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K:BIA
CONGRATULATORY MESSAGE

My heartiest congratulation to all members. Specially, | 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 promotingsihess 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 represertie ndeavors 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 joumnal internationally. | 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 isa hot global issue. | 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 thisajouthe
SMBA of the Korean government and KISED (Korea Institute of Startup & Entrepreneurship
Development). In the near future, | hope that more international readers will subscribe. This will
motivate writers, editors, and our friends who play majdesdn spreading innovation and

entrepreneurship in their own countries.

| always find that new innovative ideas come from cases, models, and practices that can be
found in this journal. | ask all the friends and readers to introduce this journal tgpeth@e in

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

| once again would like to show my appreciation for the EditeChief, Professor Bong Jin

Cho, andEditorial Board Membes for their contributions. | ab 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.

T Je D

Yeung-shik Kim
Chairman
Korea Business Incubation Association



CONGRATULATORY MESSAGE

Dearall,

As the Director General of Small and Medium Enterprise AdministrdS&MEA), Ministry
of Economic Affairs in Taia n , | 6 cbngtatul&teson 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 pubfication
this journal shall improve the networking tife 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. Incidentsni 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-toces@sing
market competition. As the competent authonitylTaiwan SMEA has beerenhancingSMEs by

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

SMEA has implemented an Entrepreneurship Navigation Project iwamaio refine the
SMEs into enterprises that are pioneering the industry, with high-aalded 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 promaheir 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 strategiesnproving incubation environment, establishing entrepraakiunformation

platform, andsecuringfunding fornew businesstartup.

Further to the programs above, SMEA also wish to benefit theugarand incubation
practitioners through constructing international network with foreign correspondent organization.
The recent examplés 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 disateds

to establish cancubation 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 spiritandfisB t-lap tTai wano as a br anc

turn Taiwan into an entrepreneurial society.

Therefore, | would like to express my gratitude to APJIE again for it serves as a
communication platform of best practices in cultivating entrepreneurship. Hope evenib

enjoy information contain therein.

Rolik” £.Q. 2>

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 orientatitinis 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 worthwhildo 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 findihgsvbiume 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 cauthored by authors of the two countrigsSouth 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 i s fi U nagairu €lobaC friems aandt Eheii st i
Relationships with Intertai o n a | Performance. 0 The authors
process of global firms by collecting data from publicélly aded BaGs 6 annual r

such as printed and online newspapers and magazines. They focus on thgaiogiobal i ms 6

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 riska ki n g as dri ver s nopursuiB afGlsed pe

relationships between these factors and BaGs¢

The aut hor s identified t hat BaGs b uni que
performance while domestic experience has relatively little impact on the perfarmane
aut hors also found that the cultural di stanc
and the degree of census among top management teams and international performance were
related. They also found that the reduced-téding factor § important as a driver of international

performance.

Volume5, No3, 2011 1



The second paper is AEmMbracing Busidoess Pr
Profits Take the Route from Traditional Chari
Generatingol d.nc olmre tMpidse paper, the authors int
Profits" (NFP) and "Social Enterprises" (SE) with the specific features and basic factors of the
organizations including the common characteristics of social enterprises suchterprisn

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 kindsttElJeal
estate model, [[2]] the university incubator, [[3]]the industrial or the government incubator, and
[[4]11the venture capital model antbrporate venture model. This 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 needistiee communities that they serve.

The third paper i s ACEOsd® Entrepreneuri al
Empirical Study. 0 The authors analyze the i mp
entrepreneuri al 0 r i et tervironneent orothe b@HEE$ gerfoamante. ma

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 ogntation (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 patrtial relationship on the entrepreneurial network, treslyec

The authors, however, found no significant moderating effect (H6) on the business
performance of thelientc o mpani es. The authors interpret th
activities in the three spheres (social, financial and market netjvare 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 pap eganizatisns ésl Emtceprbnaurship an® SME Policy

I nstrument in Transition Economies: A Survey

2 Asia Pacific durnal ofINNOVATION AND ENTREPRENEURSHIP



evidence on the development, distribution and structural characteristics of incubators in six
selected CEE countries: BRad, 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
authorsintroduce the six incubator functionality of spatiality concentrated, subsidized rental space,
collectively shared facilities, business assistance services, benefits of image and credibility,
networking, helping staiips to establish contacts to incubataternal actors and to gain access

to their resources.

The authors have <collected data from the
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 polimakers: rigorous evaluations at an early stage of
the startup; avoiding efficiencylosses through ovesupport; concentration of incubatorsurban
centers; and preserving a good public image of the incubator idea. These recommendations are
vital for longterm successful incubation processes, and might be seen as future guidelines for

incubation in transition economies.

The fifth and final pper i s A An I nvestigation of t h
Satisfaction on PC Repurchase I ntention. o0 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, #aeatesrs 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 fouhthat 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 onpinehase
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 perishablegparable, hetegeneous, and with no formalities,

to the tangible product.

Volume5, No3, 2011 3



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 auth@round 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
timeofte Chri stmas holiday and coming New Year 6s
the Review Board Members of the APJIE, who, despite the hustle and bustle of temdear
season, devoted their time and energy to improve the quality of the paper tondiié ded
reading enjoyment of the readers. With all my heart, as the Chief Editor of APJIE, | 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 Inculidon 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, Andrexy) Wo
once again for their expression of willingness to continue their support for the 2nd year of the
APJIE publication. | am, as the Editor in Chief, most grateful for their continued financial support
and encouragement in publishing the APJIE for the ajlobaders. 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 Relationshipswith I nternational
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 theabam global (BaG) path for
internationalization. The term BaG refers to a lemgtablisheddomestic 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 riskt aki ng as dr erfermance. Tod findBgsGgbétantfated the relationships

bet ween these factors and BaGs6é international

Key words: internationalization, innovation, innovative internationalization, bagain
global, entrepreneurship, entrepreneurial progepgrformance, unique knowledge, domestic

experience, cultural distance.

" An earlier versia 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, Universiy of Haif
Israel, email: uri.ste@gmail.com

"Head, Marketing Department, Director, PhD Program of the Graduate School of Management, Research Professor,
University of Haifg Israel, email: 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 beeadrer
eliminated (Ohmae, 1995). These changes affect all firms, including doraaktifirms, which
struggle to succeed as they compete with international firms entering their home markets. While
early conceptualizations of internationalization vieviteas a stagéased process (Johanson and
Vahine, 1977), the increasing pace of globalization has led firms toiseekative ways to
internationali ze. One option, t e remeprenefirialor n g
ventures which become internainal shortly after being established (McKinsey and Company,
1993). Domestic firms could follow a different approach. Rather than following a graduat, stage
based sequencene groupembracd rapid internationalization, similar to BGs, a group termed
Born-againGlobal (Bell, 1995; Bell et al., 2001for example:Castro, Negev ceramics, and
Wissotzky Tea are weknown Israeli firms, which have internationalized in line with the BaG
path.

Since the BaG phenomenon has been recognized, relatively few dtadeseported 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 marketsnaking traditional, stagbased, internationalization
unfeasible; they are forced into rapid internationalization (Brush, 1992). Also, BaG
internationalization has common characteristics with the innovation and entrepreneurial processes.

Overall lowever, t h e l i nks bet ween BaGs 6 character
performance have been undesearched. In light of the paucity of the BaG reseatich,
objective of this research was identify the characteristics of BaGs prior to internationalization
that contribute to their international successorder to expand the limited body of knowledge
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 paperorganized as follows. First, the traditional internationalization
path is reviewed, followed by a discussion of bglobal firms. The literature review then
discusset he BaGsdé path of internationalization.

followed by a discussion and implications sections conclude the paper.

Literature Review

6 Asia Pacific durnal ofINNOVATION AND ENTREPRENEURSHIP



I nternationalization can be an i mportant s
reductions in trade barriers, world markets have become more globabammktition between
firms has intensified (Ohmae, 1995). This has forced many firms to internationalize as a means to
gain new customers and expand their sale®ate to viable market positions and survival (Brush,
1992). In turn, the actions of suchrrfis further speeds the globalization process (Hassan and
Kaynak, 1994). Three internationalization processes have been recognizedtardhardi and are

reviewed below:

1) StageBased Internationalization Process

Many firms internationalize graduallyitar they have established strong domestic positions
[Table 1]. Such evolution, widely known as the Uppsala model, builds on knowladde
experience gained domestically (Aaby and Slater 1989; Johanson and Vahlne, 1977; Johanson
and Wiedersheim, 1975). bBrnationalization 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) ahit psyc
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 Vahine, 1977).

Following the Uppsala model, internationalization was conceived 'gsagual expansion to
new overseas mar ket s, based on firmsé knowl e
Johanson and Wiedersheim, 197bhe model revisedvas recently revised and adjustedthe
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 VAfinhe,1990).
Alternative stagérased model are innovatidrased (Bilkey and Tesar, 1977; Cavusgil, 1980;
Czinkota, 1982; Reid, 1981). All stafpased models conceptualize internationalization as an
evolving sequence of entry to international markets, whiequire gradually increasing
commitment of resources (Bilkey and Tesar, 1977; Cavusgil, 1980; Reid, 1981).

Andersen (1993) claimed that innovatibased internationalization modelad the Uppsala
model were equivalent and inflexible. The models preaesttuctured progression along stages,
define only one rout e for firmso i nternai
internationalization. Gradual model s were al
and for not being applicable to neypes of firms, such as4éch or service providers (Axinn and
Matthyssens, 2002; Bell, 1995).

Volume5, No3, 2011 7



Brush (1992) found that 13% of small U.S. manufacturers started to internationalize during

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

Li kewi se et

al

(1985) concluded that

Swedi

assumptions of stagesed models. Similar findings contradicting the traditional models for some

firms have been reported in Canada @eeet al.,, 1999), Denmark (Christensen and Jacobsen,
1996), the U.K. (Turnbull, 1987), and Australia (Rennie, 1993).

[Table 1] Examples of Research on StagBased Internationalization Models

Source Recognized Internationalization Stages

Stage 1: No regular export activities.
Johanson and Stage 2: Export via oversea agents.
Wled?lrzr;?)m?aul Stage 3: Establishment of an oversea sales subsidiary.
Stage 4: Oversea production manufacturing.
Stage 1: Lack of interest in expioig.
Stage 2: Willingness to fill export orders.
Bilkey and Teasar|  giaqe 3: Willingness to consider options export activity.

(1977) Stage 4: Firm is an experienced exporter.
Stage 5: Firm look to export to psychological distance country.
Stage 1: Domestic markegronly.
Stage 2: Prexport stage.

Cg‘gé%@)]" Stage 3: Experimental activities in psychological distant marke
Stage 4: Active involvement.
Stage 5: Committed involvement.
Stage 1: Completely dimterested firm.
Stage 2: Partially interested firm.

Czinkota Stage 3: Exploring firm.

(1982) 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 haveeased the

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

mechanisms of incremental internationalization (the skeged models), which could no longer

explain internati onal espeaially forsmapandonedisrsizedsfirms f a |

Asia Pacific durnal ofINNOVATION AND ENTREPRENEURSHIP
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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 alongtagm
based processes.

The phenomeno of born global (BG) firms (Knight and Cavusgil, 1996; McDougall and
Oviatt, 1991) exemplifies challenges to sthgsed models. BGs, identified in the USA, France,
Denmark, Norway, Finland, Ireland, Canada, and Australia, internationalize rapidly farly a
being establishedTable 3 (Bell, 1995; Chetty and Campbéflunt, 2004; Knight, 1997;
McKinsey and Company, 1993; Moen and Servais, 2002; Preece et al., 1999; RennicB®&893
have few domestic activities prior to internationalization (Knight, J9%hlike 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, mallistry 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 StagBased Internationalization

Source Main Findings

Madsen and Servaig Capabilitiess and environments are more relevant for understan
(1997) the BG phenomenon than the Uppsala model.

Noted differences between strategy and performance of f

Shoham (1999 . . o
( ) followed BG compared to traditional Internationalization.

Presents adflicts between the internationalization theory and

Fillis (2001) "instant global" (BG).

Moen and Servais | None of the stage process models can fully explain BGs. Chg
(2002) are required in order to increase the model's explanatory pows

Luostarinen and

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

3) Born Again Global Internationalization Process

Recently, a new challenge to gradual internationalization was posed bydtaigished

domestic firms embracing rapiénd innovative internationalization. Born again global firms

Volume5, No3, 2011 9



(BaGs) have unique characteristics compared to firms following the traditional sta@s-

based internationalization (Bell, 1995; Bell et al., 2001). The same forces of globalizing markets
that created the ® phenomenon also drive established domestic firms into rapid
internationalization (Brush, 1992). Hence, BaGs exhibit characteristics of firms following both
stageandtheBGb ased models. Accordingly, understandi
a rew 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 #ern Global, have only been recognized recently, the literature
discussing thigroup 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 betn®dG 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 intemedtzation and performance.

Until recent years, the global spread of old and +wstablished BaGs was conceived as a
special case of the BG phenomenon (Svensson, 2006). For example, Efrat (2008) examined the
impacts of external and internal factmsn B Gs 6 i nternati onal entry |
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's2008study on BGs, have not been reported yet.

BaG is an internationalization process with strong innovative characteristics. Organization
innovation waslefined 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 definitiganination
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 okithg 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 sthges sequence in which the initial stegadl to
|l ater stages and enhance these | ater stagesb®6
and Wakkee, 2004). The BaG process of internationalization is also based on achievements

obtained at earlier stages which ensure the success in thstéafes of the process. Additionally,

10 Asia Pacific durnal ofINNOVATION AND ENTREPRENEURSHIP



much like the holistic entrepreneurial process, which influenced by its environment and in which
top management has a critical role, the BaG rdiftiensional internationalization process is also
impacted by the efronment (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 additionabjperties, 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. SpecifiBallys are usually
small or mediumsized and 120 years old firms, which internationalize withirb2years from
their first international involvement. After the period of rapid internationalization, the majority of
the firmbs sal ebetah,2@1)i nternati onal (Bel

ResearchPropositions

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) identifyn g t he characteristics contributi:H

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 necesity 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, domestionly firms become BaGs under two conditioRBst, 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 frmsentdre f oc al firméds domestic
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 reschased view of the firm (RBV;
Wernerfelt, 1984). RBVhas become a key model for understanding cases in which companies
with particular skills and capabilities eperform their rivals. The core assumption of RBV is that
competitive advantages are desirable to the extent that they make a firm outperforfirrogher
Some of the major capabilities of firms are created during the years in which they are in operation,
including unique knowledge, technical kndwow, reputation, and brand awareness (Chamberlin,
1933; Day, 1994; Hall, 1992).
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International perforrmnce of established domestic firms following the stgsed sequence
is related positively with their unique domeskicowledgeand experiencgJohanson and Valne,
1977; Johanson and Wiedersheim, 1975) gained from enjoying a strong position in theticdomes
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 i n igueknowedge (MCEViys . Ot
and Chakravarthy, 2002) especially in creation of unique R&D knowledge (Kotabe et al., 2002)
provides performanece nhanci ng advantages. Thus, the sam

performance as well. Accordingly:

P1 B a Gs 6ue knowledge is related positively with their international performance.

P2 BaGs6 domestic experience is related posi

I nternationalization is a complex process,
1986). Previous research has documented a positive relationship between top management
consensusabout goals, strategies, and environmental perceptions, and firm performance
(Bourgeois, 1980; Dess and Keats, 1987; Wu and Leung, 2005).

Several studies havieund 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 goalwd strategy enhanced performance (Bourgeois, 1980; Lohrke
and Bruton, 1997). Top management consensus on environmental perceptiofsopasitvely
related with performance (Knight, 2001; Priem, 1990).

In general, in order for a firm to succeed in its internationalization process, especially when
following the nontraditional BaG path, consensus within top management teams is needed. Su
consensus about goals, strategies, and environmental perceptions should contribute to

internationalization success. Thus:
P3BaGsd top management consensus on goal s (
perceptions (P3c) during internationalizattiis related positively with international

performance.

Cultural distancerefers 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 domedticaHowever, 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 culteniitance markets as opposed to large cukural
distance ones. When firms enter new and unfamiliar markets, the disparity in national cultures
lowers performance (Johanson and Vahine, 1977, 1990; JohansoniegherdheirPaul, 1975;
Li and Guisinger, 1991; Luo and Peng, 1999; Nordstrom and Vahlne, 1994; Vahlne and
WiedersheirPaul, 1977). Operating in culturally distant countries leads firms to increase
spending on training, monitoring, cost controlling, andaoiging operationghus lowering
performance (Brouthers and Brouthers, 2001; Egelhoff, 1982; Schneider and DeMeyer, 1991).
Drawing a parallel to operations of BaGs:

P4 Cul tur al di stance between BaGsd domest i c

with their international performance.

Method

We foll owed Bell et al.ds (2001) definitio
which applies to firms in different stages of internationalization (see also Aulakh and Kotabe,
1997). Qualitative da 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 Pubticlyaded BaGs 6 annuabhwasepor
conducted as information became available. The analysis attempted to identify recurring themes
and their interelationships. Data for additional firms were added until no new themes and inter
relationships were uncovered. The analysis was usedéssathe 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 datkection and analyses. All data were logged in
maximal detail to allow other researchers to follow the same process-asdess 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). Accordinglye @eauthor crosschecked the findings to
ensure the internal coherence. Additionally, the secorautitor than reviewed the raw data and
re-analyzed it. The two cauthors then discussed the slight inconsistencies in the two analyses
and resolved them tbugh 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

Year of International Countries of Operation
Product/ |Establishment/|  Activity 2-5 b
. X . 2-5 Years After
Firm Main Year of First Years After ; )
. . . First International
Industry International |First International
Involvement
Involvement Involvement
Australia, Bulgaria,
Canada, China, Croatia,
i 0,
Fox-Wizel Clothing 1992/2004 1_7/0 of s:_ales are| Germany, Ita_l_y, Moldova,
Stores international Panama, Philippines,
Romania, Russia,
Singapore, and Thailand
aSn%c::ISOms;%rgs Belgium, Canada, Italy,
Sabon Soaps 1997/2003 ! Japan, Netherland, Polanc
of sales are .
. . Romania, and USA
international
Australia, Brazil, Canada,
Croatia, France, Germany
Michal 80% of sales are| Italy, Japan, Mexico,
Negarin Jewelry 1988/1996 international Netherland, Singaore,
Spain, Switzerland,
Taiwan, UK, and USA
Chocolate Australia, Canada,
Max and 1995/2000 17 of 24 stores | Philippines, Singapore,
Brenner | Chocolate are international | South Africa, UK,
Shops and USA
Frozen Canada, Denmark, Finlang
Garlic and Most sales are | Germany, Hungary, South
Dorot Herbs 1992/1998 international Africa, Spain, Sweden,
Products UK, and USA
14 Asia Pacific durnal ofINNOVATION AND ENTREPRENEURSHIP



vear of International Countries of Operation
Product/ | Establishment/|  Activity 2-5 b
. . . 2-5 Years After
Firm Main Year of First Years After ; )
. . : First International
Industry International |First International
Involvemernt
Involvement Involvement
Ceramics 1995 Belgium, Brazil, Canada,
andGranite ' 6.3% of sales are| Finland GermanyRussia,
Negev P . | (re-established . ; ;
orcelain /2005 international Netherland, Romania,
Flooring South Africa, and USA
M-L Fashl'ona'ble 11% of sales are| Cyprus, Greece, Romania
L Closing in 1991/2003 . .
(Matimli) LargeSizes international and Turkey
Australia, Canada,
Magnolia Silver 1993/2003 41 of 103 stores | Hungary, Netherland,
Silver Jewelry are inernational | Portugal, Spain, UK, and
USA
Australia, Belgium, Canad
Lachmi High- Over 50% of France, Germany, Japan,
Baker Quality 1981/2000 sales are Netherland, New Zealand,
y Pastries international Philippines, Rissia, Spain,
Sweden, UK, and USA.
. Germany, Netherland,
Castro | ClOtiNg | 15555004 | A60f162stores | oo nia, Russia,
Stores are international . .
Switzerland, and Thailand
1991 Australia, Belgium, Canad
Abadi Savory (re-established 30% of sales are| China, France, Germany,
Bakery Cookies /2002 internation& Japan, Netherland, UK,
and USA
Belgium, Canada, France
0 L L 1
[% ?rd Cheeses 1980/2001 15in/toecr)r:;3$z?re Germany, Hungary, Italy,
y UK, and USA
_ Over 50% of Belgium, France, German)
Gamila Hungary, JaparRoland,
Soaps 1984/2004 salesare
Secret international Netherland, Portugal,
Spain, UK, and USA
Austria, China, Croatia
0, ’ ’ y
Mevushelet P'(/tleg;rsed 1988/2002 1?n/;’e?;§3éiiare France, Hungary, Spain,
Turkey, UK, and USA
Australia, Belgium, Brazil,
1993 (re Canada, Cyprus, France,
. . 5% of sales are | Germany, Japan, Mexico,
Wissotky Tea established)/ . : i
2001 international Panama, Russia, South
Africa, Switzerland, UK,
and USA
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Analysis
The themes and inteelationships are discussefitst, 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 showfiTiable 4.

[Table 4] Research Findings

Proportion of Firms| Strength of
Exhibiting the Support to
Antecedent Themg Proposition

Firms Exhibiting
the Antecedent

Fox-Wizel, Sabon, Michal
Negarin, Max BrenneiDorot,
Unique Negev , Magnolia Silver,

Knowledge (P1) | Lachmi Bakery, Castro,
Abadi Bakery, Gamila Secre
Mevushelet, and Wiptzky.

87% (13/15 firms) High

Fox-Wizel, Dorot, Negev,

Domestic Lachmi Bakery, Castro, Gad o ) .
Experience (P2) Dairy, Mevushelet, and 53% (8/15 firms) Medium
Wissotzky.

40% (found for

Consensus among| FoxWizel, Sabon, Michal N )
six firms;

TopManagement | Negarin, Max Brenner, data nofound High
Team (P3) Castro, and Wissotzky. for nine firms)
Low Cultural
Distance between | sapon 6% (L/15 firms) Very Low
the Domestic and (Disconfirmed)
TargetCountries (P4)
Fox-Wizel, Sabon, Michal MediumHigh
ReduceRisk Negarin, Max Brenner, for theme
Taking while Negev, Magnolia Silver, 73% (11/15 firms) existence.
Internationalization | Castro, Abadi Bakery, Gad No support for
(P5) Dairy, Gamila Secret, and its performancs
Wissotzky implications

Unique knowledge and expence gained domestically should be related positively with
international performance when established domestic firms follow a -bl@ggd sequence

(Johanson and Valne, 1977; Johanson and Wiedersheim, 1975). Accordingly, this research
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assessed igque kn®Bnvets 6P1l) amd 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 knowledgedha a maj or i mpact on t
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-pdrighmance
internationalization preess, evidenced in rapidly gaining strong market positions. The four

guotes 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/0020D-13486500.html?tag=0028-15).

Unique designs, rich variety, and warranty on all jewelfgd Magnolia be a leading

global firm for handmade silver jewel(ittp://www.magnolia-silver.co.il- X /.x «

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

position as a leading international suppli€http:/mwww.negewvnew.co.il/BuildaGate5/

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

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

largest chains spread it pastffgttp://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 gréhitp://www.hasod.co.il/articles/Gamila_Secret.htri

Il n sum, firmsd wunique knowl edge appears t
repeated theme supports P1, namely thati que knowl edge intemdtienald dr i
performance.

Support for P2 was of medium strengtheight of the fifteen firms have had extensive
domestic experience prior to their first international involvement. Such experience contributed to
their international performance. The followi quotes about Mevushelet, Wissotzky, and Negev

illustrate this relationship.

Many years of experienceémade it I't made

of prepared hot meagittp:/Amww.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 industfattp://Awww.newsl.co.il/Archive/0026D-58733
00.html?tag=0640-34).
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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], dealihgl[fficulties] was

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

However, some firms enjoyed rapid domestic success and had facedewonpifficult
domestic situations. Thus, for these firms, domestic experience could not have been a major driver
of international success. for example, Dorot enjoyeapid domestic success before
internationalization. T h uesnational gegrfarmahdeeitscsuld adt Do r

have resulted from extensive domestic experience.

The plant was established in 1992 and turned into a meteoric success story
(http://www.d orot.co.il/Eng/Index.asp?ArticleID=28&CateqorylD=22)

In sum, support for P2 was modest. Hendemestic experience and international
performance are moderately related (P2).

Turning to P3, previous research has established that top management corsmnsysads,
strategies, and environment enhances firmsdé p
Keats 1987; Wu and Leung 2005). Thus, P3 suggested that consensus on internationalization
goals (P3a), strategies (P3b), and environmental percefftith8 c) wi t hi n BaGs d t ¢
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 penfioance driving in all six,

| have five deputy general directors. | 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://Avww.themarker.com/tmc/article.jhtml?Elementld=skira20090709 1098698

The purpose of the new appointments is to strengthen the company's administration with
the beginning expansion in inteti@nal markets

(http://www.bizportal.co.il/shukhahon/biznews02.shtml?mid=77358

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

demonstat e i c @ffosneends uass i s evi dent in the Wissotzk
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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=/114/104561ph

Importantly, while top management consensus drove performance, the data were not detailed
enough to assess such consensus at the specific levels of goalsiestrated) environmental
perceptions. Accordingly, the general proposition was supportedc@rsensus within the firm
top management team is related positively with international performanceT(R8xontributions
of consensus elements to performance reraaclear.

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; JohaasorWiedersheirPaul, 1975; Nordstrom
and Vahine, 1994; Vahlne and Wiedershé&aul, 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 tgglia countries with high
cultural distance compared to its domestic coynivg used the four dimensions of cultural
distance:Masculinity vs. femininity, Individualism vs. collectivism, uncertainly avoidance, and
Power distanceThe cultural distance afach country compared to its domestic country, Israel,

was calculated using the formula developed by Kogut and Singh (1988):
4
CDh; = Z{(Iij —Ius )/ Vi34
i=1

Where I stands for the index for thigh cultural dimension angth country, ¥/, is the
variance of the index of thi¢h dimension, Is indicates Israel, aiiD;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 cloard 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 ahtdlaiance between Israel and
the USA.

There were cultural differenceséAmerican
knowing how the products were made and what their ingredients were. He [Hasson]
also notes differing tastdhttp://www.businessweek.com/smallbiz/content/s@®06/
sb20060928 424913.htm?chan=rss topEmailedStories s¥i 5
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Contrary to P4, f i rwas ibdependenteaf the spreadnod tulturalu ¢ ¢ e
distance of their target markets. Moreover, firms operating only imnh@dium cultural distance
countries did not outperform firms operating in a combination of target markets with larger
cultural distance. Hengéhe data provide no support for a relationship between cultural distance
to target countries and international performance (P4).

Beyond P14, we recognize a new theme emerging in the analysis. This theme deals with the
level of risk firms undertake whethey 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 riskaking in early internationalization phases is related positively with

international performare.

In support of the riskeduction theme of P5, eleven firms aimed to reduce the
internationalization risks. While independent activity is preferred inrisiwsituations (Brouthers,
2002), riskreducing international entry and expansion strategieneeded in highisk 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 exdspbelow demonstrate rigkduction as the major
reason for Fox6s use of franchising and Castr

spreading reduces investments and risks.

Fox does not risk the investment of establishing chainsinotteunt r i esé [ Fox.

the income of franchisees f@#tp://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.shtmI?mid=169978

Unfortunately, the data did not substiate the riskeduction strategiegerformance link.
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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-dweactional proposition at this time.

Reducingisks 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 collecteah 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 snihfirms is often limited due to the fact that such firms do not get media
coverage. They are also not obliged to publish annual reptotsever, this methodology has
several advantages. First, data collection does not depend on managers' willingonegetate
and answer the various issues. It also removed the possibility of biased answers from managers,
who might wish to oveemphasize their roles or ovegport the achievements of their firms.

Second, this research was performed using fifteen Idie@k. 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 identifyclaeacteristics 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. Mysearch 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 charamerf 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 Ba Gs 6 tadrheiqinternationaloperforendngee This mp a
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). Howeveunlike previous studies (Bilkey and Tesar, 1977; Johanson and
Wi eder shei m, 1975) , which viewed firmd dome

knowledge, our research suggests that domestic experience has relatively little impact on the
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internatioral performance of BaGs. This distinguishes between the BaG model and the traditional
model. The explicit need of the firm for unique, rdemesticbased knowledge might be
indicative of changes in the era of globalization. The experience gained domestiddth
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 anduentq succeed. Therefore, unique knowledge
retained its performaneenhancing 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 betwazn uniq
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 wordsgittrbe 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) andymaave resulted in our finding that cultural distance is not
related with firmsd international performance.
the impact of cultural differences as countries around the world have become more similar. A
recen metaanalysis 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 thémgehart 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 (Bourg@8&0; 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 isues of consensus (see P3)

We identified the importance of reduced ftgking As a driver of international performance.
Miller (1992) identified two ways through which firms can reduce the risk accompanying the
process of internationalization: financiakdastrategic. One of the five rigkduction 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
internationakation. Partnerships and joint ventures are commonreglcing 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 riskglkriio84;
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 internéionalization 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 ordervive. 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 dsradiging 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

This discussion paper aims to illustrate how-fmtprofits (NFP) are tackling their money
cong raints, while facing a mix of social and f
Frances, 2008). The paper is written from an Australian social entrepreneurship and social
venture perspective and a range of examples ofargirofit organisations are used to illustrate
the development of more entrepreneurial behaviour amongst them. In particular, references are
made to the business incubator, a small business service model with a twist, which seems to

operate as a hybrid model using {forofit and notfor-profit income streams.
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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 agencitd® private sector with commercial fprofit companies
of all sizes and a third, ndor-profit sector with organisations following particular social
missions. In recent times however, these boundaries have begun to Dbldior-piatfit
organisations,rbm 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 nefor-profits and government, and public sector agencies anairfig 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 thesetpiumdck into community or into other NFP
projects. The SEs do not seem to fall into one sector either.

Many soci al 6ent er pr i s e<dobprofit busimesscsiruatires @nde nt u
struggle to be commercially viable (e.g. Wikipedia) wherehsrs 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 thefoeprofit business incubators that, interestingly,
teach and guide feprofit startup entrepreneurs to become more profitable. On the whole
however, social ventures are commonly imbued with a broader-eocimmic and community

sense.

Defining Not-for-Profit Organisations

This paper is written from an Australian perspective arcbrding to the Australian Bureau
of Statistics there were just over 41,000 NFPs operating in Australia, employing just under
890,000 people (ABS, 200MNot-for-profits of all sizes and values worldwide, form an important
part of the Australian economgiso 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 withou the functioning of nefor-profit and charitable organisations one would not be able to
address todayds pressing societal i ssues such
issues that tackle the sustainability of the planet and ways ichvdimmunities 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, 2001a2001b). There are a number of different definitions in the literature for
organisations that are classified as ONOTO f

NFPs as commonly having five key featurEsese are:

i. Institutiondised to some extent

i. 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 t hée hNFR
sectord which give further reference to the ¢
between government and private sector. Like thehpfofit counterparts, NFPs are created and
governed by laws that prescribe the way the entgrgan 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 concpt 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 hé¢habdteecause

of it s tideredéswapeesise Or consistent usage of these terms in the literature (Dart, 2004).

On the contrary, terms | ike O6soci al entr e|]
popular in the media and academic environmentg, fissearchers themselves remark that:
neé. al |l sorts of activities ared n(oMa rbteiin ga ncda |
2007: 26). Martin and Osberg (2007) furthermore make clear that one should not forget that the
concept of social entreptee ur shi p was derived from O6entrep
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 (199&sand
further developed by Dees (2001: 4) outlining five basic factors that define the phenomenon by

suggesting that people who run social ventures should:

Volume5, No3, 2011 33



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

ii. recpgmoseand relatlessly pursue new opportunities to serve that mission

iii. engagend relentlessly pursue new opportunities to serve that mission

iv. actboldly without being limited by resources currently in hand

v. andexhibit a heightened sense of accountability to thikeholders including

their customers and their community or society on the whole

However, Martin and Osbergbés (2007: 35) def
Their definition suggests links to the entrepreneurial process as welkastiiong 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 thefinancial means or political clout to fend for themselves

ii. to identify an opportunity in this unjust equilibrium, a social value proposition
éwhich |l eads to the devel opment of a s

iii. toforgea new, stable equilibriunihét releases trapped potential or alleviates the

suffering of the targeted groupé.ensur
even society at large.

Overall, most definitions found in the literature share the focus on improving or changing
society,incld i ng changing peoplebs mindsets about co
desire for soci al jsetvcagt hat ui e oozhdd @mdnéspt reo k
Defourny, 2001Dart, 2004 Deeset al, 2001a2001b). Social entrepreneurshiph e nis baseed@
on a process whereby the <creation andfve aletwh 6b u
enhancement so that bot h ¢ omrMacMillany 20G8A)dhist h e e n
means that soetal weltbeing can be linked directly tbusiness outcomes as one of the
modalities by which social wealth is created.

Similar to the USA and the UK, in Australisocial enterprisesnclude community
enterprises, credit unions, trading arms of charities, employee owned businessesrative
and small private businesses with a social mission (social firms), with researchers reporting that
these types of neor-profits are rising in statugBorzagaand Defourny, 2001; Dees, 1998a
1998b;Frances, 2008Grenier, 2002; Shaw, Shaw, and Wils2002).
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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 acadennatlite. These characteristics are:

Enterprise orientationSocial 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 (Bams2©04; Dart,
2004;Deeset al, 2001a2001b)

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 buildi 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. Thi s concept i s of t en descr
pefor manced or in popul ar t Alexarsder anilp e o p
Brown, 2006; Burnett and Flood, 20eeset al, 2001a2001b)

Social ownership They are autonomous organisations with governance and
ownership structures based on participatignstakeholder groups, e.g. users,

local community groups or trustees. Profits are distributed as profit sharing to
stakeholders (for the use of new 4fiot-profit causes or ventures) or used for

the benefit of the communit{Borzaga and Defourny, 200Dees et al, 2001a

2001b)

Traditional NFP Revenue Streams andNew NFPIncomeM odels

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

(O'Donoghue et gl2006). For many years, the great majority of traditional NkR& 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 Aaka alone, the sector received approximately

76 billion (AUD) dollars during 200&007, predominantly in the form of funding from federal,

state and local government (AB3007) and other private or business forms of income.

addition to financial reweue,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
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