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Entrepreneurial Behavior and SME Internationalizaiton: 
Conceptualizing the Dynamics of International Entrepreneurship 

Abstract

This paper contributes to the existing research by integrating the notions of opportunity recognition and international entrepreneurial orientation into the body of the new venture theory of internationalization. It helps to explain and understand which factors compel SMEs into a rapid mode of internationalization or into a stage--wise approach. A conceptual framework is developed that presents potential relationships between key concepts from the field of entrepreneurship on the one hand and the degree of internationalization and the performance of an internationalizing SME on the other. Our results suggest that internationalization may not just be the result of one or multiple push or pull factors, but that internationalization itself may significantly influence the international entrepreneurial orientation and the opportunity recognition capabilities of a firm. Consequently, internationalization may be seen as an independent variable, a fact that was largely neglected in past research on SME internationalization.
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INTRODUCTION

Scholars from the field of Entrepreneurship, but also from the field of Strategy and Organizational Sciences have paid increasing attention to the phenomenon of born--globalfirms  (Crick, 2009; Madsen and Servais, 1997, Rennie, 1993). These firms, which are also known as International New Ventures (INVs) (Oviatt and McDougall, 1994), Global Start--ups (Oviatt and McDougall, 1995), and Early Internationalizing Firms (Rialp et al.  &and, 2005) internationalize virtually from their inception. By “leapfrogging” (Moen and Servais, 2002, p. 66) into the international arena they thus present a challenge to traditional theories on internationalization, which depict the internationalization trail of firms primarily as an incremental process, which necessarily passes through several stages over a lengthy period of time (Aharoni, 1966; Barrett and Wilkinson, 1986; Bilkey and Tesar, 1977; Cavusgil, 1982; Crick, 1995; Czinkota, 1982; Hedlund and Kverneland, 1985; Lim Sharkey &and Kim, 1991; Moon and Lee, 1990; Reid, 2003; Stopford and Wells, 1972; Wortzel and Wortzel, 1981).

Most prominently those challenges became manifest in the proposition of the International New Venture Framework (INVF) by Oviatt and McDougall (1994) in response to the Process Modell of Internationalization (PMI) by Johanson and Vahlne (1977; 1990). Even before the publication of that paper, other scholars had voiced their concerns that the PMI falls short of explaining certain internationalization paths and especially the existence of born--global firms (Hedlund et al., 1985; Millington and Bayliss, 1990; Newbould et al. &and, 1978; Turnbull, 1987; Turnbull and Valla, 1986; Varaldo, 1987). However, Oviatt and McDougall did not just join the choir of critics. More importantly, they brought forward their own framework of internationalization. The authorstriggered not only another round of academic discussion pointing towards the limitations of the PMI (Knight and Cavusgil, 1996; Oesterle, 1997; Preece et al.  &and, 1999). They also provoked some critique on their newly established INVF (Hordes et al. &and, 1995; Moen et al., 2002). Looking at newer theoretical findings on internationalization Wolff and Pett (2000, p. 35) stated that “literature now suggests two discrete ways that small firms internationalize – ‘international at founding (Oviatt et al., 1994) and ‘international--by--stage’ (Johanson and Vahlne, 1977)”, for many researchers two conflicting models. 

The aim of this article is to address the questions what factors may influence the expansion paths of small and medium sized enterprises (SMEs). It investigates key reasons which can compel SMEs into a rapid mode of internationalization as described by the INVF or into a stage--wise approach as postulated by the PMI. Propositions summarize potential linkages among key concepts from entrepreneurship research on the one hand and the degree of internationalization and firm performance on the other. We investigate this research frame by following other researchers in the field of International Business, e.g. Oviatt and McDougal (1995), who chose aqualitative approach, involving a multi-case basewith internationalizing SMEs.


LITERATURE REVIEW

Factors influencing Internationalization of SMEs

The existing literature on internationalizing SMEs provides a range of factors influencing the internationalization of SMEs. Among the most prominent ones are, for example, resources, the environment, the industry type the company is engaged in, and the firm’s personnel. [for a comprehensive overview of these commonly cited push and pull factors see Etemad (2004)]

Oviatt et al. (1995), for example suggest that young firms with intangible resources are more likely to internationalize quickly and successfully. In a similar vein, Bürgel and Murray (1998) discovered that start--ups that did not internationalize were more likely to have fewer innovative products. Yet another but intangible resource, namely reputation, proved to be important in the internationalization activities of SMEs (Zahra et al.  &and, 2003).

Environmental constraints such as limited domestic growth, plays a role when firms consider venturing abroad (Coviello and Munro, 1995; Karagozoglu and Lindell, 1998). So does international competition: the more globalized an industry is, the more likely is a firm to internationalize (Coviello et al., 1995). Furthermore, it was established that the gross profits of an industry have a negative relationship on the degree of internationalization of its constituent companies (Bloodgood et al.  &and, 1996). 

The vast majority of research in internationalization was conducted on manufacturing firms. At the same time the extant literature also provides findings on service firms venturing abroad (Brock and Alon, 2009; Roberts, 1999). Thus, research on internationalization provides an interesting insight into the relationship between the type of industry a firm is engaged in and its internationalization pattern. As a rule service firms do not reach the same export levels as their peers from industry (Erramilli, 1991; Winsted and Patterson, 1998). Another study by Erramilli and Rao (1993) showed that the asset specificity of an internationalizing service provider has a significant influence on the choice of entry mode. 

Literature shows that the personnel working for a specific company may have a significant impact on the degree and extent of internationalization of the firm. Oviatt and McDougall (1996), for instance, established that new firms which are led by managers with foreign work experience were able to internationalize their ventures faster and more successfully. Bloodgood et al. (1996) in turn observed that ventures with a greater number of top managers experienced in international markets manage to grow their firms faster internationally than firms lacking international experience among their top managers. Bürgel et al. (1998) argued that startups led by managers who had received education abroad were significantly more likely to internationalize than those with managers who had undergone a purely domestic training. Similarly Roberts and Senturia (1996) noted that the international experiences of founders and is critical to international undertakings since it influences senior management willingness to commit resources to nondomestic markets.

Whilst these factors have been assessed multiple times to investigate their influence on the internationalization behavior of SMEs, fundamental concepts from entrepreneurship research were not used as means to that end thus far. The direct link has yet been made between the internationalization behavior of an SME and two fundamental concepts of entrepreneurship research: the idea of opportunity recognition and the thought of international entrepreneurial orientation. Hence, linking those concepts to the internationalization behavior of expanding SMEs holds promise for interesting insights into which internationalization trajectory will be followed. In addition, adding these two aspects can enrich the discussion on those factors explaining how successful internationalization is. Even after 40 years of research, the latter represents a field with inconsistent results and a more-questions-than-answers quandary, which calls for richer and better conceptual foundations (Glaum and Oesterle 2007).


International Entrepreneurial Orientation and Internationalization

International entrepreneurial orientation can be defined as a fundamental posture that describes managerial vision, innovativeness, and pro--active competitive posture in international markets (Knight and Cavusgil, 2005). It strongly influences those processes, practices, and decision-making activities (Lumpkin and Dess, 1996) that are associated with successful internationalization (Knight and Cavusgil, 2005).

International entrepreneurial orientation is rooted in the findings of Wiedersheim--Paul et al.  &and(1978) as well as Reid (1981). These scholarsestablished the term international outlook referring to the differences between foreign and domestic markets as perceived by the managers in charge. More recently scholars have introduced the concept of global mentality which is described as a person’s awareness of various cultures, the open--mindedness towards them and his ability to manage them (Fletcher, 2000; Gupta and Govindarajan 2002; Kedia and Mukherji, 1999). In this context, global mentality is very similar to the international entrepreneurial orientation and is seen in the proactive and visionary behavior of the manager when faced with taking risks whilst building relations abroad (see Fletcher 2000; Harveston, et al.  &and, 2000). The findings of Nummela et al.  &and (2004) indicate that experience in terms of management and market characteristics are important catalysts for global mentality, which in turn represent the key parameters for international performance.

As one of the fundamental components of international entrepreneurial orientation, innovation plays a particularly important role. Reid (1981, p. 101) stressed that “viewing exporting as innovation adoption gives us richer insight into how exporting is initiated and how it is developed”. Corroborating this view, Bleaney and Wakelin (2002) showed that innovating firms are more likely to be exporters than their non--innovating peers. Hence, the authors established a link between the innovativeness of a firm and its capabilities to venture abroad. In addition, organizations pursuing an innovative and entrepreneurial policy to strengthen competitiveness abroad positively impact both, the success and the resilience abroad(Bleaney and Walekin, 2002; Calantone et al., 2002). We therefore suggest the following: 

Proposition 1: Ceteris paribus, a higher degree of international entrepreneurial orientation increases a firm’s degree of internationalization 



International Entrepreneurial Orientation and Performance

Entrepreneurial firms construct, discover and exploit opportunities well ahead of their competitors (Miller, 1983; Hamel and Prahalad, 1994, Sathe 2003). Firms often engage in entrepreneurship to increase performance and expand their businesses through strategic renewal and leveraging new business opportunities (Guth et al., 1990; Stevenson et al., 1990).

Consequently, literature suggests that international entrepreneurial orientation in general and innovativeness in particular have a significant effect on a firm's performance. Aaby and Slater (1989), for example, argued that a firm needs to display a whole range of characteristics to become a successful exporter. According to them, factors include - among other things - an international vision, clear export objectives, favorable perceptions towards exporting activities, and a certain risk propensity. Calantone et al.  &and (2002) found evidence that a firm’s innovativeness is positively related to its performance. Similarly Narver and Slater (1990; 2004) argue that market orientation and business profitability are strongly correlated.

Hitt et al.  & (1997) suggested that internationalization has a strong positive effect on firm performance if the firm has a highly diversified product range. This finding was further substantiated by Knight and Cavusgil (2005) who established that international entrepreneurial orientation has a significant influence on the international performance of a company. Building on these findings we put forward that international entrepreneurial orientation is likely to influence the performance of an internationalizing firm.

Kuivalainen et al.  (2007) established that born--globals which displayed a larger degree of entrepreneurial orientation in terms of risk--taking, proactiveness and competitive aggressiveness, performed significantly better in the international marketplace than their peers along three dimensions, sales, profit and sales efficiency. Similarly Russel (1999) highlighted that the entrepreneurial posture is considered to directly influence firm performance. Therefore we posit the following:

Proposition 2: Ceteris paribus, a higher degree of international entrepreneurial orientation
increases a firm’s performance. 



Opportunity Recognition and Internationalization

Since Stevenson et al.  &(1985) stressed that opportunity identification and selection for new ventures are among the most important abilities of entrepreneurs scholars have devoted much attention to studying the process of opportunity recognition over the following two decades (Acedo and Jones 2007; Hills, 1995; Hills et al.  &, 1997; Hills and Shrader, 1998). Consequently opportunity recognition has been cited as an essential and exclusive component of entrepreneurship (Christensen et al., 1994; Gaglio, 1997; Gaglio et al., 2001). 

Interestingly enough this concept has so far not been explicitly applied in an international context. Casson (1982), followed by Shane and Venkataraman (2000) and Eckhardt and Shane (2003), defined entrepreneurial opportunities as situations in which new goods, services, raw materials, markets and organizing methods can be introduced through the formation of new means, ends, or means--ends relationships. Accordingly, we define international entrepreneurial opportunities as situations in which new goods, services, raw materials, markets and organizing methods can be introduced across national borders through the formation of new means, ends, or means--ends relationships. 

Following Christensen et al.  (1989, p. 3) who describe opportunity recognition as, “either a) perceiving a possibility to create new businesses or b) significantly improving the position of an existing business, in both cases resulting in new profit potential.”, we suggest that international opportunity recognition is either a) perceiving a possibility to sell products and services abroad or b) significantly increasing the amount of products and services sold abroad, in both cases resulting in new profit potential. Hence, significant insights could be gained by investigating whether some a specific capability such as international opportunity recognition exists at all, how this type of opportunity recognition differs from conventional, domestic opportunity recognition and how it influences the internationalization approach of a firm and its performance. Accordingly we suggest the following
Proposition 3: Ceteris paribus, a more pronounced international opportunity recognition capability increases a firm’s degree of internationalization.



International Opportunity Recognition and Performance

Karra et al.  & (2008, p. 446) posit  that “identifying opportunities for value creation lies at the heart of entrepreneurship”. Yet, it must be taken into account that international opportunity recognition adds additional dimensions. What makes international opportunity recognition special and what differentiates it from other types of market expansion or diversification is the fact that it actually allows the internationalizing entity to learn faster (Barkema et al., 1996). Moreover, research has shown that at least at the beginning of the internationalization process these learning effects have enabled firms to realize superior performance compared to their domestically focused counterparts (Ruigrok et al., 2003).  &Following the findings of these scholars we propose the following: 

Proposition 4: Ceteris paribus, a more pronounced international opportunity recognition capability increases a firm’s performance.




Internationalization and Performance

Venturing abroad ought to improve performance [e.g. see Beamish, Morrison et al.  & (2003)]. Being one of the most addressed research problems in the field of international management, approximately a hundred studies have investigated the question of whether and how internationalization affects firm performance (Ruigrok et al., 2007). The link between the internationalization and the performance of ventures has sparked--off widespread research throughout the last forty years. Researchers have not only provided literature reviews on this topic (Ramaswamy, 1992; Annavarjula and Beldona (2000), but also meta-analyses on the internationalization--performance relationship (Bausch and Krist (2007). Yet, despite being the subject of extensive discussion in the strategy and international business area over this extensive period of time, findings on the magnitude and direction of this relationship have been inconsistent and contradictory (Annavarjula, 2000; Capar et al., 2003; Contractor et al., 2003).

Nevertheless numerous scholars like Lu and Beamish (2001) point out that extending the company’s operations to geographically new markets is an important opportunity for growth and value creation. This applies, most particularly, to enterprises that are domiciled in open economies and with limited domestic markets, such as Switzerland (Baldegger 2007). 

An abundant number of variables have been identified which significantly influence the success on international markets (Leonidou et al., 2002). Morck and Yeung (1991) point out that internationalization develops favorably for enterprises that exhibit a large degree of intangible assets. Oviatt and McDougall (1994) asserted that the durability of a new enterprise depends on the unique character of the product or service. Spence (2004) as well as Loane et al.  & (2004) underline the fact that high--tech companies rely on their networks for their growth and expansion in distant markets. The returns will be all the more significant the more extensive the international experience is. To Knight and Cavusgil (2004) and Rialp et al. (2005) the key to success for born globals is an entrepreneurial orientation towards internationalization and acknowledging a global vision from the outset of the enterprise. Aaby and Slater (1988) argue that export experience is important to performance. Similarly Castren (2004) suggests that the success of born globals depends on the international experience of the people responsible for the internationalization of the enterprise. In their empirical study on European pharmaceutical firms Mathur et al.  & (2004) found ample evidence that firms conducting multinational operations are indeed outperform their purely domestic rivals. Accordingly we want to offer the following proposition:

Proposition 5: Ceteris paribus, a higher degree of internationalization increases a firm’s performance.




Conceptual Framework

When integrating the propositions suggest above the following model emerges which is shown in Figure 1. The model indicates a significant positive effect of the international entrepreneurial orientation on the degree of internationalization as well as on the firm’s performance. It also shows the positive effects of opportunity recognition on the degree of internationalization and on performance. Besides, it displays the positive relationship between the degree of internationalization and performance.

-------------------------------------------------------------------- 
Insert Figure 1 About Here 
---------------------------------------------------------------------- 





METHODS

Due to the fact that theory is not only highly fragmented  but also lacking an emerging common framework, we chose to resort to a qualitative methodology for further developing our arguments to empirically substantiate or refute our propositions (Eisenhardt, 1989). The following sections outline the sample, variable operationalization, and the data collection process. 


Sample

Our first sample of companies originates from two sources: our starting point was the public listing of new Swiss companies (‘KTI Venturelab’ and cti--startup). We retained those companies which (1) were SMEs (based on the EU legal definition) employing fewer than 250 employees [see European Commission (2003)], (2) were set up after 1995, (3) were managed independently, and which (4), while developing their core products and services were active in at least one foreign country. These criteria allowed us to control the variability related to the size of the enterprise, the sector of activity, the ownership and location of operation and thus improved the external validity of our results. 21 of the enterprises matched all of the criteria. Our second sample served to identify companies whose internationalization behavior closely follows the process model of internationalization. That is why, for a company to be chosen, had to (1) be based in Switzerland and its owner must be Swiss, (2) be a family firm with no intention of entering the stock market (3) originally be a company comprising low--level technology, (4) employing fewer than 250 workers prior to internationalization, (5) displaying an export ratio of more than 20%, (6) been active on the domestic market at least 5 years before entering foreign markets. Since the latter sampling process yielded 6 adequate firms, we also randomly chose 6 ventures from the former sample for our investigation.

Operationalization of key variables

Having defined international opportunity recognition as well as international entrepreneurship before, further light is shed on how key variables are operationalized. Measuring internationalization and performance as multifaceted constructs has been the subject of substantial academic debate as both, a holistic as well as reductionist view offer advantages and disadvantages (Amann 2003). Aiming to keep empirical descriptions manageable, we used exports ratios, the number of foreign countries served and regional spread as key indicators of internationalization Accordingly, Figure 2 displays on the vertical axis the number of countries the sample ventures - labeled with alphabetic codes - are active in. The horizontal axis illustrates the time since company inception. By dividing both axes into two sections each, four quadrants were formed: the country axis was intersected at a value of 11 countries which corresponds to the average among the 625 surveyed companies of the «Swiss International Entrepreneurship Survey» (Baldegger 2010). The X--coordinate was sectioned at the value of 6 years which represents the cut--off age as which a venture can still be seen as an early and fast internationalizing firm (Oviatt and Mc Douglall, 1994). Further company details are provided in the Table 1. Beyond internationalization, performance represents a multifaceted construct. Using the advantages of more context-rich case studies, we rely primarily on sales growth and profitability as key indicators while adding additional information for a better understanding of these two. 


-------------------------------------------------------------------- 
Insert Figure 2 About Here 
---------------------------------------------------------------------- 



-------------------------------------------------------------------- 
Insert Table 1 About Here 
---------------------------------------------------------------------- 



Data Collection

The information was obtained by interviewing the CEO as well as a second person who had been involved in the planning and/or implementation of internationalization measures. Other sources, such as publications, press articles, company brochures, the Internet etc., were used in order to prepare for the interviews and to acquire information about the previous five years. In order to improve conceptual validity, we conducted in--depth, semi--structured interviews. The aim of this process was to encourage the interviewees to voice any ideas which we had not considered at the beginning (Yin, 2003). This was necessary because constraints of time meant that longitudinal research was not possible. After the interview stage and initial evaluation, a workshop was organized for the companies which participated in the research; the aims of which was to encourage the exchange of experiences made with internationalization and on future business development. 

By using only one interviewer, a standard number of questions which were listed in identical order in each interview the reliability of the evaluation was furthered. Each interview lasted approximately 90 minutes. They were recorded and transcribed. The audio tapes were transcribed and the transcripts were reviewed by the interviewees to ensure that the contents corresponded to their original intentions. The interviews for cases A, B, F, G, D, L and N, were conducted in German, case C was in English and cases E, H, I, K and M were in French. A forth and back translation of the original questionnaire ensured the consistency of questions. To further improve the validity of the study the content of the transcripts was cross--checked with the above mentioned secondary sources. No significant deviations were identified.

RESULTS

Following the example of Weerawardena and Mort (2006), we analyzed our results in three stages. First of all, the interview transcripts, publications, press articles, company brochures etc. from each company were divided up into segments and labeled with specific key words the interviewees had used throughout their interviews. These fragments served as a starting point to develop sub--topics and to distill a smaller number of overall themes. Second, we analyzed these fragments in comparison with one another and across firms to assure consistency in our assessment. In a last step and closing the circle, we identified four leitmotifs representing the main components of our model. Hence, these four themes were used to assess the appropriateness of the propositions posited and to investigate any potential linkages among them.
This approach suggested by Eisenhardt, provided us with means to carry out stringent consistency checks between our theoretical model and the empirical data available (Eisenhardt, 1989). From the themes and propositions, we were able to qualitatively asses the five propositions of our model of entrepreneurial orientation, opportunity recognition, internationalization, and performance.

Results on Entrepreneurial Orientation and Degree of Internationalization

Enterprises A, B, C, D E and F, born globals, are distinguishable, on one hand by their intensive use of networking and on the other by the pronounced entrepreneurial orientation of their leadership which was well above normal. Notably, born globals are not only faster in their internationalization processes but also spread to larger regions of the world at the same time. On average they export to 2.4 regions (Europe, North America, Asia, Middle East, South America, Oceania and Africa), whereas companies which internationalize step--wise generally deal with no more than one part of the world. The causes which have driven these so called born globals into internationalizing their businesses are just as interesting: very often internationalization is considered as a means for a company to understand markets better, develop their know--how, gain information and find new technical solutions. Their primary preoccupation is to become competitive on pricing and to control the channels of distribution. Profitability remains no less important. Case studies A, B, C, D, E and F emphasize the significant effect of a predominantly entrepreneurial strategy on the speed and success of internationalization and confirm the results of other works (e.g. Covin and Slevin, 1997). The influence of this parameter is important in relation to other elements and seems to constitute a key factor. Entrepreneurs presiding dynamic, entrepreneurial companies are best suited to lead their businesses into international markets rapidly and successfully. Companies G and M, which internationalized very slowly attach significantly less importance to all aspects of entrepreneurial orientation. In this context it is noteworthy that we found substantial differences between the companies’ tendencies to innovate and their risk individual taking attitude. Furthermore we established that the ventures’ proactive attitude showed the smallest variance. Altogether, however, we conclude that Proposition 1 found support: Ceteris paribus, a higher degree of international entrepreneurial orientation increases a firm’s degree of internationalization.


Results on International Entrepreneurial Orientation and Performance

When assessing the entrepreneurial orientation and the international activity of our sample firms noticeable observations could be made. Companies that reach high levels of export quotas (>20%) typically display a higher degree of entrepreneurial orientation, most importantly with regard to innovations. Firms which are not as engaged in exports (<20%) had adopted a more conservative stance when it comes to innovation. These observations were especially pronounced during the first three years since founding of the company. On a more general note the levels of export growth furthermore corresponded with the levels of turnover growth.

These results highlight two features: firstly, young companies displaying high levels of international entrepreneurial orientation are able to achieve extremely high export rates (in our sample up to 57%) and thus turnover immense growth even during the first year after internationalization. These firms perfectly qualify as born globals.

However, and this is the second effect observed, these born globals have difficulties in further growing their export rates and turnover levels. By comparison, firms that internationalize in stages such the sample firms G to N grow particularly strong in the international domain from year 3 to year 5 after first venturing into the international arena. At the same time it has to be noted that these stage-wise internationalizing firms most often do not reach the internationalization levels of born globals even years after internationalization start und in many cases not even after many years thereafter. 

In comparison to other variables, the international entrepreneurial orientation thus exerts a great influence on the development of international business and thus revenues. Thus, leaders who lead their ventures in an entrepreneurial fashion are more likely to introduce their business quickly and successfully to international markets. 

Several additional linkages are noteworthy, such as the relationship between the international entrepreneurial orientation and factors such as innovativeness and the market share in the domestic market as well as foreign markets. Corroborating the findings of Bleaney and Wakelin (2002) and Calantone et al. (2002) we found that companies who take a highly innovative stance in order to strengthen their competitiveness in foreign markets are typically rewarded with a high degree of internationalization, larger turnovers and thus better chances for survival. Consequently we interpret this finding as support for proposition 2: Ceteris paribus, a higher degree of international entrepreneurial orientation increases a firm’s performance. 


Results on Internationalization and Opportunity Recognition

Our case studies yield support for the argument that rapidly internationalizing SMEs gain a competitive advantage through specific knowledge as well as through unique product characteristics and processes. The results of the analysis furthermore indicated that the incremental enhancement of products and services is more effective than a radical change. Successful internationalizing firms have typically improved existing technologies or have further developed specific knowledge incorporated in processes and have applied it to international markets. As a rule they have not gained their competitive advantage through a radical innovation. The born global firms A to F evidently do not require resources and time prior to internationalization initiation to reach a commercial breakthrough – which often takes years. Rather than that they tackled the international opportunity by introducing an incremental innovation. The notion that a born global requires a radically new product or Service to go abroad (Sharma and Blomstermo, 2003) was not supported by our research. Yet we found strong support for the suggestion that an enhanced capability for perceiving possibilities to sell products and services abroad indeed increases the amount of products and services sold abroad. We therefore see support for Proposition 3: Ceteris paribus, a more pronounced international opportunity recognition capability increases a firm’s degree of internationalization.



Results on Opportunity Recognition and Performance

The organizations investigated continually update their knowledge and utilize their integration in social networks (not organization--internal) and therefore generally behave like firms belonging to science--orientated industries. In fact social networks can be more effective than internal networks in updating specialist knowledge. Companies A--F, K, M and N have been integrated into these social communities for a long time because of the fact that their leaders were active in academic research before becoming entrepreneurs. It is nevertheless interesting to note that this new commercial role does not affect their integration into the social network. Their “scientific past” has provided these entrepreneurs with what could be called an “entrance ticket” to communities of free knowledge exchange.

This finding is in line with the theory of social capital and the network approach to internationalization (see Prashantham, 2005 and Coviello and McAuley, 1999), and corresponds well to the conclusion of the three legitimate beneficial effects of “information”, “influence” and “solidarity” which have been identified as the key to social capital. This information has even greater significance in the internationalization context (Liesch and Knight, 1999). Integration into these networks also has an implication at the resource level. Because of their integration in these social networks entrepreneurs obtain information for free. As can be expected, this information represents considerable value for the entrepreneur and also has an effect on resources: in fact, resources would have to be provided in order to gain this information (for example through consulting services). Moreover, our enterprises confirm the fact that organizations with limited resources develop unique competences, specific to the company, by obtaining further external resources by means of their social networks (Lee et al.  &, 2001).

Finally, these results mean that there is a link between the social networks of entrepreneurs in different organizations and inter--organizational co--operation. They rely on inter--form co--operation to update their knowledge and to access resources. These collaborations among organizations often demonstrate features of social integration rather that formal agreements such as joint ventures or strategic alliances. The implication for SMEs, in contrast to large enterprises, is that the entrepreneur’s social integration opens more opportunities for inter--organization co--operation and despite that leads to tangible results such as agreeing to the sharing of resources. These agreements are carried out in an informal manner based on trust between the protagonists of a group of social peers. Such international social networks allow organizations to transform their specialist knowledge into tangible achievements which further enable their internationalization activities.

Having pronounced opportunity recognition capabilities that are re--enforced -- if not caused -- by as a strong social network, clearly decreases the impact on a firm’s resources and thus increases the firm’s performance. We therefore see support for proposition 4: Ceteris paribus, a more pronounced international opportunity recognition capability increases a firm’s performance.


Results on Internationalization and Performance

All internationalizing companies we interviewed (firms A to N) typically faced a range of costs associated with their international expansion. Very broadly speaking these costs included in a first phase learning costs in general, but more specifically also costs for adjusting to the foreign environment. In a second phase, firms that enter foreign markets are typically obliged to adapt their routines and processes to function within these markets. When further entering subsequent markets these companies usually benefited from the experience they had previously made with market entries, supporting the arguments of Vermeulen et al. (2001). In a third phase our sample companies regularly incur yet additional costs associated with their internationalization. As Zaheer et al. (1997) suggested these costs stemmed from an increased organizational and environmental complexity which leads to incremental costs for governance, coordination, and transaction that may outweighing the benefits gained from internationalization (Zaheer et al., 1997). In addition, internationalization increase firms’ exposure to financial and political risks resulting from currency fluctuations, governmental directives, and trade regulation (Reeb et al., 1998; Sundaram et al., 1992). Yet all these additional costs were more than outweighed by the additional turnover generated in international markets and profits resulting from that. Hence, proposition 5 finds support: Ceteris paribus, a higher degree of internationalization increases a firm’s performance.



DISCUSSION

Theoretical Contribution

This paper endeavored to investigate the linkages between prominent entrepreneurial concepts and internationalization as well as performance. Our results and analysis are likely to doubly contribute to the development of a theory on SME internationalization. First of all we have demonstrated the necessity to complement a knowledge--based approach to the theory of social capital and a perspective on organizational networks if one wants to comprehend not only how SMEs gain their international competitive advantage but also how this advantage is effectively realized. As far as networks are concerned our results yield a positive response to the question whether social networks can make up for a lack of resources (Bell et al.  &, 2004; Chetty and Wilson, 2003). Even though this idea was implicitly recognized by Oviatt and McDougall (1994) who raised the point this aspect of their work it has been little explored thereafter (Autio, 2005). Our results supply some indications which encourage further investigations into this matter. 

On the other hand, our results further corroborate Jones’ (1999) study which suggested that internationalization is also possible by concentrating on one specific aspect of the value chain of an internationalizing enterprise. This means that we have to consider the critical path of variables utilized in various empirical studies such as the rate of export sales or direct investment abroad. By focusing on intra--organizational data, we were able to show that enterprises resort to a variety of business models in order to internationalize and do not limit themselves to one sole development and marketing strategy. Thus, while enterprise theory essentially describes the existence of a company’s competitive advantage born out of their internal setup, our results point towards the fact that the external and thus international embeddedness may be just as important. Hence, internationalization should not be solely viewed as the result of a singular event that pushed or pulled a firm into the international arena, but internationalization itself may significantly influence the international entrepreneurial orientation and the opportunity recognition capabilities of a firm. Consequently, in order to better understand internationalization, the latter should be viewed and modeled more frequently as an  independent variable, which continues to be neglected in research on SME internationalization.


Implications for Managerial Practice

Taken together, our results provide SME and born global managers with suggestions as to how to realize performance starting with their specialist knowledge and growing their intellectual assets in spite of a lack of tangible resources. Several more specific advantages can be drawn from this study. Primarily, our framework, much used in the analysis, presents the advantage of being able to be independently applied to any sector of activity since the concepts and propositions which we have derived are not limited to high tech industries. They can serve as heuristic studies in order to evaluate competitive position and conduct benchmarking. Secondly, the routes followed by certain enterprises in order to specialize and protect their intellectual property, positioning themselves in an innovative way in the value chain offers managers strategies which will allow them to preserve their competitive advantage in foreign markets. Our results also suggest that SME managers should invest less in tangible assets and more in areas which directly generate competitive advantage, such as R&D in order to generate knowledge, and in the creativity of their staff in order to stimulate incremental innovation in existing technologies. It should also be considered that the cases presented can be regarded as examples of the ways in which SMEs internationalize. Finally, managers can benefit from the consideration that to internationalize does not necessarily mean to export, but that internationalization can also be achieved by occupying a very specific position in the international value chain.


Limitations and future directions

These contributions are not without limits, which in turn enable further researchers to contribute. . First, we encourage further studies elaborating and extending the concepts of international opportunity recognition and international entrepreneurship along with their interdependency so our understanding evolves. Cumulative research projects can emphasize various aspects and conceptual links amongst the two. 
Second, our conceptual framework portrayed a clear focus which fills out the scope of an individual article. Yet, it remains static in nature. Whether internationalization happens rapidly or stage--wise, it will span a certain period of time and will not happen instantaneously. Hence, it can be expected that firms may learn and adapt their internationalization behavior over time (Autio et al., 2000; Jones et al., 2005; Ruigrok et al., 2003; Zahra et al., 1999), even if the learning intervals are very short. Consequently we posit that the degree of internationalization also influences a firm’s international opportunity recognition capabilities. In a similar vein we also proffer that the achieved performance levels may affect the international entrepreneurial orientation. Our study thus represents a part of a more evolutionary, multi-phase development to be investigated by further studies. Those mechanisms which we expect to be observable over time are depicted in Figure 3 below. In a future longitudinal study those linkages may be investigated in further detail.


-------------------------------------------------------------------- 
Insert Figure 3 About Here 
---------------------------------------------------------------------- 


Third, further research shall enrich the empirical basis. Generalizing from case studies has its challenges. Subsequent empirical studies can complement our work in this regard. Quantitatively testing these propositions and derived hypotheses, relying on larger samples and ideally more longitudinal ones, represents the logic next step. 

Forth, our initial, case-based study involving can be complemented with those detailing and quantifying the link to the internationalization-performance debate. This link has ended up with inconsistent results after substantial efforts, being in need for additional ways to explore the how, when, where and why of internationalization (Glaum and Oesterle 2007). But discovering ways to understand and optimize performance lie at the heart of internationalization studies. Strengthening the link to this debate through theoretical arguments, conceptualization efforts and empiricism bear great potential for progress – without 40 years of contradictory results. 
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FIGURE 1

A conceptual framework for linking entrepreneurial orientation, opportunity recognition, internationalization, and performance
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FIGURE 2

Characteristics of surveyed firms
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FIGURE 3

An Evolutionary Model of Entrepreneurial Orientation, Opportunity Recognition, Internationalization, and Performance over Time
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TABLE 1
Sample of enterprises: Company characteristics


	Case study
	Employees
2014
	Date of establishment
	Country of origin
	No of countries active in

	Born Globals

	A
	68
	1996
	Switzerland
	38

	B
	25
	1999
	Switzerland
	19

	C
	58
	2000
	Switzerland
	10

	D
	25
	2003
	Switzerland/United Kingdom
	8

	E
	56
	1998
	Switzerland
	20

	F
	102
	1996
	Switzerland
	21

	Stagewise Internationalizers




	G
	498
	1936
	Switzerland
	32

	H
	140
	1975
	Switzerland
	7

	I
	98
	1904
	Switzerland
	22

	K
	101
	1918
	Switzerland
	21

	L
	109
	1958
	Switzerland
	20

	M
	144
	1878
	Switzerland
	51

	N
	444
	1859
	Switzerland
	16
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