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INTRODUCTION: INTERNATIONAL ENTREPRENEURSHIP
RESEARCH AND ITS CRITIQUE OF INTERNATIONAL BUSINESS
THEORY
International entrepreneurship (IE) research draws from work in
both international business (IB) and general entrepreneurship. It
examines, inter alia, entrepreneurial behaviour when crossing
borders (first stream), and makes international comparisons of
entrepreneurship as found in different countries and regions

(second stream), see Wright and Ricks (1994).1

Two influential IE articles have been bestowed with the JIBS
Decade Award, namely Oviatt and McDougall (1994) and Knight
and Cavusgil (2004). Both articles suggested the need for new
theory to explain the empirical phenomenon of ‘early internation-
alization’. These papers developed the concepts of International
New Venture (INV), and Born Global (BG), respectively, and
stimulated a lively debate on early internationalizing companies.
Oviatt and McDougall defined an INV as a:

...business organization that, from inception, seeks to derive significant

competitive advantage from the use of resources and the sale of outputs in
multiple countries (1994: 49).

Knight and Cavusgil’s definition of a BG was somewhat similar:

...business organizations that, from or near their founding, seek superior

international business performance from the application of knowledge-based

resources to the sale of outputs in multiple countries (2004: 124).
Usage of the words ‘new’ and ‘born’ in the definitions of INV and BG
highlights the importance of ‘earliness’ in internationalization.
Perhaps surprisingly, this observed earliness in the ‘early’ IE research
became the basis for much criticism voiced against extant IB research
that is still lingering at present. In fairness to IE scholarship, the field
has matured over the past few decades, as superbly demonstrated by
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Reuber (2018) in a recent overview of its main
research themes, but the foundational IE research
papers remain influential, even with newly minted
PhD graduates and junior faculty members.

Three elements would appear critical — according
to Oviatt and McDougall (1994) and many other IE
researchers — to the supposed inapplicability of
mainstream IB research to analyse properly INVs.
First, these authors argued that IB theory predicts
firms internationalizing only when they reach a
certain age and size, i.e. they follow a process of
gradual internationalization. It thus fails to explain
early internationalization. Second, and this is
related to the first criticism, the authors observed
that IB research focuses mainly on large, estab-
lished firms, typically multinational enterprises
(MNEs) with dispersed operations, thereby disre-
garding the internationalization path of young,
small ventures. Given that supposedly only the
latter suffer from severe resource constraints,
understanding their internationalization requires
new theory. Third, and this is also related to the first
point of criticism, IB research was viewed as paying
insufficient attention to the importance of individ-
uals (whether entrepreneurs or managers), precisely
because of its focus on established MNEs, where the
role of any one individual is less critical. In the next
sections, we briefly assess the validity of the three
above pillars of criticism voiced against IB theory.

THE NEGLECT OF EARLY
INTERNATIONALIZATION: A VALID CRITIQUE
OF IB THEORY?

The first point of criticism raised by IE scholars
against IB theory isits supposed failure to explain the
behaviour of firms thatinternationalize early in their

organizational life. As Knight and Cavusgil put it:
Born globals acquire a substantial, fundamental base of
international experience and knowledge that traditional
MNE:s typically have taken longer to acquire. In this sense,
born globals pose an important new challenge to traditional
views on the internationalization of the firm (2004: 137).
The empirical basis for arguing that early interna-
tionalization is a specific feature of these new types
of internationally operating firms (BGs and INVs)
and that these firms represent a new phenomenon
is not compelling. Admittedly, scholars studying
BGs do have a deep knowledge of the empirical
phenomenon at hand. But many of the large MNEs
that, according to IE scholars, differ so much from
BGs and INVs that new theorizing is required,
actually internationalized at an early age too. US-

based Ford started operations in June 1903, and
already exported cars to Canada 2 months later. In
August 1904, it established a wholly owned sub-
sidiary (Ford Motor Company of Canada, Ltd),
which started producing cars for Canada and other
Commonwealth countries by February 1905 (Wilk-
ins & Hill, 1964: 1, 18-20). Siemens, one of the
largest European MNEs, opened its London office in
1850, only three years after inception, and this
occurred in a period when barriers in the realm of
international transport, communication, trade, and
investment were substantially higher than today
(Siemens, 2017). Importantly, Siemens did not just
internationalize early and then disappear, but
morphed into a leading European MNE.?

As regards theory, the ‘traditional view’ men-
tioned by Knight and Cavusgil (2004) actually refers
to the Uppsala model, which has been criticized in
some IB literature for its rather deterministic predic-
tions about the speed, scope and mode of interna-
tionalization (Johanson & Vahlne, 1977). The
Uppsala model, though often referred to in the IE
literature, is not representative of mainstream, pre-
dictive IB research. Internalization theory, repre-
senting another component of mainstream IB
theory, builds upon transaction cost economics
(TCE) and resource-based foundations, and predicts
neither early, nor late internationalization as the
general case. The timing of international expansion
will depend on elements such as the non-location
boundedness of firm-specific advantages (FSAs) and
the comparative attractiveness of foreign expansion
opportunities as compared to domestic ones. As
Oviatt and McDougall themselves noted:

The foundation of the theoretical framework that we propose

is traditional in its reliance on transaction cost analysis,

market imperfections, and the internalization of essential

transactions to explain the existence of the MNE (1994: 52).3
In other words, early IE work intended mainly to
shed light on the internationalization of younger
and smaller firms, seldom analysed in mainstream
IB studies, but not invalidating in any substantive
sense the core foundations of IB theorizing. Here, it
should be recognized that most mainstream IB
theory has also evolved substantially over time, see
Narula and Verbeke (2015).

FAILURE TO ADDRESS ASSET PARSIMONY:
A VALID CRITIQUE OF IB THEORY?
The second pillar of IE scholars’ critique is related
to resource availability. Here, the mainstream IB
literature supposedly fails to explain the
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internationalization of firms under conditions of
‘asset parsimony’. Cavusgil and Knight note in their
retrospective piece, celebrating their JIBS decade
award winning paper on BGs that:

These firms appear especially adept at allocating their

resources under asset parsimony. Therefore, early and rapid

internationalization represents a novel form of international

expansion (2015: 4).

However, according to these same IE scholars, early
internationalizing firms are not necessarily
resource-poor; they just have different features that
they can leverage to compete. For example, Knight
and Cavusgil state:

...firms must possess specific knowledge-based internal

organizational capabilities that support both early interna-

tionalization and subsequent success in foreign markets

(2004: 136).

In IB theory terms, the above implies that firms must
command idiosyncratic FSAs. Hence, they should
not be considered resource constrained, or suffering
from ‘the liability of smallness’ simply because of
their young age or low employee number. Internal-
ization theory views international expansion as a
firm-specific phenomenon, driven by resources that
differ across firms (hence the usage of the terms FSA),
idiosyncratic location advantages, and the nature of
the transactions conducted (Verbeke, 2003). For
example, Knight and Liesch’s (2016: 97) description
of (entrepreneurial) opportunities based on a review
of the IE literature refers to ‘resource recombination’
in a way that mirrors resource bundling to craft FSAs
in IB theory. These authors describe opportunities as
“cross-national combinations of resources and mar-
kets”, and also note: “internationalizing entrepre-
neurs should search not only for foreign market
opportunities but also for tangible and intangible
resources and combine them in novel, innovative
ways”.

Firms that specialize in niche products might
internationalize early because it is inherent to their
business model (Hennart, 2014). Other firms might
internationalize early because of the bundles of
resources (constituting FSAs) they command, for
example resources embedded in a unique product,
valuable experiential knowledge, and access to
capital permitting engagement in multiple markets
from inception (Verbeke, Zargarzadeh, & Osiyevs-
kyy, 2014). Thus, the internationalization of young
and small firms does not challenge IB theory, nor
does it require ‘new categories’ of firms, such as BGs
and INVs, that supposedly can only be explained
through new theory. Upon further examination,
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BGs and INVs are not unique, nor as ‘global’, ‘new’,
and ‘international’ as they were purported to be in
early IE studies (Kuivalainen, Sundqvist, & Servais,
2007; Lopez, Kundu, & Ciravegna, 2009).

IE scholars sometimes point to the relevance of
networks as external resources supporting interna-
tionalization in a firm-level context of parsimonious
assets (Coviello, 2006). Yet, as illustrated even by the
Uppsala model scholars’ liability of outsidership
concept (Johanson & Vahlne, 2009), in today’s
economy, access to network resources matters to
any firm, young and old, small and large. [E research
may have enriched our understanding of networks
and the usage thereof by younger and smaller firms,
but analysis of networks has become an increased
focus of attention in many management sub-disci-
plines, including IB research, in recent decades.

IE scholars tend to use firm age and size as indicators
of asset parsimony. But a firm may be new and employ
only few people, while commanding substantial
financial and human resources. As one example, the
transport services provider Uber was launched in San
Francisco in 2010, and expanded to France in 2011,
the UK and Australia in 2012, and by 2015 it had
entered 58 countries (Uber, 2015). Its international-
ization was, on the one hand, the result of its business
model, consistent with Hennart (2014). On the other
hand, it was also supported by distinct FSAs, embod-
ied in its unique product and expressed by its capacity
to raise capital. By focusing solely on firms that
qualify as young and small, IE scholars studying INVs
and BGs capture either the early stage of organizations
that subsequently morphed into much larger MNEs,
or companies that have remained small because of
their failure to grow. Following this logic, a firm such
as Uber would be of interest to IE scholars only in its
initial phase, before becoming ‘too old’ or ‘too large’
to qualify. Siemens, in spite of its early internation-
alization, would also fall outside of the scope of IE
because it is an older, established MNE. In line with
Reuber, Dimitratos, and Kuivalainen (2017), we
would therefore agree it is important that IE scholars
‘liberate’ themselves from focusing mainly on young
and small firms, and on INVsand BGs. This refocusing
has to some extent been achieved already, given the
strong present emphasis in IE on identifying and
enacting opportunities across borders.

LACK OF ATTENTION TO THE INDIVIDUAL:
A VALID CRITIQUE OF IB THEORY?
The third point of criticism raised by IE scholars
against mainstream IB research is the latter’s
alleged disregard for the role of individuals, because
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of a prime focus on the organization as the main
unit of analysis. This supposedly contrasts sharply
with the IE literature’s focus, as noted by Oviatt and
McDougall:

Through the lens of their personal characteristics (e.g., years

of international business experience) and psychological

traits (e.g., risk-taking propensity), entrepreneurs observe
and interpret the potential of the opportunity, the potential
of communication, transportation, and computer technol-

ogy to enable internationalization... (2005: 542).

Empirical evidence confirms — as is to be expected,
since most international expansion moves includes
an entrepreneurial act (see infra) — that entrepre-
neurial features and resources indeed do influence
internationalization. This is true in particular for
managerial experience (Reuber & Fischer, 1997;
Shrader, Oviatt, & McDougall, 2000; Westhead,
Wright, & Ucsabaran, 2001). There is undoubtedly
ample scope for expanding IB research focused on
individual managers and entrepreneurs, but it is
also important to recognize the rich tradition in IB
of examining individuals, for example when ana-
lysing cross-border human resources management
practices and analysis of management teams (Adler
& Bartholomew, 1992; Miller, 1993; Reuber &
Fischer, 1997; Waldman et al., 2006). In fact, a
greater focus on individuals is consistent with the
TCE foundations of internalization theory (Verbeke
& Greidanus, 2009; Verbeke & Kano, 2016). The
continued challenge for IB researchers is to analyse
how behavioural characteristics of individuals and
these individuals’ decision-making choices cascade
upward into unit-level and organization-level
preferences.

IE scholars (and entrepreneurship scholars more
generally) often emphasize that internationaliza-
tion entails situational uncertainty, with entrepre-
neurial decisions having uncertain outcomes, as
exemplified by the two following quotes:

Fundamentally, internationalization is a process that is

executed under conditions of high situational uncer-

tainty...we define situational uncertainty as the combina-
tion of firm-specific, context-dependent ambiguity,
variability, and complexity of institutional, product, and
market conditions where the new venture’s appropriate
course of action is not immediately apparent... (Autio,

George, & Alexy, 2011: 13-14;)

...the pursuit of new business opportunities, whether

expressed as innovation and the introduction of new

products or services, or in the firm'’s expansion into foreign
markets, is surrounded by genuine uncertainty... This
uncertainty is based, in large part, on imperfect information
regarding current conditions and the unknown (and
unknowable) plans of other market participants... (Zander,
McDougall-Covin, & Rose, 2015: 29)

The situational uncertainty described by Autio et al.
(2011) and Zander et al. (2015) is of course well
understood in IB scholarship, and is related to both
bounded rationality and bounded reliability of
parties involved in international transactions. Lim-
its on rationality and reliability are key behavioural
assumptions or micro-foundations in TCE, and are
also well documented in IB studies.

Bounded rationality entails that, in the short run
to medium run, decision makers (whether individ-
ual entrepreneurs or management teams or organi-
zations as a whole) may make sub-optimal choices,
for example with regard to the timing of market
entry. Williamsonian TCE also points out that
contractual parties may not always be reliable,
and may fail to make good on open ended
commitments (Verbeke and Greidanus, 2009; Wil-
liamson, 1985). In the longer run, more efficient
governance forms are supposed to substitute for less
efficient ones, so as to achieve better alignment
between transaction characteristics and contracting
features, but even unexpected forms of environ-
mental uncertainty and behavioural unreliability
may arise (in this era, e.g., related to challenges of
digital security).

The Schumpeterian notion of entrepreneurship
also involves situational uncertainty and therefore
bounded rationality and bounded reliability
(Schumpeter, 2010: 73). If there were no bounded
rationality, there could not be creative destruction
— rational actors would take measures to avoid
being ‘destroyed’ and there would be little space for
creative acts to occur at the expense of such
incumbents; the market would not change or be
in disequilibrium. It is uncertainty about the out-
comes of acts to create new markets, products,
processes, resource combinations, together with
individuals’ diverging capacity to address bounded
rationality, that largely explain why some individ-
uals act as entrepreneurs (whether within existing
organizations or through creating new ones) and
others do not, with contextual factors, such as
institutions, also contributing to the outcome.*

The late Peter Drucker, a well-known manage-
ment educator, viewed the entrepreneur as an
individual who brings about change, while facing
uncertain outcomes. Drucker criticized the idea of
entrepreneurship as a personality trait, arguing
instead that entrepreneurship is behaviour geared
towards achieving objectives such as anticipating
or exploiting market changes. The objective could
also be the bundling of resources in new ways, to
generate what research in internalization theory
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would qualify as FSAs (Drucker, 1985: 25-35). Both
in the Schumpeterian and Druckerian description
of entrepreneurial acts, diverging capacities to
address bounded rationality challenges contribute
to explaining the very existence of entrepreneurs.

According to internalization theory, international
transactions always entail situational uncertainty,
and the mechanisms a firm can use to economize on
bounded rationality and bounded reliability,
whether external contracts or internal organization,
are typically fraught with residual challenges of
bounded rationality and unreliability, sometimes
exacerbated by the imperfect functioning (or even
absence) of the rule of law in host environments (e.g.
in the realm of contract enforcement). Features of
individuals, such as their managerial experience,
determine their capacity to economize on bounded
rationality and bounded reliability when engaged in
entrepreneurial acts, and hence the potential out-
come of cross-border transactions. Thus, the argu-
ment that individual characteristics affect
internationalization, viewed as central to IE studies
(e.g.Jones & Coviello, 2005; Madsen & Servais, 1997;
Oviatt & McDougall, 2005), is entirely consistent
with the micro-foundations of internalization the-
ory, as opposed to being novel and in sharp contrast
with IB theory. In reality, micro-foundations are
important for the analysis of any type of business,
and not only for the young, small firms that are a key
focus of IE scholars. It is fair to argue, however, that
the field of IB could pay even more explicit attention
to the individual and to micro-foundations than it
has in the past (Kano & Verbeke, 2018a)

What is still largely missing in IE research, is
more empirical evidence about how entrepreneurs
can economize on bounded reliability from foreign
partners when entering new markets and lacking
the requisite resources to internalize transactions
where this would be the most appropriate operat-
ing mode (in this case indeed facing some form of
resources scarcity). For example, an exporter with
insufficient capacity to raise capital to enter a new
market through a wholly owned subsidiary, and
being limited to exporting through external dis-
tributors, may face risks of opportunism in markets
with low institutional quality that cannot be
mitigated through an optimal entry mode choice.
One way to advance IE research would therefore be
to step away from studying mainly successful cases
such as younger, smaller firms that successfully
internationalized through the use of effective net-
works. There is a need to examine manifestations of
bounded rationality and unreliability leading to
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failure, and ventures that never really became
‘international’ or ‘global’, irrespective of the inten-
tions of the entrepreneurs involved.

In addition, the linkages between the experien-
tial capabilities of the entrepreneur, and his/her
entrepreneurial orientation (e.g. as manifested in
risk-taking behaviour) on the one hand, and the
effect thereof on firm-level decisions to interna-
tionalize and on firm performance are not well
understood. It remains unclear whether stronger
entrepreneutrial orientation enables better exploita-
tion of firm resources that support international
activity or whether it is particular resources that
enable the firm and it entrepreneurs to channel
such orientation towards identifying and exploit-
ing international opportunities.

Another avenue for extending IE research would
be to strengthen linkages with research on family
firms, where the family as an institution could be
viewed as a repository of FSAs that, together with
individual features of key family members (such as
the ‘founder’ of the firm), could contribute to
economizing on bounded rationality and unrelia-
bility, but at the same time could create new
challenges in this realm. Many INVs are de facto
family firms, facing challenges of bifurcation bias,
i.e. dysfunctional preferences in favour of family
members and family-based assets (Kano & Verbeke,
2018b; Verbeke & Kano, 2012).

ENTREPRENEURIAL INTERNATIONALIZATION:
THE NEED FOR A COLLABORATIVE APPROACH
For illustrative purposes, we show below a few well-
known definitions of IE:

International entrepreneurship is defined in this study as the
development of international new ventures or start-ups that,
from their inception, engage in international business, thus
viewing their operating domain as international from the
initial stages of the firm's operation. (McDougall, 1989: 387)
International entrepreneurship is a combination of innova-
tive, pro-active, and risk-seeking behavior that crosses
national borders and is intended to create value in organi-
zations. (McDougall & Oviatt, 2000: 903)

International entrepreneurship is the discovery, enactment,
evaluation, and exploitation of opportunities — across
national borders — to create future goods and services.
(Oviatt & McDougall, 2005: 538)

The above variety of definitions suggests that IE as
an area of study has somewhat fuzzy borders. For
example, the 2005 Oviatt and McDougall definition
could be applied to most, if not all, international
transactions. According to Schumpeter (2010: 59;
73; 117), entrepreneurial behaviour can express
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itself in different ways: (a) creating new or
improved products; (b) creating new production
methods (or processes); () opening new markets;
(d) exploiting new sources of inputs; and (e) recom-
bining existing resources in novel ways. It could
reasonably be argued that any international expan-
sion move not only includes (c), but in most cases
almost certainly (e), and in many instances also (a),
(b) and (d). In other words, any international
expansion move entails some sort of discovery,
enactment, evaluation, and exploitation of an
opportunity across borders, and will lead to offering
some type of goods or services. Therefore, this
definition would consider almost all international
transactions to be acts of international
entrepreneurship.

As one example, consider an internationally
operating firm that opens a new call centre in the
Philippines to improve its service offerings to
customers (“a”). The offshoring of the call centre
function presumably allows it to structure its
overall production process more efficiently (“b”).
It enters a new market for production inputs (“c”)
and exploits a new source of comparatively inex-
pensive, skilled labour (“d”). It thereby recombines
existing resources such as managerial practices,
with host country location advantages, to serve
customers in a more efficient way (“e”).

The above suggests that all international trans-
actions representing more than a mere operational
replication of prior entries are entrepreneurial (we
assumed in the example above that the new call
centre was not an exact replica of several, prior
offshoring investments by the same firm), irrespec-
tive of the age or size of the venture. The concept of
‘entrepreneurial internationalization’ put forward
in IE is therefore largely tautological because it is
hard to imagine any type of international expan-
sion or restructuring move of a strategic nature (i.e.
beyond mere replication in the sense of ‘doing
more of the same’) that would qualify as ‘non-
entrepreneurial’, and would therefore fall outside of
the realm of IE. This simple observation should
foster further dialogue between IE and IB scholars
on the role of entrepreneurial decision-making in
all internationally operating firms, and involve the
various disciplines these two research streams draw
from, including especially economics, sociology,
and applied psychology.

Developing further the second stream of IE
research, namely comparative international
entrepreneurship, as proposed by Terjesen,

Hessens, and Li (2016), also offers new opportuni-
ties for cooperation among research streams. Com-
parative IE examines, inter alia, how the quality of
formal and informal institutions provides incen-
tives or disincentives to individuals to pursue
opportunities and initiate different types of ven-
tures, and how entrepreneurs themselves are trying
to change institutions (Amorés, Ciravegna, Man-
dakovic, & Stenholm, 2017; Bowen & DeClercq,
2008; Levie & Autio, 2011; Reuber et al., 2018).
Comparative IE research has recently become very
visible in IB and general management journals,
such as JIBS (see Reuber, 2018 for an overview) and
the Journal of Management (e.g. Arin, Huang, Min-
niti, Nandialath, & Reich, 2015). Here lies an
opportunity for more collaborative work between
IE researchers and scholars studying the impacts of
home and host country contexts, whether in
entrepreneurship, strategy or IB. Such cooperation
in analysing the effects of contextual variation
would likely help IE expand this research stream
(Hoskisson, Covin, Volberda, & Johnson, 2011;
Terjesen et al., 2016; Reuber, 2018)

IB and IE scholars can undoubtedly learn much
from each other. Both can contribute to a much
enriched understanding of what exactly constitutes
a non-location bound FSA that is deployable across
borders, especially in the digital age, when infor-
mation and communication technologies offer
platforms for rapid international expansion but
also create new vulnerabilities, inter alia, in the
realm of digital security. A more sophisticated
understanding of FSAs, including the role of man-
agerial practices or recipes, will increase theory’s
predictive capacity, e.g. in the realm of operating
mode and location choices. It is also important to
gain a better understanding of cooperative interac-
tions in search of complementary FSAs between
established MNEs and younger or smaller firms
with international expansion ambitions, and the
longer run dynamics thereof. Reuber et al. (2018)
suggest that both types of actors are ultimately
opportunity-seekers in a shared ecosystem with
distributed agency.

Finally, a renewed, explicit focus on individuals’
entrepreneurial roles in international strategy as
advocated in Coviello’s (2015) brilliant essay can
pave the way for multi-level analyses (involving
organizational subunits, firms and environmental
contexts), whereby the joint fields of IB and IE have
a unique contribution to make in the broader
management sciences.
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NOTES

'In their review of the IE literature, Coviello et al.
(2011) identified a third research stream in IE, namely
‘comparative entrepreneurial internationalization’.
We consider this third stream to be an extension of
the first two streams, informed by theory developed
in these two streams. This would include in particular
the study of early internationalizing ventures, but
using multi-country samples, and assessing inter alia
the differential antecedents and effects of time from
inception to first foreign market entry.

2’Early’ internationalization, as well as the cate-
gories BG and INV have been operationalized in
different ways, with internationalizing between
inception and the first 6 years of operations being
a commonly adopted approach. Note that the
6 years limit, or, for that matter, a shorter 3 years,
from inception to international operations, would
allow Fortune 500 MNEs such as Ford to qualify as
early internationalizing companies.
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