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CONGRATULATORY MESSAGE 

                                                                   

My heartiest congratulation to all members. Specially, I would like to pay my respect and 

warm thanks to the editors and judges for their contributions and dedication to publishing APJIE 

Journal. 

 

AABI was established for the purpose of promoting business incubation activities by 

facilitating information exchange among Asian incubators, incubation clients and related 

organizations. On this point of basis, the APJIE should play a important role in its field. 

 

The publication of the APJIE represents the endeavors and efforts by academia and industry 

practitioners in the Asia Pacific region. It was evidenced by our international friends at the 17th 

AABI General Assembly held in Taiwan this year that there are more and more potential readers 

of this journal internationally. I hope that the APJIE will play its role as a case, model, sometimes 

theoretical background in incubation and the entrepreneurship field. 

 

While an upturn in the world economy is not yet certain, jobless economy growth and 

recovery is a hot global issue. I hope and believe that countries with more creative, innovative 

entrepreneurial motives will recover sooner and set up a new era of the global economy. 

 

I would like to express my special thanks to those who financially aided this journal - the 

SMBA of the Korean government and KISED (Korea Institute of Startup & Entrepreneurship 

Development). In the near future, I hope that more international readers will subscribe. This will 

motivate writers, editors, and our friends who play major roles in spreading innovation and 

entrepreneurship in their own countries. 

 

I always find that new innovative ideas come from cases, models, and practices that can be 

found in this journal. I ask all the friends and readers to introduce this journal to other people in 

their own countries. We look forward to this journal standing on its own in the near future. 

 

I once again would like to show my appreciation for the Editor-in-Chief, Professor Bong Jin 

Cho, and Editorial Board Members for their contributions. I also would like to thank R.M.P. 



 

 

Jawahar, the new President of AABI, and Dr. Benjamin Yuan, the former President of AABI, for 

their secretarial work at AABI. 

 

Thank you. 

 

 

Yeung-shik Kim  

Chairman 

Korea Business Incubation Association 



  

 

 

 

 

CONGRATULATORY MESSAGE   

 

Dear all,  

 

As the Director General of Small and Medium Enterprise Administration (SMEA), Ministry 

of Economic Affairs in Taiwan, Iôd like to congratulate on the publishing of Volume 5, No. 3 of 

Asia Pacific Journal of Innovation and Entrepreneurship (APJIE), the journal with focus on the 

issues of small and medium enterprises and entrepreneurship throughout Asia. The publication of 

this journal shall improve the networking of the AABI member countries and serve incubation 

practitioners among this area as well.  

 

During the past year, it has been a difficult time for countries around Asia as well as the 

world citizens. Incidents in other countries such as the tsunami that struck Japan and European 

debt crisis may also have impact on domestic economy in each region. Therefore, SMEs must 

constantly be aware that they shall work to upgrade capabilities in response to ever-increasing 

market competition. As the competent authority in Taiwan, SMEA has been enhancing SMEs by 

ensuring the necessary resources are available and the overall business environment is attainable.  

 

SMEA has implemented an Entrepreneurship Navigation Project in Taiwan to refine the 

SMEs into enterprises that are pioneering the industry, with high value-added innovation, and also 

being highly potential in emerging industry. SMEA also expect these SMEs can create more jobs, 

to utilize new technology, be able to promote their business in emerging market and also pioneer 

in it. The idea is to build incubation platforms for SME entrepreneurship and innovation based on 

three main strategies: improving incubation environment, establishing entrepreneurial information 

platform, and securing funding for new business start-up.  

 

Further to the programs above, SMEA also wish to benefit the start-ups and incubation 

practitioners through constructing international network with foreign correspondent organization. 

The recent example is to support several events in conjunction with Global Entrepreneurship 

Week (GEW) this year in Taiwan and received positive feedback on our efforts in globalization of 



 

 

the entrepreneurship and promoting international collaboration. Moreover, SMEA also dedicates 

to establish co-incubation relationship with foreign associations. It is believed that only when 

combine the resources from the alliance can the participants take advantage from the one another. 

Taiwan plans to continue with the GEW spirit and use ñStart-up Taiwanò as a branding concept to 

turn Taiwan into an entrepreneurial society. 

 

Therefore, I would like to express my gratitude to APJIE again for it serves as a 

communication platform of best practices in cultivating entrepreneurship. Hope everyone will 

enjoy information contain therein. 

 

 

 

Robert Sun-Quae Lai, Ph.D. 

Director General 

Small and Medium Enterprise Administration 

Ministry of Economic Affairs 

Taiwan, R.O.C. 
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INTRODUCTION  

 

Bong Jin Cho, Ph. D., Editor  in Chief 

 

Many scholars agree that the concept of entrepreneurship is an innovative, risky and 

proactive operational activities and/or orientation. It is also agreed among many scholars and 

practitioners that business performance should be a dependent variable of many other factors and 

the function of the interactions including among entrepreneurship and market environment. It is 

good and worthwhile to search for the factors that effectively contribute to the improvement of 

business performance. The role of APJIE is to publicize the findings of the researchers for the 

readers, and business practitioners to share the benefits of academic findings. In this volume of 

APJIE 5, No.3, we are more than happy to include two conceptual papers with three strong 

empirical research. They are contributors from the countries of Israel, Australia, South Korea, 

Germany, and co-authored by authors of the two countries of South Korea and the USA. This 

introduction is to provide condensed information for the people who need to understand the whole 

papers at glance.  

 

The first paper is ñUnique Characteristics of Born-again Global Firms and Their 

Relationships with International Performance.ò The authors elucidate the internationalization 

process of global firms by collecting data from publically-traded BaGsô annual reports and media 

such as printed and online newspapers and magazines. They focus on the born-again global firmsô 

path through the internationalization process. The authors examine the unique knowledge, 

domestic experience, top management team consensus, cultural distance between the domestic 

and target countries, and risk-taking as drivers of BaGsô performance in pursuit of the 

relationships between these factors and BaGsô international performance.  

 

The authors identified that BaGsô unique knowledge impacted their international 

performance while domestic experience has relatively little impact on the performance. The 

authors also found that the cultural distance is not related with firmsô international performance, 

and the degree of census among top management teams and international performance were 

related. They also found that the reduced risk-taking factor is important as a driver of international 

performance.   

 



Asia Pacific Journal of INNOVATION AND ENTREPRENEURSHIP  2 

The second paper is ñEmbracing Business Principles in the Third Sector: How Not-for 

Profits Take the Route from Traditional Charity Income Stream to More Entrepreneurial óSelf 

Generatingô Income Models.ò In this paper, the authors introduce academic definitions of "Not for 

Profits" (NFP) and "Social Enterprises" (SE) with the specific features and basic factors of the 

organizations including the common characteristics of social enterprises such as "enterprise 

orientation,"  "social aim," and "social ownership."  

 

The authors comparatively introduce the traditional revenue model and the alternatives to 

introduce the Revenue Models of NFP Business Incubators, which is a new type of social revenue 

model. The types of NFP Business Incubators are divided into four different kinds: [[1]] the real 

estate model,  [[2]] the university incubator, [[3]]the industrial or the government incubator, and 

[[4] ]the venture capital model and corporate venture model. This is an Australian academic 

perspective on the new social systems for solutions to the challenges for those organizations able 

to survive and grow in an environment that is becoming more hostile and difficult to navigate, 

while continuing to meet the needs of the communities that they serve.  

 

The third paper is ñCEOsô Entrepreneurial Networks, Markets and Performance: An 

Empirical Study.ò The authors analyze the impact of the antecedents of entrepreneursô networks, 

entrepreneurial orientation of CEOôs and market environment on the business performance. 

Especially, the researchers are testing the moderating effects on business performance of three 

kinds of entrepreneurial networks: social networks, market networks, and financial networks. The 

environmental orientation (H1), market environment (H2) and entrepreneurial network (H3) had a 

positive impact on the level of business performance respectively, while the two antecedent 

factors (H2 & H5) showed a partial relationship on the entrepreneurial network, respectively.  

 

The authors, however, found no significant moderating effect (H6) on the business 

performance of the client companies. The authors interpret that CEOôs entrepreneurial networking 

activities in the three spheres (social, financial and market networks) are very important as a 

significant direct impact on business performance was found. This result would be common 

sense; however, this topic has been scarcely proved through academic research such as this in the 

past.  

 

The fourth paper is ñIncubator Organizations as Entrepreneurship and SME Policy 

Instrument in Transition Economies: A Survey among Six Countries.ò This paper presents 
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evidence on the development, distribution and structural characteristics of incubators in six 

selected CEE countries: Poland, the Czech Republic, Slovakia, Lithuania, Estonia and Latvia. 

This paper describes the barriers to entrepreneurship and SME development in transition 

economies as well as the entrepreneurial opportunities through incubation organizations. The 

authors introduce the six incubator functionality of spatiality concentrated, subsidized rental space, 

collectively shared facilities, business assistance services, benefits of image and credibility, 

networking, helping start-ups to establish contacts to incubator-external actors and to gain access 

to their resources.  

 

The authors have collected data from the six countriesô incubation associations (PBICA, 

SSTP, LTICA, BASTIC) including Science Parks and Innovation Center Networks such as 

SPICA, IASP, EBN, WAINOVA, presenting country specific overviews of the six countries. The 

authors finally give recommendations for policy-makers: rigorous evaluations at an early stage of 

the start-up; avoiding efficiency-losses through over-support; concentration of incubators in urban 

centers; and preserving a good public image of the incubator idea. These recommendations are 

vital for long-term successful incubation processes, and might be seen as future guidelines for 

incubation in transition economies.   

 

The fifth and final paper is ñAn Investigation of the Mediating Role of Customer 

Satisfaction on PC Repurchase Intention.ò The purpose of this research is to test the impact of the 

dependent variables of product attribute, price, service level, image, and advertising on PC 

repurchase intention. This research found that the antecedent factors showed a positive impact on 

the repurchase intention of the PC product similar to the pure service items such as hotel, medical 

and entertainment services. As has been hypothesized, the researchers found the more the price is 

lowered, the higher the levels of functional and technical services, and the higher the technical 

and functional image of the product, the stronger the positive influence on customer satisfaction. 

 

The authors also found that the more favorable the advertising attitude, the stronger the 

positive influence on customer satisfaction. Naturally, the final hypothesis that the higher the 

level of customer satisfaction, the stronger the positive influence it will have on the repurchase 

intention level has been proved. This research has proven a positive relationship between 

customer satisfaction and repurchase intention for the tangible products different from the 

services that are characterized as perishable, un-separable, heterogeneous, and with no formalities, 

to the tangible product. 
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Finally, as always, the APJIE Desk is proud and much obliged to the authors of the five 

papers from Israel, Australia, South Korea, Germany, and the USA.  

 

We are very much grateful to the authors around the globe for their patience and efforts to 

revise the manuscripts following the instructions and recommendations of our rather fastidious 

reviewers. It was not an easy job either for the APJIE Desk to help with the process in the busy 

time of the Christmas holiday and coming New Yearôs season. The APJIE Desk is so grateful to 

the Review Board Members of the APJIE, who, despite the hustle and bustle of the year-end 

season, devoted their time and energy to improve the quality of the paper to the benefit and 

reading enjoyment of the readers. With all my heart, as the Chief Editor of APJIE, I owe my 

thanks to the Editorial Board Members of the APJIE.  

 

As always, the APJIE Desk would like to express our appreciation to the KOBIA (Korea 

Business Incubation Association, President, Yeung Shik Kim), AABI (President, Benjamin Yuan 

and Secretariat, Wang Zhen) and SMBA, Korea (Administrator, Jong Ho, Song) for financial 

support for the publication. Our special thanks go to NINA, Malaysia (President, Andrew Wong) 

once again for their expression of willingness to continue their support for the 2nd year of the 

APJIE publication. I am, as the Editor in Chief, most grateful for their continued financial support 

and encouragement in publishing the APJIE for the global readers. We are always pleased to 

serve our global readers who are heartily dedicated to devoting their time and energy for the 

development of the world economy. 

 

Thank you! 
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Unique Characteristics of Born-Again Global Firms 

and Their Relationships with International 

Performance
*
 

 

Sternberg Uri
**

 and Aviv Shoham
***

 

 

 

Abstract 

Recent processes of accelerated globalization have led firms to undertake innovative new 

international activities, which are often different from those described in existing models. 

Therefore, traditional models (i.e., stage models) cannot describe the internationalization process 

of some firms. Consequently, this research focuses on the born-again global (BaG) path for 

internationalization. The term BaG refers to a long-established domestic firm that seeks rapid 

internationalization. This qualitative research examined unique knowledge, domestic experience, 

top management team consensus, cultural distance between the domestic and target countries, 

and risk-taking as drivers of BaGsô performance. The findings substantiated the relationships 

between these factors and BaGsô international performance. 

 

 

Key words: internationalization, innovation, innovative internationalization, born-again 

global, entrepreneurship, entrepreneurial process, performance, unique knowledge, domestic 

experience, cultural distance. 

                                                 
* An earlier version of this paper was presented at the International Conference on Market, Marketing and 

Entrepreneurship (AUMEC), Antalya, TURKEY, April 2009. 
** 

Doctoral student in the area of marketing and strategy at the Graduate School of Management, University of Haifa, 

Israel, e-mail: uri.ste@gmail.com 
***

Head, Marketing Department, Director, PhD Program of the Graduate School of Management, Research Professor, 

University of Haifa, Israel, e-mail: ashoham@research.haifa.ac.il 
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Introduction  

 

Possible internationalization has become a strategic option for many firms. World markets 

have become increasingly global and competitive as trade barriers have been reduced or 

eliminated (Ohmae, 1995). These changes affect all firms, including domestic-only firms, which 

struggle to succeed as they compete with international firms entering their home markets. While 

early conceptualizations of internationalization viewed it as a stage-based process (Johanson and 

Vahlne, 1977), the increasing pace of globalization has led firms to seek innovative ways to 

internationalize. One option, termed ñborn globalò (BG), is used by young entrepreneurial 

ventures, which become international shortly after being established (McKinsey and Company, 

1993). Domestic firms could follow a different approach. Rather than following a gradual, stage-

based sequence, one group embraced rapid internationalization, similar to BGs, a group termed 

Born-again-Global (Bell, 1995; Bell et al., 2001). For example: Castro, Negev ceramics, and 

Wissotzky Tea are well-known Israeli firms, which have internationalized in line with the BaG 

path.  

Since the BaG phenomenon has been recognized, relatively few studies have reported on it. 

The limited literature has identified several unique characteristics of BaGs (Bell, 1995; Bell et al., 

2001; Marin et al., 2006). In addition, some BaGs are forced to internationalize because of the 

globalization of their home markets making traditional, stage-based, internationalization 

unfeasible; they are forced into rapid internationalization (Brush, 1992). Also, BaG 

internationalization has common characteristics with the innovation and entrepreneurial processes. 

Overall however, the links between BaGsô characteristics and their international 

performance have been under-researched. In light of the paucity of the BaG research, the 

objective of this research was to identify the characteristics of BaGs prior to internationalization 

that contribute to their international success, in order to expand the limited body of knowledge. In 

doing so, this study diverged from the case study approach of previous research by using a variety 

of public information sources. 

The remainder of the paper is organized as follows. First, the traditional internationalization 

path is reviewed, followed by a discussion of born-global firms. The literature review then 

discusses the BaGsô path of internationalization. A description of the study and its findings, 

followed by a discussion and implications sections conclude the paper. 

 

Literature Review 
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Internationalization can be an important stage in firmsô development (Barrett, 1986). Due to 

reductions in trade barriers, world markets have become more global and competition between 

firms has intensified (Ohmae, 1995). This has forced many firms to internationalize as a means to 

gain new customers and expand their sales en-route to viable market positions and survival (Brush, 

1992). In turn, the actions of such firms further speeds the globalization process (Hassan and 

Kaynak, 1994). Three internationalization processes have been recognized in the literature and are 

reviewed below: 

 

1) Stage-Based Internationalization Process 

Many firms internationalize gradually after they have established strong domestic positions 

[Table 1]. Such evolution, widely known as the Uppsala model, builds on knowledge and 

experience gained domestically (Aaby and Slater 1989; Johanson and Vahlne, 1977; Johanson 

and Wiedersheim, 1975). Internationalization is a gradual process, which relies initially on firms' 

domestic position and, later, on early international positions (Johanson and Wiedersheim, 1975). 

The process is influenced by the perceived geographical distance (Bell, 1995) and psychic 

distance (e.g., differences in culture, language, and level of industrial development) between 

domestic and foreign markets, which can prevent or distort information flows between firms, reps, 

and customers (Johanson and Vahlne, 1977).  

Following the Uppsala model, internationalization was conceived as a 'gradual' expansion to 

new overseas markets, based on firmsô knowledge and experience (Johanson and Vahlne, 1977; 

Johanson and Wiedersheim, 1975). The model revised was recently revised and adjusted to the 

current business environment (Johanson and Vahlne, 2009). The model describes 

internationalization along four consecutive stages: irregular exports, export via independent reps, 

overseas sales subsidiary, and overseas production (Johanson and Vahlne, 1977, 1990). 

Alternative stage-based model are innovation-based (Bilkey and Tesar, 1977; Cavusgil, 1980; 

Czinkota, 1982; Reid, 1981). All stage-based models conceptualize internationalization as an 

evolving sequence of entry to international markets, which require gradually increasing 

commitment of resources (Bilkey and Tesar, 1977; Cavusgil, 1980; Reid, 1981).   

Andersen (1993) claimed that innovation-based internationalization models and the Uppsala 

model were equivalent and inflexible. The models present a structured progression along stages, 

define only one route for firmsô internationalization, and neglect other forms of 

internationalization. Gradual models were also criticized for not reflecting firmsô actual behavior 

and for not being applicable to new types of firms, such as hi-tech or service providers (Axinn and 

Matthyssens, 2002; Bell, 1995). 
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Brush (1992) found that 13% of small U.S. manufacturers started to internationalize during 

their first year of operation, in contradiction to the basic assumption of the gradual models. 

Likewise et al. (1985) concluded that Swedish firmsô operations in Japan deviated from the 

assumptions of stage-based models. Similar findings contradicting the traditional models for some 

firms have been reported in Canada (Preece et al., 1999), Denmark (Christensen and Jacobsen, 

1996), the U.K. (Turnbull, 1987), and Australia (Rennie, 1993).  

 

[Table 1] Examples of Research on Stage-Based Internationalization Models 

Source Recognized Internationalization Stages 

Johanson and 

Wiedersheim-Paul 

(1975) 

Stage 1: No regular export activities. 

Stage 2: Export via oversea agents. 

Stage 3: Establishment of an oversea sales subsidiary. 

Stage 4: Oversea production manufacturing. 

Bilkey and Teasar 

(1977) 

Stage 1: Lack of interest in exporting. 

Stage 2: Willingness to fill export orders. 

Stage 3: Willingness to consider options export activity. 

Stage 4: Firm is an experienced exporter. 

Stage 5: Firm look to export to psychological distance country. 

Cavusgil 

(1980) 

Stage 1: Domestic marketing only. 

Stage 2: Pre-export stage. 

Stage 3: Experimental activities in psychological distant markets. 

Stage 4: Active involvement. 

Stage 5: Committed involvement. 

Czinkota 

(1982) 

Stage 1: Completely un-interested firm. 

Stage 2: Partially interested firm. 

Stage 3: Exploring firm.  

Stage 4: Experimental exporter. 

Stage 5: Experienced small exporter. 

Stage 6: Experienced large exporter. 

 

2) Born Global Internationalization  Process 

The globalization of industries and internationalization of many firms have decreased the 

level of uncertainly in internationalization. These changes reduce the importance of the basic 

mechanisms of incremental internationalization (the stage-based models), which could no longer 

explain internationalization processes of all firmsô, especially for small- and medium-sized firms 
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(Hedlund and Kverneland, 1985; Turnbull, 1987). This lacuna was observed by Knight and 

Cavusgil (1996), who cited studies in which sampled firms internationalized along non-stage-

based processes.  

The phenomenon of born global (BG) firms (Knight and Cavusgil, 1996; McDougall and 

Oviatt, 1991) exemplifies challenges to stage-based models. BGs, identified in the USA, France, 

Denmark, Norway, Finland, Ireland, Canada, and Australia, internationalize rapidly early after 

being established [Table 2] (Bell, 1995; Chetty and Campbell-Hunt, 2004; Knight, 1997; 

McKinsey and Company, 1993; Moen and Servais, 2002; Preece et al., 1999; Rennie, 1993). BGs 

have few domestic activities prior to internationalization (Knight, 1997). Unlike the Uppsala 

model, in which progress is largely determined by geographical and cultural distances between 

the home and target markets, BGs' internationalization is mostly affected by factors such as local 

and foreign customers, niche markets, and industry demand (Bell, 1995). The main drivers of BGs 

to internationalize are to create a competitive advantage, cover heavy R&D costs, and create early 

profits by operating on a large scale to service mass markets (Preece et al., 1999). Compared with 

firms that become internationalize gradually, BGs tend to be more entrepreneurial in 

internationalizing (Rialp et al., 2005). 

 

[Table 2] Research on BGs Compared with Stage-Based Internationalization 

Source Main Findings 

Madsen and Servais 

(1997) 

Capabilities and environments are more relevant for understanding 

the BG phenomenon than the Uppsala model. 

Shoham (1999) 
Noted differences between strategy and performance of firms 

followed BG compared to traditional Internationalization. 

Fillis (2001) 
Presents conflicts between the internationalization theory and the 

"instant global" (BG). 

Moen and Servais 

(2002) 

None of the stage process models can fully explain BGs. Changes 

are required in order to increase the model's explanatory power. 

Luostarinen and 

Gabrielsson (2006) 
BGs do not internationalize according to stage models. 

 

3) Born Again Global Internationalization  Process 

Recently, a new challenge to gradual internationalization was posed by long-established 

domestic firms embracing rapid- and innovative- internationalization. Born again global firms 
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(BaGs) have unique characteristics compared to firms following the traditional stage- or BG-

based internationalization (Bell, 1995; Bell et al., 2001). The same forces of globalizing markets 

that created the BG phenomenon also drive established domestic firms into rapid 

internationalization (Brush, 1992). Hence, BaGs exhibit characteristics of firms following both 

stage- and the BG-based models. Accordingly, understanding BaGsô internationalization warrants 

a new research approach to study their unique managerial processes and marketing as they follow 

this new pathway to globalization (Marin et al., 2006).  

Since BaGs, also termed Re-Born Global, have only been recognized recently, the literature 

discussing this group is limited (Marin et al., 2006). Bell et al. (2003) developed a model to 

explain the three routes to globalization of small firms based on the impact of the external and 

internal environments on the decision to internationalize, one of which being the BaG path. 

However, their model was descriptive and did not address the process such firms follow as they 

internationalize or the marketing mix used. Moreover, the model did not address the relationships 

between the strategies used during such internationalization and performance.       

Until recent years, the global spread of old and well-established BaGs was conceived as a 

special case of the BG phenomenon (Svensson, 2006). For example, Efrat (2008) examined the 

impacts of external and internal factors on BGsô international entry modes and the influence of 

these on performance. However, BaGs differ from BGs in important ways, such as the firm age, 

background, experience, motivation for internationalization, et cetera. These differences are likely 

to affect their internationalization drivers, as well as their performance. BaGs studies, similar to 

Efrat's 2008 study on BGs, have not been reported yet. 

BaG is an internationalization process with strong innovative characteristics. Organization 

innovation was defined as the extent to which the organization is willing to engage and to support 

new, experimental, and creative ideas, which could, perhaps, lead to processes, services or new 

technologies (Lumpkin and Dess, 1996). As a complement to this definition, organization 

innovation can also indicate a firm's ability to develop and manufacture new products rapidly 

(Hurley and Hult, 1998). Similar to innovation, the BaG firm is required to be able to adapt to a 

changing environment and demonstrate new ways of thinking in order to succeed in addressing 

the challenges posed by the process. 

The entrepreneurial process resembles the BaG internationalization process as well. The 

entrepreneurial process evolves through a stages-base sequence in which the initial steps lead to 

later stages and enhance these later stagesô probability of success (Bygrave, 2004; Van Der Veen 

and Wakkee, 2004). The BaG process of internationalization is also based on achievements 

obtained at earlier stages which ensure the success in the later stages of the process. Additionally,  
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much like the holistic entrepreneurial process, which influenced by its environment and in which 

top management has a critical role, the BaG multi-dimensional internationalization process is also 

impacted by the environment (Bygrave and Hofer, 1991).  

Given these parallels between the BaG process and the entrepreneurship and innovation 

processes, it stands to reason that their underlying are also similar, though not identical. Namely, 

the BaG process has additional properties, which extend beyond those of the innovation and 

entrepreneurial processes.  

In light of this lacuna, this research examines the BaG phenomenon and its consequences at 

the firm level. The research uses an existing definition of BaGs. Specifically, BaGs are usually 

small- or medium-sized and 10-20 years old firms, which internationalize within 2-5 years from 

their first international involvement. After the period of rapid internationalization, the majority of 

the firmôs sales are international (Bell et al., 2001). 

 

Research Propositions  

 

Previous research has not assessed the characteristics of BaGs that contribute to their 

performance. In light of the paucity of the BaG literature, this paper includes propositions (rather 

than hypotheses) identifying the characteristics contributing to BaGsô success. 

One change in international markets over recent decades is their globalization (Levitt, 1984), 

which is a major driver of the BaG pathway for internationalization. Old domestic firms recognize 

the necessity to internationalize in order to survive the new competition they face from locally 

globalizing firms and international firms entering their home market (Brush, 1992; Ohmae, 1995). 

In other words, domestic-only firms become BaGs under two conditions. First, the BaG approach 

might be appealing to a focal firm when firms in its domestic markets internationalize, leading to 

enhanced competitive positions for these firms. Second, the probability of becoming a BaG 

should be enhanced when global firms enter the focal firmôs domestic market. In such situations, 

the focal firm might be at a competitive disadvantage due to the larger size of entrant firms. 

The first three propositions are based on the resource-based view of the firm (RBV; 

Wernerfelt, 1984). RBV has become a key model for understanding cases in which companies 

with particular skills and capabilities out-perform their rivals. The core assumption of RBV is that 

competitive advantages are desirable to the extent that they make a firm outperform other firms. 

Some of the major capabilities of firms are created during the years in which they are in operation, 

including unique knowledge, technical know-how, reputation, and brand awareness (Chamberlin, 

1933; Day, 1994; Hall, 1992).  
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 International performance of established domestic firms following the stage-based sequence 

is related positively with their unique domestic knowledge and experience (Johanson and Valne, 

1977; Johanson and Wiedersheim, 1975) gained from enjoying a strong position in their domestic 

market before they start to internationalize (Bilkey and Tesar, 1977; Johanson and Wiedersheim, 

1975). Zahra et al. (2000) found a positive relationship between unique knowledge and 

international performance in new ventures. Others found that firmsô unique knowledge (McEvily 

and Chakravarthy, 2002) especially in creation of unique R&D knowledge (Kotabe et al., 2002) 

provides performance-enhancing advantages. Thus, the same resources could improve BaGsô 

performance as well. Accordingly: 

 

P1    BaGsô unique knowledge is related positively with their international performance. 

P2    BaGsô domestic experience is related positively with their international performance. 

 

Internationalization is a complex process, which affects many firmsô departments (Barrett, 

1986). Previous research has documented a positive relationship between top management 

consensus about goals, strategies, and environmental perceptions, and firm performance 

(Bourgeois, 1980; Dess and Keats, 1987; Wu and Leung, 2005). 

Several studies have found similar findings regarding the relation between consensus and 

performance. Top management team consensus about goals and strategies was positively related 

to performance (Dess, 1987; Kellermanns et al., 2011; Luo, 2005). Others have emphasized the 

importance of consensus about strategy over consensus about goals as performance driver. 

However, consensus about goals and strategy enhanced performance (Bourgeois, 1980; Lohrke 

and Bruton, 1997). Top management consensus on environmental perceptions was also positively 

related with performance (Knight, 2001; Priem, 1990). 

In general, in order for a firm to succeed in its internationalization process, especially when 

following the non-traditional BaG path, consensus within top management teams is needed. Such 

consensus about goals, strategies, and environmental perceptions should contribute to 

internationalization success. Thus: 

 

P3  BaGsô top management consensus on goals (P3a), strategies (P3b), and environmental 

perceptions (P3c) during internationalization is related positively with international 

performance.   

 

Cultural distance refers to the closeness of countries on cultural values and norms (Kogut  
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and Singh, 1988; Sousa and Bradley, 2006). The literature implies that cultural distance is related 

with international performance.  

Culturally close countries are similar, and similarities are easier to manage than differences. 

In order to perform better in the international arena, firms must take advantage of knowledge and 

experience accumulated domestically. However, as cultural distance and inconsistencies in values 

and institutions between domestic and target countries increase, building on domestic knowledge 

and experience becomes exceedingly more difficult, leading to lower performance. Hence, firms 

should (and do) perform better in close cultural-distance markets as opposed to large cultural-

distance ones. When firms enter new and unfamiliar markets, the disparity in national cultures 

lowers performance (Johanson and Vahlne, 1977, 1990; Johanson and Wiedersheim-Paul, 1975; 

Li and Guisinger, 1991; Luo and Peng, 1999; Nordstrom and Vahlne, 1994; Vahlne and 

Wiedersheim-Paul, 1977). Operating in culturally distant countries leads firms to increase 

spending on training, monitoring, cost controlling, and organizing operations thus lowering 

performance (Brouthers and Brouthers, 2001; Egelhoff, 1982; Schneider and DeMeyer, 1991). 

Drawing a parallel to operations of BaGs: 

 

P4   Cultural distance between BaGsô domestic and target countries is related negatively 

with their international performance. 

 

Method  

 

We followed Bell et al.ôs (2001) definition of BaGs and of BaGsô international performance, 

which applies to firms in different stages of internationalization (see also Aulakh and Kotabe, 

1997). Qualitative data for this paper was drawn from publicly available sources about BaGs and 

their international activities. Data were collected from the media (i.e., printed and online 

newspapers and magazines) and from Publicly-traded BaGsô annual reports. Analysis of data was 

conducted as information became available. The analysis attempted to identify recurring themes 

and their inter-relationships. Data for additional firms were added until no new themes and inter-

relationships were uncovered. The analysis was used to assess the research propositions. 

Obtaining acceptable reliability and validity is important in qualitative and quantitative 

studies, more so in the former, when subjectivity is an issue (Daymon and Holloway, 2002). 

Hence, several steps were used during data collection and analyses. All data were logged in 

maximal detail to allow other researchers to follow the same process and re-assess the findings. 

One major threat to validity in qualitative research, namely observer effect (the effect the presence 
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of an observer has on participants) was avoided here since data were collected from public 

sources, rather than in interviews. 

Internal coherence of the findings in the data analysis phase can be achieved by 

crosschecking the results (Yin, 1994). Accordingly, one co-author crosschecked the findings to 

ensure the internal coherence. Additionally, the second co-author than reviewed the raw data and 

re-analyzed it. The two co-authors then discussed the slight inconsistencies in the two analyses 

and resolved them through a consultation process. 

Notably, no new themes or relationships were identified after fifteen companies. Hence, the 

analysis below relates to these fifteen firms. The list of firms and their characteristics appear in 

[Table 3]. 

 

[Table 3] Characteristics of Analyzed Firms 

Firm  

Product/  

Main 

Industry  

Year of 

Establishment/ 

Year of First 

International 

Involvement 

International  

Activity 2 -5 

Years After 

First International  

 Involvement 

Countries of Operation 

2-5 Years After  

First International 

Involvement 

Fox-Wizel 
Clothing 

Stores 
1992/2004 

17% of sales are 

international 

Australia, Bulgaria, 

Canada, China, Croatia, 

Germany, Italy, Moldova, 

Panama, Philippines, 

Romania, Russia, 

Singapore, and Thailand 

Sabon Soaps 1997/2003 

50 of 80 stores  

and the majority  

of sales are 

international 

Belgium, Canada, Italy, 

Japan, Netherland, Poland, 

Romania, and USA 

Michal 

Negarin 
Jewelry 1988/1996 

80% of sales are 

international 

Australia, Brazil, Canada, 

Croatia, France, Germany, 

Italy, Japan, Mexico, 

Netherland, Singapore,  

Spain, Switzerland,  

Taiwan, UK, and USA 

Max 

Brenner 

Chocolate 

and  

Chocolate 

Shops 

1995/2000 
17 of 24 stores 

are international 

Australia, Canada, 

Philippines, Singapore, 

South Africa, UK,  

and USA 

Dorot 

Frozen  

Garlic and 

Herbs 

Products 

1992/1998 
Most sales are 

international 

Canada, Denmark, Finland, 

Germany, Hungary, South 

Africa, Spain, Sweden,  

UK, and USA 
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Firm  

Product/  

Main 

Industry  

Year of 

Establishment/ 

Year of First 

International 

Involvement 

International  

Activity 2 -5 

Years After 

First International  

 Involvement 

Countries of Operation 

2-5 Years After  

First International 

Involvement 

Negev 

Ceramics 

and Granite 

Porcelain 

Flooring 

1995 

(re-established) 

/ 2005 

6.3% of sales are 

international 

Belgium, Brazil, Canada, 

Finland, Germany, Russia, 

Netherland, Romania,  

South Africa, and USA 

M-L 

(Matimli) 

Fashionable 

Closing in 

Large Sizes 

1991/2003 
11% of sales are 

international 

Cyprus, Greece, Romania, 

and Turkey 

Magnolia 

Silver 

Silver 

Jewelry 
1993/2003 

41 of 103 stores 

are international 

Australia, Canada,  

Hungary, Netherland, 

Portugal, Spain, UK, and 

USA 

Lachmi 

Bakery 

High- 

Quality 

Pastries 

1981/2000 

Over 50% of 

sales are 

international 

Australia, Belgium, Canada, 

France, Germany, Japan, 

Netherland, New Zealand, 

Philippines, Russia, Spain, 

Sweden, UK, and USA. 

Castro 
Clothing 

Stores 
1985/2004 

46 of 162 stores 

are international 

Germany, Netherland, 

Romania, Russia, 

Switzerland, and Thailand. 

Abadi 

Bakery 

Savory 

Cookies 

1991 

(re-established) 

/ 2002 

30% of sales are 

international 

Australia, Belgium, Canada, 

China, France, Germany, 

Japan, Netherland, UK,  

and USA 

Gad 

Dairy 
Cheeses 1980/2001 

15% of sales are 

international 

Belgium, Canada, France, 

Germany, Hungary, Italy, 

UK, and USA 

Gamila 

Secret 
Soaps 1984/2004 

Over 50% of 

sales are 

international 

Belgium, France, Germany, 

Hungary, Japan, Poland, 

Netherland, Portugal,  

Spain, UK, and USA 

Mevushelet 
Prepared 

Meals 
1988/2002 

10% of sales are 

international 

Austria, China, Croatia, 

France, Hungary, Spain, 

Turkey, UK, and USA 

Wissotzky Tea 

1993 (re-

established)/ 

2001 

5% of sales are 

international 

Australia, Belgium, Brazil, 

Canada, Cyprus, France, 

Germany, Japan, Mexico, 

Panama, Russia, South 

Africa, Switzerland, UK, 

and USA 
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Analysis 

 

The themes and inter-relationships are discussed first, in the order of the research 

propositions. Then, a new proposition is developed based the one unexpected theme uncovered in 

the analysis. The overall findings are shown in [Table 4]. 

 

[Table 4] Research Findings 

 Firms Exhibiting  

the Antecedent 

Proportion of Firms 

Exhibiting the 

Antecedent Theme 

Strength of 

Support to 

Proposition 

Unique 

Knowledge (P1) 

Fox-Wizel, Sabon, Michal 

Negarin, Max Brenner, Dorot, 

Negev , Magnolia Silver, 

Lachmi Bakery, Castro, 

Abadi Bakery, Gamila Secret, 

Mevushelet, and Wissotzky. 

87% (13/15 firms) High 

Domestic 

Experience (P2) 

Fox-Wizel, Dorot, Negev, 

Lachmi Bakery, Castro, Gad 

Dairy, Mevushelet, and 

Wissotzky. 

53% (8/15 firms) Medium 

Consensus among 

Top Management 

Team (P3) 

Fox-Wizel, Sabon, Michal 

Negarin, Max Brenner, 

Castro, and Wissotzky. 

40% (found for  

six firms;  

data not found 

for nine firms) 

High 

Low Cultural 

Distance between 

the Domestic and 

Target Countries (P4) 

Sabon 6% (1/15 firms) 
Very Low 

(Disconfirmed). 

Reduce Risk 

Taking while 

Internationalization 

(P5) 

Fox-Wizel, Sabon, Michal 

Negarin, Max Brenner, 

Negev, Magnolia Silver, 

Castro, Abadi Bakery, Gad 

Dairy, Gamila Secret, and 

Wissotzky 

73% (11/15 firms) 

Medium-High 

for theme 

existence. 

No support for 

its performance 

implications 

 

Unique knowledge and experience gained domestically should be related positively with 

international performance when established domestic firms follow a stage-based sequence 

(Johanson and Valne, 1977; Johanson and Wiedersheim, 1975). Accordingly, this research 
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assessed if BaGsô unique knowledge (P1) and domestic experience (P2) are related positively 

with their international performance. 

In support of P1, thirteen of the fifteen firms have had vast unique knowledge prior to their 

initial international involvement. Such knowledge had a major impact on these firmsô local 

success and helped them gain a leading position in the domestic market within a relatively short 

period. When they turned international, this unique knowledge contributed to a high-performance 

internationalization process, evidenced in rapidly gaining strong market positions. The four 

quotes below exemplify supporting data for P1. 

 

The rapid growth [of Sabon] was caused by the unique concept of the chain 

(http://www.news1.co.il/Archive/0020-D-134865-00.html?tag=00-28-15). 

Unique designs, rich variety, and warranty on all jewelry - led Magnolia be a leading 

global firm for handmade silver jewelry (http://www.magnolia-silver.co.il˸ ˣˡˣ˞/). 

The numerous new developments, amazing new tiles, and revolutionary new ideas secure our 

position as a leading international supplier (http://www.negev-new.co.il/BuildaGate5/ 

general2/data_card.php?U=no&SiteName=negeve&ItemID=21193&ValuePage=Card1). 

The magic of Lachmi conquers audiences in many countries and today the world's 

largest chains spread it pastry (http://www.lachmi.com/world.asp). 

The rumors about the finest soaps passed by word of mouth and orders have grown; the 

business of Gamila began to grow (http://www.hasod.co.il/articles/Gamila_Secret.htm). 

 

In sum, firmsô unique knowledge appears to enhance their international success. This 

repeated theme supports P1, namely that unique knowledge indeed drives BaGsô international 

performance. 

Support for P2 was of medium strength ï eight of the fifteen firms have had extensive 

domestic experience prior to their first international involvement. Such experience contributed to 

their international performance. The following quotes about Mevushelet, Wissotzky, and Negev 

illustrate this relationship. 

 

Many years of experienceémade it! It made Mevushelet the leading manufacturer and supplier 

of prepared hot meals (http://www.mevushelet.co.il/category.php?id_category=26). 

Over the years, Wissotzky has led due to its vast experience...and its ability to develop and 

implement new trends in the industry (http://www.news1.co.il/Archive/0020-D-58733-

00.html?tag=06-40-34). 

 

http://www.news1.co.il/Archive/0020-D-134865-00.html?tag=00-28-15
http://www.magnolia-silver.co.il/אודות
http://www.negev-new.co.il/BuildaGate5/%20general2/data_card.php?U=no&SiteName=negeve&ItemID=21193&ValuePage=Card1
http://www.negev-new.co.il/BuildaGate5/%20general2/data_card.php?U=no&SiteName=negeve&ItemID=21193&ValuePage=Card1
http://www.lachmi.com/world.asp
http://www.hasod.co.il/articles/Gamila_Secret.htm
http://www.mevushelet.co.il/category.php?id_category=26
http://www.news1.co.il/Archive/0020-D-58733-00.html?tag=06-40-34
http://www.news1.co.il/Archive/0020-D-58733-00.html?tag=06-40-34
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We have had to cope with competition on a daily basis; this has led us to sharpen our skills 

as a means to succeed. Then, when ventured out [of Israel], dealing [with difficulties] was 

less difficult (http://www.globes.co.il/serve/globes/printwindow.asp?did=864689). 

 

However, some firms enjoyed rapid domestic success and had faced only few difficult 

domestic situations. Thus, for these firms, domestic experience could not have been a major driver 

of international success. for example, Dorot enjoyed rapid domestic success before 

internationalization. Thus, regardless of Dorotôs level of international performance, it could not 

have resulted from extensive domestic experience. 

 

The plant was established in 1992 and turned into a meteoric success story 

(http://www.dorot.co.il/Eng/Index.asp?ArticleID=28&CategoryID=22) 

 

In sum, support for P2 was modest. Hence, domestic experience and international 

performance are moderately related (P2). 

Turning to P3, previous research has established that top management consensus about goals, 

strategies, and environment enhances firmsô performance (Bourgeois 1980; Dess 1987; Dess and 

Keats 1987; Wu and Leung 2005). Thus, P3 suggested that consensus on internationalization 

goals (P3a), strategies (P3b), and environmental perceptions (P3c) within BaGsô top management 

teams should drive international performance. Unfortunately, most firms do not disclose details 

about top management team consensus and data was available for only six firms. Consensus, in 

general, was identified as performance driving in all six, 

 

I have five deputy general directors. I sit with them to determine the content and 

parameters of success...core values of our organization based on the foundations of 

teamwork, enthusiasm services 

 (http://www.themarker.com/tmc/article.jhtml?ElementId=skira20090709_1098693) 

The purpose of the new appointments is to strengthen the company's administration with 

the beginning expansion in international markets 

 (http://www.bizportal.co.il/shukhahon/biznews02.shtml?mid=77353) 

 

Notably, some firms were managed by a director with sole authority and power. Such cases 

demonstrate ñconsensus-of-oneò as is evident in the Wissotzky example below. 

 

 

http://www.globes.co.il/serve/globes/printwindow.asp?did=864689
http://www.dorot.co.il/Eng/Index.asp?ArticleID=28&CategoryID=22
http://www.themarker.com/tmc/article.jhtml?ElementId=skira20090709_1098693
http://www.bizportal.co.il/shukhahon/biznews02.shtml?mid=77353
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Zidler runs the business as it sees fit, and he commands it to this day with a high hand - 

from the strategic investment decisions to the new tastes the company will launch 

 (http://finance.walla.co.il/?w=/114/1045615) 

 

Importantly, while top management consensus drove performance, the data were not detailed 

enough to assess such consensus at the specific levels of goals, strategies, and environmental 

perceptions. Accordingly, the general proposition was supported and consensus within the firm 

top management team is related positively with international performance (P3). The contributions 

of consensus elements to performance remain unclear. 

Operating in culturally close countries should be easier than in culturally distant countries. 

Hence, P4 suggested that firms should perform better in culturally close than in culturally distant 

markets (Johanson and Vahlne, 1977, 1990; Johanson and Wiedersheim-Paul, 1975; Nordstrom 

and Vahlne, 1994; Vahlne and Wiedersheim-Paul, 1977).  

In order to examine for each firm whether it is operates only in countries with low cultural 

distance compared to it country of origin or whether it is also operates in countries with high 

cultural distance compared to its domestic country, we used the four dimensions of cultural 

distance: Masculinity vs. femininity, Individualism vs. collectivism, uncertainly avoidance, and 

Power distance. The cultural distance of each country compared to its domestic country, Israel, 

was calculated using the formula developed by Kogut and Singh (1988): 

 

Where     stands for the index for the ith cultural dimension and jth country,      is the 

variance of the index of the ith dimension, Is indicates Israel, and         is cultural distance of the 

jth country from Israel. We then examined whether each firm operated only in close countries or 

if they operated in distant markets as well. 

Fourteen firms operated in culturally close and distant. This practice was paramount even 

though the data suggested that firms understood and appreciated the difficulties arising from such 

market spreads. For example, Sabon recognized the impact of cultural distance between Israel and 

the USA.   

 

There were cultural differenceséAmerican customers were much more interested in 

knowing how the products were made and what their ingredients were. He [Hasson] 

also notes differing tastes.(http://www.businessweek.com/smallbiz/content/sep2006/ 

sb20060928_424913.htm?chan=rss_topEmailedStories_ssi_5) 

http://finance.walla.co.il/?w=/114/1045615
http://www.businessweek.com/smallbiz/content/sep2006/%20sb20060928_424913.htm?chan=rss_topEmailedStories_ssi_5
http://www.businessweek.com/smallbiz/content/sep2006/%20sb20060928_424913.htm?chan=rss_topEmailedStories_ssi_5
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Contrary to P4, firmsô international success was independent of the spread of cultural 

distance of their target markets. Moreover, firms operating only in low-medium cultural distance 

countries did not outperform firms operating in a combination of target markets with larger 

cultural distance. Hence, the data provide no support for a relationship between cultural distance 

to target countries and international performance (P4). 

Beyond P1-4, we recognize a new theme emerging in the analysis. This theme deals with the 

level of risk firms undertake when they begin their internationalization process. When firms 

encounter low risk levels, their maneuverability is improved and the resources available to cope 

with the difficulties of the process are increased. Thus, a new proposition emerges from the 

analysis, namely that the level of risk inherent in internationalization of BaGs is related negatively 

with their international success (P5). Formally: 

 

P5  Reduced risk-taking in early internationalization phases is related positively with 

international performance. 

 

In support of the risk-reduction theme of P5, eleven firms aimed to reduce the 

internationalization risks. While independent activity is preferred in low-risk situations (Brouthers, 

2002), risk-reducing international entry and expansion strategies are needed in high-risk ones. 

One approach to reduce risk is to use franchising. Franchising allows the internationalizing firms 

to increase their buying at no additional costs (Kaufman and Stanworth, 1995; Knight, 1984; 

Stanworth and Curran, 1999). The examples below demonstrate risk-reduction as the major 

reason for Foxôs use of franchising and Castroôs perception that using franchising in international 

spreading reduces investments and risks. 

 

Fox does not risk the investment of establishing chains in other countriesé [Fox] enjoy 

the income of franchisees fee (http://www.globes.co.il/news/article.aspx?did=942505) 

From a letter published by Castro before the beginning of overseas activity: 

"Assessment by Castro, the investment in the project [activity in Germany] during the 

next two years will not be significant" 

(http://maya.tase.co.il/bursa/report.asp?report_cd=77131)  

Castro's action strategy abroad was very simple... working with franchisees 

(http://www.bizportal.co.il/shukhahon/biznews02.shtml?mid=169978) 

 

Unfortunately, the data did not substantiate the risk-reduction strategies-performance link.  

http://www.globes.co.il/news/article.aspx?did=942505
http://maya.tase.co.il/bursa/report.asp?report_cd=77131
http://www.bizportal.co.il/shukhahon/biznews02.shtml?mid=169978
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Further research should examine this link directly. While most firms search for ways to reduce 

risks when they internationalize, we can only form a non-directional proposition at this time. 

Reducing risks in internationalization are related with international performance (P5). 

 

Discussion 

 

Limitations  of This Research 

This research used a qualitative approach and information about BaGs firms and their 

international business activities was collected from public data sources such as business media, 

annual reports, and firms' Web sites. This data collection method has some drawbacks. For 

example, only limited information was available on some issues for some firms. Additionally, 

data availability for small firms is often limited due to the fact that such firms do not get media 

coverage. They are also not obliged to publish annual reports. However, this methodology has 

several advantages. First, data collection does not depend on managers' willingness to cooperate 

and answer the various issues. It also removed the possibility of biased answers from managers, 

who might wish to over-emphasize their roles or over-report the achievements of their firms.  

Second, this research was performed using fifteen Israeli firms. Generalizations should be 

handled with care due to the relatively small sample size. Moreover, caution is needed when 

generalizing the findings to firms from other countries.  

These limitations notwithstanding, this research sought to identify the characteristics of 

firms pursuing the BaG internationalization process as well as strategies that would raise their 

performance. The BaG model has only been recently recognized and little is known about the 

internationalization process of such firms. My research adds to the literature by expanding 

existing knowledge of companies pursuing the BaG approach to internationalization and the 

characteristics that enhance their international performance. 

Due to the fact that BaGs are expected to exhibit characteristics of firms following the 

traditional and BG internationalization models, this research examined the characteristics that 

were predicted to be the influential by the two models. The findings are discussed below. 

We found that BaGsô unique knowledge impacted their international performance. This 

confirms Johanson and Valne (1977) and Johanson and Wiedersheim (1975) description of the 

traditional internationalization process across types of firms (Zahra et al., 2000; McEvily and 

Chakravarthy, 2002). However, unlike previous studies (Bilkey and Tesar, 1977; Johanson and 

Wiedersheim, 1975), which viewed firmô domestic experience as a substitute for unique 

knowledge, our research suggests that domestic experience has relatively little impact on the 
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international performance of BaGs. This distinguishes between the BaG model and the traditional 

model. The explicit need of the firm for unique, non-domestic-based knowledge might be 

indicative of changes in the era of globalization. The experience gained domestically, which 

contributed to success before the era of globalization, has become less effective in coping with the 

unique challenges facing the firm today. These changes notwithstanding, even in the global era 

firms must be able to market something new and unique to succeed. Therefore, unique knowledge 

retained its performance-enhancing role in the BaG, which is similar to its role in traditional 

internationalization models. 

Further studies are required to assess the exact nature of the relationship between unique 

knowledge and its contribution to international performance. Notably, such knowledge may have 

been generated in previous international endeavors. However, it might have also resulted from 

experience acquired in the domestic market. In other words, it might be that domestic experience 

as an antecedents of unique knowledge, a possibility not explored here and worthy of further 

research. 

Globalization has greatly influenced the international markets (Brush, 1992; Hassan and 

Kaynak, 1994; Ohmae, 1995) and may have resulted in our finding that cultural distance is not 

related with firmsô international performance. The changes due to globalization may have reduced 

the impact of cultural differences as countries around the world have become more similar. A 

recent meta-analysis supported this notion as it reported that the relationship between cultural 

distance and performance was not statistically significant (Tihanyi et al., 2005). Likewise, market 

conditions have converged and play a lesser role than in the past (Inglehart and Baker, 2000).  

We found that the degree of consensus among top management teams and international 

performance were related. While our methodology differed from ones used earlier, the findings 

are the same as in previous studies (Bourgeois, 1980; Dess, 1987; Dess and Keats, 1987; Wu and 

Leung, 2005). However, the strength of this relationship in the current study was limited. Hence, 

further research should verify the findings. Such research could be conducted at the more level of 

specific issues of consensus (see P3) 

We identified the importance of reduced risk-taking As a driver of international performance. 

Miller (1992) identified two ways through which firms can reduce the risk accompanying the 

process of internationalization: financial and strategic. One of the five risk-reduction processes 

that pertain to the topic of this paper is through cooperation. Firms can form collaboration efforts 

with others to reduce their risk even though they are give up partial control over the 

internationalization. Partnerships and joint ventures are common risk-reducing measures during 

the beginning of activity in new country (Dunning, 1995). Using franchises allows 
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internationalization firms to increase their activities without increasing their risks (Knight, 1984; 

Kaufman and Stanworth, 1995; Stanworth and Curran, 1999). Unfortunately, international 

activities of SMEs are usually made without collaboration partnerships (OECD 1997; Oviatt and 

McDougall, 1994; Preece et al., 1999).  

 

Conclusion 

 

The internationalization process has always been a fundamental process of the utmost 

importance to firms. With an increasingly global world, the process becomes even more important. 

Intense competition has forced domestic firms to start internationalizing in order to survive. The 

new BaG internationalization process can only be partially explained by existing models. This 

research examined various characteristics of firms and found that Unique knowledge, top 

management team consensus, and internationalization as a risk-reducing approach contributed to 

performance. Surprisingly, domestic experience played a more minor role and cultural distance 

was unimportant as factors affecting international performance. 
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Abstract 
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Introduction  

 

In the past, one could find three quite distinct sectors in society: the public sector consisting 

of government and its various agencies, the private sector with commercial for-profit companies 

of all sizes and a third, not-for-profit sector with organisations following particular social 

missions. In recent times however, these boundaries have begun to blur. Not-for-profit 

organisations, from here on referred to as NFP or NFPs, are adopting entrepreneurial strategies 

and starting businesses on the side, commercial enterprises are invading territory previously 

occupied only by not-for-profits and government, and public sector agencies are forming more 

and more partnerships with the other two sectors and developing joint ventures with them 

(Bornstein, 2004; Johnson, 2000). In addition, there is the new entrant, the Social Enterprise (SE), 

a business that makes profits, but recycles these profits back into community or into other NFP 

projects. The SEs do not seem to fall into one sector either.  

Many social óenterprisesô or social óventuresô have not-for-profit business structures and 

struggle to be commercially viable (e.g. Wikipedia) whereas others seem to clearly pursue profit, 

but at the same time aim to improve the community and / or environment (e.g. Grameen Bank). 

Another example, used in this paper are the not-for-profit business incubators that, interestingly, 

teach and guide for-profit start-up entrepreneurs to become more profitable. On the whole 

however, social ventures are commonly imbued with a broader socio-economic and community 

sense.  

 

Defining Not-for -Profit Organisations 

 

This paper is written from an Australian perspective and according to the Australian Bureau 

of Statistics there were just over 41,000 NFPs operating in Australia, employing just under 

890,000 people (ABS, 2007). Not-for-profits of all sizes and values worldwide, form an important 

part of the Australian economy also and contribute significantly towards economic growth in 

areas of health (mental and physical), social welfare, the arts, sport, education and the 

environment (Frances, 2008; Goldstein 2009; Tyler, 2005). Particularly, Edwards (2008) argues 

that without the functioning of not-for-profit and charitable organisations one would not be able to 

address todayôs pressing societal issues such as poverty, hunger, homelessness, and more recently, 

issues that tackle the sustainability of the planet and ways in which communities consume the 

finite resources of the earth.  
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The concept of a NFP enterprise is that of an organisation that is operated for a benevolent 

purpose without any financial benefit for its founders or for those who support it (Dees, Emerson, 

and Economy, 2001a, 2001b). There are a number of different definitions in the literature for 

organisations that are classified as óNOTô for profit. Salamon and Anheier (1998: 216) describe 

NFPs as commonly having five key features. These are: 

 

i.    Institutionalised to some extent 

ii.   Separate from government 

iii.   No return of profits to their owners or directors 

iv.   Self governing 

v.   Have some meaningful degree of voluntary participation. 

 

Terms which are used to describe the NFP sector include ósocial economyô and the óthird 

sectorô which give further reference to the concepts of non distribution of profits and a positioning 

between government and private sector. Like their for-profit counterparts, NFPs are created and 

governed by laws that prescribe the way the enterprise can enter into legal contracts, or sue and be 

sued (Lasprogala and Cotton, 2003). NFPs are often tax exempt and are commonly governed by a 

board of directors and / or board of advisors.  

 

Defining Social Entrepreneurship and Social Ventures 

 

The concept of social entrepreneurship and social ventures are relatively new and as with all 

new concepts, more researchers are becoming interested and involved in the phenomena. 

Definitions are being developed and debated as time goes by and it should be noted, that because 

of its ónewnessô there is no precise or consistent usage of these terms in the literature (Dart, 2004). 

On the contrary, terms like ósocial entrepreneurô and ósocial enterpriseô have become so 

popular in the media and academic environments, that researchers themselves  remark that: 

ñé.all sorts of activities are now being called ósocialô entrepreneurshipò (Martin and Osberg, 

2007: 26).  Martin and Osberg (2007) furthermore make clear that one should not forget that the 

concept of social entrepreneurship was derived from óentrepreneurshipô in the first place and 

should be based on the recognition and exploitation of new opportunities. This notion had been 

recognised in the first studies and definitions of social entrepreneurship by Dees (1998) and was 

further developed by Dees (2001: 4) outlining five basic factors that define the phenomenon by 

suggesting that people who run social ventures should:  



 

Asia Pacific Journal of INNOVATION AND ENTREPRENEURSHIP  34 

i.    adopt a mission to create and sustain social value (not just private value) 

ii.   recpgmose and relentlessly pursue new opportunities to serve that mission 

iii.   engage and relentlessly pursue new opportunities to serve that mission 

iv.   act boldly without being limited by resources currently in hand 

v.     and exhibit a heightened sense of accountability to their stakeholders including 

their customers and their community or society on the whole 

 

However, Martin and Osbergôs (2007: 35) definition takes the first two and last point further. 

Their definition suggests links to the entrepreneurial process as well as to a strong social mission. 

In brief, their definition has three components: 

  

i.     to identify a stable but inherently unjust equilibrium (in society) that causes the 

exclusion, marginalization, or suffering of a particular segment of humanity that 

lacks the financial means or political  clout to fend for themselves 

ii.     to identify an opportunity in this unjust equilibrium, a social value proposition 

éwhich leads to the development of a solution towards this injustice. 

iii.     to forge a new, stable equilibrium that releases trapped potential or alleviates the 

suffering of the targeted groupé.ensuring a better future for the targeted or 

even society at large. 

 

Overall, most definitions found in the literature share the focus on improving or changing 

society, including changing peopleôs mindsets about community. Moreover, there is an underlying 

desire for social justice that is of a óproblem-solving natureô (Bornstein, 2004; Borzaga and 

Defourny, 2001; Dart, 2004; Dees et al., 2001a, 2001b). Social entrepreneurship then: ñéis based 

on a process whereby the creation of new business enterprise leads to ósocial and wealthô 

enhancement so that both community and the entrepreneur benefit.ò (MacMillan, 2003:1). This 

means that societal well-being can be linked directly to business outcomes as one of the 

modalities by which social wealth is created.  

 

Similar to the USA and the UK, in Australia, social enterprises include community 

enterprises, credit unions, trading arms of charities, employee owned businesses, co-operatives 

and small private businesses with a social mission (social firms), with researchers reporting that 

these types of not-for-profits are rising in status (Borzaga and Defourny, 2001; Dees, 1998a, 

1998b; Frances, 2008; Grenier, 2002; Shaw, Shaw, and Wilson, 2002).  
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Even though definitions are difficult, Social Enterprise London (2009), a website portal for 

social enterprises, identified three common characteristics of practicing social enterprises that are 

backed up by research studies and other academic literature. These characteristics are: 

 

i. Enterprise orientation. Social enterprises are directly involved in servicing the 

market by either producing goods or services. They aim to be commercially 

viable trading organisations, with an operating surplus (Bornstein, 2004; Dart, 

2004; Dees et al., 2001a, 2001b). 

ii.  Social aims. Social enterprises have explicit social aims such as job creation, 

training or the provision of local services. They operate under ethical values 

including a commitment to local capacity building, and they are accountable to 

their board, clients or members and the wider community for their social, 

environmental and economic (financial) impact beyond the focus on financial 

return. This concept is often described as: ñTriple bottom line (TBL) 

performanceò or in popular terms: ñpeople, planet and profitò (Alexander and 

Brown, 2006; Burnett and Flood, 2007; Dees et al., 2001a, 2001b). 

iii.  Social ownership. They are autonomous organisations with governance and 

ownership structures based on participation by stakeholder groups, e.g. users, 

local community groups or trustees. Profits are distributed as profit sharing to 

stakeholders (for the use of new not-for-profit causes or ventures) or used for 

the benefit of the community (Borzaga and Defourny, 2001; Dees et al., 2001a, 

2001b). 

 

Traditional NFP Revenue Streams and New NFP Income Models 

 

The third sector has been growing as a result of the sustained period of world prosperity 

(O'Donoghue et al., 2006). For many years, the great majority of traditional NFPs have relied and 

are still relying on direct funding (cash) and indirect funding (e.g. provision of a building, 

equipment, volunteers) from their sponsors, i.e. government or other community service groups, 

which allows them to continue to operate. In Australia alone, the sector received approximately 

76 billion (AUD) dollars during 2006-2007, predominantly in the form of funding from federal, 

state and local government (ABS, 2007) and other private or business forms of income. In 

addition to financial revenue, over 2,182,000 volunteers donated their time to NFPs. These figures 

indicate the substantial size of the sector within the economy and the important role it plays in 




