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Elements of Infrastructure:
Factors Driving International Entrepreneurship

Stephen K. Callaway

Cavusgil 1996) and interfirm resources to explain inter-
national entrepreneurship. The theory posed here chal-
lenges the traditional image of international business as a long,
gradual process not occurring until later in the life cycle, and
applying only to large multinational corporations (MNCs).
Increasingly, new ventures must expand their operations
internationally early in their history in order to be competitive
(Oviatt and McDougall 1994), and require infrastructure (Van
de Ven 1993), or interfirm resources, for success. Specifically,
firms may rely on three factors to expand internationally: cost
factors, unique global resources, and networks.

This article focuses on “born globals” (Knight and

Traditional theories of international business (IB) view the
global expansion of companies as a long, gradual process
not occurring until later in the life cycle, focus predomi-
nately on large multinational companies (MNCs) as
opposed to entrepreneurial start-ups, or focus on firm-spe-
cific ownership or internalization advantages. As a result,
theories explaining rapid internationalization, the interna-
tional expansion of entrepreneurial ventures, or advan-
tages arising from global networks, have been scarce.
Many traditional IB theories focus on how market
demand drives international expansion. For example,
some theories argue that entrepreneurs respond to local
market demand, then expand internationally when the
domestic market becomes saturated; that is, export is the
end, not the beginning of a typical market expansion path
(Linder 1961). Entrepreneurs are not likely to bear the nec-
essary costs of investigating overseas markets of unknown
dimensions and unknown promise (Vernon 1966).
Furthermore, internationalization theory argues that firms
expand into international markets slowly over time, ini-
tially entering markets that are most familiar (most simi-
lar) to the home market (Johanson and Vahlne 1977).
Further, the motivation for international expansion has
generally been viewed as stemming from firm-specific
ownership advantages, which can be extended to foreign
markets, and that are best internalized within the firm
because of transaction costs (Dunning 1988). However, the
increasing prevalence of networks, alliances, public goods,
and industry-wide standards has provided important
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resources to clusters of firms, including entrepreneurial
start-ups. That is, many advantages are no longer firm
specific (Dunning 1995).

As a result, these traditional theories of international-
ization have received increasing criticism in recent years.
First, innovation and technical change (Posner 1961) have
long been recognized as major drivers of export behavior.
Many emerging high-technology industries increasingly
demonstrate the importance of this catalyst. Second, more
entrepreneurial ventures show substantial international
operations. Nowadays, increasingly firms must expand
their operations internationally early in their history in
order to be competitive (Oviatt and McDougall 1994).
Such firms have been labeled "instant internationals"
(Hordes, Clancy, and Baddaley 1995) or "born global"
(Knight and Cavusgil 1996).

Similarly, Bell et al. (2003) found evidence of “born-
globals” as well as firms suddenly internationalizing after
a long period of focusing on the domestic market.
However, while traditional IB theories have not addressed
this phenomenon, entrepreneurship literature traditional-
ly has tended to focus on the creation and management of
SMEs within the domestic context (McDougall and Oviatt
2000). More recently, however, an intersection of comple-
mentary research paths, between international business
and entrepreneurship, has been increasingly evident
(Young, Pavlos, and Leo-Paul 2003; McDougall and Oviatt
2000). For example, Autio, Sapienza, and Almeida (2000)
found that firms that expand internationally earlier in
their life grow faster overall and in foreign markets, as
they do not need to overcome a domestic orientation later.
Also, Zahra, Ireland, and Hitt (2000) found that a diverse
international environment created more opportunities for
technical learning for new venture firms.

While such firms may still represent a relatively small
proportion of new ventures (Katz, Safranski, and Khan
2003) (unique to firms competing in modern, high-tech
industries), there is evidence of firms supporting this born
global pattern (Bell et al. 2003). Such industries increasing-
ly demonstrate the importance of networks (Adler and
Kwon 2002; Autio 2000; Spencer 2003), emphasize inter-
firm collaboration, and often are driven by an internation-
ally accepted industry standard (such as a computer oper-
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ating system). Further, these industries often are knowl-
edge-based (Autio, Sapienza, and Almeida 2000; Zahra,
Ireland, and Hitt 2000), where such knowledge is unique
and the source of competitive advantage. Firms in such
industries often are uniquely endowed with highly specif-
ic resources that enable them to provide specialized prod-
ucts. As such, the resource-based view and network per-
spective both can help to explain the growth of interna-
tional entrepreneurial firms (Young, Pavlos, and Leo-Paul
2003). Similarly, this article uses these perspectives to
define when new ventures are likely to exhibit this inter-
national entrepreneurial behavior.

Ultimately, resources external to the firm, such as infra-
structure, which explain entrepreneurship in general (Van
de Ven 1993), seem to be driving international entrepre-
neurship as well. For this research, infrastructure is con-
sidered to be resources that are available beyond the level
of the firm; they are not firm specific. However, many
high-tech new ventures may be exposed to these external
resources, but not all exhibit these “born global” character-
istics. Such ventures must still possess firm-specific capa-
bilities that enable them to identify and take advantage of
these external resources. To be successful, firms must
employ strategies and develop organizational capabilities
to integrate and diffuse knowledge (Zahra, Ireland, and
Hitt 2000) so that these firms are able to exploit, enhance,
or collectively develop this infrastructure. That is, firm
strategies and capabilities act as moderators, strengthen-
ing the basic relationship of external resources explaining
international entrepreneurship; in fact, they are necessary
for this relationship. Therefore, explanations for interna-
tional entrepreneurship may derive from certain cost fac-
tors (Swamidass 1993), possession and utilization of
unique global resources, and global networks (Adler and
Kwon 2002; Spencer, 2003; Young, Pavlos, and Leo-Paul
2003), with firm strategies and capabilities moderating
(strengthening) this relationship.

Capabilities are the firm’s capacity to accumulate, inte-
grate, and deploy resources to achieve a desired end
(Helfat and Raubitschek 2000). First, the competitive inter-
national environment today creates challenges and oppor-
tunities for firms to distinguish themselves competitively
and create value for customers, as customers and competi-
tors are increasingly global in scope. Second, the increas-
ing prevalence of alliances, international networks, global
resources, etc. presents vast learning opportunities for
firms. Firms must have deliberate strategies to acquire
these global resources, disseminate them throughout the
organization, and deploy them to achieve competitive
advantage. Firms that recognize and respond to these
opportunities will succeed internationally.
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This study focuses not only on "born global" firms that
exhibit international characteristics at an early stage, but
firms suddenly internationalizing after a long period of
focusing on the domestic market (Bell et al. 2003), as the
conditions presented in this model may apply to either
phenomena. Finally, for purposes of this study, infrastruc-
ture is not a regional issue; it must be available at the glob-
al level. That is, contrary to many of the studies of inter-
firm relations, the primary focus of this article is not on
geographic clusters, but on global networks designed to
exploit, enhance, or develop specific interfirm resources.
Therefore, many of these networks are designed around
specific resources, dedicated to their global development,
rather than around geographic areas.

Theory and Propositions

Brown and Eisenhardt (1998) argued that to be successful,
firms need to blend the past and the present; that is, to use
the old (an established, legitimated framework) and the
new (some novel contribution). Even firms marketing
innovative new technologies may get into trouble by
ignoring the past, such as an accepted standard, demon-
strating too much disconnect. Furthermore, firms must
strike an ideal balance of internal collaboration within the
organization, using a standard technology, sharing a dis-
tribution channel, gaining economies of scale in purchas-
ing, cooperating on a one-time product development proj-
ect, or simply sharing knowledge (Brown and Eisenhardt
1998).

However, small and young ventures must also compete
in this environment, which may be problematic. For exam-
ple, a young firm has a limited past, providing little
opportunity to connect to an established track record.
Whereas the failure of some incumbent firms may stem
from the tendency to rest on successes (connect to the past)
and get in a rut, entrepreneurial ventures often fail
because they were unable to secure acceptance for their
product of the future (Aldrich and Fiol 1994; Brown and
Eisenhardt 1998). In this case the new venture may be
advised to utilize an accepted platform as its connection to
the past. The established framework provides an infra-
structure for the new venture from which it can launch its
innovation. Second, small firms may have limited oppor-
tunities for internal collaboration, and hence may require
more external collaboration within a network alliance.

That is, the edge of chaos (Brown and Eisenhardt 1998)
characterizing many dynamic industries today require
entrepreneurial new ventures to actively utilize infrastruc-
ture in order to survive. Entrepreneurship then is actually
the collective achievement of many institutions (Van de
Ven 1993) as firms improve or add novelties to an existing
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framework. Moreover, as these industries now tend to be
global, with the established standards accepted around the
world, networks tend to be increasingly global in scope as
well. Further, as the resources required to compete in these
industries are so specialized and unique, firms must
increasingly seek them out on a global basis.

As such, external resources, which increasingly reflect a
global scope, are posited in this article as explaining inter-
national entrepreneurship, specifically in the case of high-
tech new ventures. The three factors identified include
industry cost factors, unique global resources, and net-
works. However, only new ventures possessing certain
firm-specific capabilities to integrate knowledge (Zahra,
Ireland, and Hitt 2000), or learn, will be able to identify
and take advantage of such global resources, and there-
fore, expand internationally.

Cost Factors

Traditionally, large firms were able to minimize cost
through mass production to achieve scale economies and
international production to achieve location economies
(Dunning 1988; Rugman 1980). However, smaller entre-
preneurial firms may not be able to achieve returns to scale
or exploit location economies through intrafirm sourcing.
They must rely on interfirm collaboration.

That is, many industries face substantial fixed costs,
with very low marginal costs of diffusion and imitation,
bringing plummeting average costs, and hence, increasing
returns to scale. (This is particularly true of the high-tech-
nology industries showing such rapid internationaliza-
tion.) Many firms may expand internationally in order to
exploit returns to scale. That is, international expansion
may be a necessity for high-technology firms facing sub-
stantial R&D and start-up costs, to be profitable within a
rapidly evolving technological environment (Jolly,
Alahuhta, and Jeannet 1992). This is especially true if the
firm faces a limited niche in the domestic market early in
the life cycle, such as would be the case for disruptive
technology (Bower and Christensen 1995), where the new
technology initially serves a small segment—competing
with a wider market for the old sustaining technology.

That is, a technology entrepreneur is generally niche-
focused, and a single home market may not be broad
enough to support the R&D, finance, marketing, and dis-
tribution that such a firm would face (Hordes, Clancy, and
Baddaley 1995). Furthermore, in this high-tech environ-
ment, the cost drivers increasingly are not firm specific.
Interfirm sourcing and collaboration (Swamidass 1993) are
necessary to achieve cost minimization. The high fixed
costs, particularly for high-technology industries, given
the limited resources of small entrepreneurial ventures,
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require interfirm collaboration, while shorter product life
cycles further demand cooperation and product exten-
sions deriving from a single design platform (Garud and
Kumaraswamy 1995).

Of course, many high-tech ventures likely demonstrate
substantial returns to scale, yet relatively few new ven-
tures may still fit the "born global" profile. Therefore, it
would appear that firms which are able to maximize tech-
nical learning, and which are exposed to such increased
learning opportunities from a varied international envi-
ronment, are therefore more likely to expand their sales
internationally (Zahra, Ireland, and Hitt 2000). In knowl-
edge-driven industries, there are vast opportunities to
accumulate knowledge about cost management, and
much of this knowledge is available internationally. Firms
must be able to tap into this knowledge, disseminate it
throughout their organization, and develop the capabili-
ties to apply this knowledge to their own organizational
processes. Such firms are likely to be exposed to ways of
improving efficiency and benefiting from returns to scale,
and are able to incorporate it into their own operations.
The firms that do accumulate this global knowledge will
have an international orientation (Autio, Sapienza, and
Almeida 2000), and will be likely to expand sales interna-
tionally.

Proposition 1: New high-tech ventures exhibiting
tremendous fixed costs will demonstrate greater interna-
tional operations (sales) than firms that face fewer fixed
costs, if such ventures possess organizational capabili-
ties to integrate and apply technical knowledge to
exploit returns to scale.

However, increasing returns to scale may be supplant-
ed by a more powerful, and more unique, economic phe-
nomenon: increasing marginal returns. Increasing returns,
common to the high-tech and knowledge-based indus-
tries, are the tendency for that which is ahead to get fur-
ther ahead. This stems from high up-front costs with low
costs of diffusion, network effects, and technology lock-in
(Arthur 1996). An example of this phenomenon would be
Netscape, where each additional new user (Beinhocker
1997), and likewise each additional new entrepreneur uti-
lizing the infrastructure, increases the total value of the
system. Some firms facing increasing marginal returns
would likely pursue international expansion to enhance
the effect, wishing to further expand their customer base
and "lock in" their technology in those areas that are
expected to present great potential future income growth.

In the same sense, network externalities (the increase in
user utility as others adopt the product or compatible
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products) (Garud and Kumaraswamy 1995) reflect impor-
tant phenomena in many high-technology industries
today. That is, many technologies today are systemic in
nature (Winter 1987), meaning they are embodied in inter-
connecting multicomponent products (Garud and
Kumaraswamy 1995). This requires substantial investment
in several complementary technologies and assets (Powell
and Brantley 1992; Teece 1987), making it difficult for any
one firm to invest in all complementary technologies
(Garud and Kumaraswamy 1995).

Garud and Kumaraswamy (1995) and Brown and
Eisenhardt (1998) further argue that such factors encour-
age firms to conform to a common standard or dominant
design, to manufacture products that are compatible with
the standard technology. For example, a network of firms
may establish an open standard, which acts as mecha-
nisms for coordinating the emerging network. As the den-
sity of firms manufacturing technological systems that
conform to this common standard increases, customers get
a wider choice of complementary products, so more cus-
tomers get onboard. The larger customer base then
encourages more firms to adhere to these industry-wide
standards, increasing network benefits further. The larger
the network, the greater its attraction. Externalities may
derive from production as well as consumption (Dunning
1995). This concept refers to a technological network,
based upon a common standard. Strategies to form orga-
nizational networks, to encourage interfirm collaboration,
are addressed below.

In some cases, even large dominant firms, which initial-
ly have been reluctant to adopt open standards fearing
loss of market share, eventually have become compelled to
adhere to an industry-wide standard (Garud and
Kumaraswamy 1995). There is no reason to suppose that
this network should be limited to a single country. Foreign
firms will wish to adopt this established standard as read-
ily as the domestic firms, as will foreign customers. At this
point, any firm within the network will face global com-
petitors, partners, as well as customers. Globalization
becomes inherent in the infrastructure.

These factors, network externalities as well as industry
standardization, have an important effect on what consti-
tutes competitive advantage, and how it is derived. The
traditional batch-processing industries have generally
demonstrated the importance of firm-level economies of
scale and scope, encouraging larger firm size and greater
complexity. Large oligopolistic competitors (like MNCs)
would compete for greater market share, and would
extend their operations internationally, developing their
firm-level economies of scale and scope, and learning
economies. Organization theory, especially international-
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ization theory, has been grounded in the same assump-
tions.

However, the continual innovation seen in many high-
tech industries limits the potential for scale economies
(Garud and Kumaraswamy 1995). Some firm-specific
advantages in high-tech industries are slowly being sup-
planted by the importance of network externalities and
complementarity of assets, advantages that go beyond any
single firm. These high-tech industries are more likely to
require a dominant design and industry standards. This
mitigates the advantages of large and established firms,
which benefits entrepreneurial ventures, which are then
better able to compete with the large MNCs in the global
arena.

Of course, recognizing opportunities from network
externalities, and developing strategies to exploit these
opportunities, is quite a challenge. Firms that are exposed
to a variety of technical information from these networks,
particularly internationally, and possess organizational
capabilities of absorbing this knowledge and applying it to
their own processes, will reflect an international orienta-
tion, given that these technological networks in high-tech
industries are increasingly global in scope. Therefore, such
firms are likely to expand sales internationally.

Proposition 2: New high-tech ventures attempting to
exploit increasing marginal returns from network exter-
nalities will demonstrate greater international opera-
tions than firms that do not pursue such network exter-
nalities, if they possess organizational capabilities to
integrate and apply technical knowledge to exploit mar-
ginal returns.

Possession/Utilization of Global Resources
Unique resources so critical to many high tech industries
today are increasingly available on a global scale. Firms
may need to draw from the pool of capital, labor, and
knowledge (Van de Ven 1993) on a global scale.
Furthermore, importing, exporting, sourcing (Kotabe
1992), has been facilitated, leading to a global distribution
of many products and services. For example, new financ-
ing options, such as countertrade, have facilitated export-
ing (Carter, Narasimhan, and Vickery 1988; Swamidass
1993). That is, the international trade of goods, services,
knowledge, financing, and labor is now commonplace.
While many of these resources comprise external
resources, firms must possess the capability to effectively
utilize and take advantage of these resources.

Perlmutter (1969), looking specifically at multinational
corporations, recognized environmental forces leading to
a more geocentric orientation, such as technological and

30



et al.: New England Journal of Entrepreneurship, Spring 2004

managerial knowledge increasing in availability around
the world, and the integration of international transport
and telecommunications systems. These aspects of the
growing "international infrastructure" may actually bene-
fit smaller entrepreneurial ventures, as they depend on
this infrastructure to survive, more than large corpora-
tions. According to Van de Ven (1993), entrepreneurs ben-
efit from infrastructure resource endowments such as sci-
entific/technological research, financing mechanisms, and
human resources. Each of these resources is increasingly
found on an international scale, and require that firms
wishing to exploit them be international in scope as well.

For example, some firms in high-tech, capital, and
knowledge-intensive industries increasingly must acquire
resources on a global level. Many resources are so special-
ized that a sufficient endowment simply cannot be found
in any single local area. Some Silicon Valley firms, for
example, often may need to draw from a pool of human
resources on a global scale. A web-based IPO may target
various parts of the world to obtain the substantial finan-
cial sums that are required. Some biotechnology firms all
over the world utilize scientific and technological research
pertaining to the Human Genome project for drug devel-
opment. These infrastructure resource endowments
increasingly ignore national borders, and firms exploiting
these resources are likely to have a global perspective, and
are therefore more likely to sell their products internation-
ally. Of course, only ventures with unique resource
endowments and a well-organized process of integrating
these diverse global resources will effectively find ways to
obtain and utilize this global resource. Firms that effective-
ly incorporate and integrate these global resources into
their business operations will possess an international ori-
entation, and therefore will be likely to expand sales inter-
nationally.

Proposition 3: New high-tech ventures that draw upon
knowledge, financing, or labor on an international scale
will demonstrate greater international operations than
firms that focus predominantly on domestic sources, if
they possess organizational capabilities to identify and
integrate these global resources into their operations.

Clearly technological advances in transportation and
communication have enabled large corporations to
expand their international operations (Perlmutter 1969).
This has made intrafirm international trade quite com-
mon. However, the advent of new information technolo-
gies (Zuboff 1984) also improves interfirm coordination
(Fombrun and Astley 1982), thereby reducing transaction
costs (Garud and Kumaraswamy 1995).
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For example, the Internet, and the way business can be
done through this medium, has a global scope and this is
part of its appeal. Furthermore, its value is recognized on
a global level—by populations the world over, so a firm
intending to market its product internationally that uti-
lizes this medium already has an advantage. That is, the
Internet has obtained legitimacy at the industry- or tech-
nology-level which is recognized globally, meaning firms
that depend on this medium are less likely to face the lia-
bility of newness (Stinchcombe 1965) that often plagues
new organizational forms. That is, industrywide (or net-
workwide) legitimacy helps to reduce the importance of
firm-level legitimacy. This format provides a kind of infra-
structure for the start-up companies.

Furthermore, part of the appeal of the product of a firm
may be its global scope. In fact, a product, technology, or
service in general may be recognized globally, regardless
of the specific firm that utilizes it. As argued above, glob-
alization may become inherent in the platform provided
by a network, as foreign firms and customers get onboard.
In the same sense that a larger network brings greater
attractiveness, a more global platform brings greater
appeal to customers around the world. That is, more firms
using the platform means more customers, and vice-versa.
More global firms using the platform means more global
customers, and vice-versa.

Of course, global resources are readily available to
many new ventures, yet only some have utilized the
resources to expand internationally, just as only a few
Internet companies have been able to achieve competitive
advantage online. Clearly, the firms must possess clear
strategies to exploit the resource, and must demonstrate
capabilities in integrating this global resource into their
operations to achieve competitive advantage. Such firms,
oriented toward this important and valued global
resource, are likely then to expand sales internationally.

Proposition 4: New high-tech ventures that effectively
exploit a global platform (such as a distribution channel)
are likely to demonstrate greater international opera-
tions than firms that do not utilize such a platform, if
they possess organizational capabilities to integrate and
exploit this platform.

Network Strategies

Finally, organizational networks (Adler and Kwon 2002)
comprise a critical component of explaining international
entrepreneurship today (Wright and Leo-Paul, 2003;
Young, Pavlos, and Leo-Paul 2003). A strategy of forming
alliances, joint ventures, or cooperative arrangements,
may be important for small entrepreneurial ventures to
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develop and utilize interfirm resources. These arrange-
ments may be with suppliers, customers, and competitors,
as well as with large established MNCs and /or other high-
tech entrepreneurs. In fact, networks may be particularly
important for knowledge-based industries, which are so
applicable in explaining international entrepreneurship
(Bell et al. 2003). For example, knowledge-diffusion net-
works have been found to be critical for firm competitive-
ness as well as helping to establish industry standards
(Spencer 2003).

A new firm usually must form linkages with other firms
to establish legitimacy (Aldrich and Fiol 1994) or obtain
access to distribution channels. Interfirm associations help
to bring skills and financial resources as well as legitimacy
and market power (Eisenhardt and Schoonhoven 1996).
Therefore, the formation of partnerships and strategic
alliances is critical for firms to achieve competitive advan-
tage nowadays. Sometimes, a firm may lack certain
resources or skills that they may be able to obtain by form-
ing linkages with other firms. That is, firms may have
complementary resources, skills and experiences that
would encourage cooperation. For example, Barnett (1990)
found that technological standardization (compatibility)
and differentiation (complementarity) tended to lead to
positive interdependence (mutualism) and hence coopera-
tion among phone companies.

In the same sense, Baum and Singh (1994) found that
entrepreneurial firms, depending on the degree of overlap
of the niches in which they were founded, might have
complementary resources that they can exchange or com-
plement. Furthermore, the complementary skills and
resources of established incumbents and entrepreneurial
ventures, as well as the necessity of producing an industry
dominant design and setting industry standards, may
necessitate formation of linkages between established
incumbents and entrepreneurial ventures. Entrepreneurs
may help to institutionalize their environments through
alliances with an established, dominant company in the
industry.

These same issues are relevant for a firm wishing to
expand internationally. Alliances may be an attractive
means of entering foreign markets (Gugler 1992). Small
firms can often gain the necessary resources for interna-
tional activity through cooperative relationships with
other firms (Bonaccorsi 1992; McDougall, Shane, and
Oviatt 1994). That is, a firm with a skill in a particular tech-
nological product or process, but with limited internation-
al experience, may form a partnership with a firm or firms
that have considerable international experience.
International operations carry with it considerable risks,
which can be shared by the group or network, thereby
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reducing the risk for a single firm. The network of firms
can bring their collective skills and experiences to the
global competitive environment, thereby mitigating the
firm-specific advantages that large, established MNCs
may have. In this sense, Chang (1995) argued that firms in
business groups were more likely to go overseas than
independent firms.

These factors make it even more essential for entrepre-
neurs competing in the global marketplace to form link-
ages and alliances. A small entrepreneurial venture has
limited global resources and less international experience
than a large MNC. Hence the sharing of resources as well
as risks would help the entrepreneur to compete with the
larger incumbents. Furthermore, as the entrepreneurs and
MNCs likely possess complementary skills themselves
(the former bringing radical new product or process inno-
vation, the latter having considerable experience, access to
resources, and legitimacy, on a global scale), they may
actually form cooperative partnerships with each other.
Such partnerships between the incumbents and entrepre-
neurs may bring the innovation for the MNC, while secur-
ing resources and legitimacy that the new venture
requires. Further, when one MNC forms a partnership
with a high-tech firm, other MNCs may be forced to form
such partnerships as a competitive response.

As a result, if entrepreneurial ventures form linkages
with established MNCs early in their life, such as partner-
ships and strategic alliances, they will likely expand inter-
nationally more quickly as a result. Interestingly, Preece,
Miles, and Baetz (1999), using a bivariate variable, found
no relationship between strategic alliance formation and
international activity. Perhaps simply participating in joint
ventures and alliances alone is not associated with interna-
tionalization, as many new ventures form alliances yet rel-
atively few actually expand internationally immediately.
Even engaging in international interfirm cooperation with
the intent of selling internationally may not necessarily
result in international success for some firms, but rather
possessing the organizational capabilities to identify the
right international partners (possessing complementary
objectives as well as resources), maximize learning
throughout the network, and to effectively leverage net-
work resources to achieve competitive advantage globally,
will then likely be associated with international activity.

Proposition 5: New high-tech ventures that form link-
ages with established companies will demonstrate
greater international operations than firms that oper-
ate alone, if they possess organizational capabilities
to absorb and disseminate knowledge across the net-
work.
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In recent years, the combination of two increasingly
common trends may also contribute to the born global
phenomenon: the increasing use of outsourcing by large
corporations and the rapid evolution of new technologies.
MNC s increasingly globally outsource many functions to
outside firms (Kotabe 1998). Coupled with rapid techno-
logical innovation, much of it being developed and mar-
keted by entrepreneurs, this tendency is helping interna-
tional entrepreneurs to play a greater role in developing
and producing new innovative products and processes for
the major MNCs. Those firms serving these MNCs must
expand to where their clients operate. Miller and Parkhe
(1998) recognized the "follow the client" argument for
firms expanding internationally. In fact, many small ven-
tures are actually spin-offs of large firms, owe their success
primarily to being clients or suppliers to major MNCs, or
are part of a keiretsu-like network dominated by a large
MNC (Dunning 1995).

The established MNCs have long been internationally
focused, giving the entrepreneurial ventures a leg up on
international expansion. That is, the global orientation of
the MNCs coupled with their increasing inclination to out-
source to smaller firms producing new technologies, help
to encourage these entrepreneurial firms to operate
increasingly on an international scale.

Furthermore, for some industries, the market is viewed
on a global basis, not as distinct national boundaries.
Many young entrepreneurs have a single global market
perspective. Perlmutter (1969) recognized growing world
markets and international customers as forces that may
encourage greater geocentrism for MNCs. This seems to
be the case more and more for entrepreneurial ventures as
well, particularly those who possess a clear strategic objec-
tive of learning from their clients’ international experience
and expertise, and develop the organizational capabilities
to successfully integrate this knowledge into their own
operations. That is, the international orientation of their
clients will likely translate into an international orientation
for the new venture, likely resulting in increased interna-
tional sales for that venture.

Proposition 6: New high-tech ventures that serve MNC
clients will demonstrate greater international operations
than firms serving more single-country customers, if
they possess organizational capabilities to integrate and
apply their clients’ international knowledge.

Performance Implications

Because of the advantages that infrastructure may provide
for entrepreneurial ventures, firm performance (survival
and profitability) may depend upon the extent to which
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these ventures utilize this infrastructure. This article
argues that firms that operate as part of a network or plat-
form, whose standards may well likely be accepted glob-
ally, will demonstrate greater international operations, if
they possess the firm capabilities to learn. It is also argued
that firms which demonstrate this global reach will be able
to further exploit increasing returns to scale, increasing
marginal returns, and global legitimacy. As a result, these
firms should demonstrate superior performance.
Therefore,

Proposition 7: Younger and newer ventures that expand
internationally will demonstrate superior performance
than their domestic-only counterparts.

Model

The purpose of this research has been to develop theory
regarding international entrepreneurship. However,
empirical studies are needed, so the following section will
develop the model, suggest possible operationalizations
for the constructs in this article, and provide some sugges-
tions about how this model could be tested.

The independent variable would measure the degree to
which the firm utilizes infrastructure (interfirm resources),
including cost factors, global resources, and network
strategies. Specifically, this variable would include degree
of fixed costs, degree of network externalities, utilization
of global resources and an external infrastructure (such as
the Internet), alliances with MNCs, and major MNCs as
clients. Much of this data could be collected via question-
naire, or if available, secondary data reflecting Internet
sales, number of alliances, and client information.

Measuring the dependent variable Internationaliz-
ation would be critical for this study. The "percent of rev-
enue generated overseas" cut-off could distinguish the
international firms from domestic only, and would meas-
ure intensity. Alternatively, firms that seem to be the
most globally oriented (having operations in many dis-
tinct countries) as opposed to those that may do business
in fewer and a less diverse set of foreign markets. As
such, consistent with Preece, Miles, and Baetz (1999) as
well as Hout, Porter and Rudden (1982), an empirical
study should make a distinction between firms operating
internationally from those operating globally. Global
diversity (or scope) refers to targeting various distinct
market areas, such as Asia, Canada, Europe, Latin
America, and the United States. It is important to consid-
er both dimensions, because while it appears that high-
technology ventures are expanding internationally early,
it is also the case that managing disparate global opera-
tions is an immense undertaking for firms (Bartlett and
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Network factor

Infrastructure Internationalization
(Inter-firm resources) Intensity Performance
Industry cost factor Scope (Diversity)
Global resources factor Speed

Control Variables

capabilities

Firm strategy, organizational

Figure 1. Model of International Entrepreneurship

Ghoshal 1991; Hitt, Tyler, and Park 1995; Prahalad and
Doz 1987), but especially for new ventures. A good
empirical contribution for such a study could also con-
sider firms that enter into countries that are at various
stages of economic development as being more globally
diverse. That is, an American firm that enters the
Japanese market faces cultural and linguistic diversity.
An American firm that enters India faces cultural, lin-
guistic, and degree of market development diversity. The
third dimension of Internationalization could then be the
annual growth rate of international sales, or speed of
internationalization.

Finally, performance is measured in this model.
Altogether, the model measures whether interfirm
resources lead to increased international operations, then
whether that translates into superior performance. The
determining factor is whether the firm has a clear strategy
and possesses the capabilities to identify and integrate these
external resources. The final model is shown in Figure 1.

Conclusions

To test the above model, an industry would have to be
chosen that demonstrates the given constructs. The indus-
try would have to include many firms that rely on tradi-
tional as well as emerging infrastructures, such as the
Internet. There must be variability along the dimension of
the degree to which firms utilize the Internet (or whatever
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platform) to deliver their product or services as opposed
to traditional channels. The industry must also include a
large number of entrepreneurial startups that have recent-
ly formed, as well as firms that were formed over the last
10 to 20 years or so, to generate variability in firm size and
age. The industry should also include substantial interna-
tional activity as well as variability among the sampled
firms along this international dimension. Possible targets
where the theories posed in this article may be most appli-
cable include the software industry, publishing industry,
music industry (such as radio or sales of CDs), or financial
services industries.

The current study has proposed a model of internation-
al entrepreneurship and established propositions. The
study has drawn from and integrated various literature
streams, including infrastructure for entrepreneurship
(Van de Ven 1993), global sourcing (Swamidass 1993), and
alliance capitalism (Dunning 1995). How these concepts
reinforce each other and, as applied to interfirm
resources, are important in describing international entre-
preneurship, was addressed in this article. Some method-
ological issues were presented for an empirical research,
such as making suggestions about how internationaliza-
tion should be measured. Hopefully this article has pro-
vided some suggestions on how to pursue the theoretical
questions posed here as well as sparked some interest in
doing so.
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