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Abstract

The competitive and organizational behavior of rfems has changed dramatically. Firms do
not need to be big to internationalize, Internalodew Ventures (INV) are a reality. But, they
are characterized by the liability of newness amal ltability of smallness. Since the nineties,
scholars have devoted considerable attention soptenomenon, but no one explains how these
companies can overcome these constraints and atitemalize. In this context, this paper uses a
multilevel analysis, resulting in a more integratiramework. This approach extends the
literature including, at the same time, the firmgpective (following the studies developed in
Uppsala and the RBV), the organizational networgragch and the international entrepreneur
perspective. It has three units of observation@rel of analysis. To understand INV dynamics it
seems very important to observe, study and reiate Wwith network and entrepreneur. This
research finds out that the entrepreneur plays réicpirly important role in these new
companies, ill-equipped (of relations, resourced lamowledge), but the entrepreneur does not
act in a vacuum; he is part of a firm integrate@ inetwork. To internationalize early firms must
use indirect knowledge, resources and history framganizational networks and from the

entrepreneur.
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1. INTRODUCTION

During the past few years the competitive and degdional behavior of new firms has changed
dramatically. Important changes in the internatizaéion arena have occurred such as the
emergence of International New Ventures (INV). Ehese firms that are internationalized
almost from their creation, i.e. “business orgatiizathat, from the inception, seeks to derive
significant competitive advantage from the use #ra sale of outputs in multiple countries”
(Oviatt and McDougall, 1995, p. 42). The idea gfracocious internationalization represents a

challenge to the traditional internationalizatibedries.

Since the 1990s scholars have devoted considesadtastion to this phenomenon. While the
theoretical development and empirical studies ovi éiéfinition have been impressing, there was
not a holistic approach combining of all the pheraon complexity involving the company,

networks and entrepreneur.

The core argument presented here is based on IM¥ndigs and involves three perspectives.
The first is that these companies are not necégsaniilar to those internationalize later, but

newer. Firms have some idiosyncrasies. Second,atsagke constituted by networks of relations
in which firms are linked to each others in variouemplex and, to a considerable extend,
invisible partners. Relations offer potential feaining, for establishing contacts and for building
trust and commitment. Third, entrepreneur play®w fole in accordance with social networks,

social capital and some personal characteristiesshié will be the responsible for the discovery
of some opportunities, and its recognition as saak, also he will be responsible by the decision

to exploit (or not) them.

This paper extends the literature including, in $aene explanatory model, the firm perspective
(following the studies developed in Uppsala and Resource Based View), the organizational
network approach (according to the IMP Group) dralihternational entrepreneur perspective.
In this context this paper uses a multilevel arialysonsidering that it is important a more

integrative analyses. Consequently the model ha® thnits of observation and one of analysis.
To understand the INV (unit of analysis) dynamicseems very important to observe, study and

relate firm with network and entrepreneur (unit®bgervation).



The paper is organized as follows. In Section 2giftueving importance of INV is demonstrated,
both in academic studies and in management. Prtapusiare developed in the next section.
First, it will be take a firm-based approach, atterapproach based on organizational networks
and, finally, one based on the entrepreneur. Bin8kction 4 presents the conclusions as well as
the major limitations of our research.

2. THE GROWING IMPORTANCE OF INV

The concept of early internationalization appeaggtaustively described for the first time in
1993, in Australia, in a study by McKinsey & Co (Ree, 1993), with an explicit reference to a
new kind of company — Born Global — that sees tleldvas one large market and challenge

traditional ways of understanding the internaticaion.

However, this idea was not entirely new. Garnields&td the same phenomenon in Canada in
1982. Three years later, Hedlund and Kvernelantufais that, as the export market is becoming
homogeneous some companies skip some stages ofopieesmt, so that from the start,
internationalization is a central part of its stt. In 1988, Johanson and Mattsson argue that in
markets internationally integrated firms could legag some of the traditionally defined steps.
Ganistsky (1989) contrast the concept of InnateoBeps with Adoptive Exporters. The first
ones must be limited by lack of resources and éapes, but would have a higher degree of
internationalization, given the vision of its maeegy Jolly et al. (1992) define complex
enterprises with founders from various nationaitieho follow a targeted approach to
internationalization through niche markets. Thesempganies, which they called High
Technology Start-Ups, had to be internationalizghtrfrom the start given its high technological
level. Already, in 1994, Oviatt and McDougall insaminal work, define International New
Ventures and create a typology. Beyond the mendidevens, there are still others that have been
used in a similar context: Global Start-Ups (Mami889; Oviatt and McDougall, 1995), Instant
Internationals (Preece et al., 1999), Instant BEbgpsr(McAuley, 1999), Infant Multinationals
(Rasmussen and Madsen, 2002) and Early Interndéiionta Firms (Knight et al., 2004).
International New Ventures (INV) and Born Globale athe most popular terms to this

phenomenon.

It is true that this multiplicity of terms is a dsof a great interest that leads numerous studies

be conducted almost simultaneously; it is also that it can introduce some confusion. About



the term Born Global, for example, it seems, iditgahat very few of the companies are global
from inception, so it can lead misinterpretatioDs. the other hand, it seems that the term clearer
and more descriptive is that of International Neentres, i.e., new ventures that are already

international.

There are also numerous empirical studies thateptbg existence of INV all over the world.
Cavusgil (1994) states that are 25% of emergingr&s in Australia, Moen (2002) states that
more than 50% of companies that have establishédance since 1990 can be included in this
group and refers works from Lindmark (1994) and Wéagt al. (1993) in the same direction.
There are studies that establish its existencecon@nies as different as Australia (Rennie,
1993), as Spain (Rialp et al., 2005) or as Swisk@armany (Gassman and Keup, 2007). This
included small open economies like Canada (ReuteiF&sher, 1997), Denmark (Rasmussen et
al., 2001), Finland (Bell, 1995; Autio et al., 2000eland (Bell, 1995), New Zealand (Coviello
and Munro, 1995) and Norway (Bell, 1995; Moen, 20@23 well as large economies like Great
Britain (Burgel and Murray, 2000; McAuley, 1999)the USA (Bloodgood et al., 1996; Roberts
and Senturia, 1996; Zahra et al., 2000) and Japlaimpun, 1995 in Knight et al., 2004). All the
cases mentioned so far are from developed countiigsit can also be cited in developing
countries or emerging economies like: China (Z#2Q7), Vietham (Thai and Chong, 2008),
Korea (Kang and Jin, 2006), Singapore (Tsang, 12001), Hong Kong (Ellis, 2000; Child et
al., 2002), India (Tyagi, 2000) or Israel (Hashad s&Almor, 2004). Another issue that underlines
the importance of INV is that they are importanhamators and employers (Oviatt and
McDougall, 1995; Moen, 2002).

3. CONCEPTUAL FRAMEWORK AND PROPOSITIONS

The fact that there are an increasing number ofpemies that may be called INV and the raising
numbers of studies about the same problematicraezidence of the high relevance of the topic.
However, there is a lack of a holistic, integratiwgiginal theory of INV. This framework
combines knowledge about networks (social and dzg#ional) with firm characteristics and
entrepreneur idiosyncrasies. INV are new firms,ttsey are characterized by the liability of
newness (Stinchcombe, 1995) and the liability ohlmess (Baum, 1996), so firms need an

innovative approach and networks or a specific gfpmanager to internationalize early.



3.1 The Firm-based Approach

The study of the firm internationalization is clbseelated to the Uppsala model (Johansson and
Vahlne, 1977). Based on two strong concepts (a@stabent chain and psychic distance) it
describes internationalization as a gradual procdssms need market knowledge to
internationalize, and, according to the model markeowledge is a consequence of
internationalization. So, because when firms betffi@ internationalization they only have
domestic experience and they faces uncertaintgreign market, they prefer enter in the nearest
psychologically markets. This experience builds ezigntial knowledge and it will influence
future decision. This leads to the next step, deapd far away, conducting to an establishment
chain (from domestic market without exports to exé markets with external production).

Learning and commitment building take time, thisaiime consuming process not compatible
with early internationalization. This model draweation to something very important, firm
must have knowledge to be able to internationalizet, within the original Uppsala model
internationalization is the unique source of theassary knowledge and no attention has been
devoted to networks or to the entrepreneur. Nowsdayevolves to incorporate relationships
(Johanson and Vahlne, 2009), because as it haselemsively noted (see Section 3.2) networks

are a key factor in internationalization.

To internationalize, it seems, however, that knolgieis not enough. The company needs to gain
and maintain a position in the international maiked this depends on its ability to achieve and
defend a strategic advantage. The options of thmpaay are not only a function of the
opportunities but they result also of company resesiand the way it organizes them. When an
enterprise decides internationalize, this extensioall be in accordance with the competitive
advantages of company (Andersen and Kheam, 19%®prding to Madhok (1997), one of the
characteristics of these resources is the factttiegt are imperfectly imitable, that is, they are
difficult to replicate. They are also cumulativeeovtime and suffer from diseconomies of time
compression (Dierickx and Cool, 1989). So the INVWsinbe able to find something that

distinguishes them and it is not lengthy to operiage they must be innovative.

Proposition 1: INV must be innovative to gain and maintain a position in international

market.



3.2 The Organizational Network Approach

Richardson, in 1972, introduces the network probkinin management, referring "the dense
network of co-operation and affiliation by whichirfis are inter-related” (p. 883); this concept
was subsequently worked very thorough by the IMBuU@r In 1988, Johanson and Mattsson
used it to explain the internationalization, claagithat this is a process that takes place through

networks of relationships.

In this paper organizational networks are non-haviaal systems which link firms one to which
other and with organizations (such as governmedtuaniversities). The network perspective is
based on the idea that external actors (compames aaganizations) influence the other
enterprises behavior, and that they are a keyrfactohe internationalization practices. Networks
enable firms to access vital resources without fgwwnership control over them. This is
especially important when referring to companiest guffer from liability of smallness as INV.

So, firms gain access to and mobilize resourcesigir established long-term relationships.

Proposition 2: INV can overcome the liability of smallness accessing to the resources

through organizational networks.

Positioning in the network provide access to resesir positioning the network is a primordial
resource. So, the opportunities and limitationsadh company are related either to its resources
and capacities or with resources and capacitigheotompanies with it is linked. This strategy
reduces the risk, creating an incentive for greatenmitment to internationalization and more
psychologically distant markets. Because INV sutfetiability of newness, they have neither
international contacts nor international informatitf the networks are internationally integrated,
they can get indirectly information and contactslistant markets, INV may use this information
and contacts and they can chose a destination maodken the psychological neighborhood.
Informal channels of communication can become itgmrsources of knowledge (Saxeman,
1994). It can gain access to the other firms’ elepgial knowledge without necessarily going
through the same experiences (Eriksson et al.,)1¥98ompany can also acquire knowledge

about potential partners' capabilities, needs &nategies (Johanson and Johanson, 1999).
Proposition 3: INV can overcome the liability of newness through organizational networks.

Proposition 3.1: INV can obtain international experiential knowledge through

organizational networks.
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Proposition 3.2: INV can obtain international contacts though organizational

networks.

According to this notion the internationalizatiotrasegy of the INV is characterized by:
minimize the knowledge for development, minimize theed for adjustment, and explore the

relationship established.
3.3 Thelnternational Entrepreneur Perspective

Although, the network approach provides a good rifgsan of some business reality (Bjorkman

and Forsgren, 2000) and it has received considerabipirical support (Andersson 2002b;
Chetty and Blakenburg Holm, 2000; Coviello and M&ari999) it has some problems with very
young firms’ dynamics. Such relationships takeetimnd effort to establish and develop
(Johanson and Mattsson, 1987), they result asute®ime of an organizational process (Coviello
and Cox, 2006), and so they are a lengthy prodssghe beginning, INV may not yet have

established organizational relationships and, thezethey must to have found another way to

overcome their handicaps.

The contributions mentioned so far in this art@gsumed (explicitly or implicitly) that the focal
entreprenedris a given and he is homogeneous, overlookingtssibility of individuals make
choices. However, social networks and entrepreakuaharacteristics and intentions obviously
matter in the firm internationalization. Economiartsactions between people are embedded into
social relations and strongly influenced by therard{ the terms social or personal relations are
used indiscriminately, meaning strong and activ&imnship with individual or organization that
existed before the firm creation, "entrepreneurns icarease their span of action through their
personal networks and gain access at a limitedtoostsources otherwise unavailable" (Dubini
and Aldrich, 1991, p. 308). "It is a general finglithat the utilization of resources stemming from
network contacts may offer advantages in comparisotine reliance on resource acquired via
market mechanism” (Witt, 2004, p. 394). It has dleen argued that the networks formed by the
firms’ management are not only a potential catdlgsinternational expansion, but also a source
of extended knowledge (Merrilees et al., 1998; €lbwiand McAuley, 1999), which may have a

strong effect on the INV internationalization.

The term entrepreneur, in this article, is used instead of key decision maker.



Initially, it seems that networking for INV is bak®n pre-existing entrepreneur relationships.
Social relations are used to firm benefit; some lmamused as reputational network, as marketing

information network, and/or as an indirect accessoime resources.
Proposition 4: INV can overcome the liability of newness through social networks.

Proposition 4.1: Social networks can be used as reputational network increasing INV
credibility;
Proposition 4.2: Social networks can be used as marketing information network,

transferring knowledge and contacts to the firm.

Proposition 5: INV can overcome the liability of smallness accessing to the resources
through social networks.

According to Miniti (2004), the entrepreneur belmavis much more dependent from the social
network than from personal characteristics. Howgivés true that international opportunities are
spread across the globe, and, therefore, availala#, the fact is that only a few find them. Even
if the knowledge of the opportunities come to gmteaeurs through social contacts, only some
will recognize the opportunity as such and, amdresée, only a few will be able to develop it.
Once the opportunity recognized, it will be evadghtwhich may lead to their use or to be
aborted, i.e., to use the relationship to beconwitpble, allowing the development of the
internationalization process, requires some slglislities and attitudes, but not all entrepreneurs

have them.

Cohen and Levinthal (1990, p. 128) have introdutednotion of firm’s absorptive capacity as
“the ability of a firm to recognize the value ofwmexternal information, assimilate it and apply it
to commercial ends”. We can expand this notion rivepreneurs considering that absorptive
capacity is crucial to benefit from “cooperationthti or learn from relationships, so in this
context it can be understood as: the charactesisfithe entrepreneur that make firm capable to
benefit from the information that flows in the netk. "Therefore, entrepreneurial experience,
social competences, the level of university edocaaind other factors determine if and how
much benefit an entrepreneur can derive from exjstietwork ties" (Witt, 2004, pp. 401-402).
Also at this level, it is important emphasize timportance of the individual's interpretation of the
situation and his ability to influence the inteinatlization decision, further because
entrepreneurs and the firm are inseparable atugtdbollinger, 1985; Begley and Boyd, 1986).
9



This is also based on the fact that decisions imllsand medium sized firms are often
concentrated in the hands of one or few persort ttam entrepreneur has a unique and crucial
role in organization (Bloodgood et al., 1996; Wesith et al., 2001). INV are small and medium

sized firms, so in INV entrepreneurs are centraldbne the internationalization process.

This absorptive capacity is related with prior kihedge and entrepreneurs’ attributes and
attitudes. It was found that two sets of manageféaitors, namely objective (educational
background, experience and foreign country exposafredecision maker) and subjective
(perceptions, attitudes and behavior of decisiokenavere the most cited characteristics in the
literature. The know-how acquired by managemenhfmoternational experiences (born abroad,
study, live or work abroad in past) allows the awualation of greater experiential knowledge of
market characteristics and competition across thebeg The impact of management’s
international experience has, in particular, argjreffect upon small and medium sized firms
(Hutchinson et al., 2006) both at the initial demsto expand and the continuation of the strategy
into international markets (Aaby and Slater, 1988dsen and Servais, 1997; Nakos et al.,
1998). In the same way, the international expegeoicmanagement has a strong effect upon
INV international decisions. The international telas are closely related with international

experiences.

Proposition 6: Entrepreneurs idiosyncrasies determine INV ability to benefit from

infor mation flows in the networks.

Based on the attitudes, Andersson (2000, 2002)ndisshes three types of entrepreneurs and
“the different types of entrepreneurs will choosféedent strategies for their companies” (p. 80).
Consequently, different strategies imply differ@miernationalization decisions. The technical
entrepreneur deals with technical innovations, sasmew products, parts of products or new
production technologies. Internationalization ist nine main concern of the technical
entrepreneur. Nevertheless, he can react to asefjoen abroad with exports or with a licensing
agreement. New products can be divulged abroadughradhe international network. “The
industry structure for markets with new productsmainly emergent or growing, and which

markets are entered depends on which countriemakeng the inquiries” (idem, p. 80).

The marketing entrepreneur is concerned with nevketsand new marketing methods (such as

new distribution methods). He is proactive and irative in the internationalization process. He

10



is willing to penetrate very quickly in the markPersonal preferences and networks may be very
important when the firm actively chooses the markes decision, however, does not come from
a rational analysis but is more a reflection of hoevinterprets the situation” (idem, p. 83).
Thirdly, the structure entrepreneur acts in matodeistries and his strategy is implemented at the
corporate level. The structure entrepreneur’s egsais implemented at the corporate level and
does not intervene in operational matters. By caimbiorganizations, new business ideas can be
developed. “From this perspective, internationdiiza is not a separate strategic goal but a

consequence of the overall strategy (Anderssorn),20(8B1).

The internationalization as a process of creatimiax exploitation of opportunities is limited by
the ability to recognize those opportunities, thedion to take actions based upon them and the

ability to respond to them. The internationalizatis limited by the entrepreneurial services.

Proposition 7: Entrepreneurs attitudes determine INV inter nationalization process.

4. FRAMEWORK FOR ANALYSIS

This framework of analysis recognizes the imporgaoicthe Uppsala model as a starting point; it
assumes international entrepreneurship as theipaingasis and it integrate basic elements from
network approach and resource based view. Entrepregrofile influences the firm’s evolution

which evolves as a part of a network and, all togetfirm, network, and entrepreneur) influence

the international market options.

“Knowledge is at the core of received wisdom oreilinationalization” (Prashantham, 2005, p.
37). In the Uppsala model the main source is tha fiself, through its experience of foreign
operations. However, because INV are new, theytdoossess this experiential international
knowledge. Nevertheless, it can be accessed thrthglorganizational networks or it can be
transferred from the entrepreneur (personal tigpeence and contacts). It is necessary that
exist opportunities to internationalize, and firmush know them, this information flows on
networks. Because of liabilities of smallness afich@wvness, INV must mobilize social and
organizational relationships to overcome these teaim$s. It is important to note that
international expansion depends from internatioogbortunities, but it depends from firm
competitive advantages too. An innovative appra@cbduct, distribution, management) can be

the critical resource which makes the early inteomalization possible. In vein with that

11



framework (Figure 1) considers three levels of gsial the initial stage, the process of
development and the final structure.

Figure 1 - Framework to Understand INV Dynamics

BEGINNING PROCESS STRUCTURE

Organizational Organizational
Network Networks
Firm Internationalization Firm
Entrepreneur . Entrepreneur

Knowledge

Networks
Expansion

It looks very important consider the role of knotlge and their sources. Firms can expand from
domestic to international markets through exisfiegsonal or organizational relationships that
offer contacts and help to develop new partnerspmsitions in new markets. Interrelationships
among a set of firms and individuals may strongiffjuence the options available, the options
known and the options chosen. To enter in a mdikeis should have some competitive
advantage, in INV an innovative approach seems wepprtant. In this situation, links are very
important to signal the firm’s innovation abroa€lthe product is innovative, the information

flows in the networks (social or organizationaljlaome external proposes can appear.

Particular interest has to be paid to examiningegméneurship as a process of knowledge and of
behavior manifested in entrepreneurial orientati@rgrepreneur plays a key role as a vehicle of

information and as a participant and manager absegstems and networks.
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Once, the process has started it will be self-engpimg. The internationalization leads to the
accumulation of more knowledge by the company dmed expansion of their networks. It is

expected that social relations become organizdtioe#works and, to a large extent, the
organizational networks pass to social. Entreprexidanowledge pass for the company and the
knowledge that the INV gets with internationalipatiwill also be getting by the entrepreneur.

5. CONCLUSION

In INV cases, firms have neither enough history experience to accumulate knowledge. They
must use indirect knowledge from networks, or kremgie transferred from entrepreneur. So, to
understand the early internationalization it isessary to do a multilevel approach, crossing firm
characteristics, organizational networks and endéregur idiosyncrasies. Only the combination of
the different concepts results in a framework tplax INV dynamics. The entrepreneur plays a
particularly important role in the new companidisequipped in terms of resources, relations and
knowledge, as INV are, but the entrepreneur doé¢saabin a vacuum, he is a part of a firm

integrated in a network. Three levels act in a dative way. So, in this paper, it is used

concepts from different approaches, because, e thero single explanation that fits all, no single
one can explain INV dynamics completely but allé@wportant contributions to do, and each of
them is necessary to understand specific circuroeganAs all the studies, this has some

limitation, these are the two most important.

The first one is that it is only a conceptual wowksich needs an empirical validation. However,
we believe that the holistic framework proposeth@e flexible and in more accordance with the
new context, with new technologies and with a nglabal time and space. The Uppsala model
could be valid in some scenarios (technical enémgur, no international network neither
international entrepreneur, for example), but, ndays, with many markets internalizing, fewer
new ventures can escape confrontation with foreigmpetition (Porter, 1986, 1990; Drucker,
1991). The psychic distance, as usually definedapadtationalized, seems it is not an important
factor in the INV international market selectiorowkver, in our opinion, in next studies is very
interesting including a reconstructed version ofcpsc distance between entrepreneur and

markets.

The second is that it focuses essentially the Imdggnof the internationalization, but it doesn’t

ask how the process evolves and what the roleatf fgctor is in more developed moments. This

13



study serves, essentially, as a starting poinbtsituct a multi-theoretical model of international

new ventures, introducing a multi-level analyze.
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