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Abstract

There is near unanimity among international business scholars that it takes
more time to expand internationally than domestically. Hence, this is why some
are puzzled by born globals (BGs), firms that make large foreign sales at birth or
shortly afterwards. Explanations given for this “anomaly” are that BGs have
exceptional resources—advanced technologies and a high international
orientation on the part of their entrepreneurs, and that they rely on cheaper
internationalization strategies like the Internet and networks. What is almost
completely overlooked is the role of the BG’s business model (BM). We analyze
the time it took for a sample of Italian SMEs to reach BG status (25% foreign
over total sales) within a three-year time span. Entering both international
entrepreneurship (IE) and BM variables, we find that, among the IE variables, a
firm’s technological intensity, the number of years their founders studied
abroad and their foreign language fluency, as well as their use of domestic
networks, are statistically insignificant. Variables measuring a firm’s focus on a
niche BM, on the other hand, are statistically significant, along with the
international work experience of the founders, with the niche BM explaining a
higher level of variance with greater accuracy.
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INTRODUCTION
The Uppsala internationalization process model (Johanson &
Vahlne, 1977, 2009) and the export development process literature
(e.g., Leonidou & Katsikeas, 1996) assume that achieving signifi-
cant sales abroad is more difficult, costly, risky, and time-consum-
ing than doing it at home. This is because selling abroad is thought
to require specialized knowledge of each foreign country entered
and of how to adapt to it (e.g., Autio, 2017; Andersson, Gabrielsson
& Wictor, 2004; Acs, Morck, Shaver & Young, 1997) and because
that knowledge is assumed to be experiential, i.e., only gained by
being physically present there. Consequently, firms are expected to
sell first in their home market, which obviously they know well,
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before venturing abroad in a gradual and slow
manner (Johanson & Vahlne, 1977).

For a number of scholars, e.g., Knight and
Cavusgil (1996, 2004), McDougall, Oviatt & Shra-
der (2003), Weerawardena, Mort, Liesch and Knight
(2007), this view is challenged by the existence of
firms that sell abroad a significant share of their
output at birth or shortly afterwards. Knight and
Cavusgil (1996), following Rennie (1993), called
them born globals (BGs), and defined them as firms
that sell 25% of their output abroad within 3 years
of founding.!

The apparent disconnect between the export
development process and the Uppsala-inspired
views of international expansion as a slow and
gradual process, on one hand, and the empirical
reality of super-fast internationalizing firms, on the
other, has generated a large and growing literature.
Almost all of it is in the field of international
entrepreneurship, so at the risk of oversimplifying,
we will call it the IE stream. In this stream, three
main reasons why BG firms deviate from slow
internationalization are advanced. First, the devel-
opment of new transport and communication
technologies (e.g., Knight & Cavusgil, 2004); sec-
ond, their use of networks (e.g., Coviello, 2006;
Coviello & Munro, 1997; Mort & Weerawardena,
2006); third, their possession of unique internal
resources, specifically high-tech products as well as
founders with a global mindset and other favorable
personality attributes (e.g., Gerschewski, Rose &
Lindsay, 2015; Knight & Cavusgil, 2004).

Most conceptual and empirical IE studies have
focused on these explanations (Knight & Liesch,
2016), assuming explicitly or implicitly that the
only — or the main - factors that distinguish BGs
from non-BGs are internal (Dow, 2017). Yet empir-
ical investigations comparing BGs to non-BGs have
uncovered other significant variables, such as a
global niche positioning (e.g., Cannone & Ughetto,
2014; Moen, 2002; Nummela, Saarenketo & Puu-
malainen, 2004a; Zucchella, Palamara & Denicolai,
2007).

We argue that the business model a firm uses is
the main factor explaining its internationalization
speed. A business model is a holistic description of
what a firm sells, how it produces it, delivers it, and
to whom, how it captures part of the value created,
and how it coordinates and controls its activities
(Fjelstad & Snow, 2018). The approach is wider
than that taken by strategy scholars insofar as it
considers a firm’s complete value network, i.e., its
customers, suppliers, partners, and distribution

channels.? Hennart (2014) and Osiyevskyy, Trosh-
kova and Bao (2017) have developed conceptual
models on how a firm’s business model influences
the speed of its international expansion. Hennart
(2014), for example, demonstrates that firms that
have a global niche business model can quickly
expand abroad. His predictions are supported by
Dow (2017), who found that low transportation
costs, a small number of domestic customers, and a
focus on unique products and services are signifi-
cant determinants of the probability a firm will be a
BG. Dow (2017), however, did not have the data to
compare the explanatory power of these factors
with that of traditional IE ones such as founder
international experience and reliance on networks,
so the relative explanatory power of a firm’s
business model remains untested. We follow his
lead and evaluate simultaneously the explanatory
power of traditional IE factors and that of the
business model variables suggested by Hennart
(2014). Consistent with past studies comparing
BGs and non-BGs, we measure internationalization
by a firm'’s ratio of downstream sales to foreign
customers over total sales.®> In contrast to these
studies which have classified firms into BG vs. non-
BG and have used that as dependent variable in a
logistic regression, we use event history methodol-
ogy to identify the factors that affect how long it
took Italian SMEs to reach 25% foreign sales within
a three- and six-year time window.* The main
advantage of event history over logistic regression
is that it treats internationalization speed as a
continuous variable rather than as a dichotomous
one.’

Besides being among the first to use event history
in this context, this paper is also among the first to
empirically test how the characteristics of a firm'’s
business model affect the speed with which it
expands abroad. Specifically, we focus on the
impact of a global niche business model on inter-
nationalization speed, something which “has not
been examined extensively in the context of new
venture internationalization” (Autio, 2017: 220).
We find that firms that have a global niche business
model, i.e., that have few competitors and can
serve foreign customers through exports without
changes in the marketing mix and without having
to set up service affiliates abroad, and for which
transportation is not a barrier, will achieve signif-
icant foreign sales much earlier than those using a
mass-market business model. In contrast to the
predictions of the IE literature, only one of the
traditional IE variables, the length of time founders
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have worked abroad, is consistently statistically
significant, while others, such as a firm’s techno-
logical intensity, its insertion in home networks,
the length of time its founders studied abroad and
their foreign language fluency, are not. All in all, we
show that business model variables are better
predictors of a firm'’s speed of international expan-
sion than the traditional IE variables featured in
almost all previous studies. These findings call into
question the almost exclusive focus put by the IE
literature on BGs on the psychological traits of BG
founders, and suggest that a redirection of that
literature is overdue.

We first critically review the reasons given in the
IE literature for the existence of BGs and show that
they are not strongly supported by the relatively
small number of empirical studies that have con-
trasted BGs with non-BGs. We then hypothesize
that firms that have a global niche business model
will internationalize faster than those with a mass-
market one, and test this hypothesis against the
more traditional explanations advanced in the IE
stream. Next, we describe our Italian sample,
explain our methodology, report our results, and
finally present our conclusions.

LITERATURE REVIEW

Firm Internationalization and the Born Global
Literature

Many IB scholars believe that achieving significant
sales abroad is generally more difficult, more risky,
more costly, and slower than doing the same at
home. The point was first made by Hymer (1976),
who argued that this was because foreign firms
suffered from a liability of foreignness, an assump-
tion “largely unquestioned among researchers
working on theories of the multinational enter-
prise” (Zaheer & Mosakowski, 1997: 439). The
export development process literature has also seen
selling abroad as hindered by significant barriers,
such as a lack of information on foreign business
opportunities, competitive conditions, and poten-
tial need for marketing mix adaptations (Bilkey &
Tesar, 1977; Leonidou, 2004). Firms are therefore
assumed to see foreign country markets as inher-
ently more risky than domestic ones, avoiding
committing resources to foreign sales until they
have gained target country experience (Leonidou &
Katsikeas, 1996). A third and highly influential
theory, the Uppsala internationalization process
model (Johanson & Vahlne, 1977, 1990, 2009;
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Johanson & Wiedersheim-Paul, 1975; Vahlne &
Johanson, 2017), has also argued that internation-
alization is a difficult, costly, and slow process. For
Johanson and Vahlne (1977), there are significant
differences across countries in how to acquire
customers, adapt the marketing mix to local con-
ditions, and operate subsidiaries. Consequently,
managers need to gather information on a foreign
country before committing to it. That information
is experiential, in the sense that it requires physical
presence in that country. Because of an initial lack
of such experiential knowledge, firms are expected
to sell in their domestic market first, and then to
slowly expand to foreign countries, first to those at
low psychic distance, and then progressively to
those at higher psychic distance, an assumption
that Petersen and Pedersen (1997) have called the
“psychic distance postulate”.® In short, the liability
of foreignness, the Uppsala model, and the export
development process literatures have persuaded
most IB scholars that firms will be slow at develop-
ing foreign sales (e.g., Andersson et al., 2004;
Arregle, Naldi, Nordqvist & Hitt, 2012), and that
this will be especially true for SMEs which “have
fewer resources and experience compared to their
larger counterparts” (Cerrato & Piva, 2012: 619).

Yet not all firms do behave in that way. In 1993,
Rennie described a type of firm, which he called born
globals (BGs), behaving in a way that does not fit the
pattern predicted by the Uppsala model and export
development process theories (see also Knight &
Cavusgil, 1996).” While they predict that only large
and well-established firms have enough resources to
sell in foreign markets, BGs expand abroad while still
young and small, and while they predict that foreign
expansion will be gradual and slow and take place
only after successful domestic expansion, BGs sell
immediately abroad, sometimes even before selling
at home. Contrary to the psychic distance postulate,
BGs sometimes first expand to countries at high
psychic distance (e.g., Bell, 1995; Moen, 2002).
Consequently, “... born globals pose an important
new challenge to traditional views on the interna-
tionalization of the firm” (Knight & Cavusgil, 2004:
137, cited in Verbeke & Ciravegna, 2018).

In response to this challenge, IE scholars have
advanced three main explanations. The first is that
the rise of BGs is associated with a major decrease in
international communication and transportation
costs. Knight and Cavusgil (2004: 125), for exam-
ple, note that “widespread diffusion of e-mail, the
Internet, and related technologies has made inter-
nationalization a more viable and cost-effective
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option”. The second explanation is that BGs reduce
the costs and risks of internationalization by lever-
aging networks (e.g., Cavusgil & Knight, 2015;
Coviello, 2006; Coviello & Munro, 1997; Knight &
Liesch, 2016; Mort & Weerawardena, 2006; Sharma
& Blomstermo, 2003). The third is that BGs have
unique resources that allow them to overcome the
usual constraints faced by firms attempting to
internationalize. One such unique resource is the
high technological intensity of their products.
Madsen and Servais (1997: 578) write, for example,
that “the growth of a Born Global is positively
associated with high innovative skills, including an
ability to access effective R&D” (see also Bell et al.,
2003; Moen, 2002; Autio, 2005; Knight & Cavusgil,
2004). The special abilities and psychological dis-
positions of founders make up another resource,
which has been variously dubbed “learning orien-
tation, entrepreneurial orientation, market orien-
tation, commitment to IB, and a general global
orientation” (Knight & Liesch, 2016: 97) (see also
Gerschewski et al., 2015; Jantunen, Nummela,
Puumalainen & Saarenketo, 2008; Kuivalainen,
Sundqgvist & Servais, 2007; Moen, 2002; Zhang,
Tansuhaj & McCullough, 2009).

Notwithstanding their popularity, these factors
may not be as critical as first thought. First, BGs
antedate modern communication and transporta-
tion technology. Given (2017: 167), for instance,
writes that “Marconi’s enterprise seems a fine
example of a Born Global almost a century before
the term acquired currency. His Wireless Telegraph
and Signal Company was international at the
moment of its founding ... From its London base,
the already multinational enterprise spread further,
even faster than the time frame proposed by
contemporary definitions of Born Globals”. Ver-
beke and Ciravegna (2018) provide similar exam-
ples of pre-WW1 early internationalization by Ford
and Siemens. Second, if improved communication
and transportation increase the ease with which
firms sell abroad, why has this led some, but not all,
to be BGs?®

Turning to the second explanation, there does
not seem to be clear and undisputed empirical
evidence that BGs make greater use of networks
than non-BGs. Cannone and Ughetto (2014) found
that the personal international network of founders
was a factor in explaining faster foreign sales, but
this finding was not supported by Zucchella et al.
(2007), Dib, da Rocha & Ferreira da Silva (2010),
Gerschewski et al. (2015), or Rasmussen, Madsen &
Evangelista (2001).

Are BGs significantly more technologically inten-
sive than non-BGs? Evidence for that is also mixed.
True, many BGs are in high-tech sectors such as
software and biotechnology, but there are also BGs
in low-tech ones, often specializing in high-quality/
high-design products that target narrow interna-
tional niches (Evers, 2010; Falay, Salimaki, Ainamo
& Gabrielsson, 2010; Evers, 2011).° Dow (2017),
whose work we review below, found that high
technology was not a differentiating factor between
BGs and non-BGs.

Do BG founders exhibit special abilities and
psychological dispositions that push them to inter-
nationalize their firms faster, as claimed in the IE
literature? Empirical studies seem to confirm this,
as shown by Jantunen et al. (2008), Knight and
Cavusgil (2004), Moen (2002), and Zhang et al.
(2009). However, there is a problem. Measures of
international orientation — as well as international
vision, international entrepreneurial orientation,
international marketing orientation, and interna-
tional entrepreneurial ability - are typically
obtained from responses to questionnaires com-
pleted by founders ex post, that is after some of
them have successfully expanded abroad. Now
consider a BG founder who starts a business with
no international experience, speaks no foreign
languages, and has never thought of selling abroad.
Immediately after founding the firm, she is
approached by foreign buyers, and as a result ends
up exporting all of her production, and this con-
tinues for some years, so that the firm becomes a
BG. This scenario is not as fanciful as it may seem.
In five of the eight BG firms studied by Chandra,
Styles and Wilkinson (2009), managers had no
knowledge of foreign countries before starting their
firm, and their first foreign sale was initiated by
foreign buyers - see also Bell (1995) and Crick and
Spence (2005). Now let us imagine what the
responses of our hypothetical founder would be to
the typical survey questions measuring interna-
tional orientation. She would be asked whether she
agrees or disagrees with statements such as “we are
able to exploit unexpected opportunities” and “we
consistently allocate resources to promising new
operational areas” (Jantunen et al. 2008), “our top
management is experienced in international busi-
ness” (Knight & Cavusgil, 2004), “top management
tends to see the world as the firm’s marketplace”
(Zhang et al., 2009), or whether she has “the vision
to be a truly global company” (Gerschewski et al.,
2015). One would expect her to agree with all these
statements because her success with foreign sales
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has persuaded her that she knew about interna-
tional business all along, has been able to exploit
unexpected opportunities, and has always seen the
world as her oyster. In other words, we would
expect our founder to take full credit for the
successful international performance of the firm,
even though it is due mostly to other factors, a
behavior consistent with self-serving attributions
by which CEOs consistently attribute favorable
outcomes to themselves, and unfavorable ones to
factors over which they have no control (Bettman
& Weitz, 1983; Miller & Ross, 1975). However, do
her high positive scores actually mean that the
firm’s high foreign sales are caused by her high
degree of global orientation? Or do high levels of
foreign sales lead to high global orientation scores
in surveys completed after successful
internationalization?

A better way of measuring international orienta-
tion is by its antecedents. Nummela, Saarenketo &
Puumalainen (2004b) argue that one of them is
international experience. Managers who have
worked or studied in a foreign country are likely
to have accumulated knowledge of that country.
Thus, they are more comfortable with the idea of
doing business there and tend to see it as less risky,
and consequently need less time to commit
resources to it (Madsen & Servais, 1997). Prior
knowledge also increases absorptive capacity, so a
manager with previous foreign market experience
should learn faster how to expand internationally.
These two factors can be expected to speed up a
firm’s international expansion. International expe-
rience should, of course, be measured ex ante, that
is before the firm has started to sell abroad.

When international orientation is measured
through a founder’s prior international experience,
the results are mixed. Zucchella et al. (2007) found
that having worked abroad in similar commercial
activities or for an MNE (as well as speaking foreign
languages) had a positive influence on export
precocity, but international education and personal
international experience did not. BG founders in
Cannone and Ughetto’s (2014) sample were more
likely to have studied abroad, but were no better at
speaking foreign languages than those of non-BGs.
Dib et al. (2010) uncovered no statistically signif-
icant difference between BG and non-BG founders
in international experience and international edu-
cation, while in Wickramasekera and Bamberry’s
(2003) study there were no differences between the
two in international work experience and foreign
language fluency. Chetty and Campbell Hunt
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(2004: 71) found little difference in the interna-
tional experience of founders of fast and slow
internationalizers. In 16 of the 18 private Chinese
firms studied by Liu, Xiao and Huang (2008: 498),
founders had “no... international experience when
their firms internationalized for the first time”.
Vissak, Zhang and Ukrainski’s (2012) study shows
that Chinese BG founders had less knowledge of
the first foreign market entered than their non-BG
counterparts, and were less likely to have worked
and studied in that foreign market, a finding
consistent with that of Naudé (2009). Overall, the
relationship between prior international experience
and fast internationalization appears to be weaker
and more nuanced than advanced in the IE
literature.

To sum up, there is mixed support for the main IE
explanations for BGs: BGs predate fast air transport,
the Internet, and social media; they do not neces-
sarily make greater use of networks; they are not all
high-tech; it is impossible to show with responses
to surveys administered ex post that BG founders
have a particularly high international orientation;
and it is unclear whether they start their firm with
greater international experience than founders of
firms that are slower to internationalize. There
must be more to the story.

The Influence of the Firm’s Business Model

[t is this disconnect between the main explanations
for BGs and the empirical evidence that prompted
Hennart (2014) to ask whether internaliza-
tion/transaction costs theories, theories that pre-
dict that firms will sell abroad based on firm-
specific advantages (FSAs) (Rugman, 1981; Verbeke,
2009; Verbeke & Kano, 2015), might provide a
more convincing explanation.

Internalization theory predicts that firms com-
pete in foreign markets by internally exploiting
their FSAs. However, not all FSAs are the same —
some are location-bound, and hence non-transfer-
able to foreign countries (Rugman & Verbeke,
2001). A firm may derive advantages from its
control of domestic distribution, or may command
a strong domestic reputation, but this will not help
it when it expands abroad (Verbeke, 2009). Non-
location-bound FSAs, such as proprietary technol-
ogy or unique business models (Verbeke, Coeur-
deroy & Matt, 2018) are transferable abroad. While
their exploitation in foreign countries can some-
times be achieved without having to access target-
country resources, this is often not the case, and
non-location- bound FSAs must be recombined
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with local resources, such as labor, distribution, raw
materials, and utilities (Hennart, 2009; Pitelis &
Verbeke, 2007; Verbeke, 2009; Verbeke & Kano,
2015). This often entails significant adaptation of
the business model to local conditions, and the
more location-bound its various elements, the
more difficult the transfer (Bohnsack, Ciulli & Kolk,
2020; Verbeke, 2009). Because local resources are
held by local private or public owners, access to
them must be arranged, and this takes time, and it
also takes time to figure out which adaptations can
and must be made to the business model in a given
foreign country. Thus, internalization theory has
implications for the speed with which a firm can
expand its foreign sales: firms with FSAs that can be
exploited with little or no recombination with
target foreign country resources will rapidly expand
abroad, while those with FSAs that require exten-
sive recombination will be slower to international-
ize (Verbeke, Zargarzadeh & Osiyevskyy, 2014). We
now develop this theory by further contrasting the
ESA configuration of a global niche business model
with that of a mass market business model.

What affects the speed at which a firm can expand
abroad? Hennart (2014) considers the time needed
by a firm to perform the tasks it must undertake to
sell its products in foreign countries. The first one is
to identify likely customers, educate them, and
persuade them to buy. This is quicker if customers
seek out and approach a seller than if a seller has to
perform those tasks. Having to adapt the marketing
mix to each country also takes time, time saved when
adaptation is not needed. Closing transactions, the
next step, is faster if products are sold under set terms
than when they are subject to negotiation. Likewise,
having to provide information, training, and repair
service close to customers slows down the speed at
which a firm can expand foreign sales because it will
first have to set up a foreign network of service
centers and repair facilities. This is less necessary if
the firm sells to repeat and expert customers.'”
Lastly, products need to be brought to the consumer.
If transport is costly and customers are unwilling to
pay for it because local substitutes are available, the
products will have to be manufactured close to
foreign customers. Setting up foreign plants takes
time. By contrast, low weight-to-value products and
those sold to non-price-conscious customers willing
to pay for shipping charges can be exported, a much
quicker way to ramp up foreign sales.

Hennart (2014) argues that BGs are quicker at
accomplishing all of the tasks listed above. He
summarizes his argument in four propositions: BGs

are firms that (1) sell niche products and services;
(2) sell products and services that do not require
country-specific marketing mix adaptations; (3) use
low-cost means of communication and delivery;
and (4) are based in countries with small home
markets for the product or service they sell. The last
condition is easy to understand. If a firm intends to
serve a select number of globally dispersed cus-
tomers (say one in a million), being located in a
very small market increases the chances that its
customers will be foreign (Fan & Phan, 2007;
Knight & Cavusgil, 2004)."!

Dow (2017) conducted the first empirical test of
Hennart’s (2014) propositions. He found support
for the predictions that firms with few potential
customers in the home market, and with unique
products bearing low transportation costs, are more
likely to be BGs. He did not, however, enter in the
regression the traditional IE variables, such as the
prior international experience of founders and their
use of networks, and so was unable to determine
whether Hennart-type variables have greater
explanatory power than traditional IE ones.

HYPOTHESES

Our goal is to simultaneously test the explanatory
power of business model-based explanations of a
firm’s speed of internationalization with those
advanced by the IE literature, i.e., reliance on
networks, high technological intensity, and foun-
ders with prior international experience. Inspired
by Hennart (2014), we hypothesize that firms with
a global niche business model will internationalize
faster (H1). We then present three hypotheses, H2,
H3, and H4, which correspond to the main IE
explanations for BGs. First we explain why Hen-
nart’s (2014) argument is best conceptualized using
a business model lens.

Niche Versus Mass-Market Business Models

While business model scholars diverge in how they
define the term, there is clear similarity in their
approach (Zott, Amit & Massa, 2011). A business
model reflects the choices a firm has made as to
what products and services it wants to produce, to
whom it wants to sell them, how they can best be
delivered to customers, how to capture part of the
customer value, and how to efficiently organize all
the required activities (Fjelstad & Snow, 2018). A
business model describes a firm’s complete value
network, i.e., its customers, suppliers, partners, and
distribution channels, as well as the governance
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modes chosen to organize it (Teece, 2010). Business
model scholars classify firms by looking at the type
of customers they target (e.g., mass market or
niche), how they interact with them (e.g., self-
service or personal assistance), which channel they
use (owned or independent), and how consumers
pay (e.g., one-off or recurrent) (Osterwalder &
Pigneur, 2010). Perhaps more fundamentally, they
focus not only on what is produced, but on how
value is delivered (Cachon, 2020). They stress the
need for coherence between all the building blocks
necessary for delivering value, with Massa and
Tucci (2013: 423) defining the business model as
providing a “systematic and holistic understanding
of how an organization orchestrates its system of
activities for value creation”. A business model can
be narrower or broader than an industry. Tesla and
General Motors are both automobile assemblers,
yet they use very different business models. Like-
wise, most mobile phone firms have targeted the
mass market, but a few have taken a niche
approach by focusing on the luxury market (Gia-
chetti, 2018). Some business models, such as the
“razor and blade” one, transcend industry bound-
aries, being used in such diverse industries as coffee
(Nespresso), copiers, and aircraft engines (Ritter &
Lettl, 2018).'> Given the wide variety of practices
followed by firms, a business model approach is
helpful, as it can be used to identify groups of firms
which behave in distinct ways (Baden-Fuller &
Morgan, 2010; Child, Hsieh, Elbanna, Kamowska,
Marinova, Puthusserry, Tsai, Narooz & Zhang,
2017). In our case, we contrast two generic business
models, a mass market business model and a niche
business model."?

Early applications of the business model
approach were purely domestic with most of the
early literature focusing on identifying different
types of e-business models, but the concept is now
increasingly used in international business research
(e.g., Asemokha, Musona, Torkelli & Saarenketo,
2019; Child et al., 2017; Guercini & Milanesi, 2017;
Ojala & Tyrvainen, 2006; Onetti, Zucchella, Jones
and McDougall-Covin, 2012; Osiyevskyy et al.,
2017; Rask, 2014; Ciravegna, Kuivalainen, Kundu,
& Lopez, 2018; Bohnsack et al., 2020). As we show
below, a business model approach is particularly
useful in describing the generic factors that allow
some firms to internationalize faster than others.

Table 1 contrasts the internationalization speed
of a global niche and a mass market business
model. This typology is a Weberian ideal type,
derived from conceptual work and used to help in
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the construction of our hypotheses (Baden-Fuller &
Morgan, 2010). The differences between the two
business models described in Table 1 should there-
fore be seen as a matter of degree. For instance,
while there are few purely undifferentiated prod-
ucts, we argue that the degree of differentiation of
mass-market goods is, in general, lower than that of
niche products. In the following pages, we show
why firms characterized by a mass-market business
model take longer to internationalize than those
with a global niche business model.

Niche products are distinctive, so they have few
direct competitors. Distinctiveness is not only
based on technology, but also on design, quality,
or provenance (e.g., Dalgic & Leeuw, 1994; Toften
& Hamervoll, 2010; Hagen & Zucchella, 2014; Falay
et al., 2015). As a result, niche sellers enjoy some
degree of market power (Merrilees & Tiessen, 1999).
Because they focus on satisfying a highly specific
need or taste, or on solving a particular problem,
global niche firms target small pockets of market
segments (Dalgic & Leeuw, 1994; Dib et al., 2010;
Kotler, 2003; Zucchella, Hagen, Denicolai &
Masucci, 2016). For instance, Interna Contract, an
Italian firm that provides the complete décor
(furniture, fixtures, and equipment) for hotels and
restaurants, specializes in outfitting top-of-the
range establishments (five and six-star hotels)
worldwide (Bortoluzzi & Tracogna, 2013). As
argued above, only a fraction of niche customers
is likely to be domestic, the rest being spread across
many countries.'* It makes sense for a niche firm to
try to capture as many customers as quickly as
possible, both to reach the break-even point and to
avoid imitation. As niche products address specific
needs and tastes, they tend to be bought by
consumers who have accumulated specific knowl-
edge and/or experience. That knowledge and expe-
rience leads to homogeneous and universal (i.e.,
non-country specific) preferences and requirements
(Fan & Phan, 2007). The commonality in tastes, as
well as the small numbers involved, facilitate
communication, and so niche buyers are often
members of communities of experts and aficiona-
dos who share their experience within the group
(Hagen & Zucchella, 2014; Sullivan Mort, Weer-
awardena & Liesch, 2012). As a result, it is quite
common for niche buyers to take the initiative and
to contact sellers (Chandra et al., 2009), saving the
latter the time needed to identify customers and
persuade them to buy. Since they are knowledge-
able about the product, niche buyers require less
persuasion to buy and less after-sales education and
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service than those of mass-market products. Sellers
of niche products can therefore expand interna-
tional sales quickly because they do not have to do
market research on a country-by-country basis and
subsequently stimulate demand with push or pull
campaigns.'® Because their buyers have tastes and
use conditions which are not country-specific,
niche products can be sold worldwide with limited
country-specific marketing mix adaptations, which
is a huge time-saver (Hagen & Zucchella, 2014).
Niche products are distinctive - that is, they do not
have close substitutes — hence their demand curve
is likely to be price-inelastic. This makes buyers
willing to absorb shipping costs, and sellers there-
fore able to serve them through exports. Exports
make it possible to scale up foreign sales much
faster than if one has to set up plants close to
customers in foreign locations because the latter
requires extensive recombination with foreign
country-based resources.

Interna Contract, the design company men-
tioned earlier, is an example of a B2B born global
with a global niche business model. Its first project
was the Hyatt Regency hotel in Belgrade, soon
followed by other luxury hotels in Germany, Italy,
Morocco, France, and Japan (Interna, 2020).
Interna now outfits top-of-the-range luxury hotels
all over the world (Mazucca, 2006). By drawing on
the design flair and craftsmanship of small Italian
subcontractors, Interna has been able to offer top
quality and design, extreme attention to detail, but
also flexibility and timeliness (Messati, 2006).
While there are about ten firms providing similar
services worldwide, none of them have the compe-
tencies to compete in its top luxury niche (Bor-
tolozzi & Tracogna, 2013). Interna is an Italian
firm, but its niche is global, and must be, as few
super-luxury hotels open in any given country and
year — hence the need to sell globally right from the
start. Interna partners with internationally
renowned designers like Graves, Putman, Hosohe,
and Wettstein. Along with the prestige of the hotels
they outfit, their association generates free media
coverage in trade magazines, and this was initially
very helpful in building their reputation.'® Such
collaborations also result in positive word-of-
mouth promotion, an effective and inexpensive
way of reaching potential customers.

Contrast this with firms with a mass-market
business model. Such firms sell undifferentiated or
slightly differentiated products targeted at a large
number of customers. They compete with other
firms making similar products. As a result, the

demand curve for their products tends to be
priceelastic. Because their offering is not unique,
they need to spend more time identifying which
customers are likely to be interested in their specific
product, and what it takes to persuade them to buy.
In contrast to buyers of niche products who are
looking for a specific product or a solution to a
particular problem, those of mass market products
need to be motivated to buy a particular brand.
Tastes and use conditions for mass-market products
also tend to vary across countries, so the marketing
mix often needs to be adapted to each country
where the firm wants to sell — a key assumption of
the Uppsala model. Pinpointing what elements of
the marketing mix need changing and how to do it
takes time, and may require a foreign presence
before manufacturing starts, which also takes time.
Buyers of mass market products are less likely to be
experts, so more time must be devoted to educating
them and solving their problems. This will often
require setting up service centers and repair facil-
ities in each foreign country, and this takes time. In
contrast, buyers of niche products are generally
experts who do not need hand-holding. Lastly,
given the large number of customers of mass-
market products present in any particular country
and their low elasticity of demand, serving them
will typically require setting up production facili-
ties close to where they live, an expensive and time-
consuming proposition. Exporting from the home
base is generally not a feasible solution for mass
market products because buyers of such products
are likely to hesitate to absorb shipping costs given
the availability of local substitutes, but a lack of
exact substitutes makes this possible for niche
products.

The net result is that firms that have a niche
business model are likely to expand their foreign
sales much more rapidly than those that have a
mass market business model. This leads us to our
first hypothesis:

Hypothesis 1: Firms with a global niche busi-
ness model internationalize faster than those
with a mass-market business model.

The International Entrepreneurship View

To be able to evaluate the explanatory power of a
firm’s business model, we contrast that explanation
with the three main reasons for BGs advanced in
the IE literature, that they rely on networks (H2),
that they are high-tech (H3), and that their
founders are internationally experienced (H4).'”
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The first explanation advanced by IE scholars is
that BGs make greater use of networks than other
types of firms. In the retrospective to their seminal
2004 article, Cavusgil and Knight (2015: 8) write
that “early and rapid internationalization is
thought to benefit enormously from network rela-
tionships and other forms of social capital”. For
small and young firms, the firm’s network is the
network of its founder(s). The foreign ties of
founders, both personal and firm-to-firm, are said
to provide them with information on foreign
opportunities, thereby reducing their perceived risk
of going abroad, and facilitating access to resources
(Chandra et al., 2009). Scholars have measured this
impact in three ways: first, they have argued that
firms that are located close to similar firms at home,
i.e., in home-based industrial districts, can benefit
from the international knowledge of other individ-
uals and firms located there (Dib et al.,, 2010;
Fernhaber, McDougall-Covin & Shepherd, 2009;
Fernhaber & Li., 2013; Prashantham, Dhanaraj &
Kumar, 2015). Zucchella et al. (2007) found some
support for this. Second, IE scholars have hypoth-
esized that pre-existing international personal and
firm-to-firm networks provide BGs with informa-
tion that helps them internationalize quickly.
Loane and Bell (2006: 475) note that a quarter of
the BG founders they surveyed “leveraged their
own social or business contacts to gain knowledge
of and accelerated access to foreign markets”.
Among the high-tech startups studied by Cannone
and Ughetto (2013), those whose founders had a
preexisting international network were more likely
to be BGs. The role played by prior network
relationships in stimulating foreign sales is also
noted by Coviello (2006) and Ellis and Pecotich
(2001). Consequently, there are reasons to believe
that:

Hypothesis 2: The greater a firm’s use of pre-
existing international networks, the faster its
internationalization.

The IE literature holds that high technology is a
prerequisite for fast internationalization (e.g., Bell
et al., 2003; Madsen & Servais, 1997; Moen, 2002;
Rennie, 1993). Knight and Cavusgil (1996: 11) see
technological intensity as a fundamental aspect of
BGs, and define BGs as “small, technology-oriented
companies that operate in international markets
from the earliest days of their establishment.” Autio
(2005:13) considers a firm’s knowledge intensity as
an “important facilitating condition” for quick
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international expansion while Bell et al. (2003:
349) posit that “firms with highly sophisticated
knowledge bases are likely to internationalize much
more rapidly than are those with more basic
capabilities.” Knight and Cavusgil (2004: 128)
explain that this is because technological innova-
tions “help firms to attenuate their liabilities of
foreignness and newness.” Indeed, Autio, Sapienza
and Almeida (2000) find that a firm’s knowledge
intensity is positively correlated with the growth of
their foreign sales. Hence,

Hypothesis 3: High-technology firms will
internationalize faster than low-technology
firms.

A third explanation advanced by IE scholars
centers on founder prior international experience
(e.g., Chetty & Campbell-Hunt, 2004; Cannone &
Ughetto, 2014; Dib et al., 2007; Wickramasekera &
Bamberry, 2003; Zucchella et al., 2007). Interna-
tional experience has many dimensions. Johanson
and Vahlne (1977) argue that the most relevant is
experiential knowledge of the relevant target coun-
try. Hence, founders who have spent time in the
countries where their firm will operate later are
more likely to overcome barriers due to cultural and
institutional differences, allowing them to expand
foreign sales there faster (Chetty & Campbell-Hunt,
2004; Madsen & Servais, 1997). It is also possible
that prior work experience in any foreign country
equips founders with skills that are useful for
entering other foreign countries, and hence that
firms led by founders with such experience are
more likely to be BGs (Cannone & Ughetto, 2014).
BG founders who have worked for an import-export
company or an MNE (not necessarily abroad) may
also have learned export skills that might speed the
internationalization of their firms (Wickramasekera
& Bamberry, 2003; Zucchella et al. 2007).'® Perhaps
less directly relevant, but still significant, is having
studied abroad prior to starting a firm (Dib et al.,
2010). Madsen and Servais (1997) and Zucchella
et al. (2007), among others, have also argued that
founders who speak foreign languages are more
likely to be fast internationalizers.

These predictions have been partly supported in
studies comparing BGs and non-BGs. Cannone and
Ughetto (2014) found that a founder’s interna-
tional work experience and study abroad had a
significant impact on their firm’s speed of interna-
tionalization, Zucchella et al. (2007) found that this
was the case for a founder’s foreign language
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Table 1

Speed of internationalization for mass-market and niche business models

Mass market business model

Niche business model

Total number of customers Many
Ratio of domestic to total customers High
Potential competitors Many
Potential product substitutes Many
Price elasticity of demand High
Time needed for customer
identification

Time needed for customer
persuasion

Time needed for customer education
Time needed for country-specific
marketing mix adaptation

Time needed to set up after-sales
service

Time needed to set up logistics

network

sales networks

Substantial

Substantial; through advertising and/or sales
Substantial; need for advertising campaign and/or

Substantial; customer often novice

Substantial; generally needs to be close to customer

Substantial: need to locate production close to
customer due to price-elastic demand

Few

Low

Few

Few

Low

Little to none; customer often finds
seller

Little to none; customer comes ready
to buy

Little to none; customer often expert
Little to none; country-based
adaptation usually minor or zero
Little to none; can be done from home
base if needed

Little; home production can be scaled
up quickly and exported

fluency, while in Wickramasekara and Bamberry
(2003) firms with founders who had worked previ-
ously in import-export were also faster to interna-
tionalize. Hence:

Hypothesis 4: Firms led by entrepreneurs with
greater prior international experience will inter-
nationalize faster. This will be the case if they
have previously

H4a: spent time in the countries where their firm
will later operate;

H4b: worked abroad;

H4c: studied abroad;

H4d: worked for firms active in import-export;
H4e: worked in MNEs;

H4f: acquired knowledge of foreign languages.

METHODOLOGY AND SAMPLE
Our empirical setting is Italy, an open economy
with global companies, many of them SMEs, and
hence a good context to investigate speed of
international expansion (e.g., Zucchella et al.,,
2007). Since some of our variables are about initial
conditions, we targeted relatively young firms to
reduce potential retrospective bias. To avoid poten-
tial industry bias, the firms are in many different
industries. We randomly selected 1000 Italian firms
founded around the year 2000, which were not
subsidiaries of other firms, and obtained their
e-mail addresses from the official register of Italian
companies compiled by Unioncamere, the Associ-
ation of Italian Chambers of Commerce. We sub-
mitted a draft of our questionnaire to experts in

SME internationalization and pretested it with five
managers so as to guarantee its comprehensiveness
and clarity. Data were collected between October
2014 and February 2015 using an Italian language
web-based survey.

The survey included an outline of the goal of the
research, introduced the scholars conducting it and
their university affiliations, and assured anonym-
ity. It was directed at founders or senior managers
who have been with the company since its foun-
dation. As the firms selected are young, and hence
the events recent, we are confident that the
respondents had the knowledge to answer the
questions. After two reminders, we had received
295 responses. After eliminating questionnaires
with missing values, we ended up with 222 obser-
vations, a response rate of 22.2%. Following Arm-
strong and Overton (1977), we tested for non-
response bias by comparing the size, age, propen-
sity to sell abroad, and foreign sales intensity of
early and late respondents. There were no signifi-
cant differences between the two groups.

As we obtained data for both our dependent and
main independent variables from the same respon-
dent, we potentially run the risk of common
method variance (Chang, van Witteloostuijn &
Eden, 2010). Common method variance arises
when respondents provide answers to survey ques-
tions that fit their mental models but are not
necessarily true. This is more likely to occur when
the data collected are subjective, when survey
questions on the dependent and independent
variables follow each other, and when some
answers are seen as more socially acceptable than
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others. In the case of our study, both the dependent
variable (time to reaching 25% foreign sales) and
the independent variables (e.g., location of poten-
tial customers, modes of transportation used, num-
ber of years spent working in an import-export
firm) are factual, and hence the responses are not
likely to be affected by social desirability. To reduce
the risk of creating mental models that link a
founder’s international experience to his/her firm’s
foreign sales volume, we put questions on the
firm’s business model between those on level of
exports and entrepreneurial team international
experience. Some explanatory variables (regional
export intensity and industrial district member-
ship) were also collected from secondary sources.
We cross-checked survey responses on the firm'’s
year of foundation and B2C status with those
datasets. For all these reasons, we are confident
that our study does not suffer from common
method bias.

Table 2 gives some information on the firms in
our sample. Thirty-eight of them (17.1%) were BGs,
as they had attained 25% foreign sales intensity
within three years of start of business. BGs were on
average larger (92.71 employees vs. 50.28 for non-
BG), had a higher foreign sales ratio (66.10 vs. 15.72
for non-BG), and were less likely to sell to final
consumers (B2C) than to businesses (B2B): 45% of
BGs sold to final consumers (B2C), vs. 66% of non-
BGs. In Table 3 we present descriptive statistics for
the main variables.

Methodology

BGs are firms that internationalize fast. The IE
literature has typically sorted firms into two cate-
gories, those that reach a high percentage of foreign
sales (typically 25%) in a short amount of time
(generally three years), i.e., BGs, and those that do
not, non-BGs. A logit or probit regression is then
used to identify which factors determine whether a
firm will fall into one category or the other (e.g.,
Cannone & Ughetto, 2014; Dib et al., 2010). One
limitation of this approach is that the criteria used
to determine whether a firm is a BG or not are
somewhat arbitrary, and indeed researchers have
used different standards (Gerschewski et al., 2015;
Kuivalainen Saarenketo & Puumalainen, 2012).
Another limitation is that dichotomous categories
are a rough approximation for what we really want
to analyze, which is the speed taken by a firm to
reach a particular internationalization benchmark,
a continuous variable. A BG/non-BG dichotomous
variable makes for a crude measure of speed, since
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both a firm with zero foreign sales and one that falls
just short of the foreign sales intensity benchmark
are classified as non-BG, while their international-
ization speed is obviously quite different. The time
needed to reach 25% foreign sales is thus a finer-
grained measure of our dependent variable.

The most useful method for analyzing the speed
with which a firm reaches a particular benchmark is
event history analysis (Allison, 1984), which
explores the determinants of the time to an event
within a given observation window. This method
has been widely used in IB research (e.g., Hennart,
Kim & Zeng, 1998; Mata & Portugal, 2000; Sui &
Baum, 2014) but not, as far as we know, in the BG
literature. In our case, the event is the firm having
foreign sales equal or larger than 25% of total
turnover within three years. We use a Cox propor-
tional hazards model (Cox, 1992) because it makes
no specific assumption as to the underlying distri-
bution of the probability of event occurrence. In
further analyses, we also use the more conventional
logistic model where we predict whether a firm will
be a BG or a non-BG based on 25% foreign sales
being reached in three years.

Dependent Variable

Our dependent variable is the time (measured in
months) elapsed between the date at which a firm
first puts its product or service on the market and its
reaching 25% foreign sales. We use a three-year
observation window in our main models (Models 1
and 2 in Table §5). While there is no universally
accepted definition of a BG, 25% foreign sales in
three years is used by most authors (e.g., Cannone
& Ughetto, 2014; Gerschewski et al., 2015; Knight
& Cavusgil, 2004; Kuivalainen et al., 2007). We
asked respondents to give the percentage of foreign
sales at various time intervals since founding, and
from this calculated the number of months a firm
took to reach the 25% export threshold. Firms that
did not reach 25% foreign sales in three years are
right-censored.

Explanatory Variables

Global niche usiness model

Hypothesis 1 states that firms that follow global
niche strategies will be quicker to achieve BG
status. Table 1 summarizes the main features of a
global niche business model. As argued -earlier,
niche products are distinctive, and hence have few
competitors. They also cater to a limited customer
base, hence they have relatively few customers
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(Kotler, 2003). We asked respondents whether they
could give us the number of their competitors and
clients, or whether the number was too large for
them to know. We used a dummy variable coded
one if they could not give us the number of
competitors (Many Competitors) and clients (Many
Clients) and zero if they could. Because global niche
products cater to a select number of customers who
are similar worldwide, but differ from the average
customer in a given country, it is likely that a high
proportion lives abroad. To measure this, we asked
respondents to estimate the percentage of potential
clients located in Italy (Clients in Italy).

Firms selling global niche products can serve
foreign markets from a domestic base. This is easier
if they do not have to adapt products for foreign
customers. We measure this by the variable High
Adaptation where we asked respondents to indicate
the importance of marketing mix adaptation for
their main product and service on a scale of 0 (no
adaptation required) to 100.

Transportation costs are another potentially rele-
vant factor. However, it is not the absolute level of
transportation costs that matters, but its impact on
demand. That impact will be negligible if product
demand is priceinelastic. In that case, an increase in
price due to transportation costs will have little effect
on demand, and a product exported with significant
transportation costs will still find customers. What
we want to measure, therefore, is the sensitivity of
demand to transportation costs. To proxy for this, we
take the type of transportation used by sellers. We
assume that if they ship by plane, it is because
customers are willing to absorb the charges because
the product is distinctive and has no local substi-
tutes. The other case where transportation costs do
not hamper exports is when transportation is cost-
less, as with electronic transfer. Altogether, if trans-
portation costs are zero or if demand is price
inelastic, transportation charges will not reduce
demand. Consequently, sellers with products
shipped by air or transferred electronically should
find it easier to quickly increase foreign sales com-
pared to those that rely on boats, trains, or trucks. We
asked whether respondents delivered their products
to customers by train, truck, ship, air, electronic
transfer, and in person (door-to-door). Our measure
of the sensitivity of demand to transportation costs,
Sensitivity to Transportation Costs, is the percentage of
sales delivered by truck, train, and ship.

Having to set up a physical presence abroad to
handle after sales is also likely to slow down
internationalization. We assessed the need for a

local physical presence to serve customers by asking
respondents to rank the importance of providing
repair and after-sales service close to the consumer
(High After Sales Service), from 0, not important, to
100, very important.

One would expect systematic differences in
internationalization speed between firms that sell
to other firms (B2B) and those that sell to final
consumers (B2C) (Andersson, 2006). B2B firms have
fewer customers with better knowledge of the
product and more homogeneous preferences across
countries (Schilke, Reimann & Thomas, 2009). In
contrast, B2C firms have a larger number of
customers who need to be persuaded through
country-specific advertising and whose demand is
more influenced by national culture, thus requiring
a more country-by-country marketing mix adapta-
tion. However, the match between B2B and niche
strategies, and B2C and mass market strategies, is
far from perfect, as some B2C firms have a niche
business model, and some firms selling B2B a mass-
market one. In our survey, we asked respondents
whether they mostly sold B2B or B2C and created a
dummy variable (B2C = 1) when their business was
mostly B2C.

To facilitate interpretation and to save on degrees
of freedom, we built a formative scale with all the
business model variables that negatively affect
internationalization speed (Many Competitors, Many
Clients, Clients in Italy, High Adaptation, Sensitivity to
Transportation Costs, High After Sales Service and
B2C). Following Reuber and Fischer (1997), we
transformed these variables into z-values. We took
their sum, reversed the sign so that the scale has a
positive impact on internationalization speed, and
called it Niche BM Index. Firms with a high Niche BM
Index are more likely to be BGs. Table 2 shows that
the average value of the Niche BM Index for the BGs
in the sample is 1.94 vs. — .40 for the non-BGs, a
statistically significant difference (p < 0.000).

International entrepreneurship variables

We also entered the three main IE variables, a firm’s
use of networks (H2), its high level of technology
(H3), and its founders’ previous international expe-
riences and linguistic ability (H4).

H2 posits that using pre-existing networks speeds
up foreign sales. The IE literature has defined
networks as (a) the personal relationships of the
entrepreneurial team with foreign individuals (e.g.,
Dib et al. 2010; Ellis, 2011); (b) the business
relationships of the firm with foreign firms (e.g.,
Al-Laham & Souitaris, 2008; Dib et al.,, 2010; Yu
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et al., 2011); (c) the relationships gained by being
located close to similar firms (e.g., Dib et al., 2010;
Fernhaber & Li, 2013; Fernhaber et al. 2009; Zuc-
chella et al. 2007). In the case of very small firms, like
those in our sample, the preexisting international
contacts of the firm are those of its entrepreneurial
team. Research has shown that the most useful
contacts for further internationalization are those
made in previous foreign employment (e.g., Crick &
Spence, 20035; Ellis & Pecotich, 2001; Loane & Bell,
2006). Since we are already measuring an entrepre-
neurial team’s previous work experience, and hence
are implicitly taking into account the team’s pre-
existing international networks, we focus on (c),
whether internationalization was facilitated by
being located near other firms. Brown and Bell
(2001), for example, note that firms in clusters —
Silicon Valley or Italian industrial districts — help
each other internationalize by exchanging referrals,
sharing experiences, organizing trade fairs, and so on
(see also Andersson, Evers & Griot, 2013).!" We
ascertained whether the firm was located in an
industrial district that specializes in its type of
products, in which case the dummy (Industrial
District) is equal to 1. Data were obtained from the
Italian Census of Industry (ISTAT, 2015a).

To test H3, we asked respondents to evaluate
their firm’s technological level in a range from 0 to
100 (High-Tech). Objective measures of technolog-
ical intensity (such as R&D expenditures/sales, or
patent counts) are not appropriate for small firms
that generally do not have distinct R&D depart-
ments (Love & Roper, 1999). Patents only measure
some types of knowledge, and their usefulness
varies across industries making them a poor mea-
sure of technological intensity when comparing, as
we do, firms across industries. Most scholars there-
fore agree that in the case of small firms the best
way to measure technological intensity is to ask
managers for their own assessment, and many past
studies have measured this through a single ques-
tionnaire item (Dib et al., 2010; Golovko & Valen-
tini, 2011; Sterlacchini, 1999).

Table 2 Sample characteristics
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Empirical studies of the impact of experience on
entrepreneurial success have shown that the type of
foreign experience that is most useful is that which
involves solving practical task-related problems
overseas in a work environment (Majocchi, D’An-
gelo, Forlani & Buck, 2018). This suggests that
experience working in countries which are the
firm’s main markets, or in import-export, or in
multinational firms, is likely to have the greatest
impact on the probability a firm will be a BG.
Guided by this, and based on an exhaustive survey
of the various dimensions of international experi-
ence used in the IE literature, we entered six
measures of prior international experience: (a) the
number of years prior to product launching mem-
bers of the firm’s entrepreneurial team had worked
or studied in one of the countries which later
became their main markets (Years in 3 Main Coun-
tries); when there was more than one team member,
we took the number of years of the one with the
longest foreign experience, because we believe that
it is not the average experience of the team that
matters, but the presence or absence in the team of
a highly experienced individual.*® We used the
same methodology for other variables describing
prior international experience; (b) the number of
years members of the entrepreneurial team worked
abroad (Years Worked Abroad); (c) the number of
years they spent studying abroad (Years Studied
Abroad; (d) the number of years they spent working
in import-export (Years in Import-Export) and (e) in
an MNE (Years Worked in MNE); and (f) the number
of foreign languages spoken prior to starting the
firm (Foreign Languages).

Control variables

Cannone and Ughetto (2014), Westhead, Wright
and Ucbasaran, (2001), and Verbeke et al. (2014)
have argued that a founder’s previous experience in
the same industry should lead to faster interna-
tionalization. We therefore asked respondents how
many years they had previously worked in the
industry in which their present firm is active (Same

Variable Non-born global firms: 184 obs Born global firms: 38 obs

Mean Std. Dev. Min Max Mean Std. Dev. Min Max
Foreign sales ratio 2014 (%) 15.72 24.31 0 100 66.10 23.91 0 100
Number of employees 50.28 12.93 3 1078 92.71 278.59 10 1700
% B2C 66 47 0 100 45 50 0 100
Niche BM Index — .40 2.72 —6.42 6.21 1.94 2.51 —3.35 7.01
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Table 3 Descriptive statistics

Variable Mean Std. Dev. Min Max VIF

average 1.22
Many Clients 0.32 0.47 0 1 1.14
Many Competitors 0.67 0.47 0 1 1.18
Clients in Italy 59.08 34.53 0 100 1.14
High Adaptation 56.59 40.81 0 100 1.06
Sensitivity to Transportation Costs 79.99 29.44 0 100 1.15
High After-sales Service 58.24 39.63 0 100 1.15
B2C 0.62 0.49 0 1 1.19
Niche BM Index 0.00 2.82 — 6.42 7.07 1.13
Years in 3 Main Countries 1.10 4.85 0 40 1.30
Years Worked Abroad 0.94 3.82 0 40 1.51
Years in Import-Export 0.76 3.79 0 35 1.35
Years Worked in MNE 1.85 5.39 0 30 1.52
Years Studied Abroad 0.32 1.62 0 20 1.22
Foreign Languages 0.72 0.87 0 4 1.17
High-tech 70.23 2417 0 100 1.15
Industrial District 0.12 0.33 0 1 1.06
Same Sector 8.69 11.46 0 60 1.15
Regional Export Intensity 0.22 0.09 0.01 .37 1.14
Sector), again taking the founder with the highest Results

number of years if there were more than one
founder.

The level of infrastructure supporting exports
varies considerably between northern Italy, with a
long industrial tradition, and southern Italy, which
has remained heavily agricultural. Most authors
studying Italian exports (e.g., D’Angelo, Majocchi
& Buck, 2016) control for the export intensity of
the province where the firm is based. Following
Bernard and Jensen (2004), we enter its ratio of
exports over GDP (Regional Export Intensity) for the
year in which the firm started production.?' Data
were obtained from the Italian National Institute of
Statistics (ISTAT, 2015b).

Table 4 shows the correlation between the vari-
ables. With the exception of those between Niche
BM Index and its constituent variables (Many
Clients, Many Competitors, Clients in Italy, High
Adaptation, High Transport Costs, High After Sales
Service and B2C), which are not of concern since we
do not enter them together, the highest correla-
tions are between Years Worked Abroad and Years in
3 Main Countries and between Years Worked in MNE
and Years in Import-Export. Table 3 shows that the
highest Variable Inflation Factor (VIF) is 1.52 and
the average 1.22, both much below the maximum
of 10 set up by Hair, Anderson, Tatham & William
(1995). Hence, we conclude that collinearity is not
a problem.

Table 5 shows the results of the event history
models with a 3three-year window. Our dependent
variable is the time it took a firm to reach 25%
foreign sales over total sales. A positive coefficient
signifies that the variable helps firms attain that
level faster, while a negative sign shows that it
slows them down.

Model 1 includes our controls, Regional Export
Intensity and Same Sector, the global niche business
model variables, and the IE variables. In Model 2,
we substitute the global niche business model
variables with the Niche BM Index. The coefficients
and the p values are fairly stable across both
specifications in both magnitude and significance:
the two models support the same conclusions.

Starting with the controls, the provincial export
ratio (Regional Export Intensity) is positive and
significant in both models - the highest p value is
equal to 0.048 in Model 1 - supporting the view
that the regional level of infrastructure has a
positive impact on internationalization speed, con-
sistent with Basile, Giunta & Nugent (2003). In
contrast to the findings of Cannone and Ughetto
(2014) and Westhead et al. (2001), but in agree-
ment with those of Verbeke et al. (2014), we find
that founders who now operate a firm in the same
industrial sector as the one in which they were
previously active (Same Sector) are not expanding
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their foreign sales faster than those who are new to
the industry (p values are above 0.488).

How well did our business model variables do? In
Model 1 of Table 5, the coefficients of all our niche
business model variables are significant with the
exception of the firm’s number of total customers
at home and abroad (Many Clients). As expected,
firms which have many competitors (Many Com-
petitors) take more time to expand foreign sales, as
shown by the negative and significant coefficients
of this variable (p value = 0.097). Internationaliza-
tion is also slower the higher the percentage of
potential customers who are in Italy, as the coef-
ficient of Clients in Italy is negative and significant
with a p value of 0.014. The negative and signifi-
cant coefficient of High Adaptation (p value = 0.033)
indicates that firms that make extensive cross-
country adaptations in their marketing mix are less
likely to ramp up rapidly their foreign sales. The
negative and significant coefficients of Sensitivity to
Transport Costs (p value = 0.016) tells us that firms
that make heavy use of truck, train, and ship
transportation (as opposed to using the Internet
and the airplane) expand their foreign sales more
slowly. Similarly, firms that need to provide their
customers with local after-sales service also inter-
nationalize more slowly, as shown by the negative
and significant coefficient of the High After-Sales
Service variable (p value = 0.008). Finally, firms that
sell to final customers (i.e., B2C firms) take longer
to develop their foreign sales, as the coefficient of
B2C is significantly negative (p value = 0.086).

In Model 2, wereplace the BM variables by our Niche
BM Index. The coefficient of the index is positive and
strongly significant (p value = 0.000). Altogether, our
results support our H1 hypothesis that firms with a
niche business model are faster at internationalizing.
This conclusion is supported both when we look at
each of the business model variables separately —as in
Model 1 - and when we use the Niche BM Index, as the
index is statistically significant and so are all the
business model variables, with the exception of a
firm’s number of customers.

Turning to the IE variables, the results for the
international experience of the entrepreneurial
team are mixed. The longer entrepreneurs have
worked abroad, the faster their firms will increase
their share of foreign sales: the variable Years
Worked Abroad takes a positive and significant sign
in all runs with p values of 0.005 in Model 1 and
0.01 in Model 2. Years in Import-Export has a positive
sign and is weakly significant in Model 1 (p value =
0.078) but not in Model 2 (p value = 0.205). All
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other experience variables are insignificant: we do
not find support for the existence of a relationship
between a firm’s speed of internationalization and
the work experience of its top managers in the
three main countries in which the firm now sells
(Years in 3 Main Countries), their prior knowledge of
foreign languages (Foreign Languages), the time they
spent working in an MNE (Years Worked in MNE)
and studying abroad (Years Studied Abroad). Both
Cannone and Ughetto (2014) and Wickramasekera
and Bamberry (2003) also found foreign language
fluency to be statistically insignificant, while study
abroad was also found insignificant by Dib et al.
(2010), Zucchella et al. (2007), and Vissak et al.
(2012). Finally, as with Dib et al. (2010), we found
that being located in an industrial district (Indus-
trial District) had no impact on a firm’s interna-
tionalization speed (p values higher than 0.486 in
both models).

Overall, both models do not provide support for
most IE variables. Firms located in industrial
districts do not internationalize faster, hence H2
is not supported. High-technology firms are not
more likely to be BGs, so H3 is not supported. With
the notable exception of the founders’ prior work
experience abroad, our other variables measuring
the prior foreign experience of the firm’s managers,
i.e., their previous experience in the firm’s main
target countries, in firms engaged in international
business, in foreign education, as well as their
foreign language fluency, do not seem to boost
their firm’s internationalization speed, hence there
is only partial support for H4.

Figure 1 shows the reversed Kaplan-Meier survival
functions for firms with a Niche BM Index above the
mean (Niche BM dummy= 1), i.e., firms we would
expect to internationalize quickly, and for those
with a Niche BM Index below the mean (Niche BM
dummy = 0), firms that should be slower to reach BG
status. The x-axis gives the number of months
elapsed since the firm started to sell its product,
while the y-axis indicates the cumulative percentage
of firms of each category that reach BG status. Firms
with a Niche BM dummy equal to 1 (those we would
expect to reach BG status quickly) are represented by
a solid line, and those with a Niche BM dummy eq-
ual to 0, our predicted slow internationalizers, by a
dotted line. Figure 1 shows that firms with a Niche
BM dummy equal to one, our predicted fast inter-
nationalizers, do internationalize faster.

How does the explanatory power of the business
model compare with that of traditional IE vari-
ables? Event history methodology cannot answer
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that question, as it does not easily allow us to
compare the degree of fit between a model with
only traditional IE variables and one with only
global niche business model variables. We can,
however, run three logit models, one with only IE
explanatory variables, another with only niche
business model variables, and a third one with
both. In these models, the dependent variable is the
probability of being a BG (to reach 25% foreign
sales within three years), with a positive coefficient
contributing to that probability. Because logit
models are sensitive to small samples, we replace
the global niche business model variables with
Niche BM Index, the formative scale described
earlier.

Table 6 reports the results of the three logistic
models we ran to compare the relative explanatory
power of IE and business model variables. Model (1)
includes the two previously significant IE variables,
Years Worked Abroad and Years in Import-Export, as
well as Regional Export Intensity, the control variable
found previously significant. In Model (2) we enter,
along with Regional Export Intensity, our Niche BM
Index variable which captures the business model
characteristics that lead to fast internationalization.
Model (3) includes both sets of variables. The signs
and significance levels of the variables remain
unchanged. In Model (1) Years Worked Abroad and
Years in Import-Export remain significant. The model
has a pseudo R* of 7.81% and classifies correctly
80.18% of all observations with a LR Chi® of 15.88
(p < 0.000). In Model (2) we only include Niche BM
Index. As expected, its coefficient is positive and
strongly significant with a p value of 0.00003. The
model’s pseudo R* jumps to 13.36%, the percentage
of observations correctly classified to 82.43%, and
the LR Chi? to 27.15 (p < 0.000). These results show
that global niche business model variables are
better predictors of the speed at which firms
develop their foreign sales than traditional IE
variables, explaining a higher level of variance with
greater accuracy. Model (3) combines both sets of
variables. The coefficients of the variables are
similar, but the fit of the model increases, with
the pseudo-R* reaching 17.77 %, the percentage of
correct predictions now at 85.14% and the LR Chi?
at 33.86 (p < 0.000). Thus, entering Niche BM Index
along with the IE variables greatly improves the
model likelihood and its accuracy over a null
model. The values of the likelihood ratio test of
the nested models (Models 1 and 2) versus the full
model (Model 3) show that the improvement in fit
is larger when comparing the full model to Model 1

(20.23) than to Model 2 (8.95), indicating that
Model 2 has a statistically significant higher fit
compared to Model 1. This suggests that a full
explanation of how fast firms can grow their
foreign sales should take into account both a firm's
business model and the work experience of its
founders/managers. Overall, our results strongly
support our first hypothesis (H1) that a firm’s
business model has a strong impact on the time it
takes to reach BG status. More precisely, we find
that firms that are structurally quicker to interna-
tionalize are those that follow a niche business
model.

Robustness Tests and Additional Analyses

We ran the event history model of Table 5 with a
six-year observation window to see if our results
hold up with a less stringent BG definition. The
results are reported in Table 7, Models 1 and 2. The
coefficients of the IE variables remain unchanged.
There are slight changes for the BM variables: Many
Clients becomes statistically significant (with the
expected negative sign) while B2C loses signifi-
cance. The Niche BM Index variable remains strongly
significant, confirming our main hypothesis. We
also ran the logit models of Table 6 using the six-
years definition of BG and ran our main event
history and logit models with a version of the Niche
BM Index that excludes B2C and Many Clients. None
of those changes affected our results.??

Overall, our findings show that firms with a
global niche business model and those with
founders who have worked abroad are faster inter-
nationalizers. What is the nature of the relationship
between these two constructs? A possible one is
mediation. The impact of founders with interna-
tional experience may work through their selection
of a niche business model. If this was true, the
business model variables and the Niche BM Index
would lose significance in the presence of the
entrepreneurial experience variables. As shown by
Models 1 and 2 in Table 5 (for the three-year
window) and in Table 7 (for the six-year window),
this is not the case.

It can also be that a founder’s international work
experience positively moderates the relationship
between a global niche business model and fast
foreign sales growth. In other words, founders with
international experience may be more likely to
capitalize on a global niche business model than
those with less international experience. We test
this hypothesis in Models 3 and 4 of Table 7 by
interacting our Niche BM Index variable with the
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Table 5 Determinants of time to Born Global status (three-year window)

Variables 1 p values 2 p values

Many Clients 0.413 0.273
(0.378)

Many Competitors — 0.635 0.097
(0.383)

Clients in Italy —0.013 0.014
(0.005)

High Adaptation — 0.009 0.033
(0.004)

Sensitivity to Transp. Costs — 0.014 0.016
(0.006)

High After-Sales Service —0.013 0.008
(0.005)

B2C — 0.648 0.086
(0.378)

Niche BM Index 0.327 0.000

(0.074)

Years Worked Abroad 0.114 0.005 0.108 0.010
(0.041) (0.042)

Years in 3 Main Countries 0.001 0.981 0.004 0.923
(0.048) (0.047)

Years in Import-Export 0.062 0.078 0.043 0.205
(0.034) (0.034)

Years Worked in MNE — 0.048 0.139 — 0.037 0.794
(0.032) (0.032)

Years Studied Abroad 0.012 0.887 — 0.024 0.794
(0.085) (0.091)

Foreign Languages 0.027 0.895 0.021 0.911
(0.206) (0.189)

High-Tech —0.012 0.130 — 0.009 0.176
(0.008) (0.006)

Industrial District 0.357 0.486 0.281 0.549
(0.512) (0.469)

Same Sector 0.011 0.488 0.010 0.528
(0.016) (0.016)

Regional Export Intensity 5.171 0.048 6.146 0.018
(2.611) (2.589)

(dof) (7) amn

LR chi2 50.30 0.000 39.89 0.000

Observations 222 222

Standard errors in parentheses.

number of years the most experienced member of
the team has worked abroad, Years Worked Abroad.
The coefficient of Niche BM Index*Years Worked
Abroad is not significant (p value = 0.408 in Model 3
and 0.463 in Model 4), providing no support for the
idea that a global niche business model will result
in faster internationalization if the founders carry-
ing it out are internationally experienced. To
investigate this further, we test the possibility of a
partial mediation effect between international
experience and business model choice. To do so,
we regress the experience variables (Years Worked

Abroad, Years in 3 Main Countries, Years in Import-
Export, Years Worked in MNE, Years Studied abroad,
Foreign Languages) against the Niche BM Index (de-
pendent variable) using both Tobit and OLS regres-
sion. The experience variables are statistically
insignificant in all runs, failing to support the idea
that international experience drives the choice of
business model.??

Overall, our additional tests strongly confirm our
main result which is that a firm’s business model
explains most of the variance in its international-
ization speed.
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DISCUSSION AND CONCLUSION

The Uppsala model and export development pro-
cess theories posit that because selling abroad
requires understanding previously unknown envi-
ronments and adapting to them, firms will expand
their foreign sales very slowly. The existence of
born globals (BGs), firms that sell abroad a sub-
stantial share of their output immediately or within
a few years of founding, thus presents a theoretical
challenge.

To explain this anomaly, most BG scholars have
looked for special circumstances under which
Uppsala and export development process theories
do not apply. They have argued that BGs are fast
internationalizers because they use networks and
possess unique attributes, such as superior technol-
ogy and founders with a high international orien-
tation who “seem to discount the risk of going
international” (Cavusgil & Knight, 2015: 10).

We take a different approach. Following Hennart
(2014), we argue that an important reason for the
rapid international expansion of some firms has to
do with their business model. That is, some firms
have business models that facilitate rapid foreign
sales growth, while others do not: firms character-
ized by a niche business model are able to export

0.24

0.00
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from their home base products and services that do
not require host country-specific marketing mix
adaptations and do not need foreign-based after-
sales service, and this allows them to expand
foreign sales quickly and to become BGs. Using
event history methodology, we test this hypothesis
by looking at the time it took Italian SMEs to reach
BG status, i.e., to sell a quarter of their output to
foreign customers. We compare the impact of a
firm’s business model on its internationalization
speed with that of traditional IE variables, such as
whether the firm makes extensive use of net-
works, whether its products are high-tech, and
whether its founders are internationally experi-
enced. Most of the business model variables turn
out to be statistically significant, while among the
traditional IE variables, only the founder’s prior
foreign work experience receives consistent statis-
tical support. We find that a model that
includes only business model variables has greater
explanatory power than one that only features
traditional IE variables. Adding business model
variables to a model with IE variables substan-
tially improves fit.

Before discussing the implications of these find-
ings, one should keep in mind their limitations.

40

Niche BM dummy=1

Figure 1

Inverse Kaplan—-Meier survival functions for firms with a Niche BM Index above and below the mean. Cumulative percentage

of firms reaching 25% foreign sales from time of first sale for firms with a Niche BM Index above the mean (Niche BM dummy = 1; solid

line) and below the mean (Niche BM dummy = O; dotted line).
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Two of them are imposed on us by our desire to
compare the explanatory power of business model-
based variables to those put forth by the extant IE
literature. First, we focus on the variables that affect
the speed with which a firm sells to foreign final
customers, the facet of firm internationalization on
which the Uppsala model, export development
process models, and the BG literature have focused.
Hence, we look at a firm’s downstream activities,
not at its upstream internationalization, such as the
offshoring of components, assembly, or R&D.
Second, and again in keeping with the bulk of the
BG literature, we measure the degree of interna-
tionalization by the ratio of foreign to total sales
(FSTS). This has clear limitations, since firms with
the same FSTS may differ in their internationaliza-
tion breadth, with some selling regionally and
others globally (Rugman, Verbeke & Nguyen,
2011; Sleuwaegen & Onkelinx, 2014). This paper
also suffers from other limitations. We did not test
all the business model dimensions that might affect
a firm’s speed of international expansion. For
example, we did not ask respondents how much
promotion and advertising was required to sell
their products. Another possible limitation is that
we are measuring the size of an entrepreneur’s
foreign network at inception by international
experience. Although it is generally agreed that
entrepreneurs add foreigners to their social network
when they spend time abroad, a variable already
included in our model, a direct measure of an
entrepreneur’s foreign social network would have
been preferable. We also measure a firm’s

technological intensity by asking the entrepreneur
to rate it, and although many authors have argued
that this measure is the most appropriate one for
SMEs, it still suffers from the problem of being
subjective. BGs may also aggressively expand
abroad because they want to capture first mover
advantages (Herbig, Howard & Kramer, 1995). We
did not specifically test for that. We focus on a
single country, Italy. Since the decision to sell
abroad depends on the relative advantage of for-
eign over domestic sales, we would expect the ratio
of foreign to total sales to depend not only on the
attractiveness of selling abroad but also on that of
selling at home. By focusing on a single country,
Italy, we keep constant the domestic factors that
might influence this choice. On the other hand,
our results may not be fully generalizable to other
settings. Note also that we ignore long-term finan-
cial performance — we do not investigate whether
the firms in our sample that were quick to sell
abroad were more or less financially successful in
the long term than those that followed the slow
Uppsala model approach.

In spite of these limitations, we believe that this
paper makes significant contributions to the BG
literature and to IB theory. First, it is the first, as far
as we know, to empirically assess how much a
firm’s internationalization speed depends on its
business model, and how much on traditional IE
variables, such as prior international experience of
founders, use of networks, and technological inten-
sity. While Dow (2017) made a serious effort to test
the significance of the first set of variables, he did

Table 6 Determinants of the probability a firm will be a born global (25% foreign sales in three years)

Variables m p values 2) p values 3) p values
IE only BM only IE+BM

Niche BM Index 0.333 0.000 0.328 0.000

(0.076) (0.079)

Years Worked Abroad 0.108 0.001 0.112 0.011
(0.042) (0.044)

Years in Import-Export 0.083 0.043 0.058 0.200
(0.041) (0.045)

Regional Export Intensity 6.412 0.014 4.994 0.047 7.470 0.012
(2.621) (2.513) (2.975)

Constant —3.318 0.000 - 3.017 0.000 — 3.837 0.000
(0.705) (0.665) (0.830)

Pseudo-R? 7.81% 13.36% 17.77%

LR Chi?2 (dof) 15.88(3) 0.001 27.15(2) 0.000 33.86 (4) 0.000

Correctly classified (%) 80.18% 82.43% 85.14%

Lr test nested vs. full model (1) 20.23 0.000 (2) 8.95 0.000 Full

Observations 222 222 222

Standard errors in parentheses.
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Table 7 Determinants of time to Born Global status (6-year window) and models with interaction terms (3- and 6-year windows)

Variables 6-year window Models with interaction

Model T pvalues Model 2  p values 3-year window 6-year window
Model 3 pvalues Model 4 p values

Many Clients 0.741 0.017
(0.310)

Many Competitors — 0.591 0.071
(0.327)

Clients in Italy - 0.017 0.000
(0.005)

High Adaptation — 0.010 0.007
(0.004)

Sensitivity to Transp. Costs — 0.010 0.044
(0.005)

High After-Sales Service — 0.009 0.019
(0.004)

B2C — 0.497 0.112
(0.313)

Niche BM Index 0.271 0.000 0.345 0.000 0.285 0.000

(0.061) (0.077) (0.064)
Niche BM Index*Years Worked Abroad — 0.155 0.408 — 0.011 0.463
(0.019) (0.0156)

Years Worked Abroad 0.119 0.001 0.105 0.002 0.139 0.010 0.127 0.004
(0.035) (0.033) (0.054) (0.044)

Years in 3 Main Countries — 0.025 0.573 —0.016 0.693 — 0.002 0.968 —0.013 0.736
(0.045) (0.041) (0.046) (0.039)

Years in Import-Export 0.059 0.053 0.037 0.215 0.051 0.149 0.042 0.173
(0.031) (0.030) (0.035) (0.031)

Years Worked in MNE — 0.045 0.080 —0.030 0.222 — 0.046 0.194 — 0.036 0.177
(0.026) (0.024) (0.035) (0.026)

Years Studied Abroad — 0.025 0.796 —0.018 0.835 — 0.042 0.727 — 0.068 0.540
(0.079) (0.088) (0.119) (0.112)

Foreign Languages 0.193 0.242 0.201 .180 0.024 0.894 0.194 0.191
(0.165) (0.150) (0.184) (0.148)

High Tech — 0.006 0.386 —0.002 0.668 — 0.008 0.233 — 0.002 0.772
(0.007) (0.006) (0.007) (0.006)

Industrial District —0.188 0.704 —0.170 0.706 0.326 0.491 — 0.140 0.756
(0.494) (0.450) (0.473) (0.452)

Same Sector 0.022 0.064 0.020 0.090 0.011 0.518 0.020 0.082
(0.012) (0.012) (0.016) (0.011)

Regional Export Intensity 5.221 0.074 6.471 0.002 5.560 0.034 6.052 0.005
(2.123) (2.104) (2.624) (2.143)

(dof) a7) an (12) (12)

LR chi2 71.99 0.000  47.33 0.000 40.57 0.000  47.86 0.000

Observations 222 222 222 222

Standard errors in parentheses.

not have the data to simultaneously enter IE
variables, and so was unable to determine the
relative strength of his business model variables
compared to traditional IE ones. Second, we artic-
ulate a clear logic of why using a niche business
model will speed up foreign sales and use a more
comprehensive set of variables to define it than in
the small number of previous studies entering this

variable. With the exception of Zucchella et al.
(2007), our measures of founder experience are also
more comprehensive than those used in past
studies. Third, we are, as far as we know, the first
to use event history analysis to study the determi-
nants of fast internationalization, a significant
methodological improvement over the logistic
models used in previous BG studies. Our dependent

Journal of International Business Studies



3 § E What'’s so special about born globals?

Jean-Frangois Hennart et al.

1686

variable is the time it took for a firm to reach BG
status (25% foreign sales in either three or six
years). Previous research has classified as BGs firms
that reach a certain percentage of foreign sales,
usually 25%, in a given time span, usually three
years, and has used logistic regression to predict
whether a given firm falls in that category. Besides
being somewhat arbitrary, the 25% in three-year
criterion is also context specific, since reaching this
target is not particularly hard for a firm based in a
small European Union country. Furthermore, this
methodology is also very coarse, since a firm with
zero and one with 24.9% foreign sales are both
categorized as non-BG. By using event history, on
the other hand, we are able to transform this
dichotomous variable into a continuous one, the
length of time it takes a firm to reach a certain
percentage of foreign sales.

Second, our results, which are robust to alterna-
tive measures of our dependent variable, open new
perspectives for BG research. While the IE literature
has argued that the international orientation of
founders goes a long way in explaining the inter-
nationalization of their firm (e.g., Knight & Liesch,
2016) and have made considerable effort in mea-
suring it, we show that the way this variable has
been measured is deeply flawed - it is logical to
expect the ex post responses of successful interna-
tional entrepreneurs to display a strong orientation
towards international entrepreneurship. Rather, we
suggest looking at the likely antecedent of global
orientation, prior international experience. As
shown by our results, that variable has a more
ambiguous impact on a firm’s foreign sales growth
than generally thought. Along with Dib et al.
(2010), Vissak et al. (2012), and Zucchella et al.
(2007), we find that a founder’s study abroad has
no impact on the speed of foreign sales expansion.
The same is true for prior foreign language fluency -
contrary to Zucchella et al. (2007). Consistent with
Vissak et al. (2012) but not with Wickramasekera
and Bamberry (2003) and Zucchella et al. (2007),
we also find no statistical link between having
worked for an MNE and fast foreign expansion.
Lastly, we find no statistical relationship between
having previously worked and/or studied in one of
the three main markets where the firm was active at
the time of the survey and the speed of its foreign
sales. This finding goes against the predictions of
the Uppsala model since founders who have earlier
spent time in a country where their firms sell today
should have been able to short-circuit the

accumulation of experiential knowledge, and thus
to turbo-charge foreign sales.

There are two possible explanations for the lack
of support for a relationship between country-
specific experience and internationalization speed.
One is that, contrary to what is posited by the
Uppsala model, that kind of experience matters less
than general experience with the international
environment, as the latter alerts founders to the
possibility of profitably selling abroad. The second
explanation is that, while it makes sense to assume
that prior host-country experience should speed up
the international expansion of mass market firms,
it is unclear how it should benefit firms that follow
a niche business model, i.e., that sell products that
do not require foreign customer prospection, coun-
try-based adaptation, and the establishment of
foreign production facilities, all tasks that benefit
from host-country experience. If you have distinc-
tive products, customers are likely to beat a path to
your door. Because customers of niche products
have universal needs, niche products do not have
to be adapted in each target country, making
knowing how to do this unnecessary. Likewise,
experience in managing operations in a particular
foreign country is not needed if products can be
exported. It stands to reason therefore that some
founders may quickly develop foreign sales in spite
of a total lack of foreign host-country experience.
They may be “accidental internationalists” as pro-
posed by Hennart (2014). In fact, 28 of the 38 BGs
in our sample had founders with zero prior foreign
work experience.

Contrary to IE views on BGs, and along with Dow
(2017), we find that a firm’s technological intensity
has no impact on its internationalization speed. We
have argued that the crucial characteristic of a
product and service that affects the speed at which
it can be sold abroad is its uniqueness. High-
technology products are sometimes distinctive or
unique because they incorporate proprietary tech-
nology, but so are high-design products, and those
for which quality arises from a unique provenance,
like Gevrey Chambertin wine and Cancale oysters.
This suggests that IE scholars may have overem-
phasized the role that technology plays in a firm'’s
internationalization speed.

Dow (2017) notes that the IE literature on BGs
has tended to assume that they are a different and
unique type of firm and so has analyzed them in
isolation. Indeed, studies that compare BGs to non-
BGs are a very small subset of the BG literature. Our
results show that one important difference between
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BGs and non-BGs is in the business model used.
This has a number of implications for IB theory.
First, if a main difference between BGs and non-
BGs is that they use a different business model,
then there are no reasons why BGs cannot be
explained by mainstream theories. Our findings
support the claim of Verbeke et al. (2014) and
Verbeke and Ciravegna (2018) that internalization
theory can explain both. The Uppsala model
describes cases where the firm’s FSAs must be
extensively combined with complementary
resources in the target market. The firm must
therefore negotiate with local suppliers of comple-
mentary resources. This takes time, and requires
experiential knowledge of the specific target mar-
ket, which also takes time to accumulate. Hence,
the pace of a firm's foreign expansion will be slow.
Whenever the firm’s FSAs can be exploited abroad
without extensive combination with local
resources, the firm can expand abroad more
rapidly, and, in some cases, instantaneously. This
occurs when a firm can exploit its FSAs without
having to set up production or after-sales facilities
abroad because it sells to a global customer base an
exportable niche product which requires no or little
customer prospecting and advertising, no target-
country adaptation, and no local service. A firm
that sells distinctive niche products can also shift to
the buyer the tasks of arranging transport and
custom clearance, thus speeding up foreign sales.
All in all, sellers of niche products may be able to
circumvent all of the export barriers listed by
Leonidou (2004): lack of knowledge of foreign
customers, need to make country-specific market-
ing adjustments, high transportation costs, high
trade barriers, and currency and political risk.

The IE literature has also stressed that SMEs have
difficulty internationalizing because they suffer
from a liability of foreignness and of smallness.
Zaheer (1995) has argued that firms suffer a liability
of foreignness because they do not know how to do
business in a foreign country, because they are
subject to discrimination by host-country govern-
ments, because they are constrained by the policies
of their own government, and because they expe-
rience difficulties in managing their foreign sub-
sidiaries. It is easy to show that SMEs with global
niche business models can alleviate such liabilities.
They can serve their customers through exports,
and hence avoid the problems inherent in manag-
ing foreign subsidiaries at a distance and in
unknown environments. The lack of physical pres-
ence in foreign countries also reduces exposure to
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target country discrimination because it drastically
curtails foreign footprint and visibility. Some
authors have also argued that small firms are at a
disadvantage — they incur a liability of smallness —
because they cannot take advantage of economies
of scale and suffer from a lack of legitimacy and
market power (Mellahi & Wilkinson, 2004). Firms
with a global niche business model are less likely to
suffer from this liability because they can expand
abroad with exports, which requires less invest-
ment, and because they tend to dominate their
niche, giving them market power and legitimacy
(Merrilees & Tiessen, 1999).

We also advance IB theory by using a business
model lens to analyze the micro-foundations of a
firm’s FSAs. Dunning (1988) initially defined FSAs
as intangibles, such as advanced technology and
internationally recognized brand names, and
argued that they could be exploited worldwide.
Yet casual observation shows that the initial success
of some of the most profitable of today’s MNEs has
not been based on their advanced products and
well-known brand names. The clothes sold by Zara
do not differ substantially from those sold by H&M,
Ikea’s furniture is similar to that sold by many other
retailers, and Ryanair’s Boeing 737-800 planes are
also used by other airlines. The brand names of
these firms were not known when they started.
However, each of them developed a unique busi-
ness model which it leveraged worldwide. The
reason for their success rests not on what they sell,
but on how they sell it. So, besides superior
technology and reputable brand names, unique
business models are also FSAs (Bohnsack et al,
2020). In fact, the bundling (Hennart, 2009; Teece,
1986) and the business model approaches both
stress that superior technology or great reputation
are insufficient to assure profitability and world-
wide expansion because the firm must also manage
the supply of all complementary resources. With-
out the efficient orchestration of these resources,
the firm will not be able to exploit its intangibles.
So, in the end, every successful business model is an
FSA.

A business model approach thus prompts us to go
beyond intangibles and to take a more holistic — but
also more detailed — look at what makes it possible
for firms to successfully sell abroad (Bohnsack et al.,
2020). In our case, we distinguish between two
generic business models, a mass market one and a
niche one, and ascertain how they affect the speed
with which firms sell abroad. An important insight
of the business model approach is the need for
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coherence between its constituting elements. As
Magretta (2002: 6) puts it, the business model
approach shows “how the pieces of a business fit
together”. This is clear in our case. Satisfying very
particular needs and tastes implies few competitors
and few customers. These customers are likely to be
geographically dispersed, few in number in any
given country, making it possible and efficient to
serve them through exports, both because they are
willing to pay shipping costs and because there are
too few of them in any given country to justify
locating a production plant there. Customers of
niche products are more likely to have homoge-
neous tastes, and to be more knowledgeable about
what they want and more proactive in finding it,
thus reducing marketing costs. All of these features,
which are internally consistent, make for quicker
international expansion.

At the same time, a business model view prompts
us to go much deeper and to look at how subtle
differences in business models affect that speed.
Consider Atlassian and Jive. These two firms sell
computer programs that perform the same func-
tions, but Atlassian’s software is sold as a stand-
alone product downloadable from its website at a
price that is likely to be within the discretionary
budget of individual programmers, while Jive's is
bundled with other software and sold by salespeo-
ple to IT directors. As Jive’s business model requires
a salesforce based in a target country and all the
investment and management that this entails, it is
not surprising that its international expansion has
been much slower than that of Atlassian (Hennart,
2014). To explain how quickly a firm will sell
abroad, one must therefore consider all the ele-
ments of its business model, for example the type of
customers it targets, how it serves them, and how it
captures a part of the value delivered. We believe
that this holistic — but also detailed — approach
makes the business model particularly useful for
the study of internationalization speed.

Our results also raise new questions. We find that
both a firm’s business model and the work experi-
ence of its entrepreneurial team have a positive
impact on the speed at which it develops its foreign
sales. Dow (2017) ventures that the FSA/business
model and the IE approach are more complemen-
tary than contradictory. He proposes that business
model variables set up the conditions under which
firms can quickly rack up foreign sales, but that it is
founders with international experience who realize
this potential. He was, however, unable to put this
hypothesis to the test because he did not have data

on the international experience of the entrepre-
neurs in his sample. In Table 7, the interaction
between our niche business model index (Niche BM
Index) and prior international work experience of a
firm’s entrepreneurial team (Years Worked Abroad) is
not statistically significant. In contrast to Autio
(2017), we find that a founder’s international work
experience does not turbo-charge a niche business
model towards faster internationalization. Further-
more, we find that internationally experienced
founders are not more likely to opt for a global
niche business model than inexperienced ones. In
other words, our results show that the international
work experience of the most international member
of the entrepreneurial team and the firm'’s choice of
a global niche business model exert a separate
positive influence on internationalization speed.
These provocative findings should be further inves-
tigated. Note, however, that we are looking at
internationalization speed, not at internationaliza-
tion performance. Perhaps a firm with a global
niche business model but internationally inexperi-
enced founders will eventually fail, just like one
with internationally experienced founders who
charge ahead in going abroad without the right
business model.

This study is only a first pass at investigating how
a firm’s business model affects its sales growth. We
distinguish between a mass-market and a niche
business model, but more research is needed on
this. It might make sense, for example, to identify
all business model archetypes that lead to fast
internationalization.

So what is distinctive about born globals? We
find that it is their business model and the inter-
national work experience of their founders, with
the former explaining a larger share of the variance
than the latter.
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NOTES

'"We are well aware of the criticism that the term
BG can be seen as misleading, as BGs often do not
sell in many dissimilar foreign countries but instead
within a single foreign region or to a limited
number of foreign countries (Coviello, 2015; Kuiv-
alainen et al., 2007; Lopez, Kundu & Ciravegna,
2009). It has also been said that a threshold of 25%
foreign sales in three years is not overly ambitious
(Verbeke et al., 2014). With this caveat in mind, we
use the term BG because, like the BG literature and
in contrast to that on international new ventures
(INVs) (Oviatt & McDougall, 1994), we focus on
firm downstream internationalization and not on
that of upstream activities like R&D and manufac-
turing (Coviello, 2015). Unlike the BG literature,
however, we do not adhere to a rigid definition of
what it takes to be a BG, because our dependent
variable is the speed at which a firm develops
foreign sales. That speed can be evaluated against
any internationalization milepost (25% or more)
and any time frame (three years or less).

2See below for further discussion of the business
model concept.

*We measure foreign sales as exports plus local
production for local customers.

“See below for a description of event history
methodology.

°Like in medical studies, ours has a set observa-
tion period, which we chose to coincide with those
generally used in the BG literature. Hence, we study
the factors that determine how long it takes for
firms to reach 25% foreign sales within a three-year
and a six-year time frame, with those firms that
have not reached that milepost right-censored.

®Psychic distance is defined as “the sum of the
factors preventing flow of information from and to
the market” (Johanson & Vahlne, 1977:24).

’Oviatt and McDougall had in 1994 called these
firms international new ventures (INVs). While the
INV literature has been interested in both upstream
and downstream internationalization, the BG liter-
ature has focused on downstream internationaliza-
tion. Because we focus on the latter, we make
reference to BG studies.

8We thank an anonymous referee for this point.

1689

“Rialp, Rialp, and Knight (2005: 159) call the
existence of such low-tech BGs a “discrepancy”,
thus acknowledging they do not fit with the
dominant view that high technological intensity
is a prerequisite for being a BG. They argue that “a
possible explanation for this controversial empiri-
cal fact” is that “born globals originating in coun-
tries with large home markets are mostly found in
high technology sectors, while born globals in
smaller countries are more often found in other
sectors”.

"0Acer found this out when it introduced its
Aspire personal computer in the US. The PC was
targeted to novice customers, and Acer was unable
to handle the volume of their questions (Bartlett &
George, 1998).

"The fact that BGs tend to specialize in niche
products has been noticed by some IE authors (e.g.,
Cannone & Ughetto, 2014; Dib et al., 2010; Moen,
2002; Nummela et al., 2004a; Zucchella et al.,
2007). Dow (2017) notes, however, that the IE
literature has paid only limited attention to this
and has instead continued to focus on entrepre-
neurs and their orientations.

12A razor and blade business model is one where a
product is sold at a loss or at cost, with the sale of a
paired consumable generating the profits.

3porter (1980) argued that firms may opt for a
focus strategy, which may be cost- or differentia-
tion-based, and which may target a segment. A
niche strategy differs from a focus strategy in the
following ways: a niche strategy is based on differ-
entiation, not cost; a niche is typically smaller than
a segment (Dalgic & Leeuw, 1994); a niche seller
has more market power than one implementing a
focus strategy (Merrilees & Tiessen, 1999).

"“This is supported by Dow’s (2017) finding that
the absolute number of customers in the firm'’s
home market has a significantly negative impact on
the probability of a firm being a BG.

'SAtlassian, an Australian BG software seller,
never even rented a booth at a convention. The
only advertising it did in its early days was to give
away free bottles of beer — with an Atlassian label
replacing the original one - at programmer con-
ventions like Java One, and to send T-shirts to
customers of the high-priced version of its software
(Littlewood, 2011).

"®Innovative projects by Interna include the
CitizenM hotel at Schiphol Airport, the BMW Welt
museum in Munich, and the renovation of the
Grand Hotel Villa Feltrinelli on Lake Garda.
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'7As argued above, we can dismiss two other
explanations put forth by IE scholars, namely that
BGs result from improvements in communication
and transportation and that their founders are
characterized by a high international orientation,
global vision, entrepreneurial orientation, and so
forth. It is unclear why communication and trans-
portation improvements have only benefited some
firms, but not others. As we have shown, founder
orientations are measured ex post, thus leading to a
tautological relationship.

'8Working in an MNE may have taught BG
entrepreneurs to deal with people from other
countries (Zucchella et al. 2007).

"®Italian industrial districts are geographical areas
with a concentration of firms specializing in a
particular product.
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