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Abstract

= This article explores the significant challenge of international new ventures —
firms that are international from inception — to existing internationalization pro-
cess theory.

= A growing number of firms are experiencing accelerated internationalization.
The risk-averse and incremental nature of internationalization described by tra-
ditional process theory may inadequately explain this historical change.

Key Results

m The article delineates research questions related to that challenge, explains some
emerging empirical dilemmas, and suggests empirical directions and methods.
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Introduction

Theories explaining the process of firm internationalization are, by their nature,
dynamic and serve as important complements to the static equilibrium-based the-
ories that explain why multinational firms exist (Johanson/Vahlne 1990). Yet, con-
trary to the latter theories, internationalization process theories appear to be more
undermined than undergirded by recent research. Andersen (1993) even ques-
tioned their adequacy as good theories when he criticized their ambiguity on key
issues and missing statements regarding assumptions. Furthermore, while empir-
ical research conducted a number of years ago seemed to support the internation-
alization process theories (Johanson/Vahlne 1990), in recent years, increasing
numbers of studies appear to cast doubt on their applicability (Turnbull 1987, Sul-
livan/Bauerschmidt 1990, Andersen 1993). Two recent multi-nation studies by
the United Nations and the Organisation for Economic Co-operation and Devel-
opment (OECD) have noted that, although most firms still appear to internation-
alize in an incremental way, the speed and complexity of firm internationaliza-
tion is increasing around the world, and a small but increasing number of firms
are international at founding (UNCTAD 1993, OECD 1997). Our work has fo-
cused on this latter group of firms, which we have called international new ven-
tures (INVs) (McDougall/Shane/Oviatt 1994, Oviatt/McDougall 1994, Oviatt/
McDougall 1995). In summary, there is evidence that the traditional view of risk-
averse, incremental firm internationalization may be theoretically and empirically
weak and that changing market conditions may be challenging its relevance.

The purpose of this article is to explore the significant challenge of INVs to
existing internationalization process theory, to delineate research questions re-
lated to that challenge, to explain some emerging empirical dilemmas, and to sug-
gest empirical directions and methods that will answer the questions and resolve
the dilemmas. We believe the products of the research suggested here are very
likely to enrich understanding and theory development about the firm internation-
alization process.

Existing Internationalization Theories

Several stage models of early firm internationalization have appeared (e.g. Bil-
key/Tesar 1977, Reid 1981, Czinkota 1982), and have been rather comprehen-
sively evaluated in at least two studies (Andersen 1993, Leonidou/Katsikeas
1996). These models describe the adoption of exporting by small and medium
sized firms through a number of stages from “uninterested” to “committed in-
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volvement” in exporting. A large group of influences is said to push or pull these
firms from one stage to the next. Because movement from one stage to another
resembles Rogers’ (1962) diffusion of innovation and because the models are quite
similar they have been collectively referred to as innovation models of interna-
tionalization (Andersen 1993), a nomenclature that we also adopt here.

A more general and perhaps more popular description of internationalization
is the Uppsala model. It emerged from the research of a group of scholars at the
University of Uppsala in Sweden (e.g. Johanson/Wiedersheim-Paul 1975, Johan-
son/Vahlne 1977, 1990). It is more general than the innovation models because it
may be applicable to a wider variety of business sizes and foreign activities; that
is, it is not explicitly focused on exporting by small and medium sized businesses.
Perhaps the possibility of such broader applicability has contributed to its popu-
larity.

The Uppsala model portrays internationalization as an incremental process
that depends on the firm’s experiential knowledge of foreign markets. According
to the implications of the model, the perceived high uncertainty of international-
ization causes firms to begin the process with the foreign country “psychically”
closest to them and with only small commitments of resources. With increasing
foreign commercial experience and, therefore, an improved understanding of for-
eign markets, firms venture into countries that are increasingly dissimilar to their
home, and they are willing to make more investments in foreign countries. For
example, Swedish firms would export to Norway and Germany before they would
make direct investments in factories in the United States or Japan.

Despite the intuitive appeal of these models and the existence of empirical re-
search that seems to support them (Johanson/Vahlne 1977, 1990), there is much
concern about their current utility. Andersen (1993) criticized the Uppsala model
on theoretical grounds for, among other things, having no explanation for how the
internationalization process actually begins and for not explaining the mechanism
by which experiential knowledge of a foreign market affects commitment of re-
sources to that market. He criticized the innovation models for containing unob-
servable concepts and for having trivial explanations of the internationalization
process.

Some important empirical results have failed to support these models. For ex-
ample, studies conducted to derive the stages of exporting are largely cross-sec-
tional (e.g. Cavusgil 1984), but such studies cannot be used to support a dynamic
theory of evolution in firm internationalization (Andersen 1993). Moreover, some
empirical studies provide no evidence of an international evolution even where it
would be expected. Turnbull (1987) showed that among firms in some British in-
dustries, combinations of different sales methods were employed. That is, direct
sales by representatives from the home office were often combined with use of
an agent and establishment of a foreign sales office in a single foreign country.
Such a combination is inconsistent with the expectation that firms progress in a
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phased way from the use of the sales method requiring the least resource commit-
ment toward ones requiring more commitment.

Sullivan and Bauerschmidt (1990) found that attitudes of managers about the
risks and incentives to internationalize did not differ according to the number of
foreign markets in which their firms’ operated. Such a result seems to challenge
the Uppsala theory, especially, because its central tenant is that managers’ should
be affected primarily by the amount of their experience in foreign markets. One
explanation that Johanson and Vahlne (1990) appear to accept is that, over time,
knowledge about foreign markets has been distributed across national borders
with increasing efficiency and, therefore, the uncertainty about commercial op-
erations in those markets has diminished.

The Historical Context of Internationalization Theories

If the distribution of knowledge about international business operations has
changed significantly over the most recent decades, perhaps we have failed to suf-
ficiently appreciate the historicism of internationalization process theory. Both
the Uppsala and innovative theories were developed in the 1970s as an attempt to
explain the frequent observation of the time that firms internationalized slowly
and incrementally (Johanson/Vahlne 1977). Yet in the period of more than 20 years
since those developments, many markets are far more internationally integrated,
communication and transportation is cheaper, faster, and better, and international
digital commerce, only a dream then, is now a reality. Today, for example, soft-
ware programs and payments for them are exchanged electronically across na-
tional boundaries with increasing frequency and are unaffected by the usual con-
siderations of internationalization theory.

Studies of the electronics industry indicate that internationalization is rapidly
becoming a requirement for all competitors, even the smallest and newest ones
(Burrill/Almassey 1993). Although recent United Nations and OECD reports in-
dicate that evolutionary internationalization still appears to be the norm around
the world for most small and medium sized enterprises, that evolution is acceler-
ating (UNCTAD 1993, OECD 1997). Furthermore, a small (1 to 2 percent, ac-
cording to the OECD) but growing group of those ventures are global at start-up.

Those INVs have been attracting the attention of both academics and the busi-
ness press in recent years (Gupta 1989, Mamis 1989, Brokaw 1990, Coviello/
Munro 1992, Jolly et al. 1992, The Economist 1993, McDougall/Shane/Oviatt
1994, Oviatt/McDougall 1994, 1995, Bloodgood/Sapienza/Almeida 1996). From
inception, INVs seek competitive advantage by the use of resources and the sale
of outputs in multiple countries (Oviatt/McDougall 1994). The emergence of sig-
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nificant numbers of INVs in the 1990s is a sign that important dimensions of the
internationalization process may have changed since the 1970s, when much of the
currently popular theory was developed.

The Challenge of International New Ventures

We believe that the existence and growth of INVs is the most obvious challenge
to the Uppsala and the innovation models of internationalization. The theories are
said to apply best to the early stages of firm internationalization (Johanson/Vahlne
1990, Andersen 1993). Thus, new ventures would appear to be the most likely
type of firm to begin a path of slow, incremental, risk-averse internationalization,
but INVs certainly do not. Moreover, the roughly simultaneous emergence in var-
ious countries of INVs and the apparent increase in their numbers suggest that
they may not be mere anomalies. Johanson and Vahlne (1990) recognize that such
firms do exist and speculate that INVs are a product of an international network
of firms. However, their analysis is abbreviated and informal, and we believe by
empirically observing the antecedents, associated conditions, and processes of
internationalization among INVs, much may be learned about the limits of exist-
ing internationalization theory and the requirements for improving it.

Current understanding of INVs is, with a few exceptions, based on case stud-
ies. Therefore, few general statements about them can be made with great confi-
dence. Nevertheless, some findings and their implications for internationalization
theory are worth highlighting. INVs appear to require some highly valuable re-
source at the least cost possible (often human resources) wherever in the world
that resource is, to employ a strategy of serving globalizing niche markets with
unique products and services, to be founded by internationally experienced entre-
preneurs with very aggressive growth goals, and to have tightly coordinated
organizational processes (Jolly et al. 1992, McDougall/Shane/Oviatt 1994, Oviatt/
McDougall 1995). Such findings have important implications for theory. Under
such conditions and with such founders, perhaps the inevitability of international
operations is so obvious and the experiential knowledge of foreign markets is suf-
ficiently present among entrepreneurs that the incremental steps emphasized in
traditional internationalization theory are unnecessary or may even be detrimen-
tal to firm performance. That is, in a rapidly changing, internationally integrated
industry, rapid firm action may be required for satisfactory performance or even
for survival.

At least some INVs rely heavily on cross-border alliances to conduct business
(Coviello/Munro 1992). In addition, multinational enterprises of all sizes often
simultaneously employ multiple methods of managing cross-border transactions,
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such as exporting, licensing, and direct investment (UNCTAD 1993, OECD 1997).
These observations undermine the practical relevance of any theory that proposes
a discrete progression of international involvement from indirect exporting to di-
rect investments.

Successful INVs have been shown to make measurable trade-offs among the
risks inherent in the countries entered, the entry modes chosen, and the degree of
foreign market dependence (Shrader 1996). Such behavior may mean, contrary
to the Uppsala and innovation models, that to a significant degree, international
entrepreneurs enact the foreign environments their ventures face rather than pas-
sively accept the risks as exogenous.

All the statements in this section are tentative conclusions or speculative de-
ductions, and are, therefore, in need of confirmation beyond the cases and sam-
ples from which they emerged. Published efforts to integrate our understanding
of INVs into internationalization theory have so far done little more than estab-
lish a reason for their existence (Oviatt/McDougall 1994). Thus, much interest-
ing research remains.

Research Issues

We have conducted enough research to identify some issues that will be impor-
tant in implementing a successful program of research on the internationalization
process of new ventures. The remainder of the article identifies research ques-
tions, specifies empirical problems, and makes suggestions for the resolution of
these issues.

The Prevalence of International New Ventures

As noted earlier, the world is enjoying improved communication, new digital tech-
nologies, and low-cost transportation. Those changes have contributed to increas-
ingly global demand in many markets which forces firms, regardless of age, to
adopt an international perspective (Ohmae 1990, UNCTAD 1993). Such condi-
tions appear to be contributing to the emergence of increasing numbers of INVs
in many countries around the world (Oviatt/McDougall 1994, OECD 1997). Nev-
ertheless, their numbers appear to be small at this time, and it is argued that the
internationalization of most firms remains incremental (OECD 1997). Thus, the
influence of INVs is unmeasured and sometimes discounted (e.g. Dunning 1995).

To have a tangible effect on theory rather than being viewed as an anomaly,
the existence of significant numbers of INVs, rapid growth in their number, or
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both must be shown to be an empirical fact. Thus, the number, size, geographic
distribution, industry representation, and economic impact of INVs must be traced
over time by empirical studies in many different countries.

The research required to establish the prevalence and growth rate of INVs will
encounter two distinctive obstacles. First, we do not believe any national govern-
ment keeps records that would allow researchers to track both the ages of firms
based within its borders and the number of firms by age that are conducting busi-
ness across those borders. Absent the initiation of government funding for such
statistics, the research to count INVs will be done through large-sample surveys,
perhaps beginning with the most comprehensive government or commercial lists
of enterprises and their locations. Since it will be necessary to track INVs in mul-
tiple countries, this effort will likely require a multinational team of researchers,
such as the Society of Associated Researchers of International Entrepreneurship
(SARIE). The SARIE database contains data on entrepreneurship in 15 countries
(McDougall/Oviatt 1997).

The second obstacle is the problem of operational definition. There is a con-
stant debate over what constitutes a satisfactory operational definition of the term
“international” (e.g. Sullivan 1994, 1996, Ramaswamy/Kroeck/Renforth 1996).
Clearly, it is a multidimensional concept, potentially including the amount of sales
revenue derived from foreign countries, which and how many countries are in-
volved, the mode of investment used, organizational structures employed (Welch/
Luostarinen 1988), attitudes of managers (Perlmutter 1969), foreign inputs
(OECD 1997) and other issues. However, few researchers have the resources to
measure many of them simultaneously, and, of course, the dimensions of interest
depend most importantly on the theoretical focus of the research.

In the case of INVs, we believe that the existence of a significant percent of
sales coming from foreign countries is the key defining dimension (Oviatt/McDou-
gall, 1994) because, for a new venture, obtaining significant foreign sales is more
difficult and distinctive than obtaining foreign inputs and because several of the
other international dimensions are associated in some way with the initiation of
foreign sales. While these other dimensions may be of interest for some research
questions, they are not of defining interest for INVs.

Another defining problem is that INVs are said to be international from incep-
tion. Unfortunately, there is no general resolution to the ambiguity concerning the
point at which a venture is considered formed (Katz/Gartner 1988, Vesper 1990,
Reynolds/Miller 1992). Perhaps it is when the first serious planning for the busi-
ness occurs, or when it is declared open for business, or the point when revenue is
first earned. Again, alternative research questions will rightfully dictate different
assumptions, but to have replicable research, one should be able to point to some
observable resource commitments that signify inception (Oviatt/McDougall 1994).

In addition to the problem of establishing when business formation has oc-
curred, INVs, by theoretic definition, must also be international at inception. That
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is a strict research criterion. Scholars are rarely present to observe inception, and
many of them will be reluctant to trust the memories of founders about whether
internationalization was a significant consideration at inception. One solution is
to operationally define an INV as a firm that makes observable foreign commit-
ments (e.g., sales efforts, investments) within a conventionally accepted short pe-
riod after formation. Researchers have deemed a venture to be new if it is eight
years old or less (e.g. Biggadike 1979, Miller/Camp 1985, McDougall et al. 1994),
seven years or less (Jolly et al. 1992), and six years or less (Kunkel 1991, Brush
1992, The State of Small Business 1992, Robinson 1995, Shrader 1996). While
the selection of any particular period is somewhat arbitrary, the first six years
appear to be a crucial period in which firm survival is determined for the major-
ity of companies (The State of Small Business 1989), and if internationalization
occurs during that period it is likely to have occurred during the venture’s forma-
tive stage. The six-year convention has the added value that many recent studies
appear to have adopted that standard, and its continued use will enhance our abil-
ity to make comparisons among the results of different studies.

The Role of International New Ventures

Dunning (1995) acknowledges the increasing participation of small and new firms
in the recently globalizing economy. He suggests that this change is occurring pri-
marily because large multinational enterprises (MNEs) are divesting themselves
of activities that were previously integrated into their managerial hierarchies and
replacing those hierarchical relationships with keiretsu-style alliances in which
small firms are quite dependent on a single large MNE. Existing research sug-
gests that such alliances do, indeed, exist among the INVs studied, but it is not
clear that they are the predominant explanation for the formation of INVs (McDou-
gall/Shane/Oviatt 1994, Shrader 1996). Thus, in addition to their prevalence, the
economic and social role that INVs play must be understood in order to have bet-
ter informed theories of internationalization.

If the situation is largely as Dunning (1995) describes it, then the entrepreneu-
rial act of starting a new firm actually resides within the already internationally ex-
perienced MNE. Such INVs would be rather dependent new ventures. However, a
significant number of the INVs that have been studied so far show no evidence of
being part of a keiretsu-like structure, but instead are rather independent new ven-
tures (McDougall/Shane/Oviatt 1994, Shrader 1996). For example, Technomed
International, a manufacturer and marketer of medical equipment based in Lyon,
France, opened for business in 1985 with foreign offices in Italy, Japan, Germany,
and the United States. It did not appear to be dependent on any single established
enterprise and it competed against some large MNEs, but by its second fiscal year
of existence Technomed was profitable (Mamis 1989, Oviatt/McDougall 1995).

92 mir vol. 37 - Special Issue - 1997/2

This content downloaded from 131.217.6.8 on Tue, 28 Apr 2015 19:27:33 UTC
All use subject to JSTOR Terms and Conditions



http://www.jstor.org/page/info/about/policies/terms.jsp

Challenges for Internationalization Process Theory

Dunning (1995) and Johanson and Vahlne (1990) also acknowledge that some
entrepreneurial start-ups may be located in subnational geographic clusters or net-
works that enable economies and internationalization for all participants. Perhaps
the most well known examples are Silicon Valley in California and the industrial
districts of northern Italy. INVs participating in them might be accurately de-
scribed as interdependent.

Even if the large-sample surveys of INVs, mentioned in the previous section,
establish INVs as pervasive, we must learn whether they are truly independent
new ventures, primarily dependent on large MNEs, or interdependent members
of a network of small and new ventures. Understanding those economic roles will
enrich internationalization theory and our understanding of INVs, and it will en-
able us to provide informed advice to entrepreneurs and policy makers.

Case studies of independent, dependent, and interdependent INVs will aid in
understanding the detailed processes, relationships, and cultures involved in each
of these roles. However, it is also hoped that the large-sample surveys of INVs
discussed in the previous section would also include specific questions about the
number, size, and location of competitors, buyers, suppliers and owners. Such in-
formation would reveal the degree to which INVs are dependent on large MNEs
and networks of small firms for survival.

International Business Experience

The literature on the innovation model of the internationalization process is not
specific about what motivates a change in commitment to foreign markets, and
the empirical literature associated with that model often tests a host of potential
influences, including managers’ international experience (Leonidou/Katsikeas
1996). In the Uppsala internationalization model, the primary influence that re-
duces uncertainty and propels firms to increase their commitments to foreign mar-
kets is tacit commercial experience in those markets (Johanson/Vahlne 1977,
1990). The authors of the model are not specific, however, about whose experi-
ence they mean. They refer quite generally to “knowledge ... vested in the deci-
sion making system” (Johanson/Vahlne 1977, p. 26), which could mean the firm
as a whole, a subunit, or an ad hoc group, but they do not consider the individual.
It is clear from their references to the organization decision literature (i.e. Cyert/
March 1963) that they believe the collection of international business experience
present in an organization influences and is embedded in organizational routines
and that the decision making process resulting in a change of commitment to a
foreign market is a thoroughly political one. Thus, in some firms, layers of man-
agers and standard operating procedures may deflect top managers’ intentions.
Although the survival of new ventures through their formative years depends
on their developing some effective and efficient organizational routines, they are
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not likely to be as elaborate and institutionalized as the standard procedures in
long-established firms. In fact, one of the important competitive advantages that
small and new ventures have over large, established firms in foreign markets are
their flexible operating procedures (OECD 1997). Often the chief executive, prin-
cipal owner, or founder of a new venture will meet personally with potential cus-
tomers in new markets. A chief executive has sufficient understanding of the busi-
ness and the authority to make adjustments to common organizational practices
on the spot. Thus, the foreign market commitments of INVs are less likely to be
determined by organizational routines and internal politics than in established
firms.

We conclude, therefore, that the international business experiences most likely
to influence the international commitment decisions of an INV are those of its top
managers. That may be operationalized in empirical research by identifying the
founders or the members of the top management coalition and summing or cal-
culating the mean years of international business experience among those man-
agers. The top management coalition may be identified in small samples by ask-
ing the managers with the most prestigious titles who is responsible for most of
the strategic decisions. In larger samples, the researcher may be forced to choose
some arbitrary small number of founders and top officers. In publicly held INVs,
the top officers may be identified by the annual report or by other documents.

Industry Influences on Internationalization

Johanson and Vahlne (1990) admit that the Uppsala model’s focus on tacit knowl-
edge of foreign markets provides only a partial explanation of the firm interna-
tionalization process. They admit that many relevant influences are deliberately
excluded because they want to highlight an influence that they believe still re-
mains largely unnoticed. Nonetheless, Andersen (1993) criticizes their depen-
dence on a single influence as an insufficient theory. In addition, however, he crit-
icizes the innovation models for not being specific about which of a large group
of potential influences are most important. We agree with these criticisms of tra-
ditional internationalization theory. We believe that the recent acceleration of firm
internationalization and the emergence of INVs around the world (UNCTAD 1993,
OECD 1997) is evidence that a new combination of forces is affecting the pro-
cess. In the late 1990s, researchers would be wise to search neither for a single
pervasive influence nor for a plethora of possibilities, but rather for some small
number of critical forces that largely determine the process of a firm’s interna-
tionalization.

The fact that accelerated internationalization now seems to be a worldwide
phenomenon suggests that much about the internationalization process is systemic
rather than unique to a firm. Broad and largely exogenous technological and so-
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cial changes have tended to internationalize competition in many industries, and
an industry’s internationalization increases the pressure on all firms within it to
move into foreign markets (Ohmae 1990, Porter 1990). Thus, industry forces may
be especially potent influences on firm internationalization. Indeed, it appears that
many INVs are in high technology industries where opportunities for international
trade and investment may be most obvious (UNCTAD 1993, McDougall/Shane/
Oviatt 1994).

Interviews with entrepreneurs indicate that if a large number of a venture’s
customers are international or if foreign competitors are entering a previously
domestic venture’s territory, the venture’s managers are more likely to consider
entry into foreign markets (Oviatt/McDougall 1995). In such cases, the fear of
losing customers to competitors may overcome any uncertainty created by pos-
sibly inadequate foreign business experience, an uncertainty which is emphasized
by Johanson and Vahlne (1977, 1990).

Therefore, we believe that firm internationalization process theory and our
understanding of INVs may be significantly enriched by incorporating the influ-
ence of changes in industry internationalization on the firm. Neither the Uppsala
nor the innovation models highlight such considerations. One way of operation-
alizing the concept is the amount of inter- and intra-firm foreign trade that occurs
within the industries in which a firm competes (Kobrin 1991).

Managing International Risks

Concern about foreign market risk is the central inhibiting factor affecting the inter-
nationalization process of organizations, according to traditional management the-
ories of internationalization. The Uppsala theory, of course, emphasizes that tacit
knowledge about foreign markets will relieve the concern. We have argued above
that, especially in recent years, an increase in the level of industry international-
ization may even overcome venture managers’ inexperience in foreign markets.
But in addition to tacit knowledge and industry affects there is evidence of yet
another important influence on the risks of internationalization, and that is firm
strategy.

Shrader (1996) has shown that the level of international risk can be managed.
High performing INVs managed international risks by balancing the threats to
which they were exposed. The percentage of revenue derived from a foreign
country was measurably traded off against the riskiness of the country’s politi-
cal economy, and the mode of entry used. That is, if a high-risk country were en-
tered, the venture would use a low risk entry mode, such as exporting, and would
not depend on the country for a large portion of its total revenue. Thus, there is
evidence that a well chosen strategy can lower the uncertainties of international-
izing.
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Additional questions about risk and uncertainty have emerged from that re-
search. How are the risks of internationalization perceived by the strategic man-
agers of different ventures? Do the managers of poorly performing ventures per-
ceive international risks in a different way than the managers of the ventures that
Shrader (1996) studied, which were quite successful and very internationally com-
mitted. Are the risks of internationalization positively associated with the finan-
cial returns from internationalizing, as would be expected from economic theory,
or does the ability to manage international risk mean that such risks and returns
have no direct association? Research aimed at answering such questions would add
to our understanding of INVs and of the internationalization process.

Accelerated Internationalization

The focus of this article is on understanding one extreme type of firm, the INV,
in order to improve internationalization process theory. However, the accelera-
tion of the internationalization process in firms worldwide appears to be a more
pervasive phenomenon than INVs (OECD 1997), and the acceleration process
itself is deserving of study (Leonidou/Katsikeas 1996, Oesterle 1996). The de-
creasing age at which most firms seem to sell outputs in foreign markets may be
explained by the influences highlighted already: increasing cultural homogene-
ity, industry forces, firm strategy, and the foreign market experience of entrepren-
eurs. If entrepreneurs generally have more foreign market experience than in ear-
lier periods of history, as some scholars believe (Hedlund/Kverneland 1985), and
if increased experience is the predominant explanation of accelerated moves into
foreign markets, then the Uppsala model is reinforced. If the basis for explana-
tion is otherwise, the need for new formulations of international process theory
is reinforced.

Inward and Outward Internationalization of Value Chain Activities

We noted earlier that internationalization is a multidimensional concept. Thus, ac-
celerated internationalization may occur along multiple dimensions. The over-
whelming majority of research on the internationalization process has focused on
the internationalization of outputs, or sales, most frequently operationalized as
the percentage of foreign-to-total firm sales (Sullivan 1994). But, of course, the
internationalization of each of the various organizational inputs and outputs is
very likely to begin at different points in the history of a firm and to progress or
even digress at different speeds.

Thus, a comprehensive understanding of the internationalization process may
be enhanced by viewing a venture as a value chain of distinct input and output ac-
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tivities (Porter 1985). For example, a firm’s component procurement and manu-
facturing operations may take place in foreign countries long before sales. More-
over, the internationalization of one activity may be linked to another. Indeed, as
entrepreneurs gain exposure to foreign markets via the “inward” internationaliza-
tion of value chain activities, such as outsourcing and technology transfer, the way
is prepared for “outward” internationalization (Welch/Luostarinen 1993). That is
one way a venture’s early foreign sales may be encouraged and the geographic
location of those sales determined. While study of the internationalization of dis-
tinct value chain activities holds promise for improving our understanding of the
process of internationalization, little empirical knowledge has yet been developed
about these issues, especially with regard to new and small ventures.

Conclusions

This article has highlighted recent challenges to traditional internationalization
theories, especially focusing on the apparently increased significance of interna-
tional new ventures and, more generally, the accelerated speed of international-
ization. While the traditional Uppsala and innovation theories have historical rel-
evance, recent technological, economic, and social conditions appear to have
changed in ways that point to new research questions and perhaps alternative ex-
planations for the internationalization process of firms as we approach and enter
the new millennium.
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