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Internationalization of Immigrant-Owned SMEs: The Role of Language 

Abstract
Immigrant entrepreneurs have become increasingly important to economic development, and there is substantial debate regarding their enhanced potential to expand their activities across national borders. However, research regarding how immigrant-owned small- and medium-sized enterprises (SMEs) engage in internationalization and how entrepreneurs’ native languages might influence such processes remains in its infancy. Drawing on a sample of 3,077 Canadian SMEs, we evaluated the impact of immigrant ownership and the moderating role of native language on companies’ decisions to export to global markets and to the English-speaking regional market. Immigrant ownership generally fostered a global orientation, particularly for French and Allophone owners. 
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Internationalization of Immigrant-Owned SMEs: The Role of Language

1. Introduction
Immigrant entrepreneurs have recently caught the attention of international entrepreneurship researchers because of their potential to expand into international markets more easily than non-immigrant businesses (e.g., Neville, Orser, Riding & Jung, 2014; Sequeira, Carr & Rasheed, 2009; Terjesen & Elam, 2009). Much of the optimism surrounding the international orientation of immigrant-owned firms emanates from the notion that immigrant owners have certain knowledge and complementary resources that enable them to successfully operate in foreign markets that might be considered difficult to penetrate by non-immigrant business owners (Drori, Honig & Wright, 2009; Neville et al., 2014). For example, prior research has suggested that immigrants may have superior foreign language skills, cultural knowledge, trusted relationships in their home countries, and knowledge about how to conduct business in foreign markets (Cappelli, 2008; Carr, Inkson, & Thorn, 2005; Cerdin, Diné, & Brewer, 2014; Tarique & Schuler, 2010).
Although these studies provide important contributions, we continue to lack a clear understanding of whether immigrants pursue different internationalization strategies than their non-immigrant counterparts, and whether they can therefore convert their innate skills and abilities into an enhanced international scope for their businesses. The scope of international operations is an important constituent of the internationalization strategies of small- and medium-sized enterprises (SMEs) (Baum, Schwens & Kabst, 2011). Studies in the international entrepreneurship and SME internationalization domains have demonstrated that entrepreneurial firms pursue different internationalization strategies (Kuivalainen, Saarenketo & Puumalainen, 2012; Lopez, Kundu, & Ciravegna, 2009; Sui, Yu & Baum, 2013), and that both resources and capabilities have an impact on a chosen internationalization strategy (Baum et al., 2011; Baum, Schwens & Kabst, forthcoming; Olejnik & Swoboda, 2012). In line with this previous research, we use the geographic scope of SMEs’ export activities to categorize the regional and global internationalization strategies of SMEs (Lopez et al., 2009; Sui, Yu, & Baum, 2012), and to compare them with domestic sales activities[footnoteRef:1]. Insofar as immigrants are in possession of superior internationalization-relevant resources and capabilities – including a deeper cultural knowledge of certain foreign markets – than their non-immigrant counterparts, our baseline prediction is that the immigrant status of SME owners will influence their internationalization strategy. Following previous research (e.g., Sui & Morgan, 2014), we focus on recent immigrants who are less likely to have had a strong assimilation into the mainstream national culture; hence, we define immigrants as people living in the host country (Canada) for up to five years.  [1:  Regional internationalization means that a Canadian firm focuses its export activities only on the regional (U.S.) market, whereas a global strategy encompasses significant exports into regions in addition to North America (Sui, Yu & Baum, 2012; Sui & Baum, 2014). This operationalization of an internationalization strategy should not be understood as implying that SMEs pursuing a global internationalization strategy exclusively serve global markets. As discussed in greater detail below, SMEs that adopt a regional internationalization strategy will only export to the regional market in addition to serving the domestic market; however, those that adopt a global internationalization strategy may still export to, or have a strategic interest in, the regional market.] 

However, in addition to immigrant status, previous work suggests that language also impacts internationalization processes (Harzing & Pudelko, 2013). Therefore, we anticipate that the native languages of immigrant entrepreneurs will also influence their decision to pursue a regional or global internationalization strategy. More specifically, we propose that a mismatch between the native languages of immigrant business owners and the official languages in which business is conducted in given regional markets may accentuate the difficulty of cultivating social networks that mitigate the informational barriers to internationalization (Griffith, 2002; Hinds, Neeley & Cramton, 2014; Kuznetsov & Kuznetsova, 2014; Tenzer, Pudelko & Harzing, 2014). 
To empirically evaluate the importance of native language in the internationalization decisions of immigrant-owned businesses, we drew on a sample of 3,077 Canada-based SMEs that began operations between 1992 and 2007. There are three broad language categories in Canada: Anglophone if one’s mother tongue is English, Francophone if one’s mother tongue is French, and Allophone if one’s mother tongue is neither English nor French (Kiernan, 2014; Statistics Canada, 2011). Because it facilitates a valid test of the implications of language for SMEs’ choices between regional or global internationalization strategies, the Canadian context proves to be an ideal setting for our study. 
Our paper offers several major contributions to the extant literature. First, we verify that immigrant status is an important determinant of the internationalization of SMEs. In so doing, we advance the domain of international entrepreneurship, in which immigrant status has been largely neglected as a predicting variable of internationalization processes (Sequiera et al., 2009). Introducing this variable together with language into the discussion of entrepreneurial internationalization illuminates our understanding as to why some firms tend to focus on regional markets, whereas others span their activities globally, thus contributing to the discourse about the internationalization strategies of SMEs (Kuivalainen et al., 2012).
Second, we offer new theoretical insights into the extent to which language may influence SMEs’ choice of internationalization strategy. In particular, our study encompasses a test of whether language constitutes an important source of the liability of outsidership (Johanson & Vahlne, 2009). A central tenet of the liability-of-outsidership hypothesis is that the prospects for successful internationalization are particularly weak for firms that lack access to business networks that facilitate learning through the transfer of tacit knowledge and complementary resources to their members. However, if the potential to cultivate these networks is high when individuals share the same native language, then we expect to find a pattern of internationalization among immigrant-owned businesses that is consistent with the efforts of their owners to overcome the liability of outsidership. Our study thus also complements a relatively small, but growing body of research that emphasizes the role of language in the international business activities and outcomes of multinational corporations (MNCs) (Bordia & Bordia, 2014; Griffith, 2002; Harzing & Pudelko, 2013; Janssens, Lambert & Steyaert, 2004; Joshi & Lahiri, 2014; Marschan-Piekkaria, Welch & Welch, 1999; Selmier, Newenham-Kahindi, & Oh, 2014), and of listed companies that conduct business abroad (Jeanjean, Stolowy, Erkens, & Yohn, 2014), as well as the process whereby knowledge is transferred between independent firms based in different countries (Liu, Gao, Lu & Wei, 2015). 
Third, we contribute to the international trade literature by clarifying and reconciling two streams of literature on the language-trade relationship (Hutchinson, 2002; Melitz, 2008; Melitz & Toubal, 2014; Rauch, 1999; Sauter, 2012), and the immigration-trade relationship (Girma & Yu, 2002; Gould, 1994; Head & Ries, 1998; Rauch & Trindade, 2002; Wagner et al., 2002). International trade scholars have long theorized that language commonality and immigrants should foster trade; however, it has been difficult to convincingly verify these insights because the bulk of the previous evidence is based on aggregate, country-level trade data. By documenting systematic, firm-level evidence on the direct participation of immigrants in export activities and the influence of native language on the internationalization strategies of these immigrants as business owners, our study adds to the sparse stock of firm-level evidence on both language and immigrant effects. 
In addition, our study provides insights into the language-related channel through which immigrants enable their host countries to not only strengthen commercial ties with the countries from which they originate but also create new trade relationships. In so doing, our study may provide a platform for assessing whether policymakers and business leaders can redirect a country’s trade flows through appropriate immigration policies and programs that support foreign language learning. Finally, we contribute to practice by considering how immigrant-owned SMEs with limited human and financial resources can cope with language barriers. 
2. Theoretical Framework
2.1.  International orientation of immigrant-owned SMEs
Prior research suggests that SMEs owned by immigrant entrepreneurs may be more internationally oriented than those owned by non-immigrant entrepreneurs. Specifically, we know that SMEs are particularly influenced by their founders’ personal experiences and capabilities (Bloodgood, Sapienza & Almeida, 1996), and immigrant entrepreneurs seem to have an advantage over their non-immigrant counterparts in terms of internationalization-relevant resources and capabilities (Cappelli, 2008; Carr et al., 2005; Cerdin et al., 2014; Neville et al., 2014; Tarique & Schuler, 2010). 
Although immigrant entrepreneurs embody much of the cultural and experiential knowledge required to engage with the potentially promising but uncertain countries or regions from which they originate, their ability to better recognize and successfully exploit opportunities in these countries or regions than non-immigrant entrepreneurs may be closely tied to their better access to international business relationships. According to the liability-of-outsidership hypothesis of internationalization (Johanson & Vahlne, 2009), limited access to business networks is a major impediment to internationalization because these networks facilitate learning by means of exclusive transfers of tacit knowledge and complementary resources. 
Whereas not all immigrants operate businesses that commercially link their original and host countries, those that do tend to have a relatively high level of educational attainment (Lin & Tao, 2012) and superior access to business networks (Chen & Tan, 2009; Drori et al., 2009; Sequeira et al., 2009). Although the pre-existence of social or biological ties may account for the superior access of immigrant entrepreneurs to these networks (Landolt, 2001; Saxenian, Motoyama & Quan 2002), we do not yet have a solid understanding of the most salient attributes that enable some immigrant entrepreneurs to fare better than their non-immigrant counterparts in establishing and sustaining business relationships beyond their host countries and regions. However, given this potential source of competitive advantage in global markets, we propose the following hypothesis:
H1: SMEs owned by immigrants are more likely to sell to global markets than SMEs owned by their non-immigrant counterparts.
2.2.  Regional and global internationalization strategies
Another unanswered question is whether various groups of immigrants differ in ways that substantially influence the internationalization strategies that they pursue. Prior research indicates that firms that intend to internationalize must strategically decide whether to adopt a regional or global internationalization strategy (Rugman & Verbeke, 2004). This decision is particularly important for SMEs because their ability to successfully exploit commercial opportunities in regional or global markets significantly depends on how well owner capabilities are matched with the different business environments in these markets (Olejnik & Swoboda, 2012). Multiple studies have recently highlighted these differences in the internationalization strategies of SMEs or entrepreneurial firms by showing that a large proportion of so-called born globals actually pursued regionalized internationalization rather than expanding globally (Lopez et al., 2009; Sui et al., 2013). Moreover, Sui & Baum (2014) have shown that depending on the chosen internationalization strategy, firms’ internal resources are of varying importance for the survival of SMEs in a given export market. Accordingly, because language skills constitute a firm resource that is relevant to internationalization, it seems plausible that the native languages of immigrant entrepreneurs may significantly influence the internationalization strategy that they pursue. 
2.3. Language and the internationalization strategies of immigrant-owned SMEs
2.3.1. Language and culture
When broadly conceptualized, culture may be thought of as a type of informal institution: it constitutes a set of informal rules or sanctions that incentivize certain behaviors while constraining others (North, 1990). More specifically, Hofstede (1991, p. 5) defines culture as “the collective programming of the mind which distinguishes the members of one group or category of people from those of another.” Culture may also be understood as a set of influential ideas, beliefs and values that are passed on from one generation to the next through teaching and/or imitation (Boyd & Richerson, 1985; Richerson & Boyd, 2005). Moreover, native language plays a central role in cultural transmission. 
An interesting question is whether language may be untangled from the cultural heritage of owners and employees in a given organization. Brannen, Piekkari and Tietze (2014) suggest that this may be the case in MNCs in which the notion of corporate language is well established, particularly given the potentially adverse consequences that miscommunication might have for a company’s financial and strategic interests. In MNCs, employees have strong incentives to identify with the carefully crafted corporate language because professional advancement may depend on how well they fit in (Bordia & Bordia, 2014; Piekkari, 2008). However, the notion of corporate language is less likely to be as established in SMEs as it is in MNCs. For SMEs, language may not only merely serve as a tool for communication but also reflect the cultural heritage of business owners and, by extension, their ability to bond with others (Hogg & Terry, 2000). At the same time, it is conceivable that the cultural heritage of SME owners may not necessarily be relevant to either how they communicate or their language skills because multiculturalism does not necessarily imply multilingualism (Brannen & Thomas, 2010).
2.3.2. Language, immigrants and trade
International trade scholars have long sought to understand the influence of language on bilateral trade between countries. Drawing on gravity models, they have documented evidence that language commonality is positively correlated with the size of bilateral trade after controlling for other conflating influences (Anderson & van Wincoop, 2004; Frankel & Rose, 2002; Rauch, 1999; Hutchinson, 2002). However, it has been difficult to interpret this evidence for both theoretical and empirical reasons; specifically, the channels through which language is expected to impact trade relationships are not always well established, and even if they are, the common use of aggregate, country-level data makes it difficult to convincingly pin down the specific channel at work. 
More recent studies in the trade literature have begun to shed new light on the language-trade relationship by clarifying the channels through which language may influence trade. For example, Melitz (2008) suggests that bilateral trade may be fostered between countries if easy communication is facilitated either through direct communication when transacting parties share the same native language or indirect communication via translators when they do not. Whereas both direct and indirect forms of communication are found to be positively correlated with bilateral trade, the magnitude of the correlation is larger for direct communication (Melitz, 2008). This finding supports the view of a stronger and more systematic relationship between language and trade than is suggested by prior research that focuses only on direct communication, and it is also consistent with more recent research that reports evidence of relatively large and positive aggregate language effects with respect to common native language, common spoken language, common official language, and the linguistic proximity between different native languages (Melitz & Toubal, 2014). 
For the most part, the bulk of the previous evidence on the relationship between language and trade is based on aggregate, bilateral trade flows; however, Sauter (2012) is a notable exception who provides industry-level, intra-country evidence that language and trade are positively correlated. Nonetheless, the question of whether language has a causal effect on trade is not fully resolved. In addition, although another stream of the international trade literature has pointed to a positive and systematic relationship between immigration and bilateral trade flows (Girma & Yu, 2002; Gould, 1994; Head & Ries, 1998; Rauch & Trindade, 2002; Wagner, Head & Ries, 2002), direct evidence on immigrants’ participation in trade or their most preferred communication channel is limited.
2.3.3. Liability of outsidership, language and internationalization
We are beginning to see an accumulation of firm-level evidence on the effects of language in the international business literature. Specifically, there is evidence that language may not only play a significant role in the organization and coordination of the international activities of MNCs (Janssens et al., 2004; Joshi & Lahiri, 2014; Harzing & Pudelko, 2013; Marschan-Piekkaria et al., 1999), but it may also enable MNCs to gain legitimacy in the communities they serve abroad (Selmier et al., 2014). In addition, it matters whether a company formally communicates in a particular language because in some cases, the use of English in financial reporting may enhance the transparency and credibility of companies and make it easier for them to attract capital from outside their home market (Jeanjean et al., 2014). Meanwhile, a sparse yet increasing body of literature suggests that the language skills of SME owners-managers have implications for their international orientation (Fernández-Ortiz & Lombardo, 2009). Indeed, we know from previous research that SMEs are particularly influenced by the personal experiences and capabilities of their owners (Bloodgood et al., 1996); hence, it should be expected that the owner’s origin and native language would impact an SME’s choice of internationalization strategy.
There is an emerging consensus among international business researchers that business relationships or (business and social) networks may play a significant role in the observed patterns of internationalization across firms and industries. That networks matter for firm internationalization is clear in industries as diverse as banking and manufacturing, where banks (Goldberg & Saunders, 1981; Grosse & Goldberg, 1991) and suppliers (Martin, Swaminathan & Mitchell, 1998) have established a presence in foreign markets to better serve and retain their pre-existing customers who have initiated commercial activities abroad. In high-tech industries, the ability of recently established small firms to successfully internationalize is partially attributed to their access to knowledge, technology and other complementary resources in networks (Coviello, 2006; Coviello & Munro, 1995, 1997). Networks appear to play a similar role in SME internationalization (Chetty & Blankenburg Holm, 2000). More generally, firms appear to take their networks into account when formulating their internationalization strategies (Welch & Welch, 1996).
In uncertain but promising foreign markets, resource-constrained SMEs may derive a sustainable competitive advantage from their exclusive access to networks (Coviello, 2006). Alternatively, insofar as networks facilitate learning through the transfer of tacit knowledge and complementary resources to their members, the ability of firms to successfully internationalize may be severely hampered by limited access to these networks, i.e., what may be called the liability of outsidership (Johanson & Vahlne, 2009). However, to the extent that the liability of outsidership is related to factors that make it difficult to understand foreign markets and build strong and lasting business relationships abroad, this type of liability may be or become a potential manifestation of the liability of foreignness, which increases with psychic distance (Cuervo-Cazurra, Maloney & Manrakhan, 2009; Johanson & Vahlne, 2009). Missing from the emerging literature on the liability of outsidership is explicit consideration of the role of language. 
2.3.4. Internationalization strategies of SMEs owned by linguistically matched and mismatched immigrant entrepreneurs in regional markets
If immigrant entrepreneurs are linguistically mismatched in a given market, we propose that they may find it difficult to cultivate the types of social networks that would remove informational barriers to internationalization (Neville et al., 2014). An immigrant entrepreneur has potential advantages in operating in more than one country simply because of the breadth and depth of her inherited cultural knowledge (Vissak & Zhang, 2014; Zolin & Schlosser, 2013). However, the extent to which those potential advantages can be exploited depends in part on the language skills of the entrepreneur. For example, if s/he speaks the language of the targeted foreign country, the entrepreneur can more easily establish links with local firms, governmental officials and other potentially important stakeholders (Liu et al., 2015). If that is not the case, immigrant entrepreneurs might even be at a disadvantage relative to non-immigrant entrepreneurs because they tend to face more constraints when doing business in their host-country market (Lin & Tao, 2012) and may therefore have fewer resources to devote to establishing international linkages. Moreover, language facilitates access to information. Immigrant entrepreneurs will therefore be better able to accrue explicit and implicit market knowledge in locations in which they speak the native language, which will help them successfully establish their businesses abroad. 
 Accordingly, we propose that language will significantly influence the choice of internationalization strategy. Specifically, we propose that immigrant entrepreneurs will improve their prospects for successful internationalization by avoiding regional markets in which they are linguistically mismatched. Conversely, they will be more likely to internationalize beyond the regional markets where they are better positioned to capitalize on their human and social capital. This proposition leads to the following hypothesis:
H2: SMEs owned by immigrant entrepreneurs whose native language differs from the official languages of the host-country regional markets are less likely to pursue a regional internationalization strategy than SMEs owned by their linguistically matched immigrant entrepreneur counterparts in the host-country regional market.
3. Methodology
3.1.  Data
To empirically evaluate the internationalization strategies of English, French and Allophone immigrant-owned businesses, we draw on the following data sources: Statistics Canada’s 2007 Survey on Financing of Small and Medium Enterprises (SFSME)[footnoteRef:2] and the General Index of Financial Information (GIFI). The inclusion of firms in the SFSME was based on random selection from the population of 1.6 million Canadian firms operating in 2007 with fewer than 500 employees and less than $50 million in revenue. Computer-assisted telephone interviews collected extensive firm demographic data along with the attributes of the primary owners of the firms (the key respondents). The interviews were conducted between September 2007 and March 2008. The reference period for the survey was the last 12 months preceding the date of the interview. Valid responses were received from 15,808 SMEs, which represents a response rate of 45% of in-scope potential respondents. The respondents were weighted according to region, size, and sector to best represent the underlying population while ensuring minimum data counts for particular cells. Questions that related to business information, such as the mother tongue of the majority owner, were conducted based on a modular approach with a subsample of 4,598 SMEs.  [2:  The questionnaire for the 2007 SFSME can be found at Industry Canada’s website at: https://www.ic.gc.ca/eic/site/061.nsf/vwapj/SFSME-EFPME_2007_questionnaire_eng.pdf/$file/SFSME-EFPME_2007_questionnaire_eng.pdf.] 

To obtain information on the number of employees and total sales, the SFSME was linked to the GIFI, which provides both financial and non-financial data on incorporated Canadian owners and firms. We carefully edited the linked data set for completeness, consistency and accuracy, both manually and using computer-editing procedures. For the purpose of our analysis of recently established SMEs and because of Statistics Canada’s confidentiality requirement on the minimum number of observations (such as English, French and Allophone immigrant-owned businesses), we selected 3,077 out of the 4,598 (67%) firms that were established between 1992 and 2007. Among the 3,077 firms, there were 28 English, 20 French, and 35 Allophone immigrant-owned businesses.[footnoteRef:3]  [3:  These 83 immigrant-owned SMEs account for 2.7 % of the sample of 3,077 SMEs. While this proportion appears to be small, it is consistent with the proportion of immigrant-owned SMEs in the larger population of SMEs in Canada. There are just over 1 million SMEs in Canada (Industry Canada, 2012). Recent immigrant-owned SMEs account for 3 percent – or almost 30,000 – of Canadian SMEs; however, roughly 10 percent – or about 3000 – of all recent immigrant-owned SMEs are exporters (Industry Canada, 2009). Thus, an interesting observation on recent-immigrant business owners in Canada is that their participation rate in export activity exceeds their share in Canadian SMEs.] 

3.1. Dependent variable
To define our dependent variable, we drew on previous studies on internationalizing SMEs (e.g., Sui & Baum, 2014) and born globals (e.g., Knight & Cavusgil, 1996). In our study, the dependent variable, internationalization strategy, has three manifestations: (1) Domestic if the firm does not export at all, (2) Regional if the firm only exports to the U.S. market (“regional market”) in addition to serving the domestic market, and (3) Global if the firm also exports beyond the regional market. Whereas firms that adopt a regional internationalization strategy only export to the regional market, those that adopt a global internationalization strategy may continue to export to and/or pursue strategic interests in the regional market. We applied export-intensity thresholds of 5% and 25%, which are incorporated in our robustness check analysis. The distinction between regional and global markets is particularly meaningful in the Canadian context and has also been applied in previous studies (Sui et al., 2012; Sui & Baum, 2014). The de facto internationalization strategy of Canadian SMEs is essentially a regional strategy in the context of the overwhelming, although declining, concentration of Canada’s trade and investments in the United States (U.S.) in particular and in a highly integrated North American market in general (Acharya, 2010; Chen & Yu, 2010; Fergusson, 2011; Rao, Souare & Wang, 2010; Sui & Yu, 2012). However, it has recently become necessary for Canadian SMEs to extend beyond the regional market in the face of Canada’s more than decade-long lackluster export performance coupled with its dependence on the export sector for employment and the generally weak growth prospects in the North American market (Foreign Affairs, Trade and Development Canada, 2013). 
3.2. Explanatory variables 
The primary explanatory variables are immigrant ownership and the native language of business owners. Immigrant-owned is a dummy variable that equals one if the owner of the firm is a recent immigrant (i.e., living in Canada for up to 5 years) and 0 otherwise (Sui & Morgan, 2014). Similar to Sui & Morgan (2014), we used this measure primarily because the survey data that we employed only covered immigrants who have lived in Canada for up to 5 years. 
Consistent with the conventional linguistic classification scheme that is applied in Canada, we defined three binary variables to denote the native language of business owners as English, French, or Allophone (Statistics Canada, 2011; Kiernan, 2014; Vaillancourt, Lemay & Vaillancourt, 2007). To examine the direct effects of language on the firms’ internationalization strategies and its moderating effect when interacted with immigrant ownership, we used English as the reference category.
3.3.  Control variables 
We controlled for firm characteristics and macroeconomic environmental variables in a multivariate analysis. Our first set of control variables accounted for firm characteristics at the time of the 2007 survey. Specifically, Company size was measured by the logarithm value of the company's number of employees plus one. This variable is particularly important because prior studies have found a systematic relationship between firm size and export orientation (Bonaccorsi, 1992; Salomon & Shaver, 2005). Productivity has been found to be critical to the export market participation of a firm, and is measured by the logarithm value of the ratio of revenue – measured in thousands of Canadian dollars and deflated by annual industry price indices using 2000 as the base year – to the number of employees plus one[footnoteRef:4] (Sui & Baum, 2014). Consistent with prior research that research and development (R&D) spending fosters internationalization and enhanced firm performance (Filatotchev & Piesse, 2009), we controlled for R&D intensity, which is measured as R&D spending as a percentage of total expenditures.  [4:  We estimate the variable Productivity using the logarithm value of the ratio of revenue to the number of employees plus one because some of the firms in our sample did not hire any full-time employees or only hired contract workers. Therefore, their number of employees is zero. Thus, we use the number of employees plus one to calculate Productivity to avoid missing values.] 

To control for macroeconomic environmental factors, we used industry and location dummy variables (Rao, Tang & Wang, 2010). The industry categories covered both goods-producing industries (agriculture/primary industries and manufacturing) and service industries (knowledge-intensive industries, professional services, wholesale/retail trade, and accommodation and food services). Meanwhile, the provinces/provincial regions and territories were as follows: Atlantic provinces (New Brunswick, Prince Edward Island, Nova Scotia, and Newfoundland and Labrador); British Columbia; Ontario; Prairie provinces (Alberta, Saskatchewan and Manitoba); Québec, and the Territories (Northwest Territories, Nunavut and Yukon). The use of industry and location dummies is consistent with prior studies that suggest that these variables are important to firm internationalization (Mudambi & Zahra, 2007). Finally, we controlled for macroeconomic shocks at the time of inception by including dummies for the birth years of the firms.
3.4.  Statistical method
A multinomial logit model with a log-Weibull distribution was applied to evaluate the internationalization strategy of business owner i for a set of owner-firm characteristics and environmental factors. The model had the following structure:

where the categorical dependent variable is the log odds of exporting to a given set of markets ()relative to a given set of reference markets (i.e.,). We considered two reference-market cases. In the first case, we defined the reference-market set as the domestic market only, against which the sets of regional (i.e., domestic market and the U.S. as the only export market) and global markets (including but not limited to the U.S. as an export market) are compared. In the second case, the reference-market set was defined as the regional market, and the alternative choice is the set of global markets. Importantly, we characterize differences in the sets of markets that firms target outside their domestic markets as differences in their internationalization strategies; specifically, firms that export to the regional market only and global markets (including but not limited to the regional market) are said to have adopted regional and global internationalization strategies, respectively.  is a vector of owner and firm characteristics and environmental factors that impact the firm’s internationalization strategy. Finally,  is a vector of coefficients, or log odds ratios, to be estimated. Therefore, the odds ratios are obtained by taking the antilogarithm of the reported estimates with respect to base e.
4. Results
Descriptive statistics are presented in Table 1. The results of the means indicate that 4.5% of the 3,077 SMEs in our sample generated exports beyond the regional market, and 5.1% exported to the regional market only. Immigrants owned 2.7% of these SMEs. English-speaking business owners accounted for the majority of SMEs (61.6%), with French-speaking and Allophone business owners accounting for virtually the same proportion of the remaining SMEs. 
[Insert Table 1 about here]
Based on the reported pairwise correlations in Table 1, multicollinearity did not warrant special attention in our statistical analysis.
Tables 2, 3, and 4 report the results of our multinomial logit models for three cases that correspond to the following internationalization strategies: global internationalization versus domestic-market focus, regional internationalization versus domestic-market focus, and global internationalization versus regional internationalization. For each case, three models were estimated. Model 1 is the baseline model used to estimate the effect of immigrant ownership on internationalization strategies for a given set of control variables. Model 2 is an extension of the baseline model with the addition of language dummies to estimate the direct effects of French and Allophone relative to English as the SME owner’s native language on internationalization strategies. Model 3 represents the full model with the addition of interactions between immigrant ownership and the language dummies. In all three cases, the reported Wald Chi-square statistic has the highest value for Model 3. These results indicate that Model 3 constitutes the best specification for our sample of SMEs.
[Insert Table 2 about here]
Our first hypothesis is that SMEs owned by immigrants are more likely to sell to global markets than SMEs owned by their non-immigrant counterparts. Based on Model 1 in Table 2, we found that immigrant ownership has a statistically significant effect on SMEs’ global orientation versus domestic orientation. Moreover, we found that immigrant ownership has a statistically significant effect on SMEs’ global orientation versus regional orientation (Table 4). Therefore, hypothesis 1 is supported. 
[Insert Table 3 about here]
Based on hypothesis 2, we expect SMEs owned by French and Allophone immigrants to avoid the English-speaking regional market in which they are linguistically mismatched. Alternatively, we expect them to favor global markets to a greater extent than their English-speaking counterparts. To test this hypothesis, we first consider the direct effects of language on their internationalization strategies. Table 3 shows that French-owned SMEs are less likely than their English-owned counterparts to target the regional market. Table 4 further shows that French- and Allophone-owned SMEs are more likely to sell to global markets than to only target the English-speaking regional market. Direct language effects were found to be statistically significant in these cases.
[Insert Table 4 about here]
Based on the interaction between language and immigrant ownership, Table 3 demonstrates that French immigrant-owned SMEs were substantially less likely than French-owned SMEs in general to target the English-speaking regional market versus the domestic market. By contrast, Table 4 shows that French and Allophone immigrant-owned SMEs were substantially more likely than French- and Allophone-owned SMEs to target global markets versus the English-speaking regional market. The interaction effects were found to be statistically significant in these cases. Taken together, these findings provide strong support for hypothesis 2.
4.1.  Robustness check
Of potential concern is the possibility that our results may be sensitive to the use of export-intensity thresholds that capture the extent of SMEs’ commitment to the regional and the global markets. To examine this possibility, we applied export-intensity thresholds of 5% and 25%; in other words, we reclassified SMEs as being either regionally or globally oriented if their export sales in regional and global markets, respectively, accounted for at least 5% or 25% of their total sales. In unreported statistical analyses, we re-estimated the multinomial logit models with these export-intensity thresholds. The results were qualitatively similar, and thereby consistent with hypotheses 1 and 2. 
5. Discussion 
This study examined whether the immigrant status and native language of SME owners influenced their international orientation in general and their decision to pursue a regionally or globally focused internationalization strategy in particular. We empirically evaluated these questions in the context of the Canadian and North American regional markets. Although Canada is officially committed to Anglophone-Francophone bilingualism, Anglophone dominates because there are far more Anglophone than Francophone provinces in Canada. Additionally, including an Anglophone United States, the North American regional market is predominantly Anglophone. Immigrants in Canada primarily originate from source countries, such as India, China and the Philippines (Citizenship and Immigration Canada, 2012); however, some originate from former British and French colonies in the Caribbean and Africa. Thus, there is considerable linguistic and cultural diversity among immigrants in Canada. We categorized the linguistic attribute of SME owners as English, French or Allophone.
We found evidence that SMEs owned by immigrants are generally more globally oriented than SMEs owned by their non-immigrant counterparts. The explanation for this result is that immigrant entrepreneurs tend to face more constraints when doing business in their host-country market (Lin & Tao, 2012); therefore, they may have fewer resources to devote to establishing international linkages. These comparative disadvantages in the domestic market can be best compensated when immigrant entrepreneurs internationalize into a foreign market where the dominant language is their mother tongue. When faced with a choice between a regional internationalization strategy and a domestic market focus, we found that SMEs owned by French-speaking immigrants were less likely to pursue regional internationalization than SMEs owned by English-speaking owners in general and other French-speaking owners in particular. However, when faced with a choice between regional and global internationalization strategies, we found that SMEs owned by French-speaking and Allophone immigrants were considerably more likely to pursue global internationalization than SMEs owned by English-speaking owners in general and other French-speaking and Allophone immigrants in particular. This result suggests that two mechanisms are taking effect: First, the language mismatch between the French-speaking and Allophone immigrants and the regional market undermines these business owners’ ability to leverage their potential advantages in the regional market. Second, immigrants are more resource-constrained in the domestic market compared with non-immigrants. Accordingly, immigrants have fewer resources at hand to buffer the liabilities of foreignness and outsidership from internationalizing into unknown terrain. This lack of resources makes the strategic choice to enter a market where they have to overcome these liabilities less rational because it might overburden their resource endowment.
Taken together, our results paint an interesting picture of the internationalization strategies of immigrant-owned SMEs. Although such SMEs tend to be more globally oriented than other businesses, they systematically differ in their approach to internationalization. Some immigrant-owned SMEs pursue regional internationalization, whereas others pursue global internationalization. Our empirical results suggest that these two different internationalization strategies are contingent on the linguistic match between the immigrant entrepreneurs and the foreign market or region in question. In particular, SMEs owned by immigrant entrepreneurs who were linguistically mismatched in the regional market favored global internationalization. This observed pattern of internationalization is consistent with relationship-building efforts that are geared toward gaining access to knowledge and complementary resources in trusted business networks. 
Our study makes a number of contributions to several distinct streams of the literature. First, our study lends support to the liability-of-outsidership hypothesis of internationalization (Johanson & Vahlne, 2009). According to this theoretical perspective, successful internationalization in uncertain foreign markets requires learning. Learning in turn requires access to business relationships or networks, which facilitate learning through the transfer of tacit knowledge and complementary resources. Thus, a lack of access to these networks constitutes a particular form of liability that hampers internationalization. By essentially arguing that a linguistic mismatch between immigrant-SME owners and a particular foreign market may undermine the prospects for building business relationships, the liability-of-outsidership hypothesis suggests that this mismatch must be circumvented to achieve successful internationalization. Indeed, our results suggest that immigrant business owners may have sought to circumvent language barriers to relationship building in foreign markets by avoiding those markets in which they were linguistically mismatched and embracing those markets in which they were linguistically matched. 
Second, our study lends support to the growing body of research that emphasizes the role of language in international business in general (Bordia & Bordia, 2014; Griffith, 2002; Harzing & Pudelko, 2013; Hinds et al., 2014; Janssens et al., 2004; Jeanjean et al., 2014; Kuznetsov & Kuznetsova, 2014; Marschan-Piekkaria et al., 1999; Selmier et al., 2014; Tenzer et al., 2014), and the process of interfirm international knowledge transfer in particular (Liu et al., 2015). However, this emerging literature is predominantly concerned with multinational or relatively established firms; hence, our focus on the role of language in SME internationalization complements that literature. Our findings facilitate a better understanding of how firms with limited resources may circumvent language barriers by pursuing either regional or global internationalization.
Third, our study contributes to the international trade literature on the effects of language and immigrants on trade. More specifically, it helps clarify and reconcile the two streams of literature on the language-trade and immigration-trade relationships. International trade scholars have long grappled with the question of whether language and immigrants directly contribute to observed trade patterns between countries. Our finding that immigrant business owners tend to gravitate toward foreign markets with which they are linguistically matched suggests that prior reported country-level evidence on positive language effects may actually reflect causation running from language to trade (Hutchinson, 2002; Melitz, 2008; Melitz & Toubal, 2014; Rauch, 1999; Sauter, 2012). In addition, our results suggest that prior country-level findings of a positive immigration-trade relationship may reflect the direct contribution of immigrants to trade as exporters (Girma & Yu, 2002; Gould, 1994; Head & Ries, 1998; Rauch & Trindade, 2002; Wagner et al., 2002) as well as a preference for direct communication over less direct forms of communication, such as by using translators (Melitz, 2008; Melitz & Toubal, 2014). Furthermore because linguistic diversity tends to foster international trade (Melitz, 2008), our finding that immigrant owners target foreign markets with which they are linguistically matched points to an important channel through which immigrants may contribute to their host countries’ observed international trade patterns. In other words, in addition to pre-existing relationships and cultural knowledge (Chen & Tan, 2009; Drori et al., 2009; Neville et al., 2014; Sequeira et al., 2009; Sui & Morgan, 2014), immigrant business owners may collectively draw on their linguistic skills to help their host countries strengthen existing trade relationships with the countries from which they originate and potentially develop new trade relationships with other countries.
Fourth, our study contributes to practice by not only emphasizing the importance of high-quality international business relationships for successful internationalization but also recognizing the importance of language competence as an important resource for SMEs (Fernández-Ortiz & Lombardo, 2009). Whereas SMEs with immigrant owners seem to possess language competences and cultural knowledge that enable them to circumvent communication barriers that may hamper the internationalization of their non-immigrant counterparts, the former appear to be selective in their choice of export markets. Specifically, immigrant business owners seem to primarily target foreign markets with which they are linguistically matched. However, this approach is problematic if other markets offer stronger prospects for growth and profitability (Cao, Hartung, Forrest & Shen, 2011). 
More generally, our study highlights the need for more research that is specifically geared toward a better understanding of how small and medium-sized businesses address communication challenges over the course of doing business abroad. Some of the key elements of an appropriate communication strategy include raising awareness about language barriers, assessing the communication competence of internal managers, building language capacity beyond formal language training, and matching internal managers with their external counterparts based on their potential to achieve culturally consistent communication (Griffith, 2002; Kuznetsov & Kuznetsova, 2014; Liu et al., 2015; Tenzer at el., 2014). However, although the conceptualization of communication strategies along these lines may point to a way forward, such strategies were largely conceived with resource-rich MNCs or relatively established firms in mind. In SMEs with fewer resource endowments, i.e., those that are mainly operated by owner-managers, there are other potential ways to address communication barriers. In particular, it is worthwhile for SME owners in general and immigrant SME owners in particular to actively build their language competences and cultural understanding with respect to the most promising foreign markets. In practice, they may do so in several ways, including the recruitment of bilingual employees who are specifically assigned to international business transactions. In addition, they may also consider co-ownership arrangements in which two or more owners are competent in several languages other than their native tongues. Future research may verify the extent to which the communication strategies of SME owners are characterized by these approaches.
Finally, our study also has implications for policymakers and business leaders. In countries such as Canada with small domestic markets and a disproportionately large SME sector, export promotion and the redirection of trade from a relatively stagnant regional market has become imperative (Foreign Affairs, Trade and Development Canada, 2013). However, crafting coherent and effective export promotion programs can be a formidable challenge. Based on our findings, it might be worthwhile for policymakers and business leaders to contemplate how the language competences of immigrants may be nurtured and leveraged as a central part of such a program. 
5.1.  Limitations and areas for future study
Although we made every effort to undertake a careful and comprehensive analysis, similar to other studies, our study has a few limitations that offer opportunities for future research. First, although the firm-level evidence that we provide on the effects of language on immigrant-owned SMEs constitutes an important addition to the existing stock of country- and industry-level evidence on the language-trade and immigration-trade relationships, researchers may build on our study by investigating whether globally oriented, immigrant-owned SMEs initially and predominantly operated in the foreign markets from which their owners originated. We were unable to undertake such an analysis due to data limitations; however, more direct evidence along these lines will considerably strengthen the case that a focus on global markets is a deliberate attempt aimed at overcoming a linguistic mismatch in a regional market. In other words, such a finding would constitute stronger evidence that language has a causal effect on trade. Concurrently, one must remain open to the possibility of a mutually reinforcing relationship between language and trade (Jack, 2004).
Although our study supports the view that SME owners’ will primarily target export markets with which they share a common native language, we also recognize the potential for non-native or second languages to influence their export orientation and market focus. Indeed, there is emerging evidence from the international trade literature that non-native languages may significantly contribute to bilateral trade between countries (Mack, Martínez-García & Martínez-García, 2014); however, more systematic research at the firm level is needed before definitive conclusions can be drawn. In particular, researchers may build on our study by evaluating the extent to which the second languages of SME owners in general and immigrant owners in particular influence their internationalization strategies. It is worthwhile to focus on immigrants because they may complement their native language with a potentially non-native, official or widely spoken language in their host country (Friesen & Peritz, 2012).
More direct evidence on the relationship between entrepreneurs’ competence in native and second languages and the quality of their social and business ties at home and abroad might advance the emerging literature on transnational entrepreneurship (Gillespie, Riddle, Sayre & Sturges, 1999; Ilhan-Nas, Sahin & Cilingir, 2011; Patel & Terjesen, 2011; Portes, Guarnizo & Haller, 2002; Sequeira et al., 2009; Terjesen & Elam, 2009). One of the key insights that we gain from transnational entrepreneurship research is that immigrants in a given host country or region tend to have better access to high-quality business networks than their non-immigrant counterparts in the countries or regions from which they originate (Chen & Tan, 2009). A more solid understanding of how the linguistic features of immigrants affect their access to certain networks might help us better unpack the heterogeneity in these networks as new evidence emerges on different immigrant business owners, particularly expatriate entrepreneurs who move to their host country primarily to start a new venture (Efendic & Yetis, 2013).
Notwithstanding the common acknowledgement that data availability is often less than ideal for empirical research, we would like to specifically address a data-related issue that may provide opportunities for future research. Given the relatively small number of immigrant-owned businesses by language in our sample, the reader may be concerned about the generalizability of our findings and the precision of our estimates. Although the level of immigrant-owned SMEs may appear to be low relative to that of non-immigrant-owned SMEs in our sample, their share in the sample of approximately 3 percent is consistent with their share in the entire population (Industry Canada, 2012). Furthermore, the relatively high propensity of immigrant-owned SMEs to internationalize is also consistent with their disproportionately large share in the population of Canadian exporters (Industry Canada, 2009). For these reasons, we are confident that externally valid inferences may be drawn from our empirical analysis of the internationalization strategies of immigrant-owned SMEs. However, in response to potential concerns about the precision of our estimates, we encourage the reader to place more weight on the qualitative results (i.e., sign of the estimated coefficients) than the quantitative results (i.e., magnitude of the estimated coefficients). While we expect the sampling error associated with the full sample of immigrant-owned companies to be small, if any, it has the potential to be relatively high with respect to the smaller sub-samples of immigrant-owned businesses. Therefore, future research with large sub-samples of immigrant-owned businesses by language may add to our study by verifying the magnitude of our key estimates.
Finally, our data did not allow us to determine whether immigrant-owned SMEs that were identified as domestically oriented were actually involved in a global value chain or importing activities. In addition, a more nuanced specification of internationalization strategies, as reported recently (e.g., Baum et al., forthcoming), might inform future research. Additional evidence along these lines would provide a more complete picture of the international orientations and strategies of immigrant entrepreneurs and thus corroborate our findings in this paper.
6. Conclusion
This study has shown that although immigrant entrepreneurs may be relatively more open to conducting business abroad than other entrepreneurs, they tend to be selective in their pursuit of regional or global markets. This finding partly reflects the response of such immigrant entrepreneurs to the challenges of forming and maintaining trusted business relationships that confer dynamic competitive advantages in the form of learning engendered through exclusive access to tacit knowledge and other complementary resources. We have shown that the native languages of immigrant entrepreneurs play a significant role in SME internationalization strategies. In particular, immigrant entrepreneurs appear to favor global internationalization over regional internationalization when language barriers make relationship building difficult in regional markets.
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Table 1 
Descriptive statistics 

	
	
	1
	2
	3
	4
	5
	6
	7
	8
	9

	1
	Global markets
	1
	
	
	
	
	
	
	
	

	2
	Regional market
	-0.077*
	1
	
	
	
	
	
	
	

	3
	Immigrant-owned 
	0.026*
	-0.020
	1
	
	
	
	
	
	

	4
	French 
	-0.014
	-0.020
	-0.024
	1
	
	
	
	
	

	5
	English
	-0.018
	0.011
	-0.054*
	-0.141*
	1
	
	
	
	

	6
	Allophone
	0.0147
	0.013
	0.076*
	0.066*
	-0.113*
	1
	
	
	

	7
	R&D intensity
	0.143*
	0.082*
	0.050*
	-0.016
	-0.019
	-0.009
	1
	
	

	8
	Company size
	0.094*
	0.033*
	-0.038*
	0.056*
	0.135*
	0.018
	-0.013
	1
	

	9
	Productivity
	-0008
	0.000
	0.001
	-0.020
	-0.034*
	0.028*
	0.000
	-0.195*
	1

	
	Mean
	0.045
	0.051
	0.027
	0.194
	0.616
	0.190
	3.212
	1.385
	10.768

	
	S.D. 
	0.208
	0.221
	0.015
	0.396
	0.486
	0.392
	12.448
	0.998
	3.866

	
	Data Source
	GIFI
	SFSME
	SFSME
	SFSME
	SFSME
	SFSME
	SFSME
	GIFI
	GIFI




N = 3,077
*p < .05.



Table 2
Propensity of SMEs to follow a global internationalization strategy relative to a domestic market focus: results from multinomial logit regressions.


	
	Model 1

	Model 2

	Model 3


	Immigrant-owned
	2.224*** 
(0.631)
	1.945*** 
(0.706)
	1.067 
(1.182)

	Frencha
	
	1.132 
(1.490)
	1.132 
(1.497)

	Allophonea
	
	0.880
(0.562)
	0.827
(0.592)

	Interaction effectsa:
	
	
	

	     Immigrant-owned*French
	
	
	-1.003 
(1.739)

	    Immigrant-owned*Allophone
	
	
	1.008 
(1.466)

	R&D intensity
	0.021*** 
(0.007)
	0.022*** 
(0.007)
	0.022*** 
(0.007)

	Company size
	0.389*** (0.127)
	0.394*** 
(0.137)
	0.393*** 
(0.137)

	Productivity
	-0.003
(0.050)
	-0.020
(0.055)
	-0.0186
(0.056)

	Controls for province fixed effects 
	Yes
	Yes
	Yes

	Controls for industry fixed effects
	Yes
	Yes
	Yes

	Controls for birth year fixed effects
	Yes
	Yes
	Yes

	Log pseudo-likelihood
	-33,721
	-33,961
	-33,913

	Wald Chi–squared
	268
	315
	757




Note: SMEs that adopt a global internationalization strategy generate significant exports in regions other than North America. Simultaneously, they export to or have a strategic interest in the regional market. However, SMEs that adopt a regional internationalization strategy will only export to the regional market in addition to serving the domestic market. 
N = 3,077. Standard errors in parentheses.
aReference category is English. 
*** p < .001, ** p < .05, and * p < .01.



Table 3 
Propensity of SMEs to follow a regional internationalization strategy relative to a domestic market focus: results from multinomial logit regressions.

	
	Model 1

	Model 2

	Model 3


	Immigrant-owned
	-0.748 
(1.118)
	-0.854 
(1.157)
	0.034 
(1.582)

	Frencha
	
	-1.776** 
(0.812)
	-1.770** 
(0.808)

	Allophonea
	
	-0.331 
(0.459)
	-0.301 
(0.459)

	Interaction effectsa:
	
	
	

	     Immigrant-owned*French
	
	
	-11.691*** (1.890)

	    Immigrant-owned*Allophone
	
	
	-3.489 
(2.191)

	R&D intensity
	0.013 
(0.010)
	0.013 
 (0.010)
	0.014 
(0.010)

	Company size
	0.539*** (0.118)
	0.550*** 
(0.115)
	0.555*** 
(0.116)

	Productivity
	0.058
(0.081)
	0.078
(0.081)
	0.076
(0.083)

	Controls for province fixed effects 
	Yes
	Yes
	Yes

	Controls for industry fixed effects
	Yes
	Yes
	Yes

	Controls for birth year fixed effects
	Yes
	Yes
	Yes

	Log pseudo-likelihood
	-33,721
	-33,961
	-33,913

	Wald Chi–squared
	268
	315
	757



Note: SMEs that adopt a regional internationalization strategy will only export to the regional market in addition to serving the domestic market.
N = 3,077. Standard errors in parentheses.
aReference category is English. 
*** p < .001, ** p < .05, and * p < .01.





Table 4
Propensity of SMEs to adopt a global internationalization strategy relative to a regional internationalization strategy: results from multinomial logit regressions.

	
	Model 1

	Model 2

	Model 3


	Immigrant-owned
	2.972** 
(1.208)
	2.799** 
(1.305)
	1.445* 
(0.780)

	Frencha
	
	2.908*
(1.590)
	2.901* 
(1.568)

	Allophonea
	
	1.211* 
(0.682)
	1.128* 
(0.601)

	Interaction effectsa:
	
	
	

	     Immigrant-owned*French
	
	
	10.658*** 
(2.489)

	    Immigrant-owned*Allophone
	
	
	4.497* 
(2.541)

	R&D intensity
	0.008 
(0.008)
	0.008 
(0.009)
	0.008 
0.009)

	Company size
	-0.150 
(0.157)
	-0.156 
(0.165)
	-0.161 
(0.166)

	Productivity
	-0.061
(0.090)
	-0.098
(0.093)
	-0.094
(0.095)

	Controls for province fixed effects 
	Yes
	Yes
	Yes

	Controls for industry fixed effects
	Yes
	Yes
	Yes

	Controls for birth year fixed effects
	Yes
	Yes
	Yes

	Log pseudo-likelihood
	-33,721
	-33,961
	-33,913

	Wald Chi–squared
	268
	315
	757



Note: Standard errors in parentheses.

Note: SMEs that adopt a global internationalization strategy generate significant exports in regions other than North America. Simultaneously, they export to or have a strategic interest in the regional market. However, SMEs that adopt a regional internationalization strategy will only export to the regional market in addition to serving the domestic market. 
N = 3,077. Standard errors in parentheses.
aReference category is English. 
*** p < .001, ** p < .05, and * p < .01.
