
 
 

JOHANNA HALLBÄCK 

International New Ventures 
as a Multifaceted Phenomenon 

 
Towards a Contingency Approach in  

International Entrepreneurship 

ACTA WASAENSIA NO 260 
________________________________ 

 
BUSINESS ADMINISTRATION 105 

MARKETING 

UNIVERSITAS WASAENSIS 2012 

































































































































































































































































  asaensia  



116  



  asaensia  



118  



  asaensia  



120  



  asaensia  



122  



  asaensia  



124  



  asaensia  



126  



  asaensia  



128  



  asaensia  



130  



  asaensia  



132  



  asaensia  



134  



  asaensia  



136  



  asaensia  

Managing Complexity
and Change in SMEs
Frontiers in European Research

Edited by

Poul Rind Christensen

Aarhus School of Business, Denmark

Flemming Poulfelt

Copenhagen Business School, Denmark

Edward Elgar
Cheltenham, UK • Northampton, MA, USA



138  

© Poul Rind Christensen, Flemming Poulfelt, 2006

All rights reserved. No part of this publication may be reproduced, stored in
a retrieval system or transmitted in any form or by any means, electronic,
mechanical or photocopying, recording, or otherwise without the prior
permission of the publisher.

Published by
Edward Elgar Publishing Limited
Glensanda House
Montpellier Parade
Cheltenham
Glos GL50 1UA
UK

Edward Elgar Publishing, Inc.
136 West Street
Suite 202
Northampton
Massachusetts 01060
USA

A catalogue record for this book
is available from the British Library

Library of Congress Cataloguing-in-Publication Data

Managing complexity and change in SMEs: frontiers in European research/
edited by Poul Rind Christensen, Flemming Poulfelt.

p. cm.
Includes bibliographical references and index.
1. Small business—Management. 2. Small business—Europe—

Management. I. Christensen, Poul Rind. II. Poulfelt, Flemming.
HD62.7.M3473 2006
658.02’2—dc22

2006012797

ISBN-13: 978 1 84542 908 9
ISBN-10: 1 84542 908 7

Printed and bound in Great Britain by MPG Books Ltd, Bodmin, Cornwall



  asaensia  

10. Internationalization of new
ventures: mediating role of
entrepreneur and top management
team experience*

Johanna Pulkkinen

INTRODUCTION

The interest for this study has emerged from the increasing references made
in reseach to the rms that internationalize very soon after establishment
and consequently, from their emphasis on the importance of understand-
ing these rms’ behaviour. These rms have been termed for example
‘international new ventures’, ‘born globals’, ‘global start-ups’ and ‘infant
multinationals’. In many studies, the high-technology character of the
phenomenon has been stressed, as re ected by the concepts such as high-
technology start-ups. In this chapter no industrial-wise limitations are
made and the term ‘international new venture’ (INV) is adopted. In many
studies of INV phenomenon, criticism is raised against the traditional
internationalization theories (such as stage models). The research con-
ducted so far points out that an increasing amount of rms do not inter-
nationalize according to the stages and that the time lag between rm
foundation and internationalization has diminished. Existing theories of
internationalization have been claimed to fail in explaining these rms not
only because they assume a slow gradual development of rms and thus
emphasize larger mature rms, but also because they focus too much on the

rm level, ignoring the individual level (McDougall et al., 1994). In these
theories the focus of studying the role of experience has often been on the

rm-level experience, researching the rm’s previous experience and devel-
opment of internationalization (for example subsequent entry mode
choice), especially among manufacturing rms but also among service

rms (for example Erramilli, 1991). At the same time the time lag between
internationalization and previous international exposure of the entrepre-
neur and management of the rm has been rather ignored (see the discus-
sion by Wickramasekera and Bamberry, 2001 and their emphasis on the
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length of the learning process by management). The so-called Uppsala
model of rm internationalization (Johanson and Wiedersheim-Paul,
1975; Johanson and Vahlne, 1977) emphasizes experiential learning but it
has been criticized for the fact that it does not specify whose experience is
being focused on (Oviatt and McDougall, 1997).

However, the INV as a rm typically goes international before having
gained ( rm-level) business experience even in the domestic market. Due
to their small size they often also lack nancial resources to acquire exter-
nal professional advice on international entry. In this respect, the experi-
ence perceived as a characteristic of the entrepreneur and top management
team (TMT) of rms, not as a characteristic of the rm, could be of
importance. The experience as such might not explain the speed of inter-
nationalization, but through capabilities based on experience the mediat-
ing factors such as commitment and implementation of needed strategies
to internationalize successfully might be more rapidly put into use. As
expressed by Reid (1981), the individual characteristics such as foreign
nationality, language skills, extent of foreign travelling, and education
seem to be associated (as antecedents) with the decision-maker’s existing
stock of knowledge, his or her attitudes, and e ective preferences con-
cerning export marketing. Consequently, in this chapter experience is per-
ceived as a characteristic of the entrepreneur and management team of

rms (see for example Reuber and Fischer, 1997), not as a characteristic of
rms as viewed in some key early studies on internationalization (for

example Johanson and Vahlne, 1977).
The aim of the chapter is to research the link between the international

experience of the entrepreneur and the TMT and the internationalization
of new ventures. The experience is approached as a possible mediator of
INV development through in uence on speci c decisions and use of strat-
egies that might explain these rms’ development. From the possible strat-
egies, the strategy followed by the new venture is expected to be ltered and
largely selected by the decision-makers’ experience. Finally, the experience
is expected to be related to the degree of internationalization through the
impact on the time lag of international entry and strategic decisions regard-
ing entry modes and markets and their geographical breadth. The theoret-
ical base of the chapter is built by combining approaches in international
business, management and entrepreneurship elds, with special focus on
SME research as INVs are here regarded as a special type of SMEs.

The chapter is structured into six main sections. After de ning the key
concepts of the study, I present previous literature followed by identi cation
of the research gap and presentation of the hypotheses for the empirical
study. The methodology is discussed in the next section, followed by the

ndings of the empirical study. The chapter nishes with a discussion of the

Internationalization of new ventures 221



  asaensia  

ndings and suggestions for the next steps in research. This chapter covers
work in progress, presenting the rst part of the intended full study. The
contribution of the nal study will be that it will link together the inter-
national experience and new venture internationalization by bridging
together individual-level experience, the expertise acquired though experi-
ence, and consequences of internationalization decisions.

KEY CONCEPTS

In this study INVs are referred to as rms that have been confronted with
fast internationalization soon after establishment. The concept of inter-
nationalization has many de nitions, but in general it can be regarded as a
process through which the rm’s international level of operations increases.
This increase may be identi ed in both the inward and the outward oper-
ations of the rm. According to Kutschker et al. (1997), there is no such
thing as ‘the’ internationalization process of the rm, but there exist several
parallel processes in di erent layers of the rm, one of which is at the indi-
vidual level and others at group or department level, or the whole company.
These processes may di er in the speed and duration of change as well as
their relevance for the organization. This study attempts to take into
account and address these many dimensions of internationalization.

To acknowledge the multidimensionality of internationalization, the
de nition by Oviatt and McDougall (1994) of international new venture as
‘a business organization that, from inception, seeks to derive signi cant
competitive advantage from the use of resources and the sale of outputs in
multiple countries’ is adopted in this chapter. This de nition is also most
cited in the literature and can thus be used to support comparability across
studies. However, while internationalization refers to both inward and
outward operations, the key de ning dimension of INVs is in this study
regarded to be related to foreign sales. Obtaining foreign sales is likely to be
more challenging than for example obtaining foreign inputs, and most of
the other international dimensions are somehow associated with the initi-
ation of foreign sales (see Oviatt and McDougall, 1997). The limitation of
concentrating on sales operations has been made in the majority of earlier
INV studies as well as can be seen from the operational de nitions of
the INVs (the internationalization of sales has often been named as the
minimum criterion). In addition to many names given to these rms, the
empirical de nitions of INV, however, still di er. The scale of operational
de nitions is large; criteria are based on for example share of exports, and
time lag between establishment and initiation of exports (varying from two
to six or even more years). Some researchers also exclusively focus on
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younger rms, thus including the criterion of timing of establishment (for
example Burgel and Murray, 2000; Zahra et al., 2000; Shrader et al., 2000;
Moen, 2002). Few de nitions include criteria such as international orienta-
tion or vision (for example Luostarinen and Gabrielsson, 2002). Examples
of di erent operational de nitions are those by Knight in 1997 (establish-
ment after 1976, and share of exports at least 25 per cent), Harveston et al.
in 2000 (engaged in foreign activities accounting for 25 per cent of all sales
within three years of founding), and Moen in 2002 (establishment after 1990
and share of exports at least 25 per cent). The more de nite operational
de nition of this study is presented in the methodology section.

Two meanings could be given for the term ‘experience’: (1) ‘direct obser-
vation of or participation in events: an encountering, undergoing, or living
through things’; and (2) ‘knowledge, skill or practice derived from direct
observation of or participation in events: practical wisdom resulting from
what one has encountered, undergone or lived through’ (Gove, 1981, p. 800
in Reuber et al., 1990). While experience may be of both kinds, as in the
second meaning the relevant experience is regarded as ‘experiential exper-
tise’ (Reuber, 1997) that has been gained through participation in events.
With events, this study speci cally relates to those in the international
context. The expertise (knowledge and skills) may be of various kinds, but
in this context the most relevant is that related to foreign markets and inter-
nationalization of business operations. When researching the link between
experience and new venture internationalization, of special interest here is
the international experience that the managers have gained before manag-
ing the new venture or during the venture’s domestic period. This experi-
ence may derive from earlier business assignments at the international level,
studying abroad, or from other experience abroad. The experience may
vary in duration as well as in regional breadth, and in the case of business
experience it may be from a similar or di erent industry (see Siegel et al.,
1993) and vary in terms of functional breadth.

LITERATURE REVIEW AND HYPOTHESES

In this section the previous studies on experience of the decision-makers
(manager, founder, owner or TMT) and internationalization are discussed
under two sub-sections. As the new venture is here regarded as a special
type of SME, the section will rst review the research done on the
experience–internationalization link in the context of SMEs. After this
the focus will be on the research that has been carried out especially in the
INV context. Finally, the research gap and hypotheses are presented the
third sub-section.
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International Experience and SME Internationalization

Dichtl et al. (1990) studied the role of the manager’s foreign orientation
variables (manager’s experience of psychic distance, manager’s age, educa-
tion level, pro ciency in foreign languages, travelling, risk-averseness, will-
ingness to change, expectations of overseas job experience on career and
family, attitude towards exporting) as a precondition for exporting in
industrial SMEs from ve di erent countries (182 exporters vs. 171 non-
exporters). The command of foreign languages, vacations spent abroad,
longer stays abroad as well as number of previous employers were on
average higher among managers of exporting rms (except in Japan the
number of previous employers and in South Korea longer stays abroad
were slightly higher among non-exporter managers). Even one-third of the
non-exporters or occasional exporters had future export potential, but
due to de ciencies in the manager’s characteristics (low foreign market
orientation), did not export. The major problem in initiating export activ-
ity seemed to relate to language pro ciency and availability of quali ed
personnel.

In a study of 58 Indian-based exporting rms (27 rms with less than 500
employees and 28 larger rms from seven industries), three managerial
characteristics – years in the current position, whether the manager had
past exporting experience and whether they had lived or worked abroad –
were found as discriminating factors between unsuccessful and successful
exporters as classi ed by export share from total sales (Das, 1994). Other
discriminating factors between the groups were product nature, rm’s years
in business, country of the buyer and nature of the industry. As compared
to these latter factors, managerial characteristics had lower discriminant
loadings, and surprisingly the export experience of the manager was lower
in rms with a higher export share (20 per cent or more) and living or
working abroad experience was almost similar in both groups of rms.
Success classi ed as growth in export volume during the past ve years
yielded three discriminating factors: living or working abroad, years in
current position and product nature. Of all the rms, nearly 70 per cent had
over 20 years’ business experience and 74 per cent over ten years of export
experience. As with many other studies, this study did not di erentiate
between individual experience prior to the export operations of the current

rm and the experience gained during the current rm’s operations. The
export managers in successful rms in fact had over nine years’ experience
in their current job.

Also many other SME studies have touched upon the relationship
between exporting or internationalization and managers’ other interna-
tional skills in di erent parts of the world. In most of these associated

224 Managing complexity and change in SMEs



144  

studies, the managerial characteristics are age, education and language
skills. Obben and Magagula (2003) tested the links between some man-
agerial and rm-related variables and the export propensity of SMEs in
Swaziland, a small developing country in Africa. When comparing 20
exporters and 20 non-exporters, foreign language skills and business-
related foreign trips of the managers were very highly signi cant
explanatory factors of export propensity. On the other hand, in a sample
of 158 exporting and 105 non-exporting Maine manufacturing

rms, Cavusgil and Naor (1987) found three decision-maker characteris-
tics – age, education and language skills – to be poor or insigni cant
di erentiating variables between exporters and non-exporters. Although
slightly higher education and level or amount of foreign language
skills were related to export marketers, the relationships between these
characteristics and export marketing were weak. As compared to other
studies, the rm size of the sample rms was larger (employing less than
1000 people).

Reuber and Fischer have studied experience and its relationship to
SME internationalization (1997), rm performance (Dyke et al., 1992)
and also analysed the dimensions a ecting experience (such as time)
(Reuber and Fischer, 1999) as well as the role of owner’s export experi-
ence as a criteria when targeting export support (instead of for example
the stage of internationalization) (Fischer and Reuber, 2003). In Reuber
and Fischer’s study in 1997, the focus was on the experience of both the
CEO and the management team, with an empirical sample of 49 small
Canadian software product rms. International experience was measured
with two measures: whether, before joining or founding the rm, the CEO
had ever worked outside Canada and whether any of the management
team members had experience in selling outside Canada. In 55 per cent of
all the rms, the management team had gained foreign experience. The
average timelag from rm foundation to initiation of foreign sales was
5.10 years and over 70 per cent of the rms also sold their products
outside North America. However, while 10 per cent had no foreign sales,
51 per cent had at most one foreign partner. According to the ndings, the
international experience a ected positively on the use of partnerships and
negatively on the delay from start-up to initiation of foreign sales. In add-
ition, rm age was also found to have a negative e ect on the delay of
foreign sales and the rm’s number of employees was found to a ect
negatively on the level of TMT’s international selling experience.
International experience was a signi cant predictor of the degree of rm
internationalization. Both the use of partners and delay in foreign sales
mediate the e ect of international experience on the degree of rm inter-
nationalization.
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International Experience and INVs

Pioneering authors Oviatt and McDougall (1995, 1997) and McDougall
et al. (1994) have stressed the importance of founder characteristics in
researching and explaining INVs. While much of their research has had
signi cant theoretical value, the empirical manifestations of these are fewer,
except for the author’s own case studies. Based on case studies of 24 INVs,
McDougall et al. (1994) state: ‘founders of INVs are individuals who see
opportunities for earning high returns for establishing businesses that
operate across national borders. These entrepreneurs see opportunities that
others do not see because of the competencies (networks, knowledge, and
background) that are unique to them’ (p. 483). Based on 12 case studies,
Oviatt and McDougall (1995) identi ed seven characteristics associated
with the survival and growth of new ventures, one of which was inter-
nationally experienced managers. In the follow-up study of the same com-
panies, this characteristic (along with global vision and strong international
business networks) was found in all the ventures, and it was concluded to be
a critical characteristic at the founding phase of the ventures. An interest-
ing nding was, however, that three of the companies had failed and one was
in the process of ceasing operations at the time of the progress report.

Many studies in the INV context have studied di erent experience types
as discriminators of internationalization propensity. In most of these
studies, the experience has been studied as one of many other explaining
variables such as rm or external variables. As an example, Knight (1997)
found in a US-based sample that as compared to traditional rms
(n 168), a higher proportion of ‘born-global’ rms (n 122) had man-
agers that had lived overseas for a substantial period of time. According to

ndings by Harveston et al. (2000) on US-based high-technology rms, the
managers of INVs (n 60) reported signi cantly more extensive inter-
national experience (travelling, vacations and holidays, work and educa-
tion) as compared to managers of gradually globalizing rms (n 146). In
the study of 106 Australia-based exporting wineries (Wickramasekera and
Bamberry, 2001), signi cant di erences between managers of rms could
be found in that higher numbers of born-globals had export or marketing
managers that had previously worked for an exporting company (62 per
cent vs. 37 per cent). Whereas the mean values for overseas work experience
were the same in both groups of rms, the mean values for training in
export matters and uency in languages were slightly higher in the non
born-global rms. In the study by Kunda and Katz (2003) among new rms
in the Indian software industry, the education of CEOs predicted higher
export performance (export growth and export share) but international
experience of CEOs in di erent regions was signi cantly higher in highly
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exporting rms only when measured by export share. The foreign expertise
of employees was also tested as a rm-level resource but it gained only mar-
ginal support as a predictor of higher export performance (namely export
growth). Unlike in many researches, this study used a more profound
theory-based approach.

In qualitative studies similar relationships have been studied. In the study
by Knight et al. (2001), 16 out of 24 rms in the New Zealand seafood indus-
try were established to serve international markets with no prior domestic
sales. Most of these INVs were either established or purchased by persons
having international industry links built up through previous work. Based on
a case study of 22 New Zealand exporting manufacturing and service rms
(nine born-globals) from di erent industries, Chetty and Campbell-Hunt
(2003) found that the founder’s prior international and work experience is
important in establishing a rapid development path of internationalization.

Another approach in the research has been the link between experience
and strategic internationalization choices such as market selection and
choice of entry mode. In the study of small, technology-based Swedish rms
(Lindqvist, 1991), the ndings of 15 pilot case studies indicated that in rms
having experienced managers (for example in the same industry as the
current rm), the internationalization was characterized by more rapid
foreign entry and a less traditional market selection pattern. The experience
also helped in identifying foreign representatives. In other cases, acting as a
subcontractor to large original equipment manufacturer (OEM) customers
had led to rapid indirect spread to many foreign markets. In the survey of
95 sample rms (Lindqvist, 1991), the rms with management having pre-
vious industry experience and established contacts with representatives were
signi cantly younger at the time of rst foreign entry. However, the number
of years required to enter ve foreign markets did not vary with previous
experience. The author also found that many of the sample rms which had
established a subsidiary in a certain market did not possess earlier, lower
commitment experience in that market. Rather surprisingly, another nding
was that rms that could bene t from the manager’s established representa-
tive contacts were less successful in export than others.

Bloodgood et al. (1996) studied 61 US-based venture capital supported
rms (21 INVs). The degree of internationalization at the time of initial

public o ering (IPO) was directly related to product di erentiation, previous
international work experience of the top management, and rm size at the
point of IPO. The international education of the management was not
signi cantly related to the extent of internationalization of the rms. The
degree of internationalization was measured as whether the rm was
engaged on a foreign continent in each of Porter’s ve primary activities:
inbound and outbound logistics, operations, marketing and sales, and
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service. The management-related variables were not directly related to rm
performance (sales growth and earnings before interest and taxes) two years
after IPO, but the internationalization degree in total was positively related
to later earnings.

In the study by Shrader et al. (2000) of 212 foreign market entries by 87
US-based new ventures, the level of management experience (international,
marketing and prior new venture experience) was positively associated with
politically and economically riskier countries and more committed entry
modes. Also, the larger management team size was associated with higher
entry mode commitment. Among 246 high-technology UK start-ups, man-
agers who had lived abroad were more likely to sell abroad without
middlemen whereas prior international work experience did not impact on
export decisions (Burgel and Murray, 2000). The interpretation was that
these managers simply do not need the assistance (market knowledge,
commercial network) of distributors, but can rely on their own established
networks and knowledge.

According to ndings in another UK-based sample (82 biopharmaceut-
ical INVs), the TMT members do not have a major a ect on the initiation
of international activities, but this decision is primarily driven by the struc-
ture of this particular industry (Gurau and Ranchhod, 2003). Using cross-
tabulations, the ndings suggest a signi cant relationship between the
proportion of the TMT members with international experience and
number of world regions of TMT’s experience, and the internationalization
level of the rm. The medium-sized rms had more TMT members with
international experience as compared to small rms. Also, the more
developed the rm was in terms of its development stage (from building
competitive advantage to being fully operational), the higher proportion of
managers there were with international experience. There was no
signi cant relationship between listed or unlisted rms or type of rm
activity (platform technology or product development) and the proportion
of experienced managers. Furthermore, the experience of TMT in certain
world regions was a statistically signi cant determinant of the presence of
the rm in that same region. The relationship between the type of profes-
sional expertise (in entry modes) and predominant foreign entry mode was
positive and signi cant in the case of licensing, distribution and strategic
alliances, that is, TMT member expertise of for example licensing and use
of licensing as the predominant mode.

Research Gap and Hypotheses Development

The literature review indicates that the majority of the research on entre-
preneur and management experience has not been linked with rm
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internationalization but rather with rm performance, strategy, growth and
so on in general (see for example Dyke et al., 1992; Reuber and Fischer,
1994, 1999; Eisenhardt and Schoonhoven, 1990). In these studies di erent
experience types have been investigated (for example experience in previous

rms, previous start-ups or rm establishments as well as educational,
management, ownership, small and large business and industry experi-
ence), but often no internationality of experience or internationalization
consequences have been included as a measure. Most studies focusing on
the relationship between experience and SME internationalization have
exclusively explored the experience of a single decision-maker (founder or
managing director), while a smaller number of studies have included the
whole management team (see the discussion in Reuber and Fischer, 1997).
In the context of INV research, only a few researches with the main focus
being this issue can be listed (for example Harveston et al., 2000). In both
SME and INV research, many of the studies focus on decision-maker and
top management-level experience, while some studies have also been made
on ‘lower-level’ experience such as expatriate experiences or international
experience of the employees (for example Kunda and Katz, 2003). In many
of these studies, the gained experience has been measured at the time of
investigation, whereas fewer researches have focused solely on the experi-
ence that the decision-maker has gained prior to the current rm’s estab-
lishment or internationalization.

While research has shown some evidence suggesting a link between the
experience and the INV type of development path of the SME, much is still
to be evidenced. Con icting results seem to remain strong as researchers have
also found either negative or no relationship between di erent internation-
alization and international experience variables (Cavusgil and Naor, 1987;
Lindqvist, 1991; Das, 1994; Oviatt and McDougall, 1995; Bloodgood et al.,
1996; Burgel and Murray, 2000; Wickramasekera and Bamberry, 2001;
Gurau and Rancchod, 2003; Kunda and Katz, 2003). One reason for this
may be related to conceptual ambiguity in the present research. In previous
research on founder and manager experience and internationalization (or

rm performance, growth) the term ‘international experience’ has received
rather less conceptual attention. Often the experience has been de ned
through di erent empirical operationalizations (such as years of export-
related work experience, foreign education, number of foreign trips) without
more general theoretical de nition. Also the concepts ‘international orien-
tation’ and ‘international experience’ have sometimes been used as synonyms
(Gurau and Ranchhod, 2003). For de nitions, see Table 10.1.

Furthermore, as earlier research has tended to focus on analysing the direct
link between experience and (international) firm performance, it remains
unclear in what manner the experience impacts upon internationalization
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behaviour more speci cally, such as strategies employed. Additionally, the
kinds of international experience and experientially acquired capabilities that
are discriminators of di erent internationalization paths of rms are yet to
be researched. Most of the previous studies indeed have de ciencies regard-
ing this matter as they have taken rather narrow and super cial measures of
international experience. Most studies do not di erentiate between the two
sides of experience discussed earlier (experience as such, and expertise
acquired through experience), which causes problems (for example assuming
that knowledge acquisition is directly proportional to the length of prior par-
ticipation is maybe not well argued) (Reuber et al., 1990). Reuber and Fischer
(1997) emphasize the importance of exploring more speci cally what kind of
knowledge, skills and abilities are acquired experientially, and their conse-
quences for rm behaviour. Following this discussion, two areas for further
research are identi ed:

The direct impact of international experience of the entrepreneur
and TMT on the internationalization motive and degree (speed of
internationalization, market selection, entry mode commitment) of
new ventures.
The indirect impact of international experience on the international-
ization behaviour and degree of new ventures, that is, what kind of
knowledge, skills or expertise are acquired experientially by inter-
nationally experienced entrepreneurs and TMT, and what kind of
impact these have on the internationalization of new ventures.

At this point, the aim of the empirical research is to contribute to the rst
area, which is arguable also by the nature of experience–expertise link.
Consequently, it is rst important to know the types of experiences that are
related to new venture internationalization in the rst place, after which the
experiential expertise may be added to the context to deepen the under-
standing of the consequences of experience on internationalization. Based
on discussion presented above, the following hypotheses are set:

Hypothesis 1: New ventures with higher prior international experience of the

entrepreneur and TMT will have a higher degree of internationalization.

Hypothesis 2: In new ventures with higher prior international experience of

the entrepreneur and TMT this experience will be of higher importance as a

motive for deciding to initiate international operations.

Hypothesis 3: New ventures whose prior international experience of the

entrepreneur and TMT is of higher importance as a motive for deciding to

232 Managing complexity and change in SMEs
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initiate international operations will have a higher degree of international-

ization.

Hypothesis 4: Higher prior international experience level of the entrepreneur

and TMT and higher importance of this experience as a motive for deciding

to initiate international operations discriminate the rapidly internationalized

new ventures from the slowly internationalized new ventures.

METHODOLOGY

The empirical data are based on a survey study of exporting Finnish SMEs
and a qualitative case study of eight Finnish small- and medium-sized
INVs. While the survey data is used to test the hypotheses on international
experience and internationalization motives and speed, the case data is
aimed at providing further information about the impact of experience on
internationalization degree with regard to decisions concerning market
selection and entry mode commitment.

Survey

The questionnaire was targeted at Finnish-based industrial and service
(software, engineering and advertising) SMEs that were employing 5–500
people and informed to have performed export operations. Including mul-
tiple industries is arguable in order to ensure a su cient number of inter-
national new ventures in the sample. In identifying the target companies the
Yritys Suomi 2000 database as well as earlier surveys and articles in Finnish
business magazines were used. On the basis of these sources, the total target
group consisted of 2856 companies. After excluding 48 bankrupted rms,
154 rms that did not ful ll the selection criteria and rms whose address
could not be identi ed, the nal target group decreased to 2654 rms.

Altogether 486 responses were received, from which 473 were usable
(response rate 17.8 per cent). However, only companies founded in 1985 or
after are included in this study, since knowledge of the early years of older

rms and their decision-makers’ prior experience is more di cult to gain,
and the reliability of such data is likely to be lower. Thus, from a total of
473 companies 211 are analysed. Descriptive statistics of these rms are
shown in Table 10.2. Based on the number of employees, annual turnover
and eld of industry, there seemed not to be any great di erences between
responding and non-responding companies.

The survey was conducted between November 2001 and March 2002.
The survey was part of a larger survey and the questions covered foreign

Internationalization of new ventures 233
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purchasing, foreign sales, rm strategy in international business, perform-
ance, future prospects, and key gures, as well as other background infor-
mation of the rms. The respondents of the questionnaire were either the
managing director (in small rms employing less than 50 people) or the
manager responsible for international operations (in medium-sized rms).
The international experience measure concerned the characteristics of the
TMT and was measured through the following questions: (1) whether the
management members (none/one of the managers/many of the managers)
had gained (a) business experience in international assignments in a domes-
tic rm, (b) business experience in international assignments in a foreign

rm, (c) educational experience abroad, or (d) other experience abroad
before the current rm started international operations. (2) The competi-
tiveness level of the management’s (a) international experience, (b) educa-
tion and (c) language skills (Likert scale 1–5). A subjective measure of the
impact of experience in internationalization-related decision-making was
measured through the variable ‘to what extent the manager evaluates the
international experience of the management to have impacted on the rm’s
decision to start operating internationally’ (Likert scale 1–5). Whereas the

rst question can be regarded as rather objective, the two latter ones are
respondents’ evaluations of the TMT characteristics and decision-making
motives. Concerning the TMT as a focus of experience, the management
team of the venture in the inception, survival and growth phases is gener-
ally concerned to involve the founders of the venture and to be more entre-
preneurial. In later stages of development, that is, in the expansion stage of

234 Managing complexity and change in SMEs

Table 10.2 Descriptive statistics of survey firms (n 211)

Variable Mean S.D. Range Median

Min Max

Foundation 1991 3.99 1985 2001 1991
Number of personnel 49.5 72.63 3 500 23

in 2001
Turnover in 2001 6.98 11.35 0.12 90.52 3.03
Starting year of export 1993 4.08 1985 2001 1993
Share of exports 40.4% 31.84 0 100 30.0%

in 2000–2001

Company form Field of industry
Family-owned 45.3% Manufacturing 83.9%
Independent limited 31.2% Service 16.1%

liability
Part of larger group 23.5%
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the venture, the management is likely to involve more professional man-
agers whereas the founders may step aside from the TMT (see for example
Scott and Bruce, 1987). As measured by the number of employees, the size
of the sample rms is rather small and the majority of the rms are family-
owned (only 23 per cent belong to a larger group) (Table 10.2). Re ecting
these factors, the owner-entrepreneur is likely to be highly present in the
management of these ventures and thus be an acting member of the TMT.

Concerning the operationalization of experience, the experience meas-
ures are aimed to provide information on the level and types of experience
of both the entrepreneur and the whole management team. As can be seen
in the summary Table 10.1, the experience of the whole TMT has been
included as a measure only in three earlier INV studies and one SME study.
In two of these studies the measures of experience have been rather general,
with specifying only one (Reuber and Fisher, 1997: ‘experience in selling to
foreign markets’) or two (Bloodgood et al., 1997: ‘international schooling
or work experience’) types of experience. The study by Shrader et al. (2000)
is focused on issues other than experience, which in itself has also been
measured more super cially and without specifying whether the experience
has been gained prior to or during the current venture’s internationaliza-
tion. Regarding the experience types included in this study, four objective
measures were included in order to give more speci ed information than in
earlier studies. In addition, international work experience in domestic rms
is included as one separate type, unlike in many earlier studies which tend
to focus on ‘working experience abroad’ or ‘foreign experience’. However,
experience in a domestic rm that operates internationally is likely to be
similarly or even more important than experience in foreign companies.
This is because it adds to the experience of how to go abroad and do inter-
national business from this particular country and thus may be utilized in
the new venture founded in the same country (as is the case in this study).
There may be great di erences between countries with regard to inter-
national trade policies and practices. Finally, regarding the subjective
measure of experience used in this study, it is informative and unique to
previous studies in the sense that it speci es how the CEO or international
sales manager evaluates the competitiveness of the TMT’s experience based
on his or her knowledge of their experiences and does not just focus on the
years of experience or number of persons having experience.

In the survey study, the degree of internationalization is only measured
through speed of internationalization. As mentioned earlier, the entry
mode commitment and market selection pattern are analysed in the case
study part of the chapter. The degree (later referred to as speed) of inter-
nationalization of the new venture was operationalized as: (1) the share of
foreign sales in the rm’s turnover three years after the rm’s foundation
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(classi ed as no foreign sales, 10 per cent, 10–24 per cent, 25–49 per cent
or 50 per cent); and (2) years required until three foreign countries were
entered with sales (age at entry in the third foreign entry). For the purpose
of analysing hypothesis 4, the new ventures were classi ed into four groups
on the basis of two variables: (1) share of foreign sales three years after rm
foundation (being more or less than 25 per cent): and (2) rm age at its third
foreign market entry (being more or less than three years) (see Figure 10.1).
The 25 per cent has been used as the minimum share of foreign sales in INV
criteria in studies for example by Knight (1997), Harveston et al. (2000) and
Moen (2002). Three years has been used as a cut year between INVs and
local new ventures for example by Harveston et al. (2000), Rasmussen et al.
(2001) and Gurau and Ranchhod (2003). Most of the earlier studies only
include export share soon after establishment as criteria of INVs, and thus
neglect the actual international dispersion of activities. This latter factor is,
however, an essential part of de ning INVs and of discriminating them
from very locally geographically focused new ventures. Thus, in this study
years required to enter three foreign countries was used as another criterion
to de ne the internationalization speed of new ventures.

To test the relationships in the rst three hypotheses, two-tailed correla-
tional analysis was used. This way the relationships between di erent types
of experience and internationalization decision-making motives and
speed can be analysed, and the relative strength of the relations between
experience and internationalization versus decision-making motives and
internationalization can be reported. To test the di erences in four types of
new ventures in hypothesis 4, one-way analysis of variance was employed
together with the Bonferroni test to further investigate the di erences
found.

Case Study

The case studies were identi ed from 486 exporting Finnish SMEs that had
participated in the mail survey as well as using other sources (earlier surveys
and Finnish business magazines). Selection criteria included the following
items: international sales three years after establishment at least 25 per cent
of total sales; international sales at least 50 per cent of total sales in 2001;
at least six foreign countries in which the company had sales in 2001;
company establishment in 1985 or later (see argument above); the majority
of the company not owned by any single larger Finnish or foreign group
(to ensure the independence of early operations and decision-making).
The basic information of the selected eight companies is presented in
Table 10.3. The rms represent di erent industries and six of the companies
are categorized as high-tech (R&D costs at least three per cent of turnover)
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and two as low-tech. Accordingly with the research focus of the study, case
rms vary in terms of experience and internationalization degree.
The data of the case rms was collected through the above survey ques-

tionnaire, personal contacts (using a semi-structured questionnaire) and
rm reports (annual and other reports), newspaper and journal articles.

More profound information has been gained from one case company by
in-depth interview. In addition to international experience variables
(included in the survey), the managers of eight INVs in the case study were
also asked to specify whether one or several of the founders and/or early
management team members had gained previous industry experience and
whether this experience was short- or longer-term (less or more than three
years). Also the background of the establishment was identi ed (another
company, bankruptcy of another company, MBO – management buy art,
research project and so on). The semi-structured questionnaire also
included questions of international operations (operation modes used,
countries entered and so on) in the beginning phase of rm existence ( rst
six years) and currently.

RESULTS

Survey: International Experience and Speed of Internationalization

The analysis of survey data is focused on the link between international
experience and speed of internationalization variables as well as the
motives behind the internationalization initiation. The distribution of

rms with regard to experience of di erent types is shown in Table 10.4. All
these experiences were gained before the current rm had started inter-
national operations. As can be seen from the table, in a large proportion of
the rms there is actually no international studying experience or work
experience in foreign companies, a fact that weakens the usability of
these variables in further analysis. With the subjective measures, on average
the respondents rated the level of management’s international experience
in the rm as 3.45, of education 3.66 and of language skills 3.67 (on a scale
of 1 extremely low to 5 extremely high).

The mean values, standard deviations, range and medians of the inter-
national experience, internationalization motive and speed of internation-
alization variables are shown in Table 10.5. The correlations between
(hypothesis 1) seven experience measures and two internationalization
speed measures and (hypothesis 2) seven experience measures and one
measure of the impact of experience as a motive impacting upon the deci-
sion to initiate international operations are shown in Table 10.7.
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When measuring the link between (hypothesis 1) earlier international
experience of managers and speed of internationalization, the following
results were found. The higher share of foreign sales three years after foun-
dation correlated signi cantly and positively with managers’ experience in
international work in a domestic company as well as the respondents’
evaluation of their rm’s managers’ international experience level. This

nding suggests that companies having management team members with
prior experience of this type are likely to have a higher share of foreign sales
soon after establishment. As expected, signi cant negative correlation
could be found with international experience and years from rm estab-
lishment to three foreign entries. Speci cally, the age at third foreign entry
was lower among companies having managers with experience of studying
abroad, and international work in a domestic company and a foreign
company. Correlations with other experience measures and age at entry
were negative but not at the signi cant level. The correlations with inter-
national experience of studying and living abroad and of working in a
foreign rm must however be interpreted with the fact that the experience
of these types were less evenly distributed as they were rather low in all the
sample rms. Thus, overall partial support for hypothesis 1 was obtained.

In addition to the above measures, this study uses subjective measures
of the impact of 13 di erent rm and environment-related factors on
internationalization initiation motives. The means, standard deviations,
range and medians of the measures are shown in Table 10.6 and correla-
tions between the 13 measures of the motives behind the decision to ini-
tiate international operations and two internationalization speed
measures in Table 10.8. The mean value for the impact of international
experience of the management on the rm’s decision to start operating
internationally was 3.02 (on a scale of 1 extremely minor impact to
5 extremely major impact). The manager’s own evaluation of the

240 Managing complexity and change in SMEs

Table 10.4 The distribution of previous international experience variables

in sample firms (n 211)

Variable None of the One of the Many of the Missing
managers managers managers

Int’l living 55.90% 24.60% 12.30% 7.10%
Int’l studying 69.20% 15.20% 8.10% 7.60%
Int’l work in 35.10% 28% 29.50% 7.60%

domestic firm
Int’l work in 72.50% 10.40% 9.50% 7.60%

foreign firm
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impact of management’s international experience on the decision to start
operating internationally correlated positively and signi cantly with all
the variables measuring the amount of international experience of
management (hypothesis 2). Thus, the ndings give strong support for
hypothesis 2. Three experience variables (studying experience, subjective
evaluation of management international experience and language skills)
correlated positively and signi cantly with the management international
interest as a stimulus for internationalization. Five variables (living expe-
rience, international work in domestic rms, and subjective evaluation of
management international experience, education level, and language
skills) correlated positively and signi cantly with the internationalization
stimulus of the management having never considered its home market as
the only market.

244 Managing complexity and change in SMEs

Table 10.8 Pearson correlations of the internationalization motive and

internationalization speed variables

Variable 1 2 3 4 5

1. Int’lization of customer 1
2. Int’lization of competitors 0.381(**) 1
3. Success of competitors in 0.181(*) 0.747(**) 1

int’l markets
4. Mgm interest in int’lization 0.034 0.13 0.189(*) 1
5. Mgm int’l experience 0.098 0.134 0.115 0.238(**) 1
6. Competitive foreign sub- 0.227(**) 0.268(**) 0.252(**) 0.1 0.122

contractors
7. Inadequate demand in the home 0.03 0.129 0.124 0.221(**) 0.205(**)

market
8. Increasing competition in 0.084 0.259(**) 0.329(**) 0.181(*) 0.075

the home market
9. Foreign enquiry 0.002 0.099 0.106 0.147(*) 0.062

10. Lack of sub-contractors in 0.236(**) 0.253(**) 0.214(**) 0.163(*) 0.062
the home market

11. The firm has never considered its 0.033 0.088 0.056 0.190(**) 0.322(**)
home market as the only market

12. Export subsidies 0.021 0.122 0.132 0.253(**) 0.031
13. Contact from the chamber of 0.004 0.285(**) 0.267(**) 0.266(**) 0.079

commerce or related 
organization

14. Share of foreign sales 3 years 0.106 0.118 0.162(*) 0.018 0.218(**)
after foundation

15. Firm age 3rd foreign market 0.198(*) 0.03 0.118 0.002 0.16
entry

Notes:
** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).



164  

The evaluated impact also correlated positively with the actual share of
foreign sales three years after foundation (hypothesis 3). The correlation
with age at third entry was negative as expected, but weaker. This nding
gives partial support for hypothesis 3. Other signi cant correlations could
be found with the share of foreign sales three years after foundation and
three other stimuli: success of competitors in international markets, inad-
equate demand in the home market, and the fact that rm had never con-
sidered its home market as the only market. The age at third foreign entry
seemed to correlate negatively at a signi cant level with inadequate demand
in the home market and rm never having considered its home market as
the only market. Surprisingly, a signi cant positive correlation was found
with the age at entry and internationalization of customers as a stimulus
for internationalization.

Hypothesis 4 was employed to further research the role of individual-level
experience in explaining the di erences between the initial internationaliza-
tion behaviour of new ventures. Thus, the possible di erences in the mean

Internationalization of new ventures 245

6 7 8 9 10 11 12 13 14 15

1

0.083 1

0.167(*) 0.302(**) 1

0.096 0.045 0.113 1
0.557(**) 0.023 0.111 0.045 1

0.066 0.251(**) 0.186(*) 0.119 0.005 1

0.161(*) 0.165(*) 0.057 0.087 0.115 0.162(*) 1
0.224(**) 0.133 0.254(**) 0.168(*) 0.236(**) 0.02 0.488(**) 1

0.071 0.242(**) 0.079 0.019 0.084 0.429(**) 0.063 0.034 1

0.023 0.264(**) 0.031 0.007 0.06 .314(**) 0.077 0.04 0.529(**) 1
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values of decision-makers’ prior experience between international, geo-
graphically-focused, marginally but geographically widely exporting and
local types of new ventures (see classi cation in the methodology section)
were tested using one-way analysis of variance. The results of the analyses
are shown in the Table 10.9. In four of the experience measures – interna-
tional work experience in domestic rm, international work experience in
foreign rm, level of language skills, and impact of international experience
on the decision to start operating internationally – the highest mean values
were found in group 4, that is, the rms that had at least 25 per cent of initial
export share and had sales operations in at least three foreign countries three
years after foundation. Comparing the groups, the mean values in three of
the variables – living experience abroad, the level of manager’s international
experience as evaluated by the CEO or international sales manager and level
of education as evaluated by the CEO or international sales manager – were
highest in the third group of new ventures, that is, those that had an initial
export share over 25 per cent but were more than three years old when enter-
ing the third foreign market with sales. In one variable, the studying experi-
ence abroad, the highest mean value was found in group 2.

Signi cant group di erences were found in three variables – international
working experience of the entrepreneur and managers in a domestic rm,
international working experience in foreign rms, and level of international
experience as evaluated by the CEO or international sales manager –
whereas in the variable measuring the level of language skills as evaluated
by the CEO or international sales manager nearly signi cant di erences
between the group mean values were found (p 0.108). Using the
Bonferroni test to investigate further the group di erences, only two
signi cant results were found however. First, the international work experi-
ence in domestic rms of group 4 was signi cantly higher than in group 1.
Second, the evaluated level of language skills of group 4 was signi cantly
higher to that of group 2. In the variable of international work experience
in a foreign rm, a nearly signi cant di erence in the expected direction
was found between groups 1 and 4 (p 0.120). Thus, hypothesis 4 received
partial support in the analysis. The uneven distribution of variables of
studying experience and working in foreign rms, however, has to be noted
when interpreting the results.

Case Study: International Experience and Internationalization Decisions

The function of the case studies is to give more information on the link
between experience and internationalization decisions concerning entry
mode commitment and market selection strategies. In the case study rms,
variety with regard to prior international experience of focal actors could

Internationalization of new ventures 247
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be identi ed. In all cases there existed earlier experience from working on
international assignments at home or abroad, from studying abroad or in
some cases from the research eld at international level, but this experience
varied signi cantly with regard to duration and number of persons having
the experience. The case study results suggest a link between previous
international experience of management and degree of internationaliza-
tion, especially with entry mode commitment but also with market strategy
of the current venture. Higher international coordination of operations
(such as purchasing, sales, R&D cooperation, marketing cooperation and

nancing) soon after establishment was met with rms having decision-
makers with higher previous international experience. Two of the most
globalized companies – as determined by internationalization level of
di erent business operations as well as number and breadth of countries
with international operations – were characterized by extremely high
previous international experience of the TMT. Three other companies
characterized by high previous experience of the decision-makers were also
coordinating the majority of operations internationally, but instead con-
centrating on fewer countries. Results on companies that were character-
ized by moderate or low international experience by the entrepreneur and
TMT support this conclusion. Three companies had managers with less
previous international experience as compared to other cases. The inter-
national operations of these three rms were mainly restricted to export-
ing, except for some R&D and marketing cooperation with customers and
distributors and marginal purchasing from abroad by one company.
Regarding market strategies in the beginning, one of the three companies
gained 75 per cent of exports from three markets, while the two other com-
panies were less geographically concentrated.

In terms of industry-related experience, the previous industry experience
and the contacts of the founders and early management team established
during this experience were high in three rms and extremely high in four
of the rms. In the eighth case company the founder had worked in the
same eld, but only for a shorter period. In half of the cases, the back-
ground of foundation was linked to change in another company (such as
bankruptcy or sell-o of a business unit).

Direct links between international experience and more speci c inter-
nationalization behaviours and decisions are further illustrated with rm
D (see Table 10.3). This rm is one of the two most globalized compa-
nies. Firm D is regarded as appropriate for further discussion, since it can
in all respects most strongly be de ned as an INV. First, the company is
presented in terms of its international development, after which the
impact of the international experience on market entry strategies is
discussed.

248 Managing complexity and change in SMEs
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Firm D is operating in the electrotechnical industry and manufacturing
frequency converters. The rst two years after establishment in 1993 were
dedicated to product development. The rst foreign distributor contract
was already established before the product launch in 1994 at an inter-
national exhibition, followed by establishment of many more distributor
contracts, subsidiaries (joint and wholly-owned) and a brand label contract
in the next year. The share of exports reached 80 per cent three years after
foundation. In 2002 the company’s products were sold to over 100 coun-
tries. About 67 per cent of the sales are to Europe, 18 per cent to North
America and 12 per cent to Australia and Asia. The main market is the
USA, accounting for a quarter of exports. The company aims at increasing
its presence in South-East Asia, the Middle East, Eastern Europe, South
America and Africa. Also, supply and R&D have from the beginning been
conducted with worldwide partners, and capital is raised from investors
outside Finland. Since 2000, rm D has been a public company.

The company was established in 1993 by former managers and employ-
ees of a multinational corporation (MNC), which decided to move its divi-
sion to another location. The core people wanted to continue in the old
location and were encouraged by the positive prospects due to their
advanced technological knowledge, international experience in doing busi-
ness in the eld, and the advantages of smaller organization. The success
of rm D is strongly linked to the background of the foundation and man-
agement team having vast international-level industry experience and
thereby contacts to customers, suppliers, nanciers and other parties. In the
beginning the TMT consisted of three experienced persons: the CEO had
worked as a top manager and R&D manager of the frequency converter
division of the MNC, the executive vice-president was experienced in many
manager positions in di erent divisions of the MNC (being responsible for
sales, purchasing and material operations), and the third person had
worked as a business controller of the MNC, and also gained international
education experience through an MBA degree. The persons joining the
TMT in the following years added to the stock of international industry
experience as well as experience in other internationally operating com-
panies. The international dimension of business was also familiar to many
of the rm’s employees, having high experience of international assign-
ments in domestic and foreign companies as well as of studying abroad.

Together with inadequate domestic demand and international orienta-
tion, the international experience of the founder managers was an import-
ant internationalization trigger for the rm. The TMT members’ former
assignment in the multinational company in the same eld resulted in
important knowledge and familiarity of the international business in the

eld. In later phases, in addition to TMT-level experience, the rm
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also bene ted from the employees’ earlier international experience and the
company’s own expatriates, especially in the form of foreign market and
industry knowledge. The foreign sales were initiated in 1995 in Sweden,
Germany, Austria, the UK and Spain. The rst foreign markets were
selected primarily on the basis of managers’ established contacts and facili-
tated by the managers’ reputation in the midst of the distributors and
customers with whom they had become acquainted during former assign-
ments. As a small company, it was crucial that the managers were known
from the earlier assignments. The prior experience also impacted on the
entry modes employed in the beginning. In the rst country the sales were
through the distributor, in the second country through the rm’s own sales
subsidiary and in the third country through brand label contract. All these
entries were linked to a relationship that was established prior to the current
venture and thus to previous assignments in the eld. One of the main
markets of rm D today is the USA. Originally the company had decided
not to enter this market as it was regarded as too resource-demanding for
a small company. However, following the local interest for the rm’s tech-
nology, the company signed brand label contracts with large MNCs in the
market. Through these arrangements the rm could lower the resource
requirements and risk of doing business in this large, distant country.
Going behind the contracts again raises the earlier experience of the deci-
sion-makers – the contracts were largely facilitated by the strong personal
relationships that the managers had gained based on previous experience
with persons in these MNCs.

In summary, these case studies suggest a relationship between inter-
national experience and decision-making concerning entry modes and
market selection. Whether the international experience is from the same or
another eld of industry seems to be decisive.

CONCLUSIONS

The aim of this chapter was to research the link between the international
experience of the entrepreneur and TMT, and the internationalization of
new ventures. The experience was approached as a possible mediator of
INV development through in uence on speci c decisions that might
explain these rms’ development and the consequent internationalization
degree. After reviewing previous ndings on this issue, the research gap
was identi ed and two areas in need of further empirical research were
presented. This chapter presents ndings for the rst area, that is, the direct
impact of international experience of the entrepreneur and TMT on
internationalization motives and degree (speed of internationalization,
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entry mode commitment and market selection). The empirical ndings are
based on survey data of 211 exporting Finnish SMEs established in 1985
or after, and a qualitative case study of eight Finnish-based INVs. Four
hypotheses of the links were developed for the empirical research and
tested with methods of correlational analysis and ANOVA (together with
the Bonferroni test), followed by further elaboration of the results of the
case study.

To test the three rst hypotheses concerning the relationship between
experience and internationalization, two-tailed correlations were made.
Except for one of the seven variables, all the experience types were related
to speed of internationalization in the expected direction and the results
reveal many signi cant relationships between experience and internation-
alization. Especially, prior experience in international work in domestic

rms is related to faster internationalization in the beginning phase of the
new venture, that is, in terms of market entries and export share. The higher
overall international experience level of the TMT is related to gaining a
higher share of sales from foreign markets soon after establishment.
Studying experience abroad as well as prior international work in foreign

rms is signi cantly related to rms’ faster entry into many countries. Thus,
these results give partial support to hypothesis 1.

Hypothesis 2 was concerned with relationships between the level of prior
international experience of the entrepreneur and TMT, and the importance
of this experience as a motive in the decision to start international oper-
ations. In new ventures having the entrepreneur and TMT characterized by
high experience as measured by all the seven variables, the decision to start
internationalization also seems to be more strongly a ected by this experi-
ence. Thus, the results support hypothesis 2. Finally, in hypothesis 3 a
positive relationship was expected between the importance of experience as
a motive for initiating international operations and the actual internation-
alization degree of the new venture. The decision to start to international-
ize with decision-maker experience as a strong motive indeed correlated
positively with speed of internationalization and signi cantly with obtain-
ing a higher share of foreign sales soon after establishment. Thus, partial
support for the third hypothesis was obtained.

To test the discriminating role of experience between highly internation-
alized new ventures and their counterparts, one-way analysis of variance
was performed. The highest experience values could be found in half of the
variables in group 4, that is, rms that can most be characterized as
international new ventures. Three experience types – living abroad, level of
overall international experience and education – were highest in group 3,
that is, rms that after three years of foundation gained over a quarter
of total sales from a few foreign countries. As a surprising nding,

Internationalization of new ventures 251



  asaensia  

international studying experience was highest in group 2. Further analyses,
however, suggest that, as compared to marginally exporting new ventures,
the international new ventures (group 4) have signi cantly higher scores
only on two types of experience: language skill level of the TMT and inter-
national working experience in domestic rms. Thus, only partial support
for hypothesis 4 was found in the survey sample.

As in the above tests only speed of internationalization was used as a
determinant of internationalization degree, the case studies were used to
give more information about the possible links between experience and
international market and entry strategies. In the case study rms di erent
management-related attributes were found to be important explanatory
factors for internationalization behaviour. International experience was
highest in rms especially characterized by the employment of several
di erent foreign operation modes soon after establishment, whereas in

rms with less experienced managers the international operating was
mainly restricted to exporting. In addition, industry experience gained
through prior assignments was important when looking at the interna-
tional development of the companies. This nding is in line with Siegel
et al. (1993) who found that the experience in a similar industry is a key dis-
criminator of high- and low-growth ventures. Thus, the case results support
the survey ndings concerning the mediating role of experience in decision-
making, and furthermore, they deepen the understanding of the link of
decision-maker experience to speci c foreign market entry operations and
related decisions.

When re ecting upon the ndings with regard to their theoretical impli-
cations, the following conclusions can be made. Overall the survey ndings
would suggest certain consequences of experience on decision-making
motives concerning internationalization as well as on the actual degree of
internationalization. The survey results indicate that the experience level in
itself is directly related to the degree of internationalization of the ventures.
They also reveal that in rms where the management has gained prior inter-
national experience, this capital has been used in decision-making con-
cerning the initiation of international operations of the current venture,
thus being an important motive behind internationalization. Going further,
the use of experience in decision-making is related to the higher degree of
internationalization of the venture. As compared to other factors in the
decision-making, from 11 factors only inadequate domestic demand
and the fact that the rm had never considered its home market as the
only market had stronger correlations than experience with the speed of
internationalization. The latter motive (view of the market) may indeed
be a consequence of the international experience and thus more inter-
nationally oriented managers running the rm, as is re ected by the
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signi cant positive correlation between ve experience-level measures and
this particular internationalization motive measure.

The link between experience level and internationalization speed is also
supported by some previous studies. However, as compared to previous
studies, the ndings of this study on the impact of experience on inter-
nationalization through internationalization motives and operational deci-
sions provide important new information for the theory and certainly also
call for more research about the indirect impacts of experience. In the INV
context Madsen and Servais (1997) for example emphasize the consequences
of past experience of new venture founders, for example on the lower per-
ceived uncertainty, increased market knowledge and thereby increased
market commitment of the rm’s operations. However, empirical researches
on the links between these issues published so far are few, and thus the case
study ndings reported here are also important for theory building.

The ndings also have managerial value, especially in the case of new ven-
tures with narrow globally spread markets. These types of cases are growing
in number in many high-tech or highly specialized low-tech industries. As an
example, the ndings are of use from the point of view of the managers
preparing nancing applications for the ventures and of nanciers evaluat-
ing them. It is general that in nancing decisions of new ventures the

nanciers emphasize the skills and background of the management (for
example McKinsey & Company, 1999). This study shows that when evaluat-
ing the success and growth possibilities of new ventures whose product
markets are spread globally over country borders, the critical management
experience is that related to international business and other international
activities. The nanciers should pay special attention to both the entrepre-
neur’s and TMT’s international experience level and its nature (especially
prior work experience, but also other experience types seem consequential).
As the ndings of this study indicate, international experience of di erent
types does have an e ect on the decision-making of the new venture as well
as on its actual international growth. Following this, the ndings of this
study may be of use when recruiting the management team of a new venture.
The di erent types of experience backgrounds of the possible managers are
to be appreciated if the new venture seeks rapid international growth.

Future Research

Although this study revealed many relationships between experience and
new venture behaviour, it also calls for deepening this knowledge: A
rather unexplored area is the mechanism behind experience in uences, that
is, how experience impacts behaviour before leading to a higher degree of
internationalization. This study revealed the indirect link of experience
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through decision-making motives used in behaviour, but more knowledge on
the in uence mechanisms of experience is needed. An important area of
future research will also be to seek understanding of the question as to why
the decision-maker’s experience does not always lead to certain consequences
in the rm behaviour. This is re ected by the many con icting results in
research. The previous research has usually been based on the assumption
that people having international experience have also been able to learn from
their experience with a similar intensity. However, the knowledge, skills and
expertise of people with similar types (and durations) of experience are likely
to vary and thus indicate di erent consequences on the new ventures that
these people manage later. Possibly, the experience may not lead to an
increase in relevant knowledge in the context of INV that the person is man-
aging, the experience and related expertise may not be utilized or the experi-
ence may lead to a decrease in interest towards internationalization. In the
context of new ventures, focusing on the level of expertise that the entrepre-
neurs and TMT have gained through experience could reveal more consis-
tent relationships between experience and internationalization than has been
achieved so far (see Reuber and Fischer, 1994). Related to this indirect link
of experience to internationalization (through knowledge, skills and exper-
tise), the areas of expertise relevant for internationalization of a (new)
venture need to be identi ed (see Athanassiou and Nigh, 2002) as well as the
factors that impact upon the expertise that one gains through experiences
and the utilization of this expertise when managing the new venture.

The issue of experience is also closely linked to relationships and net-
works and their social capital. Firstly, the networks that are spread over
country borders increase the international experience of the decision-
makers involved in the network. Second, the networks are important means
of di usion of the experience-based knowledge across persons and compa-
nies. Third, the experience is often in the form of business networks, that is,
business contacts formed in the previous assignments which may be
signi cant factors in explaining for example the market and entry mode
choices and the rapid establishment of regular sales abroad. According to
Riddle and Gillespie (2003), the founders of new ventures in the Turkish
clothing export industry ‘seem to be aware of the importance of employing
all of the social contact resources (such as friends and relatives) they have at
their disposal, particularly when seeking information about technological
innovations and buyers’ (p. 112). Likewise, the business contacts held by the
founder and TMT may have a crucial a ect. The personal relations may act
as an impulse and rst contact to new international business, and also
strengthen and broaden it (Halinen-Kaila and Salmi, 2001). Going further,
in several studies it is also mentioned that the managers of INVs can be
characterized by strong international orientation or global mindset. Earlier
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ndings suggest that the managers of INVs or born-global rms typically
are growth-oriented, tend to have strong international vision, emphasize a
proactive approach and high commitment to international markets, are
responsive to customers’ needs, and possess high competence in conducting
international marketing activities (for example Rennie, 1993; Oviatt and
McDougall, 1995; Knight, 1997; Nummela et al., 2002). Researching the
link between experience and international orientation could produce impor-
tant results (more speci cally, whether there exists a positive impact of inter-
national experience on the level of international orientation).

This study revealed the role of many internal and external motives in ini-
tiating international operations and also revealed that, except for inad-
equate demand, the external motives were less important than the internal
(decision-maker experience and interest) motives. However, the industry
nature as well as situational factors in venture internationalization (such as
internationalization of the customer) deserve more attention in the future.
The small sample size, and especially the small number of INVs in this
study, did not allow di erentiation between service and manufacturing

rms or limiting the research to one industry.
Finally, as was noted in this study, experience has been measured

di erently in previous research, and more comprehensive measures and
multidimensional research of the relationships are needed.
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