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Introduction
1.1 Background

The purpose of studying the pace of internationtibs are that there may be a performance
advantage in rapid internationalisation, the eafii@at a firm internationalise, the faster it

seems to grow, it is therefore important to explaimy some internationalise faster than

others (Oviatt & McDougall, 2005).

The purpose of this study is thus to describe tloegss of internationalization of small and
medium-sized enterprises (SMEs) and to exploredghsons for the differences in the pace of
internationalization of firms, why are some firmeri global? Furthermore, the study of
several cases are intended to allow for better nstaleding or improved ability to theorize
about the concept of internationalization of SMEspirical evidence, from many countries,
supports the notion that firms often internatiomalby benefiting from what they learn by
experience, i.e. their market knowledge increasesluglly and uncertainty and risk is
reduced over time for each new country. Howeved,988 Johanson & Mattson pointed out
that some firms follow other internationalizatioat{grns. They argued that the degree of
internationalization of markets (e.g. the frequenoyensity and integration of relationships
across borders in the particular industry marke3 hn impact on the internationalization
process of the individual firm. In highly internatialized markets, firms mdgapfrogsome

of the stages in the learning process. More regemiany authors (e.g. Oviatt & McDougall,
1994; Knight & Cavusgil, 1996; Madsen, Rasmussefetvais, 2000), have found empirical
evidence of yet another type. Some exportersbara global. These are firms that aim at
international markets or even the global markeinfrimeir inception. They do not seem to
follow any kind of staged learning process leadmgternationalization, i.e. their behaviour
is beyondeapfrogging

The objective of this paper is to explain the vagypaces of internationalisation of firms. The
research question is: which factors influence theepfor SMEs to increase their resource
commitment to a foreign market and which factorBuence the pace for entering new

country markets?

No model of the forces influencing the speed oennationalisation exists (Wright & Ricks,
1994). A born global firm is one that is interna@b and entrepreneurial in its business

dealings. The first born global study was condudigdRennie (1993) who identified a “new



breed” of Australian firms which were “born globalAccording to this study born globals
tended to be small (e.g. average sales $16 milkod) relatively young (e.g. average age of
14 years), they had begun exporting on average, ywars after their establishment and
generated three quarters of their total sales feaports. The companies were found in all
industries, but they all applied new technolog@sléveloping unique products or a new way
of doing business and, according to Junkkari (2086)a result were strikingly competitive
against established large players.

Born global firms or international new ventures V¥ are firms that are international and
entrepreneurial in their business dealings. O&dcDougall (1994) found that many of the
firms they studied were not truly global and thuscided to call these new fast
internationalising SMEs for INVs instead of BG dplgal start-ups. It is a problem with
different definitions for comparing research resuthis was also pointed out by Gabrielsson
& Kirpilani (2004).

This new type of firm has thus many names: (O\@aticDougall b), 2005:2-8)

International New Ventures (Oviatt & McDougall, )9

Global start-ups (McDougall & Oviatt, 1991, Ovi&ttMcDougall, 1995; Jones & Wadhwani,
2006)

Born Globals (Rennie, 1993; Knight & Cavusgil, 199604; Madsen, Rasmussen & Servais,
2000;Madsen & Servais, 1997)

Born International (Oviatt, McDougall, Simon & SHex, 1994; Majkgard & Sharma, 1999)
5. Meta-national upstarts (Doz et al 2001)

6. Micro-multinationals (Grimes, 2004)

7. Instant Internationals (Dana, 2001)

8. High-technology start-ups (Alahuhta, 1990; Jeliyal, 1991)

Fast internationalising SMEs are defined as busineganisations that from inception (seek)
to derive significant competitive advantage frora tise of resources and the sale of outputs
in multiple countries (Oviatt & McDougall, 2005:588he importance of the field has been
signalled by the appearance of special issues@madt on international entrepreneurship in

various journals.



A dynamic theory of the process of firm internatibsation relevant to the economic
conditions of the 1990s is lacking (Dunning, 1983viatt & McDougall, 1999:1). Thus, our

ability to explain accelerated internationalisatia® limited, especially for emerging

businesses. Internationalisation is defined asoagss, over time, in which a firm develops
increasing involvement in operations outside th@'s home country (Welch & Luostarinen,

1988:2). The most widely recognised theory concgrithe dynamics of internationalisation
and one that has been relevant for young and dimalt in the past, is the Uppsala model
(Johanson & Vahlne, 1977/90) (Oviatt & McDougaB99).

The Uppsala model reads very much as a theory o$teonts. It drew heavily on the

behavioural theory of the firm (Cyert & March, 196¢hd on the theory of the growth of the
firm (Penrose, 1959). The model is believed to hessimed away individual strategic choice
(Autio, 2005:12). The key contribution by OviattMcDougall (1994) is seen as their direct
challenge to the risk-averse, constrained posteseribed by the Uppsala model. It is claimed
that international new ventures are possible, mxantrepreneurs are able and willing to
make strategic choices, as well as to accept thiks rassociated with an aggressive

international expansion (Autio, 2005).

Competitive advantage has in recent years shiftesly drom firms with large size and long
experience toward firms with unique knowledge awdftsresponse capabilities (Oviatt &
McDougall, 1995). Technological and competitivectes have made slowly staged efforts
risky for an increasing number of firms (e.g. iolghl industries).

1.2 Entrepreneurship

Academic thought on entrepreneurship can be trbaek to the early economic literature that
defined the entrepreneur as an arbitrageur (Camf{ill931). An entrepreneur was later
described as coordinators in production and digtion, as well as modern leaders and
managers (Say, 1971), innovators and creative wdsts (Schumpeter, 1934), alert
discoverers of profit opportunities (Kirzner, 1973). According to the Kirznerian
perspective the entrepreneur engages in arbitsggge(lating) and according to Schumpeter
in innovation (Styles & Seymour, 2006). Despite thek of a single agreed definition,
opportunity, human action, learning, and creativitlyd innovation, emerged as central
constructs (of entrepreneurship) (Styles & Seyma006).



Entrepreneurship is seen as a rich and complexgpemon; “we should not expect, or even
desire, that it be pinned down by a single, uniadedefinition” (Wickham, 2006:5). Kilby

(1971) noted that the entrepreneur had a lot innmomwith the “Heffalump”, a character in

A.A. Milne’s Winnie-the-Pooh, described as: “a etharge and important animal. He has
been hunted by many individuals using various firggpplevices, but no one so far has
succeeded in capturing him. All who claim to hawaght sight of him report that he is
enormous, but disagree on his particulars”. Thennfi@cus in this study with regard to the
meaning of the word entrepreneurship is the foundina new business (Gartner, 1985). Still,
many well-known entrepreneurs have revitalized»astieg organisation rather than building
a new one from scratch. However, entrepreneuriahweur in large, established companies,
often referred to as “corporate entrepreneurshg’not included here. Entrepreneurial
behaviour may occur at the individual, group, agamizational levels (McDougall & Oviatt,

2000), the focus here being on the individual level

It is clear that entrepreneurship and internatisatibn are complementary fields with
complementary theoretical interests and empiriealetbpments (Jones & Coviello, 2005).
Entrepreneurship need not be defined by the enger@n entrepreneur may license and idea
or a concept to another firm (Shane, 2003). Magotticbutions to entrepreneurship literature
are Schumpeter (1934), who viewed entrepreneueshigreating market disequilibrium from
its original equilibrium position by generating owations as disruptive. He classified
innovations into 5 types; introduction of new proguintroduction of new method of
production, opening of new markets, introductiomefv materials or sources of supply and
developing new organisation structures. Then ther€irzner (1979) who emphasises the
significance of the role of learning in driving tmearket process. A wider definition is
Timmons’ (1994:7) “entrepreneurship is the proaassreating or seizing an opportunity and

pursuing it regardless of the resources curremhtrolled”.

“Only truly internationally entrepreneurial firmseathose that are “born global™ (Fletcher,
2004:289). Kuemmerle (2002) also stated that; ‘@ewgrg number of entrepreneurs start
ventures by simultaneously establishing operationseveral countries in order to increase
the likelyhood of venture success” (p.99). Accogdito McDougall & Ovitatt (2000)
international business researchers are broadenéngttaditional focus on large multinational
companies to also include entrepreneurial firmghair research agendas. This is due to the

accelerated internationalization that is being oles in even the smallest and newest



organizations; “The use of efficient worldwide commcations technology and
transportation, the decrease in governments’ ptiotast policies, and the resulting decrease
in the number of geographically protected markethes has made it possible, if not
necessary, for many of today’s entrepreneurial ditm view their operating domains as
international” (McDougall & Oviatt, 2000:902).

Traditionally, approaches to research on entrepmshé neglect the relational nature of the
process. Instead they treat entrepreneurs eithextaamized decisionmakers, operating as
autonomous entities, or as prisoners of their calltuenvironment, predisposed to
entrepreneurship. The embedded nature of sociavii@lr refers to the way in which action
is constrained or facilitated because of its samaitext. Entrepreneurship can be described as
“...embedded in a social context, channelled anditaigd or constrained and inhibited by
people’s positions in social networks,” (Aldrich Zimmer, 1986:262). The same state that
entrepreneurs must establish connections to reseuned niches in an opportunity structure,
and it is also believed they at some point arectgfikby relations with socializing agents who
motivated them. Stevenson (1984) noted that erd@nears are driven by opportunity-seeking
behaviour, not by a simple desire to “invest” rases. By contrast, managers are believed to
be driven by a concern to invest the resources thayage, treating resources as an end in
themselves, rather than as a means to an end thentr&preneurs do.

1.3 International Business

Internationalization can be described as the psookadapting exchange transaction modality
to international markets (Calof & Beamish, 1995h0R (1987) defined entry mode as an
institutional arrangement for organizing and coriohgcinternational business transactions,
such as contractual transfer, joint ventures anallydowned operations. The existing
literature does not seem to have reached to armgrg on which conceptual framework and

constructs should be used to explain a firm’s fprenarket entry.

Traditionally international business researchersu$ed on large multinational enterprises
(MNESs) (Gabrielson et al, 2006) and following fraihis, much of the focus has been on how
and when to carry out foreign direct investment®I§y. Entrepreneurship researchers
focused primarily on venture creation and the mansnt of SMEs within a domestic

context. In recent years however, the demarcategregating international business and
entrepreneurship has begun to erode (Gabrielsah 2006). The literature has reached the

point of specifying that “international entreprershup is a combination of innovative,



proactive, and risk-seeking behaviour that crossssonal boundaries and is intended to

create value in organizations”, (McDougall & Ovj&000:903).

Styles & Seymour claim there are 3 main theorest@ams of international research (2006):
1. Economic (brought together by Dunning’s paradigm

Dunning’s eclectic paradigm (1979, 1980, 1987, }98&leavours to predict foreign direct
investments (FDIs) by firms. Despite the significarof theories such as the International
Product Life Cycle theory (Vernon, 1966; OnkvisitShaw, 1983; Toyne & Walters, 1993),
the Markets Imperfection Theory (Hymer, 1976), ®igec Behavior Theory (Knickerbocker,
1973; Graham, 1978; Casson, 1987), the ResourcedBHseory (Penrose, 1959; Cantwell,
1995; Prahalad & Hamel, 1990; Madhok, 1997; andekseh, 1997) and the transaction cost
(TC) theory (Williamson, 1981; 1985), Dunning (1995tates that they were singly
incomplete and could not adequately explain either choice of FDI over exporting and
licensing or the choice of where to locate the F&d.an alternative Dunning (1980;1988)
proposed an eclectic theory of international praéidnc The eclectic paradigm is, according to
Benito (1995), by far the most popular general them internationalization. Benito (1995)
believes Dunning’s paradigm is more of a multi-ldvemework than a theory. He states that
the eclectic paradigm is a synthesis of the pets@sc of market power (e.g. industrial
organization), internalization (e.g. transactiorsttocand location (e.g. international trade
theory). Dunning (1980;1988) suggests that theotatg factors will influence a firm’'s
choice of entry mode; ownership advantages (e $pecific assets and skills), locational
advantages (e.qg. reflect attractiveness of spemiimtry; market potential & investment risk),
and internalization advantages (e.g. costs of echgas hierarchical mode of operation over

an external mode; transaction costs).

2. Uppsala School (Johanson & Vahlne, 1977, 90)

The main purpose of Johanson & Vahlne’'s (1977, 1986del was to explain why the
internationalisation process tended to unfold innenemental and gradual fashion in Swedish
firms in the mid-70s. To explain the observed emeental pattern they developed the stage-

change model of internationalisation.

Lindgvist (1991) describes internationalisation the process of learning about foreign
activities. Researchers began to systematicallyn@e the internationalization process of

firms at the end of the 1960s. These studies fatosattitudesandbehaviorof firms in the



process of going international (Li & Cavusgil, 199%mpirical studies in this area
concentrated on testing whether internationaliratias an incremental and gradual process.
The results are non-conclusive. Karafakioglu (1986)nd that the majority of the firms he
studied experienced a sequential and gradual pp&taging as uncommitted exporters and
increasing their commitment as firms’ size and ekpmlume grew. On the other hand,
Diamantopolous’ (1988) and Millington & Bayliss’ §20) failed to support the incremental
view of the process of internationalization. Howe\edl researchers agreed that there were
different stages in the internationalization praceBhese conflicting findings may suggest
two different processes at work, sequential andloan In the former, firms go through

different stages in sequential order. In the laftens leapfrog certain stages.

Stage theory of internationalization contends thafirm’s international operations will
gradually increase as it gains knowledge and eapeei in the international arena. The main
point is thus, the more international experiendgma has the more able it will be to expand
internationally. An underlying assumption of allefe models is that firms are well
established in the domestic market before ventuabgad (Bell, McNaughton & Young,
2001). Johanson & Vahine’s internationalization elpdhe Uppsala Internationalization
Model (U-model), rests on the resource-based theory (Asete 1997). The basic assumption
of Johanson & Vahine’s model (1977/90) is that @ening activities creates internal assets
such as skills and (experiential) knowledge. Jobang& Vahlne’s classification of market
knowledge is based on Penrose’s definition (1999:%3ne type, objective knowledge, can
be taught, the other, experience or experientiawkedge, can only be learnt through
personal experience....”. The establishment chainArdersen (1997) calls Johanson &
Vahine’s approach, has some points of resemblaiitetie eclectic framework, concerning
the emphasis on firms’ knowledge. The main diffeeebetween the perspectives, is that the
establishment chain describes the entry mode decas a time-dependent process, i.e. the
explanation of a particular state (e.g. entry maddjased on some prior state or a sequence
of some prior states. In contrast, the eclectim&aork attempts to predict a firm’s entry
mode based on curremtilues of a set of independent and moderating faclithe process
theories assume that the firm will gradually inee#s commitment from sporadic export to
direct investment. On the question on which matkeselect, the process theories suggest
firms would enter new markets according to theiychsc distance. Psychic distance being
defined as factors preventing or disturbing thevflaf information between the firm and the

market, including factors such as differences igleage, culture, political systems, level of



education, or level of industrial development (Jdmn & Vahine, 1977). A learning
experience in one culturally distant country praekia knowledge base for further expansion
within the same cultural sphere. Thus, firms arbebed to start internationalization by
entering those markets they can most easily urataitsiThere they will see opportunities, and
there the perceived market uncertainty is low. &hguments for the gradual pattern are
discussed in length in the article of Johanson &lWea (1977). Andersen (1993) states that
the other authors explicitly or implicitly build alohanson & Vahine’s contribution.

The critique of the transaction cost theory (TCigl éhe IPT is quite similar in that they both
focus on the firms’ internal development and dota&e into consideration the importance of
external assets, e.g. important relationships. Tdreyboth seen as losing their explanatory
power as the firm and the environment gets morermationalized. In sum, both the
transaction cost approach and the internationaizgirocess model leave out characteristics
of the firm and the market, which seem especiathportant in the case of “global
competition” and co-operation in industrial systesother weakness of the IP perspective,
is that it is not considering mode changes inv@wviecreasing foreign commitment. The IP
perspective’s focus on knowledge and learning peeaupposition for internationalization is

however, very important.

When it comes to the internationalization procésoty which describes internationalization
in terms of cognitive learning and competency dewelent which increases, through
experience, over time, this seems very valid indsgd regard to the BG phenomena, only
the process is moving a lot faster than assumethen IP-perspective. But again, the
internationalization is traditionally measured &inf level. The process of learning is still
believed to take time, but the focus in this stigdgn the individual level. This means that the
process of learning and building experience mayehaeen going on (and most probable
have) for quite some time at an individual levedfdse the BG firm has been established.
There are evidence that founder(s) of BGs in mangs() cases have extensive experience
from previous employment maybe from large multioadls, i.e. we still assume a gradual
development at thimdividual level. However, the process of learning and bogddexperience
may still be a bit faster than traditionally assdmeéue to today’s advanced information and
communication technology which give better accesaformation than earlier.

3. Network perspectives (Johanson & Mattson, 198@nbull & Valla, 1986)



“The sequential model....stresses only the earlyestayf internationalization....this model
should be supplemented with research on new patwrimternationalization of the 1980s
and 1990s...” (Melin, 1992:111). Pedersen & Pete(46A88) also suggest that the inclusion
of other internal and external factors provide arencomplete explanation of the pace by
which a firm commits resources to foreign markétsthe special case of born globals,
network theory may thus have some explanatory podwranson & Mattson (1988) pointed
out that internationalization processes of firmdl e much faster in internationalized
conditions. Both in the case oflae starterand aninternational among other§lohanson &
Mattson, 1988:298) even a purely domestic firm hasumber of indirect relations with
foreign networks. Hence, market investments indibwmestic market are assets, which can be
utilized when going abroad. In that case it is netessary to go from a nearby market to

more distant markets, and the step abroad cartlber farge in the beginning.

What has been regarded as one of the fundameimalgbes of organizational design is that
organizations react to uncertainty in their envneamt by removing transactions from the
market and placing them in more hierarchical castgkVilliamson, 1975; Ouchi, 1980).
More recent research has started to question thergi@y of this principle by showing that
when market uncertainty increases, individual comgmtend to interact more, rather than
less, with other organizations. For instance, E(R900) found that decision-makers in
practice respond to the inherent risks associaiddfareign market entry (FME) by placing
more not less, reliance on their social ties aseams of economizing on these higher search
costs. The main effect of market uncertainty issthoiot the absorption of the source of
uncertainty within corporate boundaries, but inseghreliance on external partners who are
known and trusted as reliable (Baker, 1992). Contta assumptions of the normative
literature, international markets are not anonymaus the process of internationalization can
be legitimately described in terms of establishialgtionships in foreign markets (Johanson
& Vahine, 1990).

1.4 International Entrepreneurship

Traditionally international business (IB) researshefocused on large multinational
enterprises (MNEs) and entrepreneurship researdbeused primarily on venture creation
and the management of small- and medium-sized mrges (SMEs) within the domestic
context. In recent years, the demarcation segregdB and entrepreneurship has begun to
erode (Gabrielsson et al, 2006). Wright and Rick®94) highlighted international

10



entrepreneurship (IE) as a newly emerging reseamaha and they define internationalisation
speed as:

- time between discovery of an opportunity and fioseign entry

- speed with which country scope is increased (stas&lection/spreading)

- speed of international commitment (mode/expoarsh

IE first appeared in a short article by Morrow (898who highlighted recent technological
advances and cultural awareness that appearecetoppviously untapped foreign markets
to new ventures (Oviatt & McDougall, 2005). The egsnce of international
entrepreneurship (IE) as a distinct field of reskais thus relatively recent, an important
milestone was Oviatt & McDougall's (1994) awardwima article that questioned whether
research in IB was sufficient to understand thermdtionalization process of entrepreneurial
firms. This article is seen as providing a theaadtibase for studying international new
venturesThey address the gap by examining how amg entrepreneurial processes of
opportunity discovery, evaluation and exploitati@ry across nations. Oviatt & McDougall
(1994) mounted a challenge to received internalimaitzon process theories and established a
new and exciting research theme, that of internatientrepreneurship. The greatest value of
their contribution lies within the creative tensidhat they generated in the field of
international business studies by mounting a diwllenge to the established Process
Theory of Internationalization, and by highlightittte increasing prevalence of international
new ventures. The contrast between emphasisinglével vs indidividual-level knowledge
naturally reflects the different empirical scopdstiee two perspectives. It has inspired the
creation of a new journal dedicated to internatiomatrepreneurship. They open a way

towards building a more comprehensive theory of fiswinternationalisation.

It is clear that entrepreneurship and internatisatibn are complementary fields with
complementary theoretical interests and empiriesletbpments (Jones & Coviello, 2005 in
Styles & Seymour, 2006). Coviello (2006) focusesnetworks’ impact on international new
venture: "..network theory and analysis are fundaadeto international entrepreneurship
research” (p.2). Hite & Hesterly (2001) argue timathe emergent stage of the firm, networks
will be cohesive and composed primarily of sociaimbedded ties. As the firm moves into
growth stage, the network changes to encompasdaadeaof embedded and arm’s-length
economic ties that are more intentionally manageexplore growth. The network will shift

from being “identity based” (path-dependent) to encalculative (intentionally managed)
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over time. There are conflicting findings whethesstare intentionally managed from the
start. Social ties are seen as important in inis@lges of the firm evolution, and less
influential over time. Once INVs start-up processcomplete, organisational needs are

believed to become more complex and necessitatsocial relationships (Coviello, 2006).

An important difference between theories of mulimaal enterprise and a theory of
international ventures seems to be the unit of ysmal Theories of international
entrepreneurship argue that some firms start owerriationally because of certain
entrepreneur-specific capabilities (vs. firm spegi(Bloodgood & Sapienza, 1995; Knight &
Cavusgil, 1996; McDougall & Oviatt, 1996). When tleetrepreneur creates the enterprise,
there are no routines in place, but the entrepreinasi a vision and a network of contacts that
he or she is going to build up further. Thus, thedg of international ventures has to be
concerned with individual learning by the entrepnamas well as with organizational learning
of the emerging entrepreneurial firm. From Fletth€2004) study of two case firms’
international development, it is possible to artjuegt the language of strategy and structure,
which is often prescribed by many models of intéomeal business to enable firms to survive
in competitive global markets (Levitt, 1983; Baitl& Ghoshal, 1989; Ohmae, 1989), is
somewhat limited for explaining small business rimd¢ionalization. Close consideration of
small business practice highlights the importantemaltifaceted frameworks of analysis
which go beyond the structural, strategic and biehaal and which take account of the often
chaotic, opportunistic and incremental process ufjino which entrepreneurs build
international relationships and transactions (Beigkl1991; Andersen, 1993; Calof &
Beamish, 1995; Bell & Young, 1996; Jones, 1999)méans that when evaluating the
international activity of small firms, there is &o®er relationship to entrepreneurship than
there is to international strategy and structura thas tended to dominate small business
research” (Fletcher, 2004:294). For born globainéirthe realization of entrepreneurial
activities cannot be separated from the internatidrusiness context and market in which
they are being created. International entreprehguis a tightly integrated process whereby
entrepreneurs envision and realize the emergenteeofbusiness as an international entity.
For these firms, internationalization is not aneasion of what has already occurred or “has
been” in the home market. For small firms that nmé¢ionalize some years after start-up, on
the other hand, the international arena is seeanasher “site” in which entrepreneurial
activities are tried out or practiced. Internatitmetion is seen as an extension of what has

already occurred in the domestic market and ingbisse is also local or regional. As a result
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of Fletcher's (2004) analysis, it is argued thatstaged or gradual internationalization,
international entrepreneurship is characterized thg extension and broadening of
entrepreneurial capabilities that have already loeseloped at home.

2. Determinants on the pace of foreign expansion
2.1 Conceptual framework

A conceptual framework is proposed where four nfiaators are posited as having an impact
upon the firm’s pace of internationalization. Thefsetors are; (1) the experience and
background of the firm’s founders or other key emgpks, (2) the same person’s network, (3)
the globality of the industry in which a firm doés business, and (4) different product

characteristics.

Personal
experience
Personal
network
Industry
globality
Product
characteristics

Figure 1: Conceptual Framework

Pace of
Internationalization

Boundaries between domestic and international nmrlkee becoming less relevant as
businesses increase their activities abroad. Aaglmlalustry is, in this thesis, conceptualized
as follows: “an industry in which a firm’s competg position in one country is significantly
affected by its position in other countries or vieersa” (Makhija, Kim & Williamson,
1997:680). In this regard, the global industry fist merely a collection of domestic
industries, but a series of linked domestic indestin which rivals compete against each
other on a truly worldwide basis” (Porter, 1986:18
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In order to find an explanation as to why some SMEHE follow a more step-by-step
approach, while others choose a faster and moatieapproach that leapfrogs over many
stages, Madsen, Rasmussen & Servais (2000) arguelttbalization may enable firms to
more freely choose their own model for becomingenmational. International sales both
become easiesnd more difficult, in the sense that internationalrkess have become more
accessible for most firms, but the level of competi and the demand for international
competence have increased. There is both a “pesitikessure, from the increased level of
globalization, in the form of an increase in theessibility to markets, and a “negative”
pressure from tougher competition, since it hasotmc a necessity for a host of new
companies to be present in many markets. Bothexetipressures work to increase the pace
of internationalization. The positive pressluees the company to new territory, while the
negative pressuréorces the company to find new markets. These pressurag work
differently depending upon the size of the homeketarAccording to Bloodgood, Sapienza &
Almeida (1996), new European firms are more liklyconsider internationalizing some of
their activities when their enterprise is initiateoimpared with new US firms. One reason is
the fact that a new US firm, operating in a 500ennddius around its base, may do so without
crossing borders, a European firm, with the sameraimg radius around its base, may have
to deal with five or six other countries. Luostamin& Gabrielsson (2001) state that global
firms from large countries globalize because of t®nand-based pull forces in global
markets, but global firms from small and open eooies globalize because they are pushed.
Small domestic markets and the fear of expectegrdutompetition, from global firms in
large countries, puts a lot of pressure on thesesfi pushing them to find new markets.
According to Hamel & Prahalad (1985), companies$ fadely nestle in their home beds will
increasingly experience a resource disadvantadeey Will be unable to marshal (the) forces
required for a defense of the home market” (p. 1@5)sely related to level of globalization
are the characteristics of the product a firm affét is assumed that the product strategy of
globalizing high technology SMEs is based from skert on an innovative, global product,
which has been developed in response to a detghibdl industry shift (Alahuhta, 1990). It
is also assumed that the product strategies ofhigh technology companies will be
constantly updated through the introduction of nensions of the original, physical product
and through additions to the product scope in trenfof new physical goods and related
value-added services. However, as pointed out laputita (1990), this will be done keeping
within the companies’ narrow business focus. Ingirea global competition, together with

increasing speed in the development of new teclgiedp has led to shorter product life
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cycles and higher innovation intensity. The shargrof the product life cycle creates a need
for large R&D costs. The shorter the PLC, the srdtte time in which returns on investment
in product development can be earned. Thus, esheciampanies with small domestic
markets need global volumes over which these aastde divided. Short PLCs also call for
higher innovativeness in order to launch new vassior products to compensate for the
decline of original ones. The characteristics ef pnoduct the firm is exporting are thus likely
to influence the firm’s pace of internationalizatio

To achieve the benefits of globalization, the mamnagof worldwide business need to
recognize when industry conditions provide the oppoty to use global strategy levers;
global market participation, global products andrises, global location of activities, global
marketing and global competitive moves (Yip, 1992:Fahra (1999) states that in such a
dynamic and competitive environment (e.g. as a alobconomy is), entrepreneurial
leadership will take central stage. It is assunhed the ability to recognize such opportunities
is increased with top management or key employleesign experience level. Ellis’ (2000)
findings supported the hypothesis that knowledge fakign market opportunities is
commonly acquired via existing interpersonal linkgher than collected systematically via
market research. The focus here is on persondlamrships of the founder(s) and other key
personnel to individuals or organizations that tls¢égte have been of importance for the
firm’s road to internationalization. The founder(s) socalled born globals and/or key
employees are assumed to have established sucbr{anp relationshipgeforestart-up of
the firm. Traditionally, afirm’s relations and the development tbie firm through certain
stages (e.g. both relationship- and internatioatibn stages) have been studied. It is assumed
that key employeegiersonaldevelopment and networking prior to the start-tithese small
fast internationalizing firms, influence the firmisad to internationalization in a positive
way.

2. 2 Methodological approach

Taking the explorative nature of the study, the plaxity of the outcome variable and the
need for processural data into consideration, goepative case study approach was chosen to

study the pace of internationalization of twelveeéirms.

The analysis is based on a combination of primad/secondary data sources. The collection
of primary data consists primarily of semi-struetiinterviews of the founder or another key

employee that have been in the company from the 3Jtae secondary data sources consists
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of external information sources such as newspagietes and the Brgnngysund register, as
well as internal documents such as newslettersjamaports, customer lists and a number of

other important documents.

The approach in this study was both to comparedifierent cases to see if any patterns
replicated themselves across the cases, and tatadch case’s history to get a picture of the

dynamics in the internationalization processes.

3. The cases described and analyzed
3.1 The case companies chosen

The case companies were selected from a pool pbnelents to a survey that was carried out
in the autumn of 2001. The population of that syms defined as being SMEs in Norway,
founded after 1990 (and registered in Kompass Né&@e- a leading Norwegian Industry
Directory). SMEs are defined as being firms witksldhan one hundred employees. The
reason for choosing recently established firmsiensure that the details surrounding the
founding of the firm are not lost to history. Thecfis on SMEs is due to the fact that several
studies have found that most of the rapidly inteamalizing firms have far less than 100
employees (see e.g. Knight, Madsen & Servais, 20@4addition, Solberg (1988) found
successful exporters to be significantly smallentlunsuccessful exporters. This finding led
him to suggest that smaller units are better abler¢ate the right atmosphere for successful
exporting, necessitating a closeness to the maakdt an open-minded organization, not

always present in large corporations with rigiddawrcratic decision-making procedures.

Finally, firms that were stand-alone entities wpreferred. This preference was due to the
expectation that sub-units of larger firms haveatgeaccess to resources, i.e. capital, human
resources and information (Harveston, 2000). Deghis, three of the cases chosen were not
independent, partly because the dichotomy betweserience and independence is not
always that simple to determine, and because ihirbg useful to have some cases that are
not independent for reasons of comparison. A radgtiwide population was chosen at the
outset, in order to enable a continuum to be drauth firms that have a gradual pace of
internationalization, at one extreme and true lgbobal firms, at the other. It is according to
Churchill (1991) cases that display contrast oextneme situation that are most useful. This
is because it is easier to find differences or mieitge what distinguishes two extreme cases

than to compare and find differences between tvesame or normal cases.
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3.2 How the case firms moved on the two dimensions

The firms studied were chosen with the expectatiat differences would be found in the
pace to internationalize. Finding differences woalthble placing these firms in different
global categories (see fig. 2). According to selvstadies (Knight, 1997; Knight & Cavusgil,
1996; Harveston, 2000, Madsen, Rasmussen & Ser2ai30); Junkkari, 2000), BGs are
defined as SMEs with an export rate of more th&¥ 2&thin three years of their founding.
The author finds this definition to be too broadtte 12 firms in this study. We can imagine,
for instance, a Norwegian SME that exports 30%t®fproducts to Sweden and Denmark
within three years of its founding. The author wbubt categorize such a firm as one that
was born global. In other words, one needs to pm@te the type of market (and how many)
an SME must be present in before deciding to la@eBG firm. In addition, most of the very
international SMEs usually have a far higher peiage of foreign sales than 25% (e.g.
Luostarinen & Gabrielsson, 2001). In this stud¥oan global firm is defined as an SME that
exports a minimum of 50% of its products within &ays of its founding. However, to be
defined as a “true born global” (TBG), the SME ba¥e present in more than one continent
simultaneously. To exemplify, a Norwegian SME tletports 80% of its products to
European countries would not be termed a TBG. Tgpeuleft corner categorizes BG firms
when considering the market dimension. The lowghtrcorner categorizes BG firms when
considering the export dimension. Note that aledasns in this study would be termed born
globals according to earlier definitions used (gbeve), the strength of this study is thus the
nuanced picture that is given of the different &/ globals that exist. The definition used

here is more precise when it comes to categoraifuign as a truly born global firm.
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BGM TBG
No. of
continents

Gl BGE

One

50% 100%

Export within 3 years

Figure 2: Classification of global SMEs

TBG = True Born Global
BGM = Born Global on Market dimension
BGE = Born Global on Export dimension

Gl = Gradual International

The world was divided into seven parts with inchegspsychic distance from the home
market (in this case Norway); Scandinavia, Weskurope, Eastern Europe, North America
and Australia, Latin America, Asia and the remagnparts of the world (Africa and Arab

countries). This division is in accordance with kkari (2000:160), who classifies areas from

hot (business transactions are close-by, in tefrdsstance) to cold (far away).

The firms had to be selected as to satisfy the dvaonk conditions and it was also desirable
to find cases that fit each of the four types obbgls”. The cases are presented below in
alphabetical order. In the analysis we will takel@ser look at how each case fit within the
framework. It turned out the majority of the casem§ used low-commitment foreign
operation modes when venturing abroad. This rekeanding is in line withthe resource
basedargument Pedersen and Petersen (1998) have argued tHatdmgmitment modes
(e.g. subsidiaries) require set-up costs which negyesent a capital investment beyond the
financial ability of a small, newly established quemy. Madsen, Rasmussen & Servais

(2000) also found that born global firms make esikem use of low-commitment modes.
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Since the entry modes of the firms studied herefawed not to vary much in terms of
resources committed to the market, the focus walbh the market selection dimension and
export rate in the further discussion of the firnmpate of internationalization.

ColorMatic ASwas established in 1997 and started exportingOBD2EXxport rate after three years
was 90%, today it is 95%. They are present in Soanth, Western-Europe, North America,
Australia and Asia.

Dolphin Interconnect Solutions Affas established in 1991 and started exporting @2 1%¥xport rate
after three years was 90% the same as today. Tegyresent in North-America, South-America, and
Europe.

Fras ASwas established in 1996 and started exportin@98190). Current export rate is 80%, after
three years it was 20%. They are present on shigs @er the world.
ICAS ASwas established in 1989 and started exportin@821Current export rate is 45%, after four
years it was 30%. They are present in Europe aathdjzally in South-Africa (2001) and Australia
(2000).

Incatel ASwas established in 1993/94 and started export@8$.1Current export rate is 80%, after
three years it was 50%. They are present in Europe.

IRTech ASwas established in 1995 and started exportingdnee year. Export rate after three years
was 100%, the same as today. They are presenrap&uNorth America, Australia, and Asia.

Kay Lindegaard Incineratora/as established in 1999 and started exportingahee year. Export rate
after three years was 50%, same as today. Theyesent all over the world.

NOR-REG ASvas established in 2000 and started exportind@@12Export rate after three years was
75%, same as today. They are present in WesteopE&and Japan.

Norsk Display ASvas established in 1993/1994 and started expoirniig@94. Current export rate is
60%, after three years it was 65%. They are présafiestern Europe and North America.

Opera Software ASivas established in 1995 and started exporting dheesyear. Export rate after
three years was 99%, same as today. They are padkewver the world.

Optoflow ASwas established in 1993 and started exporting 87 1@urrent export rate is 90% and
after three years it was 85%. They are present oand@navia, Western Europe, North
America/Australia, Asia and Africa/Arabia.

Superject ASvas established in 1990/1991 and started expoirtii®91. Current export rate is 80%,

after three years it was 70%. They are presentimfe (mainly Western part).
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No of Sales Founded Internat.datefit Type of No. of
empl. (export) (after3yrs) NOK-OM mrkt areas
ColorMatic 3 5.26 1997(00) 95% %9 -2.41 Distrib. 4-5

Dolphin 10 47.44 1991(92) 90896%) -19.52 Agents  3-4

Fras 4 8.65 1996(98) 8042 -0.01 Follow worldwide
cust. out

ICAS 61 33.79 1989(93) 50%%)0 2.26 Agents  2-3

Incatel 65 76.23  1993/4(97) 8®@%) 10.16 Direct exp. 2-3

IRTech 2.5 6.01 1995(95) 10Q%0%) 0.80 Agents 4-5

Kay L 2 4.67 1999(99) 5080%) 0.02 Agent worldwide

production
NOR-REG 20 107.18 2000(01) 75% (75%) 3.69 Subsidiaries 2

NDisplay 3 2.28  1993/4(940% (65%)  -0.41 Direct exp. 2-3

Opera 110 51.10 1995(95) q9%0) -14.85 Direct worldwide
export

Optoflow 10 1.23  1993(97) 9B(85%) -4.26 Agents 4-5

Superject 4 4.96 1990(91B80% (70%) 0.57 Distributors 2

* All the numbers from the interviewees were vedfigith transcripts from the “Brgnngysund registextept

for NOR-REG Machine AS where only the financiattsitaents of the parent company was found. All nusber
in mill NOK from 2002.

Table 1 Summary — key figures and internationalizabn dimensions

Just four out of twelve cases started their int@onal activity in a Scandinavian country (e.g.
ICAS, Incatel, NOR-REG Machine and Superject). Tdteer eight cases started their
internationalization mostly to central European rdoes, but one (e.g. Dolphin) started also
by going to the US and one (e.g. Opera) by goiogally from the start. Currently the cases
are present in from five markets (e.g. ICAS) to ldwide (e.g. Fras, KLI and Opera), but
most are present in fewer than ten countries. dinsethey are aiming more for the right
market or niche markets than as many markets asigd®s They are mostly present in
European countries or the US, but in addition ®ttiree cases present worldwide (e.g. Fras,
KLI and Opera) two cases are also present in mavgceplaces e.g. IRTech in South Korea,
Japan, China and Taiwan and Optoflow in Jordarglapd Singapore.

Based on the description of the firms’ degree tdnmationalization, it is found that two firms

qualify to be classified as gradual internatior{elg. ICAS and Incatel). Two firms qualify to
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be classified as born global on the market dimenggog. KLI and Fras). Four firms qualify
to be classified as born global on the export dsien (e.g. Dolphin, NOR-REG Machine,
Norsk Display and Superject) and finally four firmvere found to qualify to be classified as
true born globals (e.g. ColorMatic, IRTech, Opand ®ptoflow).

Several

ColorMatic
Fras IRTech
KLI Opera

No. of Optoflow
continents

ICAS Dolphin
Incatel NOR'RE_G
Norsk Display
Superject

One

50% 100%

Export within 3 years

Figure 3: Different categories of “globals”

4. Discussion
4.1 The two “extreme cases”

ICAS is the least global case and Opera the mo$tagicase on both dimensions (e.g. export
share and number of markets). Why is that so? \dtethe differences between these two
firms that might explain their different paces ofarnationalization? Both ICAS and Opera
produce consumer goods, but Opera also has ladgstimal firms as customers. In addition,
Opera also has a large and powerful supporter lende where the founders previously
worked. Telenor supplied Opera with locations aodseltants when Opera started up. ICAS
had no large company to support its establishmiérg. products of these two firms are also
very different. Opera’s software has unique featmned is very specialized, differentiating it
from other similar products. Opera’s software hagiy short product life cycle, demanding
constant updates. ICAS’ smoke detectors are neithiggue nor specialized and they have a
long product life cycle. Opera’s product is alsedpl because it can be distributed over the
internet. It makes no difference where the custsmaee located, as long as they have access

to the internet. This obviously simplifies the pees of internationalization. Finally, the

21



founder of ICAS describes the industry’s level tdbaglity as being low, because products
must meet different standards from country to coumwhile in Opera’s case, the industry’s
level of globalization is described as being verghh with no barriers whatsoever and a
demand pattern that is described as being a global Both founders describe their
competition as being very strong, but while Opesa hs competitors from a few and very
large American companies, such as Microsoft, ICA&inder state that its competition is
from many small and large companies, especialijnf@hina. Another factor that might have
influenced the extremely different pace of inteimadlization may be the characteristics of
the founders. Opera’s founder is 35 years old amddms extensive experience living and
working abroad, and the relations to actors inrtiaeket are described as close, while ICAS’
founder is 57 years old and he has neither livedwarked abroad, although he has some
experience working for international firms and hidl wot point at any relation of particular

importance to the firm’s development.

From the discussion above we get that the strategybecome a successful fast
internationalizing SME (e.g. born global) when araging from a small economy, is to offer

unique and specialized products or services to-geflhed niches and making use of low-
commitment foreign operation modes which enable finms to be present in many

international markets even when having limited veses. The main challenges for such firms
are to convince customers of the superiority of phaducts or services (e.g. “would never
change back to the old methods”) and also to prdteanselves from larger actors in the
market copying their products. Being a very smelbawhich most Norwegian firms are on a
world scale, also means they sometimes have to Wwar# to prove they are here to stay
(especially a problem when supplying a customei&sion critical process, e.g. Fras, Incatel
and IRTech).
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ColorMatic Dolphin Fras ICAS Incatel IRTech

Experience Some Some Experienced Some Very Very
Relational Not Varying Very Varying Very Very
Globality  Low Very High Very high Low Medium Very high
Product S,U,longPLC S,U,medPLC S,U,longPLC Long PLC S,wPhC S,U,longPLC
Pace of Int. very fast Fast Fast Slow Medium Very fast
KLI NORREG  NorskDisplayOpera Optoflow  Superject
Experience Some Very None Very Experienced Experienced
Relational Varying Not Varying Very Varying Varying
Globality  Medium Medium Medium Very high High Very high
Product S,long PLC  S,U,longPLC  U,longPLC S,U.vshortPLE,U,longPLC U, longPLC
Pace of Int. Fast Medium Medium Very fast Very fast Medium

Table 2 Key findings

In order to compactly view the similarities andfeiiences between case firms, the data
material, consisting of detailed answers from eathrviewee, has been reduced, and each
variable has been given relative values on a coatm which are summarized above. The
experiencecontinuum has values that vary frosome experience at the low end, to
experiencedin the middle, tovery experienced, at the high end. The network varialale
been termed “relational”. The term indicates whetine founder or another key employee
has a network of importance or not, and reflecthler relational approach. This variable is a
continuum fromnot relational, at the low end, througfarying when the firm occasionally
uses a relational approach, suggesting placemetiteirmiddle of this continuum, teery
relational, at the high end. An industry’s globharacteristics are found to vary between low,
medium, high and very high, based on the foundeesceptions of the industry in which
he/she does business. When characterizing the @ro®s means that the product is
specialized, U means that the product is uniqueé,the product life cycle is either described
as being long, medium or short. The dependent blaridhe pace of internationalization,
varies on a continuum between slow, medium, fast \&ry fast. The relative values are
assigned based upon the number of countries eraekthe export rate measured three years
after founding.

4.2 Difference between traditional SMEs and Born Gibals

Autio (2005) claimed many of the original assumpsicof PTI were not (seen as) valid
anymore since many of the conditions had changext she mid-1970s:

the flow of information from foreign markets hadebeenhanced, reducing the psychic

distance and promoting greater international irgtgn between markets
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the cost of international travel and communicatiad been reduced — enhancing firm’s
ability coordinate cross-border activities

international managerial experience had become madely available, enabling firms to
quickly acquire such knowledge

firms had become increasingly skilled at employalternative governance mechanisms,

enabling them to exploit their resources acros®nak borders

Organizational learning for traditional SME happehsough dealings with foreign market
operations of its own. For the BGs organisatioralhing occurs via their capability to learn
from network partners. Risks are different for BtBan for other SMEs — both experience
exporting risks, but BG’s also face the risk ofraatucing new products (Gabrielsson et al,
2006:16). The traditional view are much in linelwihe Kirznerian (1979); opportunities are
created in foreign markets without the active imeohent of the firm itself (most of the value-
creating elements are generated in firm’s home,lihsanternational dimension of the firm’s

activities is concerned mainly with the internatibdiffusion of its offering) (Autio, 2005).

In Oviatt & McDougall’ article (1994), the value eation logic of the firm is different
(Schumpeterian (1934) supply-push approach to waileation). The firm operates in an
internationally dispersed resource-base. The valeation of the firm is based on cross-
border combination of valuable resourdésis the firm needs to internationalise to make
value-creation possiblénot in order to disseminate its outputs). The getitive advantage of
the firm being based on cross-border resource auatibns, international new ventures
emerge as fundamentally different from domestidwess (Autio, 2005). Internationalisation
is no longer treated merely as an outcome, buerath aconditionfor value creation (Autio,
2005)

With regard to the dynamic capability effect of lganternationalisation (Gabrielsson et al
2006) it is argued that early internationalisatioay help root a more innovative and dynamic
strategic posture on the new venture, and it map atake firm better equipped to take
advantage of domestic and international growth dppdies. Early internationalisation may
not only be an opportunity, but also a necessityesure chances for growth (because
opportunity windows are short in dynamic sectoms)other words, that the firm start out
internationalising early, may strongly affect fieunternational growth. Autio et al also

(2000) reported a positive relationship betweenanigptional youth at the time of
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internationalisation and subsequent internatiomalvth. They attributed it to theléarning
advantage of newnésswhich may enable young internationalisers to emb an
international identity more rapidly and completelyan would be possible for older

internationalisers.

5. Conclusion
5.1 Main Findings

The most important finding is that firms fittingethraditional definition of born globals might
be seen as a much more heterogenous group of thanspreviously assumed. Based on the
findings in this study, we find that it might beefisl to divide the born globals into more
specific categories (e.g. born globals on expoartetision, born globals on market dimension
and true born globals). There is found to be cersanilarities on firms within each category
on the four variables studied (e.g. experiencewodt, industry globality and product
characteristic) and differences on these varididd&een the firms in the different categories.

This will be elaborated on below.

Most of the founders who were interviewed in thisgdy have some international experience,
either from working and/or studying abroad or framorking in an international firm in
Norway. The founders of the firms with the slowpate of internationalization, ICAS and
Incatel, havesomeand very much experience, respectively. This finding may be sohs
surprising. One of the founders is also describedbeing very relational, meaning that he
recognizes the importance of networks for the dgwalent of the firm. The explanation for
the slow pace might be found in the two other fectdhe global characteristics of the
industry are described as being relativébw, for both industries, and the product
characteristics are both described as having ldi@sPand in ICAS’ case, the product is a
standard one, and easy to sell, even in the honmkeindn contrast, the product of the true
born global firm IRTech, is so specialized and giesd for such a narrow niche that potential
customers in the home market do not even exist. prbducts of all the most global cases
(e.g. Dolphin, IRTech, Opera and Optoflow) are désd as being very specialized and very
unique. This indicates that technological excekehelps rapidly globalizing firms to develop
products that appeal to niche markets around thédw@ne might predict that international
new ventures should be more prevalent in sectoracterised by high degrees of
international integration, according to Autio (20G&is hypothesis remains to be verified
empirically.
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With regard to the relational variable, it seemet @il firms have networks or at least a few
relations of importance, but there is some vanategarding the degree to which founders are
willing to acknowledge their importance. Our fingssupport the idea that founders should
not be described as being either relational or mbe founders of Dolphin, KLI, Norsk
Display, Optoflow and Superject all vary with regao whether or not they should be
classified as being relational. While some, like tbunder of Norsk Display, sees the lack of
close relations to key actors in the industry ageakness and wish to improve this area of
their performance, others, like the founders of@bai and Optoflow, are not very relational
toward typical actors in the industry, i.e. custosnand suppliers, but they both have very
important relations to different research instdns which they consider vital for the success
of their firms. In other words, they are very sékex regarding the parties with whom they
build relationships. The kind of relations theyldunay also depend upon the kind of product
the firm is offering. Both ColorMatic’s and Optoflts sale is described as “one-shot”. That
is, they do not consider there being a basis fddimg relationships since there is very little
or no repurchase of their products. This study ,tlgiges a more nuanced insight to the
different types of relations that exist among tifeetent parties in the market arena and how

these different types of relations may influencdirm’s process of internationalization.

When it comes to the globalization variable, almaltfirms with a very rapid pace of
internationalization, on both dimensions, (e.g. ddatic, IRTech, Opera and Optoflow)
described the industry as havimgry high or high global characteristics. The exception is
ColorMatic. ColorMatic has a parent company and thlationship may make it easier for the
firm to access resources, i.e. capital and humsaourees. This configuration might explain
the firm’s rapid pace of internationalization déspihe low global characteristics of the
industry. It can be concluded that firms origingtinom peripheral and small countries may
not be at such a disadvantage in the current giobglenvironment. Globalization drivers
such as improved communication and transportaggehrology vastly increase these firms’
ability to sell and market their products in foreignarkets. Previously there has been a
positive correlation between trade and proximityt foday distance is in many cases not seen

as an obstacle to internationalization.

With regard to the dependent variable studied hie,pace of internationalization, it was

found that one dimension, the entry mode dimensi@s not as valuable for distinguishing
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among the different case companies and for clasgiffhem into different categories of
"globals”. The reason for this was the little vaga found in the types of entry modes used
by the case companies in particular with regardhto resources committed to the foreign
market. Most of the case companies made extensgeotirelatively low-commitment and
thus low resource demanding modes such as OEM+agrés, agents, distributors and direct
export, not only at the very early stage of intéoralization, but it was often the preferred
mode even at later stages. As a consequence thigndion of a firm's degree of
internationalization was not considered importamt dlassification and the two dimensions;
market selection or market spreading and expontesthvas used for this purpose. As most
studies on internationalization and the increasgdlvement of firms in international markets
has focused on the choice of entry modes or foreageration modes used by the

internationalising firm, this study thus departsnfrthis tradition.

5.2 Implications

The findings reveal that a change in policy is wated by an arm of the Norwegian
government. It was claimed by several of the ineavees that the Norwegian Industrial and
Regional Development Fund (SND) or Innovation Noyves it is called since 1 January,
2004, requires all new firms to have a footholdthe home market before granting them
financial support for export. This view is in lingvith traditional theories on
internationalization. Such a requirement unnecégseomplicates matters for most of the
firms affected by this ruling. The home market ioriNay is too small or non-existent for
many industries and there is no economic basiestablishing a large number of firms if
they are primarily required to base their income$iome sales. The markets for many newly
established firms are seen as being internatiomé| @ many cases, the market is a global
one. This reality should be made known to thos¢h& Norwegian government who are

responsible for creating the guidelines for furdadtion to SMEs in Norway.

In a study of the factors influencing entreprenkirsn Norway (Rgste & Schanke, 2006) it
was found that personal characteristics and compeseare of utmost importance to succeed,
but experience and access to resources were alad to be of importance. The same also
found that the founders were not dependent upotigirtentives to succeed, although to
what degree a potential founder has access to n@sounay indirectly be influenced by
public policies and initiatives made to encouragereased entrepreneurship activity.

According to Mr Bakke and Mr Snedal in Innovationrivay there is no established policy
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stating that a firm should be well establishedh@ home market to get financial support and
Mr Bakke even stated that “we are familiar with es& firms being born global” (April,
2006). However, as our discussion proceeds it twuas they are a bit sceptical to
globalisation at the point of start-up, as theyeswa internationalisation will be very resource
demanding and Mr Bakke also explicitly states tinat firms applying for funding will be
evaluated on what they have achieved at home dmst foremost and thus, it seems the

comments from the founders may reflect the reality.

Access to capital is seen as a major barrier for wentures in Norway. It is according to
Spilling & Steinsli (2003) widely recognised thatavailability of risk capital, particularly in
the early stages of development, may representrréeb# development. The same argue
further that there are weak traditions in thisdigl Norway, and that the Norwegian venture
capital market is immature. This is in keeping with Vedeld (telephone interview, April
2006) who stated that “Norwegian investors jumpstrthe first stage, but then they are
happy to sell...”. He further elaborated that “iais expensive to sell a product as to develop
it", and he believes the Norwegian business comtyiudo not understand this. That is the
reason for good Norwegian high-tech products areldped and reach venture stage, but
then it is often sold to foreign owners so they talte it further and commercialize it. This
founder’s view is in keeping with Spilling & Steing2003) who state that there has not been
a clear focus on commercialization and how reseisditutions and intermediate institutions
may be designed in order to improve these processes

5.3 Future research

The focus in this case study on the establishmamd-internationalisation process of a firm,
from the individual perspective and also that thecpss is described pre-start-up is in line
with Autio’s (2005) argument: Given the emphasistio@ enabling effect of individual-level
(pre-firm) internationalisation experience for gadnd rapid internationalisation, a more

detailed examination of this issue appears necggsdrl).

One might examine INVs or BGs that have evolvedugh to the later stages, using multiple
case studies in different context. When moving beyearly stage INV analysis, Coviello
(2006) suggests it would be appropriate to comphee networks of different types of
international firms by applying e.g. Johanson & tdan’s (1988) categorization early starter,

lonely international and so on, or compare with dsetit new ventures.
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Another important aspect is to form research teaomposed of entrepreneurship and 1B

scholars (few, if any publish together today) (@véaMcDougall, 2005) .

There remains a gap between actual firm behaviond #e major theories of
internationalisation (Styles & Seymour, 2006:1383. with entrepreneurship, there does not

seem to be an agreement as to what the field shdétild encompass.

Because of its nature, entrepreneurial phenomeedsn® be studied simultaneously at the
micro (individual, firm) and macro (industry, regio economy) levels because of the
interaction between the two (Jones & Wadhwani, 2006moment is ripe for reintroducing
the study of historical dynamics underpinning epre@eurial processes”, (Jones &
Wadhwani, 2006:15). The study of entrepreneursfifundamentally about the process of
economic change (McGrath, 2003).

Further studies should be made to investigategetazample of the rapidly globalizing firms,
with focus on their market selection strategies. Mged to know what factors influence their
choice of markets. This knowledge will deepen onderstanding of those firms that rapidly

undergo internationalization.
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