risk management framework realizes the significance of engaging all
relevant stakeholders in the risk management process. This engagement should encompass internal stakeholders
(employees and management) and external stakeholders (customers, partners, suppliers, and regulators in the
target markets)(Kujala et al., 2022). Stakeholder engagement can provide valuable insights, increase the buy-in
for risk management strategies, and improve the effectiveness of these strategies.Example: Engaging local
customers and understanding their shopping preferences and cultural nuances is essential for a retail company
expanding into a new international market. This may involve surveys, focus groups, or local market research

firm partnerships.(Attanasio et al., 2022).
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9. Technology Utilization: The framework underscores the role of technology in enhancing risk
management. Advanced analytics tools can be used for more accurate risk identification and assessment.
Meanwhile, digital communication tools can facilitate stakeholder engagement and continuous monitoring.
Technology can also enhance the flexibility of the risk management process, allowing for quicker adaptation to
changing circumstances.(Rane, Potdar & Rane, 2019).
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10. Regulatory Compliance: The proposed risk management framework strongly emphasizes regulatory
compliance. In international business expansion, firms need to navigate and comply with the laws and
regulations in multiple jurisdictions. The framework, therefore, involves a thorough understanding of these
regulatory requirements and incorporates them into risk mitigation strategies.(Marcillo-Delgado, Alvarez-Garcia
& Garcia-Carrillo, 2022).

11. Resilience Building: The framework incorporates resilience building as a core component of the risk
management strategy. This involves preparing the organization to recover quickly from potential setbacks
during international business expansion. Resilience building can include financial preparedness, redundancy in
critical operations, and a solid organizational culture that can withstand challenges.(Munawar et al., 2021).

12. Sustainable Approach: In the current era of heightened awareness about environmental, social, and
governance (ESG) issues, the proposed risk management framework integrates a sustainable approach. This
involves considering the business expansion's potential environmental and social impacts and managing any
associated risks. Additionally, it encompasses compliance with good corporate governance practices, which can
enhance the organization's reputation and reduce legal and reputational risks.(Bharadwaj et al., 2022),

13. Competitive Analysis: This framework component underscores the need to understand the target
market's competitive landscape. Analyzing competitors' strategies, strengths, and weaknesses can help identify
both potential risks and opportunities. For instance, a strong competitive presence may pose a risk to market
entry, while gaps in competitors' offerings can present opportunities.(Yung et al., 2022).

14. Scenario Planning: This framework incorporates scenario planning as a proactive risk management
tool. This involves envisioning possible future situations, considering predictable trends and uncertain events,
and planning how the organization can respond effectively to each scenario. Scenario planning can improve the
organization's preparedness for potential risks and ability to seize unexpected opportunities.

15. Knowledge Management: The suggested framework incorporates knowledge management as a vital
part of risk management(Ajmal, Helo and Kekale, 2010). This involves collecting, organizing, and scrutinizing
information relevant to the business expansion and using this knowledge to inform decision-making. Effective
knowledge management can help the organization learn from past experiences, leverage internal and external
expertise, and make informed risk identification, assessment, and mitigation decisions. In international business
expansion, knowledge management can also include learning about the local business culture, consumer
behavior, and market trends in the target country or region. Thus, knowledge management enhances the overall
effectiveness of the risk management process.(Zhang et al., 2018).
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I11.  Conclusion

This research, centered on developing a comprehensive risk management framework for international
business scale-up, highlights global expansion's complexities and inherent risks. The myriad of potential risks,
spanning across economic, political, cultural, and legal domains, necessitates a well-crafted, holistic approach to
risk management.

The research objectives set out at the onset were addressed through an in-depth literature review, a
comprehensive evaluation of existing risk management strategies, and a discussion of their limitations. In
response to these limitations, a refined risk management framework was proposed, characterized by its all-
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encompassing nature, acknowledging quantitative and qualitative elements, cultural sensitivities, stakeholder
engagement, sustainable approaches, and continuous improvement.

The proposed framework provides a blueprint for companies, directing their attention to crucial aspects
that need to be considered when embarking on international business expansion. It encourages organizations to
be proactive, innovative, and adaptable in managing risks, enhancing their capacity to succeed in foreign
markets. However, as with any theoretical framework, it's crucial to adapt and customize the proposed risk
management framework based on each organization's specific context and needs.

The dynamic nature of global business necessitates continuous research in this domain. Future research
can focus on testing and refining the proposed risk management framework in real-world contexts, examining
its effectiveness in different industries and markets, and exploring ways to leverage technology and data
analytics for more effective risk management.

In conclusion, managing risks effectively is a critical determinant of the success of international
business expansion. The proposed framework and the insights this research offer will guide businesses in this
challenging but rewarding journey, contributing to their growth and prosperity in the global marketplace.
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