Why Do New Ventures Internationalise?
A Review of the Literature of Factors that
Influence New Venture Internationalisation
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ABSTRACT

his paper presents a review of the literature on internationalisation of new ventures,

with particular focus on the factors explaining why new ventures internationalise
at inception. The paper draws together findings from the most-cited publications most
closely associated with factors explaining new venture internationalisation across various
industry sectors. The paper draws on theoretical push and pull constructs to organise and
classify the most recurrent findings across extant studies driving the early and rapid inter-
nationalisation of new firms. What emerges as central to understanding these firms is the
role of the entrepreneur, who can act as a pivotal force in the decision-making process and
who also represents an intermediating factor between push and pull forces in a new firm's
decision to internationalise.
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INTRODUCTION
The international landscape, once regarded as off-limits for new firms, is now becoming
not only an option for some firms, but also a strategic route for survival (McDougall et
al., 1994). The rapidly changing global business environment, global economic integration
and advances in technology and communications have created unprecedented opportu-
nities for small firms looking to extend their sales activities beyond the domestic market.
This has been reflected not only in the large number of small- to medium-sized enterprises
(SMEs) that have availed of international expansion in recent times but also in the number
of firms - more commonly referred to as international new ventures (INVs) - that have
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internationalised and have engaged in international business from their inception (Autio et
al., 2000; Oviatt and McDougall, 2005). Many recent studies (Aspelund et al., 2007; Mudambi
and Zahra, 2007) have used Oviatt and McDougall’s (1994: 49) definition, describing INVs
as ‘firms that seek internationalisation and derive at least 25% of their total sales from
foreign markets in the first few years of operation’. Knight and Cavusgil (1996: 11) concep-
tualise INVs as being “small, technology-oriented companies that operate in international
markets from the earliest days of their establishment’. It has been well documented in the
empirical research that an increasing number of firms can be classified as INVs according
to the above definitions. The most common denominator of all these various definitions in
the literature is that the firm acquires significant export involvement early in its life cycle.
An increasing number of firms can be classified as INVs, and although many researchers
have given such firms many titles,' in essence they refer to the same thing. The name INV
has been adopted in this review.

There exist three published and comprehensive literature reviews on INVs; these are
by Keupp and Gassmann (2009), Aspelund et al. (2007) and Rialp et al. (2005). Building
on these works, this inquiry is more specific in its review. The focus of this research is to
identify and review the factors influencing the firms” decision to internationalise at or near
inception. Although noting the value of Oviatt and McDougall’s (2005) paper, this review
does not seek to measure the factors that regulate the speed of entrepreneurial interna-
tionalisation and country scope. Instead, it aims to synthesise findings from key published
studies on INVs, specifically pertaining to factors influencing a new firm’s decision to inter-
nationalise. Secondly, this review draws on constructs of push, pull and mediating forces
of the entrepreneurial mindset (Etemad, 2004) to organise and underpin the key findings
on extant INVs. The paper concludes by identifying some avenues for further research.

SYNTHESIS OF LITERATURE
An interesting and relevant research question is “Why do some new firms choose to go
international within a few years of starting up rather than to purely focus their efforts
on home markets?” Many researchers have conducted studies within this field and have
found several factors driving new firms to internationalise. Table 1 presents findings from
key studies on INVs operating across both high and low technology sectors.

From a review of key published studies in the INV literature (Table 1), some initial
observations can be made. Firstly, there exists much consensus and overlap of factors in
the literature that warrant a framework categorisation. Secondly, most of the studies reveal
that a key factor leading to early firm internationalisation is industry related. In particular,
the dynamic nature of high-technology industries characterised by technological and short
product life cycles coupled with high research and development (R&D) costs lead to early
and rapid internationalisation (Johnson, 2004). Thus, it may be no coincidence that the
INV firm has been studied in predominately high-technology and knowledge-intensive
sectors, whereas a limited number of studies exist in traditional sectors: the crafts industry
(McAuley, 1999; Fillis, 2001), the seafood sector (Evers, 2010; Knight et al., 2001), the wine

IJM2011indb 18 @ 18/07/2011 12:12:00



19

IRISH JOURNAL OF MANAGEMENT

(panunuoD)

ay1] 1onpoud
140ys 01 pa| A4asnpul JO SJ4NIBU [BUONEBUISIU| '€
sJaulded duomIaN 7

PUBWISP J1ISSWOP paiwi ‘|

yoeoudde Apnis-ased {ydJeasal

Auoreao[dxa ‘[edrdidwa (saniAnde Supnayew

|[BUOBUIDIUI 3DNPUOD puE saiunlioddo

19w uglaJuoy ansand o3 sdiysuonead

34oMIBU Jo 3sn J1dYa uo 3uisndoj quswdojeasp

19)JEeW [BUOPEBUJDIUI 03 Ydoeoudde saunjusa
A3ojouy291-y31y |elunausidaaius ay3 sujwexs o

(S661) oaunpy
pue oj]21n0D)

S$)]JOMI3U ssaulsng |euoiyeudalul

Suouys aAey sunauaudanus [eqo|D) '€ dn-3Je3s dp3sswop € (se61)
pasualiadxa AjjeuoneuJsiul aJe suadeuel ‘g | Jo [eqojS & 2q pjnoys paJapisuod 3ujaq ssauisnq lle8nodN
uondadul Wwouy sIsIXd UOoISsIA [eqO|3 °| | Y3 JayIaym aUIWISIBP 03 S32.40) SUIALIP A3)| XIS pue 13eIAO
$J0103S dAISUIIUI
-921AJ3s pue A3ojouyda1-ydiy o1 3uiduojaq
SWwJl |[ews jo ssado.d uonesijeuoneulalul
uoeEs|[euoIBUISIUI pue uois|dap 140dxa [eniul aya ul Au1osyl
pa.933141 peouqe diysiamoy|oy uai|D sa3e31s 93 JO 9dUBAI|DJ dY3 ISAJBUR O] (se61) 1°P9
uonjesijeuolyeu.iaju| Jeap
w4 Aj4eg Supuanjjuj s10jde4 Apn3s jo aAndalqo [doyany

uonjesIeuorjewIdju] WLy A[req jo siojde] SurdJruspy sarpnig A9 snoraaid ;[ d[qelL

18/07/2011 12:12:00

1JM2011.indb 19



20 Why Do New Ventures Internationalise? A Review

(panunuo))

Js1ealayy

uoos pue 3ulpunoy Je Wiy 3Y3 Aq pade}

SuoI3IpPUOD 924Nn0osaJ pue Asisnpul ay3 uodn
3ua8unuod Ajjeuly si uonesijeuoneulNUl AlJe3 7

$J0322.1p JO

pJeOQq 33 JO 32U3[IdXS HJOM [EUO[IBU.ISIUI

ay3 pue a3ejueApe dARIRAWOD JO 324N0S

® SB uoneuaIaylp 3onpoud jo asn ay3 o3
pa1e[od A[30241p SI uonesijeuoIeuldIUl AjJeg |

yoJeasad aanenuenb pue [esidwy (Od|)
Suiuayo 21iqnd [eniul sy jo swil 3y 3e Sunok
A[9AIIE[3J ||13S PUB S SY3 Ul PISEQ SIINIUDA
[enuaiod Ay3iy ‘mau jo uoiesijeuoineuISIUl
JO 3URI%3 a3 jo (Aujiqeryoud pue yimou3
S3Jes JO Sw.) ul ddueW.Iopdd Juanbasqns)
SSWODINO pUE (S1ISLISIDBIBYD [BUNIDNIIS

pue 21391..1S) SIUSPIISIUE I SUIWEXSD O]

(9661)
‘|e 35 poo3poojg

(1007) 18 32 3y31uy| 1(0007) I
12 U3SPe|N (£66 ) SIEAIaS pue uaspely ((0007)
uoyydneNd| pue ||9g :Aq parJoddns suo1de) XIg

S$HJoMIBU [BGO|D) 9
Sl ||B O3 9]qISSI0¢. aJow

YoNW UONESI[BUOIIBUISIUI JO SUBSW BY | °G
(230 4Apqeadepe

‘A1q1x3}4) SIS JO saSeIurApe JuIBYU| '}
A8ojouyday

SUOIEDIUNWIWOD Ul S9DUBAPE JUIIY °E

sa130jouyda] ss920.d Ul SEOUBAPE JUIIDY T
S39dJBW 3YdIU JO

SWJl} 9S9Y1 UO YdJeasal

Sunonpuod oy saydeoudde s|qissod uayo o] °g
saluedwod Jajews Je Juswageuew

Joj pjoy Aew sANJ| 3ey2 suonedijdwi 3s938ns o] §
9ouadJaws JPY)

01 9514 USAIS aAey Aew ey suo1de) asodoud of '¢
swJy AN JO sanslis1deIRYd

pue 25uag.JaWa JUSIAI dY) 3GIIISAP O] T
Joauayl swisILID pue

(9661) 18snaeD

9]oJ 3uiseaudu] ay) — SUONIPUOD IN|JeW MIN| °| | K103 UOIIES|[BUOIIBULISIUI [BUOIIIPEII MIIAI O] °| pue 3y3iuy|
uonesijeuoyeu.aju| Jeap
w4 Aj4e3 Supuanpuj s103de Apn3g jo aAnd3lqo Joyany

(panupguo)) : a[qe],

18/07/2011 12:12:00

1JM2011.indb 20



21

IRISH JOURNAL OF MANAGEMENT

(panunuo))

uoes|iwolsnd 1dnNpoJdd 't

SN ut Jo31das yoa1-y3iy ut SAN|
‘saAnoadsaad Ajiqedes jeuonesiuedio pue A1oay

s3utiayo Yoa-ydiy jo | 3sod uondesues) JO SHIOMIWEI [Bd132.409Y3 Sulsn (0007) Aeaunyy
w0y aya ul s1onpoud sAaneaouur Aijenb-ydiH | SANI JO sepow A11ud Jo 9210y dY3 SUIWEXd O] pue [93.ng
1WL9
A8aea1s/9ZIS W] °G (sessauisnq Suidiaws jo ajod aY3
suonipuod AJasnpuj 'y [ pue‘uonesijeuoneuJsIUl JO SSPOW PUE YIpeauq
Awouods [eanljod ‘€ 3uiajoaur) diysanauauadanius jeuoneudsiul (6661)
sanium.oddo yimous udieaod g pa3eJaaoe Sulure|dxa Auoayl djweuAp & |le8no QN
uoneAouul A8ojouyd3] ‘| Suidojaasp Jo} Suomawely & dojoasp 03 wiy pue 1eINO

uonEes|[eUOIIBUISIUI WLl
AjJea 01 pa| adualiadxa wes) Juswadeuew doj

uonesijeuoneuaiul IS ul (SLIN1)
swea) Juawadeuew doy Jo ajod ay3 aJojdxa of

(L661) 12ydsi4
pue Jagnay

sanjiqeded pue 9cualiadxa sJapunod
A8ojouyda] ¢

swoy 1e 10npoJd aydiu 4o} puBwWSp PaWIT T
SUORIPUOD 19XJeW MIN °|

‘yoeoudde Aueuonnjoas
ay1 pue ‘yoeoudde uomiau ([euoneulsiul)
33 ‘[oPO-N 3Y3 03 SHjul| [ed1nadoay |
SANI jo uouswouayd
2y Jo saydeoudde [eonauoayy pue sadu0) ulAlqg

(L661) sreasss
pue uaspel

swuly pue syonpoud yoaa-ysiy jo uonesijeqo|d
109)J8 OS[ SID.I0} [EIUSWIUOUIIAUD [BUIDIXT “E
Ansnpul
yo33-y31y Buidsaws suo jo sdadse anbiun g
AJasnpui ays jo aumeN " |

sjopow
ssad0.4d uonesijeuoneulUl d1I9USS dJoW dY| ‘T
[opow 324> 3onpoud d1153ds S UOUIBA |
:uoisuedxa |eqojg jo sjppowl
[BUOIIIPE.II OM] JO SJUSLIDD LIIM SIDUIN|JUI
J3Y30 JO J93SN|d B SAUIqUIOD JBY) UONESI[eqO|S
Jo [apow pajea3aiul ue jo Juswdojpasqg

(9661) Bramuas
pue s149qoy

uonesijeuoyeulaju|
w4 Aj4e3 Supuanpuj s103deq

Apnis jo aAnd3lqo

Jeap
joyIny

(panupguo)) : a[qe],

18/07/2011 12:12:01

IJM201L.indb 21



22 Why Do New Ventures Internationalise? A Review

(panuzuoD)

s3onpoud pappe-anjeA-y3iy JayQ ‘¢
A3ojouyday
Jo ssadoud ur y3noayjeauq auedyiudis

paunsnl Ajppim pue papiaoud ae

suLly 9say3 Jo 34oddns ul sUonEpPUSWWODA. pue
suondaulp Ad1jod Mau ‘sny | "UolIesijeuoIBUIAIU
JIS Jo 3u0ddns ul Ad1j0d d1qnd 03 Jussaudau

® 03 anp — sai3ojouyd33 UoRINPOId ‘| sl (paseq-o8pajmou| 40 dAISUIUI (0002)
(9661) -921AJ3s/-93pajmoud]) AN Jo dduadiawd uoIdneNdI
[18snAaeD) pue 1ySiuy| Jo s.a012e) Xis sydoddng Suimou3 ay3 1ey3 a3uajjeyd ays punodxs o puUe |39
yamou3
[euoneuaaul 3usnbasqns s11 uo A8ojouyd91 240>
s11 jo Aujiqeaiwi| aya pue Aisusiul 93pajmou|
Jnauaidanua S ‘S9|BS [BUONBUISIUI IS.1J I8 Wl B Jo 33e
JO 92Ud1IdXd HJOM |BUONBUIRIU| ‘T ay3 Jo 51093 aY1 sulwexa 01 padojaAap si (0002)
3onpoud aAIsuaul-93pa|Mou| * | S lomdWe.y paseq-3ulules| pue -a3pajmou| ‘e 30 onny
swJly 9sayy jo AlJofew
9y Joj Juersodu si ‘s1ovjaeW [BqOIS pUE
[620] 9Y2 UO Y10q ‘SHIOMIBU JO UOISSISSOd ‘}r
19SpulW [BUONEBUJISIUI SAndududauiug ¢ saLasnpul Yoo-y3iy-uou uj 1esado (0002)
uononpoud ASojouyds] 7 | Apsow yaiym sAN| ysiueq [ed1dA1 jo asii aya Joy uassnwsey
S19)JBW M *| | suonipuodaud se s9240) SUIALIP [BUIIXD JO MIIADY pUE S[eAIDS
suolINqLIIUOD SJoyine Jaylo
(9661) uodn paseq SAN|| JO skl JUdd3. Y3 puIyaq (0002)
[18snaeD) pue 3yiuy| Aq s3ulpuly syuoddng $92.40} SUIALIp urew ay) jo uondLdsap jolug ‘|e 19 uaspel|
uopjesijeuojeuajuj Jeap
w4 Aj4e3 Supuanpuj s103deq Apn3g jo aAnd3lqo joyany

(panupguo)) : a[qe],

18/07/2011 12:12:01

IJM2011.indb 22



23

IRISH JOURNAL OF MANAGEMENT

saniunyioddo
19)JewW U120} SUlAJIUSPI SHJOMIBU [BIDOS g
SMOYs dped] g
(jeoo| Ajuo) sduatiadxa Ansnpul Jold
IJeW SYIIN| ‘€
AJisnpul mau Jo uoneaud) g

SUONIPUOD 13¥JB| ° |

AJasnpuj poojeas ysid| ays ul
Sunesado sdn-1ue3s 3u0dxs Jo swy 3sed 33UY3 Jo
uonesijeuoneulU| SudUIN}UI SI0308) d0[dXd Of

(0107) s42A3

Aaasnput aya ul s9[24d 91| 240YS T
sjusawdojaasp 1onpoud [ediSojouydal pidey *|

sway y291-ysiy 3N pue
SN jo Apnis aAneJedwod e sasn ‘asijeuoiyeulalul

01 S3UINIUSA MU 3uldUSN[JUI S10IDB) SDUIWEXT

(+007) uosuyo(

SUONIPUOD 1B T
UOIIBIUSLIO [8qO|3 SJ3XEW UOISIDaP 3Y] |

UONENIIS [BIUSWUO.IAUS pue
uoneudLIo [eqo|3 A8a1eu3s 140dxa ‘sadelueApe
2AnNadwod Jo swud) ul s|eqo|3 uJoq se paljisse[d
J0U swuly Suindodxa 9SOyl pue SAN]| U99MI19q
3unsixa saduauayip ays Sulkpnis Aq uouswousyd
ANI @42 jo Suipueisiaapun Jay3any dojoAsp o]

(z007) usoy

‘pa323dxa se juerdoduwil Se 30U SeM AN]| Y3 JO
SuIpuNoy a3 1B HJOMISU B JO IDUIISIXD Y] °E
AJessadau
SEM UO[ESI[BUOIBUIIUI )BIPAWW| T
AJasnpul Jo uoesI|BUOIIBUISIUI
Jo 9a.8ap/suonipuod Aasnpuj ‘|

suLIly
[eqo|3 uJoq uel[eJISNY/ PUE YSIUB(] WO} BIEP
Yam Apmis aAnelljenb pajusiio-ased ‘edriidwy
3upjJomiau pue JuswIdeUS ysnoys
Supjew asuas :ssadoud ulpunoy ay3 Ul SINRIAIIOE
Jofew om1 y3nouys ‘su012e [eUONBUISIUI
Ajje1adsa ‘suayro 01 uonead ul AiedoAinbs sy
pasnpaJ sey ANJ| Ue JO J3punoy ays moy 33s of

(1002)
‘e 39 ussshwisey

JUsWIIWIWOD Juswadeuew
YaIm pajdnod ‘(s)4oMmIau) SI10BIUOD SBISIIAQ '€
93pajMmoud]| 19)JeW [BUOIIBUINIU| T

Aaasnpul aya ul 9dustuadxa uswaseury, ||

AJ1oays euonipesy o3 sasod siy3 saduajeyd
SY1 pue ‘ANJ| Ue 3UI9q YIIM PIIBIDOSSE S.10108)
ay3 ‘AIISNPUI BUIM SIS UBI[EIISNY YD UIYIM
$ISIXd SAN]| JO uouawouayd ay3 i UIeIIadse o]

(1002)
AJ1iaquieg pue

BUDSSBWEIIAA

uoijesijeuojeuiaju|
w4 Ajaeg Supuanpjuj s1ojoey

Apms jo 2A13231q0

Jeap
[Aoyany

(ponuyuo)) : 3[qe],

18/07/2011 12:12:01

1JM2011.indb 23



24 Why Do New Ventures Internationalise? A Review

industry (Wickramasekera and Bamberry, 2001) and the manufacturing sector (Zucchella,
2002).

Thirdly, a dominant view in the literature is that INVs are typically led and managed
by internationally experienced founders and/or top management teams (TMTs) with
a wealth of international contacts (McDougall et al., 2003). In addition to an innovative
high-tech offering, a key impetus for early firm internationalisation has mainly centred
on the entrepreneur’s or TMT’s experience, contacts and prior foreign market knowl-
edge. However, the literature on INV firms has been quite vague and some of the factors
have only been superficially explored as to why new firms internationalise (Rialp et al.,
2005). For instance, little distinction has been made between the founder’s international
experience, industry experience and the personal ties acquired prior to start-up. Interna-
tional ties of the founder have been commonly associated with the founder’s industry and
management experience and have been found to be predominantly of a business nature,
e.g. clients, suppliers and economic-based partners (Larimo, 2001; Madsen and Servais,
1997; Moen, 2002; Pulkkininen and Larimo, 2002; Wickramasekera and Bamberry, 2001).
More recently, social ties have only begun to receive attention as important in driving early
internationalisation of the firm (see Ellis and Pecotich, 2001; Evers and O’Gorman, 2011;
Kiss and Danis, 2009; Zhou et al., 2007). Social ties, often referred to as informal business
relationships, are defined as relationships that consist mainly of social exchanges where no
economic exchange exists (e.g. family friends, community groups and informal acquaint-
ances) (see Evers and O’Gorman, 2011).

PUSH, PULL AND INTERMEDIATING FORCES

Similar to theapproach to extant INV reviews (Keupp and Gassmann, 2009; Rialp etal., 2005),
this review does not adopt a theoretical framework per se. However, drawing on Etemad’s
SME internationalisation framework (2004), this review integrates three constructs - push,
pull and mediating forces - as a framework tool to organise and classify the key findings
from the INV literature and to illustrate the dynamics of new venture internationalisation.
Figure 1 depicts a simplified framework of the constructs. Pull factors that influence a new
firm’s decision to internationalise can include both internal and external incentives which
pull the firm to engage in international business; for example, international market oppor-
tunities for wealth creation. Pull factors provide rich incentives for the entrepreneur to seek
out foreign customers as part of their overall business strategy (Etemad, 2004). Push factors
are a set of forces (or drivers) that are mainly internal to the firm and exert pressure on the
firm (from the inside) to internationalise. The push factors tend to be entrepreneurial in
nature and follow the Schumpterian quest for ‘creating” opportunities, especially when the
firm has ‘innovative combinations’ (e.g. innovative products, new to the economy) and the
wherewithal to realise them (Etemad, 2004).

Consistent with Kirznerian views of entrepreneurs and entrepreneurial firms, INVs can
display a response to large international ‘opportunities” (Kirzner, 1973), such as unful-
filled market demand abroad. For example, the manifestation of push and pull factors may
accelerate new venture internationalisation processes, especially when domestic market
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Figure 1: Simplified Depiction of the Dynamics of Push-Pull and Mediating Forces in
New Venture Internationalisation

Mediating forces
driving internal dynamics Forces pulling
of interactive push—pull new firm to
forces internationalise

Forces pushing
new firms to
internationalise

The interaction between
push—pull forces

Source: Adapted from Etemad (2004: 4). Reproduced with permission, © Canadian Journal of Administrative Sciences.

inertia may have been encumbering their efforts (Bloodgood et al., 1996). For example, a
small home market and large demand abroad render internationalisation a necessity rather
than a choice for survival (Evers, 2010). Enquiries conducted amongst smaller knowledge-
intensive firms also found that some firms ignore their domestic markets from the outset
and target ‘led” markets by focusing on highly specialised global niches (Bell, 1995; Boter
and Holmquist, 1996; Coviello and Munro, 1995, 1997; Madsen and Servais, 1997). New
firms can be pulled to world markets by more favourable conditions than those found
domestically (Evers, 2010; Thai and Chong, 2008).

Essentially, push and pull forces direct the firm’s strategy towards internationalisa-
tion. This view is reinforced by the firm’s perception that it may possess the capability of
matching suppliers with the unique resources to meet the market demands abroad. This
enhanced perception of a firm’s resources and capabilities is due to the favourable contri-
butions from both push and pull factors abroad. Also, the availability of resources in the
form of knowledge and experience, as well as capital resources, can also be significant in
the decision to exploit such opportunities for new firms. Hence, forces that push the firm
out can be the unique capabilities and competencies of the firm to overcome barriers such
as shortage of finance (Etemad, 2004) and multinational enterprise adversaries.

A third construct in this framework are ‘mediating forces’, also referred to by
Bell, McNaughton, Young and Crick (2003) as the mental model of the mindset of the
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entrepreneur, which can act as an intermediating force between push and pull factors.
The mental model of the firm’s founder can be characterised by his/her propensity to take
risks and his/her international outlook and orientation in exploiting foreign opportunities.
The manager’s perception of his/her external environment also impacts on the mindset in
international decision making and founder characteristics are particularly relevant for the
manifestation of internationalisation at inception (Kundu and Katz, 2003). The mediating
factors refer to those forces that result from the interaction between dynamics of the push
and pull forces bearing influence on the firm. It is a mediated impact, inasmuch as the
entrepreneur’s mindset vis-a-vis opportunity influences the true course of a firm’s interna-
tionalisation (Etemad, 2004).

Furthermore, the combined impact of push and pull forces is also intermediated by
the firm’s assessment of its internal resources and capabilities at inception; in the case
of new firms it is the entrepreneur as key decision maker which renders him/her as a
core intermediating force. Many researchers, including Rennie (1993), Hakansson and
Snehota (1989), Gulati (1995) and Huber (1991) have acknowledged the possibility of
such interactions and mediations. This review considers the entrepreneur as a pivotal
force in the decision-making process of the firm; their mental model and mindset repre-
sent the intermediating forces at play with push and pull factors. Each key finding is
discussed below.

Pull Forces

Global Dynamics of the Industry

It has been argued that the nature of the industry (see Table 2) has been influential
in accelerating the internationalisation process of firms (Johnson, 2004). The nature
of the industry, or the environment in which the firm operates, can have a significant
‘pull” effect on the decision to internationalise for new ventures (Oviatt and McDougall,
1997; Porter, 1980). Coviello and Munro’s (1997) study on New Zealand INVs found
that patterns of firm internationalisation did not follow the traditional stages model
(Johanson and Vahlne, 1977, 1990). Early internationalisation was influenced by the
nature of the industry the firms were operating in, predominately a highly competi-
tive high-tech sector, which features relatively short product life cycles. The degree of
internationalisation of the sector that INVs operate in has been found to also add to our
understanding of INVs in low-tech sectors. Studies on INVs have found that the decision
to internationalise was reactive, in response to industry and market conditions (Bell,
1995; Evers, 2010). In a recent study of Irish INVs in the aquaculture industry, findings
showed that early internationalisation was very much about survival, rather than the
need to exploit proprietary knowledge and gain first-mover product advantage (Evers,
2010). New firms may go international immediately in certain sectors where there is
already a pre-existing high degree of internationalisation and global integration in the
sector (Evers, 2010).
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Table 2: Factors Pulling New Ventures to Internationalise

Pull Forces/Reactive Motives Key Studies

Dynamics of the industry Jolly et al., 1992; Bloodgood et al., 1996;
Boter and Holmaquist, 1996; Roberts and
Senturia, 1996; Coviello and McAuley, 1999;
Oviatt and McDougall, 1999; Shrader et al.,
2000; Rasmussen et al., 2001; Knight et al.,
2001; Johnson, 2004; Evers, 2010

Global integration of the industry McDougall, 1989; McAuley, 1999; Shrader et
al., 2000; Fernhaber et al., 2007; Evers, 2010

Opportunity in global homogenous niche Jolly et al., 1992; Oviatt and McDougall, 1994;
markets Bloodgood et al., 1996; Knight and Cavusgil,
1996; Madsen and Servais, 1997; Madsen

et al.,, 2000; Knight et al.,2001; Servais and

Rasmussen, 2000; Larimo, 2001; Moen,

2002; Zucchella, 2002

Business networks Coviello and Munro, 1995; McDougall et al.,
1994; Larimo, 2001; Evers and O’Gorman,
201 I; Erramilli and Roa, 1990; Bell, 1995;
Hellman, 1996; Abouzeedan and Busler,
2007

Antecedent social ties Kiss and Danis, 2009; Ellis and Pecotich,
2001; Zhou et al., 2007; Evers and
O’Gorman, 201 |

Global Homogenous Niche Markets

Deeper and wider global economic integration and the synchronisation and greater central-
isation of economic activities have led to great market homogeneity across many industry
sectors (Bloodgood et al., 1996; Knight et al., 2001; Madsen and Servais, 1997). McDougall
et al.’s (2003) research has shown that INVs are common in globally integrated indus-
tries and are frequently found in international markets, which are fairly homogeneous
worldwide. The nature of the industry directly influences the product offering and vice
versa. The result of these market changes is that products can spread much more easily to
markets all over the world than they could before. The fact that the needs and wants of the
buyers have also become more homogeneous makes it easier for the sellers to use the same
product and marketing in different countries. These new market conditions encourage
firms to enter many new markets at a rapid pace.
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However, there appears to be some disagreement in the literature in relation to the
degree of product customisation. Mainstream research states that INVs are customer
orientated and that they engage in product specialisation according to client requirements
(Burgel and Murray, 2002; McKinsey & Company, 1993). This view has been challenged by
findings which suggest that high-tech start-ups choose a business area with homogenous
customers, because this involves minimal adaptation in the marketing mix as a means of
lowering costs and achieving economies of scale globally (Jolly et al., 1992). This means that
firms offer standard products to global niche markets where a minimal amount of customi-
sation occurs. This point is further supported by a study of a traditional manufacturing
sector (Zucchella, 2002) and the seafood sector (Evers, 2006), where, in the former case,
Italian INVs adopted this global niche strategy by offering standard luxury goods without
incurring costs of localisation. In the latter case, Irish seafood producers were found to offer
standardised products as ingredients to international food processors. New firms in tradi-
tional sectors thus have been able to respond to global, homogenous niche opportunities
facilitated by product and process technology. Despite some mixed findings, the emergence
of global niche markets can provide opportunities for new firms to internationalise.

Business Networks

The “increasing role of global networks and alliances” (Knight and Cavusgil, 1996: 56) means
that SMEs are often pulled into their business network and forced to become international
just to defend their position in the network (Johanson and Mattsson, 1988). If their clients
go abroad, they may be obliged to follow their clients and engage in the clients” networks
(Bell, 1995; Coviello and Munro, 1995). Many service firms have been forced to interna-
tionalise by following their customers when they entered foreign business networks, for
example, insurance and advertising (Erramilli and Roa, 1990; Hellman, 1996). The fact that
the customers of the firm are connected aboard, or are international, can also explain how
the firm selects and enters the market. Bell (1995) found that client followership caused
firms to internationalise early and rapidly in their life cycle, and thus is one of the reasons
why firms internationalise early. Evidence of client followership, together with indications
that some firms initiated exporting because of contacts with foreign suppliers, offers a
plausible explanation as to how and why software firms with such networks internation-
alise (Bell, 1995). Roberts and Senturia (1996) also found that domestic and international
clients of the firm exerted a pull towards early internationalisation.

Further developing the client network pull, the network theory of internationalisa-
tion suggests that firms can get pulled into a network. Coviello and Munro (1995) found
that their case firms were able to internationalise quickly by linking themselves to exten-
sive and established networks. Their decision to link into such networks is their decision
to internationalise; that is to say, the firms did not set out with the deliberate intention
of internationalising early. An unsolicited network can drag a domestic firm into foreign
markets early in its life cycle, and thus can constitute a pull factor in the framework.

Some small suppliers can be part of a global business network from inception, and this
automatically requires them to operate as international firms. These firms can engage in
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indirect internationalisation, although they may regard themselves as domestic entities
embedded in local networks. Their clients would be directly linked to this global supply
network, and this can indirectly impact on the supplier in terms of competitor and busi-
ness (Holmlund and Kock, 1998).

Antecedent Social Ties

One of the factors required to start internationalisation is an awareness of a particular
market opportunity (Reid, 1981). Initial awareness of foreign market opportunities is often
acquired through social ties (Komulainen et al., 2006; Lamont et al., 2000). This is because
information is not spread evenly across actors, and access to it may well be dependent on
former social contacts of entrepreneurs (Granovetter, 1985). The key actor in the interna-
tionalisation process of a small firm is commonly the entrepreneur (Ellis, 2000), as he or
she often initiates the internationalisation, and it is through the entrepreneur’s personal
contacts that information is generally acquired (Holmlund and Kock, 1998). Alertness to
foreign opportunities acquired through the antecedent social contacts of firms” founders
has been found to increase initial resource commitment abroad and shorten the time gap
between knowledge acquisition and the decision to enter the market (Evers and O’Gorman,
2011). Firms that are new in terms of the length of their establishment as legal entities are
often much “older” in terms of the length and variety of experiences of their owners and/
or managers and the external network ties they tap into (Madsen and Servais, 1997; Welch
and Luostarinen, 1988; Wickramasekera and Bamberry, 2001).

Social networks have been found to be particularly important to new ventures seeking
to internationalise because emerging organisations typically lack established business
ties (Aldrich and Zimmer, 1986; Greve and Salaff, 2003) and because the entrepreneur is
not part of a structured international business network as suggested by previous studies
(Bell, 1995; Chetty and Blankenburg-Holm, 2000; Coviello and Munro, 1997; Johanson and
Mattsson, 1988; Holmlund and Kock, 1998). Antecedent ties of the founder may be a cluster
of close, strong and personal informal ties and may be of a business or purely social nature
(McDougall et al., 1994; Oviatt and McDougall, 1994). Weak ties were found to be impor-
tant for the initial internationalisation of the INV firms (Sharma and Blomstermo, 2003). In
contrast, and similar to Uzzi’s support for the importance of strong ties for entrepreneurs
(1997), other studies found that close social ties were key enablers and mitigators in influ-
encing the new venture internationalisation process by identifying initial opportunities
and customers and rendering the transition to foreign business at start-up easier (see Evers
and O’Gorman, 2011; Zhou et al., 2007).

Push Forces

Limited Home Market

INV literature has also looked at the size of the home market, or the possibility of home
market saturation, when explaining why firms go abroad (see Table 3). A number of
studies on INVs have identified adverse home market conditions as a factor contributing to
early internationalisation, particularly in small, open domestic economies, where limited
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Table 3: Factors Pushing New Ventures to Internationalise

Push Forces/Proactive Key Studies
Motives
Limited home market Miesenbock, 1988; Aaby and Slater, 1989; Coviello and

Munro, 1995; Moen, 2002; Madsen and Servais, 1997; Bell,
1995; Zou and Stan, 1998; Coviello and McAuley, 1999;
Knight et al.,, 2001; Evers, 2010

Superior high-tech market Jolly et al., 1992; McKinsey & Company, 1993; Bell, 1995;

offering Oviatt and McDougall, 1995; Bloodgood et al., 1996;
Reuber and Fischer, 1997; Larimo, 2001; Moen, 2002;
Johnson, 2004; Autio et al., 2000

Internet and ICT Hamill and Gregory, 1997; Kotha et al.,2001; Berry and
technologies Brock, 2004; Loane et al., 2004; Mostafa et al., 2005; Loane,
2006; Knight and Cavusgil, 1996; Madsen and Servais,
1997; Oviatt and McDougall, 1995, 1999;Autio et al., 2000;
Madsen et al., 2000; Bell and McNaughton, 2000; Larimo,
2001; McDougall et al., 2003

Advancements in production/ [ Rennie, 1993; Bell and McNaughton, 2000; Knight et al.,

process technology 2001
The profile of founder(s):
International orientation Jolly et al., 1992; McKinsey & Company, 1993; Oviatt and

McDougall, 1994, 1995; Knight and Cavusgil, 1996; Eriksson
et al,, 1997; Harveston et al., 2000; Servais and Rasmussen,
2000; Larimo, 2001; Moen, 2002; McDougall et al., 2003;
Etemad, 2004

International work Oviatt and McDougall, 1994; McDougall et al., 1994; Shrader
experience of entrepreneur | and Simon, 1997; Coviello and Munro, 1995; Bloodgood
and TMTs et al., 1996; Reuber and Fischer, 1997; Larimo, 2001;

Kuemmerle, 2002; Harveston et al., 2000

Prior industry experience Welch and Luostarinen, 1988; Reuber and Fischer, 1997;
Rasmussen et al., 200 1;Wickramasekera and Bamberry,
2001

opportunities may also be a driver to internationalisation (Bell, McNaughton, Young and
Crick, 2003). Unattractive home markets validate immediate internationalisation (Bell,
1995). Equally, most firms recognise that this decision is a necessity more than an option
(Zucchella et al., 2005) due to the saturation of domestic markets, the need to react to global
competition, the need to reach a feasible market size in niche productions and the neces-
sity of following the market (Etemad, 2004; Zucchella and Maccarini, 1999). Also, domestic
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market limitations drove these firms to go abroad. Bell’s (1995) cross-national study into
the export behaviour of small computer software firms in Finland, Ireland and Norway
featured small, open economies, limited domestic markets and small firm bases. These
countries provide a good basis for a comparative study. These firms became highly export-
dependent, despite being geographically isolated from their principle export markets.

Adverse domestic market conditions and niche product opportunities can lead new
firms to become internationally proactive at start-up. Bell, McNaughton, Young and Crick
(2003) found that the impetus to internationalise came from necessity (i.e. adverse domestic
conditions and the need to generate revenues) rather from any proactive aspirations on the
part of management. According to Zou and Stan’s (1998) literature review, the relative
attractiveness of the home and foreign market environments has received little attention
in research. They found that most studies did not find a significant link between export
market attractiveness and export performance. On the other hand, however, Aaby and
Slater (1989) stated that an unfavourable domestic home market may create the incentive
to go abroad. Few studies on INVs have confirmed that a small market base has been a key
factor in stimulating the firm’s interest to go abroad (Bell, 1995; Coviello and McAuley,
1999; Evers, 2010).

In light of the above discussion, it has been found that adverse domestic market condi-
tions (in terms of small market size from limited demand and saturation) motivate firms
to seek foreign markets early in their life cycle (Bell, McNaughton and Young, 2003; Moen,
2002). In these studies, however, this finding is primarily coupled with other more impor-
tant factors, such as unique product opportunities, as noted earlier. Knight (1997) refers
to triggers of internationalisation which may explain why a firm experiences both export
pull and export push as well as the product/ market conditions that necessitate early inter-
national involvement. However, his discussion does not offer more insight into this factor
of demand and supply conditions. This point, however, appears to be one of the least
examined factors pushing firms abroad. In the INV literature, there has been little refer-
ence to the nature of home and foreign market conditions (see Evers, 2010). For example,
the market for Irish shellfish produce is international and thus necessitates Irish producers
to export at start-up to satisfy the demand of greater seafood consumption levels abroad
compared to miniscule levels in Ireland. Similarly, Bell (1995) found that the (small) home
market size led Finnish specialised software suppliers of hotel management systems to
chase revenues in their global niche hotel markets. Hence, studies of both low- and high-
tech sectors have validated the idea that the external market environment is a pivotal
factor in driving early firm internationalisation. Therefore, the interaction of small home
market and home supply (push) and large foreign demand abroad (pull) can itself trigger
immediate internationalisation (particularly for low-technology firms) (Bell, McNaughton,
Young and Crick, 2003; Evers, 2010; Zucchella and Maccarini, 1999).

Superior High-Tech Market Offering

Probably the most common factor enabling these firms to internationalise early and
quickly is the technological capability embedded in their products, production processes
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and know-how. A venture may seek a global presence in order to capitalise on its unique
set of resources, such as its management team and experience, and new product technolo-
gies. Early internationalisation is directly related to the use of product differentiation as
a source of competitive advantage, especially when the product is perceived by manage-
ment to be unique, it prompts early internationalisation (Bloodgood et al., 1996; Roberts
and Senturia, 1996).

A strong motivating factor is the need to swiftly exploit proprietary knowledge as
the main source of competitive advantage (Bloodgood et al., 1996; Crick and Jones, 2000;
Oviatt and McDougall, 1994), particularly in sectors where rapid technological change,
coupled with the difficulty of protecting intellectual capital and patents, contributes to
narrow windows of commercial opportunity. The accelerated progress of INVs to inter-
national markets is driven by a desire to gain first-mover advantage and to lock in new
customers. New firms must move quickly in the international markets because the result is
dependent on getting to the market before competitors copy and undercut the firm. Once
a knowledge-intensive product has been introduced, competitors will seek to uncover the
embedded knowledge or to produce equivalent alternative knowledge. The INV literature
suggests that INVs pursue narrowly focused niche strategies. Niche differentiation has
been shown by high-tech firms, which differentiate on technological attributes (Coviello
and Munro, 1995; Johnson, 2004).

Internet and ICT Technologies

Capitalising on the rapid developments in information, communication and digitised tech-
nologies, many new ventures of the 1990s were found to be early internationals (Hamill
and Gregory, 1997; Knight and Cavusgil, 1996; Oviatt and McDougall, 1994, 1995). With
greater advancements in information and communication technologies (ICT) since then,
more studies on INVs have identified internet-based technologies as a key driver of new
venture internationalisation, with the internet itself constituting a new mode of foreign
market entry for knowledge-based products and services, e.g. Amazon, Google, Daft and
many more. Berry and Brock (2004) identified the founder’s prior internet experience as
a critical factor driving the internationalisation activities of small high-technology firms.
Loane et al. (2004) found start-ups in Europe and North America were embracing internet
technologies from the outset and adopting an e-business format to be global from incep-
tion. Furthermore, internet-enabled firms were also found to be led by founders with a
global focus at the outset (consistent with push forces), resulting in internationalisation
from inception (Loane, 2006). Etemad (2004: 13) posits that ‘Expanding fields of informa-
tion systems and technologies empower internationally-orientated entrepreneurs to reach
remote markets of the world much easier and faster than their traditional counterparts, in
spite of time and resource constraints.”

Advancements in Process and Production Technologies

Other early internationalisation factors found in the literature include the advent of
increased specialisation spurred by production and process technologies, which in turn
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led to niche markets (McKinsey & Company, 1993; Rennie, 1993). The emergence of new
market conditions, in the form of niche markets, has been driven by technological develop-
ments in the areas of production and communication. New production process technology
means that small-scale operations may also be economically sound; therefore specialisa-
tion, customisation and niche production are more viable alternatives in today’s markets.

Knight et al. (2001) recognise a number of recent trends and echo those identified by
Knight and Cavusgil (1996) earlier in the article. Such trends are the increasing role of
niche markets and technological improvements, which result in the possibility of low-
scale production of advanced products. Small firms also have an inherent advantage in
terms of quicker response time, flexibility and adaptability, and are therefore more likely
to become an INV. Highlighting the importance of technological advancements, Bell and
McNaughton (2000) suggest that INVs offer high-value-added products due to a signifi-
cant breakthrough in process or technology. Research on New Zealand firms has shown
that production technologies are an important factor in their internationalisation processes
(Knight et al., 2001). For some traditional sectors, such as seafood, the strategy of first-
mover advantage through innovative high-technology products does not apply. However,
technology has been found to be a critical enabler for some sectors, such as INV seafood
processors, in terms of production automation processes and advanced logistics technolo-
gies. Evers (forthcoming) found that advanced R&D in logistics developed by one Irish
firm in collaboration with Trinity College Dublin allowed Irish live seafood exporters to
avail of this technology and deliver their product into lucrative Asian markets.

The Profile of the INV Founder/Entrepreneur

Researchers of international entrepreneurship argue that some firms become international
because of entrepreneur specific capabilities (Knight and Cavusgil, 1996; Bloodgood et al.,
1996). The role of the entrepreneur has become a central force in explaining why a firm
decides to internationalise early rather than later (Bell, McNaughton, Young and Crick,
2003; Larimo, 2001; Madsen and Servais, 1997; Oviatt and McDougall, 1994). These will be
examined below.

International Orientation of the Entrepreneur(s) (Push Factor):
The most distinguishing feature of INVs is that they tend to be managed by entrepre-
neurial visionaries, who view the world as a single, borderless marketplace from the
time of the firm’s founding (Knight and Cavusgil, 1996: 12).

Unsurprisingly, a global orientation and entrepreneurial vision have been the two most
prominent characteristics of INVs, based on previous studies (see Table 2). This is espe-
cially clear when INVs are compared with locally based and/or traditional exporting firms
that have been long established prior to exporting (Moen, 2002). There exists substantial
evidence to support the assertion that INVs have internationally orientated managers/
founders, which leads to the outcome of early rather than late internationalisation. Findings
also suggest that a distinguishing factor between global and locally based non-exporting
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firms was that the former had a stronger global orientation; this was suggested as a key
factor explaining why some firms remain in their home market: the absence of a global
orientation (Moen, 2002).

According to Knight (1997), a firm with ‘international orientation” has global vision,
proactiveness and customer orientation enacted by the founder/manager. Knight’s defi-
nition has been used as the main reference in the empirical studies of Larimo (2001),
Pulkkininen and Larimo (2002) and Moen (2002), which have investigated management
orientation in internationalisation. Geocentrism (global orientation) is linked to the ability
of INVs to make their own opportunities in the international marketplace (Knight and
Cavusgil, 1996). However, managers of gradually globalising firms have been found to
have more ethno-centric mindsets and only act when they are able to detect the opportuni-
ties and reduce the uncertainties of going abroad. In contrast, managers of INV firms are
expected to have more geocentric mindsets with more positive attitudes toward interna-
tionalisation (Eriksson et al., 1997; Harveston et al., 2000). The international orientation of
the founding entrepreneur has been important in shaping the future orientation of the firm
and ties in with McDougall and Oviatt’s (2000: 903) definition of international entrepre-
neurship: ‘A combination of innovative, proactive, and risk-seeking behaviour that crosses
national borders and is intended to create value in organisations.”

The reasons for a firm’s international orientation towards foreign markets have been
strongly connected with founder’s possession of prior international work experience
(McDougall et al., 1994). Global orientation stems from the prior international knowledge
and experience of the founder. In other words, international work experience must exist in
order for the founder to become internationally oriented.

Prior International Experience of the Entrepreneur and TMTs: As shown in Table 3,
previous work (McDougall et al., 1994; Bloodgood et al., 1996: Nummela et al., 2004) postu-
lates that managers with prior international work experience are more likely to be aware
of the potential challenges and international profit opportunities. This assumption that
international work experience is a prerequisite for early internationalisation and interna-
tional orientation has been unanimously supported, suggesting that those enterprises with
it are more likely to internationalise early than those without (McDougall et al., 2003).
Furthermore, findings from a study on Spanish manufacturing firms experiencing rapid
internationalisation suggest that international experience is a critical factor to be considered
by entrepreneurs/managers when starting internationalisation (Bello-Martinez, 2006).
Many empirical studies on INVs (Bloodgood et al., 1996; Eisenhardt and Schoonhoven,
1990; Hambrick and Mason, 1984) have found that entrepreneurial teams have replaced
the individual entrepreneur in the creating, leading and management of the INV. Many
authors (Bloodgood et al., 1996; McDougall et al., 2003) have supported the assumption
that TMTs make more appropriate subjects than founders themselves. In a more recent
study led by McDougall et al. (2003), when distinguishing between INVs and domestic
new ventures (DNVs), the authors adopt the position that TMTs are a critical resource
for the venture. ‘In making strategic decisions, ventures will rely on [the] experience of
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the entire top management team, as opposed to the single entrepreneur’ (McDougall et
al., 2003: 61). This finding suggests that internationalisation is related to the international
work experience of the entire TMT (a finding reflected in Bloodgood et al.’s (1996) study
of US-based INVs). Furthermore, Reuber and Fischer (1997) found that many INVs were
founded and managed by TMTs. Thus, managers of INV firms are likely to have higher
levels of international experience than managers of gradual globalising firms, and they are
more likely to perceive opportunities in an international arena.

Prior Industry Experience of the Entrepreneur(s): The ability to identify the opportunity is
also embedded in the entrepreneur’s possession of knowledge of the industry. Alertness to
new business opportunities is influenced by previous experience in the industry (Casson,
1987). Actual, specific, local industry experience as a separate category has received less
attention in the INV literature, as the main emphasis has been on experience solely of
an international nature. However, studies have found that the founder’s market knowl-
edge and the work experience transmitted from former occupations are important factors
(Larimo, 2001; Madsen and Servais, 1997; Moen, 2002; Pulkkininen and Larimo, 2002; Wick-
ramasekera and Bamberry, 2001). The prior industry experience and background of the
founders provided them with knowledge of the industry and their products from devel-
opment right through to commercialisation (Cooper and Dunkelberg, 1986). This study
reprioritises the founders” prior industry experience as an important source of industry
and product knowledge in both high- and low-tech sectors, which influences the decision
to go international at start-up (Evers, 2010; Larimo, 2001; Welch and Luostarinen, 1988;
Wickramasekera and Bamberry, 2001).

The influence of the above forces is intermediated by the firm’s internal dynamics in
terms of the entrepreneur-founder mindset, behaviour and international orientation as
discussed in the next section.

The Mental Model Entrepreneur (Key Mediating Force)

Gartner (1990) refers to entrepreneurs as individuals with unique personality charac-
teristics and abilities. They are characterised as being risk-taking, the locus of control,
autonomous (perseverant) and committed to vision creation. Also, studies have shown
that entrepreneurship has a positive influence on the firm in exploiting opportunities and
innovating for market requirements (Covin, 1991; Venkataraman, 1997). The majority of
studies emphasise the role of alert founders who capitalise on market imperfections by
linking resources around the world (Oviatt and McDougall, 1994). In SME internation-
alisation, Miesenbock’s (1988) literature on the export behaviour of firms notes that it is
generally agreed that an individual decision maker within the firm makes the decision
to export and has influence on the foreign market orientation of the firm. However, most
research has considered the individual decision to be at managerial level rather than at
the level of the entrepreneurial founder. More recently, authors on international entre-
preneurship argue that some firms become international because of entrepreneur specific
capabilities (Knight and Cavusgil, 1996). The importance of entrepreneurs has been
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highlighted in many studies on international firms and a positive relationship has been
identified between the entrepreneur’s international attitude, orientation experience and
network, and the firm’s international development (Ibeh and Young, 2001; Kuemmerle,
2002; Preece et al., 1999; Westhead et al., 2001). Below are examined those personal attrib-
utes that are found important in the literature for international entrepreneurial pursuit:
mindset, behaviour and alertness.

Mindset

More attention and greater examination of the entrepreneur and managerial characteristics
have been called for in international entrepreneurship research (McDougall et al., 1994). At
the managerial level, the attitudes and mindset of the management team play an impor-
tant role in determining the extent to which a firm engages in international activities. The
managerial international mindset can be defined as the propensity of managers to engage
in proactive and visionary behaviours in order to achieve strategic objectives in interna-
tional markets (Harveston et al., 2000). Bartlett and Ghoshal (1989) argue that managers’
cognitive processes affect the international strategic capabilities of the firm. Put more
simply, the mindset of the entrepreneur and the top management team affects the firm’s
expansion into international markets. It has been argued in the literature that a global
mindset is a prerequisite for INVs. Several studies have indicated that INV founders are
characterised by a strong international orientation and global mindset. The managers are
growth-oriented, entrepreneurial, proactive and committed to foreign markets (Nummela
et al., 2004; Rennie, 1993).

Behaviour

In the context of the INV, the common denominator is the importance of the entrepreneur
and entrepreneurial behaviour (McAuley, 1999; Knight and Cavusgil, 1996; Madsen and
Servais, 1997; Madsen et al., 2000; Oviatt and McDougall, 1994; McDougall et al., 1994;
Rennie, 1993; Zahra and George, 2002). These studies point out that analysis at the indi-
vidual level is important in understanding firms’ international behaviour. Rasmussen et
al. (2001) try to incorporate the entrepreneurship literature in examining the founding
process of the INV, stressing the interaction between the founder and his/her environ-
ment through two interconnected processes: sense making and networking. The role of
the founder in terms of background, experience, knowledge, network ties and particularly
entrepreneurial vision has been a prevalent theme in the empirical studies on INVs. Theory
building has put the entrepreneur as the dominant determinant of the INV (McAuley,
1999; Knight, 2000; Madsen and Servais, 1997; Oviatt and McDougall, 1994).

Alertness

Opportunities and opportunity recognition are essential to entrepreneurship, which has
been defined as ‘a process by which individuals - either on their own or inside organ-
isations - pursue opportunities without regard to the resources they currently control’
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(Stevenson and Jarillo, 1990: 19). Cooper (1981) suggests that entrepreneurs intuitively
perceive market opportunities. Barreto (1989: 9) states, “They are people who are alert
to information about potentially profitable resource combinations, when others are not.’
Alertness is included in the mental model of the entrepreneur construct, and it represents
a regulating force in our framework (see Figure 1 and Table 4). Entrepreneurial alertness
is essential in identifying international opportunities abroad and further reinforces the
argument for examining the role of the entrepreneur as the key decision maker in the inter-
nationalisation process of new ventures.

Table 4: Key Factors Mediating between Push-Pull Force and Firm’s Propensity to
Internationalise

Key Mediating Force Key Studies
The founder’s/founders’

International orientation and global mindset | Bell, McNaughton,Young and Crick, 2003;
Harveston et al., 2000; Loane et al., 2004

Alertness to international opportunities Oviatt and McDougall, 2005; Oviatt and
McDougall, 1994; Kuemmerle, 2002; Larimo,
2001; Rialp et al., 2005; Aspelund et al.,
2007; Keupp and Gassmann, 2009

As part of the opportunity recognition process, entrepreneurs may also be aware of the
value of the information that they come across. When entrepreneurs identify and exploit
opportunities, there is a great deal of learning involved. Not all of them possess the same
information or have access to the same information; neither do all of them possess the
capacity and talent to recognise and interpret valuable information. The entrepreneur uses
this superior information to create profit-making opportunities before others perceive
them. Their attention is focused only on data deemed relevant according to their knowl-
edge structure:

Information is filtered through their subjective knowledge structure, which is built on
personal experience and enables them to scan environments selectively (Prahalad and
Bettis, 1986: 489).

Thisselectivity may alsoresultinsome opportunities going unrecognised. Priorinternational
exposure changes knowledge structures so that information related to internationalisation
is deemed relevant and the value of that information is recognised. Many studies suggest
that the founder’s alertness to foreign market opportunities is due to international orienta-
tion and mindset, prior international experience and background (Harveston et al., 2000;
McDougall et al., 1994; Moen, 2002). Thus, entrepreneurial vision and the initial resource
endowment of the firm are key enablers of early internationalisation.
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CONCLUSIONS AND FUTURE RESEARCH DIRECTIONS

This paper draws a number of conclusions from the review and identifies areas for future
research. Firstly, across the studies no one factor alone would be deemed to lead to the
decision to internationalise early in the firm’s life cycle. However, the entrepreneur or
entrepreneurial team would be considered the central plank on which all other factors
rest. The centrality of the entrepreneur’s traits, knowledge base, networks and alertness
emerge as important factors in the early and rapid internationalisation of the firm; and this
may help explain why the entrepreneur decides to drive an early international start-up as
opposed to a domestic-market-based venture.

Secondly, a key contrast in findings in the literature brings about two types of orien-
tated firms: the predominantly internationally proactive firm and the predominately
internationally reactive firm. Research has focused on the high-tech sectors, reflecting the
knowledge-intensive nature of the product and the short life cycle as the main thrusters
motivating the firm’s decision to capitalise on its unique product by going abroad initially.
The majority of studies on INVs have mainly found that these firms are highly interna-
tionally proactive towards foreign markets. Prior international work experience of the
founder-entrepreneurs and their international proactiveness and orientation, and alert-
ness to opportunities, are key distinguishing factors for INVs. Studies have coupled the
TMT’s experience with a unique knowledge-intensive product as one of the main factors
influencing the decision to internationalise early. On the other hand, the INV literature has
accepted that small firm internationalisation can come about in a reactionary way, through
the pulling effect of the firm’s network ties (Bell, 1995; Coviello and Munro, 1995); these
network ties appear to be acquired after the young firm has established itself at home, and
before it internationalises.

Thirdly, previous studies have suggested that entrepreneurs go abroad as a result
of acquiring knowledge of foreign markets from their former international networks.
Research on the role of antecedent business and social network ties in the decision to go
abroad at inception has been limited. The role of industrial clusters in the INV’s domestic
market constitutes a platform for resource and network creation and building at local level.
On this point, this research prompts further investigation into the role of purely locally
based business and social ties in the internationalisation of new ventures.

Fourthly, much research has been paid to market and industry dynamics in the empir-
ical studies on INVs. Studies in this review have confirmed that some firms ignored their
domestic markets from the outset and targeted lead markets by focusing on global niches.
INVs are prevalent in computer, high-tech and R&D knowledge-intensive businesses with
short life cycles, and hence their orientation can be contingent on industry conditions.
However, the supply and demand conditions in the home and foreign markets alone have
been identified to be sufficient factors to create the environment for early firm internation-
alisation in more traditional sectors. Supply of product may exceed home demand, and
firms in this situation will be forced to seek out foreign markets. Equally, some foreign
markets may have a huge demand base for certain INV products, and therefore may be
willing to pay higher prices, thereby achieving economies of scale for the producer. For
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INVs in traditional sectors, the dynamics and level of internationalisation and integration
of the industry can also be useful perspectives to examine INVs in other low and medium
sectors - a less-researched context in international entrepreneurship.

Fifthly, INVs are mainly associated with the high-tech context, in terms of technology
embedded in the market offering and the use of ICT to enable the transfer of knowledge
assets. However, studies in traditionally based INVs have pointed to product and trans-
port technologies as being critical in enabling early internationalisation. It has been noted
that advancements in transportation and logistics have had a key influence on the decision
by seafood firms in New Zealand and Ireland to internationalise.

Sixthly, successfully internationalising new ventures have been the primary focus of
extant research, with no published research on INVs that fail to internationalise. Given
the considerable amount of research conducted on domestic failed start-up firms, factors
that impede new venture internationalisation would be an interesting avenue for further
investigation.

Seventhly, there exists much consensus in the literature in this area that warranted this
study and thus we were able to identify the most important reasons bringing out early
firm internationalisation. There is clear evidence to suggest that push factors - internal,
firm-specific factors, such as entrepreneurial attributes - combined with favourable pull
factors - external environmental conditions for internationalisation, such as supply and
conditions at home and a global niche market opportunity - lead to early and dedicated
internationalisation. The strategic management theories of the resource-based view and
the knowledge-based view of the firm may present useful frameworks to enable deeper
insight into the internal dynamics of new venture internationalisation.

Finally, in an attempt to build a framework explaining the early internationalisation
of small firms, this paper concludes that the confluence of push and pull forces (Etemad,
2004) can explain, to a large degree, a new venture’s decision to internationalise early, with
a key mediating force being the mental model of the founder. The new firm’s response to
these forces will not materialise (i.e. become an international firm) if the founder(s) does
(do) not embody an entrepreneurial mindset, behaviour and alertness. The entrepreneur is
a pivotal force in the decision-making process; his/her mental model and mindset repre-
sent the intermediating forces at play with dynamic push and pull factors. This research
suggests that the decision to internationalise is process-driven and dynamically encom-
passes many factors other than just a good high-tech product. By using this proposed
interactive framework, a deeper and more holistic understanding of new venture interna-
tionalisation is required.

NOTES
! The term ‘born global” has been the most popular (Rennie, 1993; Knight and Cavusgil,
1996; Madsen and Servais, 1997; Bell and McNaughton, 2000; Rasmussen, Madsen and
Evangelista, 2001; Larimo, 2001; Moen, 2002). Other names, such as ‘global start-ups’
(Oviatt and McDougall, 1995), ‘high technology start-ups’ (Burgel and Murray, 2000),
‘global high-tech firms” (Roberts and Senturia, 1996), ‘instant internationals” (Fillis, 2001)
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and “international new ventures’ (INVs) (Oviatt and McDougall, 1994; McDougall et al.,
1994; Oviatt and McDougall, 1997; Servais and Rasmussen, 2000), have also been used for
designating these firms.
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