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the development of such firms could be understood by emphasizing the contingent na-
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1 INTRODUCTION

It has been pointed out in various forums that firms are internationalizing ever
younger and faster. In fact, firms that internationalize early have attracted increas-
ing interest among academics (McDougall 1989) as well as in the popular busi-
ness press (Mamis 1989) since the late 1980s and the trend towards early interna-
tionalization has been witnessed globally in different types of economies (Knight
& Cavusgil 2005; Rialp, Rialp & Knight 2005). The phenomenon of early inter-
nationalization has been regarded as especially important in small countries,
where firms are seen to have many incentives and pressure to internationalize
soon after establishment, such as the small size of the home market (see Fan &
Phan 2007; Lopez, Kundu & Ciravegna 2009). For firms from such countries, the
knowledge of the requirements and challenges of early internationalization and of
the subsequent international development becomes crucial. Even more so, be-
cause early internationalizing firms are likely to face the liabilities of newness,
smallness and foreignness (Zahra 2005), all of which make the research on their
development an especially relevant topic.

Indeed, the proportion of early internationalizing ventures among Finnish firms
has increased significantly. While according to a survey conducted in 2001, about
20 per cent of Finnish export firms gained over a quarter of their sales from
abroad within three years from inception (Larimo & Pulkkinen 2002a), the per-
centage had risen to 40 per cent by 2011 (Gabrielsson, Gabrielsson, Hallbidck &
Sepulveda 2011). The increase of early internationalizing firms can be seen as a
positive sign given that, as in many small countries, foreign trade is extremely
important for Finland’s well-being and the fostering of growth entrepreneurship
and internationalization of firms are central objectives of the government’s eco-
nomic policy (Programme of the Finnish Government 22.6.2011). In general, the-
se firms have been associated with not only early and rapid internationalization,
but also high growth and competitiveness (Autio, Sapienza & Almeida 2000;
Rennie 1993). Their significant contributions to the creation of new jobs, adding
to the GDP and improving international trade balances makes them very im-
portant to Finland’s economy.

Such firms are increasingly being focused on by both government support organi-
zations and public and private financiers and investors, as demonstrated by the
support programmes tailored for what is termed the born global firm. However, if
government organs and investors are to be able to relate to them appropriately, a
more holistic understanding of early internationalizing firms will be important. As
an example, the forms of support required by early internationalizing firms are
likely to be significantly different from those required by firms that international-
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ize later and in a slower manner (e.g. Bell, McNaughton, Young & Crick 2003).
In fact, research has identified significant gaps and deficiencies in the support
mechanisms currently targeted at these firms in Finland (Sepulveda, Gabrielsson,
Gabrielsson & Hallbdck 2011). This certainly reflects an inadequate understand-
ing of these firms and a need for further research.

Early internationalizing firms have many names such as international new ven-
tures (McDougall 1989), born globals (Rennie 1993), global start-ups (Oviatt &
McDougall 1995), infant multinationals (Lindqvist 1991), and instant internation-
als (Fillis 2001; Litvak 1990; McAuley 1999). The richness of the terminology
adopted to refer to this phenomenon clearly reflects its importance. Early interna-
tionalizing firms are hereafter termed international new ventures (INVs). In their
seminal work on these firms, Oviatt and McDougall defined an INV as “a busi-
ness organization that, from inception, seeks to derive significant competitive
advantage from the use of resources and the sale of outputs in multiple countries”
(1994: 49). This definition has perhaps been most widely used in the research on
early internationalizing firms and it is also adopted as a definition in this thesis.
There are several avenues for researchers to contribute to in the understanding of
these firms; this study identifies and addresses four substantive research gaps as
detailed in the following section.

1.1  Positioning the study and identifying research gaps

This study seeks to examine the phenomenon of early internationalization and
INVs by looking at the phenomenon from selected viewpoints taken at the inter-
face between entrepreneurship, international business and marketing. Research on
early internationalization and INVs laid a foundation for the emergence of a re-
search field called international entrepreneurship (IE) (Jones, Coviello & Tang
2011; Zahra 2005). The thesis can first and foremost be positioned as one con-
tributing to that field. IE has been described as occupying an intersection of the
entrepreneurship and international business fields (Dana, Etemad & Wright 1999;
McDougall & Oviatt 2000) and therefore these two background research fields
are important foundations of this study as well. Entrepreneurship has been as-
signed different meanings and roles in the IE research, but three concepts appear-
ing in entrepreneurship theory — entrepreneurial orientation (Miller 1983; Covin
& Slevin 1989; Lumpkin & Dess 1996), opportunities and value creation — have
all been discussed in IE research. This becomes apparent also in the many defini-
tions of IE, which draw on these concepts (see Section 2.2). From the internation-
al business research field especially the internationalization theories have been of
interest to IE researchers (Chetty & Campbell-Hunt 2004; Jones et al. 2011).



Acta Wasaensia 3

IE research is at a nascent stage, which is reflected for example by the fact that
the research is phenomenally based and there are constantly new concepts, ele-
ments and issues arising that the researchers identifying them posit to be im-
portant for the development of IE theory (see e.g. Jones et al. 2011). It is easy to
agree with many reviews provided over the years that the research in the field is
fragmented and inconsistent and is just taking its first steps to unify the theory
and paradigms (Zahra 2005). The field can be seen to reside in what Dumont and
Wilson (1967: 987) call the “theory sketch” stage; it is characterized by a vague
comprehension of “laws and initial conditions considered as relevant, and it needs
‘filling out’ in order to turn into a full-fledged explanation [theory]”, and the way
to do so, they suggest, is through further empirical research. Challenges are posed
to the theoretical and methodological convergence of the IE field by suggesting
that IE research is not merely an integration of international business and entre-
preneurship, but of many more fields such as strategy, sociology, marketing, fi-
nance, knowledge management and economics (Jones et al. 2011).

Later this chapter discusses how INV research is assumed to benefit from build-
ing on the marketing research field in its theory development because researchers
have so far largely ignored this aspect (see field reviews by e.g. Jones et al. 2011,
Styles & Seymour 2006). The definitions of IE (such as those provided by
McDougall & Oviatt 1997; 2000 and Oviatt & McDougall 2005a) have many
components that overlap with those in marketing research. Specifically, value
creation, market opportunity and innovativeness are central concepts both in IE
and the marketing tradition. Thus bringing a marketing aspect to the core of the
analysis is likely to support the development of INV and IE theory. In addition to
the entrepreneurship/international business interface, adoption of the entrepre-
neurship/marketing interface in particular is seen as a fruitful step in order to ad-
vance INV and IE research (Fillis 2007). Thus, owing to the multidisciplinary
nature of the phenomenon, the study draws on more than one research area in
order to develop the understanding of INVs and contribute to the theory of IE.
These research areas are, in order of preference: international entrepreneurship,
international business, entrepreneurship and marketing. The positioning of the
study is presented in Figure 1. While drawing on these research fields, this thesis
concerns itself especially with strategic decision-making and takes a strategic
approach to entrepreneurship (Hitt et al. 2002), marketing (Varadarajan 2010) and
internationalization (Melin 1992).
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International business %}%/}%//}/%

International
Entrepreneurship

Marketing
Entreprencurship

Figure 1.  Positioning of the study

In the research on INVs certain research gaps can be identified by looking at the
standpoints and premises underlying previous studies. In this thesis it is argued
that at the same time as earlier research on INVs is very fragmented in terms of
areas being studied, it is also loaded with some presumptions exerting influence
over these different studies. The further development of INV research, and there-
by of IE theory, could be enhanced by challenging such prevailing premises about
the phenomenon of INVs. These premises are discussed next.

Premise I — INVs evolve in a manner that is inconsistent with the internationaliza-
tion process theories. The extant literature on INVs still suffers from a lack of
knowledge about how INVs evolve. Rather than tracking the evolution of these
firms, the majority of the INV research has focused on the founding and early
phase development of INVs (Zahra 2005). With the exception of a few partially-
deviant views (Chetty & Campbell-Hunt 2004), this has triggered a latent consen-
sus that INVs follow an internationalization path that does not accord, but rather
contrasts, with stepwise pattern and process theories of internationalization. In the
literature two such theories, labelled the traditional models of internationalization
have so far dominated: the Uppsala model (Johanson & Vahlne 1977; Johanson &
Wiedersheim-Paul 1975) and the Innovation model (Cavusgil 1980). However,
the INV literature has mostly compared and contrasted early internationalizing
firms with the Uppsala model (Chetty & Campbell-Hunt 2004). These so-called
traditional theories assume a gradual development path that evolves in stages,
both in terms of the commitment of resources to the operations abroad and in
terms of foreign market selection. The researchers focusing on early international-
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izing firms describe INVs in a manner which emphasizes radical, rather than in-
cremental internationalization. In these descriptions the stages are absent.

According to internationalization process theories such as the Uppsala model, the
stepwise pattern is specifically related to accumulation of knowledge through
previous experience. Internationalization increases knowledge through experien-
tial learning, affecting the subsequent involvement decisions in international op-
erations (Johanson & Vahlne 1977). While many studies of INVs criticize the
extant internationalization theories for failing to explain INVs (e.g. Knight & Ca-
vusgil 1996; McDougall, Shane & Oviatt 1994; Moen & Servais 2002), under-
standing the role of international experience in INVs would give more arguments
— or counter arguments — for these criticisms (Madsen & Servais 1997) as well as
shed light on the theoretical foundations and future development of IE field. This
is in line with the citation below. In a more recent review of INVs research, espe-
cially the need to understand further the role of entrepreneur and top management
experience in the development of INVs was emphasized (Zahra 2005).

If entrepreneurs generally have more foreign market experience than in ear-
lier periods of history, as some scholars believe (Hedlund/ Kvaerneland
1985), and if increased experience is the predominant explanation of accel-
erated moves into foreign markets, the Uppsala model is reinforced. If the
basis of explanation is otherwise, the need for new formulations of interna-
tional process theory is reinforced (Oviatt & McDougall 1997: 96).

Premise Il — INVs are a distinct group of firms that share an internationalization
pattern depicted by rapid parallel entries into multiple countries from inception.
The fact that the early focus of INV research was criticism of existing interna-
tionalization theories has also prompted researchers to form their comprehension
of INVs especially in terms of the consistency (as opposed to the variety) in them.
Researchers have tended to look for power and to strengthen the arguments for
their critiques of existing internationalization process theories by demonstrating
INVs as a group of firms distinctive from traditionally internationalizing, larger
and mature firms as well as from domestic firms (e.g. McDougall 1989; Moen &
Servais 2002). This has spurred the emphasis that INVs share an internationaliza-
tion path that is identifiable by early entry and the rapidity of the internationaliza-
tion. Indeed, the body of knowledge on the differences between INVs and their
more traditional counterparts is documented empirically rather well. At the same
time researchers have largely ignored to study the internationalization paths, ante-
cedents, characteristics or strategies within different types of INVs. This is sur-
prising since the seminal work in this field (Oviatt & McDougall 1994) distin-
guishes four INV types. This gap in the literature is also very clearly presented in
the following quote.
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While considerable attention has been given to other parts of Oviatt and
McDougall’s (1994) arguments, less attention has been devoted to the four
INV types they identified. Thus, we do not know a great deal about the prev-
alence of INVs under different combinations of industry, market, firm and
entrepreneur-related conditions. Knowing the prevalence of these firms can
be useful in predicting which types of INV are created under which condi-
tions and in tracking the changes that occur in INVs over time, which offers
a foundation for understanding the differences in their financial perfor-
mance. This is a gap in the literature in this area, one that requires further
research (Zahra 2005: 23).

Related to the above, the research on early internationalizing firms has also been
imbalanced in another way. In both theoretical and empirical studies the focus is
somewhat biased towards firms resembling the global start-up type of INVs in-
troduced by Oviatt and McDougall (1994) and even more prevalent is the re-
search on the born globals (Jones et al. 2011). Research pieces categorized as
studies of INVs are — in terms of the empirical data that has been used — often
actually investigations of global start-ups (Coviello 2006). There is only a limited
collection of studies that explicitly focus on different types of INVs. Thus, what
the researchers do not yet know well is the variety in these firms.

First, many venture types are relevant in IE. Starting with the INV concept,
we re-iterate that it is important to recognize that the global start-up is only
one form of INV, and the INV is not necessarily a BG [born global]... A first
step might be [---] to develop a richer typology and understanding of ven-
ture types (Jones, Coviello & Tang 2011: 642).

Premise III — INVs can be described and understood by the entrepreneurial na-
ture of decision-making and strategic approaches. Another prevailing assump-
tion, or rather a starting point in the INV research, is the approach in which their
implicit and explicit characteristics, their actions and activities are described as
entrepreneurial (Zahra 2005; Knight & Cavusgil 2004). This is most clearly
demonstrated by the fact that international entrepreneurship, which is generally
thought of as the theoretical home of INVs, has by definition been conceptualized
as “a combination of innovative, proactive, and risk-seeking behavior that crosses
national borders and is intended to create value in organizations” (McDougall &
Oviatt 2000: 903). Although this definition goes beyond INVs, researchers have
often applied it when researching INVs and adopt such qualities as given features
for INVs. The INVs are especially described as proactive (Oviatt & McDougall
1994; Moen & Servais 2002). In previous research also innovativeness has been
argued as a central characteristic of or prerequisite for INVs (Knight & Cavusgil
2004). Nevertheless, the assumption that INVs are, or ought to be, entrepreneurial
deserves further justification and evidence if one is to build a holistic picture of
the phenomenon. The role of entrepreneurship in the subsequent development of



Acta Wasaensia 7

INVs after their early internationalization endeavours is not yet understood. Fur-
thermore, the entrepreneurial features might run counter to the propositions of
internationalization theories and thus challenge the integration of these two ap-
proaches (entrepreneurship and international business) to the IE theory.

Premise IV — The development of INVs is a product- and technology-centred pro-
cess where the growth and performance is conditional on innovative products and
technologies. The high-tech or technology-intensive fields have been described as
having a core role in initiating the trend towards early internationalization and
they are regarded as especially fertile ground for INVs (Mainela, Pernu & Puhak-
ka 2011). According to literature, INVs are characterized by technology-
intensive, highly specialized and innovative products (Chetty & Campbell-Hunt
2004), and explicitly as firms that rely on “cutting edge technology with the de-
velopment of unique product or process innovations” (Knight & Cavusgil 1996:
12). This notion suggests that INVs have been considered by previous research a
product- or technology-driven phenomenon, especially so, since research has fre-
quently described product and technology innovations as preconditions in the
emergence, development and performance of INVs (Kim et al. 2011). Further-
more, while the discussion of innovativeness in INVs, and of the empirical studies
in particular, have primarily referred to these two elements (e.g. Kim et al. 2011;
Knight & Cavusgil 2004; Gassmann & Keupp 2007), other aspects of how INVs
innovate and create value in marketing have been largely ignored. As an example,
although low-technology industries have been studied within the INV and IE lit-
erature (e.g. McAuley 1999), the issue of how these firms create value through
routes other than technology has been widely neglected. The approach taken in
the extant research is wanting.

In summary, there clearly exists a research gap in INV research which is reflected
by the above mentioned premises that have tended to guide much of the research
conducted so far. It is expected that the extant research would benefit from expos-
ing these premises to different viewpoints and contexts. The research should es-
pecially examine how the premises hold when they are approached by bringing
into question the consistency versus variety, stability versus dynamism, and gen-
erality versus contextuality of the phenomenon. Examination of consistency ver-
sus variety of the phenomenon is expected to unveil the possible differences be-
tween the internationalization patterns, decision-making and strategic approaches
in INVs and to offer a more multifaceted picture of the phenomenon. The stability
versus dynamism aspect helps to reveal what type of changes occur during the
growth of different types of INVs and hence responds to extant research’s call for
the knowledge about how INVs develop in the longer run. The examination of the
generalization versus contextualization aspects is needed to analyse the differ-
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ences further and to understand the influence mechanisms behind these differ-
ences and changes in the internationalization development patterns, decision-
making and strategic approaches of INVs. These three aspects foreground the
manifold and complex nature of the phenomenon, thereby bringing into question
the possible role of contingency or co-alignment theories (Venkatraman 1990),
which posit a match between a certain set of theoretical dimensions as critical to
their understanding, assuming for example that the nature and development of
organizations is likely to be situation-specific or contingent on the contextual fac-
tors. The contingency perspective has rarely been adopted in studies of the INV
phenomenon (Keupp & Gassman 2009).

1.2 The purpose and research questions of the study

Motivated by the research gaps discussed in the previous section, the current
study was commenced to identify what constitutes an international new venture
(INV), how such firms develop and what is the behaviour and decision-making
intrinsic to their development. The overall purpose of the study is to develop a
description and understanding of international new ventures as a research phe-
nomenon and to provide insights into how the development of such firms could be
understood by emphasizing the contingent nature of the phenomenon. The work
approaches that purpose by way of four research questions that represent different
perspectives selected for examination on the basis of the research gaps identified.
These perspectives are expected to shed light on the possible contingencies in the
development and behaviour of INVs and thereby to stimulate theory development
in the area of international entrepreneurship.

(1) What are the internationalization development patterns that are dis-
tinctive to INVs and serve their identification?

(i1) How does international experience relate to the internationalization
development of INVs?

(1i1) How are proactiveness and reactiveness associated with the interna-
tionalization development and strategic decision-making of INVs?

(iv) How does entrepreneurial marketing as a strategic approach relate to
the internationalization development of INVs?
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The study meets its overall purpose through: a) four articles which comprise the
core and main body of the thesis and which each aim to answer one or more of
the above research questions; b) integration of the findings of the articles to form
a rich description and holistic understanding of the phenomenon; and ¢) evalua-
tion of the value of the contingency approach to the understanding of the devel-
opment of INVs and to advancing the IE theory on the basis of the findings and
their integration. This research process is expected to contribute to the overall
purpose of the study (see Table 1).

Table 1. Composition of the thesis.
Article A Article B Article C Article D Conclusion
part (Ch. 5)
Research I, (1) I 11, IV L, I1, 1101, TV
premise(s)
primarily
addressed
Research 6] (ii) (iii) (iv) (1), (i),
question(s) (iii), (iv)
primarily
addressed
Theoretical E+IB+M IB+E IE+E+IB |IE+M+E+ |IE IB,E,M
scope / IB
interface™
Research Abductive Deductive + | Abductive Abductive Abductive
approach and Abductive
design
Multiple case | Survey + Conceptual Multiple case
study multiple case study
study

* JE=International entrepreneurship,

IB=International Business, E=Entrepreneurship, M=Marketing

The predominant focus of article A is to answer the first research question and set
the ground for the analysis of the phenomenon of INVs. By providing a descrip-
tion of the internationalization development of different types of INVs and illus-
trating the rationale behind the differences, the article provides an initial insight
into the later research questions, and so functions as a stepping stone for the anal-
ysis of the second, third and fourth research questions in the subsequent articles.
Article A is based on a multiple case study of INVs based in Finland. The second
research question is central to article B, where both a survey study of Finnish
firms operating internationally and a multiple case study of the same Finnish-
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based INVs as in article A are analysed. The focus in article B is on the interna-
tional experience as a characteristic of INV decision-makers and the management
team (Reuber & Fisher 1997; Reid 1981). Articles A and B provide an examina-
tion of premise I and II identified in the previous section.

Focusing on the proactiveness and reactiveness aspects in the internationalization
development and international entrepreneurship of INVs on the one hand (article
C) as well as on the entrepreneurial approach to marketing strategies in INVs on
the other (article D) provides an examination of premise III regarding the entre-
preneurial nature of the internationalization and strategic decision-making of
INVs. To answer the third research question, article C takes a viewpoint on proac-
tiveness and reactiveness. Proactiveness is one of the key elements associated
with entrepreneurial strategies whereas reactiveness has traditionally been viewed
as a non-entrepreneurial behaviour (Miller 1983; Covin & Slevin 1989), so the
two concepts are apt when examining premise III. They are considered a worthy
focus also because of the research gap on the two concepts in extant INV re-
search. Furthermore, investigating proactiveness and reactiveness serves as an
especially insightful ground for evaluating the integration of international busi-
ness and entrepreneurship into IE theory on a more general level. The third re-
search question is primarily approached through a conceptual study in article C;
however, articles A and D produce empirical findings on this research question as
well.

The fourth research question is focused on in article D by analysing entrepreneur-
ial marketing as a strategic marketing approach in INVs. It provides another ex-
amination of premise III. Entrepreneurial marketing encompasses the interplay
between entrepreneurship and marketing (Carson et al. 1995). The focus is laid on
innovativeness and adaptation as dimensions of entrepreneurial marketing in
INVs. The innovativeness has been viewed in the literature as the core dimension
of entrepreneurial marketing (Chaston 2000; Collinson & Shaw 2001; Morris,
Schindehutte & LaForge 2002), while adaptation to international markets (Ca-
vusgil, Zou & Naidu 1993; Theodosiou & Leonidou 2003) is argued to become an
important aspect for INVs facing the liability of foreignness (Zahra 2005). Inves-
tigating the innovativeness in INVs at the level of marketing strategy serves as a
vehicle to examine the premise IV as the analysis of innovativeness is extended
beyond products and/or technologies, namely to other aspects in the value crea-
tion. Furthermore, article D compares the development of the strategic marketing
approach between different types of INVs in terms of their growth phase. In so
doing, it also functions as another examination of premise II.
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To address the overall purpose of the thesis, the results of the articles are integrat-
ed, and followed by a discussion of the value of the contingency approach (Tosi
1990; Ginsberg & Venkatraman 1985) in understanding INVs and in advancing
IE theory. The areas examined in the articles are considered to highlight the pos-
sible contingency aspects in the INV phenomenon on a descriptive level through a
focus on contextual features of INV development, but also on the normative level
(in article D) through a discussion of strategic fit as a determinant of their market-
ing performance (Tosi & Carroll 1976; Venkatraman 1990). The value of this
research process is evaluated in light of the early stage research that is primarily
driven from the substantive domain, that is, the phenomenon of interest and that
proceeds to investigate this phenomenon predominantly via an empirical research
path (Brinberg & McGrath 1985).

In this thesis, the internationalization development of INVs is examined focusing
on the firm-level behaviour and decision-making. Internationalization may be
viewed and defined in different ways®. The concept of internationalization is here
approached by analysing the internationalization development in terms of the be-
haviour and decisions concerning areas such as international market and operation
strategies, the timing of international entry and speed of internationalization. The
concept of international experience is studied at the level of entrepreneur(s) and
top-management team (Reuber & Fisher 1997; Reid 1981), whereas other con-
cepts selected under focus in the research questions are approached by investigat-
ing them at a firm-level, and by focusing on strategic approaches and decision-
making. Thus, the proactiveness is examined at the level of the strategic ap-
proaches and decision-making of the firm (Lumpkin & Dess 1996; Ketchen, Hult
& Slater 2007), rather than as the characteristics of its individuals. The entrepre-
neurial marketing concept is viewed at a strategic level of the firm, rather than as
the organizational culture or as marketing tactics (Webster 1992; Morris et al.
2002).

The thesis follows a mainly abductive line of reasoning (see Table 1). The idea of
abduction can occupy the middle ground between deduction and induction and
involves going back and forth between theory and empirical observations. Some
scholars point out that no research can be described as purely deductive or induc-
tive, and that in practice, it is more beneficial to combine the two approaches

As an example, Welch & Luostarinen (1988: 36) define internationalization as “the process of
increasing involvement in international operations”. Andersen (1997) takes a more focused
standpoint and argues the decisions on market and operation modes to be central in the con-
cept of internationalization. See also Johanson & Vahlne (1977), Melin (1992), and Forsgren
(2002).
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(Saunders, Lewis & Thornhill 2009: 124-128). This has been said to be particu-
larly appropriate for studies that aim to develop theory through refinement and
extension, through new combinations of the empirical observations and concepts
derived from them and the existing theory (Dubois & Gadde 2002). Rather than
inventing totally new theories or solely testing existing ones, this study seeks to
develop theory by offering new insights regarding INVs and in that way to refine
and extend the current field of IE research. However, instead of being constantly
in the middle between deduction and induction, the research process varies to
some extent between the articles in terms of their leaning towards the deduction
or induction (see Jarvensivu & Tornroos 2010). As an example, article B adopts a
quantitative approach and seeks to test hypothesis, thereby consisting more of
deductive elements than articles A and D, which are based on a case study ap-
proach with only a loose a priori theoretical frame. These latter articles are more
purely abductive and article D in particular partly leans towards induction. Meth-
odologically the thesis employs a mixed method approach (Tashakkori & Teddlie
2003) through use of both case study and survey research.

1.3 The research process and structure of the study

The research process and structure of this study can be illustrated using the ap-
proach provided by Brinberg and McGrath (1985). In their discussion of validity
of the research process, the authors describe the research process in terms of five
basic concepts: domains, levels involved in each domain, three stages of research,
meanings of validity, and study paths of conducting the research in stage two
(Ibid: 16-28). Any research can be seen to involve three domains (aspects): a)
substantive (some content that is of interest), b) conceptual (some ideas that give
meaning to that content) and c) methodological (some techniques or procedures
that can be used to study those ideas and content). These domains receive differ-
ent emphasis depending on the interest of the research. One aspect usually works
as a starting point for the interaction between the three aspects. Furthermore, re-
search is characterized by three levels; an element level, a relations level, and a
systems level. Thus, any research can be described as an examination of relations
between units in a surrounding context in which they are embedded. These levels
acquire a different meaning in the three domains.

This thesis can be described in relation to these concepts as follows. Firstly, as
discussed in previous sections, the primary focus of this study is on the phenome-
non of early internationalization and INVs. Its primary interest is in real-world
events and entities rather than abstract representations (conceptualizations) or
techniques for gathering information (methodologies) of the phenomenon. The
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research approach thus deals primarily with the substantive domain. The other,
conceptual and methodological, domains are addressed in a secondary manner. In
relation to levels of research (see Bringberg & MacGrath 1985: 32-35), the ele-
ment level of this thesis comprises the states and actions of entities referred as
international new ventures. Those states and actions refer to the development of
INVs and the decision-making and strategic approach involved. The relations
level comprises the patterns and relations identified within the states and actions
of INVs, for example, the relation between internationalization development and
the international experience, or between internationalization development and
proactiveness of the INV. The embedding system level can be seen as the context
and situation (the contingencies), in which the INV development paths or strate-
gic decisions are embedded.

A complete research process involves three stages but any given piece of research
does not necessarily go through all these stages (Ibid). Research in the first stage
is preparatory in nature (comparable with a pre-study). It needs to precede the two
later stages in order to identify and structure the key focus areas of the study, that
is, to generate, identify and clarify the concepts, methods and substantive phe-
nomena. The second (central) stage of research then involves producing findings
by the identified combination of content, ideas and means. Finally, the third stage
in a research process is a follow-up stage that is required to give meaning to the
findings in a broader body of knowledge. That stage should therefore be dedicat-
ed to exploring the range and limits of the findings in relation to all three do-
mains. However, a piece of research may not advance to the third stage but in-
stead the findings suggest going back to the first stage and redefining the concepts
or techniques in the inquiry of a phenomenon, for example. Or in other words,
sometimes research in stage one “is actually the result of stage two research of the
past, that was thought to be especially definitive with respect to one of the do-
mains” (Bringberg & McGrath 1985: 18). This thesis as a whole can be described
as positioned in the first and second stage research. While the research design
comprises the first stage, the articles of the study proceed to the second stage; that
of actually conducting the study. The findings of the study are then interpreted in
terms of their value to the INV field and IE theory.

The central research (stage two) may be conducted in different ways depending
on how the domains are prioritized in the research (Ibid: 59—70). The experi-
mental path draws on conceptual and methodological domains in forming a study
design to be applied in the substantive domain of interest, such as in the phenom-
enon of INVs. The theoretical path combines elements and relations from concep-
tual and substantive domains to form a set of hypothesis to be tested through the
methodological domain. In the second stage of this research, the articles, the
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study mainly follows an empirical path in that it focuses on building a set of ob-
servations of INVs and explains them by interpreting them in terms of a set of
meaningful concepts. That is to say, the relations and elements of the substantive
domain are combined with the methodological domain and the findings achieved
are then described through the conceptual domain. However, theoretical path is
followed to some extent in article B, in that hypotheses are formed for the focal
problem within the INV phenomenon and then tested with survey data. Even in
this approach the substantive domain is predominant in that the hypotheses are
driven by the INV phenomenon, not theoretical concepts.

The articles in the second stage treat a multitude of concepts as meaningful in
order to provide tools for the research of IE, which is still in an early phase of
theory development. Thus, whereas this research in its substantive domain and
empirical path is likely to contribute to the research on INVs by offering both
scope and specificity, it is not yet possible, nor is it desirable, to achieve parsimo-
ny in the concepts and relations used to describe INV as a phenomenon. Finally,
the results of the articles will be integrated together in the fifth chapter, emphasiz-
ing their implications and the possible value of the contingency approach to future
INV and IE research moving towards the next stage of theory development. The
research process of this thesis is further clarified in Figure 2 below.

Stage 1 Stage 2

Ch. 1
Identification of research gaps :
and clarification of research Article A
questions in the area of INVs el aaiih
(substantive domain) (empirical path)
J Article B
Ch.1+Ch.2 (theoretical path)
Selection of research .
perspectives and concepts Article C
(conceptual domain) et aspety)
.

Ch.3 Article D

Selection of research strategy (empirical path)
and methods
(methodological domain)

Ch. 5
Integration
and

conclusion

Ch 4 Summary of the articles

Validity as fit

Validity as value

Figure 2.  Research process and structure of the thesis.
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The above approach by Brinberg and McGrath (1985) is the basis of evaluating
the value of this research to INV research and IE theory. According to Brinberg
and McGrath (1985) the validity of research has different meanings depending on
which stage of the research process it is carried out in. The judgment of the validi-
ty of this thesis as a research process (as well as of the INV research in general)
should be established in terms of the criteria that are appropriate for a relatively
young research field and that is characterized by stage one and stage two research
(see Section 5.4).

The validity of research in stage one takes the meaning of value or worth. It is
evaluated by the importance and usefulness of the research. In the substantive
domain such value is based on the cost/benefit aspects and feasibility of the re-
search, such as the contribution of this INV research to society, public policy and
managerial decision-making. However, specifying the features of research in the
substantive domain and determining the criteria for establishing the validity of
such research is challenging, as “it tends to slip away, either into methodological
or into conceptual matters” (Brinberg & McGrath 1985:50). This is because the
research in this domain is almost inevitably discussed through conceptualizations
and field observations. Thus, the value of the research is also assessed based on
the theoretical (conceptual) and methodological importance of the study. In the
second stage of research, the central criterion for validity is the fit between how
the domain of key interest is combined with the other two domains when produc-
ing empirical observations and findings. In the substantive domain, this can be
understood as how the concepts and methods chosen correspond to the relations
that are in focus in the phenomenon of interest. In this thesis, the fit refers, for
example, to how the chosen concepts and methods match the research question on
the relation between internationalization and experience in INVs.
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2 THEORETICAL CONTEXT

2.1  The concept of international new ventures

The concept of international new ventures relates first and foremost to the early
internationalization of firms. The first notions of early internationalization mainly
referred to exceptions in international development among firms with for example
high-tech, narrow niche or differentiation focus (Hedlund & Kverneland 1985;
Bonaccorsi 1992). In their empirical enquiry Jolly, Alahuhta and Jeannet (1992)
reported how four high-technology start-ups leapfrogged the stages that were tra-
ditionally associated with the international development of firms. The overall re-
duction of the time-lag from the start-up of a firm to the start of export activity
was clearly evidenced among Danish SMEs in the late 1980s (Christensen 1991).
However, the research on early internationalization and INVs has been conducted
more intensively since the mid-1990s. The seminal work by Oviatt and McDou-
gall in 1994 gave rise to a volume of research focusing on early internationaliza-
tion of firms and finally a foundation for the IE as a research field (Zahra 2005).

As mentioned in the previous chapter, different concepts have been applied to
early internationalization (see Table 2). Terms such as global start-ups (Mamis
1989; Oviatt & McDougall 1995), infant multinationals (Lindqvist 1991) and
instant internationals (Litvak 1990; Preece, Miles & Baetz 1999; McAuley 1999;
Fillis 2001) have been offered. Two concepts — international new ventures and
born globals — were introduced in the late 1980s and beginning of 1990s respec-
tively, and have perhaps been the most widely adopted in subsequent research
(Svensson & Payan 2009). The concept of the international new venture was
coined by McDougall (1989) in an article comparing these firms with domestic
new ventures. The concept was further developed by Oviatt and McDougall
(1994), who introduced a theory of international new ventures which differentiat-
ed four types of INVs, namely export/import start-ups, multinational traders, geo-
graphically focused start-ups and global start-ups. The distinction between these
four types was based on two categories; the geographic scope of business in terms
of number of countries and the degree of coordination of value chain activities
across countries. International new ventures were redefined as “a business organi-
zation that, from inception, seeks to derive significant competitive advantage
from the use of resources and the sale of outputs in multiple countries” (Oviatt &
McDougall 1994: 49). The theory then proposed four elements that were regarded
as necessary for any sustainable INV: internalization of some transaction, reliance
on alternative governance structures, the existence of foreign location advantage,
and unique resources (Ibid).
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The concept of the born global on the other hand was first introduced by Rennie
(1993) and was widely adopted especially in the studies that viewed the phenom-
enon from the international marketing perspective (e.g. Moen 2002; Moen & Ser-
vais 2002; Knight, Madsen & Servais 2004). Rennie (1993:46) did not explicitly
provide a definition of a born global, but described them as firms which “began
exporting, on average, only two years after their foundation and achieved 76 per
cent of their total sales through exports”. Some studies suggest that the term born
global should be reserved for firms that in addition to entering international mar-
kets soon after establishment also expand globally to different continents in a rap-
id manner (Crick 2009; Gabrielsson et al. 2011; Lopez et al. 2009). In these stud-
ies the term globalization has attracted particular attention. Born globals can be
seen to resemble the global start-up type of INV (as viewed in Oviatt & McDou-
gall 2005b), but some definitional differences exist between the two as well. Alt-
hough global start-ups are often regarded as firms with worldwide sales, the defi-
nition of global start-ups does not concern globalization or expansion to different
continents, rather it simply refers to a firm that “coordinates many organizational
activities across many countries” (Oviatt & McDougall 1995: 42).

In addition, at the definitional level, the INV definition (Oviatt & McDougall
1994) assumes that these firms are international from inception whereas the born
global definition (Knight & Cavusgil 2005) positions them as firms that interna-
tionalize from or near to their founding. However, the two concepts (as well as
other related concepts illustrated in Table 2) have been operationalized in a varie-
ty of ways, sometimes resembling each other more and sometimes less. For ex-
ample, INVs have been operationalized in a way that allows for a time gap be-
tween inception and international activities. Furthermore, for both INVs and born
globals the time gap between establishment and internationalization that has been
used to capture the ‘near’ inception differs between studies. Taken together, in
many previous studies, the concepts of INVs and born globals have been regarded
as synonymous and the terms are often used interchangeably (Knight & Cavusgil
2005) although some differences in their nature have been pointed out (Crick
2009; Jones et al. 2011).
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Table 2. International new venture and related concepts/terminology in
selected earlier studies.
Author(s) Concept Definition Main
domain

McDougall International new “...start-ups that, from their inception, IE
(1989) venture engage in international business, thus

viewing their operating domain as interna-

tional from the initial stages of the firm’s

operation...ventures with sales from inter-

national activities comprising greater than

5% of total sales are considered ‘interna-

tional’ new ventures”
Litvak (1990) | Instant international | NA. The study reported results of small 1B

high technology firms that “initiated their

export marketing strategies during

the formative stage of their companies’

development”
Lindqvist Infant multinational | NA. The study focused on the internation- | IB
(1991) alization of young, small technology-based

firms
Rennie (1993) | Born global NA. The study reported results on small 1B

and medium sized firms that “began ex-

porting, on average, only two years after

their foundation and achieved 76 percent

of their total sales through exports” were

labelled born global
Oviatt & International new “...a business organization that, from IE
McDougall venture inception, seeks to derive significant com-
(1994) petitive advantage from the use of re-

sources and the sale of outputs in multiple

countries”
Oviatt & Global start-up “...a type of international new venture that | IE
McDougall coordinates many organizational activities
(1995) across many countries” (based on Oviatt &

McDougall 1994)
Knight & Born global “...small, technology-oriented companies | IB, Inter-
Cavusgil that operate in international markets from | national
(1996) the earliest days of their establishment” marketing
McAuley Entrepreneurial The study focused on “firms that are ‘in- 1B
(1999 instant exporter / stant internationals’ as a result of rapidly

Instant international

becoming involved in international mar-
kets. Rapid involvement is defined as
having international activities within the
first year of being in business... ‘instant
internationals’ is used to convey what
happens to a firm under certain influ-
ences....”
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Bell, Born-again global “...firms that have been well established in | IB
McNaughton firm their domestic markets, with apparently no
& Young great motivation to internationalise, but
(2001) which have suddenly embraced rapid and
dedicated internationalisation”
Arenius Early international | “...a firm that within six years of its IE, social
(2002) venture founding, either demonstrates significant capital
commitments of resources to obtaining theory
international sales revenue, or derives a
significant proportion of its sales revenue
from one or multiple foreign markets”
Dimitratos, Micromultinational | “...a small- and medium-sized firm that IE, IB
Johnson, Slow | (mMNE) controls and manages value-added activi-
& Young ties through constellation and investment
(2003) modes in more than one country” ...
“mMNESs can be different from ‘interna-
tional new ventures’ as again they refer to
two dissimilar aspects of the small firm’s
international activities: market servicing
mode and pace of internationalisation,
respectively”
Knight & Born global “...business organizations that, from or IE, IB and
Cavusgil near their founding, seek superior interna- | Interna-
(2004) tional business performance from the ap- tional
plication of knowledge-based resources to | marketing
the sale of outputs in multiple countries”
Rialp, Rialp & | Early international- | “...INVs [ref. to McDougall ef al. IE
Knight (2005) | izing firm 1994:470; Oviatt & McDougall 1994:499],
global start-ups and born-global firms [ref.
to Knight & Cavusgil 1996:11], which are,
by definition, international at incep-
tion...we collectively refer to such busi-
nesses as ‘early internationalizing firms’”
Kropp, Lind- International entre- | “...entrepreneurial firms that exhibit IE
say & Shoham | preneurial business | growth potential and that are export orient-
(2006) venture ed.”...“These firms had an international
focus in that 20 per cent began exporting
from their inception and the remaining 80
per cent either began exporting within
three years of inception or planned to ex-
port within three years of inception”
Svensson & Early international- | “Early internationalizing firms strive to IE
Payan (2009) | izing firm optimize the interface of balance and har-

mony of the focal company’s business
operations globally and locally on opera-
tive, tactic, and strategic levels in terms of
standardization versus adaptation, homog-
enization versus tailoring and synchroniza-
tion versus flexibility in a short timeframe”
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Further, early internationalization has been accompanied by terms such as rapid
internationalization and accelerated internationalization, both of which are con-
cerned with the speed of internationalization. Ideally, these terms should not be
used interchangeably although they are often related to each other and used as
synonyms in many studies. While early internationalization focuses on the time
lag between firm foundation and the initiation of internationalization, high speed
of internationalization (rapid, accelerated) may also be identified in older firms
with a sudden motive to engage in intensive internationalization after a long peri-
od of focus on the domestic market, for example in firms sometimes referred as
born-again globals (Bell, McNaughton & Young 2001). In order to emphasize the
age at which the firm internationalizes, Arenius (2002) for example adopted a
term ‘early international venture’. In a similar vein, Svensson and Payan (2009)
suggest researchers abandon various labels such as INVs and born globals to use
the concept of “early internationalizing firms”, which they saw as more descrip-
tive of the phenomenon.

The extant research on INVs can now be classified in different ways. Irrespective
of the theoretical areas being studied, the prevailing focus in the previous studies
has been on born globals and global start-up types of INVs, while other forms of
INVs have received only limited attention (Jones et al. 2011). The areas that have
gained attention among researchers are the comparisons between traditional inter-
national firms and INVs (e.g. Moen & Servais 2002; Moen 2002; Chetty &
Campbell-Hunt 2004), comparisons of domestic and international new ventures
and their drivers (McDougall 1989; McDougall, Oviatt & Shrader 2003), the val-
ue and the criticisms of the existing traditional internationalization theories (as
well as some other international business theories) in the light of INVs (e.g.
McDougall et al. 1994; Oviatt & McDougall 1997), network and relationship
aspects to INVs (e.g. Sharma & Blomstermo 2003; Coviello 2006; Mort & We-
erawardena 2006; Zhou, Wu & Luo 2007), the culture and strategic orientations
(especially entrepreneurial orientation but also international, market, or learning
orientation) of INVs (e.g. Kropp, Lindsay & Shoham 2006; Kuivalainen,
Sundqvist & Servais 2007; Jantunen et al. 2008; Ruokonen & Saarenketo 2009),
the identification of external and internal drivers of early internationalization (e.g.
Johnson 2004; Zucchella, Palamara & Denicolai 2007; Evers 2011), the busi-
ness/competitive strategies of INVs (e.g. Knight & Cavusgil 2004; 2005), the
internet and INVs (e.g. Arenius, Sasi & Gabrielsson 2006; Loane 2006; Gabriels-
son & Gabrielsson 2011), as well as the opportunity creation, exploration and
exploitation behaviour of INVs (e.g. Soderqvist 2011). The research on the oppor-
tunity concept in INVs is rather new, following and corresponding to the more
recent definitions provided for IE by Zahra and George (2002), Dimitratos and
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Plakoyiannaki (2003) and Oviatt and McDougall (2005 a) (see discussion in Sec-
tion 2.2).

Areas that have attracted less attention in INV research are the elaboration of dif-
ferent types of INVs (Knight & Cavusgil 2005; Baum, Schwens & Kabst 2011),
the formation process and first steps in the process of INV internationalization
(Rasmussen, Madsen & Evangelista 2001; Evangelista 2005), the role of top-
management team and their characteristics, such as experience, in the INVs
(Freeman & Cavusgil 2007; Harveston, Kedia & Davis 2000), the role of industry
characteristics in INVs (McDougall 1989; Fernhaber, McDougall & Oviatt 2007),
the inward operations of INVs (Servais, Zucchella & Palamara 2006), and the
marketing aspects of INVs (Knight et al. 2004; Ripollés & Blesa 2011) such as
their adaptation/standardization strategies (Gabrielsson, Gabrielsson & Seppild
2012). The growth and survival of INVs after their initial stages have also re-
ceived minor attention (Sapienza et al. 2006) and empirical studies in this area are
limited (e.g. Autio ef al. 2000; Mudambi & Zahra 2007; Gabrielsson ef al. 2008).

2.2 International entrepreneurship

This section will discuss the emergence, development and current status of the IE
research field. The concept of international entrepreneurship was introduced by
scholars in the 1980s. While for example Kohn (1988) used the concept in the
context of foreign direct investment behaviour of small entrepreneurial firms, the
earliest definition of IE was perhaps provided by McDougall in 1989. The defini-
tion was tied up with international new ventures and was:

International entrepreneurship is the development of international new ven-
tures or start-ups that, from their inception, engage in international busi-
ness. International new ventures see their operating domain as international
from the inception of the firm’s operation (McDougall 1989: 388).

Five years later, Wright and Ricks (1994) highlighted international entrepreneur-
ship as an important emerging research area in international business. They asso-
ciated international entrepreneurship with small business, but did not mention the
firm’s age or the timing of internationalization. Meanwhile, Zahra (1993) present-
ed the idea that international entrepreneurship does not concern only smaller
firms or INVs, but that these firms are only one type of international entrepre-
neurship. Zahra suggested a new definition, proposing that IE is:

...the study of the nature and consequences of a firm’s risk-taking behaviors
as it ventures into international markets (Zahra 1993: 9).
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New definitions followed and IE as an emerging research field began to expand
(see Table 3). Almost a decade after her first definition, McDougall revised her
view of IE and joined forces with Oviatt to offer new definitions in 1997, 2000
and 2005. The definition by McDougall and Oviatt (2000) builds on the concept
of entrepreneurial orientation (Miller 1983; Covin & Slevin 1989; Lumpkin &
Dess 1996) and associates international entrepreneurship (and implicitly INVs
too) with innovative, proactive and risk-seeking cross-border behaviour. The lat-
est definition by the same authors (2005a) draws on the entrepreneurship aspects
of Shane and Venkatraman (2000) and moves the focus from entrepreneurial ori-
entation to behaviour towards opportunities. Thus, in line with Zahra (1993), the
later definitions by Oviatt and McDougall, both focus more on the entrepreneurial
qualities of firms than on the age at the point of internationalization (see Zahra
2005) and they permit a focus on corporate entrepreneurship in established firms
as well.

However, the mainstream IE research did not adopt this broadened view quickly
but retained its focus on IE within the context of early and rapidly internationaliz-
ing (often smaller) firms such as international new ventures, global start-ups and
born globals (see e.g. the reviews by Zahra & George 2002; Keupp & Gassman
2009; Jones et al. 2011). As an example, although Oviatt and McDougall (2005a)
provided a broad definition of IE that was not limited to certain types of actors or
organizations, they still focused in that very article on INVs, on the speed of their
(entrepreneurial) internationalization and on the forces which would explain the
accelerated internationalization. Thus, while on the definitional level IE was ex-
panding, at that point the research did not provide empirical applications to
broaden the IE research to new arenas, such as to established corporations, but
instead triggered a continuing focus on the internationalization of new and small
firms.

As is evident in the label of the new field of IE, it has foremost been positioned at
an intersection of the international business and entrepreneurship fields, with a
stated aim of re-evaluating and integrating the ideas from both of these back-
ground fields (Dana et al. 1999; McDougall & Oviatt 2000; Jones et al. 2011).
Regarding the integration of the aspects from these two fields in the definitions of
IE, the early definition did not explicitly mark entrepreneurship as intrinsic to IE
(McDougall 1989); the definition was more rooted in the international business
domain. Zahra (1993) based the definition on the concept of risk-taking, Oviatt
and McDougall (2000) on entrepreneurial orientation and Zahra and George
(2002) on opportunity; these definitions were hence more centred on entrepre-
neurship tradition. Dimitratos and Plakoyiannaki (2003) and Oviatt and McDou-
gall (2005a) followed this trend by also rooting their definitions in the concept of
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opportunity. With the exception of the early work by McDougall (1989) the as-
pects from the international business field were not featured in the later defini-
tions in any specific detail, but rather international business played the role of the
mere context of behaviour. Instead, the subsequent definitions introduced many
concepts that can be seen to lie at the core of not only entrepreneurship, but also
marketing and strategy research. Such concepts reappearing in these fields are
innovativeness, value creation, competitive advantage and growth. The concept of
value creation has featured many of the IE definitions (McDougall & Oviatt 1997,
2000; Dimitratos & Plakoyiannaki 2003), whereas the concept of competitive
advantage was brought to the definition by Zahra and George (2002).”

Table 3. Development of the definition of international entrepreneurship
Author(s) Definition
McDougall IE is “the development of international new ventures or start-ups that, from
(1989) their inception, engage in international business. International new ven-

tures see their operating domain as international from the inception of the
firm’s operation”

Zahra (1993) IE is “the study of the nature and consequences of a firm’s risk-taking
behaviors as it ventures into international markets”

McDougall & IE is “new and innovative activities that have the goal of value creation

Oviatt (1997) and growth in business organizations across national borders”

McDougall & IE is “a combination of innovative, proactive, and risk-seeking behavior

Oviatt (2000) that crosses national borders and is intended to create value in organiza-
tions”

Zahra & George IE is “the process of creatively discovering and exploiting opportunities

(2002) that lie outside a firm’s domestic markets in the pursuit of competitive
advantage"

Dimitratos & IE is “an organization-wide process which is embedded in the organiza-

Plakoyiannaki tional culture of the firm and which seeks through the exploitation of op-

(2003) portunities in the international marketplace to generate value”

Oviatt & McDou- | IE is “the discovery, enactment, evaluation, and exploitation of opportuni-
gall (2005a) ties — across national borders — to create future goods and services”

> In chronological terms the concepts emerged in the definitions in the following order: interna-

tional new ventures in 1989; risk-taking in 1993; innovativeness, value creation and growth in
1997; proactiveness in 2000; and opportunities and competitive advantage in 2002.
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Closer look at the actual research done in the IE field reveals the following points.
The early research in IE examined how successful the existing theories were in
explaining INVs and early or accelerated internationalization, leading to criticism
of the explanatory value of established theories (Knight & Cavusgil 1996;
McDougall et al. 1994; Oviatt & McDougall 1997 to name but a few). Most of
the evaluation and criticisms were targeted at international business theories, es-
pecially the Uppsala model, while the examination of established entrepreneur-
ship theories in light of INVs and IE garnered only minor attention (Zahra 1993;
Oviatt & McDougall 2005a). The article in 1994 by Oviatt and McDougall of-
fered an alternative to those theories by combining approaches from international
business, entrepreneurship and strategic management theory to form a new con-
ceptual framework, which was later referred to as a theory of international new
ventures (see discussion in previous section). Although the article was not explic-
itly labelled under international entrepreneurship, it was regarded as an unmistak-
able example of international entrepreneurship research (see Oviatt & McDougall
2005b) and together with McDougall (1989) it laid the foundation for the new
field of IE. The strategic management theory was one of three cornerstones of the
international entrepreneurship research of that time and of the INV theory then
introduced (Oviatt & McDougall 1994, 2005b). Strategy literature has played a
significant role in the later international entrepreneurship research as well (Zahra
& George 2002).

As discussed earlier, the majority of the research in IE has been limited to INVs
in terms of their context of research. Research in other contexts and areas of IE
began to interest some researchers in the 2000s. Such issues that have emerged
and attracted attention among researchers include the entrepreneurial opportunity
aspects and behaviour in international firms other than INVs (Muzychenko 2008;
Chandra, Styles & Wilkinson 2009; Ellis 2011), international entrepreneurial or-
ganization culture (Dimitratos & Plakoyiannaki 2003) and international corporate
entrepreneurship, sourcing as a form of international entrepreneurship (Servais et
al. 2006) as well as international entrepreneurship of consumers (Chandra &
Coviello 2010). A more general model of entrepreneurial internationalization was
provided by Jones and Coviello (2005), however, that was largely detailed using
the concept of international new ventures too.

What actually comprises international entrepreneurship research today is the sub-
ject of debate among researchers. Dissenting views are illustrated for example by
the reviews of IE research which seem to differ considerably in terms of how the
scope of the field is defined. In the review by Keupp and Gassman (2009) the
publications between 1994-2007 were classified as within or outside the IE do-
main by considering whether they corresponded to the IE definition of McDou-
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gall and Oviatt (2000:903) or not, in other words, whether they related to “inno-
vative, proactive, and risk-seeking behavior that crosses national borders and is
intended to create value in organizations”. This resulted in 179 articles. With only
two exceptions, all of the empirical IE articles they identified (149 out of 179)
focused solely on small and young firms, such as INVs. Their further conclusion
was that the extant IE research focuses on the antecedents and outcomes of IE,
whereas the elements of IE as such have received little attention. Their review
suggests that especially analysis of the individual level factors as antecedents to
INVs and of the internationalization degrees, patterns and performance outcomes
have attracted most attention in IE research. The studies on firm strategy and
competitive advantage are in the minority, they argue, and even more scarce are
studies that examine the relations between the antecedents, strategies and out-
comes and that reveal the “why” of the phenomenon.

On the other hand, Jones et al. (2011) provide a review of IE research, where they
base the inclusion criteria on whether the publications corresponded to some of
the IE definitions provided in the literature (e.g. those by McDougall & Oviatt
2000; Oviatt & McDougall 2005a) or explicitly integrated aspects from both en-
trepreneurship and international business. Altogether the review procedure result-
ed in a scope of IE which was very broad (see Figure 3). While respecting the
value of this detailed and thorough review, it is perhaps not particularly helpful in
clarifying and defining the boundaries of IE. It is challenging to follow the ra-
tionale behind inclusion or exclusion of specific articles. As an example, some of
the articles included (such as Bell 1995) do not seem to integrate literature from
entrepreneurship and international business, but are rather studies of international
business alone.

According to Jones et al. (2011) IE research has occurred in three major catego-
ries: entrepreneurial internationalization, international comparisons of entrepre-
neurship and comparative entrepreneurial internationalization. However, the ma-
jority of the 323 publications they reviewed were categorized as entrepreneurial
internationalization studies, in that their main thematic focus was on entrepre-
neurial internationalization in single country studies (68.7 per cent). Going fur-
ther, studies with their primary focus on venture types and on internationalization
were found to dominate IE research, with 16.7 per cent and 29.7 per cent shares
respectively. Unfortunately, Jones et al. (2011) do not detail how many of the IE
studies they reviewed actually concerned INVs (or other types of early interna-
tionalizing firms). Clearly it seems that it is not only those publications that were
classified into the ‘venture type’ studies, but almost every thematic area of IE is
occupied by studies of INVs (except for say the international corporate entrepre-
neurship theme). Indeed, as was the case with Keupp and Gassmann (2009) it
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seems that the bulk of the studies reviewed by Jones et al. (2011) also fall into the
INV category in terms of either their theoretical or empirical focus.

International new venture
vs. domestic new venture

International new venture

& Global start-up Venture type
Other types [54]
(BGs and mMNEs) B. International Cross-country [47]
Comparisons of different comparisons of
international venture types entrepreneurship Cross-culture [27]
[78] .
24,1% Combined
cross-country &
Patterns & process o cross-culture [4]
> Internationalization
Influences (%]
Net\l’vorksl & A Entrepren.euri.al IE domain
relationships internationalization 2 el
Networks & [222] [323 articles]
Network social capital 9
processes ‘[23] P 68,7%
Social
capital Venture type [5]
Internationalization

Performance Organizational C. Entrepreneurial patterns & process [7]

internationalization

Orientation issues compared across Internationalization
[34] - influences [6
Knowledge & countries or (6]
capabilities cultures Organizational
[23] issues [3]
7,1%

. Networks [1]
Entrepreneur/ship Entreprencurship
[15] The entrepreneur [1]

Opportunity

Figure 3. Thematic map of the international entrepreneurship domain 1989—
2009 (Jones et al. 2011: 636, modified)

Returning to the focus of this study — INVs — the two preceding sections, 2.1 and
2.2, can be summarized as indicating that INV research has been predominantly
viewed as belonging to the IE field, either simply because INVs are regarded as
the inspiration for the emergence of this new research field in the first place or
because they still prevail as a theoretical or empirical context in the studies of IE.
However, in practice much of the research done on INVs has taken place in inter-
national business domain and in broader strategic management research, rather
than in the field of entrepreneurship or IE (given the definitions provided for IE,
see Table 3).
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2.3 Theoretical perspectives and the interface approach

The following three sections outline the theoretical perspectives adopted and the
conceptual choices made in the thesis and the four articles. The choices made
entail using an interface approach to INVs, as the phenomenon is viewed through
concepts that lie at the intersections of different research traditions, namely inter-
national business, entrepreneurship and marketing (see Figure 4). First, the exam-
ination of the concepts of international experience, proactiveness and reactiveness
in relation to INVs taps into the interplay between entrepreneurship and interna-
tional business fields. Then the interface between entrepreneurship and marketing
is drawn upon to illuminate the strategic marketing in INVs, by examining the
concept of entrepreneurial marketing. The focus in this thesis, such as the enquiry
into internationalization patterns and strategic approach to marketing in the INV
context, entails integrating marketing with the international business literature
too. This is indicated e.g. by the use of market and operation strategies as con-
cepts to depict the internationalization development patterns of the INVs as well
as by the adoption of concept of marketing strategy adaptation as an element of
entrepreneurial marketing in INVs.

Perspectives to
International New Ventures Entrepreneurship

Entrepreneurship / Entrepreneurship /
international business interface marketing interface
 International experience  Entrepreneurial

* Proactiveness & reactiveness marketing

e e International business /
marketing interface Marketin
business * Adaptation of marketing g
* Market and operation strategies

Figure 4.  Perspectives and concepts at interface of entrepreneurship, interna-

tional business and marketing selected under focus in the thesis
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2.3.1 International experience and the development of INVs

This section reviews the concept of international experience in relation to INVs.
There are many arguments for why the concept of international experience in
INVs warrants more research. The extant research on the relationship between
international experience and firm internationalization in general has reported re-
sults that are to some extent contradictory (see article B). This is especially the
case in the small firm context. In the INV literature, many authors have posited
that experience is an important element of INVs; however, research has not suc-
ceeded in elaborating on the concept further in these firms and there is a lack of
systematic research that would test this relationship with large-scale samples. On
the contrary, as will be discussed in article B, results are limited and experience
has often been treated as a self-explanatory trigger for the INV phenomenon.

In particular, there is a lack of empirical research that investigates the direct and
indirect relationships between international experience and early internationaliza-
tion in general and that demonstrates the association of international experience
with different types of INVs. These notions have led to calls for more empirical
research in order to understand the role of experience in INVs (Zahra 2005). In
particular, more IE research should be devoted to understanding how entrepre-
neurs and their teams relate to INVs (Jones et al. 2011). Furthermore, Jones et al.
(2011: 643) conclude that “the source of experiential knowledge and the process
by which it is accumulated need further exploration” and suggest Michailova and
Wilson’s (2008) conceptual study as a useful starting point. That study again sug-
gests that the internationalization frameworks discussed in INV-literature (as well
as in small firm internationalization literature and the management characteristics
perspective in the exporting literature) do not examine “in detail under what con-
ditions experiential learning is more important for internationalization”
(Michailova & Wilson 2008:243).

In fact, the concept of experience relates to the internationalization process theo-
ries of the firm (Blomstermo & Sharma 2003; Andersen 1993). In the literature
such evolutionary theories of internationalization have been developed by for
example Johanson and Wiedersheim-Paul (1975), Johanson and Vahlne (1977),
Bilkey and Tesar (1977), Luostarinen (1989), Cavusgil 1980, and Reid (1981).
The Uppsala model can be seen to represent the learning theory approach to in-
ternationalization, whereas the so called Innovation model is more rooted on the
theory of innovation diffusion (Andersen 1993; Hurmerinta 2003). Particularly in
the Uppsala model of firm internationalization, experience is one of the corner-
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stones of the model and it has been discussed in terms of experiential learning.
The Uppsala model was developed mainly by Johanson and Wiedersheim-Paul
(1975) and Johanson and Vahlne (1977). It is perhaps the most frequently cited
model in the internationalization literature and has attracted most interest also in
the IE research (Chetty & Campbell-Hunt 2004). The model posits that interna-
tionalization is an incremental, stepwise process, where the most important obsta-
cles to internationalization are lack of knowledge and resources. Internationaliza-
tion proceeds as the firm learns from the foreign markets and operations (Johan-
son & Wiedersheim-Paul 1975). The model distinguishes between two types of
knowledge: market knowledge (i.e. knowledge about the specific markets) and
firm knowledge (i.e. knowledge about the firm and its ability and resources to
develop and manage international operations). The latter type of knowledge ex-
plains why it is difficult for a firm to speed up its internationalization, since this
type of knowledge cannot be acquired by hiring managers with market knowledge
(Johanson & Vahlne 2003a).

Given that the previous research has treated international experience as an implic-
it character of INVs, it is worth studying whether and how these firms collide
with the existing, traditional internationalization theories. Several researchers
have presented critiques of traditional theories of internationalization especially
because of the emergence of INVs and the accelerated internationalization of
firms (for example Anderson 1993; Knight & Cavusgil 1996; McDougall et al.
1994; Chetty & Campbell-Hunt 2004; Moen & Servais 2002). However, in its
criticism of the evolutionary view of firm internationalization, the INV literature
has mostly compared and contrasted the early internationalizing firms with the
Uppsala model (Chetty & Campbell-Hunt 2004). Some empirical studies such as
that of Jolly ef al. (1992:78) explicitly evidence firms that evolve in ways that
defy the premise of the staged development models. Moen and Servais (2002)
investigated the gradual development of international activity among early and
late internationalizing firms from Denmark, France and Norway and concluded
that the results were inconsistent with the premises of the Uppsala model. How-
ever, the differences between firms concerning the market expansion and distribu-

The traditional internationalization models of Bilkey and Tesar (1977), Cavusgil (1980),
Czinkota (1982) and Reid (1981) have commonly in the literature been labelled the Innova-
tion model, whereas Luostarinen’s (1989) model has been referred to as the POM-model. Nei-
ther the Innovation nor POM model builds on the concept of experience in such a comprehen-
sive and fundamental manner as the Uppsala model. Therefore, the discussion in this thesis is
focused especially on the Uppsala model. Later on, Johanson and his co-authors introduced
another approach, namely the network model, to internationalization (see e.g. Johanson &
Mattson 1998). However, for the reasons above, the network approach is not discussed in rela-
tion to experience here. It is discussed in relation to proactiveness and reactiveness instead.
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tion channel patterns were mixed’. Furthermore, the international experience was
not included in the examination — an issue which would have allowed a more rig-
orous examination. In fact, based on earlier literature and case studies, Madsen &
Servais (1997) point out that the basic assumptions of the Uppsala model may
hold for INVs, but conclude that

...the founder characteristics [prior experience] and market conditions are
different which is the reason why the manifestation of the internationaliza-
tion processes of Born Globals must be deviating from the ‘rings in the wa-
ter’ model found to be a valid description of internationalization processes
of firms in many empirical studies (Madsen & Servais 1997: 570).

In addition, Chetty and Campbell-Hunt (2004) find some evidence that INVs do
not contrast with every aspect of the Uppsala model. Zhou (2007) posits that in-
stead of incremental accumulation of experience, the market knowledge in INVs
is acquired through entrepreneurial orientation, especially though pursuit of en-
trepreneurial opportunities across national borders.

From these bases, it seems that to enhance the knowledge of the role of interna-
tional experience in INVs and to understand the contradictory views on the ex-
planatory power of traditional internationalization theories in INVs, requires more
profound and systematic research on the individual and organizational level inter-
national experience of these firms.

2.3.2 Proactiveness and reactiveness and the development of INVs

This section discusses the concepts of proactiveness and reactiveness in relation
to INVs. Proactiveness has been discussed in the INV and IE research and often
as an integral part of the entrepreneurial orientation concept which has been at the
core of much INV and IE research. As an example, Oviatt and McDougall (2000)
build on the concept of proactiveness in their definition of international entrepre-
neurship. It has been suggested that proactiveness distinguishes early internation-
alizing ventures from other types of international firms, although empirical evi-
dence is limited (Moen & Servais 2002). At the same time, the concept of reac-
tiveness has received less attention in INV and IE research discussions. In this
thesis, it is argued that the further examination of the concepts of proactiveness

In Norway, as compared to late internationalizing firms, early internationalization was associ-
ated with a higher number of export markets as well as greater psychic and geographic dis-
tance of the markets entered. This relationship was not found in Denmark and France. In all
three countries, there were no differences in the distribution channels used by the early or late
internationalizing firms. (Moen & Servais 2002)
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and reactiveness might contribute to the understanding of the INV phenomenon.
It is important to understand the possible contingent role of proactiveness and
reactiveness in INVs and to explicate under which conditions the proactiveness
and reactiveness are characteristic of INVs. Indeed, it is suggested that significant
insights are likely when proactiveness and reactiveness are not treated simply as a
dichotomous process.

On a theoretical level, the examination of the two concepts is likely to contribute
to the greater integration of entrepreneurship and international business aspects in
describing INVs and thereby to IE theory. Such an approach might benefit from
drawing on the strategy literature, where the two concepts have been discussed
together, as the strategic approach that incorporates both proactive and reactive
elements was defined in the early strategy literature as planning (Mintzberg
1973). Instead, entrepreneurial strategy was seen as merely proactive, whereas
reactiveness was associated with adaptive strategic behaviour (Mintzberg 1973).
In the entrepreneurship and international business literature the two concepts have
been discussed as parts of other concepts. In the entrepreneurship research, proac-
tiveness has mostly been seen as an element in the entrepreneurial strategic orien-
tation/posture underlying firm behaviour (Miller 1983; Covin & Slevin 1989;
Lumpkin & Dess 1996) and the concept has its foundations in the strategy litera-
ture (e.g. Mintzberg 1973; Miller & Friesen 1978; Venkatraman 1989a). In entre-
preneurship literature, reactiveness has been discussed mainly as non-entrepre-
neurial behaviour. However, in the internationalization literature the proactive-
ness and reactiveness are discussed less and mainly implicitly, using the terms
that relate to the topic. Reactiveness has implicitly featured the internationaliza-
tion models especially in explaining the first steps of internationalization (by em-
phasis on filling unsolicited orders or reluctant adjustment to changing conditions,
for example) (Bilkey & Tesar 1977; Johanson & Vahlne 1977).

Taking a more multifaceted view, the marketing literature has recently discussed
reactiveness and proactiveness as two elements of the market orientation con-
struct. Whereas market orientation has traditionally been associated with respon-
siveness to market needs and competitor moves (e.g. Narver & Slater 1990), in
more recent literature the other side of the construct has been discussed, as some
firms have been found to show proactive market orientation towards latent needs
of customers (Narver, Slater & MacLachlan 2004; Atuahene-Gima, Slater & Ol-
son 2005). A highly market-oriented firm has been suggested to have the capabil-
ity to focus on both existing and future market needs, implying that this strategic
approach ultimately involves both proactive and reactive features (Ketchen, Hult
& Slater 2007). On the other hand, some studies suggest that proactive and reac-
tive market orientation play a contingent role in firm performance, depending on
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its fit with for example the structural characteristics of the organization (Olson,
Slater & Hult 2005). In the extant INV research, understanding of the conditional
role of proactiveness and reactiveness in strategic approaches and behaviour of
INVs as well as of their development and performance is limited despite the im-
portance of the topic.

2.3.3 Entrepreneurial (strategic) marketing and the development of INVs

This section discusses the concept of entrepreneurial marketing as an alternative
strategic approach for marketing in INVs. So far the marketing strategies of INV's
have received less attention among researchers and the accumulation of
knowledge in this respect is still at an early stage (see e.g. Keupp & Gassmann
2009; Rialp et al. 2005; Styles & Seymour 2006; Jones et al. 2011). Still, market-
ing capabilities are likely to be crucial in understanding the development of INVs
(Ripollés & Blesa 2011).

Entrepreneurial marketing is positioned at the intersection of entrepreneurship
and marketing research traditions and it has emerged from the notion, that the
prevailing marketing theories are not adequate to explain small, young or entre-
preneurial firms. It is an approach for strategic marketing under conditions such
as environmental turbulence, complexity and limited resources (Collinson &
Shaw 2001; Hills, Hultman & Miles 2008; Moffit & Chiagouris 2008; Morris et
al. 2002). It might be especially insightful to explore the entrepreneurial market-
ing strategies in INVs as these conditions are likely to apply, given that INVs
often face extremely complex international business environments while still very
young. Convergences notwithstanding, INV studies that draw on the interface
between entrepreneurship and marketing and that adopt the entrepreneurial mar-
keting approach as their theoretical background are scarce (Fillis 2007; for two
exceptions, see Kocak & Abimbola 2009; Mort, Weerawardena & Liesch 2012).
On the contrary, studies discussing marketing in INVs have tended to limit their
theoretical approaches to integrating marketing and international business and so
rather replicate international marketing research in an INV context.

Some authors suggest that entrepreneurial marketing is fostered by a culture of a
firm that integrates entrepreneurial orientation with market orientation (Morris et
al. 2002). The key areas of interface between entrepreneurship and marketing are
change (Carson et al. 1995), an opportunistic nature, and innovativeness in the
management approach (Collinson & Shaw 2001). Small wonder then that entre-
preneurial marketing has many features that overlap with IE. The core concepts
defining IE have been value creation and entrepreneurial orientation (Oviatt &
McDougall 2000). Entrepreneurial marketing integrates these two aspects in that
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the focal point of entrepreneurial marketing is innovative value creation (Motris
et al. 2002).

However, integrating the concept of entrepreneurial marketing into the study of
INVs implies that the international nature of the context has to be acknowledged.
Perhaps one of the most worthy aspects to consider is the adaptation of marketing
strategies to individual countries or customers (Cavusgil et al. 1993). INVs that
face the liability of newness and foreignness need to be capable of innovating but
also adapting to the international markets. The international marketing research
has featured an ongoing interest in this topic since the late 1960s (Buzzell 1968;
Jain 1989; Theodosiou & Leonidou 2003; Ryans, Griffith & White 2003). How-
ever, adaptation and standardization aspects have received surprisingly little at-
tention in the IE and INV context (Madsen & Servais 1997; Gabrielsson et al.
2012). Research on adaptation also responds to the call by researchers to take into
account the globalization and localization aspects of the INV phenomenon
(Svensson and Payen 2009). Thus, the focal dimensions of entrepreneurial mar-
keting in an INV context might be those related to innovativeness and adaptation
in the creation of value.

Concerning the first dimension, while the INV phenomenon has often been asso-
ciated with innovativeness, reasoning on the relation between the two is often
anecdotal. The previous research has not contemplated the possible risks or the
contingent role of innovativeness in INVs. It is also unclear, what are the different
ways in which INVs are innovative and how those ways relate to the international
development of INVs — or how the innovativeness changes during this develop-
ment. Indeed, often the innovativeness in INVs has been studied as an element of
firm culture (Dimitratos & Plakoyiannaki 2003) and under the concept of entre-
preneurial orientation (Knight & Cavusgil 2004; Kropp et al. 2006; Zhou 2007).
This has led into focus and emphasis on management vision and approach on the
one hand and on new products and technological leadership on the other (follow-
ing e.g. Covin & Slevin 1989; Lumpkin & Dess 1996) as sources of innovative-
ness, without a more profound integration of the marketing literature and its con-
cepts to entrepreneurship and innovativeness. Only a few INV studies have dis-
cussed innovativeness at the marketing strategy level (Hughes ef al. 2010; Kim et
al. 2011; Kocak & Abimbola 2009). Even this discussion is focused more on
products and technologies, which becomes particularly evident in their empirical
enquiries (see also Chetty & Stangl 2010; Gassmann & Keupp 2007). As has been
stressed by O’Dwyer, Gilmore and Carson (2009: 46), marketing innovativeness
“does not just relate to products, new product development, and technological
development but is also evident in other aspects of marketing related activities
and decisions...” The marketing strategy as a whole and its different elements
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(e.g. pricing, channel management, customer relationships, and value co-creation)
represent potential core arenas to innovate and deserve a research focus of their
own in the INV context.

In relation to the second dimension, adaptation, the results of the limited number
of studies are somewhat contradictory. Some studies suggest that INVs need to
make clear-cut decisions regarding whether they are to follow a highly standard-
ized marketing strategy or a highly adapted, custom-made one (Madsen & Servais
1997). Other studies point out the importance of capitalizing on homogeneous
offerings and standardized platforms (Gassmann & Keupp 2007; Laanti et al.
2007). The studies are also limited to special high-technology sectors, such as
ICT and biotechnology (Ibid). Thus, further research on entrepreneurial market-
ing, especially in terms of innovativeness and adaptation, is needed to increase the
understanding of the INV phenomenon and to unveil the circumstances under
which innovativeness and adaptation are the more characteristic or preferable in
INVs.

2.4  Summary

To examine the premises in INV research, this study explores the variety (as op-
posed to the consistency), dynamism (as opposed to stability) and contextuality
(as opposed to generality) in the development of INVs by focusing on the selected
perspectives discussed above. Such an examination is close to the contingency or
co-alignment approaches that have been discussed in the organization research
since the 1970s (e.g. Hellriegel & Slocum 1974; Tosi & Hammer 1974; Tosi
1990). The contingency approach posits a match between a certain set of theoreti-
cal dimensions as being critical to their understanding, assuming for example that
the nature and development of organizations is likely to be situation-specific or
contingent on the contextual factors. The term contingency is associated with
terms such as co-alignment, congruency, fit, match, reconciling, and consistency
and it has been studied from both descriptive and normative standpoints (Venka-
traman 1990). There is a stream of literature focusing on the strategic fit (Venka-
traman 1989b), either in terms of the fit between strategy and external environ-
ment or the fit between strategy and firm resources. In international business lit-
erature, the contingency approach and the concept of strategic fit in particular
have been discussed in relation to standardization strategies (e.g. Katsikeas, Sam-
iee & Theodosiou 2006; Schilke, Reiman & Thomas 2009).

The contingency relationships between entrepreneurship and international busi-
ness have attracted some attention, focusing for example on the role of strategic
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fit between entrepreneurial orientation, the export channel structure and the envi-
ronment in the export performance of firms (Yeoh & Jeong 1995). However, the
contingency perspective has rarely been explicitly adopted in INV and IE studies
(see field reviews by e.g. Keupp & Gassmann 2009; Jones et al. 2011). McDou-
gall and Oviatt (1996) refer to the contingency approach in their early study of
new venture internationalization from a strategic and performance perspective,
but in later studies the contingency view is mainly acknowledged implicitly,
without integrating the contingency literature into the theoretical frameworks.

The literature review by Keupp and Gassmann (2009) suggests that in the 179 IE
articles, the contingency approach has been used only twice as a theoretical
framework in the studies in this field. Among the few examples of the studies in
the IE field which discuss the idea of contingency are those by Dimitratos, Liou-
kas and Carter (2004), Ibeh (2003), Kiss and Danis (2008) and Al-Laham and
Souitaris (2008). Dimitratos et al. (2004) study the moderating effects of the do-
mestic and foreign environment on the relation between entrepreneurship and
international performance of Greek firms, not specifically of INVs. Their findings
highlight how the uncertainty of the domestic environment in particular positively
moderates foreign sales performance of entrepreneurially oriented firms. Ibeh
(2003) integrates aspects from the entrepreneurship, exporting and contingency
approaches to understand the export venture creation among Nigerian small firms,
and the results suggest that entrepreneurial orientation is an appropriate strategic
posture for small firms when they operate in a hostile environment. The two latter
studies focus on the contingent role of network relationships in INVs. In investi-
gating the role of social networks, Kiss and Danis (2008) find that the role of
weak versus strong ties in speeding up the new venture internationalization de-
pends on the country’s level of institutional development. In the study by Al-
Laham and Souitaris (2008), the contingent role of local and national networks in
the propensity of new ventures to internationalize by forming research alliances
was explored. The results suggest that national cooperation before entering inter-
national research alliances is beneficial to INVs, whereas the role of local clusters
depends on the characteristics of that cluster.

In this study, the perspectives and concepts focused on in the articles are intended
to contribute to the understanding of INVs in different circumstances and to ex-
amine the contingent role of strategic approaches and international experience in
INVs. In general, when compared to more universal approaches, the contingency
approach has been shown to be especially valuable in examining the complex
relationships and situation-specific development of new ventures, such as the ef-
fects of entry barriers to the performance of new ventures (Robinson & McDou-
gall 2001). This type of approach allows for a more multifaceted depiction of a
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phenomenon and for researchers to elaborate on the intervening variables such as
industry nature, firm growth phase or strategy in the enquiry. In this study the
contingency approach is potentially useful in examining the relationship between

for example international experience and INV development, proactiveness and
INV development, and innovativeness and INV performance. An illustration of

the theoretical approach and conceptual choices of the thesis is presented in Fig-

ure 5.
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3 METHODOLOGY

The methodology applied in this thesis and the choices underlying it can be pre-
sented in different ways. However, it is perhaps most relevant to discuss the
methodologies in terms of how they are selected and used to answer the research
questions of the thesis. The articles that comprise the core content of this thesis
already involve a discussion of the methodological choices and their justification
in the respective study. They also describe the data collection and analysis meth-
ods as well as the empirical data set under inquiry. Thus, in order to avoid dupli-
cating the content in the articles, this chapter focuses on the methodology of the
thesis as a whole.

Consequently, the emphasis in this chapter is first laid on the scientific philosoph-
ical orientation of the thesis. Then the discussion moves forward to describe the
methodologies used and the justification of such methodologies in the light of the
overall research questions of this thesis. This is followed by the description of the
data collection and analysis methods.

3.1  Scientific philosophical orientation

Scientific philosophical orientation refers to ontological, epistemological, meth-
odological and axiological beliefs held by the researcher. Ontology depicts the
researcher’s view of the nature of reality; their conception of the world and of
how it operates. Epistemology then is about the relationship between the enquirer
and the nature of knowledge; about the researcher’s view regarding what consti-
tutes acceptable knowledge (e.g. observable phenomena, subjective meanings,
facts or created findings). Axiology refers to the researcher’s orientation towards
the role of values in research (e.g. is research to be value-free, value-laden or val-
ue-bound). The two particularly important aspects of ontology (and thereby of
epistemology) are subjectivism and objectivism. While subjectivism assumes that
social phenomena are created (constructed) from the perceptions and actions of
social actors, objectivism posits that social entities exist in a reality external to
and independent of social actors. The ontological viewpoint is traditionally seen
to define the methodological stance of a research; however, the methodology may
also be independent of the researcher’s own ontology. (Saunders et a/. 2009: 110-
119; Guba & Lincoln 1998).

In the scientific research, different approaches may be identified on the basis of
differing worldviews or sets of basic beliefs (Guba & Lincoln 1998), i.e. on the
basis of different assumptions on ontology, epistemology and methodology.
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However, there is no consensus on the issue. Several authors have distinguished
the scientific approaches using different philosophical assumptions and provided
classifications that vary considerably, each classification depending on the point
of view taken (see also the contradictory use of the concepts of philosophical ap-
proach and paradigm). As an example, Burrell and Morgan (1979) distinguish
between four paradigms in organizational research: the functionalist, interpretive,
radical humanist and radical structuralist paradigms. Guba and Lincoln (1998)
identified the following competing paradigms in (especially qualitative) social
science research: positivism, post-positivism, critical theory (post structuralism,
post modernism and a blend of the two), and constructivism. In business and
management research, Saunders et al. (2009: 108) isolate four philosophical ori-
entations, namely positivism, realism, interpretivism and pragmatism.

Ideally, the philosophical orientation that a researcher adopts guides their meth-
odological choices. Some authors associate the positivist paradigm with that re-
search that aims to explain and the constructivist (or interpretivist) paradigm with
research aiming for understanding (Guba & Lincoln 1998). Traditionally, the pos-
itivist view has been associated more with quantitative methods and critical theo-
ry and constructivism more with qualitative methods. In practice, a particular re-
search question seldom falls into only one philosophical domain (Saunders et al.
2009) and it is likely that the researcher may re-evaluate and redefine the basic
beliefs held during the research process. As discussed by Patton (2002), the para-
digms are in a sense normative and can therefore even be regarded as restricting.
In this study the purpose is to describe and understand a phenomenon as well as
to explain the relationships underlying it. In so doing, it is argued that the study
benefits from not restricting itself to a solely objective, positivist or purely subjec-
tive, constructivist orientation but instead allows the research questions to guide
the methodological choices. This comes close to a pragmatic philosophical think-
ing (Patton 2002: 69—73; Hurmerinta-Peltomiki & Nummela 2004).

Yet, considering the overall thesis process, it was not the case that I first ac-
quainted myself with the different scientific philosophical orientations and then
contemplated which one to rely on when embarking on the research. This might
be considered as a hindrance, but at the same time it allowed me to keep an open
mind in preparing the research proposal (Patton 2002: 69). However, I soon real-
ized that the line of thinking that perhaps most inspires and guides this research
reflects the reality-oriented view (Ibid), especially critical realism and post-
positivist thinking. There are many views on what critical realism is (see e.g.
Reed 2005; Easton 2010). It refers to the ontological view, which is strongly
based on the ideas of Roy Bhaskar (see Saunders ef al. 2009: 114-119). It is seen
here as a form of realism, where the ontological foundation posits that there exists
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a reality as it is seen and experienced but it can only be accessed imperfectly and
with an incomplete objectivity — due to the fundamentally intractable nature of the
phenomena. The knowledge of reality is based on social conditioning, our under-
standing of social structures. The focus is on explaining a phenomenon in a con-
text and recognizing the importance of multiple levels in any examination of rela-
tionships (Saunders et al. 2009: 114-119).

Critical realism is also the ontology generally seen as underlying the post-
positivist paradigm (Guba & Lincoln 1998; Jarvensivu & Tdrnroos 2010), alt-
hough not all are keen to associate these two with each other (Reed 2005; Easton
2010). Post-positivism is one of the modifications of positivism (other such modi-
fications include logical positivism and logical empiricism). The ontology of
positivism is based on naive realism; there exists a real reality that is apprehensi-
ble (Guba & Lincoln 1998). In its clear form positivism implies a deductive ap-
proach and the search for ‘truth’ through the verification of hypotheses through
empirical observation. The empirical research is usually approached with a theo-
retical pre-understanding and mainly quantitative methods. Critical realism as
well as post-positivism emerged from critiques of positivism (Patton 2002: 92;
Reed 2005). Lincoln & Guba (1985: 29) first regarded post-positivism as a wide
research trend the very assumptions of which were basically the reverse of those
of positivism. They labelled the research era ‘post’ positivism as the naturalistic
paradigm. Later the same scholars described it as a more limited paradigm and the
one that, despite differences, still shared more tenets with positivism than for ex-
ample constructivism and critical theory (Guba & Lincoln 1998). They describe
how, in line with critical realism, post-positivism is seen to adopt an approach to
knowledge where a hypothesis that cannot be falsified may be accepted as indi-
cating probable truth. The post-positivist approach also implies recognition of
abductive research, an increased use of qualitative methods and new knowledge
that is not theory driven but emerging from the empirical world (Ibid). It shifts the
emphasis from the controlled to the natural (e.g. the situational or context-bound)
research setting (Ibid; Lincoln & Guba 1985: 37).

This line of thought responds to the need of IE research to reconcile positivist
thinking with alternative realist and interpretive insights (Coviello & Jones 2004)
and can be identified with contingency approach too. Indeed, the aspects of criti-
cal realism as well as post-positivism have been important for the present study,
which is phenomenon-based and seeks to understand and explain the contingent —
situational and contextual — aspects of the phenomenon through integrating theory
from many fields and by using both qualitative and quantitative methods in order
to address the complexities of the phenomenon as comprehensively as possible.
Post-positivism in this thesis is taken to mean that although absolute objectivity
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and value-free knowledge is impossible to achieve, it is still possible, and worth
striving for, to distinguish between more and less plausible claims and between
belief and valid belief, and to discuss the influences of biases and values in re-
search (Patton 2002: 92).

Induction — Deduction — Abduction. The two basic approaches available to re-
search are deduction and induction. These approaches differ from each other in
terms of how theory and empirical observations are linked to each other and
which is the predominant driver in research. While studies that focus on testing
theory-driven hypotheses follow a deductive approach, those that start with the
empirical observations and then proceed to form theoretical assumptions are in-
ductive in nature. However, rather than leaning on either one of these, some
scholars point out that no research can be described as purely deductive or induc-
tive and that in practice it is more beneficial to combine the two approaches.
(Saunders et al. 2009: 124—-128). The idea of abduction is discussed by for exam-
ple by Dubois and Gadde (2002). It can be seen to lie in the middle ground be-
tween deduction and induction and involves going back and forth between theory
and empirical observations. The type of approach is also consistent with the phil-
osophical orientation of this study. Thus, in line with the critical realism and
postpositivim, the research process of this thesis as a whole can be described as
abductive and as one aiming at theory generating and testing (Jarvensivu & Torn-
roos 2010).

However, as Figure 6 illustrates, any research can be abductive in different ways.
The emphasis on abduction, induction and deduction is likely to vary during the
research process (Jarvensivu & Tornroos 2010) and the current body of research
is no exception. As an example, article B with its quantitative approach, consists
more of deductive elements than the two articles that are based on a case study
approach and lean more towards an abductive and partly also inductive approach
(see Table 4 in Section 3.5). The enquiry into some of the concepts — such as in-
ternationalization (degree, scope and speed) and international experience — was
considered to suit an approach from a more deductive orientation also in the case
studies. There are different ways of theorizing from case studies. As this study
relies on critical realism and post-positivism in terms of its scientific-
philosophical premises, the theory development largely follows ways that could
be described as natural experiments and contextualized explanation (Welch et al.
2011). This means that rather than aiming to build theory purely on the basis of
induction as posited by Eisenhardt (1989), this thesis builds theory through ab-
duction and more closely follows the theory development logic presented by re-
ality-oriented researchers such as Yin (2003).



Acta Wasaensia 41

Whole research process:

Abductive
A
r A\

Research phase 1: Research phase 2: Research phase 3: Research phase 4:
Mostly deductive, Strongly abductive Strongly inductive, Deductive
partly inductive partly abductive
Theory Theory Theory Theory

t ~ AN N ~ 4

I / \ \ / I

I 1 1 ! 1

I | A D 1 1
1 1 1

| N / / ool

v ~ » ¢ S ¥
Empirical Empirical Empirical Empirical
observations observations observations observations

Time

v

Figure 6. An abductive research process as a mix of inductive, abductive, and
deductive sub-processes (illustrative example, different phases may
apply to different studies) (Jarvensivu & Tornroos 2010: 103)

3.2 Methodological approaches

Nummela and Welch (2006) emphasize that the core fields underlying IE, that is
to say international business and entrepreneurship research, have both been over-
loaded with quantitative studies. According to Coviello and Jones (2004), the
research methodologies in the field of IE should aim for more dynamic research
designs and integrating positivist with interpretative approaches in methodologi-
cal choices. It has also been suggested that the research on INVs should adopt a
multiple-method approach rather than concentrate on any single method of data
collection and analysis, and the advantage of using a combination of qualitative
and quantitative-oriented research should be applied more efficiently to detect the
INV phenomenon (Rialp et al. 2005). The scientific philosophical orientation
underlying the present study implies an approach that moves in this integrative
direction. Indeed, when considering this thesis as a whole, it would not have been
possible to generate a holistic understanding of INVs as a research phenomenon if
a single methodology and empirical data set had been chosen. If only a quantita-
tive method was chosen, it would have failed to achieve understanding and depth
of analysis and produced in knowledge of the phenomenon limited by being too
superficial or standardized. This would not have served the needs of early stage
research. If it had selected only a qualitative method and one case firm for exam-
ple, the research would have faced the problem of being too anecdotal, given that
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the aim is to develop theory. The research would have missed out the opportunity
to develop theory through comparison and replication. Indeed, several scholars
point out how it is beneficial to use a mix of qualitative and quantitative methods
and different datasets to study a phenomenon and how this increases the across-
method triangulation of research.

Consequently, this study adopts and integrates qualitative and quantitative meth-
odological paradigms. The different articles approach the research problem with
the methodology most beneficial and appropriate for the specific focus area and
research question. The thesis involves three empirical studies. Overall, if the the-
sis is regarded as one study, it follows that this study adopts a mixed method ap-
proach. However, two of the empirical articles (A & D) adopt a case study ap-
proach, which implies that the methods used to collect and analyse data are main-
ly qualitative although quantitative components can also be identified. A combi-
nation of a survey and case study approach is adopted in article B, using both
quantitative and qualitative methods. A short description of what is meant by the-
se different methodological approaches is presented next.

3.2.1 Case study approach

A case study approach is usually seen as appropriate when the aim is to develop
or extend theory in a situation where the context (the surrounding conditions)
plays a crucial role in understanding a phenomenon (Eisenhardt 1989; Stake
1995). A case study approach can also be regarded as

...particularly well-suited to new research areas or research areas for which
existing theory seems inadequate. This type of work is highly complementary
to incremental theory building from normal science research. The former is
useful in early stages of research on a topic or when a fresh perspective is
needed, while the latter is useful in later stages of knowledge (Eisenhardt
1989: 548-549).

A case study is especially useful when the focus is on ‘how’ and ‘why’ questions
and on understanding the cases in their unique contexts, in the settings where they
take place (Yin 2003, Stake 1995). The case study approach allows the study of
complex and changing phenomena. In such a situation, a case study is likely to
outperform survey or other quantitative methodologies. When the mechanisms of
development and causation are unknown, complicated or multidimensional, they
are difficult to reveal with a quantitative, survey-type of study.

As such, a case can be many things, such as an individual, an organization, a pro-
) Y ) 5 s
gramme, a process, or an event. A researcher can conduct a case study solely to
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understand a particular case that they have an intrinsic interest in, or a case/cases
can be studied as instruments to assist understanding something else (Stake 1995).
In this latter case, the researcher uses the case to study a more common phenome-
non, to understand particular concepts or to develop theory. Such an approach is
taken in this thesis. There are different strategies available to pursue this type of
case research, such as doing a single or multiple case study and a holistic or em-
bedded case study (Yin 2003). The multiple case study approach draws particular-
ly on theoretical case selection procedure that enables both literal and theoretical
replication of the issue being focused on, such as the relationships between two
concepts. These are core sources of strengthening the development of the con-
cepts and theoretical propositions (Eisenhardt & Graebner 2007; Yin 2003). Both
single- and multiple case studies can be holistic or embedded, meaning the case is
studied without specifying a unit of analysis (holistically) or by defining one or
more units of analysis in a single case or in each case of a multiple-case study
(embedded).

More specifically, a case study approach is not restricted to any data collection or
analysis method, but can rather be seen as a research strategy. The data collected
for case studies as well as the methods used for analysing such data can be both
qualitative and quantitative, although a case study is perhaps more often associat-
ed with qualitative methods. As will be discussed later in Section 3.3, this study
adopts a multiple case study approach that comprises both qualitative and quanti-
tative elements. Whereas case study 2 is more qualitative in terms of both case
data collection and analysis, case study 1 draws more clearly on both qualitative
and quantitative techniques.

3.2.2 Survey approach

Survey is essentially a quantitative method involving large samples and statistical
analysis. It is especially useful for capturing cause-effect relationships between
independent, dependent and extraneous variables (Ghauri & Grenhaug 2010:
118-125). Usually the more descriptive types of questions (what, how much, how
many, who and where) are investigated through surveys and whereas case studies
pursue analytic generalization, the quantitative survey aims for statistical general-
ization from the sample to a larger population (Saunders et al. 2009; Yin 2003).

A questionnaire — either self- or researcher-administered — is usually used in sur-
veys, although other data collection techniques (such as structured observation)
are available as well (Saunders et al. 2009). To prepare survey questionnaire re-
quires a researcher to develop measurement scales which operationalize the con-
cepts in focus. This involves making a review of extant literature in order to find
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and utilize pre-tested scales. In fact, surveys are usually regarded as effective in
situations when research on and knowledge of the topic already exists, which can
then be utilized in the questionnaire. Given these conditions, a survey is usually
deductive in nature. In this study, the survey and case study methodology are ap-
plied in combination to address research question (ii) about international experi-
ence in INVs (article B). The rationale for this choice is presented in Section 3.3.

3.2.3 The mixed method approach

A mixed method approach can be defined in different ways, but in general it can
be regarded as some combination of different research strategies and/or methods.
Following Creswell et al. (2003: 212), Hurmerinta-Peltomédki and Nummela
(2006: 441) defined a mixed method study as

...one that combines qualitative data collection and/or analysis with quanti-
tative data collection and/or analysis in a single study. The data may be col-
lected concurrently or sequentially and combined at one or more stages in
the research process (Hurmerinta-Peltoméki & Nummela 2006: 441).

It has been argued that the use of mixed methods provides benefits over a single
method approach. Whereas qualitative and quantitative methods are each more
compatible for answering certain types of questions, mixed methods enable the
researcher to simultaneously address both “confirmatory and exploratory ques-
tions, and therefore verify and generate theory in the same study” (Teddlie &
Tashakkori 2003: 15). This is perhaps a rather idealistic view of the capacity of
the mixed method approach. However, using a mix of data collection and/or anal-
ysis methods is likely to increase validity through triangulation and to give a
deeper, broader and more illustrative description of a phenomenon (Hurmerinta-
Peltoméki & Nummela 2006). Such an approach does not come without challeng-
es — the use of mixed methods implies a need for more resources and skills to use
and integrate both qualitative and quantitative data collection and analysis meth-
ods.

There are several alternatives and different types of approaches to using multiple
methods in a study (see e.g. Tashakkori & Teddlie 2003; Creswell 2003: 208—
226). In this thesis, the combinations of quantitative and qualitative methods take
different forms in the articles as will be described later in Sections 3.3 and 3.4.
Mixed methods approach has often been associated with pragmatism (Patton
2002: 69). However, in this thesis it is assumed that mixed method approach
might be adopted while still leaning on a specific, single scientific philosophical
orientation. Hence, in this thesis the (critical) reality-oriented view has influenced
and guided the mixed method approach and research endeavours undertaken.
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3.3 Methodological justification

As reflected in the discussion above, the determination of research strategy, espe-
cially the methodological approach is based on different aspects. The two points
of departure are the scientific philosophical orientation of the research and the
nature of the research question itself. In addition, consideration should be given to
the degree of control that the research has over events or issues to be investigated
and the focus of the study on contemporary as opposed to historical phenomena.
Especially when comparing the case study approach and quantitative survey
method, the former is often justified when the objective is to answer ‘how’ or
‘why’ —questions, whereas a survey can reveal the ‘what’ and ‘how much’ aspects
of relationships between different concepts. However, Yin (2003) argues that both
survey and case study approaches are useful when researchers want to study con-
temporary events or phenomena over which they have little or no control.

Turning to this study, each research question in the thesis has been given special
attention in one of the four articles and is thus primarily addressed with the meth-
odology used in that specific article (see Table 1 in Section 1.2). As illustrated in
Figure 7, none of the research questions were addressed by a survey method as a
single approach. This decision was made, because the phenomenon under focus
was rather emergent and, except for the individual concepts borrowed from other
fields (such as entrepreneurship and international business), the general theoreti-
cal frameworks explaining INVs were still undeveloped in the field of IE. The
decision is also justifiable in that the reviews conducted in the IE field (Coviello
& Jones 2004; Rialp et al. 2005) do not encourage the use of quantitative methods
alone.

Instead, a case study was selected as the primary research approach for investigat-
ing research questions (i) and (iv) and the results of these studies are reported in
article A and D respectively. Research question (i) aimed to identify INV interna-
tionalization patterns and elaborate on these patterns from multiple perspectives.
At the time of enquiry, it was thought appropriate to approach the issue by illus-
trating the variety with selected case firms. Whereas a quantitative survey meth-
odology would have served especially the identification of common patterns and
relationships, the case study is more appropriate for examination of the variety,
contextuality and dynamism of the phenomenon. In relation to research question
(iv), the concept of entrepreneurial marketing has been less researched in both the
international context and extant IE research, suggesting that a quantitative ap-
proach would be premature. Using a qualitative, multiple case study approach, it
was possible to identify the dimensions and elements of entrepreneurial marketing
in INVs in an abductive manner, i.e. through the interplay between the data and
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theory. The multiple case study approach was especially efficient also in analys-
ing the change in the entrepreneurial marketing and the complex relationships
between the entrepreneurial marketing and the growth of INVs, as well as in ana-
lysing the contingency influences determining the INV development. In relation
to research question (i), the case study analysis in article B also generates
knowledge about the prevalence of different types of internationalization patterns
of INVs by discussing international experience in relation to the types of interna-
tional new ventures. Article D also adds to the discussion of the internationaliza-
tion patterns of INVs by examining the different types of INVs in terms of their
global growth phase. Taking these different examinations together, the thesis re-
sponds to the call by Jones et al. (2011) and Zahra (2005) to elaborate on the
types of IN'Vs.

A mixed method approach was deemed appropriate for several reasons as a pri-
mary method especially for research question (ii). Firstly, the choice of a mixed
method was based on the nature of the research question as well as on the exist-
ence of prior knowledge. Research question (ii) concerned the relationship be-
tween international experience and internationalization of new ventures and it can
be interpreted as having both a quantitative and a qualitative tone. The aim was
to investigate the experience by complementing the firm-level view on experience
in the existing internationalization process theories (such as Johanson & Vahlne
1977) with the individual-level view from the management literature (such as the
CEO and top-management team view in Reuber & Fischer 1994, 1997) in a new
context, that of INVs.

As a result, the relationship between experience and internationalization of new
ventures was first approached quantitatively, through a survey study, which al-
lowed the utilization of the existing knowledge in the international business and
entrepreneurships fields concerning internationalization and experience and the
systematic testing of the relationship between the two concepts in a wider set of
data. As discussed earlier, a prevailing premise among IE researchers is that the
INV phenomenon is not explained by existing internationalization theories, partly
because INVs internationalize to different countries simultaneously without hav-
ing gained experience even in the domestic market. However, systematic research
examining and substantiating that claim has been limited; a fact that suggests
quantitative examination would be useful. Furthermore, compared to the other
research questions in the thesis, research question (ii) addresses concepts which
have perhaps been more developed in prior international business and entrepre-
neurship research and established measures could be identified in these two
streams of literature, albeit their modification was needed when applying the con-
cepts to the INV context.
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However, the quantitative survey method only facilitates answering the research
question by identifying the types and volume of experience the new ventures
have, and by identifying the possible direct and indirect relationship between ex-
perience and internationalization of new ventures. Therefore, in order to examine
how the international experience is related to INVs in more detail, further re-
search through a case study was thought apposite. By using a case study to inves-
tigate this same relationship, it was possible to reveal the mechanisms behind the
relationship of internationalization and experience. In other words, using case
studies was intended to add depth, detail and meaning to the results of the survey
study (Patton 2002: 192).

Research question (iii) differs from the other research questions in that it was
primarily addressed with a conceptual study. This was deemed appropriate as the
aim was to evaluate the concept of proactiveness and reactiveness in INVs and
more generally in IE without limiting the examination to a narrowly detailed level
of analysis (such as entry mode, market selection, or product strategy) but rather
analyse the two concepts more extensively in the IE theory and the behaviour,
strategic approaches and development of INVs. However, research question (iii)
was also addressed by case studies 1 and 2, albeit in a secondary manner, and in
this sense, a mixed method approach has been used in answering this research
questions too. The case study results reported in article A offer results for re-
search question (iii) concerning the proactive and reactive nature of motives in the
internationalization development of INVs. Studying these same internationaliza-
tion motives, the survey results in article B shed light on the proactiveness and
reactiveness, although not explicitly focused upon in the analysis. Going further,
the case study results in article D also cover research question (iii) by presenting
an empirical analysis of the role of proactiveness and reactiveness in the strategic
decision-making of INVs. Thus, while the conceptual study in article C concerns
proactiveness and reactiveness on a more general level of IE and the internation-
alization development of INVs, the case study approach in article D deals with the
concepts of proactiveness and reactiveness on the level of strategic market orien-
tation and analyses them in relation to the development of the marketing strate-
gies of INVs. The interaction between the research questions of the thesis, the
articles and the empirical studies are illustrated in Figure 7. As depicted in this
Figure 7, there is an overlap between the articles and their empirical studies in
how they shed light on the research questions other than the one they are primari-
ly assigned to.
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Figure 7.  The interaction between the research questions, empirical studies and
articles in the thesis.

3.4  Data collection and analysis methods

The data collection and analysis methods are next discussed in detail, focusing
first on the case study approach and then on the mixed method approach.

3.4.1 Multiple-case studies

Data for case study 1 were collected primarily for the purposes of research ques-
tions (i) and (ii) and are analysed and reported in articles A and B. Case study 2
was conducted primarily for the purpose of addressing research question (iv) and
it is analysed and reported in article D. In this subsection, the case selection pro-
cedures as well as data collection and analysis methods used in both case studies
are presented in parallel, while trying to avoid duplicating the discussion in the
articles.

Case selection procedure. Table 4 presents the criteria used in the selection of the
cases in both case study 1 and case study 2. The case selection procedures used in
the two studies resemble each other, as the rationale behind the selection is simi-
lar in many respects. The starting point for selection was the INV definition (Ovi-
att & McDougall 1994) that has been used for this study. Yet, in assessing the
qualities of the firms in relation to the INV definition, the primary focus was on
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the sales operations of the firms. They can be seen as the key defining dimension
of INV internationalization (Oviatt & McDougall 1997) and a similar focus pre-
vails in many prior INV studies as well.

In both studies an upper limit was set for the firm age (established after 1985 in
case study 1 and after 1990 in case study 2) because it was considered that older
data would have impeded data collection as well as decreased the reliability of the
data. Still, to ensure that the firm development could be depicted, both younger
and more established firms were considered, as long as they fitted within the age
limit. Since this thesis is focused on INVs, it might be considered contradictory
that the firms in the empirical data are not all newly established. However, the
purpose of the study is to build understanding of the internationalization of INVs
both in terms of their early development as well as of subsequent growth. There-
fore limiting its purview to only newly established firms (new ventures) would
not have enabled examination of the development of these firms. This argumenta-
tion logic is also evident in many other studies in the field of IE. While firm age is
a common criterion in empirical INV studies, the studies rarely explicitly use the
criterion of being a new or start-up firm (Coviello & Jones 2004).* For those stud-
ies that do include such a criterion, “increasingly, it appears that 6 years is the
cut-off used to define an international new venture” (Ibid: 492).

The case selection procedure in case study 1 and case study 2 differ slightly in
respect of two initial screening criteria concerning firm foundation and ownership
structure. In case study 1, the initial screening was restricted to firms where the
majority of the firm was not owned by any single larger Finnish or foreign group.
This criterion was employed to ensure the decision-making monitored was inde-
pendent. In case study 2 that criterion was not applied, because the focus was on
the global growth of INVs as defined both by size and sales and in that study a
merger with a larger group was seen as a possible growth strategy of INVs. In
case study 1, the focus was on international development, but not on the growth
of firm size as such. Furthermore, in case study 2, an additional criterion was set
to exclude firms that were founded as spin-offs of a larger firm. Even though in
case study 1 this criterion was not explicitly set prior to data collection, none of
the selected firms were spin-offs from larger firms. Instead, the university or re-
search spin-offs were regarded as eligible potential case candidates in both case
studies.

¥ In the review of 55 empirical articles in the field of international entrepreneurship, Coviello &

Jones (2004) found that while 18 of the studies used firm age as a criterion for sample collec-
tion only 3 of the studies used a criterion of being new or a start-up firm.
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Table 4. Case selection criteria
CASE STUDY 1 CASE STUDY 2
(Articles A & B) (Article D)

Initial screening criteria

The firm matched the qualities of the INV The firm matched the qualities of the INV
definition by Oviatt & McDougall (1994) definition by Oviatt & McDougall (1994)
The firm derived at least 25% of sales from The firm derived at least 25% of sales from
outside the domestic market within three outside the domestic market within three
years of its foundation, showed a growth years of its foundation

trend in international sales (being at least
50% of the total sales in 2001), and
conducted sales in at least six foreign

countries

Firm was established after 1985 Firm was established after 1990

The majority of the firm was not owned by The firm was not established as a spin-off of
any single larger Finnish or foreign group a larger firm

The firm was a manufacturing firm selling The firm was a manufacturing firm selling
physical products (pure software and service physical products (pure software and service
firms were disqualified) firms were disqualified)

The firm originated in Finland The firm originated in Finland

Further theoretical selection criteria were applied to achieve consistency with the
research purpose and correspondence to the theoretical concepts and relationships in
focus, such as

Case firms represent different types of firms Cases represent different types in the contin-
in terms of their internationalization devel- uum of global growth (as defined by globali-
opment zation degree and firm size)

Cases conform to the concept of entrepre-
neurial marketing and provide diverse exam-
ples of marketing strategy innovativeness and
adaptation

As Table 4 illustrates, after the initial screening criteria employed to find INV
cases, the further selection in both case studies was based on the logic of theoreti-
cal sampling. Theoretical considerations are very important in establishing valua-
ble case studies. In multiple case studies, specific attention might be given to rep-
lication logic when selecting cases (Yin 2003). Indeed, the cases were carefully
selected by considering their potential to provide either literal replication (by pre-
dicting similar patterns) or to provide theoretical replication (by predicting con-
trasting results but for predictable reasons). As an example, in article A, literal
replication was sought when more than one case was selected to potentially illus-
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trate a similar internationalization pattern and type of INV. The rationale for the
theoretical criteria is further discussed in the respective articles.

Several databases were used to identify and select cases. The potential case can-
didates were first sought by screening earlier surveys which the author(s) had
been involved and research databases held in the university, the lists of growth
firms in Finnish business magazines (such as Talouseldimé, Kauppalehti), and lists
of firms that had received awards for their internationalization, growth or innova-
tiveness (such as the Internationalization Award of the President of the Republic
or the Innofinland Prize of the President of the Republic). Moreover, for case
study 2, member lists of associations and organizations (such as Technopolis
Ventures) were screened and interviews with experts from Finpro (a Finnish ex-
pert organization that provides non-financial support for internationalization) and
TEKES (the Finnish Funding Agency for Technology and Innovation) were con-
ducted to identify potential case firms. Altogether the thesis comprises case study
data on 11 case firms. One firm (Vacon) is included in both case studies.

Data collection methods. To ensure data triangulation, various methods were used
to collect data from the 11 firms included in the case studies. To ensure compari-
son across cases, semi-structured interviews were selected to be the primary data
collection method. A semi-structured interview can be more standardized includ-
ing both open and fixed-response questions, or it can be based on a loose guide
that outlines the themes and primary broader questions to be covered. In this the-
sis, the interview form in case study 1 more closely resembles the former type of
structure, whereas that in case study 2 falls into the latter category’. In both case
studies the respondents were selected purposefully to gain access to the most rel-
evant data, in that they retained firm history and decision-making influence
(Coviello & Jones 2004). In each firm this meant a person who had knowledge of
both the firm’s early years and its later development and who held the position of
either CEO or manager responsible for international business/marketing in the
firm. Firm founders were interviewed when possible and in six firms the CEO or
manager had also been one of the firm’s founders.

In case study 1, the primary data was collected using a semi-structured question-
naire including both open questions and questions with ready response options.
The data was collected through phone interviews and personal e-mail correspond-
ence. Further data from one case firm (Vacon) was collected through face-to-face
interview with the firm’s founder-manager and included more open-ended ques-
tions. The phone and face-to-face interviews were recorded and transcribed. An-

’  The interview forms are available upon request.
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other source of data in case study 1 was a survey to which each case firm had re-
sponded (see survey description in Section 3.5.2). Further secondary material was
collected from annual and other financial reports, from firm brochures and
presentations, as well as from press releases and other written documents (such as
journal articles). In addition, secondary data was retrieved from earlier case study
databases which I (see Pulkkinen 2002) and my co-author in article A (see Lar-
imo 2003) had collected previously.

In case study 2, the primary method of data collection was face-to-face semi-
structured interviews where the themes were approached starting with open ques-
tions. New probes and follow-up questions were brought up to complete the in-
terview as it progressed. Each interview lasted approximately 2 to 3 hours and
was recorded and transcribed. For case study 2, two individual interviews were
conducted when possible (in three of the case firms, i.e. Vacon, Golla, Iqua). The
secondary material for case study 2 was collected from company reports (annual
reports, financial reports, brochures and other presentations), news releases, and
other written documentation (such as databases of earlier surveys and case studies
in which the authors had been involved).

Data analysis methods. A case study can include both quantitative and qualitative
analysis methods (Eriksson & Kovalainen 2008). The analysis of case study 1
data was conducted through both qualitative and quantitative content analysis.
After producing single case descriptions, the emphasis was on cross-case thematic
categorization and analysis of the differences across cases. The typological frame-
work adopted from Oviatt and McDougall (1994) formed the basis for the catego-
rization of the firms into different types based on their internationalization devel-
opment. The reasons for firms’ initial positioning in the typology as well as for
their development and changes were abductively retrieved from the data and cate-
gorized into themes. In case study 2, the analysis was based on an explanation-
building technique (Yin 2003), entailing an iterative search of causal links though
both single-case and cross-case analysis. The entrepreneurial marketing strategy
elements were first retrieved from the data through coding and categorization
process (Ghauri and Firth 2009). Then, the analysis proceeded by building an
explanation about the first case and developing propositions about the relation-
ships of the focal concepts in that case, by comparing and revising propositions
with findings in the second, third and fourth case, and finally across cases until
the saturation of the theory was achieved. The computer-assisted qualitative data
analysis software NVivo was utilized in order to facilitate the research process
and make the analysis more thorough, transparent and reliable (Ghauri & Firth
2009; Sinkovics, Penz & Ghauri 2008).
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3.4.2 The survey via self-administrated questionnaire

A mail survey with a self-administered questionnaire was conducted to investi-
gate and to test the hypotheses concerning the relationship between international
experience and the internationalization development of new ventures in article B.

Questionnaire development. The questionnaire for the survey data was developed
as a part of a larger research project involving three Finnish universities. The
questionnaire covered the following topics: foreign operation modes (inward and
export), international marketing strategies, firm competitiveness, international
experience and international entrepreneurial orientation of the firm’s manage-
ment, the use of the internet in international business, and the firm’s perfor-
mance'". The questionnaire was developed in autumn 2001. The questionnaire
items used in this thesis are presented in article B. All the concepts were opera-
tionalized based on previous research and ready measures were used when avail-
able. For international experience existing measures were found to be inadequate
and thus new items were developed for this study by modifying and complement-
ing existing measures (e.g. those of Bloodgood, Sapienza & Almeida 1996;
Burgel & Murray 2000; Harveston et al. 2000; Reuber & Fischer 1997). The aim
was to capture the level and types of international experience that both the entre-
preneur and management team possessed and how influential that experience was
in the firm (as evaluated by the respondent).

Sample and data collection. The survey was targeted at Finnish-based firms that
met three criteria: 1) The firm was from the industrial or service (software, engi-
neering and advertising) sector. At the time of data collection the trend towards
early internationalization was emerging but such new patterns had not yet been
documented as prevalent in Finnish firms. Thus, including multiple fields of busi-
ness and manufacturing and service sectors was justifiable in order to ensure a
sufficient number of INVs in the sample. 2) The firm employed at least 5 and a
maximum of 500 people. This limitation was set by the project which focused pri-
marily on smaller or medium-sized firms. Furthermore, the early internationaliza-
tion was likely to occur more often in smaller than larger established firms, as the
latter was widely reported in prior research to internationalize in a traditional,
slow manner. 3) The firm was registered as having export operations. This criteri-
on was employed, since the focus of the study is on international firms, not on
comparing international with domestic firms for example. Furthermore, in this
thesis only firms that had been established in 1985 or later were included in the
analysis. The focus was to test the hypotheses between prior international experi-

10 . . . .
The questionnaire is available upon request.
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ence and internalization development during the first years of the venture. It was
considered likely that knowledge on these two areas would be difficult to gain
from older firms and that the reliability of such data would be reduced.

The target firms were identified from the YritysSuomi database, earlier surveys
conducted at the university, articles in Finnish business magazines (Kauppalehti,
Taloussanomat) and also from reports published by Finpro. This yielded 2856
firms. On closer examination, 202 firms were excluded because they did not fulfil
the selection criteria, had gone bankrupt or because an address could not be con-
firmed. After these revisions the final target group was 2654 firms. Depending on
the size of the firm, the questionnaire was sent either to the managing director (in
small firms with less than 50 employees) or to the manager responsible for inter-
national operations (in medium-sized firms). Three survey rounds were conducted
and 486 responses were received, which provided 473 usable responses. This in-
dicated a response rate of 17.8 per cent. A higher response rate was not achieved
perhaps partly because of the length of the questionnaire, which had to cover di-
verse areas in the research project. However, based on the analysis between re-
sponding and non-responding firms, no greater differences in terms of the number
of employees, annual turnover and field of industry could be found. This would
suggest that the non-response bias is not of major concern in the sample.

The mean establishment year of the participating firms was 1974 (mode value
1992), but 44.6 per cent of the firms were established in 1985 or after. According-
ly, 211 of total participating firms, are included in the analysis in this thesis. An
analysis of the firms of different ages revealed that early internationalization oc-
curred more often in younger firms than those established in 1985 or earlier,
which makes it more interesting to study research question (ii) in this reduced
sample (see Larimo & Pulkkinen 2002b). Descriptive statistics of the 211 firms
are presented in article B. Of those firms 83.9 per cent are manufacturers whereas
16.1 per cent are from the service sectors. Both the mean and mode value for year
of establishment of these firms was 1991. In the year 2001 the mean number of
employees in the participating firms was 49.5 (median 23) and the mean annual
turnover EUR 6.98 million (median €3.03m). In terms of the EU definition of
firm size, the sample firms represent firms of different size. Whereas a majority
of the firms are small firms (annual turnover less than or equal to €10 million and
less than 50 employees), large firms are also present in the sample (annual turno-
ver of more than €50 million and 250 employees or more).

Data analysis. The survey data was analysed through two main methods: correla-
tional analysis and one way analysis of variance (ANOVA). To further investigate
the differences found in the ANOVA, the Bonferroni-test was used. In the analy-
sis of the survey data, a statistical analysis program, SPSS, was used.
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3.5 Summary

Finally, a summary of the research strategies and methodologies of this thesis is
presented in Table 5. In their review of empirical research conducted in IE field,
Coviello and Jones (2004: 486) show how IE “studies tend to focus on aggregate
level survey data or sector-specific qualitative data. As a result, complex process-
es are not captured, unless at a very narrow level”. In this thesis, the methodolog-
ical choices imply that both survey study and multiple case studies on firms from
different sectors are combined to examine the selected perspectives (concepts)

and to increase the understanding of the INV phenomenon.

Table 5. Research strategies and methodologies in the articles
Article A Article B Article C Article D
Philosophical Reality-orientation
standpoint (Critical realism & post-positivism)
Approach Abductive Deductive + Abductive Abductive
Abductive
Main path Empirical Theoretical Empirical Empirical
Pathways* S—>M—-C S—C—-M S—»M—C S—M—C
System-driven System-driven System-driven System-driven
observations hypotheses + observations observations
observations
Research Multiple case Survey and mul- | Conceptual study | Multiple case
design study tiple case study study
Data sources | 8 Finnish-based 211 Finnish- Literature. 4 Finnish-based
INVs. Theoretical | based exporting INV firms.
sampling. firms with 5-500 Theoretical
employees. sampling.
8 Finnish-based
INVs. Theoretical
sampling.
Methods of Interviews. Survey and inter- | Key word search | Interviews.
data collec- Archival data. views. Archival + selection of Archival data.

tion

data.

articles based on
theoretical
consideration.

Methods of
data analysis

Single-and cross-
case analysis
using thematic
content analysis
and categoriza-
tion.

Correlation anal-
ysis, ANOVA,
Bonferroni test
(survey data).

Descriptive
single- and cross-
case analysis
within themes
(case data).

Content-analysis.

Single-case:
thematic content
analysis, iterative
coding and
categorization.
Cross-case:
explanation-
building tech-
nique.

* S=substantive domain, C=conceptual domain, M=methodological domain
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4 SUMMARIES OF THE ARTICLES

4.1 Article A— summary

This article focuses on the heterogeneity in INVs and thereby challenges the pre-
vailing tendency to approach INVs as a homogeneous group significantly differ-
ent from traditional, gradually internationalizing firms or domestic firms. The
objective of the article is to explore 1) whether INVs are different from one an-
other in terms of their international development of operation, and 2) if they are,
how and why the differences are manifested in these firms. The theoretical back-
ground for the article is a typological approach and centred on the international
new venture theory (Oviatt & McDougall 1994) which introduces four types of
INVs: export/import start-ups, multinational traders, geographically focused start-
ups and global start-ups. The article seeks to understand the development paths of
INVs by focusing on four themes: the background to the founding of the firm and
the prevailing conditions at the time; the motives for initial internationalization;
the characteristics of the entrepreneurs and decision-makers; and the resources,
core competences and competitive advantages of the firms. In so doing, it inte-
grates literature and adopts viewpoints from international business, entrepreneur-
ship and marketing from which to approach the research questions. In methodo-
logical terms, the article adopts a multiple case study approach, where the empiri-
cal data is derived from eight INVs established 1988—1997 and originating in Fin-
land.

The analysis of the internationalization development of the case firms was first
based on the internationalization occurring within 6 years of their establishment,
and then there being subsequent development in terms of two criteria correspond-
ing to the axes of the INV-typology (Oviatt & McDougall 1994) (see Figure 2 in
article A): 1) The international coordination of value chain activities: in addition
to sales activities (including own exports, marketing cooperation, sales subsidiar-
ies), whether they demonstrated fewer than or more than two of the other value
chain activities (purchasing, manufacturing, R&D, and financing activities) coor-
dinated across countries, and 2) The number of countries with value chain activi-
ties: sales activities in fewer than or more than 20 countries, a level of market
concentration higher or lower than 60 per cent and the number of countries with
activities other than sales.

Looking at activity within the first six years of development, the INVs were found
to differ from one another in terms of the type of activities and commitment em-
ployed in the international operations. When studying their later evolution, no
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typical paths of internationalization development could be identified. Going be-
yond typological analysis, the article identified some common characteristics of
the INVs as well as factors which contributed to the differences in the coordina-
tion of value chain activities on an international level. The case firms resembled
each other in some aspects of the foundation conditions (often linked to changes
in another firm), the high international orientation and existence of previous in-
dustry experience of the founders and management, the nature of the target indus-
try (globally spread niche markets targeted with a highly specialized offering),
and the importance of certain proactive and reactive initial internationalization
motives (a management interest in internationalization, management’s interna-
tional experience, inadequate domestic demand and the firm’s view of the mar-
ket). These common characteristics were not able to explain the variety evident in
the forms of internationalization development. Instead, the factors that were able
to differentiate the INVs from each other as well as to explain the internationali-
zation development of value chain activities were related to the following: the
role of innovation or an R&D project in the initial business idea; the functional
diversity of the previous industry experience of the founders and management;
the degree and nature of previous international experience of the founders and
management (number of people with experience and the duration of that experi-
ence, as well as the functional area and industry in which the international experi-
ence was gained); the international networks and technology intensity of the in-
dustry, the emphasis on proactive versus reactive motives for internationalization,
and the degree of mobility of the offering. However, although these characteris-
tics were major determinants of the development of ventures and implied a con-
nection to their internationalization, the variance displayed did not always fall in
line with the typology, as was the case especially in terms of the internationaliza-
tion motives and background of the foundation. The firms also varied in terms of
whether they were competing in emerging, growth or mature industries; however,
no clear connection with the internationalization development was identified.
Therefore, the heterogeneity displayed and also the fast pace of development of
the firms suggests that understanding INV internationalization requires a more
dynamic theory capable of focusing beyond typological categorization. The diffi-
culty in establishing an explanation for the differing internationalization paths of
the INVs indicates that situational factors and contingencies merit attention in the
development of INV theory.

Although INVs seem to enter a number of markets in a rapid manner, the results
suggest that closer scrutiny of the geographic dispersal of the activities into dif-
ferent markets and the proximity of the countries entered, reveals a great variety
in the market strategies employed by INVs. As an example, the share of sales
derived from the firm’s three main markets varied among the INVs by between
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35 and 75 per cent and the share of sales outside the home continent exceeded 25
per cent only in two global start-ups. The internationalization development of the
INVs examined seems to partly adhere to the basic premises in the traditional
process theory of firm internationalization. According to traditional international-
ization theories, the firm typically starts foreign operations by exporting to neigh-
bouring countries or countries that are well known and with similar business prac-
tices (Bilkey & Tesar 1977; Johanson & Wiedersheim-Paul 1975; Johanson &
Vahlne 1977) for example. Such a path is identifiable in some INVs, with the
important exception that their speed of development is higher than is perhaps as-
sumed by these theories (see also Pulkkinen & Larimo 2004). The initial outward
operations of those INVs reflected the pattern of initially exporting, then finding
co-operation partners for marketing and possibly establishing sales subsidiaries in
the most important markets. Only three of the INVs had, at the time of enquiry,
invested in their own sales subsidiaries and none of the firms had yet established
its own production unit abroad. The first market entries are usually determined by
proximity, although the choice of market might strategic. Looking at the first
market entries of the case firms, with one exception, the three first entries by the
INVs were into other European countries and those markets geographically and
psychically close such as Sweden and Germany are revealed to be important''.
Although market entry beyond Europe was carried out at nearly the same time or
few years later, the share of sales from outside Europe remained low during the
subsequent development of the firms. These findings suggest that in evaluating
the internationalization development of the INV in light of existing theories as
well as in developing the INV-theory, researchers should in future also address
more clearly the geographic or psychic distance of the countries entered and the
concentration versus diversification of operations in these countries.

In conclusion, the main contribution of the article is the identification of the het-
erogeneity among INVs and providing an understanding of the varieties found.
The article is also one of the first to apply the Oviatt and McDougall (1994)
framework to empirical analysis (for an exception, see Baum et al. 2011). In addi-
tion to this typological approach, the article adopts a longitudinal perspective by
analysing the development of INVs starting from the background to their founda-
tion and analysing their development from inception to their stage of development
at the time of investigation. Finally, the findings of the article shed light on the
development needs of new INV-theory as well as on the explanatory power of

""" In six out of eight INVs, the close markets Sweden and Germany were among the three first

markets entered by the firm (in four cases, the first foreign entry was to Sweden and in three
cases to Germany).
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existing internationalization theories. The further interest in the international ex-
perience was instigated in this article and it also introduced the issue of proac-
tiveness and reactiveness in INVs. The case firms also differed in terms of their
financial performance and looking at the highest performing INVs permits several
managerial implications to be drawn from the study. These are discussed in Sec-
tion 5.3.2.

4.2  Article B — summary

The objective of this article was to investigate the link between the international
experience of the entrepreneur and top management team (TMT) and the interna-
tionalization of new ventures. It offers insights into how experience relates to
INVs. The article discusses the relationship between international experience and
internationalization motives on the one hand; and the relationship between inter-
national experience and internationalization speed, market selection and entry
commitment on the other. It is positioned at the interface between international
business, entrepreneurship and management research traditions and the literature
in the aforementioned research traditions that focused on decision-maker experi-
ence in the SME and new venture context formed the theoretical background for
the study. Several gaps were identified in the prior research, either in terms of
conceptual shortcomings or narrow measures adopted in the empirical studies (for
example experience of a single decision-maker versus that of a management team
and the types of experience included). The earlier results are somewhat conflict-
ing and research primarily aiming to investigate the role of experience in INVs is
very limited. The article particularly highlights the lack of reporting in earlier
research on what kind of international experience and experiential capabilities
discriminate the different internationalization behaviours of new ventures and
how experience affects INV internationalization specifically.

Prior international experience of the entrepreneur and TMT is viewed in the arti-
cle as a factor that might be related to the internationalization of new ventures and
to the development of INVs by influencing the strategic decision making on in-
ternationalization. Four hypotheses are developed for the relationship between
international experience and internationalization motives and speed. These are
tested with a quantitative survey data of 211 industrial and service (software, en-
gineering and advertising) firms originating from Finland. The firms included in
the survey were established in or since 1985 and are (or were) engaged in export-
ing. To enhance the understanding of the relationship between international expe-
rience and INV internationalization motives, market selection and entry mode
commitment, a multiple case study of eight Finnish-based INVs was conducted.
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The INVs represent different types of firms in terms of the INV-typology (Oviatt
& McDougall 1994) discussed in article A.

The results of the survey study indicated strong support for hypothesis 2, while
partial support was received for hypotheses 1, 3 and 4. Concerning hypothesis 1,
greater prior experience of international tasks in a Finnish internationally-
operating firm was especially related to both a greater proportion of exports with-
in three years of foundation and with the venture being younger at the time of its
third foreign market entry. In addition, other international experience types were
related to either one of these measures of the internationalization speed. As ex-
pected in hypothesis 2, in new ventures where the entrepreneur and TMT report
high previous international experience, this experience is also tightly linked to the
strategic decision-making, as it is of higher importance as a motive for deciding to
initiate international operations. Moreover, the international experience has a pos-
itive relationship with other decision-making motives behind internationalization,
such as management’s international interest and view of the market. Concerning
hypothesis 3, when initiation of international operations is strongly related to in-
ternational experience as a motive behind the decision-making, speedier interna-
tionalization occurs for the new venture in terms of the export share within three
years from inception. Also the success of competitors abroad, inadequate domes-
tic demand and the management’s view of the market were related positively and
significantly with either one of the internationalization speed measures. The find-
ings also suggest that internationalization motivated by the internationalization of
a customer seems to increase the time between foundation and entry into new
foreign territories.

The fourth hypotheses concerned the differences in prior experience between rap-
idly and slowly internationalizing new ventures. To test such differences, the
sample was divided into four groups on the basis of a) the firm age at its third
foreign market entry, and b) the share of foreign sales three years after founda-
tion. Although two of the groups can be seen as meeting common INV criteria
(i.e. having foreign sales of 25 per cent or more within three years of foundation),
only one group was labelled INVs on the basis that these firms had also entered
three or more countries within this timeframe (see the emphasis on multiple coun-
tries in the INV definition adopted in the thesis). The results of the ANOVA test
indicate that the internationalization speed in the four groups of new ventures is
significantly related to differences in the level of international experience in the
management team in general; the experience of international work the entrepre-
neur and TMT gained in other Finnish internationally-operating firm; and the in-
ternational work experience gained by the entrepreneur and TMT in a foreign
firm. The previous international experience of the entrepreneur and TMT in both
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Finnish-based and foreign firms was highest in INVs (group 4), whereas the re-
spondents of the geographically focused new ventures (group 3) in general evalu-
ated their management’s international experience level highest in comparison to
other groups. These geographically focused new ventures can, according to some
studies, be regarded as INVs (at least 25 per cent export share within three years),
although they have not entered new country markets as rapidly as group 4. The
post hoc tests indicate that when comparing the groups pair-wise, INVs (group 4)
differ significantly from local new ventures (group 1) in terms of international
work experience in other Finnish internationally-operating firms and from mar-
ginally exporting new ventures (group 2) in terms of the language skills of the
management. In conclusion, the survey results show that experience is a signifi-
cant factor behind INVs. In particular, the experience in other internationally-
operating firms that originate in the home country of the INV but also the experi-
ence in foreign firms, the language skills and the international experience in gen-
eral of the management seem to explain the speed of internationalization.

The case studies suggest that within INVs, international experience relates partic-
ularly to the higher commitment operation modes, but also to the choice of mar-
kets to enter. The number of staff with experience, the duration of that experience,
the functional area and the industry in which the experience is gained were rather
decisive in discriminating between different types of INVs. The two global start-
ups that coordinated many of their operations globally (e.g. purchasing, sales,
R&D, marketing cooperation and financing) in a wide number of countries had
founders and a management characterized by extremely wide international expe-
rience. In contrast, the firms with less internationally experienced entrepreneurs
and management were more focused on exporting to few or many countries.
Analysis of a global start-up case'” shows how the international experience de-
rived especially from a multinational company in the same field of business was
an important determinant of the internationalization development of the INV. In-
ternational industry experience increased the familiarity with the industry and
provided ready contacts with foreign business partners, which then strongly di-
rected the selection of market(s) and choice of distribution channels at the begin-
ning. Moreover, market entry beyond the home continent and establishment of a
brand-label contract and a joint venture outside Europe were linked to previous
international experience and business contacts of the decision-makers. On the
other hand, in a geographically focused start-up'’, the decision-makers’ previous
international business experience was mainly derived from other fields of busi-

12
13

Denoted as firm D in the article
Denoted as firm C in the article
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ness, whereas in the industry in question, the international experience was limited
to scientific research of the core technology. The internationalization of that firm
was characterized by sophisticated cooperation with universities, research insti-
tutes, suppliers and opinion-leaders to develop the offering. However, sales in the
early years were rather concentrated in a few markets using distributors as the
main channel'. Expanding sales to new countries and also the establishment of
new sales channel contacts and strategic alliances to strengthen marketing were
the major concern in the subsequent international development of this geograph-
ically focused start-up.

Integrating the survey and case study results in light of the purpose of this thesis,
several interesting points emerge. The level of management’s international expe-
rience, and particularly the international experience gained from previous jobs,
increases the speed of internationalization. Previous experience gained in interna-
tional tasks in another firm in the home country is characteristic of INVs in gen-
eral, while the previous international experience from working in a firm from the
same industry is descriptive especially of more advanced INVs, such as global
start-ups. International experience is related to INVs in that their managers regard
the experience as an important factor and utilize it in decision-making. It is a sig-
nificant motive behind early internationalization and the case studies suggest that
it is also likely to influence the choice of markets and entry modes in INVs. The
results imply some explanatory power of the traditional models of internationali-
zation (Johanson & Vahlne 1977; Johanson & Wiedersheim-Paul 1975), as will
be discussed in Chapter 5.

The main contribution of the article is to show how international experience is
related to the internationalization development of INVs by contemplating the rela-
tionship from different perspectives in both theoretical and methodological terms.
The article identifies what types of experience are related to the internationaliza-
tion of new ventures and discusses how and why the international experience is
related to the internationalization speed, market strategies as well as the motives
behind internationalization. The article offers results from both a systematic sur-
vey study as well as from a multiple case study. The results in part challenge the
prevailing premise about the inappropriateness of traditional internationalization
theories to describe the INV phenomenon. In comparison to extant research, all
these aspects form a significant contribution to INV-research.

4" At the time of enquiry the firm had sales in 13 countries, out of which three European coun-

tries formed 55% of all sales. The main foreign sales channel was through distributors (90%).
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4.3  Article C — summary

Article C raises the question of whether there is a discrepancy in the underlying
orientations of the two core theories of IE — international business and entrepre-
neurship — in terms of the role of proactiveness and reactiveness. The objective of
the article is to explore the role of proactiveness and reactiveness in entrepreneur-
ship and internationalization theories, and finally, in the international entrepre-
neurship theory. Through this exploration the article discusses how existing theo-
ries can strengthen IE theory and enhance the comprehension of new venture in-
ternationalization.

First, to provide a conceptual basis for the further analysis of the role of proac-
tiveness and reactiveness in the three fields, the article starts with a discussion of
definitions of proactiveness and reactiveness and related terminology, and then
illustrates how that terminology is reflected in the entrepreneurship, international-
ization and international entrepreneurship literature. Rather than offering a sys-
tematic review'” of the two concepts as they reappear in the three fields, article C
reviews publications purposefully selected for their particular insight into the re-
search objective. This procedure keeps the review to a reasonable length, since an
attempt to conduct a systematic review of two concepts in three separate research
traditions would have been overwhelming. Thus, the publications discussed from
the entrepreneurship and international business fields are those that can either be
seen as seminal works in the field themselves or as especially important from the
IE viewpoint, as demonstrated by the citation of the publication in the IE litera-
ture, for example. The publications reviewed from the IE field are those that are
either seminal works in the field or are regarded as insightful examples of how
proactiveness and reactiveness are manifested in the IE literature.

This review covers both theoretical and empirical studies published in books and
peer-reviewed journals. In the review studies that did not use the exact terminolo-
gy of proactiveness and reactiveness were also included as long as they addressed
closely related phenomena (such as alertness, venturesomeness, adaptiveness,
opportunities, threats, market pioneering versus following, activeness versus pas-
siveness). Furthermore, the concepts of proactiveness and reactiveness are found
to have their roots in the strategy literature, and consequently some of those stud-
ies were also discussed in this connection. The publications reviewed are analysed
by focusing on three aspects: the context in which the terminology is applied, the

> The term systematic review here refers to a procedure where all articles published between a

predetermined time period in selected publications (journals, books etc.) are reviewed.
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theoretical foundation, definition of the terminology, and the presence of words
and phrases indicative of proactiveness and reactiveness in the publication. The
review shows how proactiveness and reactiveness are discussed under a broad
spectrum of terminology (see Table 1 in the article).

The article then proceeds to elaborate on the association observed in the entrepre-
neurship literature between entrepreneurship and proactiveness and reactiveness.
This is followed by discussion of how proactiveness and reactiveness are reflect-
ed in the international business theories. The focus is limited to the behavioural
school and the internationalization process theories and to the network approach
to internationalization'®, as these are seen as the main theoretical underpinnings in
the new venture and small firm context, such as that of INVs. The article then
shifts its focus to the IE field and elaborates on how proactiveness and reactive-
ness are connected to IE theory on the one hand and to new venture international-
ization on the other.

The article concludes that entrepreneurship theories involve proactiveness by def-
inition and the emphasis on proactiveness is rather explicit, whereas reactiveness
has been associated with non-entrepreneurial ventures and thus it is discussed
more rarely in the entrepreneurship literature. Reviewing the internationalization
process literature, the article shows how the early theories (the Uppsala, Innova-
tion and POM theories)'’ explain internationalization in relatively reactive terms,
emphasizing for example the reactive internationalization stimulators and adap-
tive learning as a consequence of adjusting to changing conditions as well as
specifying the various barriers for advancing in the internationalization process.
However, in the Innovation model, proactiveness is acknowledged when explain-
ing the later stages of internationalization (Cavusgil 1980) and in the more recent
developments of the Uppsala model (Johanson & Vahlne 2003b; 2006; 2009)
both reactive and proactive aspects of internationalization are touched upon
through a stronger emphasis on opportunities. In the network approach to interna-
tionalization, the behaviour can be seen as either reactive or proactive. However,
the review indicates that much of the reasoning stems from the assumption that
ventures internationalize since the business networks are cross-national and firms
follow their network relationships, indicating a less proactive approach.

The article proceeds to highlight how the entrepreneurship and internationaliza-
tion theories are connected and integrated to IE each in a different manner. IE is

16
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The rationale for the limitation is presented in article C.
See article C for exact studies labelled as Uppsala, Innovation, or POM models of internation-
alization.
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by definition based strongly on the entrepreneurship research tradition, whereas
IE studies often draw on international business theories without trying to integrate
theories from both fields (see Keupp & Gassmann 2009). As for the current status
of IE theory, proactiveness and reactiveness are found to be imbalanced in the IE
literature. Researchers tend to build on the proactiveness inherent in entrepreneur-
ship field as a natural foundation for IE, especially at a definitional level but also
in describing the attitudes of INV decision makers. In the definition of IE, inter-
nationalization theories work rather as a context for behaviour, whereas concepts
from internationalization theories are not integrated in a similar manner. It fol-
lows that reactiveness inherent in internationalization theories is dealt with more
implicitly in IE, without acknowledging it in the theory development. However,
since INVs especially have often been studied from the internationalization theory
perspective, this has elevated the importance of both proactiveness and reactive-
ness, as reflected for example in the internationalization triggers (stimulus) and
motives found for INVs.

Given that IE is viewed as an intersection between entrepreneurship and interna-
tional business, and INVs are seen as a stream of IE research, the future develop-
ment of IE theory requires a more profound integration of the two fields and par-
allel acknowledgement of both proactiveness and reactiveness in IE. In light of
the purpose of this thesis, such steps in the development of IE theory are crucial
for the understanding of INVs. The article emphasizes how the parallel im-
portance of proactiveness and reactiveness in the internationalization strategy of
INVs should be taken into account in the theoretical frameworks for INVs and
that the two concepts should be examined on different levels. It is suggested that
both proactive and reactive activities and approaches to strategic decision-making
may take place simultaneously in INVs (Green, Covin & Slevin 2008) and INV
internationalization could be seen as a fluctuation between reactive and proactive
activities. At a strategic level, the article suggests that INVs may have both delib-
erate, long-term and emergent, short term strategic approaches which can be both
reactive and proactive. The emphasis on either one is influenced by the contextual
issues, such as the pressures, changes and unexpected events in the environment.
This conclusion is supported by the results (in articles A & D) that show INV
development to involve both proactive and reactive features in terms of interna-
tionalization motives and market orientation approach.

At the same time, the article points out that seeing IE as an interdisciplinary field
implies the integration of assumptions from two rather large, mature and different
(with regard to their views on proactiveness and reactiveness) fields of research
and that the development of IE as a research field is faced with a challenge
brought up by the core theories’ differing implications on proactiveness and reac-
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tiveness. The article focuses explicitly on proactiveness and reactiveness as they
reappear in the three fields and opens a discussion of what proactiveness and re-
activeness are on a more general level as well.

4.4  Article D — summary

Article D investigates the development of INVs, but from another angle, as two
development processes are studied in parallel, namely the development of market-
ing and global growth. Article D adopts an interface approach by integrating mar-
keting with the entrepreneurship aspects (Fillis 2007; Hills & LaForge 1992) in
studying the entrepreneurial marketing strategies of INVs as they evolve into
global firms. The article raises a rather novel research issue, since the marketing
strategies of INVs have been an understudied subject (Keupp & Gassmann 2009;
Rialp et al. 2005; Styles & Seymour 2006) and studies that adopt entrepreneurial
marketing as their conceptual underpinning for INVs are almost non-existent (for
two exceptions, see Kocak & Abimbola 2009; Mort et al. 2012). However, the
early internationalization of INVs poses great challenges for marketing and the
knowledge of marketing strategies is an important aspect in the growth and suc-
cess of these firms (Ripollés & Blesa 2011). In contributing to this research gap,
the article questions the adequacy of conventional marketing theories for under-
standing INVs, since, as pointed out by many scholars, those theories emerged
mainly from the focus on large, established companies, rather than young, small
and/or entrepreneurial ventures (Carson & Cromie 1989; Carson & Gilmore 2000;
Coviello, Brodie & Munro 2000). Entrepreneurial marketing in contrast is an ap-
proach to marketing under conditions such as environmental turbulence, complex-
ity, and diminishing resources (Morris ef al. 2002; Moffit & Chiagouris 2008), all
of which makes entrepreneurial marketing a potentially fruitful approach to use in
outlining the strategic marketing decision-making of INVs.

The two objectives set for the article are: 1) to build an understanding of how the
entrepreneurial marketing strategies develop in INVs and to explore the contextu-
al factors influencing their development; and 2) to analyse the relationship be-
tween the entrepreneurial marketing strategy and marketing performance in INVs.
For INVs facing the liabilities of newness, smallness and foreignness (Zahra
2005), it is considered important to be able to offer innovative marketing and to
adapt to local markets when competing against incumbents. By drawing on the
previous entrepreneurial marketing (such as Morris ef al. 2002; Chaston 2000)
and international marketing, especially adaptation/standardization, literatures
(such as Cavusgil et al. 1993, Jain 1989), the entrepreneurial marketing strategy
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in INVs was defined as the strategic choices concerning the innovativeness and
adaptation of marketing to international markets.

The empirical basis of the article is a multiple case study of four INVs originating
in Finland. Based on interplay between earlier literature and an abductive, qualita-
tive analysis of the case firms, the article identifies key dimensions of entrepre-
neurial marketing in INVs, namely innovativeness and adaptation, and elaborates
on the defining elements of these dimensions. Specifically, three elements
emerged as significant for the innovativeness dimension of INV entrepreneurial
marketing: value innovation, co-creation of marketing, and adoption of low-cost
marketing. The adaptation dimension of INV entrepreneurial marketing was
found to occur in different parts of the marketing strategies employed and to vary
in focus either on countries or large foreign customers.

To analyse how entrepreneurial marketing strategies develop as the firm evolves
from an INV to global firm, the firms under scrutiny were classified based on
their global growth phase as determined by the extent of globalization and firm
size."® Two of the case INVs were clearly in the early phase of global growth, one
INV was approaching the latter phase, and one INV had developed into a large
global firm and could thus be classified as being in the latter phase of growth.
Entrepreneurial marketing strategies were found to evolve during the growth of
INVs, yet at the same time the contextual issues underlie this development. More
specifically, both innovativeness and adaptation seemed stronger in the early
growth phase of the INVs than in the latter phase; however, the characteristics of
the market orientation and external environment seemed to have an influence on
the development. Whereas innovativeness was fostered by the INV having a pro-
active market orientation and reflects an era of environmental turbulence; adapta-
tion of marketing strategies could be understood by the global diversity of the
markets and customers as well as by the reactive market orientation of the INV.
Irrespective of the growth phase the INVs were in, their marketing performance
was found to be determined by the balance between the entrepreneurial marketing
strategies and the internal and external contingencies of the firm.

In conclusion, the results show how the entrepreneurial marketing as a strategic
approach relates to the internationalization development of INVs by analysing the
entrepreneurial marketing in INVs that are in different stages of their internation-
alization and growth. Differing from the three other articles in the thesis, article D

""" Globalization of the firm was defined by the proportion of sales outside the home continent

and the number of foreign subsidiaries established, whereas firm size was evaluated by the
amount of total sales.
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expands its focus from internationalization development to firm growth globally
and assesses INV development in terms of foreign operations, firm size and stra-
tegic decision-making in relation to marketing. The article develops and extends
the theory of INVs and, drawing on the results from the multiple case study, pre-
sents a conceptual model and four propositions which are then discussed in the
light of extant research. Three propositions concern the development of entrepre-
neurial marketing as it relates to the market orientation, external environment and
global growth phase of the INV. The fourth proposition introduces the concept of
strategic fit in explaining the relationship between entrepreneurial marketing
strategies and the marketing performance of INVs. It proposes that a high market-
ing performance in INVs results from the fit between the entrepreneurial market-
ing strategies (i.e. the degree of innovativeness and adaptation) and the internal
and external context in which these strategies are implemented. Thus, the article
brings forward the potential of the contingency approach for understanding both
strategic decision-making and performance during the internationalization devel-
opment and growth of INVs by elaborating on the contingency aspects in INVs in
both descriptive and normative terms (Venkatraman 1990).
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5 INTEGRATION AND CONCLUSION

The previous chapter discussed the findings of each article separately and the fo-
cus was on specifying and breaking down the contribution that the perspective
applied in each respective article makes to the INV research. In this chapter, the
findings of each article will be integrated and based on an empirical and theoreti-
cal synthesis, the chapter presents the contribution that these findings make to the
understanding of INVs as a phenomenon. The first section addresses the research
questions of the thesis in light of the integration of the findings. The next revisits
the premises that were raised as a starting point of this thesis and then proceeds to
discuss the value of the contingency approach to the understanding of INVs. By
so doing, the chapter aims to answer the overall research purpose of the thesis.
This is followed by the summary of the theoretical contribution and a discussion
of managerial and public policy implications, which form an important part of the
contribution as well. The chapter ends with an evaluation of the validity and reli-
ability of the thesis, the discussion of limitations and suggestions for future re-
search.

5.1 Integration of the findings

The main purpose of the study was to develop a description and understanding of
international new ventures as a research phenomenon and to provide insights
into how the development of such firms could be understood by emphasizing the
contingent nature of the phenomenon. Four research questions were formulated,
each of which represent different perspectives in examining the research gaps
identified, that is, the prevailing premises that were identified in the research on
INVs and IE. In so doing, addressing these research questions was expected to
shed light on the possible contingencies in the development and behaviour of
INVs and thereby to stimulate theory development in the area of international
entrepreneurship. The findings of this thesis are here integrated and discussed in
light of the research questions.

RO (i) What are the internationalization development patterns that are dis-
tinctive to INVs and serve their identification?

The first research question was primarily addressed by a multiple case study in
article A. The case studies show how it is not possible to generate any one inter-
nationalization pattern that is distinctive to INVs. On the contrary, there seem to
be many different internationalization patterns among INVs, suggesting that INV's
are a more versatile phenomenon than perhaps assumed in the literature. Although
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INVs share many features — such as the early initial foreign entry and operations
in a fairly high number of countries — closer scrutiny revealed that a variety of
patterns is distinctive to both the early and subsequent internationalization devel-
opment of INVs.

Drawing on the theoretical framework by Oviatt & McDougall (1994), the inter-
nationalization development of INVs was particularly explored in terms of the
international coordination of value chain activities and the scope of markets with
the value chain activities. Concerning the development of operations and their
coordination, some INVs evolved to the point of conducting various operations
(including marketing, purchasing, R&D, financing etc.) internationally, while
others limited their international operations mainly to sales, marketing and logis-
tics during their development. For outward operation modes, a gradual develop-
ment was distinctive of the different INVs studied. Except for global start-ups, the
INVs were slow in establishing subsidiaries and production abroad but rather re-
lied on non-investment operations and partners. The INVs seem to enter a fairly
high number of markets soon after establishment especially when sales activities
are considered. Yet, activities other than sales were limited to noticeably fewer
countries than was sales activity and this was the case even in the latter phase of
development of the INVs. At the same time, the study identified differences in
market entry patterns in terms of the geographical distribution, concentration and
the proximity of countries where the INVs operated. As further illustrated by arti-
cle D, global expansion is also an important dimension in understanding the in-
ternationalization development of different types of INVs.

The case firms could be classified into the four types suggested by Oviatt &
McDougall (1994). Their typology serves particularly well as a cross-sectional
illustration of different types of INVs and thereby supports their identification.
However, although the four types could be regarded as illustrating different pat-
terns of internationalization development among INVs, the development and
changes involved in the INVs are not captured by typologies. The internationali-
zation development of INVs may be confronted with fast paced changes and both
the direction of change and speed of internationalization may alter over the course
of time. On the other hand, while an INV may exhibit highly dynamic develop-
ment by for example evolving from one type to another, there is also room for
more stable development, as some INVs illustrated.

Especially when tracing the development of the INVs from the background to
foundation until their early and subsequent international endeavours, the distinc-
tive patterns of development were difficult to establish since each of the firms
seemed to evolve in a different manner. Certain contextual factors were identified



Acta Wasaensia 71

as common in the INVs and some functioned as determinants of the differences in
the internationalization patterns. These contextual issues are discussed further in
the next section. Based on the case studies, no typical paths in the change from
one to another type of INV could be identified (nor was this the aim with the case
method). This suggests that when the INV development patterns are examined
beyond the early phase, the types of INVs are multiplied. Based on these findings,
it is suggested that rather than general or typical patterns, the INV internationali-
zation development is to be defined by situational or contextual patterns.

However, in light of the research findings, four patterns in terms of the develop-
ment of firms within the typology could be distinctive to INVs: 1) A stable pat-
tern where the INV does not evolve greatly in terms of the market scope or coor-
dination of different activities internationally.'® 2) A development pattern that is
marked mainly by changes in the market scope after the early phase.” 3) A pat-
tern entailing an increase of international commitment both in terms of the scope
of markets and coordination of activities in the markets. 4) A more complex pat-
tern characterized by back-and-forth evolution in the international activities and
market scope. This might entail a temporary withdrawal and a refocusing of activ-
ities into certain markets.”'

RQ(ii) How does international experience relate to the internationalization
development of INVs?

Whereas article A introduced the international experience as an important charac-
teristic of INVSs, the second research question was more specifically focused upon
in article B. The major conclusion to be drawn from these studies is that the inter-
national experience is related to the internationalization development of INVs in
many ways when experience is conceptualized on an individual level, in other

Such as multinational traders or geographically focused start-ups which remained in such a
focus also in the latter phase. The INVs that were global start-up since the early years did not
evolve in later phase into another type of INV either.

Such an evolution could be move from export start-up into a multinational trader, i.e. the
increase of sales markets but limiting the international operations primarily to sales and logis-
tics. Another pattern may be a move from geographically-focused start-up to a global player,
i.e. the entry into many new markets and continuation of coordination of different value chain
activities between markets.

Such as an INV initially classified as a multinational trader, but which later evolved into a
geographically focused start-up and to a global player. Having established sales in a high
number of countries in the early phase, the firm later focused on increasing operations in a
smaller number of countries. Only after developing the different activities in these countries
were new market entries preferred, eventually resulting in a global player type of INV.

20
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words as a characteristic of the entrepreneur(s) and top management team of the
INVs.

The results suggest that international experience is related to an actual higher
speed of internationalization of new ventures. They further indicate that experi-
ence is related to the decision-making in the course of internationalization
through its influence on internationalization motives and strategic decision-
making concerning market selection and entry mode commitment. The survey
results reported in article B suggest that particularly prior experience gained on
international tasks in other Finnish internationally-operating firms is related pos-
itively to higher speed of internationalization of new ventures and it significantly
distinguishes INVs from local new ventures. Furthermore, other international ex-
perience types were found to have a positive relationship either with higher export
share in the early phase or with the firm being younger at the point of entering its
third foreign market. The results also show that international experience is a sig-
nificant element in the new venture decision-making concerning internationaliza-
tion — in ventures that have highly experienced managers, the internationalization
decision is more likely to be motivated by this experience and such a motive is
likely to lead to a higher export share in the first three years.

However, although article B suggests that international experience is an important
determinant of INVs and of speedier internationalization, the case study analyses
in both articles A and B further illustrate how the nature of international experi-
ence still differentiates types of INVs from each other. Specifically, the interna-
tional experience in the industry where the INV operates is related to the coordi-
nation of value chain activities across countries, but also to the market selection
and global market coverage. Global start-ups and geographically focused start-ups
were founded and/or managed by decision makers who had gained notable previ-
ous international experience in another firm or research organization in the same
industry. These cases illustrate how such experience influenced the market selec-
tion and operations development abroad. In contrast, firms without such a level
experience to call upon were focused mainly on exporting (export start-up and
multinational traders). The case studies also show that the decision-makers’ inter-
national experience not only in technical and research functions but also in the
marketing and business side of the industry are characteristic of global start-ups.
When the findings are integrated, the survey results show that high levels of pre-
vious international experience (especially in international jobs in other firms in
the home country) is related to higher speed of internationalization of new ven-
tures (directly and also by being an important decision-making motive behind
early internationalization), whereas the case studies further suggest that broad
previous international experience in other organizations in the industry of the
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INV was characteristic of advanced INVs such as global start-ups and influential
in their decisions concerning internationalization.

RQ (iii)  How are proactiveness and reactiveness associated with the interna-
tionalization development and strategic decision-making of INVs?

The third research question was the sole focus of article C in which it was ad-
dressed through a conceptual study. The empirical articles also illustrate proac-
tiveness and reactiveness from two more specific viewpoints in INVs develop-
ment, namely from the viewpoint of motives behind INV internationalization and
the strategic approach in terms of market orientation. These empirical findings to
the third research question are discussed first, after which they are integrated with
the results of the conceptual study.

In article A, the internationalization of different types of INVs was found to be
associated with both proactive and reactive types of motives and the INVs studied
regarded both reactive and proactive motives as important for initial international-
ization. Although these motives were not explicitly classified as either proactive
or reactive in the article, most of the motives examined can be regarded based on
their nature as either more proactive or more reactive. Such a division of motives
is supported by the discussion of motives in earlier studies (see e.g. Leonidou et
al. 2007) as well as discussion in article C (especially page 194). Studying these
same internationalization motives, the survey results in article B also prompt such
a conclusion relating to the parallel importance of both proactiveness and reac-
tiveness in the internationalization development of INVs. In the survey data, both
more proactive type of motives (such as the fact that the domestic market was
never considered as the only market) and reactive motives (such as the success of
competitors abroad and inadequate demand in the domestic market) were signifi-
cant triggers for speedier internationalization of new ventures.

Besides the fact that reactiveness and proactiveness seem to describe the twofold
nature of the motives behind INV internationalization and the speed of such inter-
nationalization, article D shows that proactiveness and reactiveness are also mani-
fested in the strategic orientation of INVs. The two concepts were studied in par-
ticular in terms of market orientation — the firm’s approach towards customers,
competitors, and inter-functional coordination (Desphande & Farley 1989; Narver
& Slater 1990). The case study results imply that both reactive and proactive
market orientation is descriptive of INVs. As illustrated in the case firms, an INV
may integrate both these approaches in its market orientation — or lean more
strongly towards either a reactive or proactive approach to markets. Proactive and
reactive market orientation may define an INV’s strategic approach both in its
early and latter phases of development. However, the market orientation of an
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INV is also suggested to alter its character in terms of proactiveness and reactive-
ness over time, and in some INVs proactive market orientation especially seemed
to be a declining characteristic as the INV’s global growth advanced. Proactive-
ness in market orientation was reflected in the focus on the latent, future needs of
customers and in the ineffectiveness of conventional market research to capture
the market potential. In the early phase of INVs, reactiveness meant especially
active, close dialogue with a few big customers whereas the latter phase of INV
development was marked by the use of systematic, large scale market research
and competitor analysis.

Furthermore, proactiveness and reactiveness in market orientation seemed to un-
derlie the development of entrepreneurial marketing strategies and that ultimately
to influence the marketing performance of INVs. While proactiveness in orienta-
tion to markets fostered more innovative marketing strategies, reactiveness was
conducive to adapting marketing strategies. The role of proactive and reactive
market orientation on the marketing performance of different types of INVs was
dependent on the fit of the market orientation and also other contextual factors
(the external environment or the INV’s phase of development) with the marketing
strategies employed.

Taking the empirical findings together, it can be concluded that both proactive-
ness and reactiveness seem to be related to the internationalization development
and strategic decision-making of INVs. Proactiveness and reactiveness is mani-
fested on different levels, such as internationalization motives and strategic mar-
ket orientation. Both proactiveness and reactiveness may determine the interna-
tionalization development pattern as well as the marketing strategies and perfor-
mance of different types of INVs. Although they affect the decision-making on
internationalization, it is not possible to differentiate types of INVs or their inter-
nationalization patterns based on the nature of motives. Instead, both proactive
and reactive motives determine the internationalization of different types of INV's
at the same time (article A). Earlier literature has tended to disregard the twofold
nature of market orientation — however, the current research shows that this issue
is important in understanding the development of INVs and of their marketing
strategies, in particular (article D).

In relation to the third research question, the conceptual study further discusses
how proactiveness and reactiveness might manifest themselves in INVs and IE.
Building on earlier literature, the main conclusion is that in INVs, proactive and
reactive approaches to strategic decision-making may be pursued simultaneously
and the INV internationalization entails a fluctuation between proactive and reac-
tive features. Article C prompts a suggestion that understanding INVs requires
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that both proactiveness and reactiveness are taken into account at the theoretical
level of IE also. Proactiveness and reactiveness should be explicitly incorporated
into the theoretical frameworks for INVs and their strategies and examined on
different levels. The lack of this kind of parallel notion of the two concepts in the
previous literature is suggested to relate to the imbalance of entrepreneurship and
international business theories in IE. The definitions of IE and INVs are strongly
based on the entrepreneurship research tradition, whereas IE studies, and especial-
ly those focusing on INVs, often draw on international business theories without
trying to integrate theories from both fields. At the definitional level, IE and INV
research is therefore rather linked to the proactiveness inherent in entrepreneur-
ship, whereas the concepts and assumptions of the international business theories
are not integrated in a similar manner and the reactiveness inherent in internation-
alization theories is dealt with more implicitly without integrating it to theory
development.

RQ (iv)  How does entrepreneurial marketing as a strategic approach relate to
the internationalization development of INVs?

The fourth research question was the focus of article D. To understand this rela-
tion, the approach was first to analyse how entrepreneurial marketing encom-
passes different types of INVs. In light of the interplay between earlier literature
and case study analysis, two dimensions — innovativeness and adaptation — are
suggested to be central to the depiction of entrepreneurial marketing strategies of
INVs during their internationalization development. The findings also suggest
that for this research question it is important to consider the internationalization
development of the INVs especially in terms of global growth.

In the INVs studied, three themes emerged as significant elements for the innova-
tiveness dimension of entrepreneurial marketing: value innovation, co-creation of
marketing, and adoption of low-cost marketing. For the second dimension, adap-
tation of marketing strategies, it entailed the adaptation of marketing strategy to
customers on the one hand and to counties or regions on the other. Analysing the-
se elements, the findings indicate that the development phase of the INV creates
pressure for INVs to alter their entrepreneurial marketing strategies. Global ex-
pansion of sales, the increase of subsidiary operations and firms’ overall growth
prompted less innovative and less adapted marketing strategies. More innovative
and more adapted marketing strategies were reflected in the INVs in their early
phase of global growth than in the latter phase.

However, in light of the case study results, it is suggested that the nature of the
relation between entrepreneurial marketing as a strategic approach and the inter-
nationalization development of INVs is also contingent on other contextual fac-
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tors. Entrepreneurial marketing was reflected differently in INVs not only based
on their global growth phase but also on the global diversity and turbulence of the
external environment and the proactiveness and reactiveness of the market orien-
tation of the INV. An early phase INV operating in a less global scope might pur-
sue less innovative or adapted marketing strategies, if the competitive environ-
ment is stable and the industry is globally integrated in terms of customer needs,
logistics and so on. On the other hand, an INV that has developed into a larger
global company may devote more effort to develop innovative marketing strate-
gies and adapting to customer or country requirements, if the environmental con-
text is more conducive to such behaviour owing to such things as turbulence and
global diversity of the markets. Irrespective of the internationalization develop-
ment and global growth phase of the INVs, proactive market orientation seemed
to foster more innovative marketing strategies, whereas reactive market orienta-
tion prompted adaptation of marketing either to customers or countries.

5.2 Towards the contingency approach

Along with developing a description and understanding of INVs as a research
phenomenon, the purpose of this study was also to provide insights into how the
development of these firms could be understood by emphasizing the contingent
nature of the phenomenon. The current chapter will discuss the research findings
in relation to this purpose.

To begin with, the examination of the premises held in INV research is aimed to
reflect the possible contingent nature of the development of INVs. Addressing the
research questions offered an examination of the four premises which were dis-
cussed in Chapter 1. To shed light on the prevalence of these premises, the thesis
viewed the INV phenomenon through the lenses of consistency versus variety,
stability versus dynamism, and generality versus contextuality. The main conclu-
sions that can be drawn from the thesis in relation to the premises are presented in
Table 6. Examining the premises suggests that the INV phenomenon is multifac-
eted and that despite the characteristics that arise as general or constant in INVs,
they are essentially a heterogeneous group of firms at the strategic level and in
terms of their internationalization development. The development of entrepre-
neurial marketing strategies in the firms studied reveals that entrepreneurship is a
less consistent feature of INVs. Furthermore, provided that proactiveness and
innovativeness are proxies for the entrepreneurial nature of behaviour or decision-
making (see e.g. Lumpkin & Dess 1996; Sundqvist et al. 2012), the findings sup-
port the previous conclusion as the two elements received a varying emphasis in
the INVs studied.



Acta Wasaensia 77

Table 6. Revisiting the premises in INV research in light of the research
findings

Premise I — INVs evolve in a manner that is inconsistent with the internationalization process
theories.

The following findings suggest partial consistency of INV development with some underlying
assumptions of the internationalization process theories:

— The important role of experience in the internationalization speed of new ventures, in the
internationalization motives of rapidly internationalizing new ventures, and in the market se-
lection and entry mode development of INVs (articles A and B)

— The importance of reactive motives of internationalization in INVs in general, the relationship
between some reactive internationalization motives and a higher speed of internationalization
(articles A, B and C)

— Some INVs seem to develop in stages, in terms of the proximity and geographical distribution
of the markets entered and also in terms of the entry mode commitment. However, the speed
of entering markets is likely to be rather high, a fact which is not acknowledged in the process
theories. Whether the INV development is incremental in relation to market scope and entry
mode development may be understood by internal and external contingencies. (article A and
supplementary analysis of the data in the thesis Section 4.1)

Premise Il — INVs are a distinct group of firms that share an internationalization pattern
depicted by rapid parallel entries into multiple countries from inception.

The findings support the premise that INVs enter multiple countries rapidly from their inception.
Yet the following points challenge this premise and point out the dynamism and variety of INV
internationalization:

— Rapid internationalization is concerned with speed, which refers to time and direction. How-
ever, after initial entry into multiple countries in the early phase, INVs may not necessarily in-
ternationalize in a constantly rapid manner and nor does the INV internationalization neces-
sarily occur in a linear direction. (article A)

— The internationalization paths of the case INVs suggest that it is difficult to generate universal
patterns or characteristics encapsulating INVs’ internationalization development. Although
INVs enter many countries rapidly from the point of their inception, there is a great variety
among INVs in terms of the geographical proximity and the concentration of operations
among countries entered as well as in the development of value chain coordination across
countries. The variety and dynamics in the internationalization development of INVs is de-
termined by several internal and external situational/contextual factors; a finding that suggests
the need for a contingency approach in INVs and IE in this firm context. (articles A and C)
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Table 6 continues

Premise III — INVs can be described and understood by the entrepreneurial nature of decision-
making and strategic approaches.

The following findings suggest that the association of entrepreneurship with the decision-making
and strategic approaches of INVs depends on contingency factors. Therefore they cast doubt upon
and intervene in the generality and consistency of this premise:

— Internationalization motives and the strategic approach to market orientation of INVs reflect
both high and low levels of proactiveness and reactiveness. Both proactiveness and reactive-
ness are present in INVs but their manifestation and degree depends on contingencies. Thus,
proactiveness (or reactiveness) should not be approached as a dichotomous phenomenon. (ar-
ticles A, C and D)

— Both proactive and reactive motives increase the speed of internationalization

— Both proactive and reactive market orientation may enhance marketing performance of
INVs through influence on their marketing strategies and depending on their fit with other
contingency factors.

—  Global growth of the INV induces less proactive market orientation

— The entrepreneurial approach to marketing in INVs is contingent on the nature of the external
environment (industry turbulence and global diversity), the proactiveness and reactiveness of
the market orientation of the INV, and the phase of growth the INV is in. (article D)

— Innovativeness at the marketing strategy level is a changing characteristic in INVs, vary-
ing from low to high levels of innovativeness of the different marketing strategy elements

Premise IV — The development of INVs is a product- and technology-centred process where the
growth and performance is conditional on innovative products and technologies.

The following findings contradict this premise:

— The INV phenomenon is encountered in various sectors, both low and high-tech industries
and service sectors (articles A, B, D)

—  Product or technology innovativeness is only one element of innovativeness and it does not as
such explain INVs, especially when we consider their growth and performance (article D)

— Innovativeness at the marketing strategy level is manifested in three elements: the value inno-
vation, co-creation of marketing and adoption of low cost marketing strategies. (article D)

— Innovativeness in INVs varies from low to high level innovativeness and differs between
INVs in terms of elements of marketing strategy innovativeness (article D)

—  Whether higher innovativeness in marketing strategies enhances marketing performance de-
pends on its strategic fit with the global growth phase, market orientation and external envi-
ronment of the INV (article D)
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The empirical research path (Bringberg & McGrath 1985) was adopted in this
study owing to the nature of the research gaps identified and the research purpose
consequently addressed. The empirical path was especially valid in shedding light
on the contingent features of the INV phenomenon. On the basis of the interplay
between earlier literature and the findings of this thesis, it is suggested that the
holistic description of INVs as well as the understanding of their development and
performance is enhanced by adopting a contingency approach. The contingency
approach has often been seen as one rooted in or related to systems thinking.
Arbnor & Bjerke (1997) describe the systems approach in a way which fits par-
ticularly well with the findings on INVs in this thesis:

The assumption behind the systems approach [---] is that reality is arranged
in such a way that the whole differs from the sum of its parts. This means
that not only the parts but also their relations are essential, as the latter will
lead to plus or minus effects (synergy) (Arbnor & Bjerke 1997: 51).

The results suggest that while some features emerge as consistent in INVs, the
firms vary greatly at the strategic level of their behaviour as well as in their per-
formance. The INVs vary in terms of their internationalization especially when
the market and operation strategies are considered (the proximity of markets,
market concentration, global dispersion, operation mode commitment and coordi-
nation of value chain activities across countries). In addition, the INVs differ from
each other in terms of their entrepreneurial marketing strategies. The time dimen-
sion even increases the diversity, as indicated by the exploration of case INVs
during their evolvement from start-up to more established firms. In addition to
offering a description of INVs, the findings in articles A and D show how INVs
develop in the longer run. Different development paths were identified in article
A, whereas article D showed the types of changes occurring in entrepreneurial
marketing strategies as INVs develop. The results further suggest that certain con-
textual factors determine the development of INVs. However, these situational
factors entail parallel variation and their interrelations are also influential. This
suggests that typological approaches to INVs (Oviatt & McDougall 1994) are not
best suited to capturing the differences at the strategic level and in the develop-
ment of INVs. The results prompt a suggestion that it is less relevant to study
which internationalization pattern(s) or strategic approach(es) are most typical or
appropriate for (the types of) INVs, than it is to study the pattern or strategic ap-
proach most likely or effective in a given situation (see Hellriegel & Slocum
1974). 1t is suggested that there are different effective internationalization and
strategic alternatives available to INVs.

As illustrated in Figure 8, the thesis shows that situational or contingency factors
that are likely to determine the development of INVs can be found in different
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levels. The framework depicted in this Figure is not intended to be comprehensive
in that it would cover all the situational and contextual determinants of INV de-
velopment. However, the framework aims to capture some of the relevant factors
to be considered. The internal contingency determinants can be found in two lev-
els: the individual and organizational level. At the individual level, the founders
and top-management team of the INV are important determinants in the INV es-
pecially in terms of the international experience as discussed previously. At the
organizational level, the INV’s strategic approach (market orientation), its global
growth phase and decision-making motives each function as contingencies for the
development. In addition, the background to the firm’s foundation, especially the
nature of the business idea and product were identified as crucial determinants in
the development. Finally, whereas the former factors relate to internal determi-
nants of development, at the external level, the relevant contextual factors to con-
sider are related to the characteristics of the environment in terms of market tur-
bulence, global diversity and technology level of the industry. However, the INV
development is not understood by the sum of these contingencies but by the paral-
lel variation in the contingencies and the interrelationships between them. Obvi-
ously, when taken together, there are many possible constellations of these situa-
tional factors from the different levels.

The findings of this thesis provide an illustration of how these contingencies can
manifest and influence the development of the INVs. Firstly, industry networks,
the technology level of the industry and the firm, and broader and more versatile
international experience were associated with higher coordination of activities in
the early phase in the INVs studied. Secondly, more reactive motives to interna-
tionalize were associated with the export start-up type of INV than they were with
global start-ups. On the other hand, these INVs also shared many similar motives
for internationalization. Thirdly, firms that were characterized as global start-ups
in their early phase were associated with more mobile offerings than export start-
ups. They also appeared to have very broad and versatile international industry
experience. On the other hand, INVs that were initially seen to have a less-global
presence (a multinational trader or geographically focused start-up) but which
later developed into a global player (with increases in both the number of markets
and the coordination of value chain activities abroad), were characterized by the
original business idea and the foundation of the firm stemming from an innova-
tion or an R&D project and by the important role of patents granted. These firms
did not necessarily share a similar background in terms of their international ex-
perience or mobility of their offerings with the INVs that were global start-ups in
the early phase. Finally, the INV internationalization development in terms of
global growth arose as an important contingency in the marketing strategy chang-
es and marketing performance of the INVs. In particular, the results suggest that
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whereas innovativeness is fostered by a proactive market orientation of the INV
and reflects an era of environmental turbulence, adaptation of marketing strate-

gies is understood by the global diversity and reactive market orientation of the

INV. Finally, a normative perspective on the contingency influences was adopted
in article D. The marketing performance of INVs appeared to depend on the stra-

tegic fit between the entrepreneurial marketing strategies of the INV, its global

growth phase and market orientation, and global diversity and market turbulence

of the environment.
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Figure 8. A contingency framework of international new venture development

5.3 Reflections on the contribution of the study

5.3.1 Theoretical contribution

The main contribution of this thesis is its advancement of a holistic understanding
of the INV phenomenon. Whereas previous INV research has often been rather

fragmented in nature, in this thesis specific perspectives were selected for exami-
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nation to contribute to a more holistic understanding of the INV phenomenon.
The thesis shows why and how the understanding of INVs is enhanced through
adopting a contingency approach. It elaborates on which are the important contin-
gencies that help to describe and understand the development of INVs. The study
forms a contingent understanding of INVs foremost on a descriptive level but also
on the normative level (article D) through a discussion of strategic fit in the crea-
tion of marketing performance in INVs.

This contribution is foremost addressed to the research field of IE, which has in
the literature been regarded as the home of INVs. First, the thesis offers a descrip-
tion of the internationalization development patterns of INVs by adopting a longi-
tudinal perspective, monitoring the development starting from the background of
foundation and proceeding from the early phase patterns until the subsequent de-
velopment of the firms. The study also illustrates the development of INVs in
terms of the global growth phase. The development of INVs after their early
phase has received limited attention and offering the understanding of later devel-
opment and growth of the INVs is an important contribution. Secondly, through
these different approaches, the thesis contributes to the literature of INVs and IE
by focusing beyond the global start-up or born global types of INVs and by elabo-
rating on the development and characteristics of many different types of INV
(Zahra 2005; Jones et al. 2011). Thirdly, the thesis is also one of the first to apply
and develop the INV-typology by Oviatt & McDougall (1994) within an empiri-
cal setting.

This study contributes also to the future development of the definition of INVs.
The findings will be of importance when the researchers consider the definition of
the phenomenon and the features that label INVs as distinct from other phenome-
na. In particular, the study suggests that the definition should incorporate the situ-
ational aspects and variety, and be contextual. It offers basis for including the
concepts of market distance (see Lopez et al. 2009), international experience,
gradual development (see Hashai & Almor 2004) and parallel strategic approach-
es in the future definition of INVs.

In addition to INV research, the thesis contributes to the wider field of IE by ex-
amining the premises held in the field concerning INVs, and by discussing IE in
the context of INVs, so highlighting the inconsistencies of IE in relation to these
firms as a research phenomenon in the field. Coviello, McDougall and Oviatt
(2011) point out that while INVs are a stream of research in IE, international
SMEs are a distinct phenomenon; SMEs may not incorporate entrepreneurship in
their behaviour in the manner intended in IE, and in INVs thereof. However, in
the light of the results of this thesis the generalizations on INVs as entrepreneurial
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actors are not quite justified. The results of the thesis evidence how INVs are a
multifaceted phenomenon with regard to their internationalization development
and strategic decision-making. Accordingly, the thesis offers some insights into
how such complexity sets challenges for the development of IE theory, given that
INVs are seen and approached as a subset or divisions within IE.

Indeed, although the research focus on INVs eventually gave rise to a new re-
search stream of IE, this thesis suggests that IE research has developed into a di-
rection that established these two issues — INVs and IE — as different and not nec-
essarily related phenomena. The IE research field is increasingly seen as a broad
one that simply integrates international business and entrepreneurship views in its
investigation of various research topics. Furthermore, the findings provided in this
thesis support the views of some scholars who have pointed out that INVs may
not be as distinct from other internationalizing firms as is assumed (Fan & Phan
2007; Lopez et al. 2009) and that they may be understood — at least partly — by
existing theories and thus may not merit a totally new theory (Madsen & Servais
1997). Early and accelerated internationalization behaviour of firms and the
emergence of INVs as a phenomenon has been suggested to offer room for new
theoretical approaches within international business research rather than the es-
tablishment of IE as a field distinct from international business (Mathews & Zan-
der 1997). In their review, Gamboa and Brouthers (2008) make a striking asser-
tion that “IE research merely replicates IB and international strategy research,
substituting smaller firms for larger ones” (p. 557). Interpreting the findings of
this thesis, it is evident that the extant literature in the field of IE has tended to fail
in actually integrating both fields of international business and entrepreneurship,
but rather leaned on either one of these core theories of IE (see Coviello & Jones
2004; Keupp & Gassmann 2009). This is a challenge which still needs to be re-
solved in order to establish IE as a separate and self-contained field of study. To
address this challenge, article C especially endeavours to provide basis for future
research to more fully integrate entrepreneurship and international business into
IE.

Notwithstanding the important contributions that IE can make to the understand-
ing of INVs, this thesis suggests that an important aspect for the advancement of
theory is to consider whether INVs should in future be rooted solely to IE theory
or instead be treated as a phenomenon which can be conceptually and methodo-
logically approached and understood from different theoretical perspectives and
disciplines. In order to move into this direction, the current thesis examines INV's
by integrating theory and concepts from three research traditions — international
business, entrepreneurship and marketing — and adopts a mixed method approach
to its enquiry. This interface approach generated new knowledge that can be uti-
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lized beyond INV and IE research, specifically in the extant literature on interna-
tionalization of firms, international marketing, entrepreneurial marketing and en-
trepreneurial behaviour of firms.

More precisely, taking an approach which integrates theoretical perspectives from
three research traditions can be regarded as a contribution beyond INV and IE
research in the following ways. The concept of international experience was stud-
ied in INVs by integrating international business literature with the entrepreneur-
ship and management research (article B). This contributed not only to INV and
IE research, but also to the internationalization theory literature. The focus on the
relationship between experience and INV internationalization development helps
to evaluate the explanatory power of internationalization process theories as well
the criticism of them in the literature. This is important in the further development
of'the INV and IE theories but it may also aid the further development of interna-
tionalization theories.

The results imply some explanatory power of the traditional models of interna-
tionalization (Johanson & Vahlne 1977; Johanson & Wiedersheim-Paul 1975)
and in so doing address the debate concerning the need for new theories to ex-
plain INVs (e.g. Oviatt & McDougall 1997). According to the Uppsala model,
exporting accumulates experience and knowledge of the foreign markets, culture
and language and reduces uncertainty, thus encouraging firms to advance along
their internationalization path (Johanson & Vahlne 1977). The decision-makers’
prior international experience in the industry and in the international tasks of oth-
er Finnish firms operating internationally can be considered comparable to expe-
rience as it has been conceptualized in the Uppsala model** for example (the ac-
cumulation of firm experience), except that it is conceptualized on a different lev-
el. The previous international experience of the entrepreneur and management
team can be seen as the process of experiential learning that takes place at the
level of the decision-makers and begins even before the establishment of the new
venture. Thus, this thesis indicates that utilization of some of the basic assump-
tions and concepts of the internationalization process theories, especially the
Uppsala model, seems a justifiable step for theory development in INVs and IE.
The results of the thesis concerning the market entry and operation mode devel-
opment in INVs also contribute knowledge about the explanatory power of the
stepwise pattern emphasized in the internationalization process theories. The re-
sults suggest that INV internationalization often occurs in stages as well; howev-
er, the speed of development should be incorporated into the internationalization

2 See Chapter 2.3.1
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process theories to more fully address the internationalization of different types of
firms, including IN'Vs.

The elaboration of proactiveness and reactiveness in INVs contributes to the INV
research as well as to the wider discussion of proactiveness and reactiveness in
IE, international business and entrepreneurship. It is hoped to add meaning to and
shed light on some of the earlier findings about the diverse and contradictory role
of proactiveness in INVs (e.g. Kuivalainen ef al. 2007), but also to highlight reac-
tiveness as an equally important concept in the INV theory. The examination of
proactiveness and reactiveness offers new knowledge to international business
and entrepreneurship literature by discussing what proactiveness and reactiveness
are at a more general level and by comparing the approaches taken in these two
streams to proactiveness and reactiveness. It is hoped this analysis will support
the ongoing theory development and especially the integration of international
business and entrepreneurship into IE. The results show that proactiveness and
reactiveness have been studied in many contexts and under a multitude of termi-
nology in these fields. They have been studied mainly as parts of other constructs,
such as strategic orientations (entrepreneurial orientation and market orientation),
motives for decision-making and triggers of or obstacles to behaviour, whereas
this study examined the concepts also as core phenomena reappearing in three
research fields.

Studying the entrepreneurial marketing in INVs contributed to the INV and IE
research, which has not yet provided an understanding of entrepreneurial market-
ing in INVs and of how these strategies develop. Given that innovativeness has
earlier been given a somewhat biased treatment in the INV literature (i.e. a view
focusing mainly on product/technology innovativeness), this thesis also offers
new knowledge about the versatile nature and role of innovativeness in INVs’
marketing strategies. This interface approach adopted to study the entrepreneurial
marketing in INVs also contributes to the marketing research, namely to the adap-
tation/standardization literature (Theodosiou & Leonidou 2003) and to the litera-
ture on entrepreneurial marketing (Morris et al. 2002). Furthermore, earlier litera-
ture has focused on marketing adaptation/standardization aspects and strategic fit
(Gabrielsson et al. 2012), whereas this thesis also discusses the strategic fit in
relation to marketing strategy innovativeness.

Finally, drawing on Patton (2002: 120), researchers in the field of IE suggest
adopting systems thinking to achieve a more holistic understanding of IE and
INVs (Coviello & Jones 2004). Yet, the contingency approach has rarely been
adopted in the studies of IE and INVs (see e.g. Keupp & Gassmann 2009; Jones
et al. 2011). Therefore this thesis and the findings regarding the important internal
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and external contingency elements in INV development make a theoretical con-
tribution to the extant research. The results support the conclusion that the IE re-
search is still at a rather early stage and it seems premature to pursue parsimony
in the theoretical frameworks or concepts (Bringberg & McGrath 1985). Instead,
the holistic understanding in the thesis is intended to contribute to the theory de-
velopment in INVs and IE.

5.3.2 Managerial and public policy contribution

This thesis applies both survey and case analysis of many different types of INVs,
including INVs that focus primarily to exporting in few or many countries as well
as those that conduct various operations in geographically focused area or even
globally. The thesis provides knowledge of INVs in the early stages of develop-
ment and the more established ones. Each of the articles has implications for
managers as well as public policy decision-making but also integrating the results
highlights some important practical implications.

The firms in the case study 1 (under scrutiny in articles A and B) varied greatly,
not only in terms their internationalization development but also in terms of their
financial performance. Looking at the highest performing INVs, some important
implications for managers as well as for public policy can be found. In terms of
the strategic decision-making, the foreign markets are in these firms based on
earlier contacts of the management and strategic considerations of the R&D and
marketing cooperation prospects. Although entry was regarded as strategic, it was
strongly influenced and enhanced by the international experience of the entrepre-
neur(s) and top management team. Indeed, the international experience especially
in other Finnish internationally operating firms in the similar industries is very
important in the emergence and development of INVs. Furthermore, the use of
partners is descriptive of these INVs, who leverage the resources of local distribu-
tors and brand label and OEM customers. The performance of INVs also seems to
depend on the ability to broaden the product offering through modifications to the
core product or technology and different optional adaptations.

Analysis of the four INVs in case study 2 (in article D) offers an important mana-
gerial contribution by discussing the decision-making and choices concerning
marketing strategies during not only initiation but also the further growth of
INVs. The results encourage INV managers to reckon in the conditions under
which the marketing strategies are employed. This entails that the entrepreneurial
marketing strategies of INVs need to be capable of change. The performance con-
sequences of innovativeness and adaptation of marketing strategies are condition-
al on the firm’s growth phase, but to achieve higher performance, entrepreneurial
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marketing strategies need to correspond to the level of turbulence and global di-
versity of the environment, as well as the firm’s market orientation too. The re-
sults suggest that INVs pursuing innovativeness should look beyond product and
technology innovativeness and consider novel approaches in defining and devel-
oping the value proposition, in co-creating marketing strategies and in using low-
cost marketing strategies. In light of the results, it is suggested that in adaptation
decisions an INV manager needs to acknowledge not only the country differ-
ences, but also the need to meet the adaptation requirements of major foreign cus-
tomers. Especially in the early phase, the acknowledgment of the adaptation re-
quirements of big international customers is crucial.

Overall, the results of the thesis suggest that governmental support organizations
need to take a more multifaceted approach to INVs. Firstly, INVs encompass
firms following different internationalization paths. Owing to the contextual and
situational forces and their intertwined influences on INV internationalization, it
is difficult to identify INVs based on some predetermined set of criteria, such as
innovative technology or originality of the business idea. On the contrary, the
potential of an INV needs to be considered from a more holistic and contextual
perspective. While results suggest that in general the faster internationalization
requires highly internationally experienced managers, the growth and perfor-
mance of INVs depends on the strategic fit between the contextual factors and
these viewpoints should be taken into account when targeting the support.

Turning to why INVs internationalize in the first place, the subsidies received for
export operations seem less relevant triggers for INVs. This might be related to
the inappropriateness of the support in relation to the needs of INVs. The variety
of INVs in terms of their entry and expansion operations calls for more versatile
assistance from the government. In terms of government policy and decision-
making, the findings of article D prompt the conclusion that support mechanisms
need to move from their current product- and technology-centred focus and inno-
vation-based programmes to more holistic support for developing marketing
strategies in the course of the growth of INVs. Especially at the early phase, it is
important that the innovativeness is pursued in several elements of marketing
strategies. In addition to innovativeness, the management of marketing strategy
adaptation/standardization becomes an important issue in the support of INV
growth. Overall, the results of this thesis should encourage public policy decision-
makers to acknowledge that the development, growth and performance of INVs is
contingent on many issues in parallel.
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5.4  On the quality assessment of the study

The quality of research can be evaluated by a number of means and criteria. The
purpose of the study, the philosophical orientation underlying the enquiry as well
as the methodologies used are all important aspects when one considers the quali-
ty and which means and criteria to emphasize in the evaluation. The empirical
methodologies used in this thesis are case studies and a survey study, with the
former being in a more central role, as it has been used in three of the articles to
shed light on all of the four research questions of the thesis. Rather than repre-
senting the pursuit of subjective and interpretive pictures of the empirical world,
the use of both qualitative and quantitative methodologies was more or less guid-
ed by reality-oriented thinking, especially by the critical realism and post-
positivist approach. This scientific philosophical standpoint of the thesis encour-
ages use of the traditional evaluation criteria such as validity, reliability and ob-
jectivity (Patton 2002: 93).

However, it is important to acknowledge that the traditional concepts of validity
and reliability originate not only from positivistic thinking but also from quantita-
tive research. Indeed, some researchers claim that they are not applicable or even
relevant in qualitative research and therefore suggest other alternatives for evalua-
tion (see discussion in e.g. Creswell 2007: 201-221; Sinkovics et al. 2008). Yet,
many of these alternative criteria, such as credibility, transferability, dependabil-
ity and confirmability reflect validity issues more suitable for qualitative research
following a subjective orientation and constructive paradigm (Creswell & Miller
2000). Overall, although these other criteria are gaining in importance among
qualitative researchers following such approaches, in the midst of many research-
ers validity and reliability have remained important and they are accepted as ap-
propriate for qualitative studies too, especially case studies (Yin 2003). Following
this tradition, the quality of the present thesis and its different methodologies is
evaluated by emphasizing these two concepts. However, the underlying differ-
ences in the meaning of validity and reliability between survey and case study
method are acknowledged. In relation to this, Healy and Perry (2000) offer a par-
ticularly insightful discussion on validity and reliability in reality-oriented and
post-positivistic case studies and they might be relevant to consider in this type of
international entrepreneurship research as well (Soderqvist 2011). From these
foundations, I will now evaluate the quality of the thesis and methods used. A
greater emphasis is on assessing the case studies, as they can be seen to comprise
the main empirical method, indicated by their use in three of the articles. Howev-
er, the survey study quality is also discussed and finally the quality of the whole
research process too.
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Reliability. Both validity and reliability can be approached from the points of
view of the method and of the conclusions driven from the results. The reliability
of a study has traditionally been assessed by the consistency and stability of the
methods and results, indicated by whether another researcher could arrive at the
same results and conclusions if the study is repeated in a similar setting and fol-
lowing the same procedure. Reliability in quantitative survey studies refers espe-
cially to repeatability and internal consistency (Metsdmuuronen 2006: 64). It is
often discussed in terms of random error and there are different procedures avail-
able to evaluate it. In this thesis, seven individual variables were used to measure
international experience and one additional variable measured the impact of inter-
national experience in the decision to internationalize.”> Using many variables to
measure international experience is efficient in reducing random error and can
thus be considered to improve the reliability of the measurement. The variables
were based on earlier literature and can be regarded to reflect international expe-
rience as they were intended to. Nevertheless, even more variables could have
been used to capture international experience and for example different interna-
tional experience types could have been measured by using multi-item scales (see
a study of large MNCs by Athanassiou & Nigh 2002). However, this would have
made the questionnaire (which also covered other concepts) too lengthy and could
have had a negative influence on the response rate.

Some researchers stress that the concept of reliability is especially problematic in
qualitative studies and also in case studies. Applying the traditional parameters of
reliability testing for a case study would mean that studying the same case again
with the same methods would yield the same findings as in the original study.
Such a result would be extremely difficult to establish. The very feature of case
studies is their ability to reveal something in a context. Each case is unique and
has its own, continuously changing context as well, so would it not be impossible
to repeat the same case study? The reliability of post-positivistic case studies
could be evaluated more appropriately by their methodological trustworthiness,
that is, by the extent to which the research can be audited and appears trustworthy
(Healy & Perry 2000). A relevant aspect of trustworthiness is the creation of a
case study database (see discussion below). To increase trustworthiness, the
study’s Chapter 3 (and the articles) also reports the procedures of how the cases
were selected, how the data collection was designed and how the interview and
other data were collected. The interviews were conducted following interview
guidelines that specified the themes and questions to be covered. As the case

23 . . . .
The questionnaire is available upon request.
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study data collection (especially interviews) was mostly my responsibility, the
risk that for example the interviews were conducted differently than intended in
the design was minimized. Finally, to improve the transparency of analysis, the
articles also include detailed data on the cases and, especially in article D, quota-
tions from the interviews are used. These elements in the research process are
considered important in minimizing the bias and errors and thereby improve the
case study reliability in its more traditional meaning (Yin 2003).

Validity. Validity refers to whether the methods used really ‘measure’ what they
are intended to and whether the results received are about what they should be
and warrant the conclusions made. However, validity can also be understood in a
broader sense when evaluating the research process (Brinberg & McGrath 1985).

In quantitative survey research, validity is often divided into internal and external
validity (Metsamuuronen 2006: 55). The validity of self-reported measures indi-
cates a limitation to validity in general. Yet, the validity of surveys is often evalu-
ated by focusing on the measures and operationalization of concepts. The ques-
tionnaire used in article B was developed as a part of a larger research project. As
a project researcher, I was involved in the identification of applicable instruments
from previous studies as well as in developing new ones. The members of the
project team contributed their experience on quantitative research in international
business and the questionnaire was developed in close cooperation with the team.
All the concepts were operationalized based on earlier literature and previously-
tested measures were used when available and considered appropriate. It was,
however, deemed necessary to develop a new set of measures for international
experience by modifying items from previous research (such as Bloodgood et al.
1996; Burgel & Murray 2000; Harveston et al. 2000; Reuber & Fischer 1997).
Previous studies that included measurements of international experience were
often conducted in different research contexts and so were not applicable as such.
In addition, the insights from the studies that focused on experience without the
‘international’ component were deemed important in the development of the vari-
ables and analysis methods in this thesis (Reuber & Fischer 1994; 1999). Overall,
since the items used in this thesis were developed on the basis of a thorough liter-
ature review, their content validity should be considered good (Metsdmuuronen
2006: 64).

Validity in case studies can be evaluated in different ways. Guba and Lincoln
(1998) point out external validity (generalizability) and internal validity (isomor-
phism of findings) in the evaluation of post-positivistic qualitative research in
general, but Yin (2003) also emphasizes the importance of construct validity in
case studies. Construct validity refers to how the data collected measures the con-
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struct being focused on. Construct validity of case studies can be enhanced by
data triangulation, by use of prior theory and by establishing a chain of evidence
(Yin 2003; Healy & Perry 2000).

The issue of construct validity was addressed by collecting the case study data
from multiple sources to make the evidence comprehensive (data triangulation).
The data were collected through interviews, documents, and survey data and from
earlier case study databases (concerning two firms in case study 1 and one firm in
case study 2). The data collection was preceded by a period of familiarization
with prior literature and theory on the subject. The case study data was collected
using thematic interview guides that were prepared on the basis of my (and my
co-authors’) theoretical exploration and knowledge of the subject in question.*
Before this research endeavour, I had also already completed a Master’s thesis
focusing on INVs and was thereby familiar with the topic. For some concepts, a
more deductive approach was adopted and the interviews were guided by more
theory-driven questions, even including questions with ready response options
(especially in case study 1). As an example, at the time of enquiry for case study
1, the integration of both open and fixed-response questions was considered ap-
propriate to acquire knowledge of the different INV types that was comprehen-
sive but also comparable. This was in part a response to the dialogue in the field
about the conflicting definitions and operationalizations of INVs, both of which
had caused problems in comparing the studies of different researchers and so hin-
dered the advance of knowledge in the IE field.

Construct validity was also addressed using theory when drawing conclusions,
that is, the interpretation of data was conducted by integrating results with theo-
retical concepts and developing conceptual categorizations in interplay with pre-
vious research. In article D, quotations from the interviews were used as the evi-
dence of analysis and interpretation and to illustrate the link to the theoretical
concepts adopted. While conducting the case analysis, the informants were invit-
ed to review the reports made on their respective firms. This procedure was fol-
lowed whenever possible (i.e. with each case firm in case study 2 and a majority
of those in case study 1). The feedback received was then taken into account in
the interpretation of cross-case results and in finalizing the theoretical conclu-
sions. Finally, to maintain the chain of evidence, the interview transcriptions and
other case study data (such as single case reports, documentary data and NVivo-
reports) was captured on a database as well.

24 . . .
The interview forms are available upon request.
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As the case studies were also used to study causal relationships and influence
mechanisms, it is important to evaluate the internal validity (Yin 2003). That is
about the ability to prove the legitimacy of claims about causal relationships. The
use of pattern matching in the analysis of single-case and cross-case data is in-
tended to increase the internal validity in this thesis. In case study 2, the analysis
was conducted following the principles of explanation building, which is a specif-
ic form of pattern matching stated by Yin (2003). In relation to this, the multiple
case studies also built on replication logic and aimed to reveal generative ele-
ments that function as influence mechanisms behind INV development. This was
pursued particularly by describing the cases in their context and by analysing the
contingency nature of the relationships between the concepts. These ‘tactics’ of
using replication and a focus on describing the context address the internal validi-
ty (or contingent validity) in a manner more appropriate to the research orienta-
tion in question (Healy & Perry 2000). It was considered neither possible nor de-
sirable here to pursue internal validity as understood in the positivism.

In case study research, external validity refers to the generalizability of the results
beyond the immediate case study (Yin 2003). Considering the external validity,
multiple case studies are considered more compelling and robust than single case
studies (Yin 2003:46). However, case studies are not conducted to generalize to
other cases or to achieve statistical generalization. Instead, they may provide ana-
lytic generalization in that the findings can be generalized to some theory (Ibid).
A particularly important aspect here is the logic of replication. The cases in the
thesis were also selected considering their potential for literal or theoretical repli-
cation. While Healy & Perry (2000) consider replication to provide contingent
validity, they emphasize that external validity of case studies in terms of analytic
generalization should be understood by the quality of theory building (not theory
testing). The case studies in this thesis have not aimed so much to test but to de-
velop theory on INVs. The cases are not representative in the traditional meaning
of representativeness, but they illustrate theoretical relationships and, by using
multiple cases, these theoretical relationships were replicated to see how they
manifest themselves in each case. With the interplay of theoretical concepts, the
case studies are used to explain why some characteristics or relationships mani-
fest similarly in some case INVs (literal replication) and why they appear differ-
ently in other cases (theoretical replication) (see especially article D). Further-
more, the cases were not used to generalize how contingency factors influence
INV development, but to develop theory by illustrating which contingency factors
interact to determine INV development and how they do so in a given situation of
these particular cases. The resulting illustration can be used in a wider theoretical
discussion on the elements that make up INV development. However, these con-
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tingency elements manifest differently in firms and the theoretical assertions are
best left for later testing in other case studies and on wider samples.

As discussed in Section 1.3, Bringberg and McGrath (1985) stress that the validi-
ty of a research process should be based on different criteria depending on which
of the three stages the research resides in. Considering the validity of this research
in light of their discussion, special attention should be paid to the value and worth
of the research subject, the importance and usefulness of the research. The study
was driven by an empirical phenomenon of interest, not by concepts or methods.
In this kind of substantive-driven research process the validity is based especially
on the well-being and effectiveness of the system, on the cost/benefit aspects and
feasibility of the research. How important is this study in the bigger picture of
theory development or for the Finnish economy and firms? As discussed in the
Introduction chapter, international competitiveness and growth entrepreneurship
are central aims of the government’s economic policy. Hence, the discussion of
the theoretical contribution and of the managerial and public policy implications
is intended to reflect the importance of this topic and the findings on a general
level. In particular, the holistic understanding of the INV phenomenon pursued in
this study increases its value as intended in the substantive-driven research. The
validity of the actual empirical studies conducted in the article should be evaluat-
ed also by the correspondence or fit between the elements and relations selected
from each of the domain. In other words, how do the selected concepts and meth-
ods fit with the research purpose and the phenomenon of INVs being studied?
First, as a theoretical orientation, the systems thinking and the contingency ap-
proach can be regarded as particularly valid for establishing the holistic under-
standing this thesis aims to provide (Patton 2002: 120). Secondly, the concepts of
experience, proactiveness and reactiveness, innovativeness and adaptation, as
well as the focus on development and growth, are all regarded as corresponding to
the variety, dynamism and contextual features examined in the INV phenomenon.
Third, advantages of using mixed methods in this thesis include that the use of a
survey study and case studies to answer research question (ii) resulted in both
broad and deep knowledge of experience and provided opportunity for divergent
aspects of the same, potentially multifaceted phenomenon (Teddlie & Tashakkori
2003: 16).

The concepts of triangulation (or convergence) and replication are treated as a
source of research robustness and considered important validity criteria for re-
search that has advanced beyond the early stages (Brinberg & McGrath 1985).
Thus, the triangulation and replication procedures in this thesis should be evaluat-
ed in relation to the fact that the study was still about searching out the concepts,
elements and relations that are relevant in the depiction of INV development. In
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future research, these should be validated by even more comprehensive triangula-
tion and replication methods. In the substantive domain this idea of triangulation
should be understood so that the findings of any study are limited to the samples
that have been studied — thus, researchers should triangulate the findings across
different facets, such as different set of INVs, study contexts or methods.

However, in line with post-positivist thinking, in this thesis the validity is regard-
ed as being enhanced through triangulation (Creswell & Miller 2000). According
to Denzin (1978, cited in Patton 2002: 247), there are four possible types of trian-
gulation: theory and interdisciplinary triangulation, methodological triangulation,
data triangulation or investigator triangulation. Taking an interface approach to
studying the phenomenon indicated that instead of examining a single theory, the
research questions have been studied through several theoretical lenses, that is
through theoretical concepts drawn from entrepreneurship, international business
and marketing. Method and data triangulation, i.e. the use of mixed methods and
several datasets are relevant sources of validity for this research process as well.
As described earlier in this chapter, the main purpose and research questions were
approached using more than one method and drawing on the data from multiple
case studies, a survey and a conceptual study. Also, the co-authored studies (arti-
cle A, C and D) allowed for the use of investigator triangulation. Whereas in the
conceptual study (article C), the investigator triangulation was reflected through-
out the study, in articles A and D this particularly concerns the interpretation of
the results, where both authors were involved.

5.5 Limitations and suggestions for future research

Acknowledgement of the limitations of a scientific inquiry is relevant as any re-
searcher will have to choose the focus within a subject or method. This study is
not without limitation either and the important theoretical, methodological and
empirical limitations of this thesis will be discussed next. These limitations also
highlight some possible areas for future research.

The research questions (i) and (iv) were studied through case study approach
alone, whereas research question (ii) was also approached through the survey data
and research question (iii) through a conceptual study and secondarily through the
case and survey study. Empirical data that is based on a purposeful and theoretical
sampling of cases does not allow statistical generalization across other cases. The
results are limited to the cases studied. However, the multiple case studies applied
theory in an abductive manner to produce findings and followed replication logic.
The findings were thus intended to develop theory through analytical generaliza-
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tion (Yin 2003). Yet, the amount and quality of replications is still open to criti-
cism. Also the fact that this thesis entailed investigation of case INVs drawn from
various manufacturing sectors can be considered as a limitation as well, but in the
present research setting it was considered important to allow for industry varia-
tion in order to address the overall research purpose. Yet, whereas the survey
study did include service firms, the service sector was not represented in the case
studies. Overall, future INV research should devote more attention to the particu-
larities of the phenomenon in the service sector.

Another important limitation is the fact that the enquiry as to the development of
the INVs was not based on such a longitudinal setting that would permit the cases
to be studied systematically at several points in time during their evolution since
inception. While such a line of enquiry would have especially suited single case
studies, it was considered too resource-demanding in multiple case studies. It
would have also become rather overwhelming to do comparative analysis of such
longitudinal data. Instead, the study relied on retrospective data. Also the context
in which the empirical research was conducted should be regarded as a limitation.
All the empirical data is from INVs originating in Finland. Therefore, when inter-
preting the contribution of the results, the specific nature of this context must be
taken into account. The results are perhaps more valid in small and open econo-
mies than other types.

The thesis is also limited by the orientation that has underlain the enquiry. In oth-
er words, the thesis could have arrived at different conclusions if the research
questions were approached from more subjective, interpretive and constructive
standpoints. However, at the time such approaches were not regarded as appropri-
ate for this research. In the future, research especially around the concepts of ex-
perience, proactiveness and reactiveness could gain significant insights by adopt-
ing a different type of orientation.

In theoretical terms, at least the following limitations are relevant. Firstly, in ana-
lysing the development of INVs, the focus is on the strategic, not operational lev-
el. Secondly, the undoubtedly broad concepts of proactiveness, reactiveness, in-
novativeness and adaptation are studied in this thesis by focusing on their mani-
festation in elements of a strategic approach or behaviour. Limiting the focus on
proactiveness and innovativeness as proxies of entrepreneurial behaviour and
strategic decision-making can be subject to criticism too and future research
should study further the entrepreneurship in INVs. However, drawn together, the
findings on proactiveness and innovativeness can be seen to provide some in-
sights into two dominant streams in the entrepreneurship literature as in some
studies proactiveness has been associated with Kirznerian entrepreneurial oriented
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behaviour while innovativeness has been linked to Schumpeterian view of entre-
preneurship (Sundqvist et al. 2012).

The contingency factors elaborated upon in this study are not intended to be com-
prehensive but reflect those issues considered most relevant on the basis of the
results. Furthermore, the contingency relationships were discussed particularly at
the descriptive level, whereas a more limited focus was given to the normative
approach. The normative aspect to contingency approach in INVs was adopted
especially in article D, which discussed the role of strategic fit with the perfor-
mance of INVs. Furthermore, the analysis of performance was limited to the mar-
keting performance of the INVs. However, the speed of internationalization and
share of exports have in some studies also been regarded as proxies for (export)
performance, suggesting that other parts of this thesis shed light on the contingen-
cy relationships in the performance of different types of INVs too. Finally,
whereas this thesis succeeded in identifying relevant contingency factors, the ex-
amination of the interaction and parallel variation between these is less compre-
hensive.

While each article includes a discussion focusing on future research, the remain-
ing part of this chapter concerns itself especially with the future research avenues
opened by the thesis on a more general level. As already illustrated by the limita-
tions discussed above, this thesis offers several such avenues.

The thesis provides an integrative theoretical framework of INV development in
the light of the contingency approach. It is hoped that future research might inves-
tigate the relationships proposed in the framework further. Certain contingency
factors were identified as important in the INVs studied, but theoretical sophisti-
cation would require validation of the findings in other contexts (such as other
countries) and in larger samples of INVs. Future research could move this re-
search on to the next stage by also researching the interaction between the contin-
gency factors of the framework further. As an example the interaction between
international experience and market orientation or between international experi-
ence and entrepreneurial marketing strategies in INVs deserves further attention,
as they were not studied together in this thesis.

For contingency approach studies, both qualitative and quantitative approaches
may be beneficial. The qualitative approaches are appropriate to identify and ex-
plore potential contingency elements and their complex interactions (Patton 2002:
120); however, there are also advanced quantitative methods available for re-
searching the interaction and strategic fit between dependent, independent, medi-
ating and moderating factors (Venkatraman 1989b). The framework entails fac-
tors that have attracted interest earlier in the management and international busi-
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ness research and for many of them the operationalization can be built on the ba-
sis of previous research. However, the operationalization of the entrepreneurial
marketing concept in particular deserves further attention. The framework pro-
poses contingency factors to be considered of consequence to the internationaliza-
tion development of INVs on the one hand and to the marketing strategy devel-
opment and performance on the other. This integrative framework can be tested
with empirical data in its entirety but future research could also benefit from fo-
cusing on selected relationships in the framework. Future research could also ex-
amine the strategic fit in relation to performance measures other than marketing
performance and in relation to overall profitability.

With regard to theory development, future research could commit to developing
the INV definition further. The results suggest that the definition of INVs should
be more sophisticated in order to illustrate the variety of INV firms identified in
this study. In particular, the thesis suggests that the future definition of INV con-
cept should be contextual. Furthermore, this thesis contemplated whether and how
entrepreneurship and international business fields are integrated into the theoreti-
cal frameworks of [E when it comes to the aspects of proactiveness and reactive-
ness. There are also other common concepts in the two background fields, such as
innovation (see Jones & Coviello 2005) and risk. Future researchers could exam-
ine the degree to which the IE research has succeeded in integrating the approach-
es to risk-taking prevailing in internationalization and entrepreneurship literature
for example. These types of steps are likely to unify and enhance the value of IE
in the future as well as clarify how INVs relate to this interesting research field.
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SUMMARY. Different from the earlier research with its tendency towards a rather homogenous
view on International New Ventures (INVs), the contribution of this study is the identification
and understanding of the possible variety among INVs. The study aims at exploring the follow-
ing: (1) Are INVs different from one another in terms of their international development? and (2) If
they are, how and why are the differences manifested in these firms? The pioneering INV-framework
by Oviatt and McDougall (1994) is applied, accompanied by a long-term perspective on their devel-
opment and inclusion of several factors as possible agents of the differences. Based on the analysis of
eight INVs, the results highlight the importance of the founding conditions, the internationaliza-
tion motives and the international experience of the founding managers on the INV’s develop-
ment in the early phase. Both initial and subsequent development of the INVs varied with regard
to geographical breadth and type of operations abroad, and the results call for a framework that
goes beyond typological categorization and includes various situational factors. The implications
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38 Contemporary Euromarketing: Entry and
(OECD, 1997; Moen, 2002). The first refer- Followed by the vastincrease of research
ence to the concept of ““ born global” was madeon these young, international enterprises
by McKinsey and Co. (1993) but a few refer- (Rialp et al., 2005), also a research stream
ences to rapid internationalization were earlier named international entrepreneurship has
made. While these mainly referred to e x ¢ e emerged (positioned somewhere between in-

t i eninternational development among firms ternational business and entrepreneurship)
with for example high-tech, narrow niche or (Dana, Etemad & Wright, 1999; Oviatt &

differentiation focus (Hedlund & Kverneland, McDougall, 2000). Earlier research has taken
1985; Bonaccorsi, 1992), the overall reduction different approaches, from which the most

of the time-lag from the start-up of the firm to
the start of export activity was clearly evi-
denced among Danish SMEs in the late 80s
(Christensen, 1991). The firms confronted
with the phenomenon of accelerated interna-
tionalization have been termed ““ born globals”
(Rennie, 1993;
1994), “ global start-ups”
1995) and “ infant multinationals”
1991). While the literature on these firms is in-
creasing fast, the variety of the terms and the
inconsistency of the definitions employed are
strongly present in the research (see the con-
ceptual and methodological discussion by
Coviello and Jones, 2004;
Peltomd ki, 2004). In many instances, the
high-technology character of the phenomenon
was stressed (cf. concept high-technology
start-ups), but researchers have identified in-
creasing evidence of the phenomenon also in
other industries (Madsen & Servais, 1997;
Rialp, Rialp & Knight, 2005). In this study,
the concept of international new ventures
(INV5s) is adopted to refer to firms character-
ized by early internationalization of business,
with no industry limitations.

Several trends may be identified in the busi-
ness environment as triggers for the phenome-
non and new ways of internationalization among
firms established after 1990s (see Knight &
Cavusgil, 1996; Knight, 1997; Madsen

Servais, 1997; Shrader, Oviatt & McDougall,

2000).! In combination with these triggers, the
inherent advantages of small firms (such as
faster decision-making, quicker response time,
adaptability and flexibility) increase the possi-
bilities of internationalization among new,
small firms. This type of development clearly
calls for research, since creating an under-
standing of the firms confronted with the phe-
nomenon, their economic role and of how to
relate to them is of increasing importance.

Knight & Cavusgil, 1996),
international new ventures” (Oviatt & McDougallthese as a homogenous group different only
(Oviatt & McDougallfrom the domestic or gradually international-
(Lindgvistizing firms. Consequently, this paper is fo-

and Hurmerinta-

general have been either to explore and ex-
plain the rational behind domestic versus in-
ternational new ventures or to research the
INVs in relation to traditional, gradually inter-
nationalizing firms (often larger firms). How-
ever, more research is needed to analyze the
different types of INVs rather than to treat

cused on exploring two research questions:
(1) Are INVs different from one another in
terms of their international development of
operations? and (2) If they are, how and why
are the differences manifested in these firms?
Oviatt and McDougall’s (1994) typological INV-
framework serves as the basis for the analyti-
cal apparatus of the present research because
it offers an appropriate starting point for the
analysis of differences in this firm context.
In order to understand the reasons behind pos-
sible differences, the features related to the
founding conditions, initial internationaliza-
tion motives, the early entrepreneurial and
managerial characteristics as well as the core
competencies of the ventures will be analyzed.
The empirical analysis is based on eight illustra-
tive cases of Finnish-based INVs. The contribu-
tion of the study is based on the identification
and understanding of the variety among INV's
as well as on the empirical application and de-
&elopment of the INV-framework by Oviatt
and McDougall (1994). Despite their work be-
ing one of the pioneering and most cited ones
in the INV and international entrepreneurship
literature, it has rarely been applied to an em-
pirical analysis. The application of the frame-
work is accompanied by a dynamic, long-term
view by analyzing the aspects of background
characteristics of the foundation, the early-
phase and subsequent international develop-
ment of the firms. In the following, the article
presents the theoretical background for the

C
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study, the method and results of the empirical s al e of out put s i’n (pd9).i

analysis. The article concludes with a discus-
sion of the findings in terms of their theoretical
and managerial implications.

THEO RETI CAL B ACK G RO UND

Typol ogi cal a pApthe samec
time with significant opposition to the use of
types and classifications in methodological
and ideological discussion, different typologi-
cal approaches have characterized a consider-
able part of the history of social sciences,
including business studies (Tiryakian, 1968).
Examples in business strategy literature are
that of Porter’s (1980) typology on generic
strategies and Miles and Snow’s (1978)
typology on strategic orientations/business unit
strategies. Similarly, examples of typologies
that emerged in international business litera-
ture are the Perlmutter’s (1969) typology on
overseas marketing orientations and Bartlett
and Ghoshal’s (1991) organizational typology
on organization forms of international busi-
ness. While the risk of general modeling re-
sides in the tendency to leave marginal firms
and disparities aside, the relevance of typologies
in the depiction of business phenomena is ar-
guable taking account their significance in the
literature. In the INV-context, few typological
approaches may be identified (Madsen, Ras-
mussen & Servais, 2000; Servais & Rasmus-
sen, 2000; Bell, McNaughton & Young, 2001;
Knight & Cavusgil, 2005). In the present study
the approach by Oviatt and McDougall (1994)
is applied for its appropriateness of the obj ec-
tives of this study and significance as a pio-
neering study in the field. The typologies
introduced in later studies? do not comprehen-
sively elaborate the understanding of INVs as
a heterogeneous group of firms.

Early INV-framework by Oviatt and
McDougall (1994) presents an alternative ex-
planation to firm internationalization in the
situation where technology, specific industry
environments and firm capabilities contribute
to a faster internationalization. The framework
applies a multidimensional definition of INV
as“a business organi za
tion, seeks to derive

The underlying view is value added, not assets
owned. In integrating two research streams,
entrepreneurship and international business,
the authors fused very different research inter-
ests . . . Oviatt’s interest in transaction cost the-
ory and organizational risk and McDougall’s
background in strategic management, new
kentured M entrepreneurship (Oviatt &
McDougall, 2005a). The authors name four
necessary and sufficient elements for sustain-
able INVs but conclude that these elements
manifest in the firms in different ways as indi-
cated by the four types of INVs (see Figure 1).
The first element of sustainable INV,i n ¢
nal i zation of serplaias ther ¢
formation of all organizations; organizations
form within market imperfections. The second
element, r el i ance on alt er
s t r u distinguishes the economic transac-
tions of new ventures from those of other or-
ganizations. Since new ventures typically have
limited resources to control assets by owner-
ship, they have to take greater advantage of
other ways of controlling such as licensing,
franchising or even networking. While this
may strengthen the focus on key competen-
cies, it also brings along the risk of leakage. To
separate an INV from the domestic counter-
part, the authors introduce a third parameter,
t he existence of foria
transferring resources across national borders.
The most probable alternative for INVs to
overcome the disadvantages brought by trade
barriers as well as the lack of knowledge of the
language, laws and practices and to have an
advantage over local firms is the possession of
tacit knowledge. Due to advances in commu-
nication technology, knowledge can be trans-
ferred and reproduced easily and with a
minimal marginal cost across countries (cf.
the importance of knowledge-intensive indus-
tries in the research of INVs). Finally, com-
petitive advantage throughu n i q u e r
differentiates a sustainable from the short-
lived INV. Again, knowledge as a source of
competitive advantage is emphasized. This
may encounter challenges for sustainability
due to the easy dissemination of knowledge
and INY nmightaely on patentsrar copyrighty
focus @n the type ofkmowledge wathrimperfiect

~.

advant age fromt he us amitability ésuclvagimanagensenustyle), or witie
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FIGURE 1. Types of International

Euromarketing:

Entry and

New V entures (Oviatt & McDougall, 1994:

New international market makers

Few Activities C oordinated Ex port/Import Multinational
Across C ountries Start-Up Trader
(Primarily L ogistics)

C oordination of V alue

C hain A ctivities
Many Activities C oordinated Start-U Start-Up
Across C ountries art-Up

Few Many

From “ Toward a Theory of International New V entures”
25(1),

lize the network structure with high personal
relations contributing to internal control of
risk.

Based on the manifestation of above ele-
ments, Oviatt and McDougall (1994) formu-
late four INV types which differ from one
another in terms of geographical scope of
business and coordination of value chain ac-
tivities (based on Porter, 1980). Ne w i n t
t i onal ma r kre ttadwiend firmss
concentrating their international activities pri-
marily on exporting or importing either in few

p.59. Copyright 1994 by the Academy of International Business.

Number of C ountries | nvolved

b y B.M. Oviatt and P.P. McDougall, 19®#nal of International Business Studies
Reprinted with permission of Palgrave Macmillan.

tion are highly coordinated across different
nations. The tacit knowledge involved in the
coordination and its difficult imitation may
contribute to a competitive advantage over
rivals. GI o b a | s canuclearly ba ghay-
acterized as ““ born global.”
actively utilize the market opportunities to
acquire resources and sell products globally.
d'heynare dikely to be the most sustainable,
since they gain competitive advantage by a
combination of highly inimitable resources,
by coordinating multiple business activities

(e x port /i mpamultiplecoantri¢s - acrpss bprders usually through close network

mul t i nat i o Whereastthein kby
value chain activities (i.e., inbound and out-
bound logistics) tend to be internalized, other
activities usually rely on alternative gover-
nance structures with the direct investments
being minimized. Their location advantage
lies in discovering resource and market price
imbalances between countries, and sustainability
in the ability to act on emerging opportunities
as well as in knowledge of markets and suppli-

ralkiajces.

After the pioneering study, Oviatt and
McDougall have published several articles in
the INV and international entrepreneurship re-
search, but so far they have not empirically ap-
plied the framework. Their later findings imply
that the use of licensing and network alliances
may be less common than expected (Shrader

C

These firms pro-

et al., 2000; Shrader, 2001), as well as that the

role of the founder deserves more attention in

erssGe o graphi cal | ywypiaally utheaedearch of INVs (@vpatt & McDougall,

focus on serving a special need of narrow cus-
tomer group located in a particular part of the
world. In the geographical area in question,
the value chain activities such as technology
development, human resources and produc-

1995). Finally, striving to be more consistent
with the emphasis of the entrepreneurship dis-
cipline on opportunity recognition, the recent
definition of international entrepreneurship by
Oviatt and McDougall (2005b) goes beyond



Acta Wasaensia 119

Johanna Hall bidck and Jor ma La®ilm

new venture internationalization by interpret- likely to determine different traj ectories of the

ing it in terms of *“ discovery, enactment, evalu-
ation, and exploitation of opportunities—across
national borders—to create future goods and
services.”

A rapidly developing research trend began
to rise around the phenomenon of accelerated
internationalization after the mid 1990s (see
Rialp et al., 2005). In spite of the emphasis on
the variety of INVs in the pioneering frame-

work as well as a few other studies, the maj or-

ity of later inquiries have often treated INVs as
more homogenous group in identifying their
key characteristics in individual, organizational
and environment/industry-level. While the
framework of Oviatt and McDougall is concep-
tualized at the firm-level, the later studies have
stressed the role of the entrepreneur and man-
agement team for explaining INVs (as will be
discussed below). In their recent framework,
for example, Jones and Coviello (2005) add
the individual-level (entrepreneur) as a vari-
able that influences the behavior and the
internationalization process of INVs. Earlier
research has placed only little attention to the
wider understanding of the founding condi-
tions of the new ventures as possible explana-
tion behind internationalization.
Founding crefer tbisituatienal
factors in the founding phase and the first op-
erational years of the business, i.e., to the
background of the business idea, the interna-
tionalization rate of the industry, as well as the
state of development and knowledge- and
technology intensity of the industry. Addi-
tionally, the characteristics of the founders
and the early management are important inter-
nal conditions at the founding phase. In prior
research, some implications of the founding
phase entrepreneurial team, the resources and
the technology for new venture survival in
general have been reported (see, e.g., Aspelund,

Berg-Utby & Skj evdal, 2005). However, ear-

lier research has placed minor attention on
these conditions in the context of new venture
internationalization.

Regarding the business idea for the new
venture, different alternatives may be identi-
fied (cf. the different entry wedges by Vesper,
1990). Business ideas stemming from innova-

tion, R&D proj ect, franchising, management-

buyout or bankrupt of former employer are

venture development. Similarly, the venture
established in an industry characterized by in-
ternational-level networks and high interna-
tionalization rate may develop differently from
the one established in an industry with more
local networks in inward and outward opera-
tions. Also ventures entering competition in a
different state of the industry development (at
its introduction, growth, maturity or decline
phase) have different kind of business envi-
ronments to cope with. Finally, the technol-
ogy-level and knowledge-intensity of the
industry may impose different types of inter-
nationalization paths. Vast maj ority of INV
research has focused on the high-technology
and knowledge-intensive fields, often assum-
ing a stronger link between the phenomenon
and these particular industries (e.g., Burgel &
Murray, 2000; Coviello & Munro, 1995, 1997,
Crick & Jones, 2000;
1991). However, a growing number of later
studies concentrated on other industries or had
no industry limitations at all (e.g., Knight,

2000; Larimo & Pulkkinen, 2002; Madsen é

Servais, 1997, Moen, 2002) and the results
imply the increase of INVs both in manu-
facturing and service industries (Larimo &

s Pulkkinen, 2002), as well as in industries of

both high and low knowledge-intensity (Knight,
Bell & McNaughton, 2001). Little attention
was paid so far to understanding the findings
of these analyses. Going further on situational
conditions, in the context of start-up growth,
the results on metal-based manufacturing and
business service SMEs suggest that the high-
growth firms differ from the low-growth firms
in their motivations for start-up (Littunen &
Tohmo, 2003). Internationalization can be seen
a strategy for firm growth and the firms pursu-
ing rapid international growth may be expected
to differ from local new ventures in their moti-
vations regarding start-up establishment as well
as internationalization.
Entrepreneur (s ) and
I N Wave been characterized in several stud-
ies by strong international orientation. The is-
sue was investigated through various aspects
and concepts. The findings suggest the man-
agers of INVs to be growth-oriented with a
strong international vision, emphasize proactive
approach and high commitment to interna-

Jones, 1999; Lindqvist
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tional markets as well as responsiveness to
customers’ needs, and to possess high compe-
tence in conducting international marketing
activities (Rennie, 1993; Oviatt & McDougall,
1995;
Puumalainen, 2004). For the new venture to
deepen its international behavior, the ability to
diffuse the international orientation through-
out the organization is likely to become essen-
tial. Many authors also argue the earlier
international experience and contacts of these
decision-makers to be the crucial driving
forces of accelerated internationalization and
global mindset (e.g., Madsen & Servais, 1997;
Oviatt & McDougall, 1995, 1997; Harveston
et al., 2000; Pulkkinen, 2006). Oviatt and
McDougall (1994) acknowledge the interna-
tionally experienced founding team as the most
common condition for utilizing the network
relationship for the protection of unique
knowledge. Nevertheless, the research on this
issue in INV context lacks profoundness and
unified findings. INV as a f i s hikely to go
international before even having gained expe-
rience on the domestic market, and due to its
small size it may lack financial resources to
acquire external professional advice. The indi-
vidual-level international experience gained
for example through previous assignments in-
crease the knowledge, abilities and the courage
in international markets and may significantly
affect the ability to formulate and implement
strategies at international level. The experi-
ence in a similar industry may explain why for
example the foreign sales do not necessarily
start with j ust a few occasional export orders
but are more regular from the beginning.
Firm-1-evel créfentothere-e
sources, competencies and the competitive ad-
vantages as well as the market and operation
behavior of INVs. In line with the INV-frame-
work, later findings indicate the core resources
of an INV to be often intangible and knowl-
edge-intensive with the competitive advan-
tage deriving from the unique knowledge held
by the firm’s key personnel (Oviatt & McDougall,
1997; Rialp et al., 2005). These firms are ar-
gued to compete on differentiated products
with regard to quality and value created through
innovative technology, product design (Ren-
nie, 1993; Khnight, 1997) or marketing, with
these usually exceeding the importance of price

Euromarketing:

Entry and C

in the competitiveness. Knight and Cavusgil
(2005) found that INVs use differentiating,
cost leadership as well as focus strategies, and
that employing an appropriate set of the three

Knight, 1997; Nummela, Saarenketo &trategies was likely to lead to higher perfor-

mance abroad. INVs may differ from other
types of SMEs especially displaying a higher
technological advantage (ibid., Moen, 2002;
Larimo & Pulkkinen, 2002). Based on the lit-
erature review, Rialp, Rialp and Knight (2005)
also argue that the use of personal and busi-
ness networks, market knowledge, the narrow
customer groups with close relationships, and
the flexibility towards changing external con-
ditions are critical for INVs.

Previous research indicates INVs to tar-
get global niche markets (Rennie, 1993;
McDougall, Shane & Oviatt, 1994; Knight,
1997; Moen, 2002). Employing such strategy,
the resources can be devoted to serving mar-
kets in which the firm has special competence
and to be more efficient than the competitors,
which operate on broader markets. INVs are
likely to expand simultaneously into several
new countries (Lindqvist, 1991; Crick &
Jones, 2000; Shrader et al., 2000), most com-
monly due to the niche strategy (Burgel &
Murray, 2002; Moen, 2002). The essence of
rapid internationalization is managing the
risks of foreign entries in the light of the re-
source-restrictions of the firm as well as en-
suring flexibility in the changing market
conditions (Shrader et al., 2000). The most
important entry modes are argued to be ex-
porting through independent distributors and
agents and direct exporting to end-customers
(Lindqvist, 1991; Knight, 1997; Burgel & Murray
2000; fBurgels Murray, Fier & Licht, 2000).
The risk of technological leakage, the need to
offer service close to the customer, or the high
growth obj ectives may determine the use of
firm-owned channels such as subsidiary, espe-
cially among medium-sized INVs (Lindqvist,
1991; Crick & Jones, 2000; Shrader et al.
2000). Besides that, the combination of differ-
ent modes and use of co-operative arrange-
ments has found to be significant (Crick &
Jones, 2000), due to the limited possibilities
for high investments, and j ustified by the need
to acquire supplementary skills (Oviatt &
McDougall, 1995). The use of modes such as
R&D j oint ventures or licensing has been
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linked to high technology-level, substantial
R&D efforts and short product life cycles
(Lindgvist, 1991; Crick & Jones, 2000).

In the empirical part, the international de-
velopment of the chosen firms will be ana-
lyzed applying the INV-framework by Oviatt
and McDougall (1994) and taking into consid-
eration the founding conditions, the initial in-
ternationalization motives and the individual-
and firm-level factors as possible agents for
development.

METHO D

The research methodology used in this
study is a multiple case study of eight INVs. A
comparative case-study approach and descrip-
tive analysis within themes are adopted for the
empirical data. Oviatt and McDougall (1997)
suggest the key defining dimension of INVs to
be the significant percentage of foreign sales,
since obtaining international sales is likely to
be more challenging than obtaining interna-
tional inputs and most of the other interna-
tional dimensions are usually associated with
the initiation of sales (see also Lindqvist,
1991; Knight, 1997;
Altogether, the firms were required to meet
the following criteria: (1) International sales
three years after establishment to weight at
least 25% of the total sales;
dency in international sales, being at least 50%
of the total sales in 2001;
ber of foreign countries in which the firms
have sales (at least six);
ment after 1985 (an earlier date would impede
on the data collection of the early international
development of the firm);
the selected firms is not owned by any single
larger Finnish or foreign group (cf. indepen-
dency of operations and decision-making).

Identifying the case firms started by screen-
ing the firms that participated in a large mail
survey conducted in 2001-2002. Among 486
exporting Finnish SMEs only 25 firms ful-
filled the above criteria. To further identify the
case firms, the earlier surveys made by other
authors and articles in Finnish business maga-
zines were used. On a closer look, eight INV's
representing different manufacturing industries
were selected as appropriate for the empirical

(2) Growth ten-

(4) Firm establish-
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study. In addition to the survey questionnaire,
the information from the firms was collected
through personal contacts by phone and e-mail
using a semi-structured questionnaire as well
as through documentary information and ar-
chival records (firm reports, newspaper and
j ournal articles, also Larimo, 2003). The basic
information of the selected firms is presented
in Table 1. All of these sell products to indus-
trial customers, except for Finnlamelli which
has also end-consumers.

The INV-framework by Oviatt and McDougall
(1994) is concerned with start-ups, while the
case firms are established between 1988 and
1997, thus having an age range between 6 and
15. Consequently, as compared to the original
framework, we have applied a more dynamic
view, by first looking into the firm activities
within the first six years of existence and then
their subsequent development (the limit of six
years has been used to define new venture
also by Shrader et al., 2000). Finally, the fact
that Oviatt and McDougall (1994) offer no
operationalization of the typology impedes its
application. The criteria used in this study are
presented in the following.

Harveston et al., 2000).

TY POL OGI CAL ANAL Y SI
AND THE RESUL TS B EY O ND

The individual description of the case firms
in terms of venture establishment, founders

(3) Sufficient num- and early management as well as venture com-

petitiveness are presented in Appendix 1.
Reviewingtheresult

i nt ermnat i on dnlapplying thar t

typology, we have used two main classifica-

(5) The maj ority ofion criteria: (1) The international coordina-

tion of value chain activities: in addition to
sales activities (including own export, market-
ing co-operation, sales subsidiaries), less or
more than two of the other value chain activi-
ties (purchasing, manufacturing, R&D activ-
ity, financing) coordinated across countries;
and (2) The number of countries with value
chain activities: sales activities in less or more
than 20 countries, level of market concentra-
tion higher or lower than 60% and number of
countries with activities other than sales. (For
information used in the classification, see
Appendix 2.) The development within first

Lari3nm
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TABL E 1. Basic Information on the Case Firms
Firm name | Founded | Main products Number of [T urnovet T urnover Starting yeafShare of
personnel! change? of export |exports!
Finnlamelli {1996 L aminated log houses 76 12,9 Meur 47,4% 1996 60%3
L ogset 1992 L ight forest machines 50 12 Meur 18,9% 1992 75%
Stick _Tech | 1997 Fib er _reinforcements 15 0,4 Medr |328,6% 1999 58%3
V acon 1993 Freq uency converters 426 97,5 Meur 120,1% 1995 82%3
Biohit 1988 L iq uid handling, diagnostic tdsts 303 25,4 Mgur 23,6% 1990 97%
Selka-L ine 1992 Pub lic space furniture 28 4,1 Meur 22,0% 1992 50%
Cross Wrag 1994 Sq uare b ale wrapping syslems 13 [1,4 Meur 50,0% 1994 95%
Nowo 1994 Machinery for tex tile industry 13 2,4 Meur 42,9% 1996 98%

Note. 1in 2002; 2in 2001; 3in 2001-2002, 4growth of turnover b etween 1999-2002, ex cept for Stick Tech and C ross Wrap b etween 1999-2001

six years implies the initial positioning in the
typology, whereas the development of firms
within the typology after six years of operation
is also illustrated (see Figure 2). In many re-
spects the INV-framework and its arguments
are well suitable for the characteristics of a
small open economy such as Finland. This is
especially valid considering the emphasis on
unique knowledge and knowledge-intensity as
a source of competitiveness both in the em-
ployed theory and in the Finnish business en-
vironment. The global competitiveness of the
Finnish firms is increasingly relying on unique
knowledge and in many cases advances on
high-technology. In relation to the population,
only in Japan, Germany and USA are more
patent applications made than in Finland,
which also receives world’s most numerous
patent applications on high-technology (Na-
tional Board of Patents and Registration of
Finland, 2002).

Looking at the operations within the first
six years of the firms’ existence, except for the
export start-up and one multinational trader,
six of them had, in addition to sales, also for-
eign supply partners right from the beginning.
Seven firms had also conducted international
R&D co-operation with customers, suppliers
or other partners. This emerged characteristic
especially of global and geographically fo-
cused cases. Instead in the multinational trader
cases the operations in marketing, sales and lo-
gistics were coordinated internationally while

the maj ority of inward operations were espe-

cially at start-up phase handled within the do-
mestic market. As an example, Cross Wrap

was able to rapidly initiate sales in Europe,
USA, Asia and Middle-East. However, while
75% of its production was outsourced, no for-
eign sub-contractors were used. Global and
two geographically focused start-ups had brand
label and/or Original Equipment Manufacturer
(OEM)-customers, and especially in the global
start-ups they had a significant role in the
marketing and to some extent in the product
development. The marketing of products was
efficiently coordinated at international level
right from the start. Not only traditional ex-
ports, but also different relationships were
utilized and, for example, through distributor
partners, j oint venture partners, OEM-custom-
ers, and licensing (in Biohit), the firms were
able to gain visibility and sales volume in
many countries faster than would have been
possible alone.

Only three of the firms had, until 2002, in-
vested in their own sales subsidiaries. Further-
more, none of the firms had made its own
manufacturing unit investments abroad.? In
many firms outsourcing played a critical role
in the production. In two geographically fo-
cused start-ups a large part of the production
was outsourced to the most efficient subcon-
tractors in different locations of the world,
while in other cases the production was largely
concentrated in the hands of domestic subcon-
tractors. All these results support Oviatt and
McDougall’s (1994) notion of usage of alter-
native governance structures and hybrid struc-
tures of ownership and control as distinctive
characteristic of new ventures. While Oviatt
and McDougall considered the licensing, fran-
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FIGURE 2. The Positioning of C ase Firms in the INV -Typology (Arrows Imply the Development After Six

Y ears of

Foundation)
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From “ Toward a Theory of International New V entures”
25(1),

chising and networking as important, the case
results indicate the informal networking, R&D
and marketing co-operation with various part-
ners as well as outsourcing to be more poi-
gnant in illustrating the ways of operation in
most of these INVs. Instead the more formal
networking, alliances and JVs are typical in
early years only in the global new ventures.
In line with the typology, the results on
market strategies suggest that despite that all
firms had sales in very different locations, the
differences were structured in terms of geo-
graphical diversification vs. concentration. In

five firms the maj ority of the sales was con-

centrated on a few key markets (varying from
55 to 75% of all sales). In global player and
multinational trader cases there was more di-
versification (e.g., in the multinational trader
the three main markets formed 35% of foreign
sales). Notable is that the INV-typology does
not elaborate the physic or psychic distance of
the markets that the INV operates in. Later
studies have emphasized the importance of
differentiating between operations on for
example the home continent from those on
other continents in order to illustrate the in-

p.59. Copyright 1994 by the Academy of International Business.

Number of C ountries | nvolved

b y B.M. Oviatt and P.P. McDougall, 19@4ynal of International Business Studies
Adapted with permission of Palgrave Macmillan.

ternational or global level of activities (e.g.,
Gabrielsson, Sasi & Darling, 2004). All the
case firms operated both on and outside the
European continent, but the commitment in
these entries and later operations varied. The
entry in the market outside the home continent
was carried out instantly in the establishment
year in the case of most of the firms, except
two that were characterized as geographically
focused players in the first years of their exis-
tence.

Furt her results on't
and ext er nal cLaokingatdahe
findings on background characteristics of the
venture foundation and the early management,
the industries involved, the initial internation-
alization motives, as well as the core compe-
tencies and the unique resources of the firms,
allows us to go beyond the typological results
and reveal some influence mechanisms behind
the development paths.

Foundi ng cThefehnding cendi-s
tions prove to be rather determinant for the
early development of the ventures and also to
imply a clear connection to instant interna-
tional operations. However, the variety does
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not often fall in line with the typological re-
sults. In three INVs (representing different
types) the foundation stems from inventions
made by the founder(s). In turn, the back-
ground of two geographically focused start-ups
and one multinational trader stems from the
bankruptcy of the former employer of found-
ers and managers in the same field. Of these
firms, in the other geographically focused
start-up the era of product and technology de-
velopment with new subcontractors and part-
ners was initiated and new product designs
were introduced soon after establishment
while on the other a new service and product
category was added. In the later development
of the ventures, the findings imply that those
having innovation or strong R&D emphasis in
the background of their founding (four such
firms were identified) were more likely to de-
velop into a global player. Biohit was charac-
terized by global operations very soon after
founding, while the other three companies
were heading towards global type of ventures
in their later phases of development. The two
remaining companies exhibit, in spite of their
very different international development, slightly
similar foundation background. While the ex-
port start-up was founded by the former em-
ployees of a company in the field as it was sold
and merged to a bigger corporation, the foun-
dation of the global start-up traces back to a
change in strategy of the former employer of
the founders, as the entered business line was
moved to another location.

In conclusion, none of the ventures were set
up from scratch in the sense that the founders
had some type of international networks estab-
lished around the business idea. While in some
cases these networks stemmed from research
activity, in the other the networks were al-
ready partly established in the sales and/or
purchasing side of their business. In most of
the cases these latter types of relationships
were based on the informal contacts estab-
lished during the former work, but for exam-
ple, in Logset they were more formally passed
on from the former company in the buyout. In
some other cases, where the former employer
was from the same field and continued its
business, establishing new contacts was more
crucial.

Euromarketing:

Entry and

Regarding the findings on the nature of the
industry, the global start-ups as well as two
geographically focused INVs were character-
ized by extremely international networks,
whereas the networks in the industry of the ex-
port start-up were rather domestic. This finding
indicates a connection with the international
level coordination of value chain activities.
Generally, the firms under scrutiny are operat-
ing on global niche markets, having a special
type of products for the markets where the
potential is narrowly spread across several
countries. Three of the firms (global and two
geographically-focused start-ups) were estab-
lished in an industry characterized by extreme
technology intensity, whereas two firms (ex-
port start-up and multinational trader) entered
more traditional industries (see also results of
product characteristics). The lower technol-
ogy level of the industry was associated with
lower coordination of inbound and outbound
activities across countries both in the first
years and later phases of their development.
Finally, one firm was established within an in-
dustry at its mature phase. This geographically
focused start-up had in later years developed
into a global player. The maturing phase of the
industry may partly explain the need for global
expansion. Four of the firms, all characterized
by different initial (and partly later) type of de-
velopment were established in an industry at
its growth phase. Two firms, sharing many
similarities, entered the industry by pioneering
in a new growth segment while the last firm
part of our case studies entered the industry in
its introduction state. These three firms, ini-
tially characterized by different types of de-
velopment of international operations, were
all in later phase representative of the global
player in the typology.

Characteristics of
e ar l y ma nthg feumding conditions
and characteristics of the entrepreneurs and
early management are in all cases interlinked
and these backgrounds underline similarities
as well as differences. In five of the firms un-
der scrutiny, the international orientation was
high, and in two global players it can be re-
garded as extremely high. The previousi n d
t rexperience and the established contacts of
the founders and early management were ex-
tremely high in four and rather high in three



Johanna

cases. Even in the case of the eighth firm, the
founder had worked in the same field, but only
for a shorter period. On a closer look, the in-
dustry experiences differ between firms in
their functional areas, a finding which may be
considered as an important factor behind cer-
tain—and different—types of development
paths of the firms. Illustrative of this point is
Stick Tech, a firm in which the industry expe-
rience was concentrated mainly on the R&D
functions in the industry, whereas conducting
marketing operations in the specific industry
was almost an unknown area to the firm’s per-
sonnel. The variety among cases was also
rather strong, regarding the previous interna-
tional experience of the focal actors. In all
cases there was some earlier experience from
working in international assignments home or
abroad, from studying abroad or in some cases
from the research field at international level.
However, this experience varied significantly
with regard to duration and number of persons
involved. When considering both industry and
international experience, the size of the enter-
prise and especially the founder/management
team thus needs to be taken into account.
Moreover, the nature of the key person’s inter-
national experience in terms of its functional
area and industry appears rather decisive to the
firm’s international development. In some
cases the founders were former managers of
multinational company in the same industry
and thus familiar with the international busi-
ness in the field. In other cases, such as one
geographically focused player, the managers
were also internationally experienced, but in
different fields of business. In this case, the
marketing side of the new enterprise was the
primary problem due to the lack of beneficial
experience and established sales contacts
abroad. Different than the aforementioned, in
firms with higher international industry expe-
rience, the management had established inter-
national customer relations and other contacts
which helped the starting phase of interna-
tional sales. In their case, of greater concern
was to keep up with the technology and the
product development in their respective indus-
try.

I nt ernat i on MWhikthedonnd-
ing conditions and entrepreneurial and early
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the reasons behind internationalization, the
impact of other types of factors in the initiation
of international operations in the selected firms
is analyzed in the following, so that to gain a
deeper understanding of the differences in in-
ternationalization (see Table 2). Some of the
motives may be regarded as more proactive,
while others imply more reactive behavior to-
wards changes in the environment. In the case
ventures both types of motives were consid-
ered to be important for initial international-
ization. Except for an export start-up, the fact
that the firm had never considered Finland as
the only market was rather strongly supported
by the managers. The non-exclusive view on
the home market supports the finding that firm
managers shared a global orientation towards
business. Additionally, the management’s prior
international experience and interest towards
internationalization, as well as the inadequate
domestic demand were rather strong motives
in all cases. The enquiries received from the
foreign customers played an important role es-
pecially in the ventures that were focused on
fewer countries.

The subsidies received for international op-
erations, the contacts from export supporting
organizations or the lack of subcontractors in
the home market did not generally impact on
the decision to initiate international operations.
On the other hand, the access to competitive
foreign subcontractors was an important inter-
nationalization motive only for two geograph-
ically focused INVs, which both have carried
out maj or international sourcing operations
(40-50% ) from the beginning. The connection
between the international development and
the variation of the remaining motives was
more difficult to asses. The motives empha-
sized by the export start-up indicated a rather
reactive behavior, whereas some reasons un-
derlined as important by other types of INVs
(e.g., managers’ international experience and
view on their respective market area) did not
have amaj orimpact on its internationalization
decisions. The motives of one geographically
focused INV and of one multinational trader
were rather similar to the export start-up, with
the notable exception that the emphasis was
putemcthe globad view on the market, while the
competition on the home market was rendered

management characteristics reflect some of unimportant. In conclusion, while some simi-

Lari7m



126  Acta Wasaensia

48 Cont emporary Euromarketing: Entry and (C
TABL E 2. Internal and Ex ternal V arieties of Eight Finnish INV s
NAME OF THE FI RM Finn- Cross Selka- L ogset Stick Now o V acon B iohit
lamelli Wrap L ine T ech
I NV-TYPEAT START-UP| Export |Multinational Start-Up Geographically Focused Staft-U p Global StarttU p
Start-U p
FOUNDATI ON
Innovation/R&D-proj ect - + + - - + + + - + +
Bankrupt/MBO - - + + + + - + + - —
Within _change of former employer + + — — — — - + + + +
FOUNDER(S) & MGM
International orientation + + + + + + + + + +
International ex perience ++ +F +F + + + + + + +
Industry ex perience + + + +F ++ + + + + + +
Entrepreneur _ex perience
I NDUSTRY
International industry networks - + + + + + + + + + + +
H igh-technology +F + - + + 4+ + + + + +
Industry state of development Growth | Introduct. | Growth Growth [ Growth4 | Maturity | Growth | Growth4
MOTI VES FOR I NI Tl ATl NG
| NTERNATI ONALI ZATI|ON
Int' lization of customer + +F - - + + + F -
Int’ lization of competitor + + + - + - + + + -
Int’ |success of competitors + + + + - + — —
MgM’' sinterest inint' lization + + + + + + + + + + + +
MgM’ sint’ nal ex perience ++ + + F + + + + + + + +
C ompetitive foreign sub contractqrs  — - - + - + — -
Inadeq uate domestic demand + + + + + + + + + + + + +
Increasing domestic competition + + - + + — + + - —
Foreign enq uiry + + + +F + + + + + - + F
L ack of domestic sub contractofs - - - - — + - —
Ex port/int’ lization sub sidies - - + + + - - -
The company has never considered+ + + + + + + + + + + + + +
its home market as the only [market
PRODUCT
Product-service/software/education + + - + + + + + + + +
Physical product + + + + + + + + + + + + +
H igh-technology (R&D costs) + + + + + + + + + + + +
CORE COMPETENCE &
COMPETI TI VENESS
Role of patents + + + + + + + + - ++
C ustomer-adaptation + + + + + + + + + F
Product-b ased differentiation + F + + + + + + + + + +
Marketing-b ased differentiation + + + + + + + + + + +
Glob al niche strategy + + + + + + + + + + +
CO-OPERATI ON
Role of strategic alliances +F + ++ + + + + + + + +
Role of outsourcing +F + + + + + + + + ++ +
Role of OEM/Brand L ab el paftners— - — + + — + + +
MAJORI TY OWNERSHI P Eight Family- Family- Three C apital Family- C apital Family-
persons owned owned founders | investors3 owned investors! | owned?
Note. + + = ex tremely characteristic/very high role; + = characteristic/high-rote; mederately characteristic/limited role;— = not present/no
role
1Pub lic limited company since 2000, management holds ab out 10% ownership, 80% of employees hold an ownershig
2Pub lic limited company since 1999.

3Minority owned by private persons, including one firm manager.
4Growth segment in rather mature industry.

larities were found in the motives behind all
ventures, there was also place for differences.
The variances displayed did not often fall in
line with the INV-typology. Nevertheless, the
differences in the motives between the two op-
posite ventures (export vs. global start-ups)
reveal some links between the motivational
backgrounds and international development.

Product -rel at.&hdanaly-a

sis of their competitiveness and resources sug-
gest that in many of the firms the sustainability
is ensured by patent rights protecting the
unique knowledge on technology, production
method, design or alike. Six of the firms pos-
sessed a few or several patents and one firm
had design and utility model protections. In
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four firms the patented innovations played a
significant role in their overall competitive-
ness. In general, there was rather great empha-
sis on the R&D operations in all studied INVs,
reflecting the salience of high-technology fea-
tures among them. However, when looking at
the R&D expenditure share of turnover in
2000-2002, five firms may be characterized as
high-tech and two as more low-tech oriented.
The latter firms were characterized by more
home-oriented coordination of activities. These
results, especially the role of patents support
Oviatt and McDougall’s (1994) emphasis on
the private knowledge, and not the scale, as the
source of foreign location advantage and unique
resources. With great mobility, knowledge-in-
tensive services and products are advantageous
to internationalization. Oviatt and McDougall
(1994) argue this to be valid in the case of ven-
tures offering software-components. In gen-
eral, the results of this study indicate the degree
of mo b i df the offering to be somewhat
consequential to the level of international op-
erations. The global players display a greater
mobility in offerings while the export start-up
is offering the less mobile products, although
still based on high knowledge in production
technology. However, the variety in the role of
software was found greater. None of the firms
offer purely software products. While some
firms have products with software as their key
component (e.g., Vacon), others offer products
that are less mobile (e.g., Finnlamelli). Finally,
in some cases the mobile component of the
product consists of education or other type of
service (e.g., Stick Tech) along with the prod-
uct.

The uniqueness of the INVs either in their
pioneering position in the industry* or success
in internationalization® and growth® is reflected
in the numerous awards they were conferred.
Despite common features the firms have
achieved their growth in a variety of ways
(see Table 2).

CO NCL USI ONS

The aim of this study was to understand the
possible heterogeneity among INVs by ex-
ploring two research questions: (1) Are INVs
different from one another in terms of their in-
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ternational development? and (2) If they are,
how and why the differences are manifested in
these firms? For this purpose, the study has an-
alyzed the development paths of eight INVs
from different manufacturing industries, mon-
itoring them from their inception until to their
current stage and assessing the founding con-
ditions (background of foundation idea, in-
dustry nature), the founders and management
team, initial internationalization motives and
core competencies as possible agents for the
differences in their international development.
This study was among the first ones to offer
an empirical application of the widely-cited’
INV-framework by Oviatt and McDougall
(1994). In addition to concretization of the
framework, it is accompanied by a long-term
perspective to the analysis.

Looking at the operations and market strat-
egies within the first six years of existence, the
firms were classified into four different types.
The ventures under scrutiny differed signifi-
cantly from another in their operations in
terms of the value chain activity types and
level of commitment employed in the in-
ternational level. Despite that all firms had
activities in many different locations, the
differences in the market strategies were struc-
tured in terms of geographical diversification
vs. concentration. When studying their later
evolution, no typical paths of development
could be identified. The classification of ven-
tures into types as suggested by Oviatt and
McDougall (1994) was somewhat complex,
due to the natural dynamism in the organiza-
tional and operational behaviour. Indeed, the
fast pace of development and the differences
in both early and later changes in at least some
of these firms suggest that, as compared to the
typology in the early INV-framework, a more
dynamic theory for analyzing the different de-
velopment paths of INVs is needed.

Going beyond typological analysis in using
the theoretical description provided by Oviatt
and McDougall’s framework, the present
study aimed to find which factors impact on
the coordination of value chain activities on
international level. The results imply some
similarities with regard to the background of
foundation (often linked to changes in another
firm), the high international orientation and
previous industry experience of the founders

Lari9n
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and management, the nature of the product or
service market (globally spread niche markets
targeted with highly special offerings), and fi-
nally, the high use of patent rights to ensure
the sustainability by protecting the knowledge
on technology, production method, design or
alike. However, further analysis identifies var-
ious influential factors behind international
development. From the resource-perspective,
the previous international experience varied
significantly with regard to duration and num-
ber of persons involved. Besides that, the in-
dustry experience was found consequentially
different with regard to functional areas. Al-
though the background of foundation was of-
ten linked to change in another firm, some
differences could be identified as well. The
founding stemming from innovation or inten-

sive R&D proj ect indicated a more global de-

velopment of all operations, especially in later
phases of the firm. While some similarities
were found in the motives for initiating inter-
national operations behind most ventures
(management’s international experience and
interest towards internationalization, manage-
ment’s view on the venture’s market area, in-
adequate domestic demand and enquiry from
abroad as important motives, whilst subsidies
received for international operations or lack of
subcontractors in the home market as less im-
portant motives), there was also a significant
variance among the triggering motives for the
internationalization of the analyzed enter-
prises. Overall, this study identified the found-
ing conditions of the venture (background of
the foundation idea, internationalization and
technology level of the industry entered), the
entrepreneur and the management team char-
acteristics (especially degree and functional
area of the international industry experience),
the nature of the initial internationalization
motives (whether they were proactive vs. re-
active and backward vs. forward oriented),
and degree of mobility of the venture’s offer-
ing as important influencing factors on the in-
ternational firm-level development of the
value chain activities. Although these charac-

teristics were maj or determinants of develop-

ment of the ventures and implied a clear
connection to their internationalization behav-
ior, the variances displayed (especially in the
founding conditions and initial international-

Euromarketing:

Entry and

ization motives) did not often fall in line with
the typology. These results suggests that to
grasp the complexity of the phenomenon—the
different development paths and speed of
changes in the development—the theoretical
framework for INVs needs to go beyond typo-
logical categorization and include the various
situational factors and influence mechanisms
behind such level of complexity.

When dividing the firms in terms of the
number of countries in which they are present,
Oviatt and McDougall (1994) ignore the (physic
and psychic) distance of the markets that the
INVs operate in. As suggested by the results of
this study, the INVs display a great difference
from another in terms of geographical disper-
sion of the activities. To identify such differ-
ences, it is important to differentiate between
firms operating in close markets and home
continent and those operating in more distant
markets (see Servais & Rasmussen, 2000;
Gabrielsson et al., 2004). This study used both
the number of countries and level of concen-
tration into certain markets as indicators of the
geographical expansion of the firms. The find-
ings imply that except for one firm, the three
first entries by INVs were into other European
countries. Although all the firms expanded
their operations also into other continents, in
later phases only two global start-ups gener-
ated more than 25% of their sales from outside
Europe.

Finally, assessing the usability of the frame-
work provided, it can be noted that it has four
dimensions. The first two are concerned with
all new ventures (domestic and international),
while the latter two especially with interna-
tional new ventures. More emphasis and tools
to analyze the last two dimensions, i.e., source
of foreign location advantage and unique re-
sources need to be developed. The framework
does not elaborate why the new venture is ei-
ther domestic or international, i.e., why there is
a foreign location advantage, and more impor-
tantly why this advantage is seen and utilized
varyingly as illustrated by the differences in
the international operations, market entries
and intensity of international activity of the
INVs. For these factors to be understood, the
research should identify the various influence
mechanisms and their dynamics. For this pur-
pose, this study has identified several impor-
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tant situational factors in the industry-, firm-
and individual level in both the foundation and
subsequent phases of the venture development.
The early framework is conceptualized at the
firm-level, but in this study it is argued that in
the case of small new firms, the question to be
considered is “ whye nt r e pr ene u
ma n a geethe advantage in foreign markets.”

With regard to the managerial implications
of this contribution, the growth of turnover
and financial performance (such as annual net
profit) varied considerably in the case firms.
While this study revealed no single success
formula for the market or operation modes,
some important notes may be highlighted
when looking at the highest performing ven-
tures. Entry into new countries is in these
firms based on earlier contacts of the firm
managers (especially in the first entries) as
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FUTURE RESEARCH AVENUES

There are several possible ways to deepen
the research agenda focusing on INVs. First, a
more theoretical elaboration of the INV-con-
cept and its related concepts is needed in order
1 UHI% &hevr eprg h ficld, The results dis-
" cussed here hi g 11 ght the 1mp0rtance of devel-
oping conceptually more sophisticated yet
flexible definition of INVs, the one which in-
cludes the INVs’ differences in the interna-
tional level of value chain activities (Porter,
1980) (not limiting only to primary activities
such as outward operations and logistics, but
also procurement, R&D, financing and other
support activities) and the geographical dis-
persion of these activities, as well as which
takes a wider time horizon to incorporate and
differentiate between the pre-founding, early
and subsequent internationalization phases of

well as on strateglc issues rather than on ¢ psSy- the INV. Also the inclusion of the mdustry n-

chic proximity” (also Lindqvist, 1991;
Jones, 2000). Along with the sales potential,
also the R&D and marketing co-operation
prospects in the markets play an important
role in the entry decisions. The so called lead
markets such as USA, Japan and Germany are
of strategic importance to many knowledge-
intensive INVs (see also Bell et al. 2001). In
the case of a new venture with limited re-
sources, the entry into these markets and the
realization of their potential (in terms of sales
and product development) might be best exe-
cuted using various parallel sales channels and
partners such as local distributors and OEM-
and Brand Label-customers that have a strong
presence in the market. The case firms were all
focused on serving special niche markets that
were narrowly spread across countries. While
the operations were often based on one core
product and/or technology idea, the range of
offerings was widened through different mod-
ifications and adaptations of the core package
(for example, through software). Regarding
the policy implications, the subsidies received
for export operations seem less relevant trig-
gers for internationalization of new ventures.
The variety of international entry and expan-
sion operations calls for a more versatile assis-
tance from the government.

Crick &ernationalization rate into the definition might

serve some comparative purposes. However,
some authors have claimed that it might prove
difficult to employ, since many INVs are in
fact operating in many industries at the same
time.

Second, this study analyzed eight firms giv-
ing descriptive information of the internation-
alization paths of these INVs; a further step
would entail a bigger sample size of the firms,
so that to offer further information and more
generalizable results about the development
paths and difference in INVs as well as their
impact to the INV-theory.

A third possible research avenue is a study
of the impact of the industry. Different indus-
tries (such as manufacturing vs. service sec-
tors, low vs. high-tech industries) might impact
on the development paths of firms and results
of the application of the INV-theory. Originat-
ing from different field of the industry and
both high and low/medium technological in-
dustries, the case firms of the present study
allow some research findings on this issue.
However, all the analyzed firms were from the
manufacturing sector so in the future the service
firms could also be included in the analysis. In-
deed, the INV and international entrepreneur-
ship research has been argued to suffer from
the lack of service sector research (Coviello &
Jones, 2004).
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Fourth, already in an early INV-framework
(Oviatt & McDougall, 1994), the emphasis
was put on controlling assets through alterna-
tive governance structures and networks, in-
stead of owning them. The present research
showed that controlling marketing, manufac-
turing and technology development through
networks and different forms of co-operation

(such as alliances, j oint venture partners, OEM-

partners and subcontractors) is an evident at-
tribute of many INVs. However, for future re-
search, as an interesting challenge remains to
investigate the optimum formation of the INV
organization (i.e., which resources are best uti-
lized with the ownership and which resources
through networking?).

Finally, the link to performance is of inter-
est to a wide audience among researchers and
practitioners. In the context of INVs, once in-
ternationalized the successful management of

high growth sets a maj or challenge and has

been less investigated. Knight and Cavusgil
(2005) found faster internationalization to cor-
relate with better ultimate performance in for-
eign markets. On the other hand, in the study
by Oviatt and McDougall (1995), three out of
twelve INVs have failed, one was in the pro-
cess of ceasing operations, and an additional
three were acquired by larger corporations.
Similar stories exist in, for example, many
high-tech fields such as ICT, which also are
strongly characterized by increase in global-
ization and INVs. Consequently, it might be
fruitful to investigate the factors that have con-
tributed to successful international develop-
ment and also to consider the factors that may
have inhibited the sustainable development of
some firms. In the previous research, the suc-
cess has been defined differently and with dif-
ferent accuracy, depending on the approach.
As the research has typically focused on suc-
cessful internationalization, the success has
often been linked to growth of percentual for-
eign sales, while other elements of success
have been rather neglected.

NOTES

1. Such as the globalization of markets, increased
niche markets, advances in process and communication
technology, increased international mobility of people,

Euromarketing:

kgt ry and

easier access to means of internationalization (knowl-
edge, technology, tools, facilitating institutions) and wider
range of supporting institutions (within, e.g., European
Union) for internationalization of business and cooperation
of SMEs, increased international financing opportuni-
ties, and trend towards international networks.

2. Madsen et al. (2000) suggest a typology that clas-
sifies firms and differentiates born globals from other
types of exporters (such as experimental and tradition-
ally evolved exporters). In a similar vein, Bell et al.
(2001) propose a classification of international SMEs
into born-global, born-again global and traditional ones.
The typology by Servais and Rasmussen (2000) classi-
fies INVs based on the year of foundation and number of
employees and is thus different from the INV-frame-
work by Oviatt and McDougall (1994) which focuses on
analyzing INVs in relation to their differences in inter-
national operations, while the size of the firm is ren-
dered irrelevant. The results by Servais and Rasmussen
(2000) imply that the maj ority of Danish INVs (born
globals) do not in fact grow in terms of employees. Fi-
nally, Knight and Cavusgil (2005) developed a taxon-
omy, where four clusters of US-based born-globals were
identified on the basis of entrepreneurial orientation,
technological leaderships and Porter’s (1980) generic
strategies. The firms in one cluster initiated exports
more than four years after foundation, thus being less
representative of the born globals. The differences be-
tween the clusters were analyzed in terms of the firm
performance abroad, while the differences in interna-
tionalization paths among clusters were not reported.

3. Until 2005, only one case firm (Vacon) had in-
vested in own manufacturing unit abroad.

4. Stick Tech received in 2002 the INNOFINLAND
Award from the President of Finland and Biohit in 2002
was awarded by the National Board of Patents and Reg-
istration of Finland for having most domestic patents in
the country.

5. Biohit (in 1994) and Vacon (in 1998) were awarded
by the President of Finland with the Finnish Export
Award.

6. Between 1998-2000 Finnlamelli, Vacon, Biohit
and Nowo were listed (once or twice) among the 50 fast-
est growing Finnish firms in Finland’s leading business
magazine and in 2000 Vacon already achieved a position
among the 500 biggest Finnish firms; in 1999 Cross Wrap
and Stick Tech were acknowledged by another Finnish
business magazine as among the ten domestic high-tech
growth firms with possibilities to multiply their turn-
over in the near future.

7. The significance is also illustrated by the J o u r 1
of I nt ernat i on aDecdleuAwardicens s
ferred to the aforementioned study in 2004.
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APPENDIX 1. Individual Descriptions of the Case Firms

Finnlamelliis manufacturing laminated log houses. The firm is located in the Western part of Finland, in an arga
in the industry. Finnlamelliwas estab lished in 1996 by former employees of another log construction firm as it Was
b igger corporation. At the time of foundation, the markets were slightly recovering from the recession and the |ndt
phase. The founders and managers possessed long ex perience and traditon in the field and many were ex pefien
assignments in the former firm. The main competitors of Finnlamelliare other domestic manufacturers, consisting of |ab
with a q uarter b eing industrial manufacturers. Finnlamelliis among the four b iggest competitors in the country. Finmlan
competencies lie in production and technology know-how as well as knowledge of the industry. In Decemb er 1999,
using a new radio freq uency gluing line, which is the first one of its kind in Finland dimensioned for the prpdu

Selka-L ines specialized in pub lic space furniture and components. The Selka-L ine concept is a product of nearly |30
development work, since the firm was estab lished in 1992 to market the products of another furniture firm, Selkate
marketing material and pub lic space furniture. The founder had gained previous ex perience from working in Eur¢pe
Canada. In addition, the firm manager possessed previous ex perience from working as a CEO in the firm from
founded. Too vyears later, Selkate was b ankrupted and Selka-L ine acq uired its activittes and moved to the ownershig c
family. The core competencies of Selka-L ine are efficient coordination of operations and good knowledge of the indust
The firm’ s main competitors are from foreign countries.

Cross Wradp specialized in sq uare b ale-wrapping systems and waste handling eq uipment. The firm was estab lishe
family, followed by the invention of new sq uare b ale waste handling method. The founder innovator was ex perie
field in selling to international markets and knew the customers. Instead of ex isting round b ale wrapping lines, | th
invented new sq uare b ale-wrapping product. Initial market potential for the product was located to Europe and Neu
of the product development and first marketing operations were conducted in the foundation year. The firm has |wic
well as good knowledge of the customers and the industry— all reflecting the strong role of the founder s b agkgr
method innovation is difficult to imitate and widely protected by patent right. Also due to the EU-directive on as
future prospects in Europe are positive.

L ogsets specialized in light forest machines (harvesters and forwarders). It was founded in 1992 as the three |ma
forest company b ought its assets and product rights and continued its forest machine manufacturing operations. The
b een among the three b iggest players in the Finnish market, with these firms possessing over 90% of the mark
operating with one-third of the former workforce and b roadened its operations in repair and sale of second-hanq fi
managers possessed vast industry ex perience and knowledge on conducting international b usiness in the field. Ope
worked ab road. The firm has approx imately five domestic and ten foreign competitors. As compared to main lgrge
foreign-owned), the firm’ s forest machines are light-structured and environmental friendly. In addition to technology | kn
pc good knowledge of the customers and industry as well as two patents.

Stick T echbstab lished in 1997, is specialized in fib er reinforcement products. The firm evolved from the b iomaterals
the university. After years of intensive research the proj ect resulted to invention of new, patented fib er reinforgem:
now the b asis of Stick Tech’ s operation and its pioneering position in the new, growing industry segment. In| ac
the proj ect included one founder memb er and few employees of Stick Tech. Altogether the firm management ¢on
educated memb ers, with most of them possessing earlier international ex perience from b usiness, research or educa
despite ex perience in research of fib er reinforcement technology, none of them had b een active in marketing |n
distrib utor and customer, as well as supply contacts, had to b e b uilt from the start. The commercialization was
product was new for the practices of the customers. Every market entry is indeed preceded by co-operation in[ re
dentists and technicians to use the new technology. The competitiveness of the firm is b ased on its technology ¢
resistance, customer friendliness and application ab ility.

Now o (T extile Machinerys estab lished in 1994 for designing and manufacturing tex tile machinery (b ale openers| t
pillow filling, q uilting lines, etc.). In the b ackground of Nowois b ankruptcy of another firm, which had b een marke
purposes since 1990 b ut failed its key product development proj ect. The new firm was founded by one manage
two former employees continuing in the new firm. In additon to industry ex perience, the management had gaingd
from working in domestic and foreign firms. At the time of foundation the industry markets were already rather | ms
for modern and more efficient production technology was identifiab le in the industry and Nowo’ s strategy was to |tar
markets. The firm started with new sub contractor partners and launched new designs for the market. It is Eurdpe
b all fib er and pillow filing machine markets and is among the three b iggest competitors in the other productg.
technological know-how, efficient coordination of operations and knowledge of the industry. In 1998 the firm patenfed
machines, having altogether four patents.

V aconis a manufacturer of freq uency converters. The world market consists of ab out 80 competitors, with the [sev
of the market. The b iggest player, ABB, has 13% share andV acon2,3% share. The firm was estab lished in 1993
managers of ABB followed by its strategic change and move of its freq uency converter b usiness to another locgtior
positive prospects for starting the b usiness with technological knowledge, over 150 man-years’ b usiness ex periepce
international network with customers, suppliers, financiers and other parties as well as advantages of smaller orgahize
distinguishing feature of V aconis the efficient coordination of glob al activities, utilization of the network structure apd
forward integration. Tight co-operation with the firm’ s interdependent supplier network allows it to concentrate on |the
parts of production and to ex ploit new technologies faster.

B iohitmanufactures liq uid handling products and accessories and develops diagnostic test systems for use in resgarc
industrial lab oratories. It has a 60% share of the glob al electronic pipettor markets and ab out 1,5% share of dispc
the mechanical pipettor markets it is the fourth largest producer in the world. Biohitwas founded in 1988, mainly b|y
researcher and innovator in the field. The b ackground stems from another firm estab lished by him in 1971, dpec
pipettors and lab oratory eq uipment. The founder was also the chairman, president and main innovator of b oth, fhat
Finnish-American j oint venture firm. During 1971-1986 the firms had some 100 inventions and over 200 patents |in
in mid-80s already ab out 700 employees, over 35 million euros turnover and 10 foreign sub sidiaries. In late 108€
the firms after which the founder left them, followed by several trials on the rights and compensations. The fifst
mainly dedicated to product development. The introduction of a new electronic pipettor was made in 1990, followed| b
new types of pipettorsin the nex t few years. New innovations and patents have had a key role in the compefitive
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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 firms that internationalize very soon after establishment
and consequently, from their emphasis on the importance of understand-
ing these firms’ behaviour. These firms 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 reflected 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 firms do not inter-
nationalize according to the stages and that the time lag between firm
foundation and internationalization has diminished. Existing theories of
internationalization have been claimed to fail in explaining these firms not
only because they assume a slow gradual development of firms and thus
emphasize larger mature firms, but also because they focus too much on the
firm 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
firm-level experience, researching the firm’s previous experience and devel-
opment of internationalization (for example subsequent entry mode
choice), especially among manufacturing firms but also among service
firms (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 firm has been rather ignored (see the discus-
sion by Wickramasekera and Bamberry, 2001 and their emphasis on the

220
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length of the learning process by management). The so-called Uppsala
model of firm 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 firm typically goes international before having
gained (firm-level) business experience even in the domestic market. Due
to their small size they often also lack financial 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 firms, not as a characteristic of the firm, 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 effective preferences con-
cerning export marketing. Consequently, in this chapter experience is per-
ceived as a characteristic of the entrepreneur and management team of
firms (see for example Reuber and Fischer, 1997), not as a characteristic of
firms 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 influence on specific decisions and use of strat-
egies that might explain these firms’ development. From the possible strat-
egies, the strategy followed by the new venture is expected to be filtered 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 fields, 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 defining the key
concepts of the study, I present previous literature followed by identification
of the research gap and presentation of the hypotheses for the empirical
study. The methodology is discussed in the next section, followed by the
findings of the empirical study. The chapter finishes with a discussion of the
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findings and suggestions for the next steps in research. This chapter covers
work in progress, presenting the first part of the intended full study. The
contribution of the final 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 IN'Vs are referred to as firms that have been confronted with
fast internationalization soon after establishment. The concept of inter-
nationalization has many definitions, but in general it can be regarded as a
process through which the firm’s international level of operations increases.
This increase may be identified in both the inward and the outward oper-
ations of the firm. According to Kutschker et al. (1997), there is no such
thing as ‘the’ internationalization process of the firm, but there exist several
parallel processes in different layers of the firm, one of which is at the indi-
vidual level and others at group or department level, or the whole company.
These processes may differ 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
definition by Oviatt and McDougall (1994) of international new venture as
‘a business organization that, from inception, seeks to derive significant
competitive advantage from the use of resources and the sale of outputs in
multiple countries’ is adopted in this chapter. This definition 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 defining 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 definitions of
the INVs (the internationalization of sales has often been named as the
minimum criterion). In addition to many names given to these firms, the
empirical definitions of INV, however, still differ. The scale of operational
definitions 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 firms, 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 definitions include criteria such as international orienta-
tion or vision (for example Luostarinen and Gabrielsson, 2002). Examples
of different operational definitions 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 definite operational
definition 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 specifically 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 different 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 first 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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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, proficiency 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 five different 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 firms (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 deficiencies 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 proficiency and availability of qualified
personnel.

In a study of 58 Indian-based exporting firms (27 firms with less than 500
employees and 28 larger firms 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 classified by export share from total sales (Das, 1994). Other
discriminating factors between the groups were product nature, firm’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 firms with a higher export share (20 per cent or more) and living or
working abroad experience was almost similar in both groups of firms.
Success classified as growth in export volume during the past five years
yielded three discriminating factors: living or working abroad, years in
current position and product nature. Of all the firms, 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 differentiate
between individual experience prior to the export operations of the current
firm and the experience gained during the current firm’s operations. The
export managers in successful firms 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 different parts of the world. In most of these associated
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studies, the managerial characteristics are age, education and language
skills. Obben and Magagula (2003) tested the links between some man-
agerial and firm-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 significant
explanatory factors of export propensity. On the other hand, in a sample
of 158 exporting and 105 non-exporting Maine manufacturing
firms, Cavusgil and Naor (1987) found three decision-maker characteris-
tics — age, education and language skills — to be poor or insignificant
differentiating 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 firm size of the sample firms was larger (employing less than
1000 people).

Reuber and Fischer have studied experience and its relationship to
SME internationalization (1997), firm performance (Dyke et al., 1992)
and also analysed the dimensions affecting 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 firms. International experience was measured
with two measures: whether, before joining or founding the firm, 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 firms, the management team had gained foreign experience. The
average timelag from firm foundation to initiation of foreign sales was
5.10 years and over 70 per cent of the firms 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 findings, the
international experience affected positively on the use of partnerships and
negatively on the delay from start-up to initiation of foreign sales. In add-
ition, firm age was also found to have a negative effect on the delay of
foreign sales and the firm’s number of employees was found to affect
negatively on the level of TMT’s international selling experience.
International experience was a significant predictor of the degree of firm
internationalization. Both the use of partners and delay in foreign sales
mediate the effect of international experience on the degree of firm inter-
nationalization.
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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
significant 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) identified 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 finding 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 different 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 firm or external variables. As an example, Knight (1997)
found in a US-based sample that as compared to traditional firms
(n = 168), a higher proportion of ‘born-global’ firms (n = 122) had man-
agers that had lived overseas for a substantial period of time. According to
findings by Harveston et al. (2000) on US-based high-technology firms, the
managers of INVs (n = 60) reported significantly more extensive inter-
national experience (travelling, vacations and holidays, work and educa-
tion) as compared to managers of gradually globalizing firms (n = 146). In
the study of 106 Australia-based exporting wineries (Wickramasekera and
Bamberry, 2001), significant differences between managers of firms 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 firms, the mean values for training in
export matters and fluency in languages were slightly higher in the non
born-global firms. In the study by Kunda and Katz (2003) among new firms
in the Indian software industry, the education of CEOs predicted higher
export performance (export growth and export share) but international
experience of CEOs in different regions was significantly higher in highly
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exporting firms only when measured by export share. The foreign expertise
of employees was also tested as a firm-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 firms 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 firms
(nine born-globals) from different 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 firms
(Lindqvist, 1991), the findings of 15 pilot case studies indicated that in firms
having experienced managers (for example in the same industry as the
current firm), 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 firms (Lindqvist, 1991), the firms with management having pre-
vious industry experience and established contacts with representatives were
significantly younger at the time of first foreign entry. However, the number
of years required to enter five foreign markets did not vary with previous
experience. The author also found that many of the sample firms which had
established a subsidiary in a certain market did not possess earlier, lower
commitment experience in that market. Rather surprisingly, another finding
was that firms that could benefit 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
firms (21 INVs). The degree of internationalization at the time of initial
public offering (IPO) was directly related to product differentiation, previous
international work experience of the top management, and firm size at the
point of TPO. The international education of the management was not
significantly related to the extent of internationalization of the firms. The
degree of internationalization was measured as whether the firm was
engaged on a foreign continent in each of Porter’s five 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 firm
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 findings in another UK-based sample (82 biopharmaceut-
ical INVs), the TMT members do not have a major affect 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 findings suggest a significant 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 firm. The medium-sized firms had more TMT members with
international experience as compared to small firms. Also, the more
developed the firm 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
significant relationship between listed or unlisted firms or type of firm
activity (platform technology or product development) and the proportion
of experienced managers. Furthermore, the experience of TMT in certain
world regions was a statistically significant determinant of the presence of
the firm in that same region. The relationship between the type of profes-
sional expertise (in entry modes) and predominant foreign entry mode was
positive and significant 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 firm
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internationalization but rather with firm 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 different
experience types have been investigated (for example experience in previous
firms, previous start-ups or firm 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 INYV 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 firm’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. Conflicting results seem to remain strong as researchers have
also found either negative or no relationship between different 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
firm performance, growth) the term ‘international experience’ has received
rather less conceptual attention. Often the experience has been defined
through different empirical operationalizations (such as years of export-
related work experience, foreign education, number of foreign trips) without
more general theoretical definition. Also the concepts ‘international orien-
tation’ and ‘international experience’ have sometimes been used as synonyms
(Gurau and Ranchhod, 2003). For definitions, 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 specifically, such as strategies employed. Additionally, the
kinds of international experience and experientially acquired capabilities that
are discriminators of different internationalization paths of firms are yet to
be researched. Most of the previous studies indeed have deficiencies regard-
ing this matter as they have taken rather narrow and superficial measures of
international experience. Most studies do not differentiate 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 specifically what kind of
knowledge, skills and abilities are acquired experientially, and their conse-
quences for firm behaviour. Following this discussion, two areas for further
research are identified:

e 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.

e 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 first
area, which is arguable also by the nature of experience—expertise link.
Consequently, it is first important to know the types of experiences that are
related to new venture internationalization in the first 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
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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 suffi 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 firms,
154 firms that did not fulfill the selection criteria and firms whose address
could not be identified, the final target group decreased to 2654 firms.

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
firms and their decision-makers’ prior experience is more diffi 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 firms are
shown in Table 10.2. Based on the number of employees, annual turnover
and field of industry, there seemed not to be any great differences 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
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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%

purchasing, foreign sales, firm strategy in international business, perform-
ance, future prospects, and key figures, as well as other background infor-
mation of the firms. The respondents of the questionnaire were either the
managing director (in small firms employing less than 50 people) or the
manager responsible for international operations (in medium-sized firms).
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 firm, (b) business experience in international assignments in a foreign
firm, (c) educational experience abroad, or (d) other experience abroad
before the current firm 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 firm’s
decision to start operating internationally’ (Likert scale 1-5). Whereas the
first 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
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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 firms is rather small and the majority of the firms are family-
owned (only 23 per cent belong to a larger group) (Table 10.2). Reflecting
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 superficially 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 specified information than in
earlier studies. In addition, international work experience in domestic firms
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 firm 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 differences 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 specifies 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 firm’s turnover three years after the firm’s foundation
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(classified 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 classified into four groups
on the basis of two variables: (1) share of foreign sales three years after firm
foundation (being more or less than 25 per cent): and (2) firm 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 defining 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 define the internationalization speed of new ventures.

To test the relationships in the first three hypotheses, two-tailed correla-
tional analysis was used. This way the relationships between different 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 differences 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 differences
found.

Case Study

The case studies were identified 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 firms represent different 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
firms vary in terms of experience and internationalization degree.

The data of the case firms was collected through the above survey ques-
tionnaire, personal contacts (using a semi-structured questionnaire) and
firm 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 identified (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 firm existence (first
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
firms with regard to experience of different types is shown in Table 10.4. All
these experiences were gained before the current firm had started inter-
national operations. As can be seen from the table, in a large proportion of
the firms 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 firm 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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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

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 significantly and positively with managers’ experience in
international work in a domestic company as well as the respondents’
evaluation of their firm’s managers’ international experience level. This
finding 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, significant negative correlation
could be found with international experience and years from firm estab-
lishment to three foreign entries. Specifically, 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 significant level. The correlations with inter-
national experience of studying and living abroad and of working in a
foreign firm 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 firms. 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 different firm 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 firm’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
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Table 10.8  Pearson correlations of the internationalization motive and
internationalization speed variables
Variable 1 2 3 4 S
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).

impact of management’s international experience on the decision to start
operating internationally correlated positively and significantly with all
the variables measuring the amount of international experience of
management (hypothesis 2). Thus, the findings give strong support for
hypothesis 2. Three experience variables (studying experience, subjective
evaluation of management international experience and language skills)
correlated positively and significantly with the management international
interest as a stimulus for internationalization. Five variables (living expe-
rience, international work in domestic firms, and subjective evaluation of
management international experience, education level, and language
skills) correlated positively and significantly with the internationalization
stimulus of the management having never considered its home market as
the only market.
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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 0045 1
—0.066 0.251(**) — 0.186(*)  0.119  0.005 1

0.161(%)  0.165(*)  0.057 0087  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

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 finding
gives partial support for hypothesis 3. Other significant 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 firm had never con-
sidered its home market as the only market. The age at third foreign entry
seemed to correlate negatively at a significant level with inadequate demand
in the home market and firm never having considered its home market as
the only market. Surprisingly, a significant 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 differences between the initial internationaliza-
tion behaviour of new ventures. Thus, the possible differences in the mean
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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 classification 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 firm, international work experience in
foreign firm, 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 firms 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.

Significant group differences were found in three variables — international
working experience of the entrepreneur and managers in a domestic firm,
international working experience in foreign firms, 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 significant differences
between the group mean values were found (p = 0.108). Using the
Bonferroni test to investigate further the group differences, only two
significant results were found however. First, the international work experi-
ence in domestic firms of group 4 was significantly higher than in group 1.
Second, the evaluated level of language skills of group 4 was significantly
higher to that of group 2. In the variable of international work experience
in a foreign firm, a nearly significant difference 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 firms, 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 firms,
variety with regard to prior international experience of focal actors could
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be identified. 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 field at international level, but this experience
varied significantly 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
financing) soon after establishment was met with firms having decision-
makers with higher previous international experience. Two of the most
globalized companies — as determined by internationalization level of
different 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 firms 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 firms and extremely high in four
of the firms. In the eighth case company the founder had worked in the
same field, 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-off of a business unit).

Direct links between international experience and more specific inter-
nationalization behaviours and decisions are further illustrated with firm
D (see Table 10.3). This firm 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 defined 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.
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Firm D is operating in the electrotechnical industry and manufacturing
frequency converters. The first two years after establishment in 1993 were
dedicated to product development. The first 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, firm 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 field, and the advantages of smaller organization. The success
of firm 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, financiers 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 different 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 firm’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 firm. The TMT members’ former
assignment in the multinational company in the same field resulted in
important knowledge and familiarity of the international business in the
field. In later phases, in addition to TMT-level experience, the firm



Acta Wasaensia

250 Managing complexity and change in SMEs

also benefited 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 first 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 first country the sales were
through the distributor, in the second country through the firm’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 field. One of the main
markets of firm 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 firm’s tech-
nology, the company signed brand label contracts with large MNCs in the
market. Through these arrangements the firm 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 field 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 influence on specific decisions that might
explain these firms’ development and the consequent internationalization
degree. After reviewing previous findings on this issue, the research gap
was identified and two areas in need of further empirical research were
presented. This chapter presents findings for the first 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 findings 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 first 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 significant relationships between experience and internation-
alization. Especially, prior experience in international work in domestic
firms 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
firms is significantly related to firms’ 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 affected 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 significantly 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, firms 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, firms that after three years of foundation gained over a quarter
of total sales from a few foreign countries. As a surprising finding,
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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 significantly higher scores
only on two types of experience: language skill level of the TMT and inter-
national working experience in domestic firms. 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 firms different
management-related attributes were found to be important explanatory
factors for internationalization behaviour. International experience was
highest in firms especially characterized by the employment of several
different foreign operation modes soon after establishment, whereas in
firms 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 finding 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 findings concerning the mediating role of experience in decision-
making, and furthermore, they deepen the understanding of the link of
decision-maker experience to specific foreign market entry operations and
related decisions.

When reflecting upon the findings with regard to their theoretical impli-
cations, the following conclusions can be made. Overall the survey findings
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 firms 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 firm 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 firm, as is reflected by the
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significant positive correlation between five 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 findings 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 firm’s operations. However, empirical researches
on the links between these issues published so far are few, and thus the case
study findings reported here are also important for theory building.

The findings 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 findings are of use from the point of view of the managers
preparing financing applications for the ventures and of financiers evaluat-
ing them. It is general that in financing decisions of new ventures the
financiers 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 financiers 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 findings of this study indicate, international experience of different
types does have an effect on the decision-making of the new venture as well
as on its actual international growth. Following this, the findings of this
study may be of use when recruiting the management team of a new venture.
The different 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 influences, 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 influence 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 firm behaviour. This is reflected by the many conflicting 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 different 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 identified (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 diffusion 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
significant 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 affect. The personal relations may act
as an impulse and first 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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findings suggest that the managers of INVs or born-global firms 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 specifically, 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 differentiation between service and manufacturing
firms or limiting the research to one industry.

Finally, as was noted in this study, experience has been measured
differently in previous research, and more comprehensive measures and
multidimensional research of the relationships are needed.
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The Role of Proactiveness and Reactiveness in International
Entrepreneurship — A Conceptual Review

Research on internationalisation of new ventures has been ongoing for decades and a research
stream named international entrepreneurship (IE) has emerged as an intersection of international
business and entrepreneurship theories. When integrating two different research streams, it be-
comes relevant to explore how the underlying assumptions of the streams fit with each other. For
this purpose this conceptual study examines the background theories of IE in more detail and from
a new viewpoint, by identifying whether a discrepancy in the underlying orientations of the core
theories of IE can be identified regarding the role of proactiveness and reactiveness. This is ap-
proached by exploring the role of proactiveness and reactiveness in entrepreneurship and interna-
tionalisation theories, and finally in the international entrepreneurship theory. Through this explo-
ration the aim is to discuss how existing theories can strengthen IE theory and enhance our com-
prehension of new venture internationalisation.

Based on this discussion, suggestions for theory development are drawn. Despite the field of
IE is getting established, the literature review conducted in this study suggests that its further
development is faced with a challenge brought about by the core theories’ differing implications
about proactiveness and reactiveness. Currently, these are imbalanced in IE, as proactiveness is
adopted as a natural foundation of IE theory on the definitional level. The integration of interna-
tionalisation and entrepreneurship theories on IE theory and the understanding of new venture
internationalisation require parallel acknowledgement of proactiveness and reactiveness. Implica-
tions for further research are also provided. The contribution of this paper is mainly theoretical
and falls into the paradigm of international entrepreneurship.

Key words: Proactiveness, reactiveness, new ventures, internationalisation, en-
trepreneurship, international entrepreneurship

Introduction

Research on new ventures and internationalisation has been going on for several
decades. During the past 20 years a research stream named international entrepre-
neurship (IE) has developed through increased evidence of fast and early interna-
tionalising ventures (McDougall 1989; Rialp, Rialp and Knight 2005: Keupp and
Gassmann 2009). IE has been described as an intersection of two research tradi-
tions: international business and entrepreneurship (Dana, Etemad and Wright
1999; McDougall and Oviatt 2000). Despite the field of IE is getting increasingly
established, there are still issues to be studied and further consolidation of the
field is still in place. Keupp and Gassman (2009) raise evidence for the fact that
this far contributions to the field of IE have failed to integrate the core theories
and, consequently, they call for increased attention to this issue. When integrating
two different research streams, it becomes relevant to explore how the underlying
assumptions of the streams fit with each other, and how they can be utilised in a
complementary manner to enhance a new theory. This can be done by exploring
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common themes in the theories. A widely-cited definition of IE has been provided
by McDougall and Oviatt (2000:903), according to which international entrepre-
neurship is “a combination of innovative, proactive, and risk-seeking behaviour
that crosses national borders and is intended to create value in organizations”. The
three concepts of innovative, proactive and risk-seeking behaviour directly origi-
nate from entrepreneurship theories and follow the way Covin and Slevin (1989)
define entrepreneurial orientation. Thus, the question arises how these three con-
cepts coincide with the international business theories. Jones and Coviello (2005)
identify innovation to be a common characteristic for both entrepreneurship and
international business theories in their article on entrepreneurial internationalisa-
tion behaviour. Also risk-seeking is discussed in international business theories
where an increase in resource commitment abroad is seen as an increase in risk-
taking. In addition, the concept of risk-averseness is identifiable in internationali-
sation theories.

In traditional internationalisation theories mainly the counterpart of proactiveness,
1.e. reactiveness, has been discussed as internationalisation is seen as a venture’s
reaction to stimulus (e.g. Johanson and Vahlne 1977). For example, the interna-
tionalisation process has traditionally been regarded to begin with reacting to un-
solicited orders (e.g. Johanson and Vahlne 1977, 2006; Bilkey and Tesar 1977;
Cavusgil 1980; Reid 1981; Czinkota 1982). In entrepreneurship, the venture is in
turn described as a proactive actor where the entrepreneur’s active observation of
an overlooked opportunity creates business (e.g. Schumpeter 1934; Kirzner
1973). Based on these notions we have chosen to focus on the concepts of proac-
tiveness and reactiveness (cf. Miller and Friesen 1977) and the coincidence of the
possible implicit or explicit assumptions on these in the core theories of IE. The
question to be studied in this conceptual paper is, if a discrepancy in the underly-
ing orientations of the core theories of IE can be identified regarding the role of
proactiveness and reactiveness. To address the research question the main objec-
tive of the paper is to explore the role of proactiveness and reactiveness in entre-
preneurship and internationalisation theories, and finally, in the international
entrepreneurship theory. Through this exploration it is discussed how existing
theories can strengthen IE theory and enhance our comprehension of new venture
internationalisation.

The paper is organised as follows. First, to provide a conceptual basis for the
study, the definitions of proactiveness and reactiveness and other closely related
terminology used in the three streams are reviewed, accompanied with a literature
table. Next, the study goes deeper into previous entrepreneurship research and
elaborates the association observed in the discipline between entrepreneurship on
one hand and proactiveness as well as reactiveness on the other. After that, it dis-
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cusses proactiveness and reactiveness from a viewpoint of international business
theories. Focus is laid on theories used in the context of smaller ventures, i.e. be-
havioural internationalisation theories as the stage models and the network-
approach. Finally, the study reviews the international entrepreneurship literature
in light of proactiveness and reactiveness. The study ends with conclusions and
implications for further research.

Proactiveness and reactiveness — reflections from theory

Proactiveness and reactiveness can be defined in a number of ways. In the Oxford
English Dictionary (1989, Vol. XII 533, Vol. XIII 256), proactiveness refers to a
person or an organisation that “...creates or controls a situation by taking the ini-
tiative or by anticipating events (as opp. to responding to them); al-
so...innovative, tending to make things happen.”, so it deals with pre-emptive
problem identification and solving, as well as opportunity exploration and exploi-
tation. Reactiveness, in turn, is defined as “To act, or display some form of ener-
gy, in response to a stimulus; to undergo a change under some influence.” or “To
act in opposition to some force.”, thus it deals with responding afterwards to
something that has already taken place. Opportunities and threats are strongly
related to proactiveness and reactiveness (Dutton and Jackson 1987; Chattopadh-
yay, Glick and Huber 2001, 939). Ventures can behave either reactively or proac-
tively toward opportunities and threats originating from within the venture or its
external environment.

In table 1, the proactiveness and reactiveness related terminology used in entre-
preneurship, internationalisation, and international entrepreneurship literature is
reviewed. The literature review was conducted on both theoretical and empirical
studies published in books and peer-reviewed journals in the aforementioned
fields. In the review also those studies were included that did not use the exact
terminology of proactiveness or reactiveness, but addressed closely related phe-
nomena. Proactiveness and reactiveness and their related conceptualisations are
analysed in different levels and contexts as indicated in the table. The table pro-
vides a conceptual basis for the further analysis of the role of proactiveness and
reactiveness in the three theories and will be discussed in more detail in the com-
ing sections.
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In several of the listed studies, the theoretical foundations of the terminology are
derived from strategy literature. Among the strategy literature Miller and Friesen
(1977, 1978, 1984), Mintzberg (1973) and Venkatraman (1989) have inspired
many authors and their line of thinking. Appendix 1 therefore offers a closer as-
sessment of proactiveness and reactiveness in the strategy literature.

Proactiveness and reactiveness from an entrepreneurship
viewpoint

Entrepreneurship is often described as proactive, risk-taking and innovative be-
haviour resulting from the discovery of a novel competitive advantage (Miller
1983; Covin and Slevin 1991; Kuratko, Ireland and Hornsby 2001). In research
on entrepreneurial ventures, proactiveness has also been suggested to be one of
the five independently varying dimensions of entrepreneurial orientation — auton-
omy, innovativeness, risk-taking, proactiveness and competitive aggressiveness
(Lumpkin and Dess 1996). Thus, proactiveness is an inherent characteristic asso-
ciated with entrepreneurship. Opportunity seeking, identification and exploitation
are furthermore central activities to the entrepreneur (Shane and Venkataraman
2000). These activities include proactiveness, as they build on the assumption that
the entrepreneur is actively involved in anticipating and seeking opportunities
rather than acts upon readily available external opportunities. Lumpkin and Dess
(1996) suggest that a proactive venture is a leader but not always a first-mover
and agree with Venkatraman (1989, 949) that proactiveness refers to processes
aimed at anticipating and acting on future needs by “seeking new opportunities
which may or may not be related to the present line of operations, introduction of
new products and brands ahead of competition, strategically eliminating opera-
tions which are in the mature or declining stages of life-cycle”. Miller (1983, 771)
states that an entrepreneurial venture “is first to come up with ‘proactive’ innova-
tions”. As defined by Miller and Friesen (1977, 278), proactiveness refers to a
certain type of venture temperament in the sense that while a proactive venture is
the “first to act” and “shapes the environment by introducing new products, tech-
nologies, administrative techniques, etc.” a reactive venture tends rather to “react
and follow the leader”. Reactive ventures, in this sense, would be those that copy
their competitors (Miller 1983). Such behaviour is not associated with entrepre-
neurship.

Kirzner (1973) stresses that entrepreneurial activity is about identifying issues
that earlier have been overlooked. This he calls entrepreneurial alertness. Entre-
preneurial alertness refers to a capability of foreseeing opportunities when one
comes across them (Kirzner 1973; 1997; Kaish and Gilad 1991). An entrepreneur
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successful in discovering opportunities is all the time “spontaneously on the look-
out for hitherto unnoticed features of the environment (present or future), which
might inspire new activity on his part” (Kirzner 1997, 72). This clearly demon-
strates proactive behaviour. So does the Schumpeterian view of entrepreneurs,
since characteristics as creativity, boldness and imaginativeness are emphasized.
In addition, “the Schumpeterian entrepreneur does not passively operate in a giv-
en world, rather he creates a world different from that which he finds” (Kirzner
2009, 146). Proactiveness is furthermore present in Schumpeter’s view that the
entrepreneur is a forward-looking innovator, “who breaks up established routines
and opposes the old way of doing things” (Brouwer 2002, 89). According to
Schumpeter (1934; 1942) innovations are new combinations of resources. The
new combinations of resources need not only be new products or services, but can
also take the form of discovery of new raw materials, new methods of production,
new ways of organising or new geographical markets. Casson (2005) points out
that through distribution channel innovation entrepreneurs engage in extending
existing markets to new customers, and through product innovation they even
create new markets that have not existed from before. Parallels can, thus, directly
be drawn between innovation and proactiveness. Lumpkin and Dess (1996) also
state that a proactive forward-looking perspective is closely linked to innovation
and innovativeness. These are all examples of how entrepreneurship has been
described in a proactive manner. However, in entrepreneurship research also other
signs of proactiveness can be found, even though these signs are not explicitly
related to proactiveness. As an example, entrepreneurs are said to be more opti-
mistic than people who do not invest in projects (Casson 2005). This optimism
creates an opportunity for the entrepreneur as the pessimism of others constitutes
a psychological barrier for them to enter a market. This in turn makes it possible
for the entrepreneur to exploit opportunities others do not yet believe in, which
can be seen as a sign of proactiveness. By definition the phenomenon of entrepre-
neurship involves proactive behaviour. So, is reactiveness at all mentioned within
the entrepreneurship research field? Based on the literature review conducted, we
claim that reactiveness has been associated with non-entrepreneurial ventures
and thus it is discussed very scarcely and narrowly (as the opposite of entrepre-
neurship) in entrepreneurship theory.

Proactiveness and reactiveness from an internationalisation
viewpoint

The development of the research tradition on internationalisation and the multina-
tional enterprise has been evidenced through different approaches: Industrial or-
ganisation theory, internalisation theory of the MNE, Transaction-cost theory,
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Eclectic theory of international production, Resource-based view and Nordic re-
search (i.e. the contributions on internationalisation process theory/stage models
and the network approach) (e.g. Weisfelder 2001). Especially the foreign direct
investment theory and the stage models have in the history of international busi-
ness research represented two main schools of internationalisation research: an
economics school and a behavioural school (Benito and Welch 1994), with both
approaches seeing ventures to exercise some form of strategic decision-making
behaviour. However, as a framework for conceptual development and analysis of
internationalisation of smaller ventures, the stage models alone or in combination
with the network approach have prevailed (Coviello and McAuley 1999). Based
on these arguments, this study places special attention to these two approaches
and their possible assumptions on proactiveness/reactiveness in the understanding
of the internationalisation of ventures, i.e. 1) the behavioural school and interna-
tionalisation process models — the Uppsala-model (Johanson and Wiedersheim-
Paul 1975; Johanson and Vahlne 1977), the Innovation-model (Bilkey and Tesar
1977; Cavusgil 1980) and Luostarinen’s (1979) approach; and 2) the Network
approach of internationalisation (e.g. Johanson and Mattsson 1988, Coviello and
Munro 1995).

Review of proactiveness and reactiveness in internationalisation process models

According to the internationalisation process models (stage models), the interna-
tionalisation of ventures is viewed as a process in which ventures gradually in-
crease their international involvement. The different process models introduce
slightly varying stages to describe the increase of commitment in individual coun-
tries (Uppsala-model) or in general (Innovation-model). Unlike in the other mod-
els, Luostarinen’s (1979) stage-model emphasizes internationalisation to include
not only outward operations but also inward and co-operative modes of interna-
tional activity. In the stage models, the ventures are seen to advance with a slow
pace in their foreign operations. Because of the prevailing obstacles, such as lack
of knowledge, resources and uncertainty, the ventures start operating abroad only
after first developing in the domestic market. The venture starts foreign opera-
tions typically by exporting to neighbouring countries or countries that are well
known and similar e.g. with regard to business practices (Bilkey and Tesar 1977,
Johanson and Wiedersheim-Paul 1975; Johanson and Vahlne 1977). The Uppsala-
model has been criticised for the fact that it does not explain why and how the
internationalisation actually begins (Andersen 1993), i.e. the initial conditions and
motivations which in turn are seen as crucial factors in explaining international
small new ventures. Especially the Innovation-model suggests that ventures begin
to export because they receive unsolicited requests from abroad (Aharoni 1966;
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Bilkey and Tesar 1977; Wortzel and Wortzel 1981; Varaldo 1987). As the foreign
demand increases, the ventures progress to more organised and committed export-
ing. According to the Uppsala-model, exporting leads to increased experience and
knowledge of the foreign markets, culture and language and reduces uncertainty,
thus encouraging ventures to advance in their internationalisation path (Johanson
and Vahlne 1977). Internationalisation is seen as a consequence of incremental,
risk-averse and reluctant adjustment to changing conditions of the venture and its
environment (Johanson and Vahlne 1977; 1990).

Based on these notions on the stage models, their explanation of venture behav-
iour implies a relatively reactive view. They emphasize especially reactive inter-
nationalisation stimulators and adaptive organisational learning (as a consequence
of adjusting to changing conditions). In Uppsala- and Innovation-models, issues
basically influencing the pattern are experience, resources, unsolicited orders and
psychic distance of the markets. Moreover, the different types of barriers to ex-
porting or internationalising have received considerable attention in traditional
internationalisation research (Mattsson 1986). The emphasis of barriers (such as
lack of knowledge) instead of opportunities is, although not explicitly, a sign of a
reactive stance to venture behaviour (cf. the optimism and opportunity emphasis
in entrepreneurship).

However, already in the 1980°s entrepreneurship and international orientation
were acknowledged as stimuli for internationalisation. A sign of proactiveness
can be seen in Cavusgil’s (1980) research, where expectations and aspirations of
the management and aggressiveness were important determinants of export be-
haviour. However, still the unsolicited orders were emphasized in explaining ini-
tial exports while the internal motives might influence in later stages. Leonidou,
Katsikeas, Palihawadana and Spyropoulou (2007) argue that small ventures’ in-
ternationalisation process is affected simultaneously by reactive and proactive
motives, the former motive often seen as more important in the first stages of ex-
porting (Leonidou et al. 2007).

In their later development of the Uppsala-model, Johanson and Vahlne (2003;
2006; 2009) have integrated the mechanisms of the original model with the net-
work approach. Instead of concentrating on country market, the focus of analysis
is on the relationship level and particularly on the causal chain of relationship
commitment over relationship knowledge development and uncertainty reduction,
and on this network knowledge development to opportunity development (Johan-
son and Vahlne 2003; 2006). While stressing the importance of opportunity de-
velopment in the model, and thus indicating some proactiveness in their view, the
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re-developed model, however, sees the opportunity as an outcome, the last stage
in the internationalisation process model, in a slightly reactive manner.

In the follow-up article from 2009 Johanson and Vahlne respond to the criticism
directed toward their original model. They acknowledge that aspects such as bar-
riers, constraints and psychic distance were explicit in their model; however, they
still argue that enablers of internationalization and opportunity development also
were included yet more implicitly. They also emphasize that their model was not
about risk avoidance or uncertainty reduction, but about indicating a need for risk
management. Thus, the intentions regarding their model seem to have been to be
more positive and proactive, than how their work indeed has been interpreted. In
the revised Uppsala model Johanson and Vahlne (2009) claim that internationali-
sation and entrepreneurship resemble each other to a large extent e.g. regarding
risk, uncertainty and opportunity development. The revised network-based model
has according to Johanson and Vahlne (2009:15) some implications for the inter-
nationalization process. For example, they point out that reasons for foreign ex-
pansion may either be “the likelihood of finding interesting business opportuni-
ties” or the desire of existing relationship partners to follow them abroad. The
former is clearly proactive, whereas the latter is a reactive reason to international-
ise. Thus, the recent revised Uppsala model more explicitly involves signs of both
proactiveness and reactiveness.

Review of proactiveness and reactiveness in the network approach to
internationalisation

In addition to the incremental stage theories, the network approach has had a con-
siderable impact on small venture internationalisation research and networks have
been related to successful SME internationalisation by several authors (e.g., Jo-
hanson and Mattsson 1988; Forsgren and Johanson 1992; Coviello and Munro
1995; 1997; Chetty and Blankenburg Holm 2000). Researchers taking a network
perspective on internationalisation focus on the role of inter-organisational and
inter-personal relationships of the venture in international activities. The main
thought within this approach is that a venture’s internationalisation depends more
upon the organisation’s network relationships than on venture-specific advantages
(Coviello and McAuley 1999) or on the characteristics, culture or psychic dis-
tance of the market chosen (Johanson and Mattsson 1988; Crick and Jones 2000).

Chetty and Blankenburg Holm (2000) conclude that business networks are rele-
vant for internationalisation as ventures interact with network partners in order to
extend, penetrate and integrate their international markets. The advantages gained
through the network are, according to Chetty and Blankenburg Holm (2000), ac-
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cess to new opportunities, knowledge, experience, as well as synergies from
shared resources. For small ventures with limited resources, networks offer an
alternative way of getting access to the resources needed in order to international-
ise. Particularly, the relationships influence foreign market selection, entry mode,
and product development (Coviello and Munro 1997).

Networks as a mean for internationalisation may be both proactive and reactive.
For example, Harris and Wheeler (2005) make a distinction between two types of
networks: those that are planned and developed specifically for the purpose of
benefiting the venture during a systematically planned internationalisation process
(Yip, Biscarri and Monti 2000) and those that exist from before and that entrepre-
neurs employ during internationalisation (Coviello and McAuley 1999). In the
first case, networking might be regarded as a proactive activity, purposefully de-
veloped in advance to enable internationalisation. However, in the network ap-
proach much of the reasoning also stems from the assumption that the business
environment is composed of networks, and the fact that these networks most often
cross national boundaries causes ventures, which are active in a network, to actu-
ally be international as well. That is, the venture goes along with the network,
follows existing customers abroad, or starts international business as a conse-
quence of inquiries from foreign partners in the own network. In this sense, the
network view can be regarded as a less proactive approach.

Proactiveness and reactiveness from an international
entrepreneurship viewpoint

In the earlier chapter reactive and proactive aspects in entrepreneurship and inter-
nationalisation theories were reviewed. These reflections are now brought to dis-
cussion together with the current state of international entrepreneurship research.

The emergence of a research stream named international entrepreneurship (IE)
has been evidenced since the 1990’s. The earliest references to early internation-
alisation can be situated in the 1980’s (e.g. Hedlund and Kverneland 1985;
Bonaccorsi 1992). As typical for an emerging research area in general, also the
status of research on IE and international new ventures (INV) can still be regard-
ed rather dispersed and exploratory in nature. Despite vast empirical research on
the existence and characteristics of this phenomenon, there is still need for more
sophisticated theoretically based research (Rialp et al. 2005; Keupp and
Gassmann 2009).

Considering the internationalisation and entrepreneurship theories in light of in-
ternational entrepreneurship, the connections of the two aforementioned streams
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are different. International entrepreneurship is by definition established on the
entrepreneurship research tradition and the influence is evident, although maybe
not very clearly empirically based. McDougall and Oviatt give the following two
general definitions of international entrepreneurship in 2000 and 2005 respective-

ly:

International entrepreneurship is a combination of innovative, proactive,
and risk-seeking behavior that crosses national borders and is intended to
create value in organizations. (McDougall — Oviatt 2000, 903)

International entrepreneurship is the discovery, enactment, evaluation, and
exploitation of opportunities — across national borders — to create future
goods and services. (Oviatt — McDougall 2005, 540)

These definitions go beyond new venture internationalisation and while the first
definition is based on the elements of entrepreneurial orientation, the latter one
aims to be consistent with the entrepreneurship discipline’s emphasis on oppor-
tunity recognition. Thus, the definitions of international entrepreneurship show
that researchers within the area largely build upon the proactiveness inherent in
the entrepreneurship field; within the first definition explicitly through using the
concept of “proactive” and in the second definition through emphasizing the ac-
tivities related to opportunity recognition. Proactiveness within international en-
trepreneurship can also be observed in the fact that the division of international
entrepreneurship focusing on international new ventures often describes these
ventures to be started and led by entrepreneurs driven by a strong global vision
from initiation. It has been evidenced that these entrepreneurs view the world as
their marketplace from the very beginning (McDougall, Oviatt and Shrader 2003),
which indicates a proactive attitude towards internationalisation. Pla-Barber and
Escriba-Esteve (2006) demonstrate that a proactive attitude towards international-
isation among the management team will increase the likelihood that the venture
engages in an accelerated internationalisation process, whereas the opposite, a
reactive attitude, correspondingly results in a more gradual, slower internationali-
sation process. In international entrepreneurship, growth opportunities are seen as
drivers for new ventures’ choice to internationalise, whereas the internationalisa-
tion process theory stresses venture survival in understanding why ventures inter-
nationalise (Sapienza, Autio, George and Zahra 2006).

In the definition of IE, internationalisation theories again are more implicit by
working rather as a context of entrepreneurial behaviour — the internationalisation
process as such is not in the focus. However, IE and INVs have often been stud-
ied from the internationalisation theory perspective, implying that entrepreneur-
ship and the new venture in turn have operated as context (Keupp and Gassman
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2009). In these studies focus has been on e.g. the internationalisation process,
network/relationships, and decision-making on entry modes and target market
selection. Adopting the internationalisation theory perspective in IE and INV re-
search has indirectly brought up the presence of not only proactiveness, but also
reactiveness in behaviour. The internationalization behaviour of INVs has been
described to be shaped by globally spread niche markets and high level of indus-
try internationalisation (McDougall 1989; Oviatt and McDougall 1997; Chetty
and Campbell-Hunt 2004). A niche market focus forces the venture to enter mul-
tiple foreign markets simultaneously because of the limited domestic market.
From the network theory perspective a high level of industry internationalisation
have been found to cause INVs to follow its international networks (Mathews and
Zander 2007). Additionally, one contribution of internationalisation theories on
IE has been the adoption of the market orientation concept to the research of early
internationalised ventures. As such that concept traditionally implies a rather re-
active approach to behaviour (cf. the responsiveness to information and customer
needs), although some researchers (Narver, Slater and MacLachlan 2004) have
later aimed to develop it towards more dual approach, incorporating both proac-
tive and reactive dimensions. Thus, based on the findings of these studies it is
questionable whether the internationalisation theory and the parallel role of proac-
tiveness and reactiveness have been duly acknowledged in the definition that IE
holds.

As an example, one area largely dealt with within IE research and INVs are the
motives to internationalise. According to Czinkota and Ronkainen (2001, 267-
276), motives precede action, and in internationalisation, these motives consist of
several pushing and pulling factors affecting the venture’s internationalisation
path at the same time. These motives are formed of reactive and proactive factors.
They are often situation-specific, varying to time and influenced by industry-
context (Leonidou et al. 2007). In the IE literature, numerous motives affecting
the new venture internationalisation have been identified, including both proac-
tive and reactive types of internal or external motives (see eg. Johnson 2004). In
the internationalisation of new ventures proactive motives evidenced as important
(e.g. Liet al. 2004, 96-97) include for example vision of top management (John-
son 2004; Knight 1997), seeking of new markets (Knight 1997), general expan-
sion strategy (Aspelund and Moen 2005) and identification of specific interna-
tional opportunities (Johnson 2004). Similarly, the fast and early internationalisa-
tion have been found to be affected by many reactive motives, such as too small
domestic market (Madsen and Servais 1997; Johnson 2004; Aspelund and Moen
2005; Spence and Crick 2006), government support (Spence and Crick 2006),
necessity for survival and foreign initiatives (Aspelund and Moen 2005). Accord-
ing to Aspelund and Moen (2005) necessity even appears to be the major motive
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for internationalisation in these ventures. Especially in high-technology industries
— where many of the INVs actually operate — the early and rapid internationaliza-
tion has been found to be motivated by the external pull of the domestic or for-
eign customers and distribution partners (Roberts and Senturia 1996) and client
followership (Bell 1995). In some cases, the initial internationalization of these
new ventures is a consequence of a serendipitous event, which the venture reacts
upon (Spence and Crick 2006). Going further, some evidence of parallel im-
portance of both reactive and proactive motives in explaining early internationali-
sation has been found as well (see e.g. Aspelund and Moen 2005). While several
of these investigated motives do not have a specific theoretical background, many
of the proactive motives can be traced back to the entrepreneurship literature,
whereas many reactive motives have been applied from the internationalisation
literature.

To conclude, proactiveness and reactiveness are imbalanced in international en-
trepreneurship, as proactiveness is adopted as a natural foundation for IE theory,
especially on a definitional level. Nonetheless, as can be concluded from the dis-
cussion above operating on international markets sets requirements for acknowl-
edging reactiveness as well, since the external business environment can also af-
fect the venture, and not only vice versa. According to Andersson and Evangelista
(2006) in new fast growing industries technically oriented entrepreneurs can suc-
ceed in a fast international expansion by applying a more reactive internationali-
sation strategy.

Conclusions and implications for further research

In this study the background theories of IE have been examined in more detail
and from a new viewpoint by discussing whether a discrepancy in the underlying
orientations of the core theories of IE can be identified regarding the role of pro-
activeness and reactiveness. Previously, proactiveness and reactiveness have been
studied as parts of other phenomena such as entrepreneurial orientation, global
mindset and strategic posture. Unlike earlier research in the addressed fields, this
study focused explicitly on proactiveness and reactiveness as the core research
phenomena reappearing in the three fields. In doing this the study has also opened
a discussion on what proactiveness and reactiveness is on a more general level by
reviewing different approaches to proactiveness and reactiveness as well as relat-
ed concepts. This has revealed a richness and multitude of concepts around the
studied topic.
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Seeing international entrepreneurship as being an integration of two different re-
search streams (Dana, Etemad and Wright 1999; McDougall and Oviatt 2000)
also implies an integration of the assumptions and background theories of the two
rather large, mature and different (with regard to their views on proactiveness and
reactiveness) streams. In dealing with proactiveness and reactiveness, entrepre-
neurship builds on proactiveness and discusses reactiveness as non-
entrepreneurial behaviour. Emphasis on proactiveness is rather strong and explicit
in entrepreneurship literature. Internationalisation theories do not explicitly dis-
cuss proactiveness or reactiveness, but rather use terms relating to the topic. Until
some recent developments in the field (Johanson and Vahlne 2009), reactiveness
has been more prominent in traditional internationalisation literature, despite it is
often dealt with implicitly. In entrepreneurship literature proactiveness refers
foremost to a general attitude reflected in venture behaviour. Instead, in the inter-
nationalisation literature reactiveness is often associated with a set of factors that
affect especially initial internationalization of the venture and proactiveness with
secondary influencing factors affecting the later stages of international involve-
ment. This is particularly evident in the traditional stages and process models of
internationalization. Going further, in IE literature proactiveness is explicitly dis-
cussed and integrated in its definition, whereas reactiveness is dealt with more
implicitly, without acknowledging it in the theory development. While providing
important contributions to the understanding of the internationalisation of today’s
new ventures, the future development of IE may be confronted with difficulties
without a careful noticing of these differences, and a profound discussion of how
the two streams of research, internationalisation and entrepreneurship, are actual-
ly intertwined within international entrepreneurship research.

Our review identified an imbalance of proactiveness and reactiveness in the 1E
field. This imbalance can partly be explained by the findings of the rigorous re-
view made by Keupp and Gassman (2009) on the field of IE. They acknowledge
an imbalance between the use of international business theory and entrepreneur-
ship theory in IE studies. Keupp and Gassman (2009) argue that the influence of
entrepreneurship is more or less limited to the theoretical definitions of IE,
whereas the IE studies mainly build on mainstream international business theo-
ries, not trying to integrate theoretical perspectives from both fields. Thus, in the-
ory IE should intertwine theory from both the international business and the en-
trepreneurship field, but in practice IE has been dominated theoretically and em-
pirically by international business foundations. The findings of our review of pro-
activeness and reactiveness supports this notion, as we can conclude that on the
level of definitions IE researchers extensively draw on the proactiveness inherent
in entrepreneurship. However, in the actual studies conducted many signs of reac-
tiveness are also found, which might depend on the fact that the studies in IE tend
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to build more on internationalisation theories. Thus, the imbalance between pro-
activeness and reactiveness in the definitions versus the actual studies conducted
might indicate that the IE field has not yet succeeded to properly integrate the
background theories.

The aim of the paper was also to discuss how existing theories can strengthen IE
theory and enhance our comprehension of new venture internationalisation. Based
on the review, a parallel importance of proactiveness and reactiveness has been
identified in IE. It is thereby argued that both reactive and proactive activities
should take place simultaneously in internationalising new ventures. This is in
line with e.g. Chattopadhyay et al. (2001) and Green, Covin and Slevin (2007)
who have stated that it might be beneficial for a venture to be reactive and proac-
tive simultaneously, despite the general requirement of focus (Parnell and Car-
raher 2001). Yet, it is worth acknowledging that an action can change its nature
during its course, and the boundary between reactiveness and proactiveness is
wavering; in the pressures of the external environment a venture may decide to
react in a way that turns out to be proactive, whereas an action originally proac-
tive can turn out to be reactive due to sudden, unexpected changes in the envi-
ronment (Mintzberg and Waters 1982).

New venture internationalisation behaviour could thus be seen as a constant fluc-
tuation between reactive and proactive activities, yet in a manner that both of
them can exist in a venture simultaneously. In relation to this, it is argued that
ventures may benefit from employing both deliberate, long-term and emergent,
short-term strategies at the same time; keeping the venture focused and on track
without losing flexibility and swiftness (Mintzberg and Waters 1982, 497; Li et
al. 2004, 110). Both emergent and deliberate strategies can be either reactive or
proactive, or even reactive and proactive at the same time (Mintzberg and Waters
1982). Conducting business activities without a planned strategy (e.g. Crick and
Spence 2005; Leybourne 2006) can have reactive and proactive features, and lead
to successful internationalisation. In the context of new venture internationalisa-
tion in constantly changing business environments, the value of lengthy planning
is sometimes questionable. The explanations provided by previous literature on
the internationalisation of firms emphasising planned strategy may be inadequate,
since a multitude of issues are likely to affect and instead of a planned strategy
some serendipitous events might actually explain new venture internationalization
behaviour (Spence and Crick 2006). Despite the fact that ventures may have de-
liberate strategies, they may not be successful in pursuing them and end up in
pursuing a strategy they did not originally intend to (Mintzberg and Waters 1982).
Thus, conducting business with a fixed planned strategy, which in itself is a pro-
active activity, may turn out to be reactive, if the flexibility to change the strategic
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direction is not an inherent part in the way of conducting the business. This paral-
lel importance of proactiveness and reactiveness in internationalisation strategy of
new ventures should be taken into account also in the theoretical level of analysis,
where it is still largely overlooked. On the basis of the theoretical discussion pro-
vided in the previous sections, the integration of internationalisation and entre-
preneurship viewpoints on new venture internationalisation and IE theory requires
proactiveness and reactiveness to be examined in different levels.

The contribution of this paper is mainly theoretical in laying avenues and direc-
tions for further theoretical, and possibly empirical, research, and it falls into the
nascent paradigm of international entrepreneurship, where the addressed topics
are not yet studied and discussed to the core. By examining the background theo-
ries of IE this paper have aimed to help move the field forward and to improve the
quality of coming research in the field. The audience this paper foremost address-
es is the academia.

This study has given rise to implications for future research first of all on a theo-
retical level. In the respective fields of literature, there is a need to more explicitly
define the concepts of proactiveness and reactiveness, since a multitude of unde-
fined but related concepts exists. Furthermore, the link between the related con-
cepts used and proactiveness as well as reactiveness would benefit from being
further explored.

Research on why new ventures internationalise in the first place is limited and
especially the role of reactiveness and proactiveness in internationalising new
ventures has not yet been fully established. While having placed some attention to
this issue, we propose future research to more deeply be concerned with the rela-
tions between proactiveness and reactiveness in a new venture’s internationalisa-
tion. Solving the role of reactiveness in the internationalisation of new ventures
could give information on whether international entrepreneurship is arguably pro-
actively emphasised, or whether the reactiveness inherent in internationalisation
theories needs to be more equally integrated to the theory of international entre-
preneurship. This research could be approached by focusing on different levels,
first in the level of motives and the linkage that reactive and proactive factors of
the internal and external environment have with the venture’s internationalisation
motives. Additionally, future research can expand the study of proactiveness vs.
reactiveness to other levels such as the behavioural elements of internationalisa-
tion (e.g. the entry mode commitment and market expansion of new ventures),
and to study the linkage of initial motives’ proactiveness and reactiveness with
the subsequent management orientation, decision-making and behaviour.
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Appendix 1 Proactiveness and reactiveness in strategy literature

Author Provided definition Authors’ operationalisation

Chen & "Proactiveness involves taking the | Proactiveness includes propensity for action,

Hambrick initiative in an effort to shape the tendency to initiate competitive attacks,

(1995) environment to one's own ad- action execution speed and action visibility.

vantage; responsiveness involves Responsiveness includes the relative tenden-
being adaptive to competitors' cy to respond when attacked and adaptability
challenges." (p. 457) to challenges.

Czinkota & Proactiveness is in a way seen as alertness to

Ronkainen opportunities.

(2001)

Miller & Proactiveness and reactiveness are defined

Friesen through decisions (does the environment

(1977) modify the firm or the firm the environment
+ is the firm a forerunner or a follower

Miller & Proactiveness in decisions deals with how

Friesen the firm reacts to trends in the environments:

(1978) does it shape the environment by introducing
new products, technologies, administrative
techniques, or does it merely react.

Miller (1987) In reactiveness there is a strong tendency to
follow competitors in introducing new things
or ideas, to favour the tried and true and to
try to cooperate and co-exist with competi-
tors. In proactiveness the tendency is always
to try to be ahead of competitors in product
novelty or speed of innovation and usually
succeed, aim of being growth, innovation,
and development oriented and pursue a
tough "undo-the-competitors" philosophy.

Mintzberg Proactiveness and reactiveness in three strat-

(1973) egy making modes: entrepreneurial (proac-
tive), adaptive (reactive), and planning (pro-
active and reactive).

Mintzberg & Moving between reactive and proactive

Waters strategies possible, even when unplanned, as

(1982) strategies may change their formulation on
the way. Does not state that proactiveness is
only part of emergent strategies and reac-
tiveness part of deliberate strategies, as they
can be both - fluctuation between the ex-
tremes.

Venkatraman | "...reflects proactive behaviour in

(1989) relation to participation in emerg-

ing industries, continuous search
for market opportunities and ex-
perimentation with potential re-
sponses to changing environmental
trends e.g. through introduction of
new products and brands ahead of
competition, strategically eliminat-
ing unprofitable operations.”
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Entrepreneurial marketing strategies during the
growth of international new ventures — Empirical
qualitative evidence and research propositions

Johanna Hallback & Peter Gabrielsson
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Abstract. This research provides new knowledge on the development of market-
ing strategies in International New Ventures (INVs) by applying the concept of
entrepreneurial marketing to these early internationalizing firms. Using a qualita-
tive approach, the authors identify the key dimensions of this concept in INVs,
namely innovativeness and adaptation, and elaborate on the defining elements as
well as the development of these dimensions. They suggest that innovativeness
and adaptation of the marketing strategies decrease during global growth of INVs.
Other contextual issues also underlie the development of entrepreneurial market-
ing strategies; they appear to reflect especially the turbulence and global diversity
of the environment as well as the market orientation of the INV. The marketing
performance of INVs is determined by the fit between entrepreneurial marketing
strategies and the internal and external contingencies of the firm. Propositions for
future research and managerial implications are provided.

Keywords: international new ventures, entrepreneurial marketing, innovativeness,
adaptation, growth, international marketing
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1 Introduction

Since the 1990s researchers have witnessed new firms to engage in international
activities sooner and more rapidly than before. This trend offers an important
venue for international marketing research. A particularly interesting concept in
this research context is the international new venture, which can be defined as “a
business organization that, from inception, seeks to derive significant competitive
advantage from the use of resources and the sale of outputs in multiple countries”
(Oviatt & McDougall, 1994: 49). Early internationalization of the INVs poses
great challenges for marketing and the knowledge of marketing strategies become
an important aspect in the growth and success of these firms (Ripollés & Blesa,
2011). While the extensive research conducted in the past two decades has of-
fered important insights into the characteristics and behavior of INVs, research on
their marketing strategies has received less attention and is still in a nascent stage
(see eg. Rialp, Rialp & Knight, 2005).

As illustrated by the new research stream of international entrepreneurship, schol-
ars have drawn on entrepreneurship theories to describe INVs (Oviatt & McDou-
gall, 2005; Zahra, 2005). In a similar vein, to contribute to the research gap on the
marketing strategies of INVs, an approach integrating marketing with the entre-
preneurship aspects might be especially fruitful (Hills & LaForge, 1992; Mort,
Weerawardena & Liesch, 2012). Although the definition of marketing is evolving
and new approaches are being established (see e.g. Varadarajan, 2010), research-
ers have pointed out that marketing theories may not be adequate for understand-
ing smaller, younger, and entrepreneurial firms (Coviello, Brodie & Munro, 2000)
such as INVs. To deal with such firms, researchers have adopted a concept of
entrepreneurial marketing (Hills, Hultman & Miles, 2008). It is an innovative
approach to marketing under conditions such as environmental turbulence, com-
plexity, and limited resources (Morris, Schindehutte & LaForge, 2002). Although
such conditions are often present in INVs, there has been little research on entre-
preneurial marketing in these types of firms (Jones, Coviello & Tang, 2011;
Kocak & Abimbola, 2009).

Consequently, this study focuses on the entrepreneurial marketing strategies of
early internationalizing firms during their evolution from INVs to global firms.
The purpose of the study is twofold: 1) to build an understanding of how the en-
trepreneurial marketing strategies develop in INVs and to explore the contextual
factors influencing their development and 2) to analyze the relationship between
the entrepreneurial marketing strategy and marketing performance in INVs. The
study employs a theory-development type of research (Eisenhardt & Graebner,
2007) where a conceptual model and propositions are developed on the basis of
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results from a multiple case study of Finnish INVs and discussed in the light of
extant research. In particular, the study strives to develop and extend knowledge
of INVs with a focus on innovativeness, which is a key element of entrepreneurial
marketing (Morris et al., 2002; Carson, Cromie, McGowan & Hill, 1995), and
adaptation/standardization of marketing in international markets (Cavusgil, Zou
& Naidu, 1993). Drawing on the previous literature in the above-mentioned
fields, we define entrepreneurial marketing strategy in INVs as the strategic
choices concerning the innovativeness and adaptation of marketing to interna-
tional markets. For INVs facing the liabilities of newness, size and foreignness
(Zahra, 2005), it is likely to be especially important to be able to offer innovative
marketing and to adapt to local markets when competing against incumbents.

The study contributes to international business field, especially to international
marketing and international entrepreneurship research. In particular, the study
enhances the understanding of the evolution of entrepreneurial marketing strate-
gies of INV and depicts the importance of aligning these strategies with contextu-
al factors, such as the external environment, market orientation and global growth
phase of the firm, to achieve higher marketing performance. After reviewing the
extant research and outlining the entrepreneurial marketing concept in INVs, the
study proceeds with a methodological section and results of the empirical study,
which then lead to a conceptual model and propositions for future research. We
end with a discussion of the theoretical contribution, future research suggestions
as well as the managerial relevance of our research.

2 Literature review

2.1 Entrepreneurial marketing and international new ventures

Entrepreneurial marketing research has evolved intensively since the 1980s. It has
mostly been applied to marketing by small firms when they behave entrepreneuri-
ally (Bjerke & Hultman, 2002; Carson et al., 1995). Entrepreneurial marketing is
encountered more often in small than large firms (Collinson & Shaw, 2001), since
established firms face stronger internal barriers to the entrepreneurial approach to
marketing (Carson et al., 1995). Entrepreneurial marketing has been associated
with marketing actions that challenge established market conventions (Morris et
al., 2002). It is more opportunity-driven than traditional administrative marketing
(Hills et al., 2008) and it integrates marketing with innovativeness, which is cen-
tral to entrepreneurship (Schumpeter, 1934).
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There is a paucity of INV research that studies the development of marketing
strategies and adopts the entrepreneurial marketing approach for their theoretical
background (Kocak & Abimbola, 2009; Mort et al., 2012). Only a few studies in
the INV context have discussed innovativeness from the marketing point of view
but rather as an element of entrepreneurial orientation or firm culture (Zhou,
Barnes & Lu, 2010). Earlier literature stresses innovativeness as crucial for INVs
(Hughes, Marting, Morgan & Robson, 2010) and suggests customer orientation as
a key tool for remaining innovative (Kim, Basu, Naidu & Cavusgil, 2011). The
discussion of innovativeness in these studies is focused especially on products
and technologies, which becomes particularly evident in their empirical inquiries
(Gassmann & Keupp, 2007). Thus, previous studies do not seem to provide a pro-
found understanding of the diversity of innovativeness in INV marketing strate-
gies. Innovativeness in other aspects of marketing such as pricing, distribution
and channel management, marketing communication, customer relationships, and
value co-creation has been widely neglected in INV research (O’Dwyer, Gilmore
& Carson, 2009: 46). Nor do the previous studies discuss the changes in market-
ing strategy innovativeness during INV development.

Going further, to integrate the concept of entrepreneurial marketing with the INV
context, key features of international business have to be acknowledged. One
such feature is the adaptation of marketing strategies—a firm entering multiple
markets is always faced with the necessity of deciding whether and how to adapt
to individual countries or customers (Cavusgil et al., 1993). Adaptation of market-
ing strategies has received only limited attention in INV research (see e.g. reviews
by Keupp & Gassmann, 2009; Rialp et al., 2005). This is surprising given that
adaptation decisions are crucial to international firms and they have been the fo-
cus of research in international marketing for over 50 years (Theodosiou & Le-
onidou, 2003; Schmid & Kotulla, 2011). Earlier research suggests that INVs need
to capitalize on homogenous offerings (Gassmann & Keupp, 2007) or that they at
least need clear-cut decisions regarding whether they are to follow a highly stand-
ardized or a highly adapted, custom-made marketing strategy (Madsen & Servais,
1997).

On the basis of the literature review, we suggest that the understanding of entre-
preneurial marketing strategies in INVs calls for attention especially to two di-
mensions - marketing strategy innovativeness and adaptation of marketing strate-
gies to countries or customers — both of which have been studied relatively
scarcely.
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2.2 Contextual factors in the development of entrepreneurial marketing
strategies in international new ventures

Various characteristics of INVs as well as the conditions surrounding them are
likely to influence and intervene in the development of entrepreneurial marketing
strategies and ultimately in the marketing performance achieved. Earlier literature
suggests contemplating the external environment, the firm’s market orientation,
and the growth phase. Industry environment refers to turbulence and diversity,
both of which form the constraints, contingencies, opportunities, and problems for
a firm (Khandwalla, 1977: 333-340; Achrol, 1991), and all of which are likely to
influence entrepreneurial marketing strategies. Furthermore, it has been argued
that entrepreneurial marketing strategies are influenced by market orientation
(Morris et al., 2002), i.e. the organization culture and approach towards customers
competitors, and interfunctional coordination (Narver & Slater, 1990).

Entrepreneurial marketing is also likely to alter its character as the firm grows and
becomes more established (Morris et al.,, 2002). The development of entrepre-
neurial marketing strategies in INV's might be related to their global growth phase
based on earlier management literature (Scott & Bruce, 1987). Global growth has
been investigated in INVs (Autio, Sapienza & Almeida, 2000; Oviatt & McDou-
gall, 2005), and although INVs may exhibit rapid parallel expansion into foreign
countries, it has also been suggested that their global growth evolves through
phases (Gabrielsson, Kirpalani, Dimitratos, Sohlberg & Zucchella, 2008). Previ-
ous INV literature has mainly studied growth in terms of foreign expansion.
However, two dimensions — the growth of firm size (Delmar, Davidsson & Gart-
ner, 2003) and the globalization of the firm (Oviatt & McDougall, 1994) — should
be taken into account to the assessment of how marketing strategies evolve during
growth. Finally, both innovativeness and adaptation may also influence elements
of marketing performance such as market share, new product introduction rate,
and achievement of an intended customer base (Morris et al., 2002; Townsend,
Yeniyurt, Deligonul & Cavusgil, 2004).

3 Research methodology

3.1 Methodological approach

The qualitative case study was selected as the methodological approach. It is par-
ticularly appropriate when the aim is develop or extend theory in a situation
where the context plays a crucial role in understanding a phenomenon (Eisen-
hardt, 1989). More specifically, to examine the relationships of the focal concepts
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and strengthen the development of theory and propositions, multiple cases were
selected (Eisenhardt & Graebner, 2007; Yin, 2003). In this study, the research is
based on the idea of abduction through back and forth interaction between theory,
empirical data collection, and case study analysis (Dubois & Gadde, 2002). The
theorizing approach used in this study aims to utilize the case approach’s potential
in providing both contextual understanding and causal explanations (Welch,
Piekkari, Plakoyiannaki & Paavilainen-Méantyméki, 2011).

3.2 Case selection

The case selection criteria were based on theoretical sampling and the idea of rep-
lication, i.e. predicting either similar results or contrasting results, but for predict-
able reasons (Eisenhardt, 1989; Yin, 2003). To identify possible case candidates,
the initial screening was based on five criteria. 1) The firm had to meet the INV
definition adopted for this study (Oviatt & McDougall, 1994:49), which implies
that the firm had to be engaged in international activities from inception. Howev-
er, researchers have often used the limit of three years for the start of foreign sales
in INVs (Zhou et al., 2010) and the extent of engagement has often been meas-
ured through the minimum criterion of 25% of sales from foreign countries
(Knight & Cavusgil, 2004; Moen, 2002). Thus, to be classified as an INV, the
firm also had to derive at least 25% of its sales outside the domestic market with-
in three years of its foundation. 2) Only firms originating in Finland were selected
as the focus for this study. Including firms from different countries would have
hindered the analysis due to more complex contextual differences and the diffi-
culty of analyzing the causal relations among the issues studied. As a small and
open economy, Finland has a high number of INVs and therefore offers an inter-
esting environment for studying this phenomenon. 3) To be considered appropri-
ate for this study, the firm had to be established after 1990, since an earlier date
would have hindered collection of data on the early international development of
the firm and reduced their reliability. Furthermore, the firm should not have been
established as a spin-off of a larger firm. 4) Controlling for industries minimizes
the potential for confounding results and thus the focus was further narrowed by
limiting our search to manufacturing firms selling physical products.

Further theoretical selection criteria were employed to establish cases that are
consistent with the research purpose and the theoretical concepts and relationships
under inquiry (Eisenhardt, 1989). To examine and illustrate the development of
entrepreneurial marketing strategies during growth of INVs, we selected cases
that represented different types in the continuum of global growth, i.e. one case
from both extremes as well as cases “in the middle.” Additionally, cases were
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selected based on their potential to provide diverse examples of marketing strate-
gy innovativeness and adaptation.

Several sources were used in the identification and selection of the case firms (for
ex. databases of the universities and lists of associations and organizations). Fi-
nally, the process led to the selection of the four firms that are presented in Table
1. During the analysis of the data on these four firms, saturation of theory devel-
opment was evident; hence, no further case firms were selected because they were
likely to have contributed little new information (Eisenhardt, 1989).

Table 1 Basic Information on the Case Firms.
FogScreen Iqua Golla Vacon
Year Founded 2003 2004 1995 1993
Sector Walk thru Bluetooth mobile  Design bags for Frequency
projection screens —accessories portable converters
electronics
Size (2009) Micro/small* Micro/Small* Small/Medium*  Large*
Turnover €0,58M € 1,6M €238M €272,0M
Employees 13 14 44 1231
Foreign Sales in the 3™
Year
Sales outside Finland 90% 98% 85% 51%
Sales outside Europe 50% 32% 43% 14%
Foreign Sales in 2009
Sales outside Finland 90% 96% 98% 79%
Sales outside Europe 50% 32% 35% 34%
Sales Subsidiaries 2 (in USA and 5 (in USA, UK, 5 (in France, In 27 countries

Abroad Singapore, China,

Israel)

Germany, USA,
China and Japan

Singapore)

* Note: The European Commission definition of firm size in terms of annual turnover and headcount was used:
micro (< €2 million & < 10 employees), small (< €10 million & < 50 employees), medium (< €50 million & < 250
employees), and large firms (> €50 million & > 250 employees).

3.3 Data collection and analysis

To enhance data and methodological triangulation and ensure study validity, mul-
tiple sources of evidence and methods of analysis were used (Denzin, 1984; Yin,
2003). Primary data from the cases were collected through semi-structured theme
interviews where the themes were first approached with open questions. The sec-
ondary material was based on firm reports, news releases, and other written doc-
uments. The CEOs and/or directors responsible for international marketing in the
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firms were selected for interviews. Also, the founders of the firms were inter-
viewed when possible. Each interview lasted approximately 2 to 3 hours and was
recorded and transcribed.

In designing and conducting the empirical inquiry, an abductive theory-aided ap-
proach was applied. A loose theoretical categorization of the focal concepts was
used to focus our attention on data collection and analysis. Each case was first
analyzed separately, followed by a cross-case analysis. Subsequent analysis was
based on an explanation-building technique; a special type of pattern-matching
with an iterative search of causal links through both single-case and cross-case
analysis (Yin, 2003). To enhance the quality of analysis, data analysis software
NVivo was used (Sinkovics, Penz & Ghauri, 2008). Both authors were involved
in the analysis, which made it possible to enrich interpretations of the data and
strengthened the triangulation.

4 Results
4.1 Cross-case analysis of the entrepreneurial marketing strategy
dimensions

The case studies revealed various aspects of entrepreneurial marketing by INVs;
these concerned the nature and degree of innovativeness in the marketing strate-
gies used by the case firms and the varying roles of adaptation (see Figure 1).
Furthermore, innovativeness and adaptation appeared as evolving in the case
firms. A novel finding of the study also was that the innovativeness of the market-
ing strategies emerged in three specific elements: value innovation, marketing co-
creation, and low-cost marketing. In addition, the degree of adaptation in the
marketing strategies appeared in two elements; i.e. the focus of adaptation (cus-
tomers or countries) and the adapted elements of the marketing mix. A major
finding was that adaptation not only to countries, but also to major customers is
an important element in decision-making concerning marketing by these INVs.
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FogScreen .
-
1

Innovativeness of Marketing Strategy

Low

>

Low Adaptation of Marketing Strategy High
(to countries and customers)

Figure 1  Development of the Innovativeness and Adaptation of Marketing
Strategies in the Case Firms.

Innovativeness of Marketing Strategies. All four case firms seemed to have had
innovative marketing strategies at some time. Perhaps the most obvious evidence
of innovativeness was the fact that they had all received awards for some aspect
of their marketing strategies (such as for technology or product design). Although
the products/technologies of all firms were very innovative at the time of their
foundation, it appeared that in some firms innovativeness went beyond product or
technology characteristics, as will be described below. However, innovativeness
was not a static quality of the INVs studied. Instead, as evidenced by Golla and
Vacon, the innovativeness seemed to change over time and evidently to taper off.

(1) Value innovation. In the firms studied the nature of the value proposition was
different and it appeared to be an important element for building innovative mar-
keting strategies. While the initial marketing strategy in all four cases was based
on significant value innovation, some cases (Vacon, Golla and also to some extent
Iqua) had later focused more on incremental improvements to their own offerings.
The four case firms either pioneered new innovative products for emerging indus-
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try demand early on, or, as in the case of FogScreen, even created a new industry
with a value innovation that had no direct competitors. Value innovation often
entailed the parallel existence of differentiation and cost advantages and disturbed
industry boundaries. It also integrated the ideas of two or more industries in an
unconventional way. This was reflected in Iqua and Golla, both of which blended
the ideas of design, fashion, and technology (electronics), thereby positioning
themselves in a broader category, as lifestyle brands. In a similar vein, instead of
defining itself as a technology company, FogScreen positioned itself in the expe-
rience and event industry and the definition of potential customers and competi-
tors went beyond traditional industry categorization as expressed by the CEO:

Any visual effect is a competitor... everything that can create wow effect. But our
value proposition is very unique, because it's the world's only walk-through pro-
Jjection screen. (CEO/FogScreen)

While having a very innovative value proposition in the early phase, especially
Vacon and Golla now focus more on expanding their product portfolio and at the
same time face more intensive head-to-head competition. The same development
path is also identifiable to some extent in Iqua. In the first years Golla made many
changes in its product/market context, moving from innovative hand-made furni-
ture to the decoration sector and finally to mobile electronic accessories. In the
later phase, product development was characterized more by incremental innova-
tions such as improvements and changes in the existing products and extensions
of product lines and collection. Alongside product portfolio development, Vacon
is also entering new product/market contexts, i.e. the wind and solar energy sec-
tor, although more as a follower than as a pioneer.

(2) Co-created marketing. All firms stressed the importance of co-operation with
external partners to create and support various marketing functions. However, the
co-creation of marketing appeared to be different and developed during the
growth phase of the firms. In the early phase, the marketing strategies in all four
firms were characterized by intense co-creation, although further development of
INVs seemed to involve a shift from co-created towards in-house developed mar-
keting. In the beginning, co-created marketing was reflected especially in the uti-
lization of channel partners, customers, and future user groups to generate new
forms of marketing and customer value, and it appeared in functions such as de-
velopment of the brand (through co-branding or leveraging others’ brand equity),
distribution and customer service, co-operative promotion campaigns and product
development. The following quotation illustrates the co-creation aspects:

We have been doing a lot of cooperation with art, artistic people. How they see the
future of communications through these immaterial screens... This represents a
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combination of marketing that is not classical marketing and positions us as an in-
novative user of marketing. (CEQ/ FogScreen)

While Golla and Vacon appeared to emphasize the role of partners for example in
licensing agreements, co-branding, co-operative distribution, and marketing, to-
day they increasingly manage their marketing activities in-house and focus on
building a professional sales and marketing organization. Partnering with Nokia
initially helped Golla to familiarize itself with distributors in the field. However,
this strategy soon turned out to be incompatible with the growth objectives of
management and the vision of a universal Golla brand.

(3) Low-cost marketing. The last element that emerged from the cases relates to
innovativeness in low-cost marketing strategies. Again, the analysis suggests that
the firms’ appreciation and use of low cost marketing declined as they got older.
In both Iqua and FogScreen, the firms’ own investments in promotion were min-
imal; they leveraged on the advertising of sales channel partners or on co-
operative promotion campaigns with them. These INVs used innovative means to
gain low-cost promotion and used PR as a crucial and calculated part of their
marketing strategy. Innovative marketing meant a systematic and strategic ap-
proach to creating topics for media and building awareness by attending confer-
ences, using opinion leaders and celebrities as well as powerful reference pro-
jects, free product placement, and show cases with minimum budgets as ex-
plained by the CEO of one of the case firms:

PR and awards, those have been extremely valuable for us... Since you don’t have
money for paid media, you need to try to get through using editorials. (CEO/Iqua)

In the course of time, investments into marketing appear to become more signifi-
cant. This was deemed important for extending sales, expanding the customer
coverage, and differentiating from competitors. While at Golla, marketing still
focused on the intermediates, investment in consumer marketing was regarded as
increasingly important for the near future. At Vacon, early development was
largely based on the use of key persons’ relationships as a means of low cost ac-
cess to markets. Later on, the firm gradually started to invest in large-scale mar-
keting campaigns and sponsorships of its own. Currently, it appears to lag behind
the newcomers in the use of low cost digital marketing.

Adaptation of Marketing Strategies. A major finding of this study is that the mar-
keting strategy adaptation in the case firms appeared to be concerned with not
merely country differences but especially with deciding whether to adapt to cer-
tain international customers. Firms that were in the early phase did some type of
adaptation, such as customizing the products or projects for large customers and
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also used customers’ brands. This also entailed adapting to differences in the
countries where those customers were positioned.

One quite big adaptation that we made... It was the time when LG launched the
phone called Chocolate... So then we adapted our colors completely, so that they
were exactly the same Pantone colors used by LG. (CEO/Iqua)

INVs in the latter phase of development appeared to move from strong customer-
or country-specific modifications to minor regional adaptations and sales of their
own branded products. At Vacon, the first products were developed and tailored
to the needs of a few OEMs. In the early phase, these OEMs and brand-label cus-
tomers (together contributing the vast majority of sales) were offered customized
solutions and project support. Later on, along with the strengthening of its own
brand sales, the firm shifted the focus towards relatively standard hardware plat-
forms across three main product lines while adapting only the operational soft-
ware. The global markets are divided into three regions which are served by par-
allel use of global processes and some local adaptations to marketing and prod-
ucts required by each region. Golla followed a similar development path and
moved increasingly towards the use of its own brand, as reflected in the quotation
below.

In the beginning of 2000 we designed Nokia-bags in which there was a logo ‘de-
sign by Golla’. But that was not for us, we soon understood that we have to focus
on building our own way. With Nokia we were mere subcontractors. (CEO/Golla)

The main findings on the entrepreneurial marketing strategy dimensions are
summarized the Table 2.
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4.2 Cross-case analysis of the contextual factors influencing the
development of entrepreneurial marketing

External Environment. Conditions in the external environment appeared to influ-
ence the marketing strategies of the firms. All firms had initially entered some-
what turbulent business environments in terms of growth prospects and uncertain-
ties; currently, however, the industries are in a different phase of their life-cycles.
Whereas Iqua and especially FogScreen encountered industries where greater
uncertainty and a faster change rate prevailed, incremental changes in the matur-
ing technologies and a high number of competitors were more typical of the envi-
ronment of Vacon and Golla. The environmental turbulence seemed to underlie a
greater need for innovativeness in marketing as reflected in the quote comment
below:

When the recession comes [customers] cut their budget immediately...We needed
to boost R&D faster to really be able to create a low cost unit...So that definitely
made us come up faster with the new products that we introduced this year.
(CEO/FogScreen)

In general, the industry environment of the firms seemed to be becoming more
global in terms of unified market needs, global competition and favorable trade
policies. The business environment of FogScreen had a more diversified local
customer base and lacked direct global competition. In other case firms, the mar-
ket needs across countries were similar except for some regional differences in
distribution channels and market needs between regions such as the US and Asia.
The firms with high globalization drivers in their environment (Iqua, Vacon, Gol-
la) were moving from individual channel or customer adaptation towards regional
operations with minor adaptations by regions, except for Iqua. An interviewee
commented on the change from major customer adaptations to minor regional
modifications as follows:

There is China, traditional Europe, then there is North America, so yes, in those
regions and areas there are geographical differences. And they are [still] taken in-
to account in the product-design today ... (Executive Vice President/Vacon)

In the case of Iqua, the need to adapt could be explained by the fact that the firm
was in the process of entering new markets with demanding global customers;
customization was required to meet their specifications. Another case firm, Fog-
Screen, had selected a rather standardized marketing strategy although it operated
in a more globally diversified market. This decision could be related to the firm’s
culture, which emphasized a proactive rather than a customer-led orientation, and
to limited resources for addressing local sales and service adaptation require-
ments. On the basis of the above discussion, it appears that INVs operating in
turbulent environments are characterized by more innovative marketing strate-
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gies. Furthermore, the environmental differences across global markets enhanced
the adaptation of marketing strategies except in the cases where firm culture or
growth phase intervened in the relationship by driving them towards a different
strategic solution.

Market Orientation. Market orientation came up differently in the case firms and
it developed over time. In the early phase, Golla, Vacon and Iqua maintained both
a proactive orientation to emerging market needs as well as a reactive orientation
to understanding the current needs of customers and the behavior of competitors.
The CEO of one of the firms commented on the reactive market orientation in the
beginning as follows.

Every meeting [ said that the customer is paying your salary, I'm not paying, the
company is not paying your salary... So the customer is the most important. And if
the customer is in trouble, you should run...(Founder member and former
CEO/Vacon)

Instead, FogScreen was characterized by a culture emphasizing a stronger proac-
tive market orientation focusing on the latent future needs of customers, which
was reflected for example in the ineffectiveness of conventional market research.

All the research is very difficult. I mean if you ask people okay, here we have a
screen made of fog, in what applications would you use it, how much would you be
interested in investing in it? [ mean all the answers might be totally wrong... As
there is no real need, you need to build one. (CEO/FogScreen)

Taking the proactive and reactive aspects together, the total market orientation
was strong in all firms in the beginning. However, a proactive market orientation
seemed to decline over time and also a reactive market orientation altered its
character from an active, close dialogue with a few big customers to systematic,
large-market research and competitor analysis, as depicted at Vacon and Golla.

The type and extent of the market orientation appeared to influence the marketing
strategies employed. A proactive market orientation was associated with more
innovative marketing strategies entailing educating the market and building
awareness for product needs people had not yet realized. This was essentially
done through a novel approach in using PR, opinion leaders, and reference cus-
tomers and through co-creation of marketing and value with different types of
potential product users. This was evident in all of the case firms, depending on the
development phase of the firm; it was most apparent, however, at FogScreen. The
analysis revealed that the extent of the reactive market orientation influenced the
adaptation of marketing strategies. In three cases (Golla, Iqua, and Vacon) it ap-
peared that when entering different markets, the reactive market orientation —
business practices encouraging responsiveness to the needs of certain customers -
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was needed, thereby increasing adaptation of marketing strategies. As the reactive
market orientation decreased and the firm culture shifted from emphasizing indi-
vidual customers to general market knowledge, the marketing strategies also be-
came less adapted and in some cases more regional. Thus, we may conclude that a
higher proactive market orientation fosters more innovative marketing strategies,
whereas a higher reactive market orientation enhances adaptation of marketing
strategies to customers and countries.

Global Growth Phase. The extent of globalization and firm size were used to as-
sess the global growth phase of the firms. Globalization of the firm was defined
by the proportion of sales outside the home continent and the number of foreign
subsidiaries established, whereas firm size was evaluated by the amount of total
sales. Although the four firms resemble each other in terms of the division of
sales coming from outside the home market and home continent (internation-
al/global sales degree), a closer look reveals that they reside in very different
phases. The number of foreign sales subsidiaries abroad is lowest in FogScreen,
followed by Golla and Iqua; the highest is in Vacon. Also, the firm size varied
significantly. On the basis of sales and number of employees, two of the case
firms, FogScreen and Iqua, are micro/small firms. Golla is clearly larger than the
previous two firms, but still a medium-sized company in terms of sales. Vacon
has grown significantly in size. Taking these dimensions of global growth togeth-
er, two of the firms were clearly in the early phase (FogScreen, Iqua). Although
the proportion of global sales in their total turnover had been significant since
foundation, their overall size was small. Golla was approaching the later phase,
but was clearly not as advanced as Vacon, especially with respect to firm size.
Finally, in all global growth dimensions, Vacon had developed into an advanced
firm in the later phase of growth. See Table 1.

The role of the global growth phase in the development of marketing strategies
was evident in all firms. The analysis revealed that in the early phase more inno-
vative marketing strategies were employed by all firms and this was manifested in
all or at least two elements of innovative marketing. The innovative nature of the
marketing strategies appeared in novel value propositions, co-created marketing,
and adoption of low-cost strategies. It also appeared that the firms in this phase
adapted marketing, especially with regards to customer and country requirements.
Nevertheless, one of the case firms (FogScreen) deviated as it applied a rather
standardized approach from the beginning. A closer analysis revealed that this
behavior could be understood by the nature of this firm’s market orientation; its
proactive culture discouraged responding to current customer needs and competi-
tors in the short term. Instead, this firm focused on long-term latent needs and
therefore ignored immediate customer requirements.
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The analysis of the firms that had evolved to the later phase (Golla, Vacon) indi-
cated that the degree of innovativeness in their marketing strategies was declin-
ing. Global growth often entails a diminishing role for the entrepreneur and less
risk-taking in new marketing initiatives as the innovative, venturesome, and risk-
seeking founders are accompanied or even replaced by those more interested and
skilled in penetrating global markets with existing products. Increases in custom-
ers and markets also put pressure on a firm to apply conventional marketing strat-
egies such as investing in large-scale marketing campaigns to reach these custom-
ers and developing their own professional marketing and customer service organ-
ization. Moreover, these case firms show that the extent of adaptation decreased
during the advancement in global growth. Furthermore, the focus of the adapta-
tions changed from big customers or individual countries to regional adaptations.
This could be understood by the increased number of customers and markets cov-
ered around the world and the firms’ efforts to reach global synergies through
economies of scale and other cost saving, as one of the CEOs commented below:

In sales and marketing there are some common elements like brand, and we also
do quite a lot of centralized marketing....But of course then some marketing is
done locally. Globally speaking, the sales are managed from a regional perspec-
tive. (CEO/Vacon)

The findings indicate that as the firms advanced in their global growth towards
the later phase, the innovative and adaptive features of their marketing strategies
diminished.

4.3 Cross-case analysis of the relationship between entrepreneurial
marketing and marketing performance

In analyzing marketing performance, we focused on the managers’ subjective
evaluation. Hence, we were interested in understanding the marketing objectives
of these firms, what criteria the firms used to evaluate the performance of market-
ing and how successful they were in meeting these criteria. The case firms
seemed to adopt slightly different means to evaluate their marketing strategy per-
formance, as reflected in the quotes below.

1 think that if you look at our reference list from Disneyland to Universal to MTV ...
1 think that we have succeeded quite well...(CEO/FogScreen)

We are now the unquestionable number one in our own field, measured both in
market share and sales volume. (CEO/Golla)

In the early phase, the co-creation of marketing, such as distribution, brand man-
agement and R&D, appeared crucial for early marketing performance, as was
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reflected in Vacon’s commercial breakthrough and penetration of markets in Eu-
rope and the US. Instead, the move towards their own marketing management
organization through subsidiaries or firm acquisitions was significant for this lat-
er-phase firm.

It [the acquisition in US] brought us more market share, about 1.5 percentage
points. But more importantly, it brought us an identity, it brought faces for Vacon
in North America. (Executive Vice President/Vacon)

Examination of the case firms showed that three of the firms had performed better
in their marketing (Golla, Iqua and Vacon), while one firm faced big challenges
in their performance (FogScreen). Further analysis showed that one of the reasons
for problems in the major US markets was this firm’s failure in meeting local ser-
vice requirements, which are crucial when entering new markets and new chan-
nels. The low level of adaptation used by the firm in its marketing differed from
that of other firms in the early phase and it seemed to be one cause of the prob-
lems. Although the firm had used innovative and successful strategies to create
awareness, living up to the customers’ expectations and earning their trust was
difficult. The economic recession and conflicts in channels used to expand mar-
kets were an issue that weakened marketing performance even more. The other
three firms with high marketing performance appeared to have levels of innova-
tiveness and adaptation that were in line with their internal characteristics and
external conditions. For example, Vacon had achieved high marketing perfor-
mance and it was found that their marketing strategies were in line with the pre-
vailing contingencies such as the declining turbulence of the markets, the in-
creased industry globalization drivers, the diminished and rationalized nature of
market orientation, and the firm’s global growth phase.

Thus, the case INVs show that marketing performance is dependent on the degree
of innovativeness and adaptation of marketing strategies in general. However,
acknowledgement of the environmental conditions and the nature of the market
orientation and phase of global growth in the determination of appropriate mar-
keting strategies is even more important. It seems that marketing is most success-
ful when there is a fit between the marketing strategies and the external and inter-
nal contextual issues. For a summary of these findings, see Table 3.
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5 Discussion and proposition development

Based on the case study analysis, we argue that the development and performance
of entrepreneurial marketing strategies in INVs may be understood by the context
in which they are “happening,” more specifically the conditions of the external
environment, firm’s market orientation and growth phase. A conceptual model is
presented in Figure 2. The propositions of the model are now discussed in detail.

External Environmental

Conditions
Turbulence
Global diversity

P1
y
’
INV’s -
Entrepreneurial &= .
Marketti)n Strate w | Marketing
. & % Performance
—
Degree of innovativeness b

Degree of adaptation

P2 T P3

INV’s Market INV’s Global
Orientation Growth Phase
Proactive / Firm size
Reactive Globalisation degree

Figure 2 Conceptual Model of the Development of Entrepreneurial Marketing
Strategies in an International New Venture

Empirical evidence suggests that environmental conditions influence the entre-
preneurial marketing strategies of INVs. Greater turbulence in the environment
seemed to push for more innovative marketing strategies and on the other hand
higher diversity in the global environment spurred more adapted marketing strat-
egies. Earlier marketing literature has found that environmental turbulence influ-
ences product strategy decision-making (Moorman & Miner, 1998). Turbulence is
related to industry lifecycle; in the fermentation phase of development innovative
marketing strategies are needed, while in the era of incremental change cost econ-
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omies are more important and the marketing strategies become more standardized
and incremental (Anderson & Tushman, 1990). On the other hand, it is important
to understand how global the industry is and to match the globalization potential
with the strategy through appropriate standardization (Yip, 1989). Earlier research
has shown that the diversity of the environment across the countries in question
with respect to customers, competition, technology lifecycles, and regulations
leads to more adapted marketing strategies (Calantone, Kim, Schmidt & Cavusgil,
2006; Katsikeas, Samiee & Theodosiou, 2006). In sum, an external business envi-
ronment generally characterized by high global diversity induces the need for
firms to adapt and be flexible in approaching customers and competitors, yet at
the same time the turbulence of the environment calls for highly innovative mar-
keting strategies (Achrol, 1991). Thus, the following is proposed:

Proposition 1: a) The greater the turbulence of the industry environment, the
greater the innovativeness of the marketing strategies of an INV. b) The greater
the global diversity of the industry environment, the greater the adaptation of
marketing strategies to the customers and countries of an INV.

The empirical evidence shows that market orientation has an influence on the
marketing strategies of INVs. Earlier literature on the relationship between mar-
ket orientation and marketing strategies has tended to disregard the twofold nature
of market orientation (Im and Workman 2004). In line with the recent develop-
ment in the market orientation literature (Narver, Slater & MacLachlan, 2004;
Ketchen, Hult & Slater, 2007), the difference between a proactive and a reactive
market orientation is important as we found marketing strategy to depend on the
nature of the INV’s market orientation. The proactive market orientation, i.e. the
future-oriented approach to the market needs, is likely to be more conducive to
creating innovative marketing strategies in INVs (Ketchen et al., 2007; Kocak &
Abimbola, 2009), whereas the reactive market orientation is likely to enhance the
adaptation of marketing strategies. This also supports some recent literature sug-
gesting that some entrepreneurs use effectuation logic in their approach to mar-
keting where the future is controlled by creating it with stakeholders, while others
use a more traditional decision-making logic where future is controlled by pre-
dicting it on the basis of traditional market and competitor analyses (Read, Dew,
Sarasvathy, Song & Wiltbank, 2009) Thus, we propose the following:

Proposition 2: a) The greater the proactive market orientation of an INV, the
greater the innovativeness of its marketing strategies. b) The greater the reactive
market orientation of an INV, the greater the adaptation of its marketing strate-
gies to customers and countries.

Although earlier literature has discussed the change of marketing strategies over
time (Douglas & Craig, 1989; Morris et al., 2002), the influence of global growth
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in INVs has not been understood. The results of this study indicate that the global
growth phase of an INV is an important change agent behind their entrepreneurial
marketing strategy. Entrepreneurial marketing strategies were found to evolve
during the global growth of INVs, as both innovativeness and adaptation seemed
stronger in the early growth phase of the INVs than in the latter phase. This is
related to the mechanism of growth varying over time (Bjerke & Hultman, 2002;
Scott & Bruce, 1987). In the early phase of an INV the need for entrepreneurial
growth is likely to prevail, thereby triggering innovative marketing strategies to
focus on new markets, products, value co-creation, and value chain co-operation.
In the phase of parallel expansion to multiple new countries, growth is more man-
agerial in nature and requires effective management of the marketing process of
existing products. The earlier literature has argued that INVs need to select either
fully adapted or standardized approach (Madsen & Servais, 1997), while some
researchers have emphasized that INVs have to use rather standardized marketing
strategies (Gabrielsson; Gabrielsson & Seppild, 2012). This study, however, con-
tributes by understanding how the need to adapt marketing strategies changes
during the global growth of INVs. A further novel finding was that while earlier
literature has discussed adaptation in general or in terms of country-based adapta-
tion, we found that it is equally important to analyze adaptation to big foreign
customers. As suggested by the empirical findings, the adaptation in the INVs
seems to evolve from more extensive customer-specific adaptation to minor re-
gional modifications during the global growth. In sum, we propose the following:

Proposition 3: a) In the early phase of an INV’s global growth cycle more inno-
vative marketing strategies are employed than in the later phase of global growth.
b) In the early phase of an INV’s global growth cycle more adapted marketing
strategies to customers and countries are employed than in the later phase of
global growth.

The results of this study suggest that the entrepreneurial marketing strategies in-
fluence the marketing performance of INVs, but also the surrounding external and
internal conditions need to be considered. High marketing performance is
achieved through a strategic fit between the marketing strategies and the contex-
tual factors studied, especially the external environmental conditions, market ori-
entation of the INV, and the global growth phase in which it resides. This finding
is line with the earlier literature discussing the importance of strategic fit in
achieving higher performance (Venkatraman, 1989). Strategic fit suggests that
maintaining a consistent linkage between the firm’s entrepreneurial marketing
strategy and the context within which it is implemented leads to superior perfor-
mance (Katsikeas et al., 2006; Venkatraman, 1989). However, earlier studies have
examined the role of strategic fit in the standardization of international marketing
(Katsikeas et al., 2006; Gabrielsson et al., 2012), whereas this study also showed
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that the performance consequences of innovative marketing strategies are depend-
ent on the strategic fit with the context where they are implemented. The latter
view is consistent with an earlier study on the contingent value of marketing
strategy innovativeness for new ventures (Atuehene-Gima, Li & De Luca, 2006).
Thus, we propose the following:

Proposition 4: a) The high marketing performance of an INV results from the fit
between the degree of innovativeness of marketing strategies and the internal and
external context in which these strategies are implemented. b) The high marketing
performance of an INV results from the fit between the degree of adaptation of
marketing strategies and the internal and external context in which these strate-
gies are implemented.

6 Conclusions

In general, the development of marketing strategies during firm globalization has
long been of interest to researchers (Douglas & Craig, 1989). Although INVs
have also received much attention during the last 20 years (see eg. McDougall,
1989; Keupp & Gassmann, 2009), researchers have investigated how marketing
strategy evolves as INVs grow to only a limited extent (Autio et al., 2000; Gabri-
elsson et al., 2008). Especially uncommon are studies that adopt the entrepreneur-
ial marketing viewpoint (for an exception, see Mort, et al., 2012) to understand
the development of INV marketing strategies during growth and that unveil the
role of contextual factors in the development.

The theoretical contribution of this study is addressed foremost to research in in-
ternational marketing and international entrepreneurship by providing an under-
standing of the important dimensions and elements of entrepreneurial marketing
strategies in the context of INVs as well as their evolution during the growth these
firms (Hughes et al., 2010; Kocak & Abimbola, 2009). The innovativeness and
adaptation of marketing strategies was found to decrease during the global growth
of the INVs studied. Moreover, also other contextual factors seem to intervene.
Whereas innovativeness is fostered by a proactive market orientation and reflects
an era of environmental turbulence, adaptation of marketing strategy is under-
stood by the global diversity and reactive market orientation of the INVs. Given
that the discussion of innovativeness in INV research has so far been biased in its
emphasis of mainly product and technology innovativeness (Knight & Cavusgil,
2004, Kim et al., 2011), the current study adds knowledge on the role of innova-
tiveness in INVs by discussing it in a marketing strategy level. The authors identi-
fy and illustrate the multifaceted nature and different elements of innovativeness
in INVs (value innovation, co-created marketing and low-cost marketing) and
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offer an in-depth contextual understanding of marketing strategy innovativeness.
In addition, the study has integrated the adaptation viewpoint to INV marketing
strategies and added knowledge to the adaptation-standardization literature (Ca-
vusgil, et al., 1993; Theodosiou & Leonidou, 2003), which has not provided an
in-depth discussion of the adaptation-standardization concept and of how the ad-
aptation degree develops in INVs.

Going further, the role of strategic fit in the marketing performance of INVs has
received less attention. Interpreting the results of this study suggests that the mar-
keting performance of INVs is determined by the fit between entrepreneurial
marketing strategies and the conditions related to the industry environment, inter-
nal firm culture, and the growth phase of the INV. The role of strategic fit has
earlier been discussed especially in relation to the performance consequences of
marketing strategy adaptation and standardization (Hultman, Robson &
Katsikeas, 2009). We found that in addition to influencing the performance of
marketing strategy adaptation, strategic fit is crucial in explaining the perfor-
mance consequences of innovativeness. This finding challenges the view in INV
research in which innovativeness is seen rather as an unconditional antecedent to
INV performance (Kim et al., 2011).

As this study was limited to a qualitative empirical inquiry on four INVs, we sug-
gest that subsequent research goes further in testing the conceptual model and
propositions with not only qualitative methods but also survey data. This research
is needed both in other small economies as well as larger countries. Furthermore,
we suggest that more research be directed to the role of strategic fit and on the
contextual factors of entrepreneurial marketing strategies in IN'Vs.

This study offers an important managerial contribution by discussing the deci-
sion-making and choices concerning marketing strategies during the growth of
INVs. The results suggest that managers who strive for innovative marketing
strategies should look beyond product and technology innovativeness and consid-
er novel approaches in defining and developing the value proposition, co-creating
marketing strategies and using low-cost marketing strategies. The results also
indicate that in adaptation decisions an INV manager needs to acknowledge not
only the country differences, but also the need to meet the adaptation require-
ments of major foreign customers. Finally, the results encourage INV managers to
reckon in the conditions under which the marketing strategies are employed. To
achieve higher performance, the entrepreneurial marketing strategies need to
change and correspond to the global growth phase and other contextual issues of
the INV. The findings are also important for government policy and decision-
making. We suggest that support mechanisms need to move from product- and
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technology-centered focus and innovation-based programs to more holistic sup-
port for developing marketing strategies during the growth of INVs.
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