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The Incremental Expansion of Born Internationals:

A Comparison of New and Old Born Internationals

Abstract

Not much is known about the characteristics of[§emternationalizers” in their later life and theeis
scant empirical literature — and an acute needdantitative studies — about the features of Born
Internationals (BIs) after their first years of og#on. In this context, we aim to describe therdife

of Bls and determine whether some of the critisplegts of internationalization are visible in their
post-birth features. This study contributes tolifeeature on internationalization by providing
gquantitative evidence on key post-birth charadiesg®f Bls. Guided by five research hypotheses, it
explores changes in the Bls’ profile and tests mbiebr not there are differences between newer Bls
and older ones in a sample of SMEs. The resulgs®tithe basic cumulative dynamics proposed by
the incremental school in terms of internationaibess experience, international commitment, and
level of internationalization, which implies thagese factors can to some extent be viewed as drivin

forces in the internationalization process of Bls.
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1. Introduction

Over the last 30 years, a number of different mdionalization theories and models have been
proposed. Among them, some relatively new appraabbge given rise to what have been labeled
“Born Globals” (e.g., Andersson & Wictor, 2003; Adpnd & Moen, 2001; Autio & Sapienza, 2000;
Chetty & Campbell-Hunt, 2004; Freeman & CavusdiQ2; Gleason & Wiggenhorn, 2007; Knight &
Cavusgil, 1996; Kudina, Yip, & Barkema, 2008; Kuaiaen, Sundqvist, & Servais, 2007; Madsen,
Rasmussen, & Servais, 2000; Moen, 2002; Rasmultaisen, & Evangelista, 2001; Sharma &
Blomstermo, 2003; Weerawardena, Sullivan Mort, ties Knight, 2007), “Global Start-ups”
(Oviatt & McDougall, 1994), “High-Technology Stanps” (Jolly, Alahuhta, & Jeannet, 1992), and
“International New Ventures” (e.g., Autio, 2005;&llo, 2006; Fan & Phan, 2007; McDougall,
Oviatt, & Shrader, 2003; McDougall, Shane, & Ovia&894; Mudambi & Zahra, 2007; Oviatt &
McDougall, 1994; Servais & Rasmussen, 2000).

In this paper we refer to all of these phenomeriaasa Internationals (BIs). Broadly
speaking, we consider them to be firms that haes loperating in foreign markets fronvery early
date that is, from the time they started doing busir@ssoon after. This general definition implies
that “Born Globals,” “Global Start-ups,” “High-Tenblogy Start-ups,” and “International New
Ventures” can be considered Bls, but not all Bes &r instance, Born Globals. Our Bl concept is
based on the sole, alaks restrictivecriterion of “time to internationalization,” andiofocus is on
the more general phenomenoreafly internationalizingirms.

Most research on these firms focuses on their endfparacteristics and early years of
operation (e.g., Chetty & Campbell-Hunt, 2004; Rassen et al., 2001). In contrast, there is scant
empirical literature (and, to the best of our knesge, virtually none with a quantitative perspeastiv
about the characteristics of Bls after some yetoperation. This gap is important mainly for
academia, but also for managers and policy makessimportant for academia because our
knowledge about the way Bls internationalize igtih, which offers research opportunities to
scholars focusing on the later years of these fiexistence. Zahra (2005) raised a question about
what happens to Bls when they grow up. Similarlgetly and Campbell-Hunt's (2004) findings call

for a study based on quantitative data to obtainraterstanding of what happens with Bls when they



grow older. A little bit earlier, there were alsalls for more empirical research on Bls, partidyléor
studies with a post-birth (Madsen & Servais, 1987) quantitative (Sharma & Blomstermo, 2003)
perspective. Turning to managers and public patiaékers, knowledge that alleviates the lack of
quantitative studies about BIs’ post-birth featundét provide them with a first benchmark with whic
to compare the international characteristics oe¢hfi'ms and to design assistance programs taitored
the firms’ particular needs.

Against this background, this paper aims to cokisrgap and answer two relevant questions
in contemporary international business (IB) redeaf@) What differences exist between key
internationalization characteristics of young afdlBls? and (b) Do existing theories explain these
differences? Thus, our objectives are, first, tmpare the later and the earlier life of time-based
groups of Bls, and second, to discuss whether sditee critical aspects of internationalization are
related to the features of these groups. The dwtioin of this study in responding to the above
guestions and to the literature on internationéibrais material in terms of the provision of
guantitative empirical evidence regarding significdifferences in the internationalization profie
different groups of Bls — implying that their inbationalization process may be seen as cumulative
and compatible with the dynamics of the incremestabol.

In the next section we review the empirical litaraton Bls. Afterwards, we contrast two
theoretical perspectives on Bls and formulate fiypotheses on the characteristics of young and old
Bls. We then present the methodology, describedbats, and discuss the findings and limitations.
The paper ends with a presentation of a comprefeagienda of key future research avenues and a

summary of the main implications for managers aualip policy makers.

2. Empirical studies on Born International firms

In order to identify intellectual voids and confinesearch gaps, we reviewed the literature on Born
Globals and international new ventures. The rewiew conducted based on several principles. We
used Web of Science and applied two search termesn“global” and “international new venture.” As
part of the review process, we created Table 1rewwve report a systematic scrutiny of 24 high-

impact empirical articles (cited eight times or ejogpublished during the most recent time period,



2001-2011. Therefore, Table 1 does not include epiual (e.g., Oviatt & McDougall, 2005) and
other review papers (e.g., Rialp, Rialp, & Knigk®05). Since at the core of Bls theory the role of
time and process is often highlighted, we starstiogying how the internationalization literature
analyzes the time-related aspects of Bl. After, this discuss how researchers have studied the
international operations and expansion of Bls, ihahe markets entered and the entry modes used

during internationalization.

("Insert Table 1 about here")

2.1 Time-related aspects of Bl internationalization

The articles in Table 1 can be divided into sevgraups, based on whether they theoretically dscus
and whether they report empirical data on tempaspécts of internationalization. This, in turn,egv

a matrix with four cells. The first group (see dah Table 2a) consists of studies that do not qay
theoretical attention to age of the firm, phasescgsses, or events of the internationalization (De
Clerq, Hessels, & van Stel, 2008; Fan & Phan, 260&eman & Cavusgil, 2007; Knight, Madsen, &
Servais, 2004) and do not present any empiricgboeat data on firm internationalization.

A second group contains seven articles and is fodred in cell Il in Table 2a. Here we find
articles that do not theoretically analyze tempasgects of internationalization, but do present
temporal data on the firms’ internationalizationitih this group, two sub-groups can be identified.
The first — represented by Karra, Phillips, & Tna¢2008), Loane & Bell (2006), Spence & Crick
(2006), and Sullivan Mort & Weerawardena (2006yevples data or background information about
temporal aspects of the BIs’ internationalizatiout these temporal data are not used for analytical
purposes, and therefore we have difficulty thengZrom them. In the second sub-group, three
articles use temporal concepts as control variadnelsthe authors do not theorize from them. Both
Knight and Cavusgil (2004) and Zhou, Wu, and Lua0@ use age of firm as a control variable, but
in neither case does it have an influence on iatenalization. Presutti, Boari, and Fratocchi (200
on the other hand, use relationship length andage firm as a control variable and find thatythe

are positively related to knowledge acquisition.



("Insert Table 2 about here")

A third and closely related group views internadilimation as a process and theoretically discusses
various temporal aspects but does not empiricélighsthem (see cell 11l in Table 2a). According to
Welch and Paavilainen-Mantymaki (2013), whose ditalframework we use, this seems to be a
rather common way to study internationalizatione Biticles do theoretically discuss temporal
aspects, but do not present any empirical dath@m.tFour articles belong to this group (Fletcher,
2004; Freeman, Edwards, & Schroder, 2006; Kuivelaiet al., 2007; Tolstoy & Agndal, 2010).
However, as their focus is on other concepts aadHboretical discussion on temporal aspects tends
to be principal, they do not offer any additionabkledge to our understanding of the long-term
internationalization of Bls. Thus, we can concltig& one third of the articles reviewed do not
empirically study temporal concepts, although soifrinem theoretically recognize that they are
important for Bls.

The fourth and biggest group is made up of ninelest The articles both report data on
temporal aspects and analyze them (see cell NabieT2a). They can, in turn, be divided into two
sub-groups where the first analyze BIs’ strateges, the main objective is to discuss the extent to
which Bls differ from traditional firms (Laanti, G&elsson, & Gabrielsson, 2007; Moen, 2002). In a
similar vein, Chetty and Campbell-Hunt (2004) useket scope and the lag between inception and
time to first export market to categorize 16 firmi® regionals, globals (traditional), and bornlgts.
In contrast with our approach, they analyze andusdis qualitative differences between the three
groups. A fourth article, which also makes compargsof the first step into a market, is Tuppura,
Saarenkato, Puumalainen, Jantunen, and Kylahe@i@gj2who study how early Bls enter a market in
relation to competitors, that is, first-mover otiion. It seems that characterizing Bls per sethau
first step abroad is still the most important reskabjective, which raised the question of what
happens with Bls when they have come further iir theernationalization. Both Laanti et al. (2007)

and Tuppura et al. (2008) find that the prior int¢ional experience has a positive impact on tise fi



internationalization phase. The foci are on théyesiart of internationalization and on the stragsg
pursued by the firms. These strategies are noyzadlin relation to time, which means that they do
not aim or are not able to contribute to our knalgke of Bls’ internationalization after the firsept
taken abroad.

The final five articles have a longer and widerspexctive on BIs’ internationalization and are
therefore more relevant for our study. CovielloQ@Pand Gabrielsson, Kirpalani, Dimitratos,
Solberg, and Zucchella (2008) divide the intermalization process into various phases having
different characteristics. Coviello (2006) is noterested in the Bl and how it changes per sehdut
the network surrounding the Bl undergoes developroeer time, which includes three phases.
Phase-by-phase, the network increased in rangdenrdased in density, while its non-redundant
aspects and centrality increased. Gabrielsson €&G08), on the other hand, argue, based on their
case studies, that Bls progress through three pheaeh with specific characteristics. In conttast
Laanti et al. (2007) and Tuppura et al. (2008)y thaggest that the internationalization’s first two
phases are characterized by a deliberate estalgiigtoha learning system and accumulation of
resources and learning. Moreover, in line withitradal theories (Johanson & Vahlne, 1977), they
propose that learning is a result of the activipegormed in the foreign market.

Moen and Servais (2002) hypothesize that internalipation is a gradual development. They
divide the sample into three groups depending amlbag they have been exporting. The study finds
little support for the Uppsala school of gradualalepment of internationalization or the born globa
school. The study by Zhou (2007) is the only amau$ing on the antecedents of the temporal aspects
of internationalization. Importantly, we found ordgie empirical article reporting differences betwee
new and older ventures (see Riddle & Gillespie, 308ven when we did not apply the criterion about
the number of citations. However, Riddle and Ggleq2003) define new ventures as firms less than
10 years oldso not all of the exporters in their study areassarily Bls. In addition, their purpose
was to examine how firms in the Turkish clothindustry use social networks when seeking

information critical for internationalization (Ritel& Gillespie, 2003).



2.2 International operations and expansion of Bls

The literature on BIs’ internationalization cancabe analyzed in two other dimensions, where the
first refers to the interest in studying the foreigarkets the Bl enters and later operates in. This
interest stretches fromo or very little interest in type, order, or characteristics ofrtiekets entered
to those articles where this is one of the mainctoprhe other dimension of international operation
and expansion concerns the extent to which thelestare interested in how Bls internationalizat th
is, what modes they use. Here the articles carnvided into two groups. The first group either does
not study modes at all or they completely focugrport, while the other group of articles empitigal
study (usually several) other activities such aglpction, R&D, and sourcing. Based on this
distinction of markets and modes, we create andih@by-two matrix (see Table 2b) and categorize
the articles in four cells.

Cell I represents the main body of the literatare] here there are 12 articles which are not
studying markets and either focus completely oroebqr ignore discussion of entry modes. Most of
these depart from the assumption that Bls do exidtthat they are different from other firms. The
foreign markets follow other entry patterns tham ¢imes predicted by incremental internationalizatio
theories. This difference also concerns the entigien. This assumption raises research questions
other than those concerning markets and modeshvelne&emore related to strategies, entrepreneurs’
characteristics, and networks.

A much smaller number of articles do not study whée Bl internationalizes but have a
wider focus on internationalization than only exp@hree articles are to be found in cell Il (De
Clercq et al., 2008; Freeman et al., 2006; Presu#il., 2007). These three articles differ ang the
have little in common with each other apart fromitbroader perspective, which considers entry
modes other than export.

The third group of articles is categorized as klThese three articles study how exporting
Bls enter various country markets. These articdegely share the same research question as they
either investigate the number of markets entereae{M2002; Moen & Servais, 2002) or both type

and number of markets entered (Kuivalainen e2@Dy). However, while the former analyze the



differences between Bls and traditional firms, ldteer measures the degree of born globalnesst&nd i
impact on export performance (Kuivalainen et &002).

The fourth and final cell reflects the studies tladke a broader perspective on entry modes
than only export and that discuss and analyze tyker, and nature of the markets entered. Only six
articles try to answer in depth two of the inteioalization literature’s key questions, “where’tlan
“how.” Also, here the authors tend to study thesgeats as a consequence of strategy (Freeman &

Cavusgil, 2007; Laanti et al., 2007) or orientatidrthe entrepreneur (Tuppura et al., 2008).

2.3 Conclusions of the review
The review highlights two important issues, whibh existing literature only partly covers and
explains. The first issue is that even though aiieles out of 24 both theoretically discuss and
empirically observe different temporal aspectdrwf finternationalization, only five of them take a
long-term perspective on internationalization. Imiaotly, although more than half of the article6)(1
empirically discuss temporal aspects of internatii@ation, none of them compares empirical
characteristics of time-based clusters of Bls. idwew strengthens the observation that most asticl
have a fascination for Bls’ early start, and mutfbrehas been made to understand this earliness.

Second, even if markets entered and modes usdaskcapwed as key dimensions of
internationalization given that they reflect intational experience and commitment, half of the
articles completely neglect these aspects in t&tyses; neither are these aspects the focusdyf st
in the cases where either markets entered or mgsiekare studied, indicating that, even after so
many years, there is still little knowledge abolg’Bnarkets and modes and related constructs.

In addition, few articles analyze the effects déinationalization. Actually only four out of
24 (Knight & Cavusgil, 2004; Knight et al., 2004uialainen et al., 2007; Zhou et al., 2007) study
performance, but they concentrate on export pedog®a. More importantly, the character of the
extant literature on Bls indicates that we neednoover the features of Bls when they are oldety On
the study by Riddle and Gillespie (2003) providesis quantitative evidence on the different features
of new and older ventures in terms of export iritgnirm size, destination of exports, productdin

composition, and demographic profile of firm owndtseems that despite Riddle and Gillespie’s



(2003) study on old and new Bls, and Moen and $&r(2002) study on gradual development of Bls,
we need to increase our understanding of Bls afigy in the first market and key

internationalization variables, such as internati@xperience, commitment, and performance.

3. Theoretical perspectives and development of hyfieeses
In their seminal article, Madsen and Servais (1@859ussed the links between the Bls and the
dynamics of the incremental school, argued thab#tséc assumptions of the incremental school were
still valid even for Bls, and concluded that thegynbehave according to an evolutionary framework
when the time perspective is extended beyond bneir. We build on this view to provide an
overarching framework for our study. Therefore,asasider the internationalization of the Bl to be
one in which the firm may accumulate internatiomgberience, international commitment, etc.
Studies reviewing the literature on the Bl anditftteemental school illustrate the state of the
art in both fields (e.g., Moen & Servais, 2002;IRiet al., 2005). However, while the mainstream
literature on the phenomenon of Bls has been phddishroughout the last 15 years and has taken an
empirical approach (Rialp, et al., 2005), the inneatal school has been steadily developed from the
seminal article of Johanson and Vahlne (1977),intieoretical aspects have dominated the debate
(e.g., Forsgren, 2002; Johanson & Vahine, 19906 22009). In the remainder of this section we
present the differences and similarities betweerBihand the incremental school literature in teans

five critical concepts underlying both perspecti(@se Table 3).

("Insert Table 3 about here")

3.1. Internationalization and resource growth

The Bl can be viewed, in line with Penrose (1988)a bundle of heterogeneous resources. As the Bl
enters new markets, the character of the resouncélé changes in size (among other things), which
generally increases; thus, the internationalizabiothese firms can be viewed as a growth prodess.

the BI's resources increase, the character obitsbination of resources, which evolves through an

10



interactive and dynamic process, is important,esthe firm’'s competitive advantage depends on this
combination of resources.

There are two particularly important issues affegthe firm during the internationalization
process. One is the fact that the resource burfide mcludes a strong experiential component. The
other is the limited transferability of the resas¢Alchian & Demsetz, 1972; Dierickx & Cool, 1989;
Peteraf, 1993). As the Bl advances in age, itsuregs increase. In other words, resources (such as
assets in the balance sheet and sales) expantiroeaas the firm grows (Forsgren 1990; Forsgren,
Holm, & Johanson, 1992, 1995).

Resource growth, in the incremental school, isingentt on the incremental character of
internationalization, and resources are therefocermulated over time in an even and gradual
process. The firm gains more resources as a r@spifofit and sales made over time. The amount of
resources is thus dependent on how long the fisrblean operating (Forsgren, 1989). The BI
literature does not reject the growth that comemfdaily business, but adds to this that growth of
resources is also a result of provision of extecagital, mergers, and acquisitions, which are made
possible through financial markets as well as tliears’ and the top managements’ external personal

networks. We formulate the following hypothesis:

Hypothesis 1 (i): Old Born Internationals have greater resourchart young Born Internationals.

3.2. International business experience
Experience and learning are viewed as key factob®ih the Bl literature and among incremental
scholars. The Bl literature on knowledge can béléiy into two streams, with the first focusing on
the entrepreneurs’ prior experience as a drivinggfgMadsen & Servais, 1997; Shrader, Oviatt, &
McDougall, 2000; Zhou et al., 2007) and the secam@hasizing instead the BIs’ ability to learn. As a
result of the latter, these firms are assumed toebter equipped than other firms to acquire
knowledge quickly (Chetty & Campbell-Hunt, 2004;hfa, 2005).

The incremental school sees the acquisition of iepee as the key to internationalization,

since it reduces perceived uncertainty and hekpditim recognize new opportunities in the foreign
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market. This experience is conceptualized as the owamstituent of market knowledge at the firm
level — and therefore we focus on it instead oégperience at the managers’ lévelnd it is
manifested in routines and knowledge-sharing systdinus, by acting in the foreign market, the Bl
learns how to handle the specific market and,a&tsdtthe experience gained from doing business
abroad is the main source of experiential knowld@gekema, Bell, & Pennings, 1996; Davidson,
1980; Eriksson, Johanson, Majkgard, & Sharma, 18aitJambi, 1998). The strength of this
experience comes from the richness of impresstuatscain only be gained from direct activities.
Experience is gained from exposure to differemh$iand markets over a period of time
(Barkema & Vermeulen, 1998). Variation in experieiseems to be particularly important for firms
entering culturally distant markets (Erramilli, 199Thus time anddiversityare necessary in order to
gain international business experience (Papadopduldartin Martin, 2010). Although the Bl starts
its international operations at an early age, dbiss not necessarily mean that it has all the kedyd
it needs for these operations nor that it doesieet to continue learning after it enters its fioseign
market. Obviously, the longer the Bl operates magonally, the more experience it is able to gain.
Exporting on a regular and long-term basis incregemeral knowledge about internationalization and
how to do business abroad (Eriksson et al., 198frces the Bl to learn about market-specific
customs, tariffs, customer preferences, distrilougigstems, consumption patterns, etc., and proiides
with insight into the types of problems and diffiges that arise when operating internationally.
Finally, we not only suggest that Bls enter newkats, but that the heterogeneity of these
markets forces them to adapt and apply differetriyestrategies. These strategies imply the use of a
variety of entry modes. The more markets the Béenand the greater variety of entry strategies it
applies, the wider the range of problems the Bl mékd to solve. Thus, as time goes by, the Blrente
new markets and uses a wider range of entry medesh also increases its international experience.

We propose the following hypothesis:

3 Previous research (e.g., Johannisson, 1998; Jdsamn& Mgnstead, 1997) has also shown that inldimak

there is no distinct division between the key decisnaker and the firm.
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Hypothesis 2 (B): Old Born Internationals have greater internatadrbusiness experience than young

Born Internationals.

A remark on the above hypothesis is now in ordacesit would appear tautological if experience
were measured exclusively on a time basis (“lomfjital experience”), given that, in these firms,
“time from inception” means roughly the same am#&ioperating internationally.” Therefore, the kind
of empirical evidence that is needed concernsthass-sectional” dimension of experience, that is,
the content of the construct capturing the divemsitinternational activities. Accordingly, thistise

aspect of experience that will be tested undehyp@thesis.

3.3. International commitment

Commitment was advanced as a critical conceptéiabsciences in the 1960s (Becker, 1960) and has
since been applied in several disciplines. Foaimsg, in the IB field, it has been used to disthes
performance of international joint ventures (Cull@ohnson, & Sakano, 1995), business relationships
(Anderson & Weitz, 1992; Moorman, Zaltman, & Deshgé, 1992; Morgan & Hunt, 1994; Sharma,
Young, & Wilkinson, 2006; Skarmeas, Katsikeas, &l8gelmilch, 2002) or business networks

(Holm, Eriksson, & Johanson, 1996).

Commitment comprises both continuity and stabdityl is usually viewed as the result of
sacrifices or the investment of resources and kedgé (Gundlach, Achrol, & Mentzer, 1995; Holm,
Eriksson, & Johanson, 1999). Commitment also Hasuae dimension, since it is often treated as a
willingness to continue with something that alreadists (Holm, Eriksson, & Johanson, 1996), or
something that can be expected to produce a pesititcome (Hadjikhani & Johanson, 2002). In an
internationalization context, market commitment wancept advanced by Johanson and Vahlne
(1977) to describe a firm’s state of entry int@addfic market. The incremental school considets it
be one of the key constructs of the mechanismtefriationalization. We suggest that this can aéso b
valid for the BI. Although these firms start theiternational operations at an early age, theyhate

full-grown at birth. Rather, they commit themselirgsreasingly, over time, to international markets.

13



Committing resources to international operationglies that these resources are invested
explicitly to target the foreign market. Graduakg, the Bl grows, it enters and commiits itselféa/n
foreign markets. The term “international commitmigrefers not only to the degree to which a firm
invests in foreign markets, but also to the wawinch it organizes other functions besides sales an
marketing. A Bl that invests in wholly owned protlon subsidiaries with several plants in a market
is likely to be more committed to that market tlaafirm with no legal entity in the market and
operating through an agent or distributor.

As a Bl enters new foreign markets, more and meople become involved in the
international activities. Since foreign markets diféerent, both compared to the domestic market an
compared to each other, the Bl has to adapt tpriaailing conditions in these markets. This
observation is also valid for the existing emplayeéthe Bl, who have to learn how to do businass i
a new market environment. This learning procesaggkace mainly through interaction with firms in
the foreign market and, as more and more of the@dipeople interact with firms abroad, they learn
and become more specialized in ways of operatitgjdritheir own domestic market.

As it increases its activities abroad, the Bl sodlkely to hire new people who are already
specialized in specific markets. One of the reguéets for different types of international business
activities is foreign language skills. Knowledgeadforeign language is a skill that tends to beemor
useful and more highly valued abroad than at hokfeecan therefore expect older Bls to differ from
younger Bls not only by having more people involieéhternational business activities but also by

possessing better foreign language skills. The abationale leads to our third hypothesis:

Hypothesis 3 (§): Old Born Internationals have greater internatedrcommitment than young Born

Internationals.

3.4. Level of internationalization
Empirical comparisons of level of internationalieat (export intensity) in Bls and later exporters
have shown significant and consistently higher ealior the former in countries such as Norway,

France, and Denmark (Moen & Servais, 2002). If&&st their foreign activity with higher levels of
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internationalization than later exporters, the ¢joego be answered is whether they can ever iserea
those levels over time. Although we recognize thatsmall newly born firm begins its existence from
a more internationalized position than what varitheories generally argue, we believe that itslleve
of internationalization may gradually increase.

We define the internationalization level as theeakto which the Bl is dependent on its
international operations and is organizationaltggmated into markets other than the domestic nharke
As the levels of dependence and integration ineressdoes the Bl's internationalization level. The
degree of dependence on international operaticmsasequence of, among other factors, how much
of the total turnover comes from sales in markétethan the domestic market (Barrett &

Wilkinson, 1986; Bilkey & Tesar, 1977; Moon & LeE990; Wortzel & Wortzel, 1981) and,

following authors such as Bilkey and Tesar (197 Wortzel and Wortzel (1981), the ratio of
exports to total sales is likely to increase asthgrows older. However, these firms’ internatibna
development is also likely to be accompanied bwoizational changes. As its dependence on
international operations increases, the Bl hasgdkenorganizational adjustments in order to sesve it
foreign markets. A traditional research streammiernational business (Leonidou & Katsikeas, 1996)
argues that an internationalizing firm undergoe®us stages, where a higher stage involves a highe
level of internationalization.

The limited size of the domestic market in terme&xiting and potential customers may force
the BI to begin to internationalize very early, alhimeans that the international operations aréylike
to have an influence on the Bl's organization alnfiasn its inception. Hashai and Almor (2004)
argue that Bls follow a three-phase process, staviith exports to closely located markets
undertaking a few value-adding activities, and évalfy reaching the third stage, where much of the
internationalized value-adding activities arisarirproduction and R&D performed by subsidiaries
created through mergers and acquisitions. Thergftweeasing dependence on international
operations and a more internationally integratggoization are natural features of the Bl's growth
process. The firm's links with foreign markets iease over time. These growing relationships with
foreign markets may be reflected in a higher l@féhternationalization. We therefore suggest the

following hypothesis:

15



Hypothesis 4 (k): Old Born Internationals have higher levels afeimationalization than young Born

Internationals.

3.5. Performance in international markets

The incremental school has often been criticizedaitking normative ambition and striving only to
describe. However, contemporary studies (Barkenah ,et996; Delios & Beamish, 2001; Luo &
Peng, 1999) clearly have a normative element shegdemonstrate that an incremental process has
a positive impact on survival, profitability (De§& Beamish, 2001), and performance (Luo & Peng,
1999).

Vernon (1971) already argued for a positive refegfop between internationalization and firm
performance, but several scholars have since dkhbdtether the relationship is linear (Grant, 1987;
Vernon, 1971), U-shaped (Ruigrok & Wagner, 2003)erted U-shaped (Capar & Kotabe, 2003;
Gomes & Ramaswamy, 1999; Hitt, Hoskisson, & Hichel®@97), or S-shaped (Contractor, Kundu, &
Hsu, 2003). Since most previous research suppdiriear relationship, we propose that the older the
Bl (and, therefore, the higher its level of intdromalization), the higher its performance.

The literature identifies three factors that akellf to have a positive impact not only on the
traditional firm'’s but also on the BI's performanoceganizational learning, market conditions, and
economies of scal€&irst, with age comes experience, which in tusults in a usable stock of
experiential knowledge. This experiential knowledgpartially about how to behave in each specific
market, since business and management culturdé&elyeto differ from country to country. Although
most of this knowledge is market-specific, anotbet of it relates to ways of running a business
internationally and can to some extent be usedsa@wariety of markets. International operatiaes a
more efficient and less costly when the Bl is awarerhich resources and which knowledge are most
appropriate to apply in different markets. Howewvaarket-specific experiential knowledge, gained as
a result of operations with specific organizatianstitutions, and firms, enables the Bl to create

higher value and avoid making mistakes in a givamnket. All in all, it seems that time brings
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knowledge, which, in turn, results in commitmend amernationalization and performance gains
(Papadopoulos & Martin Martin, 2010).

Second, conditions in the BI's market of entry als® linked with its performance. In the
early phase of an entry process, the liabilityaséignness and lack of legitimacy, that is, esshield
firms’ lack of knowledge about the BlI, increase ititernationalization costs, since it is costly dor
new entrant to gain acceptance as a sector aagtariband peripheral markets are usually less
comprehensible for the BI, which increases thegieed uncertainty. Operating in several markets
generates both benefits and costs. The transfeyatficompetencies, innovations, and resources
between units located in different markets (KoguZ@&der, 1993) can give a Bl a competitive
advantage over domestically operating firms. ThiEnss especially important in the case of Bls given
that most of them are high-technology firms. Nbtakts are decreasing, however. The coordination
of these units also generates costs, especidhg imarkets are dispersed and different in characte
probably, the more distant the market, the highercoordination and learning costs.

Third, as the Bl grows it can decrease its costsdiryg cheaper labor and purchasing
components and raw materials in a larger numbeouwfitries. In addition, its overhead costs are
spread over more countries and units, and achiegngomies of scale can also reduce production
costs. Finally, it can gain global market powerg@r 1987) and extend the product cycle (Vernon,
1966). Over time, the BI, which has operated irifgm markets almost from its inception, will
develop relationships with agents and distributoisome markets and found its own production
subsidiaries or sales organizations in others. & besnmitments give the Bl a platform from which to
operate more closely with other firms, includirgyéustomers, suppliers, and competitors, in the
international markets. We expect this efficiencyd aloseness to have a positive effect on the
internationalization and performance of the Blview of the above, we propose the fifth hypotheses

as follows:

Hypothesis 5 (k): Old Born Internationals have higher levels offpemance in international

markets than young Born Internationals.
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4. Methodology
The sample, questionnaire, field research, andatipaalization of variables are addressed in this

methodology section.

4.1. Sample

Regardless of the relative shortage of researc®pamish firms, investigation based on this develope
country can provide important outcomes in the imaéional marketing and business fields. Its
economic traits, the international expansion ofiites, and the lack of studies using samples
comprising Spanish Bls make this country a promgisind attractive research context in which to
increase understanding of the international exparasind growth process of early-internationalizing
firms.

A sample of 204 firms was extracted by stratifieddom sampling from the population of
regular exporters with 10 or more employdashe region of Navarre. A census (“Catalogue of
Exporters”) of the regional chamber of commercet@oing 424 regular exporters was used as the
sampling frame. The firms are representative opibgulation by firm size. The sample contains a
cross-section of industries offering both consuaret industrial products. A total of 59 firms in the
sample were identified as Bls, defined as compdmaesg started their regular international
operations no more than two years after inceplitas operationalization is consistent with our fecu
on “early internationalizers” and similar, for ingte, to those used by Moen & Servais (2002), €hett
& Campbell-Hunt (2004), and Freeman & Cavusgil (20@ identify or define Born Globals, and by
McKinsey and Co. (1993) to split their sample iBmrn Globals and traditional exporters. Two
criteria were applied to identify SMEs (in accordanvith the European Commission
Recommendation 96/280/EC for the definition of drmaatl medium-sized enterprises): fewer than
250 employees and turnover no higher than 40 miltieros or a balance sheet total of no more than

27 million euros. Since 14 of the targeted firmgeveassified as large firms, the final number of B

4We limited our approach to SMEs of 10 or more eyeés to enhance the comparability of firms in the

sample in terms of size and to keep a sample fizelable in terms of budget.
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SMEs analyzed was 45. This separation of firms @ieg to size is quite frequent in the internationa
business and marketing literature and has beercathafor the study of Born Globals (Madsen &
Servais, 1997). The 22.1% of Bl SMEs found in thmgle used in this study is below the percentages
reported by Moen and Servais (2002) in countries sis Norway (38.8%), France (34.3%), and
Denmark (30.7%). However, as already stated, tlamiSp sample does not include micro firms.

The 45 Bls show a highly balanced sector distrdsutagrifood (24.4%); textiles, clothing,
footwear, and leather goods (11.1%); wood and fur@i(11.1%); chemicals (6.7%); basic metals
processing (20%); non-metallic products (4.4%); Innaery (6.7%), and vehicles and transport
equipment (15.5%). This sectoral diversity poslihantrasts with the more common bias towards
high-technology or knowledge-intensive industriessgnt in a significant number of previous
empirical studies on Bls. We consider our samplerdfore, to offer more cross-sector generalization
potential for findings than is customary in resawa this issue. It is also large enough for the
purposes of this research and, to the best of mawledge, one of the largest ever used to study the

post-birth features of Bls.

4.2. Questionnaire and field research
Most of the questions in the structured questiaefacused on firm and manager characteristics,
international strategy, and firm export performarnidee questionnaire content and design were
pretested for face validity in two stages. Firstjratial draft was reviewed by six marketing
researchers or business consultancy experts. &ftenminor modifications, a revised draft was
tested on five firms through in-person interviewthwhe executives in charge of foreign operations.
As a result, some items were refined and some ignssbmitted in order to reduce completion time.
Data were collected by means of personal intervigitls the international or general manager
in charge of the firm’s foreign activity. The duat of the interviews was approximately one hour,
fifteen minutes on average, while the field reskadook close to eight months. Since not all of the
firms wanted to cooperate, a total of 314 firms tabe contacted to obtain the sample of 204 firms,
which implies a response rate of nearly 65%. Eaalnthat did not cooperate was replaced by another

one of the same size and in the same industry.affeed out tests for non-response bias (Armstrong
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& Overton, 1977) by means of the variables resaifnamber of employees) and internationalization
(international to total sales) and found non-sigaifit differences.

In an attempt to avoid the risk of common methadavece bias associated with cross-
sectional research designs (Chang, Witteloost&ijeden, 2010; Lindell & Whitney, 2001,
Podsakoff, MacKenzie, Lee, & Podsakoff, 2003),itilticators and questions used to test the
hypotheses were separated in the questionnairelitiacent response formats and scales were
employed (see Table 4). In addition, “total assatsed “number of employees” data were drawn from
two secondary information sources (the Iberian BadaSheet Analysis System and the “Catalogue of
Exporters of Navarre,” respectively). Finally, agast hoc statistical procedure, we carried out a
Harman’s one-factor test, where it is assumeditt@asubstantial amount of common method bias is
present, either a single factor will emerge fromm @imalysis or a “general” factor will account fhet
covariance in the independent and criterion vagisllPodsakoff & Organ, 1986). We therefore
checked the dimensionality of the 20 indicatorsiusetest the hypotheses in an exploratory factor
analysis (EFA). The sample appeared to be freki®pbtential limitation, since we obtained six
factors with eigenvalues greater than 1 that adeoufor 36.1, 15.4, 11.6, 8.1, 6.3, and 5.2% of the

variance (20 factors to account for all the varaincthe indicators).

("Insert Table 4 about here")

4.3. Measurement of the variables

The operationalization of the variables appeaiGainle 4. All measures have already been used in a
variety of international business and marketinglistst Although we tested our hypotheses separately
for each variable, we provide the composite reliighfWerts, Linn, & Jéreskog, 1974) or internal
consistency for the different sets of measurega@l them and dimensions of performance. All
exceed the recommended acceptance thresholdgtinhélly, 1978). The first, resources, is
measured as total assets, total sales, and totkfosce or number of employees (e.g., Kaynak &
Kuan, 1993; Miesenbdck, 1988) (composite reliabitit.88). The second, international experience, is

operationalized as the diversity of both entry nsdged in international operations and countries in
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which the firm operates (composite reliability 4).7Experience in many different country markets
leads to a more generalizable knowledge, and messfidiversity of foreign markets have been
frequently used in the operationalization of intgional experience (e.g., Chetty, Eriksson, &
Lindbergh, 2006). As argued in the formulationtt# typotheses, these measures are targeted to
capture the “cross-sectional” dimension of inteioval experience (e.g., Brouthers & Nakos, 2005;
Cavusgil & Zou, 1994).

The third, international commitment (Johanson & Mah 1977, 2006), is measured as the
number of employees primarily engaged in intermati@ctivities, the number of languages in which
the firm is skilled, and entry modes commitmenh@ltson & Wiedersheim-Paul, 1975), that is, entry
with or without direct investment (composite relldy = .73). Among others, measures of the number
of employees involved in international activitiee @ommonly used indicators to capture internationa
commitment (e.g., Lages & Montgomery, 2004).

The fourth, level of internationalization, is a stmct for which there is no commonly
accepted measurement (Ramaswamy, Kroeck, & Renft®86; Sullivan, 1994, 1996). It was
operationalized as the conventional internationabtal sales ratio (e.g., Bausch & Krist, 2007) as
the stage of internationalization or internatiotevelopment (e.g., Martin Martin & Papadopoulos,
2007). In other words, not only the proportion afdign sales was considered, but also the
classification of the Bl on a 5-point scale (rarmgfrom low to high levels of international
development) based on a cluster analysis of thialitbtal sample and aimed at identifying groups o
firms and classifying them according to their degoéinternationalization (composite reliability =
.95).

Finally, we used a total of eight established iattics for measuring firm performance,
especially international performance and its vagidunensions (Katsikeas, Leonidou, & Morgan,
2000): perceived success of international actwifeeg., Cavusgil & Zou, 1994), international sales
and perceived international profitability (e.g.yl8s, 1998) (composite reliability = .83); market
concentration or ratio of sales in the main, sectmdd, and fourth foreign markets to total
international sales (composite reliability = .9a0d change (growth) in international sales

(Diamantopoulos & Siguaw, 2006).
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5. Empirical characteristics of Born Internationals

Since we wanted to provide detailed descriptiverimfation about the characteristics of time-based
clusters of Bls, we separated them into three gragpording to how long they had been operating in
the sector: young (no more than seven years), métwre than seven but no more than 20 years),
and old (more than 20 years). Nevertheless, tadeaudiitrariness in the establishment of cut-ofinp®i
between young and old Bls when testing the hypethese employed a hierarchical cluster analysis
(Everitt, Landau, & Leese, 2001) using the squéhedidean distance as the measure of proximity to
identify significant time-based clusters of Bl fisnThis way, the intuitive groupings were replaced
with the outcome of the cluster analysis. This téghe required the use of at least two “active”
variables: “years operating” in the sector was wegin, and “years since the first export orderswa
added. The characteristics of the two resultingigsayoung and old Bls) were compared by testing
mean differences (scale variables) and Chi-squatistecs, Spearman’s Rho, and Kendall's Tau-b
(categorical and ordinal variables). In order tatonl for the effect of the industry to which thé B
belonged, we also tested for differences in theoselistribution between young and old Bls and did
not find significant differences for any of the leigectors with the exception of “non-metallic
products” — the one with fewer firms in the sampl@here the number of old Bls is significantly

higher than the number of young Bls.

5.1. Post-birth features of young, mature, and ol@Is

We provide an extensive characterization of thellsana medium-sized young, mature, and old Bls
(see Table 5). The descriptive statistics showah&0 variables appear to change as expectest, Fir
average firm resources (H1) steadily cumulateimseof total assets (from 2.07 million euros to
13.03), total sales (from 2.09 to 9.67 million es);and number of employees (from 20 to 79,
approximately). Second, all the experience indisatender values in line with our hypothesis (H2).
“Years since the first export order” and “yearsulegy exporting” show the same increasing values
for young, mature, and old Bls (3.61, 10.81 an®2%espectively), implying that Bls have been

permanently international since they began expgrédoth the diversity of methods used in
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international operations and the countries entalsdlincrease in number (from 1.46 to 2.36, anohfro
5.38 to 17.55 respectively). Third, the firms’ imtational commitment (H3) grows in terms of the
number of employees engaged in international diets/{from .69 to 2.73), foreign language skills

(from 1.77 to 2.45), and entry mode commitmentriewith or without investment in facilities).

("Insert Table 5 about here")

When it comes to firm internationalization (H4)etpreliminary descriptive results show that it
increases in all three groups on both of the irtdrsaconsidered: international to total sales (from
32.61 to 64.67%) and stage of international devakpt (from 1.77 to 4.36). Finally, performance
(H5) also points to a positive development oveeti®pecifically, the eight indicators of internatb
performance vary as expected: overall succesgeriational activities (from 5.58 to 6.91),
international sales (from .59 to 5.79 million egr@d international profitability (from 2.61 to3B);
market concentration (the four indicators decréasa young to old Bls), and change in international

sales (from 96.06 to 7.36%).

5.2. Cumulative development of Bls

Based on an optimization criterion that minimizetsa-cluster inertia and maximizes inter-cluster
inertia, the software proposed “two” as the optineotution between two and ten potential clusters.
Inter-clusters (1.5070), intra-clusters (.2514dlMat, and .2416 for young BIs), ratio of inter/total
(-7535) inertia, and the dendrogram showed thheifgroups were interpretable they had both high
external heterogeneity and high internal homoggné&he cluster containing the young Bls is
composed of 33 SMEs, while the cluster containirggdld Bls has 12 firms. This distribution is very
similar to that used in the previous analysis € yloung and mature Bls were merged into a single
group (13+21). We present the descriptive groutissitss for the two new clusters (see Table 6). All
variables behave as expected in terms of increas®ase, thus reinforcing the previous evidence
about the cumulative nature of the Bl internaticaion process and suggesting their international

expansion over time.
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("Insert Table 6 about here")

Three of the main constructs articulating the im@atal models — international experience (H2),
international commitment (H3), and degree of inionalization (H4) — are significantly differemt i
the two clusters (see Table 7), while resourceg édtl performance (H5), despite finding directional
support, are not. Specifically, 10 of the 18 intlica are significantly different: number of emplege
diversity of entry modes and countries entered (S2)¥f in international activities, foreign langyea
skills and entry mode level of commitment (H3)gimational to total sales ratio and stage of
international development (H4), and internatioraés and concentration of international sales in
three main foreign markets. As for the statistteats for entry mode commitment level, we found
significant values at the 99% confidence levelng$?earson’s Chi-square (8.493, sig. .004),

Kendall's Tau-b (.434, sig. .004) and Spearman’s R34, sig. .003) statistics.

("Insert Table 7 about here")

To sum up, the empirical tests show that three tingses find total support: international experience
(H2), international commitment (H3), and degreetérnationalization (H4). In contrast, the
hypotheses dealing with resources (H1) and perfocaé@H5) cannot be accepted. We discuss these

findings below.

6. Discussion and limitations

6.1. Discussion

The double comparison of groups of younger andrdddie on the five interrelated key
internationalization constructs provided valuahlamtitative empirical evidence on the post-birth
characteristics of Bls. To begin with, as for rases (H1), we found that only one of the three
indicators measuring this construct (“number of Eypes”) is significantly different in the cluster

solution. The other two (“total assets” and “tctales”) are not, implying that hypothesis H1 cannot
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be accepted. This suggests that the resource b{(fPeleose, 1959) of Bls appears to become more
intensive in terms of human resources than in tefassets and total sales. We interpret this as a
natural consequence of the positive characterisfiosir sample, which has a major presence of more
“traditional” and relatively labor-intensive induss, in contrast with the typical bias towardshhig
technology or knowledge-intensive industries frotriaki most research on Bls (Rialp et al., 2005) has
been built. In this light, Riddle & Gillespie (200fdund in their clothing export industry sample a
significant difference not only in number of empeg but also in total sales, so they concluded that
new ventures were significantly smaller than oldamtures. New studies should clarify these findings
in view of the intrinsic potential of the Bl as @usce of employment and wealth creation in thegrla
life.

The next, international experience (H2), is onthefcentral constructs traditionally used to
explain internationalization (Johanson & Vahlne771.91990, 2006). This research has found
empirical evidence on more experienced firms ingitweip of old Bls. This association was expected
for the time-based or longitudinal component oferignce but was also confirmed for the two
indicators of “cross-sectional” experience employHukerefore, we conclude that our second
hypothesis, that old Bls have greater internatitnainess experience than young Bls, cannot be
rejected. It is important to note that older Bls akpected to learn and obtain experiential knogéed
(like any other firms) from their international exgences (e.g., Barkema & Drogendijk, 2007; Chetty
et al., 2006; Eriksson et al., 1997, 2000). We sagthat this experiential learning not only becsmae
prime driver of their internationalization, butiso leads to incremental behavior by the mechanism
explained by Forsgren (2002). In other words, #et fhat founders’ previous international expergenc
is higher for Bls than for traditional firms (e.@hetty & Campbell-Hunt, 2004) cannot be viewed as
an obstacle to later growth driven by post-birthenential learning. Put simply, Bls keep learning
(and growing) when they are not young. This viewhef Bl is, in our understanding, compatible with
the more aggressive learning strategies that gréresl to be a born global (Chetty & Campbell-Hunt,
2004).

The third construct, international commitment, lagpothesized to be higher for older Bls

(H3). All three of our commitment indicators shoansistent results and support the hypothesis.
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Older Bls use more committed entry modes, have siaifé engaged in international activities, and
possess a higher degree of some specific skilidh(as languages) needed for the development of
foreign operations. Riddle and Gillespie (2003)wawer, found a non-significant difference in
number of foreign languages fluently spoken by awmé new and older ventures. Our findings
cannot be directly compared since they refer tthallstaff in international activities. Overall,rou
results are consistent with Hashai and Almor’s @&udy, which shows that Born Global firms
engage in gradual increased commitment to foreigrkets. We therefore suggest that the dynamics
of the incremental model might be the driving farbehind the international development of early
international firms. Regarding market commitmenhahson and VahIne (1990) expect additional
commitments to be made in small steps generally thie exception of firms with large resources,
enjoying stable and homogeneous market conditanm possessing experience gained in markets
with similar conditions. Our findings appear to yide little insight about the “relative” length tfe
steps taken by Bls, but suggest them to be cunaaldt our understanding, this incremental path is
compatible with larger commitment steps being taikgBIs at birth or later on, in light of the
explanatory role played by their founders’ previenperience in the same or similar markets (Laanti
et al., 2007).

Level of internationalization, our fourth construistassociated with the age of the Bl. The
empirical analysis fully supports the hypothesigd)XHFrom this empirical perspective, our results
contrast with previous evidence of non-significdifiterences in export intensity of older and new
ventures (Riddle & Gillespie, 2003), even thougbstihresearchers found that export intensity was
close to 5% higher in the group of older ventus: findings complement studies showing higher
export intensity of Bls at birth in comparison &bdr exporters (Moen & Servais, 2002). Further
rationale for a relationship between age and let/@iternationalization comes from the fact thasit
implicit in the thinking of the incremental schoglyen that the internationalization is driven b t
cumulative growth of experience and commitment &bsln & Vahlne, 1977, 1990), and we have
found that both are higher in the group of old Bls.

Finally, performance (H5) is, together with res@s,che only construct that does not present

an overall consistent significant association il age of the Bl. Despite all indicators having
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directional support, the findings from the clusiealysis imply that we cannot accept the hypothesis
(H5) and recommend caution when drawing conclusi8pscifically, the two groups appear to differ
significantly (p < .05) only in international salesd very weakly (p < .1) in one of the market
concentration indicators. These findings pointriardgernational expansion pattern in which Bls have
no guarantee of performance improvements as théhefutheir internationalization. In our opinion,
this is due more to their having had a high inteomal performance level since their early daysitha
to any failure to perform satisfactorily. Accorditthe descriptive statistics, the “old” groupayg a
higher performance level than the young (and theiregaBls, even if the differences are significant
only for international sales. However, the subsangplolder Bls is composed of firms that had been
operating for around 20 years more, on average,\tbang Bls; that is, there might be some bias
towards successful Bls — as we discuss later uhddimitations of the study. In order to verifyath
old Bls enjoy a relatively robust and satisfactpeyformance, we carried out an additional
comparison, this time using non-Born Internatiorzeds reference. We therefore compared the cluster
of old Bls with the 97 old “traditional” firms inww sample, which were grouped based on the same
minimum number of years in operation. This way,psevented the potential bias associated with
different survival rates for older and younger Bike results show that the differences between old
Bls and traditional firms are significant for sussef international activities (p < .90), interioatal
sales (p < .95), and market concentration in thie fiegeign market (p < .90). Taken together, they
indicate that old Bls may enjoy a more satisfaceg successful life in some performance
dimensions than old traditional firfas

We think that, subject to the limitations belowstktudy has filled an important gap in
contemporary IB research and answered two relayaggtions: (a) What differences exist between

key internationalization characteristics of youngl ald Bis? and (b) Do existing theories, in

5 The descriptive statistics pointed to Bls’ supeperformance in terms of higher perceived sucoéss
international activities (6.83 vs. 5.93), interpatl sales (5.35 vs. 1.96), lower market conceptrgitercentage
in all four of our indicators (from 40.95 vs. 54%40 76.29 vs. 87.77%), international profitabil{8:22 vs.

2.91), and international sales growth (28.33 vS272%).
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particular incremental internationalization, expl#hese differences? The contribution of this stiady
addressing the questions above can be seen in ¢étims quantitative empirical evidence provided,
which shows contrasting characteristics of youngy@ld Bls and suggests a cumulative
internationalization process. This statement i2bas the observation of the characteristics ofil3Is
three key constructs related to the dynamics prexpby the incremental school (international
experience, commitment, and internationalizatior) eonsistent with Madsen and Servais’ (1997)

conclusion that these firms may follow an evolutipnpost-birth behavior.

6.2. Limitations

The first limitation is that our sample is basedioms that are still in business. Failure may #fere
have been undersampled (Denrell, 2003). In othedsyave did not control for success (or failure) of
Bls in terms of survival rates. All firms in thersple can be considered to be successful (or &t leas
“surviving”) early internationalizers. Neverthelefise literature has suggested the liabilities of
newness and foreignness (Zahra, 2005) as chall¢ogles survival of these firms. While
acknowledging this possible success bias, andjfgadly, that the performance of the old Bls may
have been enhanced by our research design, we thigjitbe bias can be expected to be less
important in our cross-sectional and industry-beé@hsample of Bls than in one based only on either
traditional or high-tech firms (as has more ofteemthe rule than the exception in previous rebgarc
Lower survival rates for industry-balanced samplieirms such as Bls do not seem likely since these
are expected to not only be more internationaliz@drnationally committed, and experienced but,
probably, also more diversified, market orientdaedo react to changes, and in possession of more
developed business networks than traditional firms.

The second limitation is that we did not contral émvironmental changes over time, despite
the number of long-established firms in the sanmle.recognize this potential shortcoming, which is
common in research comparing young and old compalfiteere may be industry-specific
environmental changes, which may have affectedsfimparticular industries. Although, as
previously stated, we did not find significant difénces in the sector distribution between youmy an

old Bls, and each sector may share most of the sapwsure to uncontrollable external factors, old
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Bls may have been exposed to factors not affegiumg Bls. This and the previous limitation are
shared by most studies comparing new and old f{gmes for instance Riddle & Gillespie, 2003).

A third limitation, common to some streams of inggfonal business research, has to do with
the cross-sectional nature of this study, whichbitéthe possibility of making causal inferences
between time-based variables and the differentriigr® constructs tested in our model. In order to
increase our understanding of the way time afféngtsevolution of Bls, longitudinal studies will be
required (Cook & Campbell, 1979). In addition, fmtermining the type of expansion undergone by
Bls, an analysis of the same BI firms in a longmadlmanner will be more appropriate in future
studies.

A final limitation has to do with sample characstids in terms of its geographical context
and size. Although one-country samples represéegaent limitation in empirical research — since
they are used in as many as 61% of internationsihbas articles and 73% of papers on international
marketing (Yang, Wang, & Su, 2006) — the crossemei validity of the findings should be assessed
by carrying out studies in other regions and coestHowever, in order to obtain a more uniform
sample we chose to exclude micro-enterprises agd fams and targeted a representative sample of
SMEs. This sampling approach is a notable featlioeioresearch design, since only 9.3% of articles
published in the leading international businesstjals have used probabilistic sampling (Yang et al.
2006). Further, the statistical results are basecbonparisons of two small groups of firms.
Therefore, while the significant findings can bersas robust, the non-significant results may be
explained by the small sample sfZBespite the limitations mentioned above, we codeltinat our
sample is expected to add value to our researnte diis still both representative and adequate

(Singh, 1986).

6 The effect size of the non-significant indicatoaaged between 0.23 and 0.56, suggesting the véluging a

larger sample size.
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7. Future research agenda, implications, and concsion

We have provided quantitative empirical evidenaaashg contrasting characteristics of young and
old Bls and suggesting the possibility of a cuniutainternationalization process. As previously
discussed, considering that failure may have beeensampled, future research can study, compare,
and control failure rates of Bls and firms intefoaalizing later. Further, our answer to the questi
about existing theories’ ability to explain diffemes between key internationalization features of
young and old Bls points to a compatibility witlettlynamics of the incremental school. This is
inferred from the comparison of the characteristicBIs belonging to different time-based clusters
and implies that Bls might follow a route sharimgitarities with that of “traditional” firms in the
internationalization process. Therefore, ther®@ to challenge others to pursue future research o
Bls and to test causality of the mechanism of r@gonalization in the post-birth development o Bl
by using longitudinal studies. Below, we highligioime promising areas, keeping our focus on the

three hypotheses that received total support irethgirical study.

7.1. International experience in the internationalzation of Bls
This study shows that experience is higher in toeig of old Bls, and since experience is generally
assumed to be the main component of the criticavkedge for internationalization (i.e., experiehtia
knowledge), the learning process may be seentasatfor the Bl firm. Bl theory approaches the
experience-gaining and learning process from twgbesn First, key people involved in international
activities are the top management or the firm'safters, who, in their previous careers, have gained
experience (Oviatt & McDougall, 2005); that is, rhuaf the critical knowledge has been gained
before internationalization starts. Despite thisuagption, this study gives an indication that old B
have increased experience, which suggests thatdBi®t stop learning experientially at an early.age
Future studies could focus on the role of learnimgughout the internationalization process of Bls.
By increasing our understanding of the learning processan know more about the
internationalization of Bls.

Second, Zahra (2005) suggests that Bls are beitefaater learners than more traditional

firms. It raises interesting questions about thati@ships between time to and speed of
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internationalization (Acedo & Jones, 2007) andBlie learning before and after its first sales aluro
In line with how this study has conceptualized arahsured experience, one can assume that high
speed of internationalization means that the Btkjyiexposes itself to new markets, cultures, ways
of doing business, etc. This exposure, in turrcdsiit to reflect, adapt, and change, and when this
happens gradually, the Bl may have time to absodhigtegrate the experience. But, one can also
assume that there is a limit to how much experienBécan absorb in a specific period of time and
that there is a point when additional experienggotibe transformed into knowledge. Empirical
studies on speed of internationalization are i@mnd,thus knowledge about the relationship between
speed and learning is even scarcer. Future reseanciork on filling this gap in the relationship

between speed and learning in the context of Bidir

7.2. International commitment in the internationalization of Bls

This study gives support to the idea that Bls’ cotnmant to international markets is higher in older
firms, which is in line with the views of the intextionalization mechanism of the incremental school
The vast majority of Bl studies focus entirely oqperts (Fan & Phan, 2007), while our research
indicates that the Bl also applies more resoureeatheling entry modes (and that these are more
frequent the older the Bl is). This makes it likdhat even relatively small firms with fewer resoes
than multinational companies locate activities amtttions in different country markets.

This higher international commitment also involaesincrease in complexity, and this has to
be managed by a relatively new and small firm.tAation with high international complexity and
commitment — where internationalization involvesrenthan just export activity — requires new ways
of coordinating and controlling the organizatiohisTmeans that there is a balance between, on the
one hand, the degree of international commitmedi an the other hand, the complexity and the size
of the organization. We therefore call for moresggsh on how relatively new and small Bls manage

high international complexity characterized by mibvan exports.
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7.3 Internationalization of Bls

This study suggests that Bls may follow an incretalgprocess of international expansion. However,
it does not deal with or say anything about whethey also follow some stages (Johanson &
Wiederesheim-Paul, 1975) or phases (Cavusgil, 1198@mark, 1994), that is, an order or pattern of
internationalization. Proponents of the Bl thedajra — and we agree — that the stages proposed in
the literature are not valid for Bls. However, Biditerature has so far not advanced any process o
sequence of internationalization as an alternatitbe stages.

Notwithstanding, entrepreneurship, as well as natonalization, can be viewed as a growth
process over time (Greiner, 1998; Kazanjian & DratB90). Several entrepreneurship scholars
propose that this process can, in turn, be dividexdvarious phases, which have different
characteristics in terms of problems and opporesChurchill & Lewis, 1983). Each phase requires
its specific combination of organization, competrand resources. But, there is also literature
claiming that the key issue is not the phasesemtelves but the space or the chasm between them
(Moore, 1999), and that the challenge is not talathe phases but to build the bridge over the
chasm. Based on the decreasing validity of thenat@nalization stages, on the remaining validity
the process and mechanism of internationalizalohgnson & Vahine, 2009), and on the view of
internationalization as entrepreneurship, moreareseon the phases and chasms could be a fruitful

way of finding new potential patterns of Bls’ imetionalization.

7.4. Implications for practice and policy makers ad conclusion

There are several managerial implications of thggarch for the professional practitioner. The: firs
one is related to the fact that Bls do not seestdp accumulating experience — despite the possessi
of international experience by their managers ndérs. From this, it follows that it is importahat

Bls, like traditional firms, develop structures andtines so that they are prepared to face arad tea
surprises, discoveries, and unexpected insightishvare critical ingredients of internationalizatio

As the Bl continues to enter new foreign marketss, €xposed to new conditions, which it must eithe
reject or absorb and transform into knowledge thaatbe used. This process is, of course, challgngin

for firms that are small, young, and usually lagkin resources. Therefore, the managers of Bls
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should be aware of international complexity andrgatly for new challenges right from the start,
despite their better preparedness for internatiopatations.

Second, our findings suggest that managers in&idrcrease their international experience
related to foreign markets by following differeputes. Alternatives would be to enter a diverse
number of markets (wide geographic scope) and iweesag entry modes in international operations
(e.g., combine exports, distributors, and salesididries). By engaging in such diverse activities
managers can learn more quickly than from repetititernational activities and be better prepared
for new challenges.

A third managerial implication is related to theyious ones and to our findings about
international commitment and internationalizatiBpecifically, the structure and routines that the B
may develop have to be helpful in managing itseased international commitment and
internationalization also, which implies growindgdgration and increasing resources tied to markets
other than the domestic market. So besides theatriaisk of facilitating the transformation of
experience to knowledge, it seems that the Bl ddimdl ways to enhance the coordination of people
and investments in various markets. For instanemagers could collaborate with other SMEs
concerning resource commitment in their internationarkets, such as by piggybacking on another
firm’s distributors or sales subsidiaries.

A fourth and final managerial implication of oundiings is that Bl managers should have
limited expectations about improved performanceims of overall success of international
activities, profitability, sales concentration, anternational sales growth when their firms arm ol
The reasons are not a lack of satisfactory perfooca#ut relate to the fact that these firms have
already been achieving high performance since #ely days in the international arena. Our finding
show that their most reasonable hope is highemat®nal sales. Given that other aspects of
international performance, such as internationetess and profitability, have been satisfactorgesin
they started acting in foreign markets, the liketitl of improved international sales is the main
argument from a performance perspective that psadeal practitioners can use when discussing the

expected results of their Bls when they are old.

33



Despite the similitude between Bls’ and traditiofi@hs’ internationalization suggested by
this study, public policy makers are encouragediteelop export and internationalization assistance
programs addressed to cover the specific needarlyfiaternationalizers in their early days of
operation. On the one hand, Bls have a differeofilprfrom inception. For instance, top management
entrepreneurs (instead of sales staff) are theokeple in their internationalization process, they
usually have existing relationships and networkstiver markets, and their strategy is proactives Th
means that typical programs addressed to conveyehefits of internationalization and to develop
basic capabilities (planning, languages, etc.)iregudor managing the foreign activities are expdct
to be of limited effectiveness in this group. Oa tither hand, many of them are SMEs, and therefore
shortcomings can still be expected. In fact, anttwegkey constraints they face is a lack of financia
and knowledge resources (Freeman et al., 20063.rasult, public policy makers can still help Bls
obtain the support they need in terms of finan@ad., credit lines, credit insurance) and knowéedg
(e.g., R&D, information) assistance in their eatayys in order to complete the profile required to
increase their chances of successful internatideatlopment in their later life.

When advising SMESs, policy makers therefore nedthie assistance programs that alleviate
managers’ lack of knowledge. Considering the hjglesl of internationalization of Bls, this can be
solved by focusing on accelerating internationatdéng. For example, policy makers could facilitate
seminars where managers share their internatiapatiences and learn from each other instead of
waiting to accumulate this knowledge through tlo&in experience. Another example would be to
encourage the creation of (social) networks ofriraBonal managers and to provide them with
incentives to do so as a way to foster exchandleedf professional experiences in foreign markets.

We conclude by suggesting that the ideas and fisdimesented in this paper point to a
cumulative internationalization process of Bls ahéyefore, to the possibility that the incremental
and the Bl theories may not be contradictory, a®metimes suggested. We speculate that they might
be even complementary, since fruitful findings degtelopments in each stream of research seem to

be able to provide insights about the other.
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TABLE 1.

SUMMARY OF THE MOST CITED EMPIRICAL ARTICLES ABOUBORN INTERNATIONALS

Authors Purpose Method Temporal approach Internatinal operations and expansion Key findings
Chetty & To explore the extent and locus of ~ Two interviews at each of Market scope and start of Data about both home market and foreign Many of the characteristics of the born
Campbell-  differences in the two theories of the 16 firms from New internationalization define the markets. It analyzes the psychic distance to the global view are also valid for traditional
Hunt internationalization process the Zealand, representing three types of firms in the market entered. Considers production and firms. Niche strategy, uniqueness, and
(2004) traditional stages view and the born successful sample. Pace and time to marketing and export and finds that Bls tend to product leadership have explanatory
global view. internationalization, either internationalize of the three behave according to theories of traditional firms,value.
before or after the country types of firms are analyzed. while regional firms are manufacturing in other
opened up for foreign trade countries.
and investment.
Coviello To assess the network dynamics of Three Bls in New Zealand. The network developmentis  No data or discussion on type, order or number Based on the empirical observations, it
(2006) Bls. The research question is: What Inductive interviews are analyzed through three stages. of markets. Economic/business ties dominate tharrives at seven propositions on the
are the structural and interactional  the data source. Analyzed The durability of the networks during all three stages, but no network’s development over time and the
patterns at various stages of network with UCINET 6. relationships in the network discussion on what economic or business ties three stages.
evolution? was analyzed. mean.
De Clercq  To identify at the macro level: (1) Several secondary data Age of the Bl or phases, The domestic market is analyzed in terms of ~ Eight of nine hypotheses are supported.
et al. inward FDI, outward FDI, and sources like Global processes, and events during inward and outward FDI, export level, and They demonstrate that a country’s
(2008) international trade, on the one hand, Entrepreneurship Monitor, the internationalization are not income. Type or order of the foreign markets areoutward FDI and export influence its
and the proportion of export-oriented UNCTAD, and World discussed or analyzed. No data not discussed. The firm is analyzed as an exporaroportions of export-oriented Bls and
Bls on the other hand and, in turn, (2)Bank. Used regression on these aspects. oriented new venture and no other modes are that there the positive knowledge
the proportion of export-oriented Bls analysis to test the nine discussed. Inward and outward FDI are measurepillover effects from outward FDI and
and a country’s level of hypotheses. on macro level. export is stronger in higher-income
entrepreneurial activity. countries.
Fan & Phan To investigate whether born globals Data on 135 Bls entering  No data on temporal aspects, Size of a country market and number of The size of foreign market and the
(2007) are influenced by the same economicthe European airline and time, phases, and events incumbent competitors are analyzed. Cultural inaugural production capacity have a
factors, in their early market were collected with are neither discussed nor distance between home market and foreign positive effect on decision to
internationalization decisions, as the the help of the Official analyzed. market is hypothesized to influence allocation ofinternationalize, while size of home
staged internationalizing firms. Airline Guide. Three two- production capacity. The causes and outcomes afiarket and competition in the foreign
stage regression models production and the allocation of production market have a negative effect on
used. capacity are studied. internationalization.
Fletcher A close analysis of two small Two Bls and their two Internationalization is viewed It does not discuss or analyze order, type, or  International opportunities come
(2004) business internationalizations, in founders make up the as a process, but the nature or number of markets; export and marketing are accidently and are socially constructed
which the lead entrepreneurs discuss cases. They were character of the process over implicitly highlighted as key activities. and enacted. Building relationships with
how the Bls became international.  interviewed for 1-3 hours. time is not discussed. other companies is a key aspect.
Freeman & To answer the main research 29 in-depth interviews with Time, phases, and events are Investigate which markets the managers ent&ased on the entrepreneurial attitudes of
Cavusgil question: What are the entrepreneuriaggenior managers from 12  not analyzed or discussed. Age and how, and what has an impact on type dhe managers, a typology of four
(2007) strategies that senior management  Australian Bls. Archive of Bl and speed are not order entered. Number of markets. Analyzes theommitment states is presented.
might adopt for their Bls? data also used. empirically studied. entry modes and activities related to the modes.
Freeman et To examine the internationalization Three Bls provided 20 The framework has early and The character of the home market is argued to Based on the constraints, five strategies
al. (2006) strategies of Bls and how they interviewees, which rapid foreign market entry as a have an impact on internationalization, but no are observed to have a positive effect on
overcome constraints. resulted in 52 hours of in-  dependent variable, but there data or discussion of type, order or number of the BIs’ early and rapid foreign market

depth interviews and focus
group discussions.

are no data or discussion of the foreign markets. The use of multiple entry modegntry, where various partnerships and
concept. is discussed, as is the lack of economies of scaleetworks are especially important.

as unit costs of production and buying power are

constraints.
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TABLE 1.

SUMMARY OF THE MOST CITED EMPIRICAL ARTICLES ABOUBORN INTERNATIONALS (CONTINUED

Authors Purpose Method Temporal approach Internatinal operations and expansion Key findings
Gabrielsson To attempt to develop concepts that Eight Bls from Greece, Bls progress through three  Provides background data on number of entered It finds that the same concepts as in the
etal will help to provide a realistic Finland, Norway, and ltaly different phases. Under each markets but does not use them in the analysis.  traditional models are still valid but the
(2008) definition and to explain how Bls provide the cases. Anin-  phase one or more Presents data on several activities and entry modesrder and relation between the concepts
behave over time. depth interview was propositions are advanced. but does not use them for analytical purpose. differ between traditional firms and Bls.
conducted at each firm. However, export and sales are still the driving
activities.
Karraetal. To answer three research questions: Data were collected Reports on chronological Provides data on several markets and observes thétfinds that three types of entrepreneurial
(2008) What entrepreneurial capabilities are through 66 interviews and process of the serial institutional bridging between national contextsl an capabilities are critical for international
critical for rapid international new 24 meetings focusing on  entrepreneurs’ international cultural collaboration and relationships across new venture success: international
venture success? Where do serial entrepreneurs’ entry operation, but does not country markets are antecedent to success. opportunity identification, institutional
entrepreneurial capabilities come into markets in the former analyze or discuss it per se. Describes how the serial entrepreneur organizes bridging, and capacity for cross-cultural
from? How can entrepreneurs develofBoviet Union and Bulgaria. distribution, sales, production, design, sourcing, collaboration.
capabilities necessary for successful and retail selling. Knowledge about customer and
international new venture creation? consumer behavior and building a distribution
network are important.
Knight et It argues that little is known about 32 cases were followed by a  Age of firm, degree and The study is limited to the firm’s main export ~ Customer focus influences product quality,
al. (2004) new and small firms selling in survey where data were phase of market. Marketing through export. No other marketing competence, and product
international markets, and it collected from 292 firms in internationalization of the activities are discussed. differentiation. The importance of these
addresses this gap. USA (186) and Denmark (106). firm are not discussed. factors’ impact on performance is mixed
LISREL was used. between the countries.
Knight & To explore the role of innovative ~ Two-phase design: first, Age of Bl is used as Firms were exporting to 20 countries on averageThe hypotheses are completely or partially
Cavusgil culture and organizational interviews with 33 control variable, but gave but order, type, and number of markets are not supported: performance in international
(2004) capabilities in the early adoption of representatives of 24 firms; no significant difference.  analyzed. Export and sales are the only businessnarkets is influenced by business strategies,
internationalization and subsequentthen a sample of 203 Bls activities discussed, but not analyzed. which, in turn, are positively affected by
international performance in Bls.  exporting at least 25% of total entrepreneurial and marketing orientation.
production were analyzed with
LISRELS.
Kuivalainen To fill the gap by studying A sample of 185 Bls from Time is theoretically It discusses type and number of markets, which i&ue Bls (high degree of born globalness)
et al. (2007) differences among Bls regarding Finland that have more than 50 discussed, but not a component of the concept “degree of born are found to compete more aggressively in
their entrepreneurial orientation employees and are exporting. empirically studied. globalness.” Export performance is the dependetiteir export markets and to have better
and export performance. Hypotheses were analyzed variable. It hypothesizes that it is influenced by export performance.
using hierarchical regression scale, scope, and time. Scale is measured as
model. export turnover.
Laanti etal. The research problem centers on Four Finnish wireless- Observes that Analyzes which markets the firms entered and it observes that founders had international
(2007) how the globalization strategies of technology Bls are the sample. internationalization starts  which order. Finds that it deviates from experience, that the firms had technological

born globals differ from those of ~ Primary data in terms of in- early, but does not discuss
conventional firms and on depth interviews were other phases or periods of
determining the unique capabilities conducted at the case firms (no the internationalization.
and resources that enable these  information on number of

deviations. interviews).

traditional theories. Key European markets as innovations and operated in niche markets,
well as more distant markets in Asia are enteredand that their networks, first domestic and
early. Under the concept of operation strategy it then global, were important. Moreover, the
analyzes both activities, like sales, R&D, firms often received government funding.
sourcing and production, and entry modes, and These factors influenced firm strategy.
they use a mix of inward, outward, and co-

operation modes directly after

internationalization starts.
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TABLE 1.

SUMMARY OF THE MOST CITED EMPIRICAL ARTICLES ABOUBORN INTERNATIONALS (CONTINUED

Authors Purpose Method Temporal approach International operations and expansion Key findings
Loane & To investigate the role of networks Online sources used to collect The study provides background The study provides background data on Managers use their own social or
Bell (2006) in the acquisition of knowledge anddata on 218 Bls from Australia, data on age of the firm and number of export markets but does not use  business networks to gain knowledge and
resources and to discuss the impacCanada, Ireland, and New speed of internationalization ~ them for analytical purposes. The study access to international markets. Even
of enhanced resource and Zealand. E-mail used to verify but does not use them for provides background data on export but does more common is that firms are forced to
knowledge stocks on the rapid and to add new data, resulting analytical purposes. not use them for analytical purposes. build their own networks rather than
internationalization of a cross- in 143 responses. Finally, using existing ones when they enter new
national sample of entrepreneurial interviews held at 53 Bls. A markets.
firms. thematic context analysis was
used.
Moen To analyze the differences betweenA sample of 405 Bls from Analyzes the importance of Hypothesizes that there is a gradual With a few exceptions the study
(2002) Bls and exporting firms not Denmark (335) and France firm age and start of export. development in the number of markets serveddemonstrates that there are differences
classified as Bls. (70). Analysis was performed through export. Number of countries is between Bls and other firms’ competitive
using a one-way analysis of measured. No other activities are mentioned. advantages, export strategy, global
variance and Bonferroni test. No discussion on entry modes. orientation and environmental situation.
Moen & To examine the key element of the A sample of 677 Bls from Divides the sample into three  Measuring export markets’ attractiveness, but Finds little support for the Uppsala
Servais stage model: the existence of Denmark (272), France (70),  groups depending on how long not the number of markets or the order of school of gradual development of
(2002) gradual development. and Norway (335). Data were they have been exporting. entry. Focuses on export and marketing, but internationalization, but neither does the
analyzed with SPSS 9.0. also measures the global orientation. Bl school receive much support.
Presuttiet  To verify if knowledge acquired Study based on a sample of 107Relationship length and age of Knowledge acquired in the relationship with  Knowledge acquisition from a key
al. (2007) from business relationships is firms located in Tiburtina the firm are used as control the major foreign customer abroad is foreign customer positively impacts
useful in reinforcing the Valley, close to Rome. Data  variables, both of which were  hypothesized to lead to a high number of economic and task performance.
development in foreign markets ~ were analyzed with LISREL.  positively related with foreign markets. Foreign sales (export) is in  Structural social capital has a positive
and to emphasize the role of social knowledge acquisition. focus, but number of R&D partnerships is a  effect on knowledge acquisition.
capital in reinforcing knowledge dependent variable, caused by knowledge  Relational social capital and cognitive
acquisition useful to foreign acquired in the relationship with the major social capital negatively affect knowledge
growth. foreign customer. acquisition.
Riddle & To examine how newly established Data collected through a surveyA division of new and older Presents data on seven regional destinations éfmong the informal information sources,
Gillespie firms in the Turkish clothing export at 250 Turkish clothing- ventures and their demographicfirm export, but does not analyze them. Focusbusiness contacts are absolutely the most
(2003) industry use networks to acquire  exporting new and older profile and informal network is on export and the sources, mainly important. There were some small
information to help them export ventures. In-depth interviews  information sources. information acquisition, which promotes differences between new and older
successfully. with governmental officials and export. ventures.
industry leaders.
Spence & To analyze the critical factors that Sample of 24 high-technology Data on firm inception and start Data on first and subsequent markets, but Internationalization is triggered and
Crick affect decision making at each Bls from Canada (12) and UK  of internationalization, but no  not analyzed. Activities are not analyzed bumaintained by existing contacts, utilization
(2006) major phase of the (12). One interview at each firm analysis of the temporal aspectsthere are data on both entry modes and  of resources and reaction to environmental
internationalization and to and data from secondary of internationalization. various business activities. events. The differences between Canada
determine entrepreneurs’ sources. Within-case and cross- and UK were small. UK firms were less
management teams’ view of the case analyses. cautious about entering market, while
importance of these factors. Canadian firms tended to operate in North
America.
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TABLE 1.

SUMMARY OF THE MOST CITED EMPIRICAL ARTICLES ABOUBORN INTERNATIONALS (CONTINUED

Authors Purpose Method Temporal approach Internatinal operations and expansion Key findings
Sullivan Mort  Based on the problem “What is In-depth interviews with key Data about age of firm and year Some country markets and their It advances a structural model where
& the role of networking decision makers in six of started export of each firm  characteristics are mentioned, but number, networking capability is proposed as
Weerawardena capability in the Australian firms from both high- are not used for analytical order and type of market are not analyzed. mediating variable influencing knowledge-
(2006) internationalization process of tech and low-tech industries. purposes. The focus of the study is on networks, and intensive products and rapid
the exemplar small Other sources were also used. without being the explicit purpose, export internationalization, while firm behavioral
entrepreneurial firm - the born through relationships with customers abroadharacteristics are viewed as an antecedent.
global?” it aims to answer five is the only activity mentioned.
research questions.
Tolstoy & To investigate the association Six Bls were selected. Three of No temporal aspect is discussedDiscusses the number of countries entered Bls offering new products in existing

Agndal (2010)

Tuppura et al.
(2008)

Zhou (2007)

Zhou et al.
(2007)

between network resource

combinations and the offerings in new markets while

exploitation of international three introduced new offerings

ventures undertaken by smaller in new markets. 18 interviews

biotech firms. with 13 informants in the six
Bls.

them introduced existing or analyzed.

To analyze the effect of the The final sample consists of 299 First-mover orientation is
firm's resource base, market-  Finnish firms with at least 50 measured as the likelihood of
timing orientation, and employees. Data were collected being an early market entrant
international growth orientation by means of a structured (exact measurement not
on the internationalization path, questionnaire and analyzed revealed).
choice of operation modes, and using linear and multinomial
the choice between logistic regression models.
geographical concentration and
diversification.

To test three hypotheses basedA sample of 775 new and
on the idea that Bls are driven privately owned exporting Bls  internationalization is

by opportunity-seeking rather  from six provinces in China. hypothesized to be positively
than accumulating experience Hypotheses tested with multiple influenced by entrepreneurial
by solving knowledge regression equations. proclivity and to influence
problems, which makes growth of international sales.
entrepreneurial proclivity an
independent variable.
To test a structural model of
two hypotheses where social
networks are viewed as a
mediating variable between
internationalization and
performance.

Pace/speed/rapidity of

Sample of 129 Chinese Bls Phase or start of

answered a questionnaire. Data internationalization are not

were analyzed with AMOS. discussed. Age of firm is used
as control variable but has no
significant influence.

and hypothesizes that it is influenced by

first-mover orientation and international resources and are more dependent on their

growth orientation. Operation mode is ability to coordinate network relationships,

measured as exporting, co-operation (non- while Bls entering new markets with

equity partnerships and alliances) and existing products are less dependent on

foreign direct investment, which are resources from network relationships.

hypothesized to be influenced by first-

mover orientation and international growth

orientation.

Each case analyzes one specific market. InSix of twelve hypotheses are supported.

three of them the case firm is already First-mover orientation was influenced by

established, while in other three the firm  resource-base versatility and accumulated

enters a new country market. Builds on expertise and influenced internationalization

Ansoff's product/market matrix and thereby path. Accumulated expertise is positively

focuses on export and marketing. related to international growth orientation,
which influences number of countries
entered

markets mobilize a broader scope of

Background data on number of markets areEntrepreneurial proclivity positively

not analyzed. Order of market not influences foreign market knowledge,

discussed. Focus on export and on generalwhich in turn leads to high speed of

business activities. internationalization. The interaction of
entrepreneurial proclivity and cultural
diversity is positively related to foreign
market knowledge.

Number, types, and order of markets
entered are not discussed or analyzed.
Performance is measured in terms of
profitability, sales and export and they are
influenced by the firm’s social network.

It finds support for the mediating role of
social networks for outward
internationalization (both export and
profitability, but not sales) and inward
internationalization (only export).
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TABLE 2
TWO CONTENT CLASSIFICATIONS OF THE MOST CITED EMPIRICAARTICLES ABOUT BORN

INTERNATIONALS

(a) Time-related issues

Empirical data reported

No Yes
1] v
Yes
Theoretically (4 articles) (9 articles)
discussed I Il
No
(4 articles) (7 articles)
(b) International operations and expansion
Only export Several modes
1] v
Yes
(3 articles) (6 articles)
Markets entered
| Il
No
(12 articles) (3 articles)
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TABLE 3

A COMPARISON OF THE BORN INTERNATIONAL AND THE INCREMENTA SCHOOL LITERATURE

Born International theory

Incremental theory

Resource growth

International
business experience

International
commitment

Level of inter-
nationalization

Performance in
international
markets

* Accumulation of resources does not follow « Resources are accumulated in an

an even and gradual process

* Top management and key people tend to

already have experience before the Bl's
internationalization

» The Bl uses various entry modes from its

birth

» The specific high speed of
internationalization forces the Bl to learn
when exposed to new environments

« “High speed” and “leapfrogging” describe

the Bl's increased international
commitment

« Division of labor, where different functions

and activities can be globally spread and
located far from main markets

« Dependence on international markets is
already high from the very beginning

« A big part of the turnover comes from
early international operations

« The organization of the Bl is soon
integrated into international markets

» By being active in various international
markets the Bl can transfer innovations,
resources, and competencies among its
units

e The BI's units in different markets are
integrated and the BI can thereby spread
overhead costs over more markets

incremental process by conducting daily
business

The firm does not have any prior
experience, but through salespeople and,
later on, employees operating in the foreign
markets, it gradually gains experience

The firm uses diverse entry modes in a
specific order

The firm gains experience by performing
various activities in the foreign markets,
which tends to reduce the perceived
uncertainty

A gradual process characterized by
incremental commitment steps

The firm’s internationalization in various
markets goes from no ownership to
ownership and from sales to production

Dependence on international markets
increases gradually as the firm commits
more resources to these markets
Turnover from international operations
tends to grow slowly and makes up the
foundation for further international
expansion

The organization of the firm is adapted to
each market in which it has operations

Experiential knowledge gained in each
market is the main source of the firm’s
performance. It is gained in each specific
market with limited transferability

The firm’s operations in each foreign
market are run independently from its other
units in other markets
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TABLE 4

VARIABLES AND MEASURES

Hypotheses / Variables

Measurement

Hi1 Resources
Total assets
Total sales (avg. last three years)

Number of employees

amount (million euros / €)
amount (million euros / €)

number of employees

H2 Experience

Years operatirg

Years since the first export order

Years regularly exportirig

Diversity of entry modes (used in international igpiens)

Countries entered (geographic scope of firm's ireBamal operations)

number of years
number of years
number of years
number of entry modes

number of countries

Hs International commitment
Staff in international activities (>half of workday
Foreign languages (firm'’s foreign language skills)

Entry modes commitment

number of employees
number of languages

investment (yes/no)

Ha4 Level of internationalization
International to total sales (avg. last three years

Stage of international development

percent international/total

1-5 clusters

Hs International performance
Success of international activities (avg. lastehyears)
International sales (avg. last three years)

International profitability (avg. last three years)

scale 1(low)-10(high)
amount (million euros / €)

scale 1(low)-4(high)

Concentration inSLmarket (sales in main foreign market vs. totatiinational sales)percent

Concentration in 2 markets (sales in main two faremarkets vs. total int'l sales) percent
Concentration in 3 markets (sales in main threadarmarkets vs. total int'l sales)  percent
Concentration in 4 markets (sales in main four fprenarkets vs. total int’l sales) percent

International sales growth (avg. last three years) percent

aThis variable is used for the descriptive statssbut it is not empirically tested since it woblel tautological (“time” is

used to create the groups).
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TABLE 5

YOUNG, MATURE, AND OLD BORN INTERNATIONALS (Bls). DESCRIPVE STATISTICS

Standard

Indicator Group N  Mean deviati Min Max
eviation
Young Bls 13 2.07 1.61 .22 5.07
Total assets Mature Bls 21 8.38 10.98 .28 45.01
Old Bls 11 13.03 16.42 .97 59.62
Young Bls 13 2.09 1.74 .19 6.06
Total sales Mature Bls 21 8.43 9.95 51 30.35
Old Bls 11 9.67 8.21 .84 31.03
Young Bls 13 20.15 12.20 10.00 50.00
Number of employees Mature Bls 21 40.71 42.53 10.00 180.00
Old Bls 11 78.91 60.26 15.00 180.00
Young Bls 13 4.69 1.75 1.00 7.00
Years operating Mature Bls 21 11.52 3.57 8.00 19.00
Old Bls 11 29.54 7.02 21.00 43.00
Young Bls 13 361 1.76 1.00 7.00
Years since the first export order Mature Bls 21 10.81 3.68 6.00 19.00
Old Bls 11 29.09 7.22 21.00 43.00
Young Bls 13 361 1.76 1.00 7.00
Years regularly exporting Mature Bls 21 10.81 3.68 6.00 19.00
Old Bls 11 29.09 7.22 21.00 43.00
Young Bls 13 1.46 .52 1.00 2.00
Diversity of entry modes Mature Bls 21 1.57 .75 1.00 3.00
Old Bls 11 2.36 1.29 1.00 5.00
Young Bls 13 5.38 3.57 1 10
Countries entered Mature Bls 21 8.76 5.97 2 20
Old Bls 11 17.55 15.53 2 40
Young Bls 13 .69 .63 .00 2.00
Staff in int’l activities Mature Bls 21 1.57 1.43 .00 5.00
Old Bls 11 2.73 2.49 .00 8.00
Young Bls 13 1.77 1.01 1.00 4.00
Foreign languages Mature Bls 21 1.81 .98 .00 3.00
Old Bls 11 2.45 .82 1.00 4.00
Young Bls 13 32.61 22.95 2.11 75.38
Int'l to total sales Mature Bls 21 36.94 23.53 5.12 98.96
Old Bls 11 64.67 32.53 15.71 95.41
Young Bls 13 1.77 .83 1.00 3.00
Stage of int'l development Mature Bls 21 2.43 1.25 1.00 5.00
Old Bls 11 4.36 .81 3.00 5.00
Young Bls 13 5.58 2.25 1.00 9.00
Success of international activities Mature Bls 21 6.62 1.66 2.00 10.00
Old Bls 11 6.91 1.64 3.00 9.00
Young Bls 13 .59 .61 .00 2.20
International sales Mature Bls 21 2.94 4.16 .09 16.80
Old Bls 11 5.79 3.95 14 11.53
Young Bls 13 261 .74 1.00 4.00
International profitability Mature Bls 21 3.08 .67 1.67 4.00
Old Bls 11 3.30 46 3.00 4.00
Young Bls 13 59.42 27.50 25.73 100.00
Concentration in st market Mature Bls 21 47.43 20.42 12.00 90.00
Old Bls 11 41.04 22.53 5.50 80.00
Young Bls 13 77.36 18.28 51.46 100.00
Concentration in 2 markets Mature Bls 21 68.85 20.50 24.00 100.00
Old Bls 11 61.32 30.74 8.80 100.00
Young Bls 13 88.85 10.20 70.67 100.00
Concentration in 3 markets Mature Bls 21 78.72 19.79 34.00 100.00
Old Bls 11 69.83 28.96 11.00 100.00
Young Bls 13 95.94 4.46 90.00 100.00
Concentration in 4 markets Mature Bls 21 84.46 19.04 40.00 100.00
Old Bls 11 75.32 28.62 12.10 100.00
Young Bls 13 96.06 127.39 -18.33 363.17
International sales growth Mature Bls 21 27.85 61.42 -35.35 259.01
Old Bls 11 7.36 25.34 -41.38 52.84
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TABLE 6

GROUP STATISTICS FOR THE TWO CLUSTERS OF YOUNG AND OLD BN INTERNATIONALS (Bls)

Standard
Indicator Cluster N Mean o Min Max
deviation
Young Bls 33 6.04 9.28 .22 45.01
Total assets
Old Bls 12 12.22 15.90 .97 59.62
Young Bls 33 6.10 8.53 .19 30.35
Total sales
Old Bls 12 9.10 8.07 .84 31.03
Young Bls 33 33.39 35.81 10.00 180.00
Number of employees
Old Bls 12 73.58 60.34 15.00 180.00
) Young Bls 33 861 4.19 1 17
Years operating
Old Bls 12 28.67 7.35 19 43
) ) Young Bls 33 7.73 4.33 1.00 17.00
Years since the first export order
Old Bls 12 28.25 7.47 19.00 43.00
) Young Bls 33 7.73 4.33 1.00 17.00
Years regularly exporting
Old Bls 12 28.25 7.47 19.00 43.00
) ) Young Bls 33 151 .67 1.00 3.00
Diversity of entry modes
Old Bls 12 233 1.23 1.00 5.00
) Young Bls 33 7.39 5.45 1 20
Countries entered
Old Bls 12 16.92 14.97 2 40
Young Bls 33 112 1.08 .00 4.00
Staff in int'l activities
Old Bls 12 292 2.47 .00 8.00
) Young Bls 33 1.76 .97 .00 4.00
Foreign languages
Old Bls 12 250 .80 1.00 4.00
Young Bls 33 35.86 23.17 2.11 98.96
Int’l to total sales
Old Bls 12 60.65 34.00 15.71 95.41
) Young Bls 33 218 1.16 1.00 5.00
Stage of int'l development
Old Bls 12 417 1.03 2.00 5.00
) ) o Young Bls 33 6.23 1.97 1.00 10.00
Success of international activities
Old Bls 12 6.83 1.59 3.00 9.00
Young Bls 33 2.09 3.50 .00 16.80
International sales
Old Bls 12 535 4.07 .14 11.53
] o Young Bls 33 292 73 1.00 4.00
International profitability
Old Bls 12 3.22 .52 2.33 4.00
o Young Bls 33 52.38 23.99 12.00 100.00
Concentration in tmarket
Old Bls 12 40.95 21.48 5.50 80.00
o Young Bls 33 7232 20.11 24.00 100.00
Concentration in 2 markets
Old Bls 12 61.63 29.33 8.80 100.00
o Young Bls 33 82.67 17.59 34.00 100.00
Concentration in 3 markets
Old Bls 12 70.68 27.76 11.00 100.00
Young Bls 33 8891 16.34 40.00 100.00
Concentration in 4 markets
Old Bls 12 76.29 27.50 12.10 100.00
Young Bls 33 47.71 90.87 -35.35 363.17
Int'l sales growth
Old Bls 12 28.33 76.55 -41.38 259.01
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TABLE 7

YOUNG AND OLD BORN INTERNATIONALS. T-TEST OF DIFFERENCBF MEANS

Levene’s test for equality

T-test for equality of means

indicator of variances qu.JaI
. Sig. variances . of Sig. |
(2-tailed)
Total assets 1.589 .214 Assumed -1.615 43 4 11
Total sales .092 .763 Assumed -1.059 43 .296
Number of employees 7.135 .011 Not assumed -2.172 13.919 .048**
Diversity of entry modes 5.433 .025 Not assumed  182. 13.423 .047**
Countries entered 25.668 .000 Not assumed -2.152 12.076 .052*
Staff in int'l activities 19.091 .000 Not assumed  2.438 12.575 .030**
Foreign languages .770 .385 Assumed -2.372 43 .022**
Int’l on total sales 5.287 .026 Not assumed -2.337 14.883 .034**
Stage of int'l development 757 .389 Assumed -5.226 43 .000***
Success of int'l activities .363 .550 Assumed -.956 43 .345
International sales 1.423 .239 Assumed -2.643 43 .011**
International profitability .831 .367 Assumed -1731 43 195
Concentration intmarket 407 527 Assumed 1.450 43 .154
Concentration in 2 markets 2.507 121 Assumed 1.389 43 172
Concentration in 3 markets 3.905 .055 Assumed 1.720 43 .093*
Concentration in 4 markets 5.198 .028 Not assumed 4961. 13.929 157
International sales growth 371 .546 Assumed .658 43 .514

*  Significant at 90% confidence.
**  Significant at 95% confidence.
*** Significant at 99% confidence.
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