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ABSTRACT

We examine the antecedents of international andedbmlearning effort in independent
firms. We combine learning theory and the “ati@mtbased” view to examine how firms’
degree of internationalization, the age at inteomai entry, and entrepreneurial orientation
are associated with the extent to which they engagéoreign and domestic learning
activities. In particular, our study shows that lyaentry in foreign markets and an
entrepreneurial orientation are positively related culture that promotes learning effort in
international and domestic markets. On the othemdhavhereas a firm’'s degree of
internationalization does not have a significargoagtion with international learning effort,
the degree of internationalization is negativebaterl to domestic learning effort. We discuss

the implications of our study for theory, practieed future research.
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EXECUTIVE SUMMARY

We use the attention-based view and learning thodgvelop theory and hypotheses
in terms of where internationalized firms devoteitHearning effort. The attention-based
view of the firm argues that firm behavior depeondshow attention and efforts are directed
across activities (Ocasio, 1997). Learning thed®@phen & Levinthal, 1990) suggests that
firms learn more when they exert significant effiorprocessing new external knowledge. As
such, we suggest that learning theory complemaéetsittention-based view by revealing how
much effort firms might devote to different extdrkaowledge.

Consistent with the attention-based and learnirgpthaviews, we examine the
relationship between a firm's effort to learn frats1thome market and its foreign market(s)
with its current foreign presence, the extent ®fareign “identity,” and its orientation toward
competing. More specifically, we examine the relaship between the firm's degree of
internationalization, its age at first internatibeatry, and its entrepreneurial orientation with
the attention that is devoted to learning actisitie the international and domestic market
place. Whereas we focus primarily on factors tixglagn why firms exert more or less effort
directed at learning about foreign markets (i.éntefnational learning effort”), we also
consider the implications of such factors on théemixto which learning activities are
undertaken in the domestic market place (i.e., “estio learning effort”).

We base our analysis on a sample of independememmanaged Belgian firms. We
used Belgium as the research site to increaseikbihbod for firms to have engaged in
international activity. At the same time we expsignificant variation in the timing and
degree of internationalization among the sampladdfias earlier studies in small, European
countries argued that while many firms see crosddyaoperations as necessary, others avoid,
postpone, or minimize cross-border exposure.

Regression analyses show (1) that the degree efnationalization is negatively
related to domestic learning effort but not relatednternational learning effort, (2) that the
earlier a firm engages in international activitiie tgreater its international and domestic
learning effort, and (3) that entrepreneurial c@agion is positively related to the intensity of
learning effort undertaken in the international aodestic market place.

One of the contributions of this study is that vé@ prior research has examined how
“born global” firms enter foreign markets basedtbeir entrepreneurial skills and capacities

(e.g., Oviatt & McDougall, 1997), we take a sometutifferent approach by examining how



the firm’s existing international operations, itgeaat foreign entry, and its entrepreneurial
orientation are associated with the developmethefirm’s learning capacities.

We find that degree of internationalization is @ty) positively associated with
international learning effort but (significantlyegatively related to domestic learning effort.
These results suggest that a firm’s strategic @iens directed by the scope of its cross-
border operations. Our finding that earlier entnjoiforeign markets is related to greater
international and domestic learning effort sugg#sas early internationalization may create a
company-wide learning culture: that is, internagibperations likely involve the whole
organization rather than being restricted to thren’8 unit(s) dedicated to international
activities. Further, the results regarding the fesirelationship between entrepreneurial
orientation and both types of learning effort maglicate that a proactive, experimental
market stance may promote a learning-by-doing dymawhich includes the intense
assimilation of information regarding domestic antrnational markets. Overall, our study
suggests, then, that if learning is essential twess, firms may be well-advised to adopt an
entrepreneurial orientation and to enter foreignrkeis early rather than late. This
prescription should be tempered by the recognitiat early entry may also increase risk.
Also, because high levels of internationalizatioraymretard domestic learning effort,
internationalizing firms may need to be mindful ddmestic learning in order to maintain

their overall competitive posture.



INTRODUCTION

In the increasingly knowledge-based global econoffiyns seek proactively to
internationalize earlier in their existence and en@pidly than in the past (Autio et al., 2000).
Some ventures are even "born global." For manywes, internationalization appears not
just an afterthought, but an essential gambit. &k, internationalization inevitably alters
the focus of a firm’s strategic attention (Ocadi®97). For firms that have internationalized,
the important questions are no longer, “why showdinternationalize?” or “when should we
internationalize?” but rather “how much effort shbube put in the international
marketplace?" and “how should our domestic acésitevolve to accommodate our multi-
country status?”

With the development of the knowledge-based econevhgt a firm learns and how it
develops its learning capacity become increasimgiycal (Grant, 1996; Zahra & George,
2002). We adopt the attention-based view and iegrtheory as the basic framework for
developing theory and hypotheses regarding wheternationalized firms devote their
learning effort. The attention-based view of tirenfargues that firm behavior depends on
how its decision makers direct their attention asra@ctivities (Ocasio, 1997). More
specifically, it holds that the focus of attentiand effort depends upon what resources have
been accumulated over time, what type of identity gelationships have been developed, and
what rules are embedded within the organizatiomsTthe current disposition of international
assets, the international “identity” the firm hasvdloped, and the firm's orientation toward
competing should all be critical to where a firmedis its effort. Learning theory (Autio et
al., 2000; Cohen & Levinthal, 1990; Zahra & Georg@02) holds that firms learn best when
new knowledge is related to prior knowledge and rwiiedevotes significant intensity of
effort in processing new external knowledge. Ashsut complements the attention-based
view by revealing how much effort firms might degdb different external knowledge.

Much recent literature has argued that learning karavledge creation are the most
important strategic activities of the firm (Grah896; Spender, 1996). Learning's importance
stems from the centrality of knowledge to the fiimthat the firm may be understood "as a
knowledge-creating entity" (Nonaka et al., 2000).other words, a firm can be conceived as
a means to acquire, assimilate and exploit knovdddgachieve commercial ends (Cohen &
Levinthal, 1990); therefore, knowledge and the béja to create and use it "are the most
important source of a firm's sustainable competitadvantage” (Nonaka et al., 2000:1).

Important to new knowledge creation is the effortdertaken to identify and gather
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knowledge (Cohen & Levinthal, 1990; Spender, 19¥96firms are to renew themselves via
the renewal of their knowledge bases and theiragaes to learn, they must expend requisite
effort to obtain and assimilate new external knalgke (Zahra & George, 2002). For firms
that compete not only domestically but also in onenore foreign markets, a critical question
is how to allocate learning effort between domeatid foreign markets. Zahra, Ireland and
Hitt (2000) claim that the ability to acquire andegrate foreign and domestic knowledge is
critical to a multi-country firm's development aperformance. Therefore, we focus in this
study on factors that drive such effort.

Consistent with attention-based and learning-bag®ss, we focus on the relationship
of a firm's effort to learn from its home marketdaits foreign market(s) with its current
foreign presence, the extent of its foreign “idgntiand its orientation toward competing. We
assume that international learning effort and daimdsarning effort are related to one
another in some systematic ways. That is, firms fm@ygenerally more or less “learning
active,” a condition that would result in some pigsi covariance of international and
domestic learning effort. At the same time, therfesvork we develop suggests that domestic
and international learning effort may at times bigeh in different directions. As suggested in
the above discussion, the extent of a firm's curmeternational presence should have an
effect on the allocation of its learning effort. Véso suggest that the extent of a firm's
international “identity” will affect its attention.Some researchers (e.g., Autio et al., 2000;
Brush, 1992) have argued that the age at whichnaifiternationalizes affects the extent to
which it sees itself as primarily a single-counfiryn or as a truly “inter- or multi-national”
firm. Therefore, the age of the firm at foreignrgntan be seen as a proxy for its identity.
Finally, the firm's entrepreneurial orientatiore(j.its proactivity, innovation, and risk-taking
[Miller, 1983]) establishes the rules and norms &xpending effort toward knowledge
development and renewal.

In order to study these issues, it was importarchtwose a market in which most firms
would be operating in multiple countries. Earli¢ndses have indicated that multi-country
operations, even among independent entreprendura, is common in smaller European
countries (Autio et al., 2000; Eriksson et al., ZR9For this reason, and because one of the

co-authors was located there, we selected Belgaitheresearch site.



THEORETICAL FRAMEWORK AND HYPOTHESES

Learning theory suggests that organizations ledrarmthe activities and experiences
of individuals become assimilated into the routjr@stems, and policies of the organization
(Grant, 1996). A premise of this paper is that gineater the attention a firm devotes to
developing new knowledge and to exploiting exiskngwledge, the greater its learning. This
premise is consistent with prior theory which hottat the amount of information learned
and the ease of its retrieval depend upon the sitienf effort expended in its acquisition
(Cohen & Levinthal, 1990), and with the notion tlaatirm’s behavior can be envisioned as
the pattern of effort and attention devoted to sjeactivities (Ocasio, 1997). Learning is
path dependent in that what a firm attends to aachk in one period helps define its feasible
set in the next period (Cohen & Levinthal, 1990)herefore, the success of firms in the
marketplace will depend in large part on the eaHgices firms make and on the focus and
level of their attention and effort (Autio et &2000). We therefore conceive of the extent to
which firms devote attention to learning in theemmational as well as domestic marketplace
as a critical outcome variable, and we focus omtestion of how several factors affect this
“learning effort.”

Ocasio (1997) argued that a firm's behavior depemwds existing resources,
relationships and rules, and the manner in whidsdhfactors focus its strategic effort or
attention. We apply Ocasio’s framework to firmsvelepment and renewal of their domestic
and foreign market knowledge. Although learningciigical to the survival and growth of
firms competing across borders (Johanson & Vahl88]1; Zahra et al., 2000), prior to the
1980s, research into internationalization relatedy andirectly to the role of learning.
Instead, it focused on identifying how externaltéas (e.g., extending the product life cycle,
securing needed resources, and gaining accesw toolst factors of production) affected the
timing and mode of internationalization (Kogut, 898 During the 1980s research attention
was given to the benefits of transferring knowledigéween domestic and foreign markets
and of coordinating effort across a network of tawes (Bartlett & Ghoshal, 1989; Kogut,
1989). Firms may learn directly from foreign mark&perience and indirectly via observation
of foreign firms or from interactions with foreigrartners, and they may transfer the benefits
of this learning from foreign markets to domestiarkets and vice versa (Hamel, 1991;
Johanson & Vahlne, 1991). Thus, the importanceaifring as a means to achieve objectives
(such as extending the product life cycle) or fisr own regenerative properties has been

increasingly recognized in the literature (Zahralgt2000).



Although firms' timing of internationalizing has dre studied (e.g., Brush, 1992;
Eriksson, et al., 1997; Johanson & Vahilne, 199&)y have investigated the subsequent
effects of timing and extensiveness on the firméhdvior in the international and domestic
marketplace (Autio, et al., 2000). Thus, whileopriesearch has already widely addressed
which factors drive internationalization, few atfgis1have been made to examine the effects
of internationalization itself on firm behavior @@ et al. 2000). For instance, whereas the
new venture internationalization theory (McDoug&llOviatt, 2000; Oviatt & McDougall,
1997) argues that “born-global” firms enter foreigarkets based on their unique knowledge
and skills, we look at the reciprocal effect, i.¢he relationship of the developing
internationalization extent with knowledge creatidhat is, we examine how the firm’'s scope
of international activities (“degree of internataization”) and the timing of first international
activities (“age at international entry”) is reldtéo the intensity of the firm’'s learning
activities.

Consistent with Johanson and colleagues (Erikss@i. €997; Johanson & Vahine
1991; Johanson & Vahlne, 2003), we consider noy ¢mé "state" of a firm's international
presence but also its propensity to "change" stalohanson and Vahlne (1991; 2003)
described the process of internationalization asmtinual interplay between the current
commitment of the firm's resources and decisionslter commitment. They posited that
further commitment to foreign markets accumulatesrementally as uncertainty about
foreign competition diminishes with experience. Wit here that the pace of this process is
influenced by the extent of the firm's entreprer@wrientation. Classically risk-averse firms
will follow the slow, incremental process describ@d Johanson and Vahlne's early
formulations (1991). However, proactive, risk-takiirms will move at a faster pace, hungry
to acquire and assimilate as much new external letdge as possible. In attention-based
terminology, such firms could be said to have depetl rules and norms that favor
innovation, proactiveness, and risk-taking. Comsist with the development in the
entrepreneurship literature, we will label suchpenasities as "entrepreneurial orientation”
(Lumpkin & Dess, 1996; Miller, 1983). For simpligé sake and in order to enhance the
chances of having a single construct, we adopthiree dimensions of Miller rather than the
five dimensions of Lumpkin and Dess (which includso autonomy and competitive
aggressiveness); Lumpkin and Dess themselves (Ee@@jest that their five dimensions may
not always covary within any given firm.

In summary, prior research is not explicit abow ttorrelates of international and

domestic learning effort, activities at the corecoimpetitive survival and success (Grant,
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1996). The effect of the internationalization prexetself on learning has received scant
examination. Ocasio’s (1997) attention-based viaggssts, however, that the antecedents of
a firm’s allocation of learning effort reside inetliesources, identity, and rules it has built.
Autio et al. (2000) argued that a firm’s internatib identity and learning are shaped by when
in its life cycle it becomes international and hoapidly it grows into this identity. Though
supporting the notion that current extent of inéionalization is important to ongoing effort,
Johanson and Vahine's model (1991; 2003) stop$ shexplaining why different firms with
the same level of resource commitment to internati@ctivities might proceed at different
rates. We suggest below that in addition to cdrcemmitment, the timing of initial foreign
entry and current entrepreneurial orientation dge amportant correlates of effort. Thus, we
seek to develop a simple model of domestic andriatenal learning effort that will extend

thinking on firm learning and internationalization.

Degree of Internationalization and L earning Effort

Ocasio (1997) argued that a firm’s behavior islpaffected by its existing resources,
in that the nature of a firm’s resources affecesdiktent to which the firm has the capabilities
and skills to perform activities in a given areaddBe & Venkataraman, 2000). The degree of
internationalization realized by a firm represeitss allocation of its physical and human
resources to foreign versus domestic activitiessush, it is a multidimensional construct
(Sullivan, 1994). To a greater extent than yeafsfareign operation, degree of
internationalization measures a firm’s commitmengcttivities outside its domestic market.
Further, although internationalization is often @t®nalized as percentage of foreign sales
for simplicity’s sake, it is a broader concept tiaplies investment in assets, people, and
activities that extend beyond sales alone (Sul|iNi®94).

Degree of internationalization is likely associateith the attention a firm gives to
exploring and exploiting opportunities in foreigrarkets because it shapes what resources the
firm acquires, the rules of operations it adopts] the relationships it develops. Eriksson et
al. (1997) found that as degree of internationtibraincreases, perceived risks of further
commitment to foreign markets diminishes. Johanaod Vahlne (1991) argued that the
reduction of perceived risks would lead to broaalest more intense devotion to new markets
outside the firm's borders.

Learning theory suggests that more intense anditigpeprocessing leads to greater

knowledge acquisition. As a firm devotes more resesl to and obtains more sales from
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foreign markets, the intensity of its learning effan these contexts may also increase
(Ocasio, 1997). For example, Zahra et al. (20@2indl that diversity of foreign market

presence enhances technology-based firms' abdlitgdrn in international markets. In our
setting, the implication is that firms’ increasetbéir sources of foreign revenue, number of
employees devoted to foreign activities, and samipforeign operations, will be associated

with greater foreign learning effort. Thus, we hifEsize:

Hypothesis 1A: The degree of internationalizati®positively related to international
learning effort.

Since degree of internationalization reflects st the magnitude of a firm’s foreign
presence but also the importance of such preseziave to domestic activities, the issue
arises as to internationalization’s relationshigitms’ learning effort in domestic markets. Is
there a trade-off between the extent to which fine fdevotes effort to foreign versus
domestic learning activity when a firm is many cwigs, or does international learning effort
reinforce learning effort in the domestic marketpgta Our earlier arguments suggest that the
capacity to learn in domestic markets may increagk internationalization: broader and
deeper experiences in varied markets may well eafg@n’s overall learning capacity (Cohen
& Levinthal, 1990; Zahra et al., 2000). Howevée telative incentive to learn may diminish
in the domestic market as the firm becomes momrnationalized. As firms increase their
international presence, the returns to learningreffhicrease outside their domestic market
and decrease at home. Compare, for example, d@lfatrconducts 90% of its business abroad
to one of similar size that conducts only 15% efhbusiness abroad. The latter has greater
incentive to focus its effort in the domestic marke

The degree of internationalization represents theighted scope of a firm’'s
operations. As such, we expect that learning effay be focused accordingly. Implicit in
earlier arguments is the idea that learning gaineshe arena may be reallocated elsewhere
(Kogut, 1989). However, learning through resourdesoted to foreign markets may not
have as full or as immediate an impact in the doimesarket as it does in the markets from
which it is derived. Consequently, with risingamationalization a firm is likely to shift its
attention to foreign markets in order to reap fulye benefits of further expansion. |If, as
Johanson and Vahine (1991) have argued, a firm&riationalization follows a pattern of
movement to ever more geographically and culturdiiyant locales, the benefits of domestic

learning effort will diminish correspondingly asetfirm becomes more internationalized. For
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example, a German food processor that has develog@ebrks of high-quality suppliers for
its plants in France and Poland may not expend @ashneffort learning what will satisfy
German suppliers as would a food processor wheseimost exclusively on domestic
suppliers.

In summary, although increased internationalizatroay be associated with an
enhanced learning capacity, it also draws atterftiom the home market as the prospective
returns to learning increase elsewhere. Furthegmas the typical pattern is for
internationalization to move over time to ever mogenote markets, the payoff to effort at

home becomes less attractive. Thus, we hypothesize:

Hypothesis 1B: The degree of internationalizatiemegatively related to domestic

learning effort.

Ageat International Entry and Learning Effort

Prior research has suggested that firms develop tfa¢ure, mindset, and identity
early in their existence (Autio et al., 2000; Boek#989). Therefore, a firm that embarks
early on international operations is more likelyse® itself from the outset as “inter- or multi-
national” (Brush, 1992) and will recognize early thie benefits of learning effort in foreign
markets. In other words, operating internation&bm an early age will likely affect what it
attends to and what it accumulates in a path-degpgndanner (Ocasio, 1997).

Prior research has found empirical support forféeceof age at first entry on learning
outcomes and on identity. For instance, Autio et(2000) found that starting international
activity early on increased the firm’s internatibgeowth; they attributed this phenomenon to
more effective learning in international marketbey argued that early internationalizers see
foreign markets as less "foreign." Consistent witis view, Brush (1992) showed that the
earlier firms internationalized, the more they itfed themselves as international firms.
Johanson and Vahilne (1991; 2003) argued that tHeerea firm's experience with foreign
markets, the less the perception of risks in suahkets. In short, early entry into foreign
markets reduces the fear of expending effort imieg about foreign markets.

Furthermore, when the firm internationalizes early it is less likely that relationships
with domestic partners represent the sole or ewémapy source of the firm’'s business
contacts (Autio et al.,, 2000). The attention-bas@slv suggests that the firm’s existing

relationships are important drivers for firm belmaOcasio, 1997). That is, the firm’s current
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engagement vis-a-vis others may give rise to fufiane activities that are commensurate with
the relationships that have been developed oves.tifherefore, we argue that the age at
which a firm engages for the first time in inteinatl activities may create a situation in
which possible constraints imposed by domestictioglahips are diminished and further
learning about international markets is promotadother words, early internationalizers are
less affected by existing commitments to domestacket players, and more likely to develop
knowledge through relationships that have beert buihe international market place. Thus,

we hypothesize:

Hypothesis 2A: The firm’'s age at international gngr negatively related to its

international learning effort.

Although we hypothesized that early internatioratlan increases international
learning effort, the potential effects of earlyamtationalization on domestic learning effort
and attention is less clear. Autio et al. (200@uad that early internationalization helps to
instill a learning culture in an organization tlstould benefit domestic as well as foreign
effort; they labeled the overall benefits as “leéagnadvantages of newness” that helps some
new firms overcome liabilities of foreignness amavness in entering foreign markets. While
it is possible that early foreign entry may helpabBsh a general learning culture in a firm,
the logic of Hypothesis 2A suggests that firms thetture beyond their own borders at a very
early age will not identify as strongly with thelomestic markets as firms that operated solely
in one market for a longer period of time. Managefsfirms that enter international
competition late are likely to have built habitslaoutines that have affixed great attention to
the domestic market (Ocasio, 1997). Furthermaarning theory suggests that prolonged
focusing of attention in a restricted domain creatempetency traps that are difficult to
overcome (Cohen & Levinthal, 1990; Levinthal & Mhaycl993). For example, a Spanish
chemical company that has focused its effort on pigimg with domestic environmental
standards may be less capable of adjusting to 8tand's stricter standards.

In brief, when a firm initiates involvement in imtational activities early on, it is
more likely to develop routines aimed at the in&tional rather than the domestic market
place. Conversely, the domestic learning routineBrims that internationalize late will be

deeply embedded. Therefore, we hypothesize:
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Hypothesis 2B: The firm’s age at international gmrpositively related to its
domestic learning effort.

Entrepreneurial Orientation and L earning Effort

In the attention-based view, the rules or norms dirm are critical to its ongoing
effort. Thus, we expect that the entrepreneurig@ntation of a firm will affect its learning
effort in both foreign and domestic markets. Furtlas entrepreneurial orientation represents
the rules and norms by which a firm makes decis{a@es its “organizing principles”), it is
likely to be associated with domestic and learrgffgrt in a consistent manner. The three
behaviors signifying entrepreneurial orientationusrd which there is growing consensus are
innovation, proactivity, and risk taking (McDougd&llOviatt, 2000; Miller, 1983). Although
many entrepreneurship theorists have touted thefit@iof an entrepreneurial orientation, few
have empirically tested its effects (Lumpkin & De%396).

Firms that enter foreign markets are exposed tb bigertainty emanating both out of
their own lack of knowledge and the increased cempl of operating in multiple, dissimilar
markets (Eriksson et al., 1997; Johanson & VahB#91) Learning in a foreign market
involves identifying and understanding a countrgigferent requirements (e.g., product
standards, industry norms, customer needs) asasahe tendencies and capabilities of local
competitors (Erikkson et al., 1997; Zaheer & Mosakip 1997). The extent to which a firm
engages in learning effort in new markets is likéty be related to its entrepreneurial
orientation. For instance, the firm's propensityptoactively search for new business partners
is reflected in its orientation (Lumpkin & Dess,98). Firms proactive in seeking foreign
suppliers, customers, and alliance partners wilterlikely engage in intensive knowledge
exchange with their foreign partners in order todjé from these relationships.

Zaheer and Mosakowki (1997) suggested that firstanadvantages may be available
to innovative firms entering new foreign marketsligng as they rapidly learn in the new
settings. Their study suggested that a rationalaifalertaking learning effort abroad is that
such effort increases the likelihood of successthed adoption of new technological
developments in foreign markets. As their "lialilibf foreignness” concept suggests,
however, such learning effort involves risks of mimy afoul of local customs and laws,
miscalculating locals trends and preferences, ayihg higher prices for access to channels
and supplies. We contend that the more entrepriafigusriented the firm, the more likely it

will go beyond mere exporting or licensing to leabout and engage in the day-to-day
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activities of the foreign market. Without risk tali knowledge acquisition in foreign
domains may be extremely limited. Eriksson et(3897) maintained that critical foreign
knowledge may be gained only through bold foreigerations. Firms that are “timid” may
not expend requisite learning effort.

It is important to note that whereas entreprenéiywaiented firms may learn far
more through their aggressive behavior, they map ahake more mistakes than their less
entrepreneurial counterparts. In other words, perémce may vary greatly across highly
entrepreneurial firms, as some experiments faieraisly while others succeed. Nonetheless,
we argue that an entrepreneurial orientation shtyyatally be associated with greater effort
devoted to learning about foreign markets as fiprabe for new opportunities. Thus, we

hypothesize:

Hypothesis 3A: A firm’s entrepreneurial orientatigrpositively related to its

international learning effort.

As implied above, entrepreneurial orientation sodlkely to be positively associated
with effort devoted to learning in the domestic kedr Identifying, acquiring, and assimilating
new knowledge may not be as risky in domestic markes in foreign markets, but an
entrepreneurial orientation implies proactive opoity seeking in these markets as well.
Learning in the domestic market requires speci@refo review and challenge periodically
all assumptions. By definition, entrepreneurialjeated firms seek new ways to do things
and seek them without provocation. In short, legyreffort in domestic markets should also
be higher when the firm has a bias for action, am.inherent characteristic of entrepreneurial

orientation. Thus, we hypothesize:

Hypothesis 3B: A firm’s entrepreneurial orientatisrpositively related to its

domestic learning effort.

METHODOLOGY

Our sample was drawn from a database maintainetthéoy¥Entrepreneurial Center at
the Vlerick Leuven Gent Management School in Betgithat includes owner-managed,
independent firms (i.e. not units of other compahnid-irms in the sample compete in various

industries including measuring equipment, consioact transportation, chemical, non-
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financial services, food, textile, computer perigtt® and others. We pre-tested our
guestionnaire with academics experienced in knoyddshsed and international research,
then revised potentially confusing items.

We used previously validated measures (e.g. degkeinternationalization,
entrepreneurial orientation) wherever possible étp hensure their validity. Where prior
scales did not exist (e.g., learning effort), wastoucted measures based on suggestions in
the literature (see Appendix for detailed itemshe Tquestionnaire was addressed to each
firm’s CEO since research has shown that firms’ éxecutives have relevant information
about their internationalization (McDougall, 1989gur sample of owner-managers
presumably were especially well-informed and infiied in the strategic direction of their
companies. We collected the data via two mailiaf®ur questionnaire. In the spring of
2000, surveys were mailed to 500 firms randomledeld from the database; we initially
received 59 responses; in the summer of 2000, weived 33 responses to a follow-up
survey. We only retained for further analyses thioses that had less than 1,000 employees.
As a result, the final sample was composed of 8Ppaedents, which represents a response
rate of 18%. Since the literature suggests thatrespondents may share characteristics with
non-respondents, we compared early and late resptsdn the variables under study
(Churchill, 1991). We found no statistically sigo#nt differences between early and late
respondents. Thus, we have no evidence to sugggsinse bias.

Because there are no precise proxies for manyeo¥dniables in our study, we relied
on the self-reported assessments of each firm’s.C3©Oh an approach raises the possibility
that the relationships among variables result froommon-method variance (Wagner &
Crampton, 1993). That possibility was reduced byleging previously validated measures
where possible (Spector, 1987). In addition we cotell Harman’s one-factor test on all
variables included in the study (except for theustdy variable), as suggested by Podsakoff
and Organ (1986). Substantial common-method vesiawould result in few factors
accounting for most variance in the variables. éraahalysis resulted in multiple factors with
eigenvalues greater than one, with the first faatmounting for only 24 percent of the total
variance. This indicates that common-method vadatid not cause the relationships among
the variables in our sample (Podsakoff & Organ,6)9&inally, our inclusion of multiple
items to measure learning effort, degree of int@onalization, and entrepreneurial

orientation promoted content validity.
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Dependent Variables

International learning effort: Consistent with pri@search (Eriksson et al.,1997; Yu,
1990), we measured learning effort in foreign meskea items asking to what extent the firm
engages in effort to exploit (1) general internadioprocedures and systems (items 1 and 2 in
the appendix) and (2) specific factors in its msgmificant foreign market (items 5-8).
Combining these items resulted in an internati@giloitation scale (alpha = .74). Parallel
items focused on effort to explore general inteomal procedures and systems (items 3-4)
and specific factors in the most significant marfietms 9-12); the combined items had an
alpha of .80. Factor analysis indicated that thiessales could be combined into a single
international learning effort scale (alpha = .8%)n a scale from 1 to 5, responses ranged
from 1 to 4.5 with a mean of 2.83. To examine cogert validity, we conducted a
confirmatory factor analysis. All items but one hadactor loading higher than .35 thereby
demonstrating good convergent validity (Sharma6)99

Domestic learning effort: For the sake of compditgbiwe measured domestic
learning effort in a manner consistent with intéio@al learning effort. We employed similar
activities to assess domestic exploitation (itertsid the appendix) and exploration (items 7-
12) as in the international setting, attaining akplof .83 and .85 respectively. Again, factor
analysis indicated that the two subscales couldptmeluctively combined into a single
domestic learning effort scale (alpha = .92). Oscale from one to five, responses ranged
from 1 to 4.75 with a mean of 3.11. Confirmatéagtor analysis revealed that all 12 items
had factor loadings higher than .35, demonstrajoad convergent validity (Sharma, 1996).

One could argue that international learning eféordd domestic learning effort are two
dimensions of the same construct, i.e., they reflee common idea of how much attention is
devoted by the firm to learning activities overélbwever, it is important to note that we did
not conceive of “learning effort” as an inherenardcteristic of an organization, but rather as
a kind of activity. In other words, whereas it nag/ true that many firms score either high or
low on both dimensions, conceptually it is feasithlat some firms score, e.g., high on one
dimension and low on the other dimension. In orttercheck for discriminant validity
between international and domestic learning effer¢, undertook a confirmatory factor
analysis with the two correlated factors. We fotinat the variance the two factors have in
common with each other (i.e., .22) is substantildiyer than the total variance each of the
factors has in common with its respective itenss. (i34 for international learning effort, and

.48 for domestic learning effort). This finding g@sts the presence of good discriminant
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validity between the international learning and éstitc learning effort constructs (Sharma,
1996).

Independent Variables

Degree of internationalization: The most appropriatay to measure a firm's
internationalization has been subject to discuss{ery., Fischer & Reuber, 1997;
Ramaswamy, Kroeck, & Renforth, 1996; Sullivan, 199Based on the work of Fischer and
Reuber (1997), we measured the degree of intemaiiation through a multi-dimensional
approach (Sullivan, 1994) that included a list obfactors to address some limitations to
typical measures of internationalization (Ramaswaehyal. 1996): (1) foreign sales as a
percentage of total sales, a single-item measueefoin’s degree of internationalization; (2)
the percentage of employees who spend a signifipart of their time on international
activities; and (3) the geographic scope of foresgles, measured as by Fischer and Reuber
(1997); for this last dimension we calculated ayEnweighted score for each respondent by
counting the areas (out of 12 countries or grodpsoantries) in which the firm had realized
foreign sales. Weights assigned to the categoepsesented their geographic and cultural
distance from the firm’s domestic market: a weightone” was assigned to the five countries
bordering Belgium (including the United Kingdom}w6” to other countries within the
European Union, “three” to other European countailed North America, and “four” to other
countries. Because scales differed across thee thmernationalization dimensions, we
standardized and then averaged the items. Croisbalgiha for this measure was .82.

Age at international entry: The age at internatioratry was determined by
subtracting the founding year from the year oftfiealized revenues outside the domestic
market. We used realized foreign sales as thecsitdgion in order to obtain an unambiguous
date for each firm. Other researchers have inglictitat foreign sales is the most widely used
measure of foreign activity (Autio et al., 2000heTaverage age at first internationalization
was 16 years.

Entrepreneurial orientation: We used the scaledas#d by Miller (1983) to gauge
entrepreneurial orientation; the seven items captivie firm’s innovation, risk taking , and
proactivity. This measure had a Cronbach’s alpha6bf Although a confirmatory factor
analysis of the seven items demonstrated good cgent validity, the alpha for
entrepreneurial orientation (.65) is lower than ¢eoff value of .70 suggested by Nunnally

(1978). The reason for the relatively low reliayilof our measure may be that the construct

18



consists of dimensions that do not always covany mway vary independently in a given
context (Lumpkin & Dess, 1996; Ramaswamy et al96)9 However, we chose to use a
composite measure consistent with Miller's (19838jioal measure. In other words, we argue
that a fundamental set of behaviors may underlyepreéneurial processes (Covin & Slevin,
1989; Miller, 1983)

Control Variables

Years of international experience: We added int@ynal experience as a control
variable since a firm’s international experienceynafect its learning effort in foreign
markets (Eriksson et al., 1997; Johanson & Vahlr891). For instance, firms with great
international experience may be less motivated xjpeled effort in international learning
activities. On the other hand, firms possessingiSaant international experience may want
to leverage that experience by further increadnegy tearning effort abroad. Furthermore, by
simultaneously examining years of experience amdagnternational entry, we were able to
examine the effects of age at first internatiorsion beyond the effects of experience.

Firm size: We included number of employees as drabwmariable since large firms
may have more resources to devote to learning iaesiv Firm size averaged 87 for the
sample.

Industry: We also controlled for industry sectonc& firms in more knowledge-
intensive industries may be more inclined to esaificant learning effort. We assigned the
responding firms to 7 categories corresponding with SIC divisions (agriculture,
construction, manufacturing, transportation, whalegrade, retail trade, and service). The
different industries were coded with dummy variableith agriculture serving as the base
case in regression analyses.

As can be seen from Table 1, the correlations antbegndependent variables and
control variables are generally modest.

Insert Table 1 About Here
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However, we checked for multicollinarity in the twegression models shown in

Table 2 and found no threat to interpretation.

Insert Table 2 About Here

RESULTS

As mentioned earlier, an analysis of the bivarizderelation coefficients showed a
positive relationship between international leagnaffort and domestic learning effort (Table
1; r = .52 [p < .001)); this suggests that learnictivities regarding international and
domestic issues tend to move in concert. All higpsés were tested using multiple regression
analysis. The first column in Table 2 summarizesrésults for Hypotheses 1A to 3A which
pertain to how our independent variables are @swucwith a firm’s international learning
effort. We included only those firms that had atlgandertaken international activity (i.e., 76
firms) to examine international learning efforttddugh a positive correlation exists between
the degree of internationalization and internatidearning effort (Table 1), Hypothesis 1A
does not receive support: degree of internatioatdin is not related to international learning
effort when controlling for all other variables. Wever, Hypothesis 2A is supported: age at
international entry is negatively related to intgranal learning effort at p <. 05. Finally,
Hypothesis 3A is also supported: entrepreneurigentation is positively related to
international learning effort at p < .01.

The second column in Table 2 summarizes the refrlidypotheses 1B to 3B which
pertain to how our independent variables are relatedomestic learning effort. For this
analysis we included all firms in the sample (i98,firms). First, Hypothesis 1B is supported:
degree of internationalization is negatively refate domestic learning effort (p <. 05).
However, Hypothesis 2B is not supported: age atriational entry is significantly related to
domestic learning effort (p < .05), but in the opip® direction than hypothesized. That is, we
found that early internationalization increase$ieathan decreases domestic learning effort.
Finally, Hypothesis 3B receives support: entrepueiaé orientation is positively related to
domestic learning effort (p < .01).

The regression analyses also showed that the tomacables “years of
internationalization” and “firm size” are not si@inantly related to either international or

domestic learning effort. However, firms in the stioction and manufacturing sector are
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found to exert somewhat higher international leagneffort than firms in other industry
sectors.

DISCUSSION

We combined learning theory (Grant, 1996) and tttendon-based view (Ocasio,
1997) to understand the antecedents of interndti@ml domestic learning effort.
Specifically, we examined how degree of internatl@ation, age at international entry, and
the entrepreneurial orientation of the firm areatedl to the intensity of effort undertaken in
the international and domestic market place. Galecsion of a set of firms in a small
European country (Belgium) enhanced the likelihabat the firms would engage in
significant cross-border activity; indeed, 84% bé tfirms had international activities. We
found (1) that the degree of internationalizatisnnegatively related to domestic learning
effort but only marginally positively related totémnational learning effort, (2) that the
younger a firm is when it engages in internationativities, the greater its subsequent
international and domestic learning effort, andt(@t entrepreneurial orientation is positively
related to both international and domestic learmifigrt.

Although it is easy for firms to become caught mpghie enthusiasm over international
markets, we intended to examine the implicationdirais’ internationalization on strategic
attention in the international and domestic magdate. Our results regarding the degree of
internationalization suggest that the scope of stamwder operations is related to
organizational learning effort in domestic markstgh that greater internationalization is
associated with less domestic learning effort. Tegult may suggest that domestic strategic
effort is affected by the scope of internationaémgtions. The lack of a relationship in our
study between degree of internationalization andrimational learning effort is the more
surprising result. One explanation is the posggibithat internationalization requires
significant learning effort that is relatively imiant to the degree of internationalization.
Alternatively, it is possible that beyond some Idewel of internationalization further
increments do not add much to learning effort. theo possibility is that some aspects of
internationalization are more related to learniffgrethan others. Additional analyses shed
some light on these interpretations. Contraryht first two explanations, we find that the
correlation between the degree of internationabmaind international learning effort is not
significantly greater at lower levels of internat#ization. We do find that geographic scope

is more strongly related to international learneftprt than percentage of foreign sales and
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employee time dedicated to foreign activities; heoeve the three relationships are not
different enough from one another to warrant dafiai conclusions. The most likely
explanation for the lack of a relationship betwedegree of internationalization and
international learning effort is that the variarnbat degree of internationalization shares with
years of international experience cause the fortoebe insignificant in the regression
equations. Table 1 indicates a strong bivariateatijiship between degree of
internationalization and international experiernce (29; p < .01), supporting this view.

Overall then, our results suggest that greaterlwavoent in international markets is
associated with less domestic learning effort vadrhaps marginally greater international
learning effort. This relationship may represenbascious tradeoff; it is also possible that the
tradeoff is not a conscious one, but the unintentmtsequence of shifting resources from
domestic to international effort. The potential sequences of such a shift represents a fertile
area for study.

Our finding that earlier initiation of internationactivity foretells greater learning
effort is consistent with the idea that early vemy into new environments may embed in
firms a propensity for experimentation. This ipr@tation is consistent with Autio et al.
(2000) who argued that early internationalizers hmige able to learn more rapidly in new
foreign settings than those who internationalizaralder age. We extended their work by
showing that such effects apply not only to intéoral but also to domestic learning. More
startling, perhaps, is the apparent persistendbasfe effects well into the firm’s life. This
result may also suggest that organizational legraitccumulates rather than depreciates over
time (Argote, 1996), in line with Boeker's (1989rmtention that a firm’'s early actions
enduringly affect its character and propensitié¢hereas the high-tech firms in Autio et al.’s
(2000) sample were early internationalizers, theraye age at first internationalization for
our firms was 16 years, and our firms were not grity high-tech. Yet our results suggest, as
did theirs, that the earlier a firm ventures abrdaad more fully that step embeds in the firm
an identity conducive to learning (Ocasio, 1997)One possibility is that early
internationalizers avoid subsequent “lock-out’nframmew knowledge (Cohen & Levintal,
1990) as their learning culture allows more efiezt@ssimilation of international knowledge
than other firms can attain. Zahra et al. (200Quad that a firm inculcates important learning
skills throughout its organization by operatingliderse markets. The earlier that this process
begins, the stronger the firm’s learning culturewdtd become and the more it will learn about

both foreign and domestic markets. Consistent &ihra et al. (2000), our results regarding
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domestic learning effort suggest that early inteomal operation affects the whole
organization rather than being restricted to it§(shdedicated to international activities.

In short, we find that early venturing into foreigrarkets is associated with a greater
learning culture. Firms that internationalize eaalyd survive the experience are likely not
only to put greater effort into learning activiti@s those markets, but also to see greater
opportunities for productive learning at home (Sh&n Venkataraman, 2000). Consistent
with behavioral and learning theory, Autio et &00Q0) pointed out that because learning and
organizational mindset are path-dependent, hownizgtons solve their early problems will
have a compounded effect over time on how they legmbblems. Our results are consistent
with their argument that early internationalizinfioas firms to learn more rapidly and
thereby to grow both in foreign markets and dorca#ti.

Our results regarding entrepreneurial orientatioggest that a proactive, experimental
market stance involves active learning at home abwbad. Lumpkin and Dess (1996)
proposed that an entrepreneurial orientation wdldl to better organizational performance but
did not explain how this takes place. Our studypps®ed that the effects of entrepreneurial
orientation are realized through its associatiothwearning effort. By definition, an
entrepreneurial orientation involves innovation ais#t-taking (Lumpkin & Dess, 1996). We
suggest that an entrepreneurial orientation prosnatéearning-by-doing dynamic whereby
firms must assimilate more information—whether regey domestic or international markets
(or both)—in order to survive the additional regumrents of this strategic posture. If
successful, such increased attention may leadcteased dynamic capabilities (Zahra et al.
2000). Greater competence in the use of informatiay help decision makers to overcome
the fear of failure and reluctance to change (Allri1979; Hannan & Freeman, 1989).
However, proactivity is not a panacea; increasski-taking may result in higher threats to
survival or profitability (Shaver, Mitchell & Yeund.997).

Contributions of this Study

We used the attention-based view and learning yhéordeveloping theory and
hypotheses in terms of where internationalized dirdevote their learning effort. The
attention-based view of the firm argues that fireh&vior depends on how attention and
efforts are directed across activities (Ocasio,7)9@earning theory (Cohen & Levinthal,
1990; Zahra & George, 2002) suggests that firmslaare when they exert significant effort

in processing new external knowledge. As suchnlagrtheory complements the attention-
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based view by revealing how much effort firms migbtote to different external knowledge.
Consistent with attention-based and learning-basedss, we examined the relationship
between a firm's effort to learn from its home nedrknd its foreign market(s) with its current
foreign presence, the extent of its foreign “idgmitiand its orientation toward competing.

Another contribution of this study was to extencaminations of the relationship
between internationalization itself and organizagiolearning (Zahra et al. 2000). Whereas
the new venture internationalization theory (McDallig Oviatt, 2000; Oviatt & McDougall,
1997) posits that “born global” firms enter foreigrarkets on the strength of their superior
entrepreneurial skills, capacities, and vision, lweked at the reciprocal effects of this
phenomenon. That is, we examined how venturing fioteign territory at an early age and
expanding international scope may develop the §rdgarning capacities. Our study
contributes further by introducing entrepreneur@ientation into the explanation of
internationalization. To the often abstract disseuon “entrepreneurial” approaches to
internationalizing firms we add a learning theavgit and empirical evidence to support the
theory.

Further, this study sheds some light on whethendisacrifice the pursuit of domestic
excellence in pursuit of other markets. In shot results suggest that international and
domestic learning are generally complementary. ®he exception we observed was that
increased internationalization may come at the es@eof learning effort in the domestic
market. Furthermore, our results also indicate karning firms do not tend to trade off
exploration for exploitation; indeed, supplementanalyses showed that the two forms of
learning effort appear to work in concert in whatekealm the firm emphasizes.

In terms of managerial practice and public polimyr, study helps to clarify the factors
that promote or inhibit organizational learning amoindependent companies when their
domestic economy offers insufficient opportunitiesgrowth. Our results suggest that firms
can undertake significant effort to learn aboueriinational markets regardless of their years
of international experience. Moreover, our reswitggest that if learning is essential to
success, the firm may be well-advised to adopt @inepreneurial orientation and enter
foreign markets early rather than risk falling ehcompetitively. The fact that high levels
of internationalization retard domestic learnindosf is potentially important. Reduced
attention to learning in the domestic market cauoigair effectiveness, a possibility salient

both for individual firms and for government politytiatives.
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Limitations and Future Directions

Our study is subject to several limitations thatifty behavioral research and suggest
caution in interpreting its results. First, our genconsisted only of surviving firms. The
learning effort of failed companies and of companithat abandoned international
involvement would add substantially to the richnedsthe research, especially if firm
performance were to be added to the research n®éebnd, the cross-sectional design of the
study cannot guarantee the direction of causalitgoray variables.  Although our
argumentation and discussion often implied causdéring, we recognize the uncertainty
attending such claims. For instance, some relstims may be susceptible to reverse
causality. For instance, higher levels of inteioral learning effort may drive firms to
further undertake proactive and innovative action®reign markets. Nonetheless, the central
hypotheses were based on solid theory, and it maydifficult to imagine, e.g., that
international learning effort drives the age otmmational entry rather than the reverse. Even
so, future research effort should focus on colhertlata over time in order to clarify these
relationships.

The lack of public data on key constructs requiteat we rely on self-reported data
for many variables. We took several precautionguard against various forms of bias yet
could not eliminate the possibility that bias aféet our data. Although some of the
constructs under consideration are perhaps besureghvia questionnaires, outside proxies
would increase confidence in the external validityur measures. This study’s focus on one
country, Belgium, may call into question its apabdity to other domains. We find no
reason, however, to believe that the theoreticahdation for our hypotheses should obtain
more fully in Belgium than elsewhere. Furthermaestricting our study to one relatively
homogenous country removed many market variablepogential sources of “noise” that
could cause non-significant results.

Several interesting paths exist for further invgsion. We posited that an
entrepreneurial orientation, through its effectsadirm’s effort to learn, creates advantage. It
is possible, though, that this orientation is adpid of the firm’s history, and that past
successes and the advantages they establisheeébgte We know little about factors that
impede firms that otherwise might have pursuedriratonal opportunities; identification of
the causes of their inertia or fear could clarife tantecedents of learning. Finally, much
remains to be discovered about the conversion ofviedge to competitive advantage and

what factors might inhibit it.
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We set out to examine how a firm’s degree of irdéaomalization, its age at foreign
entry, and its devotion to entrepreneurial actiom associated with its effort to learn. We
treated internationalization as an independentabégi and also added entrepreneurial
orientation as a possible determinant of learniifigrte We found evidence for the importance
of both features in understanding the level of oizmtional learning effort and hope that

others will be stimulated to examine these issudbér.
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APPENDIX

International learning effort. Please indicate titent to which your firm undertakes
significant effort in:

Exploiting current internal procedures regardingryimternational activities.

Exploiting current reward systems regarding yotenmational activities.

Developing new internal procedures regarding yoternational activities.

Developing new reward systems regarding your irtional activities.

For the most important foreign market, please iaidiche extent to which the firm undertakes
significant effort in:

Exploiting current knowledge regarding local conitoes.

Exploiting current knowledge regarding local co@time agreements in your industry.
Exploiting current knowledge regarding local lawattaffect your business.

Exploiting current knowledge regarding local buss@orms in your industry.

Developing new knowledge regarding local compeditor

Developing new knowledge regarding local coopeeatigreements in your industry.
Developing new knowledge regarding local laws #fégct your business.

Developing new knowledge regarding local businesss in your industry.

Domestic learning efforPlease indicate the extent to which your firm utalers significant
effort in:

Exploiting current internal procedures for managimg domestic market.

Exploiting current reward systems regarding youndstic activities.

Exploiting current knowledge regarding domestic petitors.

Exploiting current knowledge regarding domesticpmrative agreements in your industry.
Exploiting current knowledge regarding domesticdahat affect your business.

Exploiting current knowledge regarding domesticibeiss norms in your industry.
Developing new internal procedures for managingdibraestic market.

Developing new reward systems regarding your ddmastivities.

Developing new knowledge regarding domestic cortyrsti

Developing new knowledge regarding domestic codpperagreements in your industry.
Developing new knowledge regarding domestic lawas #iffect your business.

Developing new knowledge regarding domestic busimesms in your industry.
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Degree of internationalization. Please give thelofaihg information regarding your
international activities in 1999:

Total revenues ; Revenues outside Belgium .

Percentage of employees who spent significant thmactivities pertaining to international
markets: %,

Which of the following (groups of) countries belortg your international markets
(Netherlands, Luxembourg, France, Germany, UK, OtBE countries, Other countries
outside the EU, North-America, South-America, Asirica, Australia)? Please circle all

those that are appropriate.

Entrepreneurial orientation. Please indicate thierdéxto which the following characterizes
your firm's activities:

Our firm spends more time on long term R&D (3+ wdhan on short term R&D.

Our firm is usually among the first to introducennproducts in the industry.

Our firm rewards taking calculated risks.

Our firm shows a great deal of tolerance for high-projects.

Our firm uses only “tried and true” procedures,teyss, or methods.

Our firm challenges, rather than responds to itnm@mpetitors.

Our firm takes bold, wide-ranging strategic actioaher than minor changes in tactics.
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TABLE 1

M eans, standard deviation, ranges, coefficients alpha, and correlations of the variables

1 2 3 4 5 6 7

1 | Degree of

internationalization
2 | Age at international entry| -.065
3 | Entrepreneurial orientation.035 .109
4 | International experience | .290** | .048 -.151
5 | Firm size 397** | .170 -.053 A46**
6 | International learning 274* | -.216* | .392** | .105 .087

effort
7 | Domestic learning effort | -.105 | -.148 | .323**|.037 .036 .524**
Mean -.02 15.82 | 3.21 1591 | 87.48 2.83 3.11
Standard deviation .84 24.35 | 0.59 16.02| 164.60 0.68 .81
Minimum -.99 0.00 1.71 0.00 1.00 1.00 1.00
Maximum 2.07 127.00 5.00 66.00 1,000 4.50 4.75
Alpha 0.82 n/a 0.65 n/a n/a 0.85 0.92

For firm size, the natural logarithm is useadanrelations, but actual values are reported in
descriptive statistics.
** p<.01, *p<.05, +p<.10; two-tailedsts (N = 76).
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TABLE 2

Regression tests

Dependent variables Internationa | Domestic
| Learning | Learning
Effort Effort

H1A&B: Degree of .136 -.269*

internationalization

H2A&B: Age at 1st -.225* -.252*

internationalization

H3A&B: Entrepreneurial .382** .384**

orientation

International experience .055 .082

Firm size .041 .149

(log of number of employees)

Construction (SIC division C)1 | .278 .014

Manufacturing (SIC division D) | .733 429

1

Transportation (SIC division E) 1.215 .207

Wholesale trade (SIC division H).218 224

1

Retail trade (SIC division G) 1 .359 .261

Service (SIC division 1) 1 .304 231

Adjusted R2 .246 120

F-value 3.225** 2.101*

Degrees of freedom (11; 64) (11; 78)

Coefficients are standardized beta weights.
**p<.01, *p<.05, +p<.10; two-tailed tests
1The base industry is Agriculture, forestry andifig (SIC division A)



