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The Born Firm Miscellany: Building International New Ventures Typology


Abstract
International New Ventures (INVs) literature is greatly fragmented into various born firm types (e.g., born global, born regional, born again global, and several others). The goal of this study is to undergo an investigation of current and potential INV types and to theoretically derive an integrative typology that incorporates all variants. A list of potential variables is offered which serves as a list of dimensions for cluster analysis which is the method of choice here to create the typology. Implications for research and practice is discussed. 



The Born Firm Miscellany: Building International New Ventures Typology
	During the last two decades the global marketplace has become more intertwined than ever before. As a result, researchers and practitioners are now interested in better understanding the dynamics of the global marketplace and how young firms adjust to the effects of globalization. Considering the fact that most developed markets recognize small businesses as the key to healthy economy, emerging markets should benefit from creation of business environment where small businesses can thrive in domestic and international markets. In the process of studying small businesses within an international business context, a seminal study of Oviatt and McDougall (1994) defined the international new venture (INV) as “a business organization that, from inception, seeks to derive significant competitive advantage from the use of resources and the sale of outputs in multiple countries.” Since their seminal work, academia has seen a spur of research related to INVs. “Born Global” firms have been defined by Knight and Cavusgil (2004) as “companies that expand into foreign markets and exhibit international business prowess and superior performance, from or near their founding.” INVs and born global firms research, at least initially, subscribed to global strategy perspective. However, the limitations of global strategy have been successfully questioned within the context of multinational enterprises (Rugman and Verbeke 2004). Along the same lines, many authors, studying small and medium enterprises, pointed out that often international new ventures are not born global, but rather “regional” or “gradual” (Chetty and Campbell-Hunt 2003; Lopez et al. 2009; Moen and Servais 2002). Yet, another research stream has recently hinted at the existence of INVs that are “born glocal”. In other words, born glocal firms are firms that “think globally but act locally” (Kefalas 1998; Svensson 2001; Svensson 2006).
	While there is a lot of healthy, productive, and fruitful debate taking place among INVs researchers, to author’s best knowledge there is no research that attempts to integrate all these variants of INVs into a typology that can help us understand the underlying dimensions that dictate the existence of different types of INVs. Such a typology could help us not only organize existing INVs research, but could also potentially help us find more types of INVs. It is the goal of this study to undergo an investigation of current and potential INV types and ultimately build an integrative typology that incorporates all variants. Thus, this research asks twofold question. What are the underlying dimensions along which we can differentiate international new ventures? Can these dimensions help us complete the typology of international new ventures? 
	The research of international new ventures is for the most part entrenched in strategic management theory, entrepreneurship theory, and network theory. These three theory perspectives offer a great starting point for search of the underlying dimensions. Young start-up companies, domestic or international, often face resources constraints. “Resources are constraint by their young age and usually small size” (Oviatt and McDougall 1994). Research suggests that INVs usually posses some unique resources that allow them to launch their ventures in one or more international markets. Such unique resources tend to be knowledge-based resources. One reappearing resource takes form of some international knowledge that founders of INVs bring with them (Knight and Cavusgil 2004; Oviatt and McDougall 1994). Due to the lack of resources, INVs often rely on alternative governance structures (Oviatt and McDougall 1994). Therefore, often INVs engage in various partnerships with foreign parties (e.g., outsourcing of production, distribution, marketing, and other functions of a business). In addition, many of INVs founders are entrepreneurs who present high risk tolerance, behave autonomously, and act proactively when it comes to pursuing innovative international business opportunities  (Andersson and Wictor 2003; McDougall and Oviatt 2000). 
	When thinking more broadly of how both, domestic and international, new ventures get established, one starting typology can be envisioned. This starting typology is depicted in Figure 1. This typology explains existence of new ventures on two dimensions. Specifically, market reach and strategy dimension. New ventures can start in their local market, regional market (e.g., North America, Europe, Asia, etc), or global market. At the same time, new ventures can adopt the standardized strategy, where one solution is offered to all customers; or new ventures can adopt the adaptive strategy where more customized solutions are presented to market in order to answer more precisely to the needs of customers in various markets. While these two dimensions are often the underlying dimensions of existing research, other variables relevant to INVs have been discussed in the literature. For example, time lag from the founding of the firm to its first international activities (Kuivalainen et al. 2012) and foreign markets knowledge base as a form of dynamic capabilities (Weerawardena et al. 2007) have been produced fruitful insights into the phenomenon. While the two dimensions presented in figure 1 offer a starting point, this study considers a wider list of variables as potential dimensional candidates for the cluster analysis method used here. 
	The cluster analysis method is the most suited one for this study because of its capability to identify underlying typologies based on a list of theoretically derived dimensions. Cluster analysis will help to maximize the homogeneity of the different INVs within the clusters, while also maximizing the heterogeneity between the various INVs types presented in Figure 1 (Hair et al. 2010). Based on the existing conceptualization of various INVs, this study identified three INVs and two domestic new ventures. Refer to Figure 1 for illustration of this typology. However, because other types of INVs still may exist, this research will initially undergo hierarchical cluster analysis in an effort to identify other potential cluster solutions. Dimensions identified from strategic management theory, entrepreneurship theory, and network theory will guide the hierarchical cluster analysis. Once this is accomplished and the most appropriate cluster solution is identified, then the K-means nonhierarchical clustering algorithm using the optimizing procedure will be utilized in an effort to refine the results by allowing the switching of cluster membership. This combined hierarchical-nonhierarchical approach is recommended by many researchers (Hair et al. 2010). 
	This research can offer substantial contribution to understanding international new ventures. International new ventures research stream made a significant progress in recent history. However, at the moment, it is in somewhat of a fragmented state. The proposed typology could offer more holistic view and understanding of the state of this research stream.  In addition to academic contribution, practitioners could greatly benefit from realizing various international start-ups options. Small businesses tend to be the driving economic force in a healthy economy. Additionally, in today’s globalized world any emerging economy must be open to international trade. Thus, in order for emerging markets to grow into healthy economy, policy makers and business owners must have a good understanding of how small start-up businesses can compete in foreign markets. This research will offer some insight for all parties involved – academics, practitioners, and policy makers. 
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FIGURE 1
STRATEGY / MARKET REACH TYPOLOGY
[image: ]

image1.jpeg
Adaptive

Bom Local

Adaptation

Strategy

Traditional
Bom Local

Standardization

Local

Born
Regional

Market Reach

Born Glocal

Born Global

Global




