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ABSTRACT

This paper studies the international entrepreneurial orientation of services International New
Ventures (sINVs) and its relationship to their foreign market development. Using multiple case
studies we explore the research question: How does the international entrepreneurial orientation
of sINVs affect their foreign market entry, market penetration, and growth? We build on
entrepreneurship and international services literature to develop our research question that leads
to the advancement of a conceptual framework and seven related propositions. Three
entrepreneurial orientation elements were investigated of which proactiveness and
innovativeness seemed to have the strongest links to the investigated foreign activities. The
analysis also uncovered interesting insights about sSINV innovativeness some of which contradict
extant services literature. Our paper makes three contributions: it provides empirical results
about a sINV’s international entrepreneurial orientation, addresses a shortage of studies about
international services, and provides insights about international service firm innovativeness.

Key Words: service firms, internationalization, International Entrepreneurial Orientation,
International New Ventures, international development.



1. Introduction

The importance of service firms in the global economy is unquestionable. Services have become
the largest part of the world economy and their export growth has more than doubled in the past
decade (UNCTAD 2008), which is evidence of an increasing trend in services
internationalization. Yet international service firms have been historically understudied
(Erramilli, 1990, 1992; Clark et al. 1996; Chadee & Mattsson 1998; Clark & Rajaratnam 1999;
Samiee 1999; Davis 2004; Drejer 2004) and studies about such organizations have only recently
started to emerge in numbers (Knight 1999; Hollenstein 2003; Hipp & Grupp 2005; Miles 2005).
As a consequence and despite a growing number of investigations into firms that internationalize
at or near inception, such as Born Globals (e.g. Knight & Cavusgil 2004; Gabrielsson et al. 2008)
and International New Ventures (e.g. Oviatt & McDougall 1994, 1995), little is known about the
entrepreneurial orientation of rapidly internationalizing service firms. This is problematic for two
reasons: first, because numerous scholars believe that entrepreneurial behavior is related to
superior firm performance (Covin & Slevin 1991; Lumpkin & Dess 1996, 2001; McDougall &
Oviatt 1996; Knight 2001; Balabanis & Katsikea 2003) yet little is known about service firm
entrepreneurial orientation; and second, because the particular challenges faced by service firms
are frequently overlooked, such as having limited choices of foreign entry modes (Erramilli
1990), facing unique regulation and government policy (Davis 2004), and other operational
difficulties unique to services (Zeithaml et al 1985). This situation prompts our main research
question: how does the international entrepreneurial orientation of service INVs impact their
foreign market entry, market penetration, and growth? Consistent with Oviatt & McDougall
(1994), we define service International New Ventures (SINVs) as firms operating in service
industries that from inception strive to “derive significant competitive advantage from the use of
resources and sale of outputs in multiple countries™ (p. 31).

Studies about service companies have made a number of significant contributions including
Erramilli’s seminal works on international market entry (Erramilli 1990, 1992; Erramilli &
D’Souza 1993; Erramilli et al 2002), marketing (Zeithaml et al 1985), typologies (Lovelock &
Yip 1996; Clark et al 1996; Clark & Rajaratham 1999; Patterson & Cicic 1995), sector specific
internationalization (Majkgard & Sharma 1998; Coviello & Martin 1999), and comparisons to
products firms (Peters & Brush 1996; Morris & Johnston 1987; Vargo & Lusch 2004). Yet these
studies’ application to sINVs is limited because most focus on well established, mature
companies and few adequately explain how these firms behave entrepreneurially. At the same
time, an emerging body of literature on service firm innovation demonstrates that service firms
face unique challenges and opportunities when they innovate (Gallouj & Weinstein 1997;
Hollenstein 2003; Drejer 2004), and innovativeness is a fundamental element of entrepreneurial
action (Schumpeter 1934; Covin & Slevin 1991; Zahra & Covin 1995; Lumpkin & Dess 1996;
Drejer 2004). However, few of these studies consider the relationship innovativeness may have
with the foreign activities of service firms, particularly those that internationalize rapidly. A
study of the relationship between a service firm’s innovativeness and its international
development may yield important insights about the impact of service innovations on foreign
market entry, penetration, and growth, particularly if such sINVs internationalize quickly to seek
first-mover advantages (Gabrielsson et al 2008). This paper aims to contribute to the mentioned
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Based on a review of entrepreneurship and international services literature, we develop
arguments that position our research question. We then briefly discuss our methods and findings,
after which we advance seven propositions driven by our empirical results. Finally, we conclude
with the aimed contributions and areas for further research.

2. Literature Review

2.1 International Entrepreneurship

Largely fueled by the Born Global phenomenon, International Entrepreneurship (IE) attempts to
explain the pursuit of international business opportunities through the integration of multiple
disciplines (Dimitratos & Jones 2005; Oviatt & McDougall 1994; Zucchella & Scabini 2007).
Although the field is still at an embryonic stage, several studies have already made significant
contributions including conceptualizing IE (Oviatt & McDougall 1994, 2005; McDougall &
Oviatt 2000; Jones & Coviello 2005; Zucchella & Scabini 2007), investigating differences
between IE and domestic entrepreneurship (McDougall 1989; McDougall & Oviatt 1996); and
exploring links between a firm’s performance and its international entrepreneurial orientation
(Knight 2001). In particular, these studies seem to have at least four characteristics in common.
First, IE involves entrepreneurial behavior; second, it involves the crossing of domestic borders;
third, it differs significantly from domestic entrepreneurship (McDougall 1989, McDougall &
Oviatt 1996; McDougall et al. 2003); and fourth, it requires the ongoing pursuit of international
opportunities (Zahra & George 2002). Although the mentioned contributions are significant and
valuable, there are still other important areas in International Entrepreneurship that necessitate
further investigation. To this end, our review revealed that little is known about the international
entrepreneurship of services firms mainly due to three reasons. First, much of the
entrepreneurship literature concentrates on new venture creation (e.g. Gartner 1988) or large
firms (Covin & Slevin 1991; Zahra & Covin 1995) in the manufacturing sector and inside
domestic borders. As a result, such studies lack an international focus and tend to overlook
service firms. Moreover, the primary focus of IE research seems to be on internationalization
speed and processes, with two notable exceptions: Coviello (2006) and Coviello & Cox (2006),
however as conceded by those authors, their studies are limited to software firms only and omit
companies at mature growth stages (for which those authors suggest further research). Second,
the entrepreneurship field has long struggled to gain consensus on what constitutes
entrepreneurship and what entity is entrepreneurial (Gartner 1988; Jantunen et al. 2005) fueling
its conceptual fragmentation and making it difficult to separate entrepreneurial service firms
from others. Third, innovativeness—a fundamental aspect of entrepreneurship (Schumpeter
1934; Covin & Slevin 1991; Lumpkin & Dess 1996)—in service firms is subject to unique
challenges and opportunities (Gallouj & Weinstein 1997; Sundbo 1997; Van der Aa & Elfring
2002), and service innovation studies are scant and rarely include an international focus.

As a result, in this study we address these shortages as follows. Our investigation goes beyond
new venture creation, focuses on international services firms, and includes firms at different
development stages and from various industries. In this effort, we align with Oviatt &
McDougall’s (2005) view of IE as “the discovery, enactment, evaluation, and exploitation of
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opportunities—across national borders—to create future goods and services” (p.540), but we
emphasize that such pursuit of international opportunities must be continual and extend well
beyond venture creation. To this regard, we agree with Zahra & George (2002) in their assertion
that entrepreneurial behavior “is an ongoing process that unfolds over time” (p. 258).
Furthermore, consistent with previous entrepreneurial orientation studies (Covin & Slevin 1991,
Lumpkin & Dess 1996; McDougall & Oviatt 2000; Zhou et al. 2010) we view International
Entrepreneurial Orientation as behavior that is characterized by proactiveness, innovativeness,
and risk-taking in a firm’s pursuit of international opportunities. In this respect, a proactive firm
has the capacity to anticipate and act on future needs and aggressively pursues opportunities; an
innovative firm has a tendency to support new ideas, new combinations of extant ideas, entry to
new markets, experimentation and new processes; risk-taking indicates the will to commit
proportionately large amounts of resources despite a high potential for failure (Covin & Slevin
1991; Lumpkin & Dess 1996; Shane & Venkataraman 2000; Zucchella & Scabini 2007).
Focusing on these three dimensions of entrepreneurial orientation is also consistent with other
scholars who are increasingly coalescing around them (McDougall & Oviatt 2000).

2.2 International Services

Our review of international services literature uncovered three main contributions related to our
research question. First, services have unique characteristics in comparison to other offering
types (Zeithaml et al. 1985). Second, the characteristics of services limit the international entry
options for the related companies (Erramilli 1990, 2002). Third, service firms face significant
obstacles in their foreign operations as a result of heavy government regulation, labor laws, etc
(Samiee 1999; Davis 2004). Each of these is briefly reviewed next.

Services have four main characteristics that differentiate them from other types of offerings:
intangibility, perishability, heterogeneity, and inseparability (Zeithaml et al. 1985). These
characteristics pose unique challenges for service firms in their international entry. The
international market entry of service firms tends to be restricted (Erramilli 1990) since only those
firms with the ability to decouple the production and consumption process —i.e. hard services
firms—are able to export in a fashion similar to manufacturing companies (Erramilli 1990;
Erramilli et al. 2002). Conversely, soft services firms—those in which the offering is inseparable
between producer and consumer—are forced into choosing a more restricted set of market entry
options like licensing, franchising, joint ventures, or wholly owned subsidiaries (ibid). As a
result, the market entry of services firms is considerably diverse and seems to be moderated inter
alia by the uniqueness of the firms’ offering (Erramilli et al. 2002).

At the same time, rendering services in a foreign country typically poses particular operational
challenges for internationalizing firms. These challenges unique to service firms include
immigration and labor policies, differing tax laws, the absence of bilateral tax treaties,
government protectionism and policy (Samiee 1999, Davis 2004), and local acculturation of
hiring practices (Clark & Rajaratnam 1999; Davis 2004). In many instances, such obstacles
prevent the rapid penetration of foreign markets (Lovelock & Yip 1996). Moreover, services are
labor intensive (Davis 2004), have significant ‘production’ variability, and are highly susceptible
to governmental monitoring (Morris & Johnston 1987) posing additional obstacles. People
render services and thus ‘production’ can only be increased by hiring additional staff, making
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economies of scale difficult to achieve (Davis 2004). Similarly, mass production is unachievable
since producer and consumer must be proximate and co-participate in the ‘production’ process,
which prevents the use of distributors and makes it difficult to balance supply and demand
without the benefit of inventories (Zeithaml et al. 1985; Clark & Rajaratnam 1999). Similarly, in
the ‘production’ of services, both producers and consumers are being transformed and are the
transforming sources, making the inputs, outputs, and performance of ‘production’ difficult to
specify in advance (Morris & Johnston 1987). At the same time, services sell competences
(Gallouj & Weinstein 1997) which, at an international level, requires the hiring and training of
individuals with particular characteristics, including multi-language abilities, cultural sensitivity,
international business acumen, and local customer orientation (Clark & Rajaratnam 1999). This
IS an important point because a client’s perception of quality and value depends highly on the
manner in which that service is delivered (Clark & Rajaratnam 1999; Davis 2004), particularly
because services cannot be typically be evaluated independently and in advance of the
‘production’ process (Patterson & Cicic 1995). As a result, the ‘production’ of services is
characterized by high variability and uncertainty (Morris and Johnston 1987) and quality
assurance is difficult to predict, measure, and standardize (Zeithaml et al. 1985).

Under such challenging conditions, it is difficult to envision how young services firms make
their journey into foreign markets. Yet many rapidly internationalizing firms like Born Globals
are in services (e.g. Coviello 2006). However, the majority of these service firms tend to be
technology developers (Coviello & Jones 2004) with few exceptions (e.g. Majkgard & Sharma
1998), leaving the internationalization of other service firms types overlooked. What remains
understudied is what happens to young small services firms after they enter markets and how
successful is their continued operation in their respective international markets, in terms of
growth and market penetration. Our study aims to contribute to this gap.

2.3 Innovation in Services

As we have mentioned, according to the Schumpeterian school of thought, innovation is a
significant element of entrepreneurship (Schumpeter 1934), and we agree. But given the
particular characteristics of services mentioned above, a more detailed explanation of innovation
IS necessary. For this, we take support from Gallouj & Weinstein (1997) and view innovation in
services as a process of introducing changes to the service ‘product’, delivery of that service,
competences of the firm, or competences of the client, which are novel, repeatable, and have a
lasting benefit on the firm (economic, strategic or otherwise). With this understanding of
innovation in services, we found three types of innovation that appear to be the most prominent
in the literature: product, process, and market innovations. An additional type that is commonly
found among services firms but frequently neglected in academic research are ad hoc
innovations (Gallouj & Weinstein 1997; Sundbo 1997).

In this study we will use the preceding explanation of innovation in services that takes support
from Gallouj & Weinstein (1997). For purposes of brevity, our focus will be on product
innovations, which refer to new service offerings that require fundamental changes in the type of
services rendered, the competences of the producer and consumer, and may also involve changes
to the service delivery process (Gallouj & Weinstein 1997). Furthermore, our study compares
radical versus incremental innovations in order to investigate their respective impact on the
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foreign market operations of service firms. In this respect, radical innovations require the
development of a complete new set of service characteristics, delivery processes, and
competencies including recruitment, training, etc., which make it difficult (but not impossible) to
apply in services (Gallouj & Weinstein 1997; Sundbo 1997); while incremental innovations are
characterized by the addition or substitutions of elements (e.g. comprehensive versus collision-
only car insurance) or combinations of services (Gallouj & Weinstein 1997; Sundbo 1997; van
der Aa & Elfring 2002). As we are investigating the foreign development of SINVS, it is
important to understand if and how the degree of innovation (e.g. radical or incremental) affects
foreign market entry and penetration. This is particularly interesting because the literature
suggests that the continued development of incremental innovations eventually leads to the
creation of radical innovations (Gallouj & Weinstein 1997). Hence juxtaposing the progression
of innovation development with the progression of a firm’s foreign development may yield
valuable insights about the impact of the former on the latter.

3. Methodology

The research question guiding this study is of an explanatory nature, since it investigates links
between the international entrepreneurship and foreign development of sSINVs. As a result, a
holistic multiple-case study design (Yin 2009) was considered most adequate for three reasons.
First, because case studies are best positioned to answer “how” and “why” inquiries (Yin 2009),
as is the case with our research question. Second, because we wished to acquire rich, in-depth
data (Wright et al. 1988, Yin 2009). Third, because case studies facilitate the inductive gathering
of new insights (Sutton 1997), which may have been originally unknown to the researchers.

We selected five case firms based on theoretical sampling (Eisenhardt & Graebner 2007)
because they were particularly suitable for illuminating and extending the relationships we are
investigating. Our case companies emerged from a wider set of firms operating inside a large
Finnish business incubator as well as from other firms known to the researchers. In order to be
selected as a case, companies had to pass through three “filters’. First, all companies had to be
purely within the services industry and not manufacture any physical goods. Second, all firms
had to meet Oviatt & McDougall’s (1994) definition of an International New Venture in that
from inception, the firm sought to “derive significant competitive advantage from the use of
resources and the sale of outputs in multiple countries” (p. 49). Third, they had to be
organizations that were originally incepted as new firms (i.e. not private equity buyouts, joint
ventures, etc.) at different stages of development and growth (e.g. Gabrielsson et al. 2008).
Furthermore, we excluded firms that had no sales because of difficulties in evaluating the market
acceptance of their services. A brief description of the selected firms is included in table 2 below.



Table 1. Case Firm Summaries

MPS Since 1975, Management Personnel Services (MPS) has created a market for many Human
Resource (HR) services that previously did not exist in several of its current locations. From
personnel assessment at inception to a portfolio of seven services today, (including HR strategy
development, Executive coaching, Executive Search and helping organizations in their
transitions), the two-person startup grew into a firm with more than 50% sales growth in nine
years. Having entered its first foreign market just five years after inception, the firm now
operates in over 30 countries across the globe. The firm is headquartered in Finland, has a staff
of over 120, and has offices in 10 countries. MPS is now a mature organization with a strong
brand and an established reputation.

Citec Citec provides technical solutions and project services across many disciplines for clients in the
Power, Civil, Rail Vehicles, Telecom, Life Science, and Process industries. In addition, the firm
provides a wide range of technical communication services and solutions. Founded in 1984 by
two colleagues, the firm has grown to into two divisions that employ a combined 1100
employees. In the past ten years, the firm’s revenues have grown by an annual average of 33%.
After an 8-year period of domestic growth, the firm entered Sweden as its first international
market. It has since expanded to more than eight countries in Europe and Asia. The firm is
headquartered in Finland, has offices in four locations across Europe and Asia. Citec is now a
mature organization with strong brand and established reputation.

DynaRoad | Since inception in 2000, DynaRoad has developed software solutions for some of the largest
civil engineering and construction companies in the Nordic region. After developing its 1%
product, the firm grew domestically and abroad only three years after inception. Through a brief
period of external ownership in 2003-2005, the firm remained autonomous and virtually with
the same management team. It has since expanded its operations to six countries across three
continents. Despite significant sales growth, the firm has yet to achieve profitability, which it
expects to reach in 2010. The firm is headquartered in Finland, hires seven people, and is
actively pursuing entry into additional foreign markets.

Icareus Founded in 2001, Icareus develops software products and content for broadcasting and
interactive TV operators in more than forty countries across Europe, Asia, and the Americas.
After entering its 1¥ international market in 2002, it now has regional sales offices in Finland,
USA, Mexico, and China, and employs a reseller network that also reaches Africa. Despite the
recent financial crisis, the firm managed to grow annual sales by 15% in the past two years with
nearly half of its revenues coming from international sources. Icareus is headquartered in
Finland and is actively seeking to enter and expand in foreign markets.

Evalua Based in Finland with a staff of six, Evalua delivers research and expert services to firms in the
occupational health industry to improve employee wellbeing, productivity, and performance.
Founded in 2003, the company first went international in 2005 and now has a subsidiary in the
Netherlands and several partners across Europe. Although the minority of its revenues comes
from international sources, the company performs its services in nearly 60 countries across the
globe. Evalua is quite selective in targeting foreign markets due to the highly-specialized nature
of their services and their fit with foreign market practices in occupational health.

To gather data, we conducted semi-structured interviews and supplemented them with available
company and public documentation. To conduct the interviews, we constructed an interview
guide with questions based on the literature review that concentrated on the three Entrepreneurial
Orientation constructs (proactiveness, innovativeness, and risk-taking) and foreign development
elements (market entry, penetration, and growth). Data was collected per Yin’s (2009)
description of focused interviews and each case was treated as an independent experiment. In



most questions, informants were asked to describe the progression of the particular topic from
inception until today (e.g. “How would you describe the development of your firm’s ability to
innovate in products, processes, markets or otherwise?””). All interviews included at least one of
the original founders, and in the case of DynaRoad, the current Managing Director was also
interviewed. In all cases, the founders were still active members of the leadership or executive
team, except DynaRoad, which meant that the whole history of the firm resided with the original
entrepreneurs. In DynaRoad’s case, the original founder and the present Managing director were
both interviewed, providing an entire picture of the firm’s development.

In alignment with Covin & Slevin’s (1991) approach, the unit of analysis was the firm in order to
facilitate the observance of historical (entrepreneurially oriented) actions. A key advantage of
this approach is that it simplifies measuring and comparing the entrepreneurial orientation of
firms and facilitates conceptual integration (Jones & Coviello 2005). Our data analysis followed
the cross-case pattern matching guidelines set by Eisenhardt (1989) and was aided by NVIVO.
More specifically, data was ‘coded’ into two sets of three constructs each. The first set included
proactiveness, innovativeness, and risk-taking, which attempted to capture entrepreneurial
orientation elements of the firm. Data coding into each of these three constructs had to be
consistent with their explanation set forth in the literature review and took support from
suggestions made by Lumpkin and Dess (1991) on how to operationalize them. More
specifically, proactiveness data was captured whenever a firm took specific action to discover,
develop, and/or exploit business opportunities (e.g. participating in networking events or “cold-
calling’, etc.). Innovativeness data was logged when the firm took actions that resulted in the
development or introduction of a new product, new service, new market, or combination thereof,
(whether radical or incremental, successful or not) and whenever the firm executed changes in
their services, products, or markets. Similarly, risk-taking proclivity was recorded whenever the
firm took actions that demonstrated a commitment of resources in the face of uncertainty and
possibilities of substantial loss. However, our analysis of risk-taking behavior focused on the
firms’ internationalization and foreign operation activities only, in order to keep it concise and
aligned with the objectives of our research. The second set of constructs included firm growth,
market entry, and market expansion, and these attempted to capture the progression of the firms’
foreign activities. Firm growth was captured via annual sales (financial growth), number of
employees (organizational growth), and number of foreign markets entered (geographical
growth). Market entry data was coded whenever a firm took action to enter particular foreign
markets and such action led to new revenues. Similarly, we coded market penetration data
whenever the company actively tried to increase its client base and/or revenues in entered
markets. The data results were then analyzed and synthesized into the findings reported in the
sections that follow. NVIVO significantly facilitated the impartiality of data coding, the finding
of relationships between the two sets of constructs, as well as the management of data.

To address internal validity concerns, we implemented recommendations from Gibbert et al.
(2008) by conducting pattern matching (Eisenhardt 1989) across cases and by triangulating
findings via multiple data sources (interviews, company documentation, and publicly available
information). Similarly, we mitigated construct validity concerns in two ways: first we developed
interview questions solidly based on extant literature, and second, we asked same-construct
questions in various ways in an effort to achieve triangulation (Gibbert et al. 2008; Yin 2009).
For example, innovativeness questions included: “How would you describe the development of
your firm’s ability to innovate in products, processes, markets or otherwise?” and “in what areas
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would your firm be considered “novel”, “different” or even “revolutionary?” Given that this
study was explanatory, it aims for analytic generalization to theory rather than statistical
generalization to a population (Eisenhardt 1989; Gibbert et al. 2008). In an effort to strengthen
reliability, the interviews were conducted with a literature-based interview guide, and were tape
recorded, transcribed, and analyzed as explained above. Each firm’s findings were then
summarized and sent to the interviewees for accuracy and completeness. Any clarifications maid
by interviewees were then integrated into the analysis and finally to the results reported above.
All interview data and its analysis was conducted and stored in NVIVO.

4. Empirical Findings

4.1 International Entrepreneurial Orientation of SINVs

The international entrepreneurial orientation of the case firms appeared to be idiosyncratic to
each organization. In general, all case firms had the intention to become international firms from
the start, were proactive in pursuing opportunities, created new innovations and/or markets, and
demonstrated tolerance for risk-taking. These three elements of entrepreneurial orientation are
analyzed further in detail next.

4.1.1 Proactiveness

All five firms made a concerted effort to anticipate and commercialize emerging opportunities.
In three cases, alertness to new opportunities led to the introduction of new services that resulted
in significant and sustained revenue growth for MPS, Citec, and Icareus. Similarly, DynaRoad’s
active search for opportunities led to the creation of its flagship products and hence its main
source of revenues. Networking and °‘cold-calling’ were the two most frequent activities
whenever all case firms pursued such opportunities both domestically and internationally. The
companies seemed to be strongly active in networking for two main reasons. First, two of the
companies (DynaRoad & MPS) initially had to create their own market as their services did not
previously exist in their target geographies, and network relationships seemed to offer the easiest
venue to ‘educate’ potential clients about the new services while simultaneously generating
demand. As a result, both firms aggressively employed their extant networks and actively sought
to enlarge them:

“it was hard, tough work. There was nothing for free, which means going out—and | would call it
out networking—when we sell to the client. So it was going out, talking to the clients, building the
trust, profiling yourself...the things we were serving were nothing the people had experienced
before...it was a phase of totally educating the market”—MPS founder;

“when we were doing product development in the early stages, it went more or less so that we met
once a month with [our prospective clients]...We don’t have [direct competitors]...and that’s
also the hard part, because sometimes we, first we have to create the market in a country before
we can sell to it” -DynaRoad MD.

Moreover, Citec and MPS believed that new business opportunities are best pursued by nurturing
client relationships, delivering quality, and securing positive references. Consequently, their
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networking activities focused on preserving the (perceived) value in their client relationships
rather than on activities to purely extract further revenues. Second, the organizations rely heavily
on clients for novel ideas, co-development, references, or reputation building, in an effort to
identify and pursue new business. In addition to networking, three of the firms (Citec,
DynaRoad, and Icareus) vigorously sought and won significant new business via ‘cold-calling’
customers outside their known network of relationships. One of Citec’s single largest clients,
many of Icareus’ initial clients, and several of DynaRoad’s recent customers were obtained
through cold-calling. A comment made by Icareus’ founder describes that company’s
proactiveness well: at the beginning “we [were] nobodies, having nothing, just an idea of getting
into the TV business. So we start[ed] to call everybody.” Similarly, DynaRoad’s MD mentions
that “most of the clients that we’ve found or that we have...[we] take a phone, go to their website
and cold call [them].”

Today, all companies remain highly proactive in their pursuit of new opportunities and continue
to use networking activities both to generate new revenues and pursue emerging opportunities.
In addition, some of the firms have also been proactive in partnerships (MPS, Citec) and
acquisitions (MPS, Citec, Icareus) as additional venues for growth, whereas the other firms still
use networking (DynaRoad, Evalua) and cold-calling (DynaRoad) as their main venues for
further business.

4.1.2 Innovativeness

The case firms demonstrated strong innovativeness by creating services that did not previously
exist, solving existing problems in new ways, or entering new markets. Comments made by MPS
and Citec best exemplify this finding: As already mentioned, MPS original services at the time
when they were introduced were “nothing the people [clients] had experienced before” (MPS
founder); One of Citec’s first customers was “building a biogas plant, which was the second one
in the world for treating household waste, making biogas of household waste... and we
developed our own technology with four, five patents [for that client’s project]” (Citec founder).

All organizations had incremental innovations, but only three (MPS, Citec, DynaRoad)
developed radical ones, with just MPS and Citec having developed more than one radical
innovation. In this regard, the radical degree of innovation in DynaRoad’s original product has
been difficult to replicate because subsequent products have been enhancements to the original
creation. Citec has a handful of radical innovations, some of which are backed by patents as
mentioned above, but these emerged less frequently than incremental innovations. Lastly, two of
MPS’s innovations can be considered radical because at the time when they were introduced,
such services were first-to-market in many of MPS’s target markets. These differences in radical
innovation production may be related to differences in the firms’ development, because as both
MPS and Citec are mature firms, they may have had more time to develop subsequent radical
innovations than DynaRoad, which is emerging from its early stages. In addition, the stage at
which the firms’ innovations emerged varied: MPS and DynaRoad were incepted to pursue their
radical innovations, while Citec’s came at a later stage. Separately, the data suggests that
incremental innovations (as compared to radical innovations) were the most frequently produced
by all firms, however, not all of these were co-created with clients. MPS explained that all of its
business ideas emerged from within the firm. Citec identified some of innovations during client
engagements, however, the development of such innovations (some of which were later patented)
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was not co-created with customers. Conversely, DynaRoad, Icareus, and Evalua have typically
co-developed their innovations with clients.

It is important to note that as a result of their radical innovations, MPS and DynaRoad went
through a period of ‘product’ or market development, which inter alia kept them domestic for
five and three years respectively. The firms deemed this necessary in order to develop
completely new markets, a mature product (DynaRoad), and a strong reputation (MPS) prior to
engaging in international markets:

“It took a couple of years just to get the technology to a point where it could be easily localized
and it was something that would be interesting, to global markets’ —DynaRoad MD”

“Those networks, we needed to build three, from three to five first years, the belief in what we
do... So we needed, | have to honestly say that we needed to build the belief in what [our original
services were] first” —MPS founder

In all instances, radical innovations facilitated entry to foreign markets, while incremental
innovations seem to have become more instrumental in markets where the firm was already
operating. The data revealed that the radical innovation is what seemed to initially attract the
business to a foreign country whereas incremental innovations occurred most frequently once the
firm and client(s) were already working together. In contrast, Citec’s innovations were less
related to its delayed entry into foreign markets. More specifically, the founder believed no
international customer would be interested in Citec’s services unless it demonstrated a history of
positive results, prompting the firm to develop its domestic sales prior to going international.

4.1.3 Risk-Taking

We investigated the risk taking proclivity of our case firms by assessing their willingness to
commit resources to their international development despite the possibility of substantial loss.
Three of our most interesting results are as follows. First, it appears that firms with the ability to
export are more willing to take international risks than firms who cannot, given that the required
resource commitments are lower. For example, much of Icareus’ technology can be packaged
and exported virtually to anyone in the world, which in essence requires a minimal commitment
of international resources. In comparison, MPS’ personnel assessment services are co-produced
with their clients, hence requiring an international presence and pointing to a much higher level
of resource commitment. Second, the results suggest that the higher a firm’s development and
accumulation of resources, the more calculative it becomes in making international resource
commitments. For example, MPS and Citec will only establish new partnerships or make
acquisitions (Citec) if the related international opportunities fit or complement their extant
services portfolio, whereas Icareus’ and DynaRoad’s seem more willing to commit resources to
opportunities that expand their international services portfolio beyond current boundaries. Third,
most firms seemed to have a preference to internationalize in nearby markets before going
further outward, given the perceived similarities to the home market and the availability of local
networks. Sweden, Denmark, or Norway was most frequently sought as the first international
market, although DynaRoad’s first foreign entry was fortuitously in the USA as a result of the
founder’s attendance at a local academic conference.

The availability of local networks and target market maturity were two additional elements that
appeared to influence the firms’ risk taking behavior. For example, MPS, Citec, and Evalua
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demonstrated a preference to internationalize via its networks (partnerships, etc.), and Citec’s
recent international acquisitions tend to be companies that have prior history with the firm.
Similarly DynaRoad has a policy to secure at least one customer to fund and jointly develop
products, perhaps restricting its ability to independently choose entry into particular foreign
markets. In comparison, DynaRoad and Icareus have also risked international entry without their
networks, however, this was primarily due to their ability to export all or most of their offerings,
which is something the other firms can’t do. In two cases (Icareus and Evalua), the risks of
internationalization per se appeared subordinate to finding foreign markets that were sufficiently
‘mature’ to fit the firm’s offerings: e.g. only countries offering interactive digital TV services are
markets for Icareus; Evalua only targets countries where occupational health issues are of
significant importance as in their domestic market:

“And | [knew] already, before starting the [internationalization] process, that Sweden and
Netherlands would be the countries where | would like to go, because | knew from the past and
from my experience that the systems would be the, having the closest resemblance to the Finnish
system...in the occupational health and also in kind of a mindset and way of thinking” —Evalua
founder.

“in our business...we need that some TV operator or TV broadcaster want to start digital
transmission and want to provide interactive services. And of course if there’s some country, |
don’t know, somewhere in Asia or wherever, if they are not in the process of going to digital TV
or starting IPTV, it’s no use that we go out [and say], we have this IPTV stuff or digital TV”’—
Icareus founder

All companies continue to pursue additional international opportunities, but the risk-taking
proclivity of some firms seems to have changed. That is, Evalua has few plans to internationalize
further until its potential target markets mature further or until it can establish international
networks that facilitate foreign entry; and DynaRoad continues its policy to secure at least one
customer to fund and jointly develop products. That said, Icareus and DynaRoad remain strong
in their internationalization initiatives via networking and through additional funding and hiring
(DynaRoad).

We believe the differences in entrepreneurial orientation between firms are mainly related to
differences in their development, with DynaRoad, Evalua, and Icareus being the least developed.
More explicitly, the data suggests that the lower the development of a firm, the stronger its
proactiveness, innovativeness, and risk-taking, but as that firm develops, those elements become
more calculative, more structured, and less spontaneous.

4.2 Foreign Development of sSINVs
4.2.1 International Market Selection & Entry

The international market selection and entry of all firms seemed to be both deliberate and
fortuitous. On the one hand, when entry was deliberate, the most common criteria to select
countries were the availability of networks in target locations, market attractiveness, perceived
opportunities, and language capabilities of firm staff. As already mentioned, most firms seemed
to have a preference to internationalize in nearby markets before expanding outward. Entry was
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typically achieved via networking, partnerships, acquisitions, subsidiaries, or cold-calling. For
example, MPS’s founder describes their entry into Japan: “‘we recruited a Japanese person [in
Finland]...who took care of our Japanese clients in Scandinavia...for more than ten years, and
then [he] moved back to Japan...and represented us there”. On the other hand, when entry was
serendipitous, it typically emerged from events such as attending international conferences,
organizing or participating in trade shows, or obtaining direct international orders. These
findings revealed that the fit between foreign markets and the firms’ innovations as a reason to
select particular locations for entry was often subordinate to the other reasons mentioned above.
Evalua and Icareus are exceptions to the previous statement in that the target countries of both
firms needed to have a specific level of ‘maturity’ before they could be considered actual
markets: “China is not mature enough for [our services]. | mean they are treating their labor
[terribly], why should they consider [our services]?” —Evalua founder.

Although our case firms are similar in that they operate in highly-specialized service sectors,
their speed to internationalization varied significantly. Icareus’ and DynaRoad’s ability to license
and/or export their products abroad facilitated their international entry two and three years
respectively after inception. Evalua also internationalized quite rapidly, just two years after
inception. In contrast, the international entry of MPS and Citec firms appeared to delay for two
reasons. First, both firms needed to establish a new highly-specialized market for services that
were rare, non-existent, or required the ‘education’ and ‘training’ of target customers. Second,
MPS and Citec sought to build a strong reputation prior to internationalization because the
founders of both firms believed that this was an essential way to secure business, particularly as
both remarked that in services, reputation is absolutely fundamental to growing the business:

“our business is offering services, which [are] very much judged through yourself as a person
because your product is yourself”—MPS founder.

“we had three reasons for growth. First of all, big customers, international, global
customers...they like to see of course economical figures of the company, and growth is one of the
key metrics, | should say. | mean if you're coming to a big company and showing up a negative or
non-growing company, it gives not the right signals. So we were aware of, that we have to grow
in order to show that this is a company coming” —Citec founder.

Citec’s international entry was further delayed because during the first 3 years, the founders
worked the firm on a part-time basis. However in the 4™ year, both founders worked full-time
and took the firm international 3 years after that.

Contrary to extant service internationalization literature (e.g. Clark & Rajaratnam 1999;
Lovelock & Yip 1999; Davis 2004), none of the case firms reported to have faced particular
difficulties in entering their extant foreign markets due to government policy & regulation, labor
laws, or the characteristics of services. Moreover, in comparison to Erramilli & D’Souza (1993)
the firms’ low level of capital intensity appeared to have less influence on their decision to enter
geographically and culturally distant countries (as demonstrated by Icareus and DynaRoad) than
the aforementioned elements of networks, market attractiveness, etc.
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4.2.2 International Market Penetration

During their early stages, all case companies seemed to experience a slow progression in
penetrating foreign operations. Three elements that emerged as penetration hurdles were the
degree of ‘novelty’ in the services offered, the maturity of the target market (that is, whether the
target market was more or less developed than the domestic market, helping to determine the
level of adjustment required to the services offered), and the availability and interconnectedness
of local networks. More specifically, the high degree of novelty in MPS’ and DynaRoad’s
services required the firms to educate their target market at the beginning stages in order to
create demand. This meant that further expansion required more ‘educating’ and therefore took
time. At the same time, the companies depended on the overall development of their target
markets. For example, as MPS grew, the markets in which it operated also developed,
significantly raising awareness for its services, thus making market penetration easier: “it's not
only our own reputation, but it is also the fact that leadership, management issues, HR issues,
have become much more important, since '92”” -MPS founder. Similarly, when DynaRoad’s
markets were more ‘advanced’ than that of Finland, the firm’s products were adjusted to satisfy
clients’ needs, and when they were ‘less advanced’, the firm defaulted back to ‘educating’
customers. In DynaRoad’s case, two additional reasons have hindered market penetration: first,
DynaRoad believes its target clients are not well interconnected (as in other industries) and hence
rarely share or disseminate information about the firm’s products; second, clients consider
DynaRoad’s products a competitive advantage and therefore do not wish to divulge the existence
of such products.

Conversely, Icareus’ acquisition and development of additional technologies allows them to
package multiple services within the same target market, hence increasing revenues and making
penetration easier. Similarly, Citec’s expansion has been facilitated by the development of
incremental services tied to its main portfolio, and more recently by acquisitions.

4.2.3 Firm Growth

The case firms have achieved varying levels of growth in terms of sales, number of employees,
or number of foreign markets entered. Citec and MPS are the most developed by all three
measures, and they are also the oldest. In turn, DynaRoad, Icareus, and Evalua are still
developing, with DynaRoad still working toward profitability. Today, MPS and Icareus have the
broadest world coverage with operations in thirty and forty countries respectively, whereas Citec,
DynaRoad, and Evalua have a presence in seven, six, and two international markets respectively.

Our results revealed that the two most prominent reasons for growth were the firm’s own
aggressiveness in pursuing opportunities (i.e. proactiveness), and their use of networks. For
example, DynaRoad, Icareus, and Citec all obtained some of their largest clients via cold-calling.
In turn, MPS and Evalua attribute their growth almost fully to opportunities that have emerged
from within their networks and networking activities.

Table two below provides a summary of our empirical results.
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Table 2. Empirical Results Summary

International Entrepreneurial Orientation

Foreign Development

MPS

Strong proactiveness via networking

Incepted to pursue radical innovation

Created two radical and multiple incremental
innovations—all within the firm

Risk appetite to internationalize strong during
early stages but more structured today

Nordic region preferred as first foreign entry
Radical innovations kept firm briefly domestic
but later facilitated foreign entry

Prefers partnerships as main foreign entry
mode

Has reached mature stage in terms of growth

Citec

Strong proactiveness via networking and cold-
calling

Started with incremental innovations and later
developed radical ones

Some innovations developed in-house and
others jointly with clients

Risk tolerance to internationalize strong but
structured

Nordic region preferred as first foreign entry
but now has major operations in Asia and
Central Europe

Chose to have domestic growth prior to
internationalizing

Incremental and radical innovations facilitated
foreign entry and penetration

International entry via partnerships,
acquisitions, and whole subsidiaries

Has reached mature stage in terms of growth

DynaRoad

Strong proactiveness via networking and cold-
calling

Incepted to pursue radical innovation and has
produced multiple incremental ones

All innovations jointly developed with clients
Risk appetite to internationalize as strong as
during inception

No regional preference for first foreign entry
Radical innovations kept firm briefly domestic
but later facilitated foreign entry

Emerging from initial stages; has yet to
achieve profitability

Icareus

Strong proactiveness via networking and cold-
calling

Started with undeveloped innovations that later
evolved to incremental ones; has not yet
developed radical innovations

Risk appetite to internationalize as strong as
during inception

Regional preference for first foreign entry
dictated by target market ‘maturity’
Incremental innovations facilitated foreign
entry and penetration

Emerging from initial stages; financially
independent; working toward critical growth

Evalua

Strong proactiveness via networking

Started with developing innovations that later
evolved to incremental ones; has not yet
developed radical innovations

Risk appetite to internationalize weaker than
inception

Regional preference for first foreign entry
dictated by target market ‘maturity’
Innovations had little or no influence in
foreign entry and penetration

Emerging from initial stages; financially
independent; working toward critical growth
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5. Discussion and Proposition Development

In this section, we discuss our empirical findings in order to identify emerging patterns and
compare them to extant research. More specifically, we analyze the international entrepreneurial
orientation (IEO) and foreign development elements to identify relationships between them and
juxtapose such relationships with earlier studies. On the basis of this analysis, we advance a
theoretical framework and six propositions related to the IEO — foreign development relationship
of sINVs.

5.1 Proactiveness and firm growth

As we previously mentioned, all firms demonstrated strong proactiveness mainly via networking
and cold-calling activities. Not only did our case firms aggressively seek out, establish, and
expand their own networks, but they used such networks to anticipate and act upon emerging
opportunities. For example, Citec’s and DynaRoad’s largest-revenue customers emerged from
within the firms’ networks; Evalua was incepted to pursue a network-derived opportunity; and
MPS used its networks to successfully commercialize two radical innovations at separate points
in time. These findings contradict Sundbo (1997) who suggests service firms are not very
efficient in establishing or using external networks. On the other hand, our results find support in
(non-service specific) studies that suggest networks are a primary source for the discovery and
exploitation of entrepreneurial opportunities (Hakansson & Snehota 1995; Hoang & Antoncic
2003; Harris & Wheeler 2005; Zhou et al. 2007). Separately, DynaRoad, Citec, and particularly
Icareus were also very active in cold-calling, which introduced Icareus into Sweden and Citec
into Norway. This finding contradicts much of the internationalization literature which suggests
companies internationalize through networks (e.g. Johanson & Mattsson 1988, 1992) or that
service firms establish foreign operations to follow clients or seek new markets (Erramilli 1990;
Majkgard & Sharma 1998) because in these particular instances, both firms simply pursued the
opportunities directly, without the benefit of networks or without having specifically targeted
Sweden and Norway as potential markets.

The data suggests that the years when the firms achieved their strongest results coincide with the
firms’ most proactive efforts to grow. For example, the year after DynaRoad emerged from
external ownership, the firm revamped its full-time sales staff and realigned its sales strategies in
search of opportunities that led to revenue growth of more than 230% that year (in comparison to
a yearly growth average of 128% up to that point). Similarly, in 1989 Citec began to experience
unprecedented revenue growth because of their partnering efforts and because the founders
became full-time employees. As a result, the company’s sales grew five-fold over the following
five years. In the words of one of the founders:

“from '84 to '89, five years...[Citec] was growing very slowly, | think [in] '89 we were six
employees ... But then we [joined] a company...that was an engineering company...that gave an
umbrella...[and in “89] I started one hundred percent to work for the company... I should say,
then it started to grow very fast, this company”

Similarly, while actively scanning for new business opportunities, Icareus acquired a bankrupted
competitor in 2004, which increased the number of product lines and number of international
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markets, and grew international sales by 372% (total sales growth grew 212% in comparison to
98% the previous year). These findings suggest a strong relationship between proactiveness and
firm growth, and find support in extant research (e.g. Lumpkin & Dess 1996, 2001).
Furthermore, our results appear to align with Lumpkin and Dess (1996) who propose that
entrepreneurial orientation has a stronger link to performance when the firmisin a
technologically sophisticated environment than the opposite low-tech environment. However, we
wound need additional studies to investigate this point further since four out of our five firms
operate in technologically sophisticated environments. Based on the preceding discussion, we
believe that proactiveness and firm growth are related, particularly when the firm operates in
international markets. Consequently, we advance our first proposition:

Proposition 1: The proactiveness of a sSINV is positively related to firm growth in foreign
markets

5.2 Innovativeness and its links to market entry and penetration

In investigating links between sINV innovativeness and market entry & penetration, we focused
our analysis in three areas. First, we evaluated the firm’s innovativeness in terms of radical and
incremental innovations. The aim was to identify the firms’ ability to create and duplicate such
innovations at various points in their development. Second, we searched for emerging patterns
between innovativeness and market entry and penetration while assessing if the patterns varied
when the innovation was radical or incremental. Third, we wished to identify additional patterns
related to sSINV innovativeness and foreign operations that we may not have initially considered.
Each of these is discussed next.

As previously mentioned, all firms had incremental innovations, but only MPS, Citec, and
DynaRoad developed radical ones with just MPS and Citec having developed more than one
radical innovation. The developmental stage at which our firms’ innovations emerged finds
mixed support in extant studies. Consistent with Gallouj & Weinstein (1997), Citec’s innovations
progressed from incremental to radical. However MPS and DynaRoad were incepted to pursue
radical innovations as suggested in Born Global literature (e.g. Gabrielsson et al. 2008). This
latter finding suggests that the development of radical versus incremental innovations is
idiosyncratic to each firm and at times may be different than a “trial-and-error’ development
process that culminates in radical innovations (Gallouj & Weinstein 1997). This may be
particularly true of sSINVs as international service offerings must typically be adjusted to local
environments (Clark et al. 1996; Lovelock & Yip 1996; McLaughlin & Fitzsimmons 1996;
Samiee 1999), hence promoting the creation of incremental innovations (as enhancements or
adaptations) more so than radical ones. In this regard, the case firms generated incremental
innovations more commonly than radical ones, and only MPS and Citec have successfully
commercialized subsequent radical innovations. These findings suggest that as firms mature,
they are increasingly likely to enter an innovation production ‘cycle’ that fluctuates between
radical and incremental innovations, regardless of the starting innovation type, as demonstrated
by MPS and Citec. In the context of a firm’s international progression, it is important to identify
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patterns that may emerge in innovation development because they may coincide with particular
patterns of international entry, penetration, or growth. In other words, gaining insights about
whether radical innovations are followed by incremental ones or vice-versa would help
determine if such cycles coincide with varying patterns in international entry, penetration, and
foreign sales growth Based on these results, we believe that the radical innovation(s) of SINVs
are typically preceded by a period of incremental innovation production, and this cycle repeats
when further radical innovations are created.

Interestingly, the radical innovations of some firms seemed to both delay and facilitate the
companies’ international entry. On the one hand, the degree of ‘radicalism’ or novelty of the
firms’ innovations caused a delay in three firms’ international entry. This delay was prompted by
a need to develop a mature product (DynaRoad), a drastically new market (MPS), and a strong
reputation (MPS, Citec) prior to engaging in international markets. More specifically, DynaRoad
delayed its international market entry after attending international conferences and trade shows
where it determined that its products needed to be adjusted to better satisfy international
standards and expectations. Similarly, MPS went through a brief period of domestic growth,
which it considered necessary to develop its market and build a reputation prior to
internationalizing. These results suggest that, contrary to some of the Born Global and related
literature (Oviatt & McDougall 1995; Gabrielsson et al 2008), the ‘novelty’ in some of our case
firms’ innovations prompted the companies to delay international entry, even if at times the
innovations could offer a competitive advantage over indigenous firms. This finding aligns with
Erramilli et al. (2002) who propose that service firm foreign market entry is moderated inter alia
by the degree of uniqueness of the offering. On the other hand, once Citec and DynaRoad had
decided to go international, their radical innovations facilitated their ability to enter foreign
markets: Four of Citec’s patents facilitated their market entry into Japan and several locations in
central Europe; while DynaRoad’s product uniqueness facilitated entry into six countries in three
continents. MPS stands out in that the firm used a radical innovation to successfully penetrate
extant markets. In contrast, the data suggests that incremental innovations are most instrumental
in penetrating extant markets. For example, thanks to the recent acquisition of new technology
(i.e. an incremental innovation) Icareus can now sell additional services to extant clients and
integrated services to new clients, which has improved their penetration in some markets. Based
on these results we make the following propositions:

Proposition 2: Radical innovations facilitate a SINV’s foreign market entry,
Proposition 3: Incremental innovations facilitate a SINV’s penetration of extant foreign markets

Proposition 4: The more radical the innovation, the longer a sINV takes to develop its extant
foreign markets

One of our early intuitions in this investigation was that the perceived fit between a firm’s
innovations and its target foreign market would be a fundamental reason for entrepreneurially
oriented firms to select and enter that market, as implied in some of the services literature (e.g.
Ekeledo & Sivakumar 1998; Erramilli et al. 2002). But as the data revealed, only Icareus and
Evalua internationalized based on such a fit, given that the target market of both firms needed to
be at a particular ‘maturity’ stage, as mentioned earlier. In the other firms, fit was subordinate to
other seemingly more important reasons in choosing foreign markets as supported by extant
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research, including availability of networks in target geographies (Coviello & Martin 1999;
Majkgard & Sharma 1998), market attractiveness & perceived opportunities (Erramilli 1990;
Majkgard & Sharma 1998), and language capabilities of firm staff. We therefore propose:

Proposition 5: The fit between a sINV’s innovation(s) and a foreign market as a reason to enter
that market is subordinate to the availability of networks at the target country

5.3 Risk-taking and foreign market entry

The relationship between risk-taking proclivity and the foreign market entry of our case firms
seemed to be affected primarily by three elements: the ability (or lack thereof) of firms to export;
the firms’ availability of local networks; and the development stage of the firm. As previously
mentioned, exporting or licensing (lcareus, DynaRoad, Citec) requires minimal resource
commitments in foreign locations and therefore involves less risk in comparison to MPS and
Evalua (and Citec for non-license services) who require an active international presence (such as
subsidiaries or partners) to deliver their services. Consequently, the risk-taking proclivity of MPS
and Evalua appears lower than the other firms. By the same token, both MPS and Citec (our
most mature firms) became more calculative in their international resource commitments as their
organizations matured, whereas the other firms seem more willing to pursue international
opportunities less calculatingly. The availability of networks in the target markets stood out as
major criteria to select and enter foreign countries, as demonstrated by the historical
internationalization actions of MPS, Citec, and Evalua previously mentioned. Of course, other
elements also played a role, including regional preferences, perceived market attractiveness, and
likeness to domestic markets among others. However, these influences appeared to be
subordinate to the others mentioned above. As a result, we propose:

Proposition 6: The risk-taking proclivity of sINVs when selecting and entering foreign markets is
6a: positively influenced by the firm’s ability to export or license;
6b: positively influenced by the firms' availability of networks in the target country

6¢: negatively influenced as the firm matures and accumulates resources;

Figure 1 below illustrates the resulting conceptual framework that captures the advanced
propositions.
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Figure 1. Conceptual Framework for the entrepreneurial orientation of SINVs and its link to
international development
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6. Conclusion

This paper presented an empirical study about the international entrepreneurship orientation
(IEO) of services International New Ventures (SINVS) and its relationship to their foreign
development. Based on entrepreneurship and international services literature, we developed our
research question: How does the international entrepreneurial orientation (IEO) of sINVs affect
the firm’s foreign market entry, market expansion, and growth? Based on our findings we
developed a theoretical framework and six propositions that relate IEO to sINV foreign market
development.

Our analysis revealed the presence of a relationship between a sINV’s international
entrepreneurial orientation and its international activities, however, the findings varied across the
elements examined. In summary, strong levels of proactiveness coincided with firm growth and
international expansion. We also found that the more radical the innovation, the longer a sINV
took to penetrate foreign markets, although radical innovations facilitated international entry
while incremental innovations helped penetrate extant markets. Furthermore, the fit between a
firm’s innovation and a foreign market as a reason to enter that market was found to be
subordinate to the availability of networks in the target country in most cases. Separately, the
link between risk appetite and internationalization appeared to be affected inter alia by three
elements; ability to export, availability of local networks, and development stage of the firm.
Two of our most interesting findings were about a sINV’s innovativeness. First, radical
innovations tended to be preceded by incremental ones, and when more radical innovations
emerged, they tended to fluctuate between periods of incremental innovation production.

We acknowledge that the international operations and performance of sINVs may also be
influenced by elements other than those discussed in this paper, including networks, internal
resource development, and exogenous events. However, for purposes of focus, our study
concentrated only in the aforementioned elements. We also recognize that longitudinal studies
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may be better suited to understand sINV innovativeness and international development, as both
are ongoing processes that develop over time and typically change. In addition, this was an
investigation intended to identify extant patterns in SINVS’ international entrepreneurial
orientation. As a result, we believe there is significant value in further research about sINVs in
general, but also about their continual international entrepreneurial orientation and international
performance. One particularly interesting area for further research would be a study about the
international entrepreneurial orientation of sSINVs through the lens of causation and effectuation
(Sarasvathy 2001) in order to understand how the firms manage the creation of new international
service markets.

We believe our study contributes to theory by providing empirical results about a SINVs
international entrepreneurial orientation; addressing a historical shortage of studies about
international services; and introducing empirical insights about international service firm
innovativeness that may lend weight to future studies in this area. Moreover, we contribute to
earlier sINV studies (Coviello 2006; Coviello & Cox 2006) by including non-software firms at
various stages of development.
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