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In Memory of Fred Burton
This book is dedicated to the memory of Fred Burton, who sadly passed away
during the first quarter of 2016. Fred was a previous Chair and staunch
supporter of the Academy of International Business UK Chapter, and his
generous service and contributions to the field of international business will
ensure that he continues to be treasured in our collective memories.



Foreword

The 43rd Academy of International Business UK and Ireland Chapter (AIB-
UKI) Conference was hosted by the Department of Management, Birkbeck,
University of London, on 7-9 April 2016, and this volume of the Palgrave
AIB Book Series contains a selection of some of the best sessions and papers
presented at the Conference.

The theme of the 2016 Conference was “International Business in a multi-
speed global economy”, and the Conference programme stimulated discussion
and furthered debate about the role of international businesses and policies
in revitalising the faltering post-crisis multi-speed global economy. Professor
Pankaj Ghemawat of New York University and IESE and Robert Whyte of
the World Bank Group headlined the Conference’s Opening Plenary, while
Professor Julian Birkinshaw of the London Business School delivered a key-
note at the inaugural Founders’ Plenary, a new initiative introduced to honour
the Founding/Early Members & Past Chairs of AIB-UKI. The Special Panels
also featured acclaimed professors and policy and industry speakers, notably
from the European Commission, Commonwealth Commission, House of
Lords and Banco Santander.

Closely related to the theme of the Conference, this volume is entitled
“Growth Frontiers in International Business”. Its 13 chapters are grouped
into four parts, specifically Policy Frontiers, Emerging Market Frontiers,
Innovative Pathways and Ethical Growth Avenues, each of which showcases
important growth domains in contemporary international business.

I hope you find this book to be interesting and useful. I also hope it encour-
ages you to get involved in the work of the Academy of International Business
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viii Foreword

United Kingdom & Ireland Chapter. The AIB UK & Ireland website (htep://
www.aib-uki.org/) provides a wide range of information about the Chapter
and matters of interest to international business scholars.

Heinz Tiiselmann
Chair, Academy of International Business, UK & Ireland Chapter


http://www.aib-uki.org/
http://www.aib-uki.org/
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Introduction: Towards Advancing
the Growth of International Businesses
and the Global Economy

Kevin Ibeh, Paz Estrella Tolentino, Odile E.M. Janne,
and Xiaming Liu

International businesses, as a collective grouping, have been among the stel-
lar performers of the post-crisis global economy. The upward trending world
merchandise and commercial services exports, largely stable global foreign
direct investment (FDI) flows (UNCTAD 2015) and rising average trans-
nationality indices for the top 100 non-financial transnational corporations
from developing and transition economies (UNCTAD 2014) all illustrate
this golden era of international enterprise. So is the heightened international-
ization and entrepreneurship of small- and medium-sized enterprises (SMEs;
Coviello 2015; Zander et al. 2015). A number of factors might explain the
resilience of this economic sector.

The first is the typically masterful way in which international enterprises
leverage knowledge and act upon the divergent growth—opportunity—risk pro-
files offered by different geographies and sectors. The second is their ever-
increasing capacity to deploy firm-specific advantages, including strategic and
operational capabilities, to pursue growth opportunities in national, regional
and global markets, including emerging frontiers. The third is their effective-
ness in managing complex, spatially dispersed and diverse business environ-
ments, value-laden networks and innovative hubs via a mixture of collaborative
and competitive strategies (Giroud and Mirza 2015; Chen et al. 2012). Other
reasons for the robust health of IB firms include the continuing emergence

K. Ibeh (3x) ¢ PE. Tolentino ® O.E.M. Janne ® X. Liu
Department of Management, Birkbeck, University of London,
Malet Street, London WCIE 7HX, UK

© The Author(s) 2017 1
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2 K. Ibeh et al.

of game-changing, globally marketed innovations and brands; expanding
digital internationalization and globalization; markedly rising outward FDI
from developing economies, which now account for the preponderance of
global outward FDI flows (UNCTAD 2015); increasing prevalence of stra-
tegic asset-seeking M&As by developing economy multinationals (Mathews
2006; Chimanade and Rabelloti 2015; Yang et al. 2014); and deepening intra-
regional expansion of multinationals from developing regions, notably Latin
America and Africa (Ibeh 2015; Ramamurti and Singh 2009).

Despite the undoubted contributions of these actors, the global econ-
omy has continued to stutter, remaining at best in a multi-speed dial
(El-Erian 2014; Reuters 2014). This edited volume, a product of the 43rd
AIB-UKI Conference hosted by the Department of Managementat Birkbeck,
University of London, on 7-9 April 2016, aims principally to capture
and document frontier ideas and reflections on avenues and strategies for
further advancing the growth of international enterprises and the global
economy. The title of this book, Growth Frontiers in International Business,
reflects the above-stated focus.

The term ‘Growth Frontiers’ is used here to encompass avenues, pathways
and opportunity triggers that offer potential sources of new radical and incre-
mental growth as well as value creation to international businesses and their
home and host economies. These sources may be internal® or external® to the
organization, or a mixture of both.’ The editors of this volume are pleased to
have received contributions, from a diverse cast of established and emergent
IB scholars, which richly reflect and illustrate the foregoing conceptualization
of IB growth frontiers. These contributions are grouped in four parts that
focus respectively on policy frontiers, emerging market frontiers, innovation
pathways and ethical growth avenues.

The four parts of the book and their constituent chapters are now discussed.

'Internal growth frontiers refer to growth avenues emanating from organizational actions, notably strate-
gic initiatives, innovations, resource configurations or structural or cultural transformation that might
enable international businesses take better advantage of new market opportunities.

*External growth frontiers include newly emerging economies, marketplaces, industries, radical innova-
tions or practices emanating from shifts or trends in the global, regional, technological, institutional or
socio-cultural environments, which international businesses might capitalize upon to grow further.
?External-internal growth frontiers encompass opportunity platforms arising from organizational
responses to initiatives by national, regional, global institutions to address major global challenges,
including inter alia advancing human/equal rights and pay equity/fairness, and combatting climate
change and corporate abuses.
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Part | Policy Frontiers

Part I comprises contributions on growth-enhancing policy or institutional
mechanisms that support businesses to more actively pursue international
market opportunities or undertake FDI or re-investment. Chapters 2, 3 and
4 make up this section of the book.

Chapter 2 by Mainela, Puhakka and Sipola sets the tone by discussing
the confluence of private—public sector interests and institutional infrastruc-
ture that underpin and support start-up industries to undertake international
high-growth venturing. Drawing on a review of contextual influences on
international entrepreneurship, including the social setting in which inter-
national entrepreneurial behaviour is embedded, the authors develop a con-
ceptualization of a collective activity-based start-up industry for international
high-growth venturing. Subsequent empirical study of Israeli’s start-up indus-
try enables the explication of the contextual determinants of international
venturing in start-up industries and contributes to the understanding of start-
up industries as a particular growth frontier in IB.

Kalinic and Clegg’s Chapter 3 picks up the growth narrative, by focusing
on one of the most prominent themes within the economic growth agenda
of the European Union, specifically the internationalization of SMEs and the
role of public policies and allied initiatives in facilitating this. Reflecting the
widespread appreciation of SMEs and entrepreneurial firms as quintessential
engines of economic growth, at national and international levels, many gov-
ernments are actively pursuing policies to support the internationalization of
their SMEs. Kalinic and Clegg argue that such support measures must, for
effectiveness sake, be underpinned by an appropriately identified and ‘proven’
internationalization theory (or theories). Pertinent theoretical insights should
influence how best to tackle firm-level gaps, for example, regarding avail-
ability and terms of finance, capacity-building, knowledge acquisition and
‘brand’ awareness. The chapter underlines the need for all internationalization
boosting measures to contribute to the ultimate objective of enhancing the
economic growth of focal economies.

Chapter 4 by Kalfadellis and Freeman continues on the theme of support
measures, specifically ‘after-care’ services provided by inward investment pro-
motion agencies (IIPAs) to attract repeat investment by multinational enter-
prises (MNEs). Such additions to stock of FDI represent an often-ignored,
but important growth avenue in IB. These authors argue that IIPAs need to
invest effort and resources, typically via ‘after-care’ service provision, in nur-
turing and ‘looking after” established MNE operations within their sphere of
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interest, given evidence that these firms are likely to engage in repeat invest-
ment or upgrade operations in their existing foreign location(s). Based on
their study of the perceptions of foreign MNE subsidiaries in Australia, the
authors called on governments and their IIPAs to consider varying ‘after-care’
service provision according to the size and age of foreign subsidiaries. They
further posit that such differentiation of ‘after-care’ service provision might
help to generate growth-boosting repeat investment from larger MNEs as well
as SMEs and recently established foreign MNE:s.

Emerging Market Frontiers

Part IT assembles studies on emerging market firms, arguably the most promi-
nent growth symbols of the past few decades. The three constituent Chapters,
5, 6 and 7, examine the contemporary remarkable growth of international
businesses from newly emerging economies, now accounting for the prepon-
derance of global outward FDI flows.

Tang and Pearce’s Chapter 5 discusses the pervasive rise of Chinese and
other emerging market multinationals (EM-MNE:) associated with spectacu-
lar international growth levels. These authors acknowledge that the earlier-
than-expected emergence of these firms as MNEs challenges established
thinking in IB theorizing, but argue for their accelerated internationalization
to be seen as integral to the processes of their home-country development, in
ways that were not relevant to the comparable growth of traditional “Western’
MNE:s. The chapter, organized around a macro—micro, FSA—CSA framework,
suggests that at the macro-home country level, these countries’ development
not only generates resources (e.g., capital and foreign exchange) that can be
leveraged to support FDI, but also creates imbalances (resource shortages and
knowledge constraints) that provide motivations for FDI. This, at the micro
firm level, places EM-MNEs’ growth within the institutions of national devel-
opment and thereby indicates the need for relationship-building competences
to secure this position.

Chapter 6 by Coban explores Business Groups (BGs), another increasingly
important, internationally active organizational form originating mainly from
emerging economies. The chapter underlines the pivotal role of BGs, espe-
cially Turkish BGs, in internationalization activities in emerging economies
and examines the factors, including unique home-country environmental
characteristics, that influence their emergence and enable them to compete

with developed country MNEs.
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Chapter 7 by Laine and Kuivalainen examines institutional constraints
on the internationalization of new ventures in Russia, based on the premise
that re-engineering and upgrading the institutional environment in previous
command economies such as Russia might offer an important new frontier
for boosting new venture creation and entrepreneurial internationalization.
Drawing on interviews with entrepreneurs and government officials, specifi-
cally regarding their perceptions and experiences of the impact of Russian
institutional environment on entrepreneurial growth and internationaliza-
tion, the chapter illuminates and discusses critical impediments to the growth
and internationalization of new Russian ventures. The authors also offer
practical insights on how the internationalization of entrepreneurial ventures
might be facilitated through improvements in the institutional environment.

Innovation Pathways: Sectors, Knowledge Flows
and Entry Modes

Part IIT accommodates studies of emergent IB sectors whose relative newness
to internationalization opens up spaces for new international market actors
and offers additional IB growth opportunities. Also included here are chapters
on knowledge flows and entry mode options, which reportedly have positive
implications on growth at various levels. Each of the four chapters, 8, 9, 10
and 11, constituting this part of the book is now discussed.

Chapters 8 and 9 focus on a recently emerging internationalization growth
pathway, specifically the innovative expansion of socially oriented organiza-
tions and arts organizations into international markets. Ritvala, Piekkari,
Franck and Granqvists Chapter 8 draws on a qualitative study of the
Guggenheim Foundation to discuss the relatively recent opening of foreign
outposts by art museums, largely overlooked in IB research. Contending that
museums provide an interesting context to study how institutional complexity
shapes internationalization, and using an innovative narrative methodology,
the authors found the foundation’s internationalization process to be char-
acterized by unpredictability and complex political negotiations. They also
found that non-business actors had a powerful voice and that past interna-
tional market entries and heritage shaped subsequent moves. The next chap-
ter, by Jie, Saarenketo and Puumalainen, adds to the scant knowledge base
on internationalization of socially oriented organizations, by exploring three
potential determinants, specifically organizational form or relative economic
sustainability, social nature or type of interventions undertaken and home
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country’s institutional environment. Based on a data set of 271 socially ori-
ented organizations from 63 countries, these authors found that organizations
undertaking social interventions aimed at improving beneficiaries’ satisfaction
with employment opportunities and employment conditions were less likely
to be international than their counterparts that do not undertake such inter-
ventions. Socially oriented organizations that conduct social interventions to
improve beneficiaries” satisfaction with formal and informal education, nat-
ural and communal environment, physical and mental health, or access to
physical resources such as clean water, energy and housing were found more
likely to be international than those that do not conduct such interventions.
The study also found that nonprofit organizations do not differ significantly
from social ventures in terms of likelihood of internationalization, and that
stronger and better-developed institutions in the home country facilitated the
internationalization of socially oriented organizations.

In Chapter 10, Cook, Shevtsova, Lo0f and Larijani continue on the inno-
vation theme, by examining the impact of local and global external knowl-
edge on the productivity and innovativeness of MNEs located in various UK
regions. This study’s focus on productivity, measured as total factor productiv-
ity, is critically important as it is a driver of long-run growth, a major focus
of this book. The authors distinguish between high-technology and low-tech-
nology industries, use the global openness of regional industry and regional
economy as proxies for global knowledge flows and assess the effect of access
to complex and tacit knowledge on innovation. The study finds, inter alia,
that access to knowledge-intensive professional services had a generally posi-
tive and significant effect on productivity growth in domestic MNEs, but not
on patenting. The effects of openness to trade were also found to be generally
positive and sometimes significant for productivity growth.

Chapter 11 by Ahi and Kuivalainen draws on real options reasoning to
conceptualize firm entry mode choices as alternative investment opportuni-
ties with varying growth implications. As the authors argue, noticing and
later exercising shadow options offer potential growth opportunities to firms
entering international markets, depending, however, on the firm’s attention
structure and entrepreneurial orientation. The chapter attributes entrepre-
neurially orientated firms, with requisite internal capabilities and attention
structure, with greater likelihood of noticing and exercising effective shadow
options (or selecting more appropriate entry modes), hence achieving inter-
national market growth. Two illustrative practice-based examples are used by
the authors to further develop the arguments made in the chapter, which ends
with a discussion of its contribution to enhancing firm’s growth in uncertain
global markets.
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Ethical Growth Avenues

Part IV accommodates the final two chapters of the book devoted to the ethi-
cal underpinnings of growth, specifically the role of democratic values and
pay equity in facilitating firm performance and FDI inflow, hence economic
growth.

Filippaios, Annan-Diab and Hermidas’ Chapter 12 suggests that the deep-
ening of democratic tenets offers an important avenue for promoting inward
EDI, job creation and economic growth in host economies. Cognisant of
the contrasting previous findings on democracy level-inward FDI relationship
the authors introduced a number of conceptual refinements, notably using
disaggregated measures of democracy (civil liberties and political rights) and
integrating the investing MNEs" motivations and existence of human capital
as moderators. Their empirical tests, which drew on vast, longitudinal sample
of investment projects in 110 developing and emerging economies, found a
non-linear relationship between civil liberties and FDI and a positive moder-
ating effect of human capital on this relationship.

Based on the view of pay equity as a probable ‘new frontier’ for enhanc-
ing firm performance and growth internationally, Chapter 13, by Yu and
Luu, examines the relative relevance of equity fairness theory (smaller pay
dispersion) and tournament theory (greater pay dispersion) in explaining firm
performance and global valuation. Controlling for cultural differences across
countries, they found evidence that equity theory prevails in most sub-groups
of their sample. The authors, thus, call for greater adoption of pay equity or
lower pay dispersion among international corporations given its overall posi-
tive impact on corporate performance and growth.

Conclusion

Taken together, this book showcases external (Parts I and II), internal (Part
I1I) and external-internal pathways or frontiers to international growth avail-
able to organizations across demographic divides. The overarching message
can be summarized as follows. First, effective policy and institutional sup-
port measures are still enduring sources and catalysts for growth at multiple
levels—micro, macro, local, regional, international and global. Such support
measures appear to underpin the high-growth international venturing wit-
nessed among start-up industries and can be similarly influential in boosting
internationalization and repeat investment among SMEs and foreign direct
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