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ABSTRACT

Recent studies are trying to adapt the explanation of the internationalisation process to new
environmental conditions. By using cluster analysis and logit regressions in a sample of 271
Spanish export firms, this paper offers evidence of the existence of a group of firms that use a
speed-up internationalisation process.

The results obtained support the claim that substantial differences do exist between Fast and
Gradual Internationalising firms. The firms included in the more international active group are
characterised by: (1) a proactive attitude on the part of managers with regard to
internationalisation activities, (b) a strategy based on marketing differentiation advantages and (c)
strong relationships with clients and suppliers, which encourage or facilitate their international
activities.

These results may favour reflection upon what are the most important factors for achieving an
active, international strategy and how to respond to these demands. From a politics perspective
our research suggests several ways to stimulate the acceleration of the internationalisation
process. Politicians must realise the importance of looking for ways of improving the promotion
of business networks. The stimulation of relationships between firms will reduce the uncertainty
associated with the risks of foreign operations and increase the international competitiveness of
firms. Moreover, they should provide incentives for business leaders to adopt an increasingly
positive attitude to the international market. Tax benefits and other incentives could be provided

to increase the international work experience of managers and employees.
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1. Introduction

The study of the internationalisation process of firms has traditionally centred on the
sequential approach proposed by the Scandinavian school (Johanson and Wiedersheim-Paul,
1975; Johanson and Vahlne, 1977; 1990). The basic thesis behind this line of research is that
firms have usually tended to become international in a slow and incremental manner. As the
perceived risk of international operations decreases, with the accumulation of experience, the
firm will commit a greater volume of resources abroad. Therefore the process of
internationalisation will develop through a series of evolutionary stages clearly marked out by the
passage of time. Subsequent research (Luostarinen, 1979; Swedenborg, 1982; Juul and Walters,
1987) revealed a higher degree of consistency, at least during the 1970s, with this gradual model
of internationalisation, guided by the accumulation of knowledge on foreign markets.

However, several studies have emerged which either theoretically (Andersen, 1993;
Casson, 1993; Cavusgil, 1994; Madsen and Servais, 1997), or empirically (Hedlund and
Kverneland, 1985; Turnbull, 1987; Buckley and Chapman, 1997; Petersen and Pedersen, 1999)
try to adjust the explanation of the internationalisation process to the new conditions of the
present environment: greater international integration between markets, a reduction of the cost of
international travel and communication enhancing the firm’s ability to coordinate cross-border
activities, and more widely available international managerial experience.

These researchers criticized the sequential approach as being too eclectic and mechanical,
because a predictable, linear pattern of simple, orderly or progressive international development
may not always occur due to intra- and inter firm variability in resource endowments, market
opportunities and managerial capabilities. Thus, firms may skip stages of international

development that have been observed in the past, or internationalisation may not occur in stages



at all.

In this sense, the explanation of the recent and increasing phenomenon of “Born Globals /
International New Ventures (INVs)”! challenges the traditional rationale of the
internationalisation process. These firms follow an internationalisation process much faster than
expected according to the Scandinavian Theory and constitute an economic phenomenon that can
help us to explain why some firms achieve an international dimension much faster than others.

The aim of this study is to analyse this debate in the case of exporting firms from a late
investor country. On the basis of a sample of 271 firms, we answer the following questions: Can
these different patterns of fast (Fast Internationalising Firms) and gradual process of
internationalisation (Gradual Internationalising Firms) be observed in a late investor country?
More specifically, in such an environment, what factors determine the adoption of a more
accelerated model of internationalisation?

Therefore, this study improves knowledge on the process of internationalisation in firms
based in countries other than the most developed. In light of the growing significance of
investments from newly liberalised countries, there is a need to learn more about the strategies
and experiences of these new investors (Campa and Guillén, 1999). Singapore, Hong Kong,
Republic of Korea, Ireland, Austria, New Zealand, Italy and Spain belong to the fourth stage of
the Investment Development Path (Dunning and Narula, 1996). These countries can be referred to
as “late investors” because, as a consequence of fewer endowments of created assets, they show a
lower level of FDI in comparison with the level achieved by countries in the fifth stage of

development (among others UK, US, France, Denmark).

! Born Globals or International New Ventures are firms which are becoming international from (or almost from)
inception (McDougall, Shane and Oviatt, 1994; Oviatt and McDougall, 1994, 1995, 1997; Madsen and Servais,
1997; Knight and Cavusgil, 1996; Moen, 2002)



In this context, Spain has traditionally been a net recipient of foreign direct investment
and has undertaken relatively little overseas investment. However, since joining the European
Union, the situation has undergone changes. There is an increased awareness of foreign
investment opportunities, and FDI has increased sharply. Data shows that while annual average
of outward FDI flows in the decade 1985-1995 was 2312 million dollars, this average reached
43284 millions in the years 1999-2001 (UNCTAD, 2002). Hence, our study specifically
compares empirical evidence from Spain with other empirical studies in order to analyse whether
the process of internationalisation by Spanish firms follows the same pattern as that of firms from
other countries that are more active in the international arena.

The analysis of these issues will enrich the knowledge of the internationalisation process
of the firm, one of the challenges that researchers into International Business Management must
face in the “era of globalisation” (Oviatt and McDougall, 1997). In fact, with the start of the new
millennium, the number of young firms experiencing rapid internationalisation seems to be
increasing and, therefore, a better understanding of this process would appear to be important for
both researchers and practitioners (Shrader, Oviatt and McDougall, 2000).

This paper will deal with the following issues: the second section focuses on the
differences between traditional explanations of the process of internationalisation and new ones,
including the methodological problem of measuring the acceleration of the internationalisation
process and section three reviews the factors that influence the speed of the internationalisation
process and develops the hypotheses. Methodology and statistical analysis will then be explained,

while the last two sections offer a discussion of the results and the main conclusions reached.



2. The process of internationalisation: sequential versus accelerated

Basically two reasonably similar lines of research have emerged in Europe and the US to
explain the process of internationalisation.

The Uppsala internationalisation model proposes a framework based on the
organisational form adopted by the firm abroad. Therefore, this model focuses its efforts on
looking at international market entry and does not deal with all issues concerning
internationalisation. This approach distinguishes three stages in exporting (indirect exports,
exporting through independent agents, and exporting through sales subsidiaries) and a stage in
which the firm even manufactures abroad (Johanson and Wiedersheim-Paul, 1975; Luostarinen,
1979). These authors highlight the critical role of the acquisition of information on foreign
markets for the firm to progress through the sequence described. The Upssala model
complements Aharoni (1966) and Newbould et. al. (1978). That is, the firm is ultimately
expected to move from purely domestic operations to establishing host country production, based
on a process of managerial learning.

The second line of research: the innovation-related export development model considers
the internationalisation of a firm to be a process analogous to the stages of product adoption
(Rogers, 1962). Based on Vernon’s (1966) product life cycle mode, the innovation-related
models of internationalisation consider each subsequent stage as an innovation for the firm (a
new way of doing business) (Bilkey and Tesar, 1977, Cavusgil, 1984; Czinkota, 1982).
Therefore, these studies attempted to reveal differences among exporting firms at varying levels
of internationalisation. The basic underlying idea is that firms can be classified according to their
attitude towards exporting: firms that do not export; passive or initial exporters; and active or

advanced exporters. The active exporter represents the final stage that a firm can reach. It implies



seeking opportunities in most markets, and usually the use of complementary forms of
international development such as sales and/or production subsidiaries, contract agreements,
licences, etc. Membership of one of the groups is determined fundamentally by certain
managerial attitudes towards internationalisation and by factors inherent in the firm itself.

Although both models highlight the fact that the internationalisation process is highly
dynamic and time-dependent, both, paradoxically, present it as a static process. These models fail
because they conceive each stage as a continuum of episodes with certain parameters (type of
markets, number of markets, modes of entry, etc.) open to change (Leonidou and Katsikeas,
1996). Furthermore, they do not explain why or how movement from one stage to another takes
place (Andersen, 1993), nor the speed of movement at each stage (Young, 1987).

Recently, one of the clearest examples that reveal some of the limitations of earlier
models is the emergence of Born Globals/ INVs. Several studies (Ganistky, 1989; McDougall et.
al., 1994; Oviatt and McDougall, 1995; Bell, 1995; Moen, 2002) show the existence of firms that
do not increase their degree of internationalisation by following the sequential model proposed
by earlier theories. While traditional perspectives assume that firms increase their degree of
internationalisation long after they have been established, it can be observed that some firms
reach the stage of active exporters in a very short period of time, without passing through the
previous stages. Oviatt and McDougall (1994: 49) define this type of firm as "a business
organisation that, from inception, seeks to derive significant competitive advantage from the use
of resources and the sale of outputs in multiple countries”. Similarly, Knight and Cavusgil (1996:
12) conceptualise born global firms as being “companies that operate in international markets
from the earliest days of their establishment”.

However, while the underlying notion of the phenomenon of Born Globals/ INVs seems



to be highly consistent and widely accepted in the literature, there are discrepancies among the
different studies, especially in relation to the operationalisation of the definition. A major area of
controversy is found in terms of the specific time lapse between the moment when the firm
obtains its first international sales and the moment when it becomes established on the
international market (speed). Oviatt and McDougall (1997) consider that the key variable is the
existence of a high percentage of sales (extent) from abroad during a short period after the firm's
foundation. This short period in the oldest studies is about eight years, whereas in the more recent
ones this figure falls to six years or even less.

Although these two dimensions (speed and extent) already provide the researcher with a
measurement of the degree of internationalisation, some studies suggest the use of measures that
incorporate greater multidimensionality. For example, the geographical scope of sales also
contributes some information to the character of the firm's international strategy (Turnbull, 1987;
Haverston, Kedia and Davis, 2000). Cases can be found of firms that export a high volume of
goods but to only one market, which would be contrary to the nature of the definition of an
INV/Born Global.

This theoretical concept is essentially complex and multidimensional. Here, we would just
claim that any effort in its operationalisation should be multidimensional; it should include
measures indicating at least three dimensions: speed, extent and scope. As we have seen, these
dimensions reveal different facets of the process of internationalisation. Extent would imply the
dependence of the firm on international revenues, speed signifies the rate at which the firm enters
new markets and scope could be the number of new markets that a firm has entered. This
composite index, as each variable reflects different dimensions of the commitment to foreign

markets, could provide a good indicator of the degree of internationalisation of the firm and,



therefore of the fast or gradual process of internationalisation.
3. Drivers of the acceleration of the internationalisation process

The aim of this section is to identify some key factors as drivers of the acceleration of the
internationalisation process and to predict the way in which they can achieve this. An area open
to a certain degree of empirical controversy and debate among researchers is related to the
considerable variety and disparity of results usually found in terms of those factors that mainly
characterise the acceleration of the process of internationalisation. As most of the empirical
research seems to be highly context-specific, almost every author in this field has aimed at
elaborating their own list of such key factors (Rialp, et al., 2005).

For example, in the study by Moen (2002) on the characteristics that distinguish Born
Global firms form the firms not classified as Born Globals, the author considers the differences
related to the characteristics and the competences of the firms, their strategy and the environment
in which they operate. Madsen and Servais (1997) discuss the factors giving rise to Born Globals
and highlight the role of environmental factors (such as the development of information and
production technology; or the reduction of trade barriers), strategic factors (increased importance
of niche marketing) and renewed managerial orientation (because of the increasing number of
students with international experience).

Along the same lines, from the entrepreneurial line of research, some authors have also
considered the characteristics and conditions that can encourage a faster internationalisation
process. For example, Vida (2000) points out that the forces behind the internationalisation
process (in the retail industry) are related to firms competences and characteristics (retail-specific
advantages and dimensional factors), and to international market orientation and their strategic

management teams.



Moreover, relationships with other business factors have been pointed out as a crucial
ingredient of every organisation’s business life (Granovetter, 1985; Uzzi, 1996, 1997). In recent
years, a new line of research has focused on the impact of firms’ reliance on networks over
entrepreneurial actions and different aspects of business performance, such as sales growth (Lee
et al., 2001), innovation (Ahuja, 2000); or different issues of corporative multinational
performance (Andersson et al. 1996; Forsgen et al., 2000; Andersson, Forsgen and Holm, 2002),
among others. Network reliance can be looked upon as a strategic resource influencing the firm’s
future capabilities (Andersson, Forsgen and Holm, 2002). So, through providing access to new
experiences, resources and knowledge, networks can have a leverage effect on firms' ability to
penetrate international markets (Welch, Welch and Wilkinson, 1998).

So, even though there is not a sufficient consensus with regard to the factors explaining
the speed of the internationalisation process, some issues that have been pointed out as the
potentially main drivers of an accelerated internationalisation process can be classified as: (1)
internal factors, (2) strategic factors and (3) external factors (Zahra and George, 2002; Rialp,
2005).

Thus, our theoretical framework will focus on these three issues, bringing together the
most classical studies on the development of exports and the internationalisation process (Bilkey
and Tesar, 1977; Cavusgil and Zou, 1994), the literature on strategic management (Porter, 1986;
Prahalad and Doz, 1987; Barney, 1991), and the new issues that have been recently proposed by
the network literature (Andersson et al. 2002; Granovetter, 1985; Uzzi, 1996, 1997) and on

entrepreneurship research (Bloodgood, et al., 1986; Haverston, Kedia and Davis, 2000).
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1. Internal factors: The management team's attitude to internationalisation

The key role played by the attitude of managers in relation to international strategy has
been widely recognised and emphasised in the literature (McAuley, 1999; Knight, 2000; 2001;
Moen, 2002; Dess et. al., 2003). Some firms become involved in international activities because
they have been pressured by a foreign agent; though they do not truly consider
internationalisation as an objective. However, there are a number of firms who are deliberately
motivated towards international markets. In this last group of firms, expectations, beliefs and
positive attitudes to foreign markets on the part of decision-makers will favour the firm's process
of consolidation abroad. Internationalisation demands an active, committed, and entrepreneurial
management. This entrepreneurial orientation emphasises risk-taking, innovation and
proactiveness in international expansion (Knight, 2001). The proactive firm pursues opportunities
boldly and aggressively. They have preference for high-risk projects such as internationalisation
and they attempt to be first in developing new markets (Covin and Slevin, 1991; Dess et. al.,
2003). To these exporters, active and entrepreneurial exporting has an important role to play in
the firm’s growth (Piercy, 1981).

Proactiveness is the opposite of reactiveness. Reactive export orientation implies the
unplanned or defensive adoption of an international strategy, and will therefore have a less visible
effect on the international consolidation of the firm. The reactive exporter sells overseas to
dispose of surplus capacity or simply in response to unsolicited orders (Piercy, 1981). From these
arguments, it seems logical to expect that firms with different export aspirations will adopt a
different internationalisation process. Therefore, firms with higher international entrepreneurial
orientation can be expected to pursue more new opportunities in foreign markets than firms with

a reactive orientation. Thus, the following hypotheses are offered:
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Hypothesis 1la. A proactive attitude on the part of the management team, in relation to
international strategy, will increase the likelihood of adopting an accelerated
internationalisation process

Hypothesis 1b. A reactive attitude on the part the management team, in relation to
international strategy, will increase the likelihood of adopting a more gradual
internationalisation process

Another factor usually associated with the acceleration of the internationalisation process
is the transmission by the management team of a global strategic vision (Oviatt and McDougall,
1995). Conceptually, Prahalad and Doz (1987) and Porter (1986) argued that a global strategy
requires the international activities of the firm to be integrated through coordination in order to
develop a sustained advantage in response to cross-national competitive forces. The management
team, far from thinking of a strategy centred on a particular country or culture, attempts to
communicate to the whole organisation the idea that the strategy is oriented towards competing
on a worldwide basis, and therefore most markets are considered similar. The product/service is
designed so that it can be offered practically unmodified to the largest market segments in a large
number of countries, the operating process is mechanised and the prices are established in
accordance with expectations of a rapid growth of sales. Firms attempt to develop competitive
positions in countries that can provide an overall global synergy to the company, whether it is
through labour, market affluence, or abundant natural resources. Hence, global integration could
play an integral role in how companies allocate their resources in terms of their
internationalisation process. As the firm's competitive position in a country is affected largely by
its competitive position in other countries, and vice-versa; the firm therefore aims to exploit its

competitive advantage in most countries as rapidly as possible (Hout, Porter and Rudden, 1982).
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In accordance with this argument:
Hypothesis 2. The transmission of a global strategic vision will increase the likelihood of

adopting an accelerated internationalisation process.

2. Strategic factors: possession of competitive advantages

According to monopolistic advantage theory, firms can overcome some international risks
if they have a particular competitive advantage that differentiates them from indigenous
competitors.

The conceptual work by Porter (1986) suggests two basic dimensions along which firms
can achieve competitive advantages: the cost dimension and the differentiation dimension. The
former is based on the achievement of lower relative cost and the latter on the provision of
superior customer value.

Preferential access to raw materials, proprietary technology, and economies of scale and
scope represent sources of cost advantage. These advantages have been used by traditional
multinational corporations in the past. INV, however, are handicapped by both their inexperience
and, usually, their small size (Oviatt and McDougall, 1995). Therefore, young firms have
traditionally been advised to pursue differentiation as a means of competing against larger,
established firms.

This differentiation strategy requires firms to create something, either a product or a
service, which is recognized industrywide as being unique. According to Porter (1986), this
strategy emphasizes strong marketing abilities, creative, well-designed products, a reputation for
quality, a good corporate image, and strong cooperation from marketing channels. However, a

number of strategy researchers have argued that Porter’s concept of differentiation advantage is
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too broad to be used as a composite construct (Miller, 1986; 1988; Minztberg, 1988; Kotha, S
and Vadlamani, B; 1995). Therefore, following the ideas of Miller (1986), we treat differentiation
as comprising two dimensions. The first, based on the use of marketing techniques to achieve
perceptual differentiation, is labelled marketing differentiation. This dimension refers to carving
out a psychological niche in the minds of buyers, often through advertising. The second, based on
product innovation, is labelled technological differentiation. In contrast, technological
differentiation requires the enhancement of products, features and design configurations through
R&D and product development. In terms of Mintzberg (1988:20) “offering something that is
truly different, that breaks away from the domain design, to provide unique features”2. These two
dimensions of differentiation advantages have been used in the literature on INV by Knight
(2000; 2001), Moen (2002), Knight, Madsen and Servais (2004), among others.

A priori, these competitive advantages should permit organisations with more constrained
resources, such as INV, to enter the international arena. These competitive firms are expected to
be more likely to try to use their differentiation advantages to build a position in international
markets. Moreover, the short period of time employed in exploiting these advantages in many
countries allows a certain additional advantage over competitors or possible imitators

Knight, Madsen and Servais (2004) pointed out that marketing differentiation was a
particularly key factor of international success in INV. The results presented by Knight (1997)
supported the relevance of both marketing and technological based differentiation, and placed a
clearly higher focus on both types of differentiation in especially high performing INV rather

than on traditional exporters. Bloodgood et. al., (1996) has found that new ventures overcome the

2 The literature offers examples of the two differentiation strategies. Miles and Snow’s (1978) prospectors and Miller
and Friesen’s (1984) S1B adaptive firms and S5 innovators pursue strategies of innovative differentiation. Miller and
Friesen’s (1984) S1A adaptive firms and S3 mature giants pursue strategies of marketing differentiation (Miller,
1988).
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disadvantage of small size through the use of a unique, core technology. Rennie (1993) found as
well that firms with high levels of foreign exports often offered leading edge technology. Along
the same lines, Eriksson et al. (1997) showed that high tech firms with a high level of
technological intensity had lower perceived costs of international expansion than high tech firms
with lower levels. In the same vein, Autio et. al. (2000) validated that the earlier in its existence
that an innovative firm manages to become internationalised, the faster it is likely to grow, both
overall and in foreign markets

Hence:

Hypothesis 3a. Marketing Differentiation Advantages will increase the likelihood of

adopting an accelerated internationalisation process.

Hypothesis 3b. Technological Differentiation Advantages will increase the likelihood of

adopting an accelerated internationalisation process.

3. External factors: networks

The number of relationships that a firm establishes, not only with their suppliers and
customers, but also with competitors and a whole series of institutions, such as governments,
universities or financial institutions, will condition their strategies. On occasions, these
relationships also extend indirectly to their suppliers' suppliers, their customers' clients, etc. In
general, this web of commercial, informative and social relationships which directly or indirectly
connects the different members of an industrial system defines what we understand by a network
(Johanson and Mattsson, 1988, Johanson and Vahine, 1990; D'Cruz and Rugman, 1992).

The relations established with the other members of the network allow access to new
experiences, resources and knowledge which could not have been obtained by acting in isolation.

These factors can have a leverage effect on the firm’s ability to penetrate international markets

15



(Welch, Welch and Wilkinson, 1998). Therefore, in those firms that undertake an accelerated
internationalisation process, any relationships that the entrepreneurs/managers may have
established with the members of the network will mitigate the unfavourable effect of the lack of
international experience. In this sense:
Hypothesis 4. The intensity of the ““network™ of relationships established with customers,
competitors, suppliers and institutions will increase the likelihood of adopting an

accelerated internationalisation process.

4. Control variables: technological intensity of sector and size

The nature of the sector and the size of the firm have also traditionally been considered as
factors that could influence the acceleration of the internationalisation process.

On the one hand, the appearance of firms that developed a fast internationalisation process
(Born Globals/ INVs) was initially associated with technologically-intensive sectors such as
computers, medical equipment, optics or mobile telephones (Oviatt and McDougall, 1995, Bell,
1985). However, the most recent evidence shows that this phenomenon is emerging in a wider
range of industries, regardless of their technological intensity. Moreover, the influence of the
nature of the sector is likely to vary according to national characteristics. For example, the study
by Madsen and Servais (1997) was largely conducted in Denmark, a country with a small
national market. Accordingly, a much higher proportion of firms in general are necessarily
engaged in international business than is found in bigger markets. On the other hand, research in
the USA suggests that Born Globals/ INVs are most commonly found among the high technology
sectors. Therefore, the technological intensity of the sector does seem to influence the likelihood

of speeding up the process of internationalisation.
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Moreover, some studies have suggested that limits on the availability of financial and
managerial resources force small-sized firms to operate through strategies based on the
minimization of risk and commitment. This embeddedness could have some influence over the
speed of the internationalisation process. However, if large size were a requirement for
multinationality, Born Globals/ INVs would seldom form because they are almost always small
organisations (Oviatt and McDougall, 1994). Thus, despite the fact that size is the main, firm-
specific variable that has explained multinationality, large multinational size may be both a cause

and an effect of international competitive advantage.

4. Methodology and statistical analysis

Sample and data collection

Data was collected by targeting Spanish exporters whose volume of sales for 1996
included at least 25% of exports®. In this way we eliminated those firms that had isolated
activities abroad.

The sampling plan and method involved a stratified random sample of companies based on the
share of each industry in the Spanish Economy.

Given the focus of this study, the key informants were those in the MNC that had
appropriate knowledge on the research issues and that were both willing and able to provide
information by answering the questionnaires. In most cases, the relevant person was the
managing director or the company owner.

We sent 1,500 questionnaires. Three months after the initial mailing, a reminder letter and 500

guestionnaires were sent to the non-respondents. Overall, 274 responses were received to the mail

3 Firms are 100% Spanish-owned. Spanish firms are quite ethnocentric and therefore, in this sample, top
management teams are Spanish in 95% of cases.
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survey (13.7%). Of these, 4 were unusable, leaving 271 (13.5%) valid responses for evaluation.
The effective response rate is well within the range expected for similar samples used in Spain
(Entrialgo, 2002; Garcia-Canal, VValdés and Arifio, 2003). The final sample was spread across the
following industry groups, which represents every kind of commercial activities in accordance
with the structure of the Spanish Economy: food and kindred products (25), textile mill products,
apparel and other textile products (35), lumber, wood products, furniture and fixtures (27),
publishing (11), chemicals (11), rubber and plastic products (15), leather (15), stone and glass
products (23), metal products (19), measurement and optical equipment (15), electronic
equipment (21), transportation equipment (15), machinery (29), wholesalers (10).

Questionnaires were analysed using the time trend procedure proposed by Armstrong and
Overton (1977). Analysis indicated no significant differences in the variables of interest between
late and early respondents. Additionally, responding firms were compared to a random sample of
30 non-respondents regarding size, percentage of exports and the year they were founded. No
significant differences were found (p<.05), providing no evidence for non-response bias. Finally,
those variables from the survey responses were cross-checked against company reports and
published data where possible. A high degree of correspondence between published data and
survey responses was found, supporting the veracity of the survey responses.

Table 1 reflects some of the sample characteristics.

[Insert table 1 here/
Measures

Dependent Variable: degree of internationalisation of the firm

The identification of groups of firms with a similar degree of internationalisation is based

on cluster analysis. Within the realm of cluster analysis, k-means method and its variants are the
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most frequently used. Depending on the number of clusters, k-means clustering can have higher
accuracy than hierarchical methods. This technique can also accommodate large sample data
(Hair et. al, 1999). A two-cluster solution was chosen. Several criteria guided the choice of the
two-cluster solution: (a) the two-cluster solution fits the theoretical model, (b) it generates a
solution in which the firms had a relatively even distribution among the clusters, and (c) the
clusters were well-separated, based on the Euclidean distances from their centres.

On the basis of the theoretical review, clusters were constructed using the following
variables: (a) time elapsed since the year firms were founded until the first year of exporting
(SPEED), (b) percentage of exports (EXTENT) and (c) the number of countries to which it
exports (SCOPE). Table 2 presents measurements and descriptive statistics of the previous
variables.

[Insert table 2 here/

To verify whether the historical context in which the firms were created had any influence
on the internationalisation process, three analyses were run: a) for the whole sample, b) for the
firms created before 1975, c) for those created since 1975. The latter year was considered to be a
significant historical watershed, as from the mid-1970s the country was democratised, the
economy opened up and the possibility of joining the European Union began to emerge.
Moreover, in the second half of that decade, Spanish industry experienced definitive
advancements in its level of specialisation, as of 1985, when it reached an equivalent production
capacity of 96% of its consumption. This progression came about as an overall consequence of
the forceful propensity to export. Figures doubled in only a decade, substantially improving the

commercial balance of the country.
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Table 3 shows the result of the three-cluster analysis along with mean cluster scores.
Differences between the clusters are measured by the F-statistic with the statistical significance
indicated by the p values.

[Insert table 3 here/

Very large differences were found among the firms on the variables used in the analysis.
We can observe that, in all three analyses, the results show the existence of a group of firms that
follow a fast internationalisation process (they begin to export at an earlier stage, reach a high
volume of foreign sales and are present in a large number of countries) and a group that follows a
much slower process. It can also be seen that the stage for starting to export is much sooner after
1975 (on average 1-6 years as opposed 7-10 years in the fast groups, and 7-10 years compared to

over 20 years in the slow groups).

Independent Variables

All questions were presented in the form of a 5-point scale where “1”=very little
importance and “5”=very great importance.

Managers' Attitude (proactiveness versus reactiveness)

To assess managers’ attitude to internationalisation, respondents marked an 8-item scale based
on Weinstein (1977). The scale measures decision-makers' perceptions of the motives for
exporting: a) there were growth opportunities in foreign markets, b) the risk of operating in only
one market was very high, c) there was a change of attitude regarding the advantages of
exporting, d) international competence was high, e) the local market was saturated, f) reduction
of legal and/or cultural barriers between countries, g) they were producing more than they could

sell, h) sporadic orders from foreign customers.
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To extract the proactiveness/reactiveness dimensions, we applied exploratory factor
analysis using principal component analysis. Two factors emerged by examining Eigen-values
with 1.00 as a cut-off. These two initial factors were refined using confirmatory factor analysis in
EQS. Results indicated that 2 items (d and h) had to be removed. The fit of the remaining items
was adequate (GFI1=0.962; AGFI=0.885; SRMR=0.08). Cronbach alpha reliability coefficients
were of an acceptable level for exploratory research (proactive attitude=0.638; reactive
attitude=0.641).

Managers' Attitude (Global Strategic Vision)

This factor was constructed using the Roth, Schweiger and Morrison (1991) five-item
scale on global integration. Confirmatory factor analysis indicates satisfactory convergent
validity (GFI=0.941; AGFI=0.893; SRMR=0.08). Reliability was acceptable (alpha=0.774).

Differentiation advantages (marketing /technology)

As above, to extract the dimensions of differentiation advantages, exploratory factor analysis
was applied to a 5-item scale based on strategy research. These questions measuring competitive
advantage have been used in previous research by Miller (1996), Moen (2000), Knight (1997,
2000), Knight et al. (2004). Selected items were: a) perceived reputation of design, quality and
style of the firm's products; b) international recognition of the brand; c) level of novelty of the
process and/or service involved in the international activity; d) perception of the importance of
technological innovation; e) volume of investment in R+D.

The two resulting factors were marketing differentiation (items a and b) and technology
differentiation (items c, d and e). Confirmatory factor analysis indicated an acceptable fit and that
modifications were not necessary (GFI=0.998; AGFI=0.941; SRMR=0.045). Cronbach alpha

coefficients indicate acceptable reliability (Marketing differentiation=0.853; Technological
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differentiation=0.733).

Relationship networks

Four indices of 2 items each were built based on the definition of network used by D’Cruz
and Rugman (1992). Managers had to evaluate the degree of international participation of their
main suppliers, customers, competitors and institutions; as well as the influence and importance
that these relationships had in their internationalisation process. Confirmatory factor analysis
attained adequate fit, indicating satisfactory convergent validity (GFI1=0.969; AGFI=0.931;
SRMR=0.032). Finally, the alpha values ranged from 0.658 to 0.800.

Table 4 shows reliability indicators, standardised item coefficient values, as well as
descriptions of the questionnaire scales.

[Insert table 4 here/

Control variables

The firms were classified: a) in terms of technological intensity, according to OECD
(2001) and b) in terms of their size, following the employee criterion established by the European
Commission Recommendation (Do L 107, of 30.4.1996, pag.4).

[Insert table 5 here/

Statistical analysis

Logit regression was used in order to verify the influence of the factors indicated on each
of the groups defined by the dependent variable. Prior to running the logistical regression
analysis, we prepared a correlation test to look for possible signs of multicollinearity. As can be
seen in table 6, none of the relationships between the independent variables appeared to be large

enough to warrant concern for multicollinearity (Hair et al., 1999).
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[Insert table 6 here/

Table 7 shows the parameter estimates for the binomial logistic regression. The table
gives the values of the coefficients and the level of significance measured by a two-tail Student’s
T-test. In addition, the number of cases correctly predicted by the model and the values of the
likelihood function are also shown. Because the dependent variable is equal to one when the firm
belongs to a “fast group” of internationalisation, a positive coefficient implies that the higher the
corresponding variable, the more likely the firm will be classified in groups of an accelerated
internationalisation process. On the contrary, negative coefficients indicate that higher values of
the corresponding variable favour a slow process of internationalisation.

[Insert table 7here/
5. Discussion of results

The three regression models have a significant explanatory power with y? of 62.04
(p<.001), 36.61 (p<.001) and 42.7 (p<.001) respectively, and with percentages of correct
classification that vary from 68.6% to 79%.

The logistic regression provided support for a number of our hypotheses. Hypothesis 1
cannot be rejected because the relationships obtained are significant and behave as expected. The
positive/proactive attitude of managers towards international strategy increases the likelihood that
the firm will adopt an accelerated internationalisation process, while a passive or negative
attitude implies a much slower development. These relationships are clearly significant in the
three models, so their influence persists over time, regardless of when the firm was founded.
Therefore, the top management team’s attitude is a key resource for internationalisation.

According to the formulation of hypothesis 2, we expected that the management team of

firms that follow a rapid internationalisation process would have a global strategic vision.
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However, the results are not significant in any of the models. Therefore, even though the process
is accelerated, firms continue to regard each national market as different, and adapt to them. As
we will see below, this may be related to the competitive advantages associated with marketing
differentiation, which allow greater possibilities for adaptation than those whose origins lie in
technological differentiation.

With regard to hypotheses 3a and 3b, the results indicate that the acceleration of the

internationalisation process of the firms in the sample is associated with marketing
differentiation, and not with technological differentiation. While the first factor is significant and
results are as expected in all three models, the second factor is not significant in any of them.
Therefore, the competitive advantage associated with firms that follow a rapid
internationalisation process is strongly linked to policies on brand, design, style and quality. This
finding is consistent with our argument that some firms become international earlier in order to
exploit a distinctive competence. It is possible that firms are moved to internationalise early when
their products are perceived by management to be particularly unique.

The results obtained in these two hypotheses may reflect the weaknesses and strengths
traditionally associated with Spanish firms. It is evident that many of them have implemented
product differentiation policies, but there still persists the historical dependence on the
"technological leaders” originated in other countries, where science and technology policies have
been much more active.

The relationships proposed in hypothesis 4 were partially confirmed. Firstly, the influence
of the different members of the network is not equal. When an accelerated internationalisation
process is adopted, the role played by customers and competitors is much more important. In the

general model, these two variables are positive and significant (.177, p<.001; .208, p<.05).
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However, the influence of the customer network (.239; p<.001) is greater in those firms founded
before 1975; while the impact of the competitor network (.408, p<.001) is higher in those created
afterwards. This different importance allows us to see the influence of the historical context.
Before 1975, when international competition was less intense, interactions with customers were
the fundamental relationships involved in accelerating the internationalisation process. This is
consistent with the hypothesis of the “follow-the-customer” strategy for internationalisation. In
more recent years, the globalisation of the economy, together with the liberalisation of the
Spanish market means that most firms face stiff international competition. More intense
competition leads to the disappearance of the home-market. If a market is seen as profitable,
overseas firms will be active on the market within a short time. In this context, relationships with
competitors, whether positive or negative, have forced firms to react rapidly, even more if we
take into account the late arrival of internationalisation in Spain, and the size of Spanish firms
compared to other international competitors.

The outcome of the supplier network impact is opposite to what was expected. In this
case, the influence of suppliers increases the likelihood of adopting a slower internationalisation
process (-.121, p<.05; -.220, p<.001). The influence of the supplier network may be greater if the
firm imports, and such relationships may even make the firm see selling abroad as an attractive
option, but these do not constitute true driving forces revolutionising the internationalisation
process.

Finally, the network of institutions is not significant in any of the models. We believe that
this might be a consequence of the characteristics of our sample. Although we have distinguished
two groups, it should not be forgotten that they are the most active Spanish firms most in

international markets, all with exports figures of over 25% of total sales. These exporters are
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unlikely to seek help from institutions because what they really seek to do is to overtake their
Spanish competitors. If this is not the explanation, the low valuation of institutions would
indicate problems in policies that promote exports.

The technological intensity of the sector and the size of firms are not significant in any of
the models. These results suggest that the existence of firms that adopt a faster
internationalisation process is not related to the technological nature of the sector or to the size of
the firm.

6. Conclusions

This study has identified the existence of firms that adopt an accelerated
internationalisation process in a late investor country and it has shown which factors have an
influence over this process.

We have found that, independently of when they were founded, there are firms that adopt
a very rapid internationalisation process. They begin to export at an early stage and devote
substantial efforts to the international arena. Therefore, our results suggest that firms from a late
investor country do not necessarily need to follow a slow, sequenced pattern to enter international
markets effectively. In this sense, this study enriches the literature on the internationalisation
process, considering the forces behind an accelerated process of internationalisation and the
impact of special domestic-market conditions.

The results obtained uphold the theory that substantial differences do exist between fast
and gradually internationalizing firms. The acceleration of the internationalisation process is
linked to:

« A proactive attitude on the part of the managers of the organization (Knight and Cavusgil,

1996, Madesen and Servais, 1997, Moen, 2002)
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o A strategy based on marketing differentiation (Bloodgood et al.,, 1986; Oviatt and
McDougall, 1995; Knight, 2000)

« A substantial influence of the network of relationships with customers and competitors (Bell,
1995; Oviatt and McDougall, 1994, 1995).

« Any sector, independent of its technological nature (Moen, 2002, McDougal et. al., 1994)

In addition, in the case of Spain, it has been found that the variables “technological
differentiation”, “global strategic vision”, “influence of institutions” and “size”, had no effect on
the speed of the internationalisation process.

In relation to the historical context in which the firm was created, several effects have
been observed, in both dependent and independent variables:

« The difference between the year the firm was founded and the year it began to export tends to
decrease as time goes on. This indicates the increasing importance of the acceleration of the
internationalisation process in more recent years.

« The influence over time of the independent variables does not change when we refer to the
attitude of managers and to marketing differentiation policies, but it is, on the other hand,
made patent in the influence exercised by networks. Before 1975, the customer network is all-
important, whereas the network of competitors only became so after this date.

Limitations and further research

When interpreting the results of the study, researchers should be aware of certain factors
that might limit the inferences that may be drawn.

With respect to factors of influence, it has not been possible to incorporate the personal
characteristics of the decision-makers, e.g. the number of languages they speak, periods living in

other countries, nationality, level of education, etc., as is usually done when studying this
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phenomenon from the entrepreneurial perspective. Indirectly, we have assumed that these factors
would in some way be reflected in the valuation of the proactive/reactive/ globalisation variables
made by the decision-maker; however future studies should try to measure these variables
directly.

Furthermore, our study is based on the opinions of a single respondent in each firm when
it is assumed that decisions on internationalisation are usually made by several people. Also,
since the study was conducted post-hoc, some responses may be reflective of retrospective
rationalisations of the influence and importance of certain variables. It may also be that the cross-
sectional nature of the research design did not allow us to fully capture the dynamics inherent in
internationalisation. The use of longitudinal cases studies identified as Fast Internationalising
Firms may detect errors in the appreciation of some of these variables, as well as the
incorporation of new factors.

Future research could proceed in various directions. One is to expand the analysis,
theoretically and empirically, to examine other national contexts and to include other external
factors that we did not include (e.g. institutional environment, limited domestic growth, intensity
of domestic competition). A more holistic understanding of accelerated intenationalisation
processes should be encouraged and stressed. The very diverse conceptual approaches may
explain the lack of a fully explanatory model of this phenomenon.

Another limitation concerns performance. Given the dynamism that characterises
international business environments, it may be important to investigate differences between Fast
and Gradual firms in terms of survival and financial outcomes. Also, we do not know if
institutional agents teach these INV, once they are established, in order to resemble other firms in

the same sector.
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However, in spite of these limitations, our results enable us to advance in our knowledge
of a relatively unexplored issue in the context of a late investor country. In the academic field
they may serve as a reference to enrich a topic of study where the majority of previous research
has looked mainly at foreign development by firms based in the most advanced countries. In the
managerial sphere, they may favour reflection upon what are the most important factors for
achieving an active international strategy and how to respond to these demands. From a policy
perspective, our research suggests ways of stimulating the acceleration of the internationalisation
process. Politicians must realise the importance of looking for ways of improving the promotion
of business networks. The stimulation of relationships between firms will reduce the uncertainty
regarding the risks of foreign operations and increase the international competitiveness of firms.
Moreover, they should provide incentives for increasing a positive international attitude among
business leaders. Tax benefits and other incentives could be provided to increase the international
work experience of managers and employees.

In short, this work suggests that it can be more usual than expected to find circumstances

that speed-up the process of internationalisation in late investor countries.
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Table 1: Sample Characteristics

Company characteristics Mean Standard Median Minimum  Maximum
(N: 271) Deviation

Foreign sales (%) 54.38 23.17 52.17 25 100
Foreign manufacturing (%) 2,94 1141 0 0 100
Number of employees 443.68 2050.85 75 10 21000
Number of foreign employees 68.66 607.20 0 0 9000
Number of foreign countries 24.81 23.91 17 1 150
Total years of experience 34.78 29.35 30 2 299
Years of export experience 20.79 22.77 15 2 232
Number of foreign subsidiaries 1.46 5.54 0 80
Number of main product lines 3.60 2.25 3 1 8
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Table 2: Variables used in cluster analysis

Variable N % Mean Median SD
/ Values
SPEED 2.9 3 1.44
(year export-
year founded)
1:over 20 years 64 23.6
2: 11 - 20 years 60 22.1
3: 7-10years 31 114
4: 1-6 years 71 26.2
5: 0 years 45 16.6
EXTENT 3.09 3 1.35
1: 25% 44 16.2
2. 26% - 40% 48 17.7
3: 41% - 60% 70 25.8
4: 61% - 75% 55 20.3
5: over 75% 54 19.9
SCOPE 3.13 3 1.35
1: 1 -3 countries 36 13.3
2: 4 -10 countries 58 21.4
3: 11 - 25 countries 79 29.2
4: 25 - 35 countries 32 11.8
5: over 35 countries 66 24.4
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Table 3. Cluster Analysis

TOTAL SAMPLE FIRMS CREATED BEFORE 1975 FIRMS CREATED AFTER 1975
Cluster 1 Cluster 2 Cluster 1a Cluster 2a Cluster 1b  Cluster 2b
SLOW FAST SLOW FAST SLOW FAST
(N=123) (N=148) F (p) (N=77) (N=89) F (p) (N=40) (N=65) F (p)
SPEED
(year export-
year founded)  Between Between Between Between Between Between
(11-20 years) (7-10 years) (over 20 years)  (7-10 years) (7-10 years) (1-6 years)
Cluster
Mean 2.16 3.51 74.65%** 14 3 89.73*** 3.37 4.24 74.65%**
EXTENT Between Between Between Between Between Between
(26%-40%) (41%-61%) (26%-40%) (41%-61%) (25%) (41%-61%)
Cluster
Mean 2.10 3.92 221.83*** 2.27 3.80 84.73*** 1.7 3.96 221.83***
SCOPE Between Between Between Between Between Between
(4-10) (11-25) (4-10) (11-25) (1-3) (11-25)
Cluster
Mean 2.28 3.82 128.08*** 2.56 3.92 69.31*** 1.73 3.57 128.08***
***pP<(.0001
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Table 4: Descriptions, reliability and loading coefficients

Indices / Variables

Cronbach
a

Internal factors: Management team's attitude to internationalisation

Proactive Attitude

There were growth opportunities in foreign markets (0.48)
The risk of operating in only one market was very high (Risk diversification) (0.69)
There was a change of attitude regarding the advantages of exporting (0.29)

Reactive Attitude

Sporadic orders from foreign customers (0.48)
Reduction of legal and/or cultural barriers between countries (0.52)
We were producing more than we could sell (0.36)

GLOBAL orientation

Customers' needs are standardised worldwide (0.79)

The product/ service is well known worldwide (0.71)
The technology is standardised worldwide (0.63)

I can find the same competitors in most markets (0.45)
Marketing policies can be standardised worldwide (0.40)

Strategic factors: competitive advantages

MK Differentiation

Perceived reputation of design, quality and style of firm's products (0.62)
International recognition of the brand (0.62)

TECN Differentiation

Level of novelty of the process and/or service involved in the international activity (0.53)
Perception of the importance of technological innovation (0.96)
Volume of investment in R+D (0.63)

External factors: Networks

Suppliers network

Presence of the firm's principal suppliers in the international sphere (0.45)
Importance and influence of relationships with above in firm's international strategy (0.96)

Customers Network

Presence of the firm's principal customers in the international sphere (0.68)
Importance and influence of relationships with above in firm's international strategy (0.96)

Competitors Network

Presence of the firm's principal competitors in the international sphere (0.56)
Importance and influence of relationships with above in firm's international strategy (0.77)

Institutions Network (associations, public bodies, research centres)

Presence of the principal institutions with which the firm relates in the international sphere
(0.84)
Importance and influence of relationships with above in firm's international strategy (0.75)

The alpha coefficient for all the indices is positioned among the values generally accepted
for the exploratory stages of an investigation (Nunnally, 1978)
All the loading coefficients were significant at the 0.01 level or better

0,638

0,641

0,7749

0,853

0,733

0,6585

0,8002

0,7052

0,7876
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Table 5: Control variables

Technological Intensity (OECD, 2001) N %
ISIC Code
20, 22, 23, 24, 25, 1. Low technological intensity 165 60.9
27,31, 34,32, 51 (food and kindred products; textile mill products, apparel and other textile
product;, lumber, wood products, furniture and fixtures; publishing; leather;
stone and glass products, metal products; wholesalers).
28. 30, 35, 37 2. Medium technological intensity 70 258
(chemicals; rubber and plastic products; transportation equipment;
machinery)
3. High technological intensity
36, 38 (measurement and optical equipment; electronic equipment) 36 13.3
Size
1. Small (under 50 employees) 99 36.5
2. Medium (51 - 250 employees) 125 46.1
3. Large (over 250 employees) 47 17.3
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Table 6: Correlation matrix and simple statistics

Variable 1 2 3 4 5 6 7 8 9 10 11

Mean 104 74 173 74 92 53 69 63 46 14 18

S.D: 22 217 30 14 22 20 22 18 17 06 07

1.Proactive Attitude 1

2.Reactive Attitude .20* 1

3.GLOBAL orientation  .14* .02 1

4.MK Differentiation A7 -05 .05 1

5.TECN Differentiation .11* .01 -10 .33* 1

6.Suppliers network 08 14 05 .11* .09 1

7.Customers network 10 -02 22 23 .04 .13* 1

8.Competitors network 08 .00 .26* .10 .02 .15* .34* 1

9.Institutions network 07 05 01 -00 -02 .04 .08 .30* 1

10.Sector 08 -02 .10 .07 .14 04 06 .07 -.08 1

11.Size 07 -09 01 .08 .11* 04 -05 .10* .02 .06 1
* p<0.01
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Table 7: Logit regression

Cluster 2 Cluster 2a  Cluster 2b
FAST FAST FAST
Sample  Before 1975 After 1975
B (p) B (p) B (p)
1.Proactive Attitude 236%** 159%** H505***
2.Reactive Attitude -.212%** -226*** - 378***
3.GLOBAL orientation 011 011 -.081
4.MK Differentiation .352%*** 374*** 337**
5.TECN Differentiation -.061 -.036 -.287
6.Suppliers network - 121** -.003 -.220**
7.Customers network 77 239%** 203
8.Competitors network .208** 123 408***
9.Institutions network -.012 .038 152
10.Sector -.083 113 -434
11.Size -.093 .022 -.051
n° of cases included 271 166 105
-2 log. Likelihood 311.33 192.64 96.78
Predictive capacity 68.6% 71.1% 79%
Chi-squared 62.04*** 36.61*** 42.76***

**p< 0,05; ***p< 0,001, according to Wald's statistic
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