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The Antecedents of Early Internationalization: A Configurational Per spective
Abstract

The literature on international business and iratomal entrepreneurship provides
multiple explanations for early internationalizatiaJsing fuzzy-set qualitative comparative
analysis, this study examines the antecedentsrlyfiagernationalization for small firms based
in a small economy, focusing on entrepreneurdualis toward the economic opportunities
available in their domestic market, the risk oemmationalizing, and the profitability of entering
foreign markets. Three additional antecedents aeaed: unsolicited orders, existence of
underutilized capacity, and the behavior of contpedi The study uncovers three distinct
combinations of antecedents that are equifinatigdd to the early internationalization of small

enterprises, and contributes to the literatureutjhoa multi-causal, configurational approach.

Keywords:. early internationalization; antecedents for eartgrnationalization, configurational

approach; fuzzy-set qualitative comparative analysoftware



1.INTRODUCTION

Early internationalization can be an important pgelisite for consequent development of
the firm. For example, Autio, Sapienza, and AImd@@00) postulate that the sooner a firm
becomes international, the sooner it will grow éasHence, understanding why some firms
promptly become international new ventures (INMshorn globals (BGs), while others
internationalize more gradually, is important (Joaad Coviello 2005; Oviatt and McDougall
2005; Leonidou et al. 2007; Prashantham 2011).

Despite the number of studies that discuss INVsEBd (e.g., Baum, Schwens, and
Kabst 2011; Cavusgil and Knight 2015; KuivalainBaondgvist, and Servais 2007; Oviatt and
McDougall 1994; Rialp, Rialp, and Knight 2005), tecedents of early internationalization
remain a subject of debate among scholars (ArmRuidz, and Armario 2008; Baronchelli and
Cassia 2011; Cavusgil and Knight 2015; Leonidoal.€2007; Zucchella et al. 2007). Research
has found several antecedent factors explain @gdynationalization and rapid commitment to
international markets, but results are to a cegaient inconclusive. Some authors argue that
factors external to the firm, such as the sizdnefdomestic market and the availability of
opportunities in other markets, help explain eartgrnationalization (Dimitratos et al. 2004;
Fan and Phan 2007; Zahra, Neubaum, and Huse 1®89%drio et al. (2008) found that market
orientation, for example, market intelligence gatien, is the key to increasing international
commitment. Baronchelli and Cassia (2011) found tiarket knowledge, product innovation,
and operating in a niche market increase earlynate®onal commitment.

Scholars who draw from the entrepreneurship liteeatinderline internal factors, such as
the importance of entrepreneurs’ attitudes—for gxamvhether they perceive foreign markets

to be risky or profitable—in shaping firm-level dgons, including when to internationalize



(Gil-Pechuan, Exposito-Langa, and Tomas-Miquel 2088algi and Todd 2011; Mitchell et al.
2007; Oviatt and McDougall 2005; Sommer and Hautyl20This stream has often dominated
the papers focusing on INVs and BGs (Zucchelld. 2GD7).

The processes of early internationalization seelretthe result of complex interactions
(Zucchella et al. 2007). This complexity may pdigiatem from the fact that studies of early-
internationalizing firms bring together differehiebretical streams of the international business
and entrepreneurship literature (Bloodgd®dpienza, and Almeida 1996; McDougall and Oviatt
2000; Sommer 2010). Most empirical research onditinat internationalize early in their life
cycle attempts to establish the relevance of oncp&ar set of explanatory variables through
linear causality methods (Kuivalainen et al. 20Ddppura et al. 2008; these studies look at the
effect of various types of resources or capabdita timing or type of internationalization).
Qualitative studies, however, reveal the timingndérnationalization is often the result of the
effects of the interaction of multiple causal aetents (Chandra, Styles, and Wilkinson 2009;
Crick 2009; Ojala 2009). For example, the casenaératrepreneur that has unused resources in
his firm and internationalizes in reaction to aexpected order from abroad (Ellis 2011)
combines an internal causal antecedent (under+yesedrces) with an external antecedent (an
international business opportunity). This artiabaiributes to the literature by examining the
antecedents of early internationalization througlomfigurational approach, which suits the
diverse sets of theories thus far used to exph@mphenomenon and its complex nature (Jones
and Coviello 2005; Ojala 2009; Ragin 2008).

We contribute to the international business anerirational entrepreneurship literature
by examining the antecedents of early internatiaatibn, using research methods that differ

from the conventional linear causality logic, allexhfor by several leading scholars (Jones et al.



2011; Tsang 2013; Welch et al. 2011). We use fisetygualitative comparative analysis
(fsQCA) to explore multiple configurations of argeents that might compel firms to
internationalize soon after their inception.

Drawing from the entrepreneurship literature orwates and behavior and from studies
of export behavior, this study examines threeutiital antecedents of early internationalization:
attitude toward the risk of internationalizing,itattie toward profitability of foreign markets, and
limitations imposed by operating in a small donestarket (Cavusgil and Naor 1987;
Omorede, Thorgren, and Wincent 2015; Sommer 20t8lso analyzes the impact of three
antecedents that, according to the literature,ccatiect the time it takes a firm to penetrate its
first foreign market, namely, reception of unsaédi orders, availability of underutilized
capacity, and competitors’ behavior (Dimitratoset2004; Ellis 2011; Fan and Phan 2007;
Knight and Cavusgil 1996; Kontinen and Ojala 20ahra et al. 1997).

The results of this research uncover three corditiums of antecedents that lead to early
internationalization. Our contribution is precisébyfind and explain these causal paths, or
configurations of antecedents, which are equifinatiked to early internationalization, though
none of the antecedents is, per se, sufficiergtich an outcome to occur. To our knowledge,
this research is the first attempt to study eartgrhationalization from an equifinality, complex,
and asymmetric causality perspective, and resptndalls for more research using this method
in management and international business (Misagiggi. 2017). Through combinatorial lenses,
we are able to show that in real life, the causakds of early internationalization may be very
different for different firms, even within a narromdefined empirical context, and that fully

capturing such drivers may require combining thiceieperspectives.



This study’s structure is as follows: the firstts@t discusses the literature on early-
internationalizing firms; the second introduces tiethods; the third outlines the results; the
fourth discusses the results; and the conclusipioess theoretical implications and suggests

avenues for further research.

2. ANTECEDENTSOF EARLY INTERNATIONALIZATION

Empirical studies provide a variety of possible getpeting explanations of early
internationalization (Coviello and Munro 1997; Dtratos et al. 2010; Fan and Phan 2007).
However, the literature shows that irrespectivéhefcontextual situation, certain motives tend to
play a seminal role in encouraging small firmsrieinationalize, such as the desire to achieve
extra sales and profits, reduce home-market depeedend the threat of home-market
saturation, and respond to unsolicited orders (lcemnet al. 2007). Furthermore, in early-
internationalization studies, the fundamental imional orientation or entrepreneurial motives,
such as risk-taking, are commonly seen as key eapay factors (Cavusgil and Knight 2015).
The antecedents we hereby explore are anchorédee tather different perspectives on the
subject: (1) the resource-based view (RBV), whigtpgests internationalization decisions
depend on the resources and capabilities underataftthe firm (which can be either internal
or external via networks, e.g., Barney 1991; Knigid Cavusgil 2004; Matthews and Zander
2007); (2) the market-based view (MBV), which, diragvfrom the international marketing
literature, posits that firms’ internationalizatiendriven by pressures they perceive in their
current markets (e.g., KamakyRamoén-Jerénimo, and Gravel 2012) and that geneagtet
based factors would dominate the decision makiogfetition and positioning, e.g., Porter

1979); and (3) the entrepreneurial perspectivecwtdrawing from the entrepreneurship



literature, focuses on, for example, opportunigniification, attitudes, mindsets, and orientation
of the entrepreneur (see, e.g., Andersson 200@tCand McDougall 2005; Zahra, Korri, and

Yu 2005). Our quest is to find out how configuraabpaths formed from these sets of
antecedents lead to internationalization. Leonieloal. (2007, p. 753) point out that “export
stimulation should be seen as the synergistic outcof a bundle of factors which changes over
time and under different conditions.” This ideapdes support for the contingency argument;
for example, when firms’ motives and capabilitiesuld be in coalignment with the business
environment, they would form a coherent configunatihat would lead to the outcome, here
internationalization. In their study about the d¢gufational approach’s suitability in
entrepreneurship, Harms et al. (2009) suggesttrateptual domains of “individual,”

“resources/structure,” “strategy,” and “environniesduld be relevant for describing new
ventures. Taking a cue from this idea, and foripgay, we focus on a set of antecedents that
the literature has identified as important explenmet for early internationalization. We
acknowledge we do not cover all the possible adigtis, and hope that further work can extend
this research by including different antecedenke [bgic behind the choice is to consider two
key strategic perspectives (RBV and MBV) and theadrate the entrepreneur into the model as
well, because the domain of the study is abouepngéneurial SMESHarms et al. (2009)

suggest that specifying an a priori configuratippr@ach that is able to capture particular

characteristics of the focal firms studied is imtpat. They point out that in the case of new

1 We acknowledge that we do not examine all possible antecedents of early internationalization, such as unique
product offering and networks (cf., e.g., Knight and Cavusgil 1996; Cavusgil and Knight, 2015). fsSQCA methods
suggest using a limited number of antecedents in order to ensure the models are parsimonious and plausible
(Ragin, 2008). Note that causality in fsQCA is not exclusionary, because it works with fuzzy sets. In other words,
what we discuss here is empirically and methodologically valid, and we believe it is theoretically interesting. Other
combinations of different antecedents could lead to the same outcome. To test this sort of causality, however, it
would be best to have a different research design that controls alternative causality for at least some of the
antecedents we examine here (e.g., firms based in a large economy, none of which received unsolicited orders),
and focus the model on other antecedents and their combinatorial effects (e.g., networks, product offering, etc.).
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ventures, focusing in particular on “person,” whiglour case could be entrepreneurs’ motives
and attitudes, as well as “environment,” would ma&ese The latter could focus, for example,

on firms’ “ability to provide or withhold resourcesd business opportunities” (ibid, p. 42); in
our opinion, these environmental antecedents doelldor example, slack resources and
unsolicited orders. We draw from rich qualitatixedence documenting the complex nature of
internationalization, whereby resources interatchwhe entrepreneur and context when
determining the timing as well as other aspecth@firm’s first entry into foreign markets.

Our main contribution is to study how causal andecés of early internationalization

anchored in these three perspectives mix and niatgénerate the complex causal

configurations that in reality motivate firms’ imte@tionalization decisions.

2.1 Entrepreneurial perspective and role of attitudes of entrepreneurs
The internationalization process is shaped by ttiides of entrepreneurs because
discovery, enactment, and action occur through ti@vmatt and McDougall (2005, p. 542)
argue,
Through the lens of their personal characteriggag., years of international business
experience) and psychological traits (e.qg., risérg propensity), entrepreneurs observe
and interpret the potential of the opportunity, preéential of communication,
transportation, and computer technology to enatitrmationalization, and the degree of
threat from competitors.... These influences on garoes clarify or cloud the
entrepreneur’s decision making.
The cognitive psychology literature argues a péssattitude toward an object or class of

objects influences his or her response to thatcdlfgzen and Fishbein 1977). In other words, a



correspondence exists between attitude and behagi@xplained by the theory of planned
behavior (TPB) (Ajzen 1991; Fishbein and Ajzen 19Adlport (1935, p. 810), in early

theoretical work, defines an attitude as “a meatal neural state of readiness, organized through
experience, exerting a directive or dynamic inflcenpon the individual's response to all

objects and situations with which it is relatedddly and Chaiken (1993, p. 1) define attitude as
“a psychological tendency that is expressed byuatailg a particular entity with some degree of
favor or disfavor.”

Cognitive psychology has gained more popularitgntrepreneurship literature, with a
growing number of scholars using the TPB to stimdylink between entrepreneurial attitudes,
such as those toward risk and entrepreneurial beh@itchell et al. 2007; Sommer and Haug
2011). The key arguments of the entrepreneurstamature on attitudes and behavior are
consistent with the findings of export scholarsv@ail and Nevin (1981), for instance, find
“the reluctance of firms to export may be largdtyibutable to top management’s lack of
determination to export” (p. 119).

Several attitudinal traits of entrepreneurs havenlq@osited as important antecedents of
firm behavior (George 2011; Sommer and Haug 20Mth regard to internationalization,
including whether or not it occurs rapidly, the ergditerature suggests the risk associated with
entering new markets is an important determinaat/(Sgil and Naor 1987; Sommer 2010).
Attitude toward risk is also one of the key coneept the entrepreneurship literature (Acedo and
Florin 2006; Chaston and Sadler-Smith 2012; Dai.€2014). Studies of INVs and BGs often
discuss the perceived risk of entering new maragtsart of the construct entrepreneurial
orientation, finding that it affects different asgeof internationalization, such as its speed,

scope, and performance (Javalgi and Todd 2011 ;#aiiven et al. 2007). Anderson, Kreiser,



Kuratko, Hornsby, and Eshima (2015) suggest thetaking sub-dimension of entrepreneurial
orientation especially reflects managerial attisittevard risk. For these reasons, this study
includesattitude toward riskas the first entrepreneurial antecedent of eatBrinationalization.

Some studies argue firms perceive exporting to beemrofitable than selling in the
local market (Ogram 1982). Yet some ambiguity exii#cause certain studies (e.g., Jaffe et al.
1989) find a positive relationship between expggrassiveness and the perceptions of export-
market profitability, whereas others (e.g., Bilkeayd Tesar 1977) find either no relationship at
all or a relationship that varies with the firmiage of exporting (Ojala 2009). To shed light on
this issue, this study includastitude toward the profitability of export markets the second
entrepreneurial antecedent of early internatioatibn.

Firms based in small markets may have more incesitiv internationalize than those
based in large markets, yet not all firms operatingmall economies internationalize quickly,
and not all firms based in large economies entermarkets slowly (Bell 1995; Czinkota and
Ronkainen 1995; Jones et al. 2011). In the comtesinall entrepreneurial firms, discussing
whether the perception of the entrepreneurs rakizer reliance on general measures, such as
total gross domestic product, deems the markethiotwthey are based as too small for their
business is important. However, according to Lybal.e2000), management’s perceptions
typically provide the most precise assessment nflitions within a firm when studying
entrepreneurially oriented behavior. For this reasee includeattitude toward the size of the
domestic marketand, more specifically, the business opportunieailable in such a market, as
the third entrepreneurial antecedent of early mggonalization. Lu et al. (2010) is, for example,

among a number of studies supporting the ideaethtaépreneurial internationalization is very
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much opportunity driven. Entrepreneurs’ perceptbwhere the opportunities lie guides their

behavior.

2.2 Resour ce-based antecedents of inter nationalization

The literature on international business illussatamerous resource-based factors that
determine behavior and also affect how the congrsthehave (Acedo and Galan 2011;
Rugman, Verbeke, and Nguyen 2011; Sommer and Hawd)2In this paper, we are not
studying an extensive list of resources, but rattbews on availability of resources. A number of
resources could exist, such as technology, bupéheeption of the entrepreneurial actor in
relation to the availability is what clarifies doads the decision-making (Oviatt and McDougall
2005). Tuppura et al. (2008) found that resourcsatdity (i.e., the resources of firms can be
used for a number of purposes, such as servingmtemational customers) is a significant
antecedent of first-mover orientation, which evatijuleads a firm to follow a BG type of
internationalization strategy, which includes eankgrnationalization. The resources a firm can
deploy to go abroad affect its internationalizawacess, including the time it takes to enter its
first foreign market. Research has found the aluditp of unutilized production capacity is a
stimulus with a strong impact on the firm’s deaisto initiate and develop exports (see the
meta-analysis of Leonidou et al. 2007). For thessons, having slack resources such as
underutilized capacitgerves as an antecedent in our model (Czinkotd&Ranélainen 1995;
Leonidou 1995; Westhead, Wright, and Ucbasaran 2d®is inclusion is consistent with the
idea that entrepreneurs’ attitudes result in aagetiehavior if they consider such behavior to be
feasible under current constraints—in our castnegy think internationalizing at a specific time

is feasible (Sommer and Haug 2011).
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2.3 Market-based antecedents of internationalization

The MBYV posits the idea that external market-bdaetbrs often determine firm
behavior (e.g., Porter 1979; Kamakura et al. 20%2holars explain internationalization as a
process firms pursue to achieve a variety of gjiatebjectives, including capturing a key
market before competitors or preventing competiians acquiring a dominant position in a
market (Dimitratos et al. 2004; Johanson and VaR0@9; Tuppura et al. 2008). For example,
Oviatt and McDougall (2005) include competitionaasiotivating factor of the speed of
internationalization. For this reason, we incluaepne of the antecedents of early
internationalization, whether firms internationalizas a means to respond to the actions of their
competitors ¢ompetitors’ behavigr A number of studies have investigated competitors
behavior or intensity (from as early as Johans@h\&redersheirPaul 1975). In their review of
export stimuli, Leonidou et al. (2007) list compieth as one of the reactive motives to begin
exporting, whereas Cadogan, Cui, and Kwok Yeun@Q03) found that export-market-oriented
behavior is beneficial in situations in which corifpee intensity is high.

Other MBV-related antecedents can be a responsetémtial customers’ needs. The
entrepreneurship literature illustrates that trseavery and exploitation of business
opportunities can be not only a result of a pro&cgirocess, but also a reaction to unexpected
events (Chandra et al. 2009; Kontinen and Ojald.BR1Several scholars of internationalization
show that receivingnsolicited ordersan event our model examines as an antecedentffeah a
the timing and scope of internationalization (Diaibs et al. 2010; Ellis 2000, 2011; Leonidou
1995), and, all in all, unsolicited export ordecs@unt for a substantial share of all foreign-

market entries (Ellis 2011). For example, EllisX2Pstudied Chinese international
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entrepreneurs, and 42% of the exchange ventutéssistudy resulted from unsolicited
approaches made by potential customers or inteariedi Leonidou et al. (2007) note in their
meta-analysis on export stimuli that during thdyeaxport stages, firms are more likely to be
influenced by reactive and external factors, whiculd trigger internationalization, and the
receipt of unsolicited orders from foreign custosnieas in general a very high impact on the
commencement of exporting. Having both competiamid customer-based criteria in the model
gives us an idea of how market-based anteceddpts afrly internationalization.

Figure 1 illustrates the set of antecedents ofy@atérnationalization and their exemplary
interplay that we examine in this study. Our bgs@position is that each firm can follow its
own strategic path to early internationalization-e-dinat best fits its existing resources and
capabilities. In many cases, the stimuli might cattleer from external or internal sources, and
sometimes the reason is of a proactive or reaotiere; therefore, export stimulation—a reason
for early internationalization—should be seen asdynergistic outcome of a bundle of factors
(Leoniou et al. 2007; for similar ideas, see albatiira, Styles, and Wilkinson 2009; Crick
2009; Ojala 2009). For example, one firm may hawernationalized early because the
entrepreneur sees exporting as a low-risk actaiy profitable, and other aspects are not
relevant for the outcome, whereas another entrepren the second firm does not see risk as a
relevant issue but internationalizes early bec#usees it as profitable and sees the domestic

market as too small. We explore these antecedemd¢splay next.

<Insert Figure 1 about here>
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3. EXTENSION OF RESEARCH ON EARLY INTERNATIONALIZERSTHROUGH A
CONFIGURATIONAL APPROACH

Attitudes affect behavioral responses to exportivith) one such response being early
internationalization. Several studies establisélationship between these antecedents and early
internationalization (e.g., Ellis 2011; Lu et ab1®; Tuppura et al. 2008). Many of these studies,
however, are correlational in nature and symmedtnictneir analyses. They posit that the
presence of a given antecedent or set of anteced@htead to the occurrence of the outcome.
They argue that the absence of a given antecedset of antecedents thought to be associated
with the outcome will result in the absence of dlakcome. Yet the outcome of early
internationalization may arise from a variety dfelient combinations of antecedents; in other
words, different combinations may be sufficienttloe outcome. This perspective is consistent
with organizational theories of equifinality (Keamnd Kahn 1978; Von Bertalanffy 1968) or the
notion that, as stated by Katz and Kahn (19780p.“& system can reach the same final state
from differing initial conditions and by a variety paths.”

The objective in this study is to evaluate and dbsalternative paths that may lead to
the outcome of “early internationalization;” thug report conditions using measures of
coverage and consistency to assess the extentch aftitudinal antecedents are sufficient for
the outcome to take place.

Correlational methods provide an evaluation ofrteeeffects of independent over
dependent variables. As Ragin (2008, p.112) stdtespnventional quantitative research,
independent variables are seen as analyticallyaelgacauses of the outcome under
investigation. Typically, each causal variablenigught to have an autonomous or independent

capacity to influence the level, intensity, or pabbity of the dependent variable.” These
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methods are appropriate when sufficiency and ndgescur simultaneously. Other methods,
including fsQCA, are more suitable when researcbkiurffjciency alone and when examining
phenomena that are complex in natis@ngyi, Greckhamer, Furnari, Fiss, Crilly, and
Aguilera 2017. FsQCA has been used to explain complex causalggveral recent studies,
notably scholars of national institutions and Vigrigf capitalism, such as Witt and Jackson
(2016) and Fortwengel (2017), and scholars ofesatind firm performance, such as Fiss

(2007, 2011).

4 METHODS

To study sufficiency, equifinality, and asymmethydugh alternative configurations of
antecedents that are sufficient for the outcomearfly internationalization,” we use set-
theoretic methods, as previously stated, in thefof fsSQCA (Ragin and Pennings 2005; Rihoux
and Ragin 2009).

In using fsQCA, several methodological steps aexled. First, raw values of the
variables are calibrated into fuzzy-set membershgres relying on applicable and substantive
empirical knowledge. Second, the patterns of necgsnd sufficient conditions are unveiled,
and causal complexity is discovered. Third, causepes’ parameters of fit—consistency and
coverage in fsQCA—are assessed regarding the staterof sufficiency and necessity (Ragin
and Pennings 2005). Using fsQCA implies relatiopsi@mong variables are understood as set
relations; that is, firms will have variable scotkat will represent the degree of membership
into some set. The following sections provide fartimformation about the data and research

methods used in this study.
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4.1 Data

This study focuses on 29 Costa Rican software campaWe first collected information
through semi-structured interviews, lasting on agerone hour and carried out in the year 2009,
with the entrepreneurs who had founded and corditméead the companies.

During these interviews, a questionnaire was adstered, asking the interviewee to
provide basic background information about the fifon example, the number of employees,
average sales per year, and year of foundationtcarathk the importance of drivers of
internationalization on a 10-point scale (see Taldad section 4.5 for more details), building
on previous work capturing export antecede@sdogan, Kuivalainen, and Sundqvist 2009)
One month after we finished this first round ofdigork, we contacted the entrepreneurs
again—via telephone consultations lasting on avefd&gminutes—to gather further information
about their reasons for entering foreign markele fEmporal break was part of our strategy to
verify that the respondents provided the same atamuadded details to it, as suggested by, for
example, Podsakoff, MacKenzie, Lee, and PodsakoM3). Finally, through open-ended
interviews lasting from 20 minutes to an hour abdiinutes, depending on the willingness of
the entrepreneur to “tell the story,” we collectadther qualitative empirical evidence about
internationalization and the process through wiiehdecisions were made. The last round of
interviews followed an instrument guiding the quess, aimed at identifying firm-related,
market-related, and entrepreneur-related reasorseérching international business
opportunities, as well as enriching our understagaif the internationalization process.

<<Insert Table 1 about here>>
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At the time of the data collection, the universeCokta Rican software producers was
estimated to comprise 150 firms (CAMTIC, 2008). womtacted all of the firms on the list
obtained from the Costa Rican Chamber of Infornmaéind Communication Technology
Producers (CAMTIC). After filtering out the firmbkat were not operational and those that were
not willing to participate, we interviewed 40 firpres response rate of 26%.

Given that we are concerned with small entrepraakiinms, the interviews were
conducted with the founders—those people respangblfirm internationalization (cf., e.g.,
Dimitratos and Jones 2010). Of the 40 firms studreslincluded only those for which we
interviewed the founder or co-founder, which gasditsthand information about the focal
phenomenon. We applied this protocol by askingdéspondents about their status within the
company and corroborating their answers with petataliar with the industry. This process
left 33 firms, four of which had not yet exportedtze time of the study and were therefore
excluded. The final set of cases comprises 29 fiong6% of the Costa Rican software
exporters according to CAMTIC and in line with atiséudies of the sector (Lopez, Kundu, and
Ciravegna 2009; Porter and Ketelhohn 2002).

To limit the effects of country of origin and indus which some authors argue are
important determinants of internationalization (Ggah et al. 2003; Rugman et al. 2011), this
study looks only at Costa Rican business-to-busi(B8B) firms exporting software packages
and related services, such as maintaining and ungdsodftware they installed for a client. All
firms employ fewer than 100 people, are based ist&Rica, and have yearly average sales of
less than US$5 million. The entrepreneurs sharerakeharacteristics: they are between 30 and
50 years old, they are from Costa Rica, and theg lasbackground in electronic engineering or

computing. The highly homogenous characteristiasunfsample are consistent with the key
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features of the Costa Rican software and electsantustry (Villalobos and Monge-Gonzalez
2011). Such homogeneity in personal characteriatlogved us to control for the effects of
entrepreneurial background on internationalizaéiod firm size, and focus instead on other
antecedents (Oviatt and McDougall 2005).

We chose to examine a sample of firms from Costa Because the country hosts a very
dynamic high-technology industry and is a smaleropconomy that allows for examination of
entrepreneurial antecedents for internationalipafioo firms based in small domestic markets

(Porter and Ketelhéhn 2002; World Bank Group 2006).

4.2 Antecedents

This study focuses on three groups of antecedentsafly internationalization: first,
entrepreneurialattitudinal antecedentelated to risk and profitability of internatiorahg, and
the limited size of the domestic market; secapdpurce-based antecedefitere, existence of
underutilized capacity), and thircharket-based antecedem&dated to reception of unsolicited
orders, and the behavior of competitors. See Talibe descriptive statistics and correlations for

these variables.

4.3 Calibration

In fsQCA, data are calibrated into set membershipeas that range between 0 and 1.
Zero implies full non-membership, and 1 implied faembership into the set. Unlike crisp sets
(in which membership is Or 1), fuzzy sets contain values that are not necgsaathe
extremes of the continuum. For this reason, at e#sird value is needed to express a crossover
point that defines both the point of maximum amitigand a boundary for being in or out of a

set (Ragin 2008). Thus, a link between antecedahbatcome is established if consistent
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membership in the outcome is linked to consistegrimership in a combination of antecedents
(Ragin and Pennings 2005).
4.4 Calibration of the outcome

The outcome of interest is the timing of internatibzation, which is normally measured
as age at first entry or, in other words, the tefagsed between firm inception and first export
(Acedo and Jones 2007). Although the notion ofygaternationalization is straightforward, its
operationalization varies. Knight and Cavusgil 00. 16) define BG firms as “companies that,
from or near founding, obtain a substantial portbtotal revenue from sales in international
markets.” This definition is in line with that dllVs (specifically, Oviatt and McDougall 1994).

Knight, Madsen, and Servais (2004) define earlgrimationalizers as firms that start to
export within three years of their founding; Bloodgl et al. (1996) use less than five years; and
Zahra, Ireland, and Hitt (2000) and Shrader gt28l00) use six years or less. We could argue
these variations in operationalization reflect mmerent ambiguity in the concept—its fuzziness.
Thus, using fuzzy sets may prove particularly fulitWe calibrated membership in the early-
exporters group by setting zero years as the feltntvership score (i.e., firms that exported the
year of their inception) and 12 years as the cutofthe full-non-membership score. The point
of maximum ambiguity, that is, the point that deBrthe boundary or qualitative separation
between being “in” or “out” of the set of early émhationalizers, was fixed at six years
(following Zahra et al. 2000 and Shrader et al. ®0We defined continuous set memberships
using the log-odds method outlined by Ragin (208®}ice that firms are not being coded into
one category or another here, such as fast intenadizers or slow internationalizers, as one
would do if using crisp sets. Rather, we estaliiehdegree of membership into the set of fast

exporters. Fuzzy sets allow this degree of memiggesdsessment. In a sense, fuzzy sets allow
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the establishment of how far a firm is from ondha other extreme; therefore, fuzzy-set

principles can be used to explore the questiomstefest (Rihoux and Ragin 2009).

4.5 Calibration of antecedents

The study includes six antecedents: (1) the erdrequrs’ attitude toward risk, (2) their
attitude toward profitability, (3) their attitudeward the limitations of their domestic market, (4)
whether the firm has underutilized capacity, (Setiter it has reacted to competitors’ behavior,
or (6) whether it has received unsolicited ordé/s. asked the interviewees to assess on 10-point
scales the extent to which they agreed with theviehg statements representing the antecedents
(1 =strongly disagreel0 =strongly agreg (a) Exporting is risky; (b) Operating in foreign
markets is profitable; (c) The domestic markebs $mall; (d) | started to export because my
competitors did the same; (e) At the time of mgtfexport, | had underutilized capacity to
leverage to serve more clients; and (f) | first@t@d because | received unsolicited orders.

We calibrated membership into the correspondingysets by taking the highest
possible score as the anchor for full membershigp stmallest possible score as the anchor for
full non-membership, and the scale’s midpoint &sghalitative boundary that separates “in”
from “out” (Ragin 2008). The questions were revdrk® two attitudinal antecedents, in the
sense that a high score meant the entreprenewssiyet a high risk involved in exporting or
that exporting was not profitable for the organimat Hence, in these last two cases, a score of 1
would mean full membership into the set of entreptes that perceive exporting as a high-risk

activity, and similarly for profitability.

5.RESULTS
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To assess whether any of the antecedents of edglynationalization heretofore
discussed could be considered necessary for tltemetto occur, we checked if an antecedent,
or a combination of antecedents, was present icegks, which, consistent with fSQCA
methods, shared the same outcome, namely, eagiynaiionalization (Ragin 2008). Following
Ragin’s (2006) suggestions, we used consistencgunesi to investigate the degree to which
cases adhered to the specified rule to verify wdrdiie set membership value of the outcome
was smaller than the set membership value of ttecadent. The consistency score Ragin
(2006) suggests measures how well cases followles by determining how many cases do
not meet the rule and by how much they miss itoAststency score of 1 means the antecedent,
or combination of antecedents, meets the rulealfmases. A consistency score that exceeds
0.90 indicates the antecedent or combination adaautents is necessary. The antecedents (see
Table 2) were tested for necessity, and the reapfiear in Table 3. Equations for determining
consistency scores are provided in Appendix 1.

<<Insert Table 2 about here>>

Table 3 reports the results of the fuzzy-set amgalysearly internationalization. This
analysis was performed using the fsSQCA softwar&age (Ragin 2008). For simplicity, the
names of the antecedents of interest are abridgéallaws: unsolicited order = O; exports by
competitor = C; small domestic market = M; unddizgd capacity= U; export markets risky =
R; and export markets not profitable = P.

<<Insert Table 3 about here>>

The only consistent antecedent in Table 3 thatedséhe conventional 0.9 threshold is

the small domestic market. This antecedent carobsidered necessary in the set of cases under

scrutiny. We also performed a test for substitwtat@cessary conditiomsfsQCA (this test was
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meant to investigate if two causal conditions [oteaedents] that are operated by a logical OR
are a necessary condition for the outcome). Thecadent R+P (“There is too much risk in
exporting” OR “Exporting is not sufficiently proéible for the organization”) is inconsistent with
the outcome. The OR operation on both antecedeagsegated; however, it is consistent with
the outcome, as shown in the last row of Tablehss Tesult is consistent with the expectation
that the outcome, early internationalization, wdoddassociated with exporting either not being
considered a risky endeavor or not being unprdétabhat the small domestic market is a
necessary antecedent for the firms representdtiddta set does not come as a surprise,
because this antecedent has substantive suppb# iiterature (Bell 1995; Czinkota and
Ronkainen 1995). Given that, we explored what oméecedents could be linked to the
outcome “early internationalization,” by examiniwiether any combinations of antecedents
were sufficient for the outcome to occur (Ragin @200

We chose a consistency cutoff value of 0.837. Vhise is larger than the recommended
rule of the cutoff value not being smaller thans0)(Ragin, 2008). Given the relatively small
number of cases, we use a frequency cutoff valde of

Our next step was to determine if the configuratiorere a subset of the membership in

the outcome. The procedure revealed the following:

EARLY INTERNATIONALIZATION > (~U*M*~C*~R*~P) + (~O*~U*M*~C*~P) +

(O*U*M*~C*R*P).

The equation, which is the summary of our findirgigyws that three paths, or

configurations of antecedents, lead to the outcaramely, early internationalization. Table 4
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presents coverage and consistency of the threggooafions. In this case, all the combinations
of antecedents are consistent subsets of the oetchime solution coverage is equal to 0.68, and
the solution consistency is equal to 0.84. As R§2006) explains, consistency evaluates the
degree to which the cases that share a particalabimation of antecedents also display the
outcome (early internationalization). Coverage e&tds to what extent the combination of
antecedents accounts for instances of the outcbhesefore, coverage is a measure of the
importance or relevance of the solution. Appendsh@ws how coverage and consistency are
determined when assessing sufficiency.

Table 4 partitions the solution coverage to asesselative importance of the different
causal combinations. Raw coverage indicates tlitidraof instances of the outcome that are
embraced by the configurations. The raw coveradgheothree configurations identified in the
complex solution are 53%, 52%, and 11% for Confiyjons I, I, and 1ll, respectively.

Coverage can be partitioned to assess the covdragis unique to one particular configuration.
For the three configurations, unique coveraged.4%, 11%, and 2%, respectively; the
difference between the two is due to overlappirtge three configurations are also presented in a

more descriptive form in Table 5.

<<Insert Tables 4 and 5 about here>>

Figure 2 is a Venn diagram of the results. Thedsrgircle in the diagram represents the
set of cases that show membership in the outconaethe smaller circles inside represent the
cases that exhibit membership in a particular coatimn of antecedents, also in the outcome.

The diagram approximately illustrates which coverafithe outcome is uniquely due to any one
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of the causal combinations, helping to describesttef theoretical relationships between causes
and outcome. Measures of coverage and consisteadeacriptive tools and are not intended as
inferential tools. The Venn diagram implies thestamce of interesting, or at least different,
typologies for early internationalization. The diagy also hints at firms leaning more toward

one combination of these antecedents than anathesgid differently, more toward one of the
corners of the'2space created by the k antecedents); it alsolsitimanumber of consistent
combinations is limited.

<<Insert Figure 2 about here>>

6. CONFIGURATIONS

The small-market motivation for exporting quickypresent in all three configurations,
even though they are combined with different ardents. A small home market in the software
industry often means exporting is critical to afis long-term survival and growth, and in some
cases, firms may internationalize even before tiese had any domestic customers (Bell 1995).
Market for software is global, but some marketseaieently bigger than others; for example,
the US market accounts for 32.6% of the global mtavklue (MarketLine, 2017). Additionally,
software has other features that may support @adynationalization when firms are based in
small markets. First, it is a knowledge-intensiveustry, which entails entrepreneurs may have
superior access to knowledge about markets andriyittes, but the industry and product
characteristics mean product life cycles are stuadtthe research and development costs are
high (Bell et al. 1995; Cusumano 2004). Seconid,ah intangible industry, which means

internationalizing entails fewer barriers, rangfram regulations to tariffs and transport costs.
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The first configuration shows some firms internaéiize quickly, motivated primarily by
the limitations of a small domestic market togethéh their attitudes toward internationalizing,
which they consider to be neither risky nor ungadfie (see Tables 4 and 5). The firms of
Configuration | all specialize in B2B customizedta@re initially targeted for Costa Rican
clients, which they then adapted for foreign maské&hese firms have no excess capacity and do
not respond to competitors’ behavior; in other vepittieir internationalization is not reactive, in
that it is not a reaction to either having unussburces or the actions of competing firms. Here
the entrepreneur has a clear attitudinal predisposioward internationalization, not
contemplating its riskiness related to, for examipbility of foreignness or the fact that foreign
markets might not be profitable. The entreprenefitbe first configuration were sure of their
decision to internationalize, though they admiiteglas not a predetermined plan or path when
they founded the firm, which would be the case amfiyuration Il, and they did ponder whether
it would be risky or profitable.

One of them, for example, stated,

Exporting reduced our dependency on the domestiketiaso in a sense it was an

attempt to do what was less risky. Imagine you ddpe a market of four million

people, with our average income per head...that eisquivalent to a neighborhood in

New York..., would you consider that to be a safatetyy? | think that entering foreign

markets was no more risky than starting this bissinebut when | started the firm that

was not in my mind, it is something | came to thafter we were up and running, with
some local clients and a team...when | decided wdete® export, | began mobilizing

all the contacts | had abroad...first to get inforimmtthen to get introduced to potential
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clients...l had really no idea how to go about ity ymow this was not a multinational,

just a small firm, but at the end it worked.

Interestingly, the accounts of these entreprengairsot mention factors related to the
available firm capacity, suggesting on the contthat they were willing to retreat from the
domestic market to focus on exports. For example,said, “We really had to get out there, so |
hired three foreign sales managers and began ggtigim everywhere...it cost me a lot of
money, and after a while I learned | needed to beerfocused on specific markets and clients,
but we did manage to find foreign clients very glyc

The second configuration of antecedents is similar,n this case, attitude about the risk
of exporting is not relevant; in other words, wregtbntrepreneurs consider exporting to be risky
does not influence their decision to internatiazekoon after inception (see Tables 4 and 5).
These firms are moved primarily by the limitatiasfghe small market and the perception of
exporting not being unprofitable, but risk does s&¢m to play a role. This finding is surprising
because internationalizing quickly is often asseciavith risk-prone behavior (Shrader et al.
2000). This perspective can be interpreted asaleded decision to internationalize quickly—
one in which the firm seeks foreign markets basethe entrepreneur’s attitude toward the
profitability of internationalizing. As in the fitgonfiguration, these firms do not have
underutilized capacity. One entrepreneur explamediecision with this statement: “With the
type of product we had, from the start we knew waé to target international markets. It was not
about whether or not it would be risky...it had todme....had | thought we could not make
profits in international markets | would have ntarted this firm or developed a different

product.” Another said, “When we launched this,hvagl in mind a few strategic foreign
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clients...we were not interested in the local firmse wmere focusing on what was happening in
the US, at the ‘heart’ of the technological changs,here.”

In the third configuration, entrepreneurs interoiadlize quickly when they receive
unsolicited orders, in spite of perceiving expoerkets as both risky and unprofitable (see
Tables 4 and 5). As in the other two configuratjahsy consider their domestic market to be too
small, but in this case, they do have underutilizagiacity. This causal path to the outcome
shows a much more passive or reactive configurati@ntecedents in which entrepreneurs,
despite perceiving exporting as risky and unprbféado enter foreign markets early but
somewhat accidentally; they receive an unexpeateer @and have the capacity to fulfill it,
which is consistent with the argument that serahdipay play a role in internationalization
decisions (Ellis 2011; Kontinen and Ojala 2011lmy. &ample, one entrepreneur said,

Exporting? | had never thought of that. You knowatl this small business, | was happy

to be able to make a living with a few contracteehel knew | could never grow the

business much because it is a small market, baslssmewhat ok with it. You could say
| was not ambitious enough...then one day, we redéigecall, and one thing leads to
the other, before | know it we have the first fgreclient...of course, it helped that we
had just finished a large project so we had theleetm work on it (the foreign sale).

Another entrepreneur said,

Here, | know the market very well. Abroad, not it Bhe risk of getting into something |

do not fully understand...for that reason | was eaidy to export. | was scared of the

idea, scared that it might burn our resources, lvhiere scarce at the time. Of course |
knew that being only a domestic firm there weratsno how much we could sell, but |

thought it is better to stay small than to put gtleng we worked for at risk. At the same
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time, | am an entrepreneur...the opportunity camepeeted and | took it...yes, | did

think it was risky, but as an entrepreneur you gbmake risks. | would have not

sacrificed a local client for an unknown foreigreat. But we had space for one extra

contract at the time, so | decided to give it at stmal see what happens.

We concluded the analysis by examining plausibidigarations that dmot lead to
early internationalization. A fuzzy-set analysisdrbngnot early internationalization, using the
same set of antecedents, revealed results thatneeparticularly illuminating. Only one
instance exhibited a consistent membership in ongec of the vector space of the said
antecedents that led to the outcomet'early internationalization.” The firms thdid not
internationalize early are led by entrepreneurs¢basider exports to be risky and not
necessarily profitable, in spite of the small doticemarket, such as those of Configuration Ill.
Unlike Configuration Ill, however, these firms didt receive unsolicited orders, or, in one case,

received an unsolicited order when they had noesgapacity to attend it.

7. CONCLUSIONS AND DISCUSSION

This study uncovers three configurations of antenesifor early internationalization, all
of which include perceiving the domestic marketassmall. The three configurations present
subtle but important differences in the causal éthat lead to early internationalization and
show that the combination of causal factors, derivem the MBV, RBV, and entrepreneurial
perspective, is what really explains when firmstfinternationalize, as opposed to each of the
individual antecedents by themselves.

The first reveals an entrepreneur who actively séekninimize the limitations imposed

by a small domestic market by venturing abroadsharing internationalization to be neither
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too risky nor unprofitable, which is consistentiwihe literature on international
entrepreneurship (Andersson and Wictor 2003; Datos et al. 2010; Javalgi and Todd 2011;
Jones et al. 2011; Oviatt and McDougall 2005; Skeppand De Tienne 2005; Zahra et al.
1997). Zahra et al. (1997) studied the role ofdbmestic market as a driver of
internationalization and international performanieey concluded that dynamism in the home
market might encourage the ventures to seek additspurces of revenue from overseas. The
domestic-market environment and its dynamism, hiystand heterogeneity can all affect
international performance (Zahra et al. 1997). Mahthe above-mentioned studies mentioned
entrepreneurial mindset, or global mindset, viseomj dimensions of entrepreneurial orientation,
such as innovativeness and risk-taking, as driokensternationalization (e.g., Andersson and
Wictor 2003). Furthermore, Javalgi and Todd (2Gdbnd that entrepreneurial orientation leads
to a higher degree of internationalization, andialer of studies have reached similar findings
related to attitudes toward risk (see, e.g., thieeve of Jones et al. 2011). These firms, unlike
those of Configuration Il, specialized in non-nigiteducts and services such as human-
resource-management software programs. The entieymedeveloped the business with local
and regional markets in mind, as opposed to plantariarget only a few non-local clients from
the start, as the firms of Configuration Il. Howewenlike the entrepreneurs of Configuration I,
the entrepreneurs of Configuration | see intermatii@ation as an attractive perspective and
pursue it actively. The entrepreneurs took actemhyeo pursue internationalization to
compensate for the small size of the domestic nhaukeng their time, effort, networks, and
ideas. The entrepreneurs described their effortsasing on the need to “find new markets,”
“diversify into new territories,” and “enter newuatries.” They pursued internationalization by

attending trade fairs and other events and by imgjldnd using personal contacts with
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professionals operating in markets in which theyeasterested, which is consistent with
Coviello (2006). All the entrepreneurs of the ficsinfiguration emphasized their personal
involvement in the internationalization processpppgosed to providing a description focused on
the business model and the firm features, as artteprs belonging to the second configuration,
or focusing on external factors, namely, unsoletibeders, as drivers for internationalization,
which was prevalent among entrepreneurs belongitiget third configuration.

In Configuration Il the domestic market is too shaad foreign markets are seen as not
unprofitable. However, in this configuration, udikn Configuration I, risk doesot appear to be
a relevant factor. The firms in Configuration Itidiot receive unsolicited orders, whereas this
factor was not relevant for the outcome in Confagion I. The fact that risk is not a relevant
factor for Configuration Il, whereas it is in ba@lonfiguration | and Configuration Ill, points to a
more strategic approach to internationalizationemgby factors other than the risk perception of
the entrepreneur determine early internationabrafl his configuration resembles the behavior
of larger firms (multinational corporations) thaeanot affected by the same level of resource
constraints and the risks associated with thenlN®s nd BGs (Johanson and Vahlne 1990;
Oviatt and McDougall 1994; Rugman et al. 2011) sTotion is interesting because many recent
studies have emphasized the role of effectuatiaeaision-making, in contrast to the more
rational or causal planning and decision-making.(&ummela et al. 2014; Kalinic et al. 2014).
Our study shows some companies clearly follow aenamoiess rational approach, which,
combined with the small domestic-market causalceatent, leads to early internationalization,
regardless of whether they do or do not have unaapdcity.

The low importance of risk found in Configuratidrcan be explained by the fact that

internationalization was always part of the stretgdan for these entrepreneurs, which reduces
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the role of risk perception when deciding whetloembve early or later. An example of such a
firm is one specializing in a software that autoesahe programming operations needed when
moving programs across different operating systdins.entrepreneur always planned to sell to
foreign buyers and knew his firm could not suniivéts small domestic market. The firms of
Configuration Il have few large clients in one wotforeign markets, which account for the
majority of their sales. Notably, two of these fgmpened a subsidiary abroad to improve their
service to one of their key foreign clients.

The third configuration shows a much more readiype of entrepreneur: one who sees
risk and unprofitability in export markets and date@market limitations, but for whom the
reception of unsolicited orders and the existeriasderutilized capacity are part of the
antecedents for becoming early internationaliZEings configuration is somewhat consistent
with the idea of serendipity affecting internatibeatrepreneurship (Jones and Coviello 2005;
Kontinen and Ojala 2011b). Yet it combines elemenhtserendipity with specific
entrepreneurial attitudinal antecedents, whereb\etitrepreneur considers internationalizing to
be risky and not profitable but is aware of theifations of the domestic market and thus seizes
the international business opportunity (Crick apeérge 2005; Ellis 2011; Jones and Coviello
2005). The firms of Configuration Il developed gduxts specifically for local clients, such as
local retailers. Given the similarities of Costa®&to other markets in the region, such as El
Salvador or Guatemala, these products were alsab$eiifor some foreign clients, which
contacted them from abroad and sealed their figbs. Some of the firms in this group may
also consider following an incremental internati@aion path (e.g., Johanson and Vahlne
2009), and overcome the obstacles over time thréeayining and becoming part of the local

networks, which would lower the risks involved imarnationalization. One of the entrepreneurs
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said, “After that first foreign sale, we understdbdt it could be done, we could try having a few
other foreign clients...it was risky but it could opeew opportunities for growth, and we were
always aware of how small Costa Rica is.” For theses, internationalizing was a learning
process, unplanned, but changed the opportunitgisie® mechanisms for the entrepreneurs,
who subsequently began to include foreign marketkeir business plans, influencing the way
they conceptualized and marketed their productsti#er entrepreneur said, “I still consider it
risky, but now | do think about foreign markets.. tla time (of the first export) it was
something completely outside of my preoccupationsw. hthink about whether something | am
working on could be suitable for clients abroachot.”

The firms of Configuration Il internationalized méy, though not exclusively, toward
regional markets, the origin of unsolicited ord&snilar to the firms of Configuration Il, they
entered a small number of foreign markets becalispeaific clients as opposed to openly

pursuing new opportunities in unexplored new market

7.1 Theoretical Implications

This study illustrates that entrepreneurial firmag ©e early internationalizers for
different combinations of reasons, as argued bglachwho study exporters (e.g., Leonidou et
al. 2007). This study responds to calls for theafsaultiple theoretical frameworks and
innovative data analytical strategies such as fs@UAternational business (Welch et al. 2011).
Our results are helpful in framing the ideal sdtiaotors or antecedents. For example, first
consider the findings of Fan and Phan (2007) wintheir study focusing on intra-European
airlines, suggested the size of the firm’s domesticket and its production capacity, as well as

economic forces, affect a new venture’s decisiointernationalize at its founding. Second,
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consider Armario et al. (2008), who state theiranapntribution was to establish market
orientation as a distinctive competence suppoffimgs’ activities in foreign markets. Third,
several studies look at factors leading to diffetgpes of timing and presence in international
markets (e.g., Kuivalainen et al. 2007; Tuppurale2008; Baum et al. 2011). Kuivalainen et al.
(2007), for example, focus on international entegpurial orientation; Baum et al. (2011) look
at antecedents such as product differentiationgamath orientation; and Tuppura et al. (2008)
examine resource versatility and international dghoarientation. Whether different paths could
lead to a similar outcome, namely, early interrmagl@ation, is much less known or at least less
theorized. We believe that the complex causalitynase uncovered helps to refine the
understanding of the process of internationalizatdultiple, complementary theoretical
viewpoints would be helpful to frame the realitpdan this effort, fSQCA can be a helpful
method (cf. also Misangyi et al. 2017). Thus, weocemage scholars to use fsQCA in
internationalization-process studies in the future.

In our study, we used antecedents from the thrélekwewn literature streams
(international entrepreneurship literature, RBW &BV) and showed three possible
configurations linked to the interaction of theergdent “small market” with other antecedents,
namely, attitude toward risk and profits, underelsssources, and unsolicited orders. Our
categorizations can provide a platform for thegaedly grounded typologies about how different
types of firms may pursue international opport@sitearly in their life cycles.

We should also emphasize the different types ofigorations and their possible link to
different strategic layers in the industry. Thedbadustry, software, is inherently global but
also contains different strata because some stdizédrinternet- or cloud-based software can be

very global, whereas some tailor-made B2B softvearebe very local. In his seminal study on
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small-software-firm internationalization, Bell (1®)9found that key factors affecting market
selection were client followership, sectoral tamyg{i.e., niche strategy), and computer-industry
trends (e.g., concentration of the markets and tjroates in different markets). Ojala and
Tyrvainen (2007) found that software-market size gaographic distance of the market could
explain 70% of country choices of Finnish softwaMEs. The market size explains much of the
US market entry of many focal Costa Rican firm®ohging to Configuration Il, where the
decision-making followed a more or less rationgdtsigic planning trajectory. In Configuration

I, the reason for early internationalization mayrhore reactive and based on serendipity, hence
the more regional focus in internationalization.nyaf the firms had actually very narrow

regional focus (i.e., Central America).

7.2 Managerial Implications

Our findings are relevant for entrepreneurs andagars because they illustrate that
small firms can become early internationalizersdiféerent paths, as opposed to through a
unique and possibly difficult-to-imitate trajectofhe size of the domestic market seems to act
as a commonly understood driver, though it triggemsepreneurs to internationalize only when
it combines with other factors. The one common d&nator is the risk-return trade of the
entrepreneur, which affects the resource allocasoope of international expansion, and
performance. Different pools of resources may axadht provide the basis for the same
outcome, namely, early internationalization. Untmrding the relevant resources, studying the
decision-maker characteristics and market-base¢driaand comparing these with the found
configurations can provide managers and entreprsreetool kit for moving the firm forward.

The presented configurations can provide benchnearliheuristic value in general in decision-
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making on (early) internationalization. The resalts particularly important for firms that focus
on niche products and services, which need to ugl in multiple markets in order for these
firms to survive and eventually grow. In their phémg, they could relate to and benchmark
Configuration I, for example. Another implicatiaf our study is that the entrepreneurs who
plan internationalization as part of their broaskeategy factor in risk from an earlier stage, and
hence may not “find” internationalization to bekgisbecause not internationalizing was never a
real possibility, given that they focused on nigheducts (Configuration II). On the contrary,
attitude toward risk is an important causal anteogdf internationalization for the entrepreneurs
who initially focus on the local market, as do thas$ Configuration | and Ill, whereby only
those who find international markets to be neitigsrofitable nor risky (Configuration 1) may
pursue them, whereas those who do find them rigklyp@ssibly unprofitable (Configuration I11)
will do so but only in reaction to specific circutasces, that is, having capacity and responding
to an unsolicited order. The configurations are at®re broadly relevant for firms based in

small economies, which face the limitations of @peg in small domestic markets.

7.3 Limitations and further research

The configurations found in this study can provédeasis for a number of new studies.
Reuber et al. (2017, p. 418) suggested that whelifferent paths can lead to similar outcomes
(i.e., early internationalization in our study)isder-theorized in the international
entrepreneurship literature, and that scholarsldidevelop theoretically grounded typologies
about how diverse firms may pursue internationglosfunities in different — but effective —
ways.” The configurations presented here coulddselas categories to build typologies that can

help in the building of integrative theories thater multiple causal relationships between
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structures, strategies, and contexts (cf. ChildR18%s 2011). Second, we believe the role of
decision-making in the configurations could alscshelied further. Our findings provide
evidence on more rational and less rational detisiaking on early internationalization,
showing that not all BGs and INVs are the same.

We acknowledge that our study was exploratory dutstlimitations. For instance, the
large overlap found in the configurations of antksgs suggests additional variables such as
networks (Coviello and Munro 1997; Johanson andinaB009), strategic orientation, and
industry life cycle (Cavusgil and Knight 2015) midie needed to obtain cleaner typologies.
Consequently, in the future, even more holisticligsi of different stimuli for early
internationalization should be taken into consitdera Furthermore, our measures, being single
variables, may be prone to measurement error. Osglge avenue for further research would
be to gather data related to entrepreneurial ditit variables based on multi-item scales to add
to the validity of our results.

The Costa Rican context has certain unique culttiratacteristics. However, because the
software industry is a high-tech industry and h&age international ethos, we believe our
results are rather generalizable—at least in tiéesd of small, open, developing economies.
Clearly, being based in a small economy contribtdesxplaining the importance of the small
size of the domestic market as a driver for earlgrnationalization. However, this result is
consistent with previous research (Phan and Fa¥,;Z0jala and Tyrvainen, 2007). Further, as
mentioned above, naturally even within the softwadeistry some segments have more
opportunities, whereas some firms may only havergal customers abroad—and all in all the
idea of the market size might be perceptional. Feustudies should explore further the role of

market-size perceptions.
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Natural effects may stem from contextual factoreunresearch, for example, in relation
to target-market selection (cf. Ojala and Tyrvai2e07 for Finnish software firms). Hence,
another possible avenue is to replicate the stydgxlmining low-tech firms, larger companies,
and firms based in large economies and economigi$f@nent levels of development, so as to
develop a more refined set of configurations td@rpnyhy some firms internationalize quickly
and others take longer. Finally, studying the pennce consequences of the configurations
would be of importance. Even though a number diigp&gad to early internationalization, we
lack information on the outcomes of early interoaélization. Some studies explain the role of
individual factors (see, e.g., the review of Joeteal. 2011), but the nature of the method used
here, fsQCA, can provide new insights on this matée hope our study can provide a platform

for these types of endeavors.
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Figure 1. A priori conceptual model — factors |lewgio early internationalization

No unsolicited orders

No underutilized capacity

: Profitable

Not Risky :

Not profitable
Has underutilized capacity

Has received unsolicited orders
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Note: Entrepreneurial (attitudinal) antecedents: Attittm@ard risk, Attitude toward the profitability of
export markets, Attitude toward the size of the dstit market

Resource-based antecedents: Underutilized cagavigjlability of extra organizational resources)

Market-based antecedents: Competitor behavior (teegdernationalize as a way to either anticipate
respond to competitors’ behavior), Unsolicited osde
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Figure 2. Venn diagram

Early

~OFURMECEP e oo Internationalization

Raw coverage = 0.52
Unigue coverage=0.11 .~ = s T T T

NutthctmRtmp

Raw coverage =0.53
Unique coverage = 0.14
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Raw coverage=0.11
Unique coverage = 0.02

Venn diagram of the partitioning of set-theor etic coverage of early internationalization
using fuzzy sets. O: Unsolicited order; C: Exports by competitor; M: Small domestic

market; U: Underutilized capacity; R: Export marketsrisky; P: Export markets not
profitable.

Note: ~ stands for negation.
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Tablel

Descriptive infor mation on the respondent firms

Firm Size First market Per centage of Customers L ocated Timeto
(number | entered Within | Regional International | First
of Country Export
employees (years)
category)

1 5 Guatemala 40.0% 30.0% 30.0% 6

2 4 USA 15.0% 0.0% 85.0% 0

3 1 Canada 96.0% 2.0% 2.0% 3

4 4 Panama 95.0% 5.0% 0.0% 17

5 4 Dominican Rep. 5.0% 0.0% 95.0% 2

6 1 Central America N/A N/A N/A 1

7 3 Dominican Rep. 85.0% 7.5% 7.5% 4

8 2 Venezuela 60.0% 20.0% 20.0% 2

9 2 Dominican Rep. 65.0% 30.0% 5.0% 6

10 4 El Salvador 50.0% 50.0% 0.0% 13

11 1 Central America 20.0% 40.0% 40.0% 4

12 2 Panama 85.0% 5.0% 10.0% 0

13 4 El Salvador 20.0% 10.0% 70.0% 5

14 2 USA 80.0% 10.0% 10.0% 2

15 1 Nicaragua 90.0% 10.0% 0.0% 10

16 4 El Salvador 20.0% 60.0% 20.0% 2

17 5 Venezuela 42.0% 31.0% 27.0% 2
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18 1 Central America 2.5% 15.0% 82.5% 0
19 2 Central & South | 95.0% 3.0% 2.0% 4
America

20 2 Mexico 50.0% 50.0% 0.0% 0
21 3 Central America 70.0% 30.0% 0.0% 4
22 5 Nicaragua 1.0% 25.0% 74.0% 2
23 2 El Salvador 85.0% 10.0% 5.0% 7
24 1 USA 90.0% 10.0% 0.0% 4
25 4 Mexico 80.0% 10.0% 10.0% 3
26 2 Ecuador 10.0% 10.0% 80.0% 1
27 2 Mexico 90.0% 5.0% 5.0% 0
28 2 Ecuador 70.0% 10.0% 20.0% 2
29 1 Nicaragua 90.0% 10.0% 0.0% 7

Note:Number of Employees: 1=0 to 10 employees; 2 =01A5temployees; 3 = 26-50 employees; 4 =
51 to 100 employees; 5 = over 100 employees. Idlses where “Central America” is given as a first
market, the respondents did not wish to specifyhich country they first entered. However, they
confirmed that their first international marketmnivas into one of the countries of Central America
which they identified as El Salvador, Honduras, ®8oela, Nicaragua, Panama (and Costa Rica, but in

this case, it is excluded because it is the couwftorigin of the focal firms).
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Table?2

Spearman rank correlation coefficients and descriptive statistics for variables (n=29)

TTFE @) U M
@) 0.007
U -0.001 0.056
M -0.012 0.050 -0.3607
C -0.009 -0.430* -0.088 0.024
R -0.081 -0.250 0.252 -0.055 0.024
P 0.210 0.001 0.189 -0.170 0.031 0.438*
Mean 3.90 4.52 3.03 7.83 2.97 2.62 1.48
S.D. 3.97 2.76 1.72 1.81 1.45 1.59 0.91
TTFE Time to first export (outcome)
O Reception of unsolicited orders
U Existence of underutilized capacity
M Small market size
C Competitor behavior
R Perceptions of risk
P Perceptions of profitability
S.D. Standard deviation

*#p<0.01; *p<0.05; T P<0.1
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Table3

Test of necessary antecedents of early internationalization

Antecedent Consistency Coverage
Unsolicited order: O 0.27 0.79
Underutilized capacity: U 0.25 0.84
Small domestic market: M 0.94 0.80
Exports by competitor: C 0.51 0.81
Export markets risky: R 0.47 0.81
Export markets not profitable: P 0.18 0.84
R+P 0.47 0.81
CR+CP 0.91 0.76

Note: Ostands for negation.
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Table4

Consistency and cover age of the configurations

Configuration Raw Coverage Unique Coverage Consistency
~U*M*~C*~R*~P 0.53 0.14 0.85
~O*~U*M*~C*~P 0.52 0.11 0.91
O*U*M*~C*R*P 0.11 0.02 0.97

Note: [ktands fonegation.O: Unsolicited order, U: Underutilized capacity, Bmall domestic market,

C: Competitor behaviour, R: Export markets riskyERport markets not profitable
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Table5b

Three configurationsleading to early internationalization

Reception of Under utilized Attitude Behavior of Attitude Attitude
Unsolicited Capacity toward the  Competitors toward toward
Orders Size of the Risk of Profitability
Domestic Exporting of Exporting
mar ket
Configuration Not Relevant for No Domestic Not Reacting  Not Risky Profitable
I the Outcome Underutilized Market Too to
Capacity Small Competitors’
Behavior
Configuration No Unsolicited No Domestic Not Reacting  Not Profitable
I Orders Received Underutilized Market Too to Relevant for
Capacity Small Competitors’  the
Behavior Outcome*
Configuration Has Received Has Domestic Not Reacting  Risky Not Profitable
Il Unsolicited Underutilized Market Too to
Orders Capacity Small Competitors’
Behavior

*When an antecedent is “not relevant for the outednt means that whether or not such an antecadent
present has no effects on the outcome. For examleis case, whether the entrepreneur considers
internationalizing to be risky or not does not effthe speed of internationalization.
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Appendix 1
Consistency and Coverage I ndicators When Testing for Necessity

The consistency score is given in equation Appl-1:

Consistency (XkYi) = imin(Xi,Yi)/iYi . (App1-1)

i=1 i=1
The coverage rate of an antecedent Xi or a combimaf antecedents necessary for the outcome

is given in equation Appl-2:

Coverage (YEXI) = imin(Xi,Yi) /iXi . (Appl-2)

i=1 i=1
Xi represents membership scores in a combinati@anti@cedents, Yi represents membership

scores in the outcome, and C is the number of cases

Appendix 2
Consistency and Coverage I ndicators When Testing for Sufficiency
In dealing with sufficiency, consistency is given(Ragin, 2006)
c c
Consistency (XiYi) = > min(Xi,Yi)/ > Xi,
i=1 i=1
and coverage is given by (Ragin, 2006)

Coverage (XKYi) = imin(Xi,Yi) /iYi .

Xi represents membership scores in a combinati@anti@cedents, Yi represents membership

scores in the outcome, and C is the number of cases
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