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THE DYNAMICSOF EXPERIENTIAL LEARNING: MICROPROCESSES AND
ADAPTATION IN A PROFESSIONAL SERVICE INV

ABSTRACT

In international new ventures (INVs), experiential learning happens in quick siccesd across a
wide number of diverse contexts. Yet, we lack an empirical understanding ofidtepnocesses
through which INVs learn and adapt in their foreign expansion. Understanding those micr@srecess
important because timely adaptation can save the venture time and resources, thaigigorom
sustainable growth. In this study, we investigate the dynamics of experieatigihly and adaptation
in the internationalisation process of an INV in the professional sereiters Findings from our
study illustrate that the firm applies deliberate experiential learning by apbéwve) revising, and
finalising criteria for important dimensions in the international growtbcgss, and adapts its
internationalisation practices accordingly. We further show that delbergieriential learning is
predicated on an actively and closely monitored learning process, involving cetiahlation,

adjustment of criteria, and acceptance of affordable mistakes, as opposed to learning by default.

Keywords: International new venture; Experiential learning; Internationalizatime$s

Professional service firm; Human capital; Dynamic capabilities



1. Introduction

International new ventures (INVs) enter foreign markets early and increasenteeiational
expansion rapidly (McDougall, Oviatt, & Shrader, 2003; Oviatt & McDoud#&84). For INVs, the
internationalisation process precipitates experiential learning in quickssion and across a wide
number of diverse contexts. This offers an opportunity to implement learningnfranstreams of
experience (Reuber & Fischer, 1997), whichvial to the INV’s further sustainable international
growth (Jones & Casulli, 2014; Prashantam & Young, 2011; Sapienza, Autio, Geoigehré&,
2006).

As well as an opportunity, rapid internationalisation presents a challenge to the firm’s ability to
learn and adapt quickly. Internationalisation is often a nonlinear process B#llaughton, &
Young, 2001; Jones, 1999; Vissak & Francioni, 2013), and may include aborted efforts,emultipl
attempts to enter a market, and unplanned endeavours (Crick & Spence, 2005; Welch & Wejch, 200
The literature does not yet fully appreciate that a firm may make &ertuai false starts before
establishing sustainable internationalisation practices. Despite tladiimigirest in this topic, resulting
in promising conceptual work, the dynamics of experiential learning durireg INV’s
internationalisation are not well understood empirically and warrant fugtkearch (e.g., Casillas et
al., 2009; Jones & Casulli, 2014; De Clercq, Sapienza, Yavuz, & Zhou, 2012; Prashantam & Young,
2011; Sleuwaegen & Onkelinx, 2014). Understanding those dynamics is important because setbacks
are costly for the firm in terms of time spent, resources allocated, and theuofpocbsts of
pursuing other markets. Hence, a lack of appreciation of those dynamics mayirregupoor
understanding of the complexity of internationalisation, resulting in faultyeatiadand managerial
implications.

In this study, we theorise on the dynamics of experiential learning and adaptatienINv’s
internationalisation process through an in-depth exploratory study. We notehéhatature of
experiential learning from the ongoing internationalisation process and the subsetpapation of
firm practices are inextricably linked to the empirical context under imat&in. What is learnt and
adapted, by whom, and for what purpose is likely to vary across different cof\iésiter, 2011;

Zahra, 2007; Zahra & Wright, 2011).



In internationalisation, key differences exist between service and manufad¢iumsgBell, Crick,

& Young, 2004; Erramilli & Rao, 1993). For this reason, we select the empiricaéxtoot a
professional service firm (PSF) to start building a contextualised, nuanced appreofation
dynamics for experiential learning and adaptation in the internationalisatmessr (cf. Welch,
Piekkari, Plakoyiannaki, & Paavilainen-Mantymaki, 2011). The professional servicer sect
characterised by both low investments in fixed assets (Ball, Lindsay, & Rose, B8g#awon,
2007; von Nordenflycht, 2010) and reliance on a highly-qualified wor&f@¢bddelzaher, 2012;
Pinnington & Sandberg, 2014joth of which affect an INV’s internationalisation. Low investments in
fixed assets result in the fact that relocating activities in lgghtolatile environments is easier as
these decisions are not affected by commitment constraints (Pla-Barber, Sanchez-Peinado, & Madhok,
2010). In other words, the sequenceheffirm’s behaviour during the internationalisation process can
be considered a direct manifestation of its learning and adaptation, nthisireg suitable setting for
investigation. Dependence on a highly-qualified workforce means that the pyoédsactivities
depend on individuals with specific knowledge and competencies (Pinnington & Sandberg, 2014), and
that specific competences have to be assigned to the specific demands of profespitmes s
(Greenwood, Li, Prakash, & Deephouse, Q0@ven this focal role of human capital in PSFs and the
increasing complexity in selecting suitable personnel for cross-border assignmentg-ighg.,
Bhanugopan, & Cogin, 2011), we can presume that part of the experiential learnthg in
internationalisation process is about the requirement for human capital. Whilshadielevel is it
reasonable to assume that INVs in the PSFs sector learn through experientwwattouselect their
staff, at the micro level we do not know what this process of experiédraing entails. Hence we
ask How does an INV in the professional service sector learn, and atdapuman capital
requirements during its internationalisation?

We adopt an exploratory, qualitative methodology and purposefully select a singlecampir
setting (Ghauri, 2004; Patton, 1990; Siggelkow, 2007) that is fully representitiiNVs in the
professional service sector. That is, our case firm has internatianalrienced founders with a
global vision (McDougall, Shane, & Oviatt, 1994; Madsen & Servais, 1997; Reuber & Fischer, 1997)
and internationalisation is rapid and extends across multiple regions globallgl{@€dvicDougall, &
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Oviatt, 2011). This combination of factors is rare, and in such cases a single cattihgve great
potential for a nuanced exploration of context-specific practices that scholars can then patterm match t
other contexts in the process of developing theory (Weick, 1995; Welch et al., 2011).

Our exploratory study shows how the PSF iterates through several phases involving wigvelopi
revising, and finalising its criteria for human capital requirements, whidmatély inform the
adaptation of internationalisation practices. This paper offers a detailecepittiime microprocesses
of experiential learning, involving establishing criteria against whittlatsons are evaluated, taking
stock frequently, being prepared to take action as well as being prepared to makesaist replace
practices shown not to be viable. We also contribute to the PSF literaturasraiihg the specific

human capital requirements during the internationalisation process.

2. Theoretical background
2.1. Experiential knowledge and learning in INVs

INVs are known for having the attitude and managerial experience to enter namiets different
global regions soon after inception (Coviello et al.,, 2011; McDougall et al.,; 109#tt &
McDougall, 2005). Their expansion, however, is not necessarily sustainable as itimssendy
leverage their resources too optimistically (Sapienza et al., 2006). To thisNafxirely on their
ability to learn from their experiences and adapt their practices in theatiteralisation process
(Casillas et al., 2009; De Clercq et al., 2012), that is, on their dynampébitity (Sapienza et al.,
2006; Weerawardena, Mort, Liesch, & Knight, 2007). INVs offer an opportune setting for
investigating experiential learning as ventures are suggested to implefaeetiveiearning from new
streams of experience (Autio, Sapienza, & Almeida, 2000; Reuber and Fischer, 1997; Sapienza et
2006). However, their rapid internationalisation makes them more vulnerableur@ fdiln firms
following a slower, incremental internationalisation process (Johanson & Vahine,189107,2009)
where experiential knowledge is accumulated gradually over time (Eriksson, Johaagayarty] &
Sharma, 1997).

Previous research focuses on the impadiftérent domains of existing knowledge for an INV’s

international growth, suchs marketing (Khavul, Peterson, Mullens, & Rasheed, 2010; Ripollés &



Blesa, 2012; Zhou, Wu, & Barnes, 2012), networking (Coviello & Munro, 1997; Sharma &
Blomstermo, 2003), or entrepreneurial knowledge (Karra, Phillips, & Tracey, 2008)n¢&faotin the
stance of existing knowledge as an antecederiiNd’s internationalisation, these studies have
addressed the processes through which specialised knowledge already possesseged, depl
opposed to how it develops through the internationalisation process andhtieaunging from the
situations encountered (Johanson & Vahlne, 2009; Jones & Coviello, 2005is mbisd by scholars
who call for a more dynamic perspective on how the process of experiential learngigpdev
throughout the internationalisation process (Casillas et al., 2009; Prash&ntgoung, 2011,
Sleuwaegen & Onkelinx, 2014) to ensure the survival of the ve(Baptenza et al., 2006).

Key for the successful internationalisation of INVs is the deployment and development of
internationalisation knowledge (e.g., Casillas et al., 2009; Fernhaber, McDGayal, & Shepherd,
2009; Fletcher & Harris, 2012; Freeman, Hutchings, Lazaris, & Zyngier, 2010). Internationalisation
knowledge provides the means to manage foreign operations, regardless of #ityrspdet as it
represents the firm’s way to go international (Eriksson et al., 1997). Once the internationalisation
process is underway for the firm, sources of knowledge other than the prior experidrecéoahter
become increasingly important (Fernhaber et al., 2009). In this vein, one ampsource of new
knowledge is experiential knowledge gained through the continuous engagement in foreigonspera
(Casillas et al., 2009; Fletcher & Harris, 2012). Still, the dynamics throbighvhe firm integrates
this experiential knowledge, learns, and adapts its practices have only beelereshsbnceptuall
(Prashantham & Floyd, 2012), with empirical studies lacking and urgently red@asillas et al.,

2009).

2.2. Professional service firm characteristics and their implicatiomstérnationalisation

PSFs provide services that require the mastery of a particular expertise Vorgsolient problems
(von Nordenflycht, 2010; Reihlen & Apel, 2007). These firms constitute a fasirgy sector in the
globalised economy and research on their internationalisation has recently gamedtom (Morgan
& Quack, 2005; Muzio & Faulconbridge, 2013; Reihlen & Apel, 2007). Enabling forcethéor

internationalisation of PSFs include the ongoing integration of economies worldwédieregulation



of domestic markets, and the increasing global exposure of multinational corporationshawgcé
proclivity towards outsourcing (e.g., Di Gregorio, Musteen, & Thomas, 2008; Blierman,
Uhlenbruck, & Shimizu, 2008;u, Quester, Medlin, & Scholz, 2012).

PSFs differ from other firms in their knowledge intensity, their employrogéat professionalised
workforce, and their reliance on reputation for competence (von NordenfB@bd). Knowledge
intensity links to the output of PSFs, which is heterogeneous, intangible, complex, and cdstmmise
client situations (Cloninger & Oviatt, 2007; Greenwood et al., 2005). Therdfar quality of service
delivery relies on the quality of human capital (Abecassis-Moedas et al., 20fH#ngton &
Sandberg, 2014). Because of the specialised nature of the knowledge and know-how pbgsessed
individuals in the PSF, the competences of these firms are often opaque & wlieah is why they
rely on reputation mechanisms (Teece, 2003; von Nordenflycht, 2010). For their intended intrnation
growth, PSFs leverage their reputation by following existing clients in@rniational markets
(Gronroos, 1999) or by using formal and information contacts as part of a glotgghised network
(Ball et al., 2008; Freeman, Cray, & Sandwell, 200fll, Smith, & Ge, 2012).

Sending expatriates to the foreign location can be an effective way to d&jleg mdividuals
(Edstrom & Galbraith, 1977), particularly when services exhibit a high level of human dateitasity
(Bouquet, Hébert, & Delios, 2004). However, expatriates may lack the necessary &&at m
knowledge as well as access to local networks (Johanson & Vahlne, 2009). Whileldugtg
experienced people to gradually building up foreign operations is relatively moifeny., Barkema &
Vermeulen, 1998; Krull et al., 2012), these people may fall short of relbuaimess experience.
Mirroring these difficulties, research on international human resource managemgiasises the
increasing complexity in selecting suitable personnel for cross-border assignmentsFi@hg
Bhanugopan& Cogin, 2011). In this regard, firms search for global competence in managers,
encompassing managerial, cultural, and operational expertise (Cascio & Boudreaulr26dd®r to
stay competitive, firms are required to be specific about the requirements thatuterestictive
international managers (Farndale, Scullion, & Sparrow, 2010), which posesltidé because the
high degree of specialised knowledge and discretionary judgement result in golaguefile and
additional uncertainty for the executives in selecting and attractirapkupersonnel (Bouquet et al.,
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2004). It follows that, whem PSF strives to internationalise its activities, it faces a high degree of
uncertainty regarding suitable human capital. As the deployment of human capitahie core of
successful service delivery for PSFs (Abecassis-Moedas et al., 2012; Pinnin§eomdBerg, 2014)

the learning and adaptation of human capital requirements is crucial for sustainable
internationalisation, particularly when it happens at a rapid pace. Thus, an m@stigf how an

INV in the professional service sector learns and degphuman capital requirements is a timely area

of empirical enquiry.

3. Methodology
3.1. Case selection and introduction of the empirical setting

In our study, we investigate how an INV in the professional service sectsrexperiential
learning to adapt its human capital requirements during internationalisatidhe®©@ne hand, previous
research on INVs provides information about the importance of acquirlegan¢é experiential
knowledge (e.g., Casillas et al., 2009; Fernhaber et al., 2009; Fletcher &, H0ti2) and its
reconfiguration (e.g., Prashantam & Floyd, 2012; Weerawardena et al., 2007). On the other hand,
PSFs differ from traditional service firms (von Nordenflycht, 201®jictv has ramifications for their
internationalisation (Greenwood et al., 2005). This requires close scrutinyeshfigcal setting with
a view to collect fine-grained data for every meaningful event in the intmahgrowth of the firm.
Thus, we judge that closeness to the setting is our priority, allowiragan a rich understanding of
the context (following McGrath, Martin, & Kulka, 1982). In this sense, we choosetoise on this
topic (Weick, 1995) rather than to test theory, with a view to generalisindis. We do so
inductively, starting with an in-depth understanding of a representative amhgiti in the specific
industry context of PSFs. This context is distinctive for its high-dependenthedmuman capital of
the workforce and for its low intensity of fixed assets for delivesegvices (Ball et al., 2008;
Boojihawon, 2007; Hitt et al., 2006; Rugman & Verbeke, 2008; von Nordenflycht, 2010). The
explanations we build are therefore context-specific (Piekkari, Welch, & Paivilainen, \2@0&h et
al., 2011). In doing so, our aim is not to create generalisable propositions butoatffer a nuanced

view of the dynamics specific to the internationalisation of a PSF INV soutwae fresearchers can



build on our insights by pattern matching our findings to different indusingexts (Weick, 1995;
Welch et al., 2011).

In line with our aims, we purposefully select a single empirical settinguG2004; Patton, 1990
Siggelkow, 2007) that is fully representative of both INVs and PSFs (see Tablew). bEhe single
setting allows for an intensive engagement of the researcher in the focal fjath&r insights into
idiosyncratic processes and activities (Siggelkow, 2007), thus maximisinfylfaéss to the reality of
the context (McGrath et al., 1982). Althouglisindvocated that single case studies are best when they
represent an exception that helps uncover the rule (Siggelkow, 2007), we maintain that aargxempl
firm featuring all the characteristics that have been associated with an INV agoolberful source
of insights that can ultimately inform theory development (Welch et al., 201ik)d&kign is inspired
by previous empirical work using single settings to maximise authenticity ofintat@retation,
particularly by studies e.g. on the dynamic capabilities required for managinglagkral factory
(Eriksson et al., 20D4the holistic perspective of a PSF’s internationalisation process (Krull et al.,

2012), the sources of knowledge and learning in international joint ventures&Rakris, 2014),
and the translation practices of organisational members (Piekkari et al., 2013prithaiy means of
data collection-interviews, archival documents, and observatiame applied for conducting our
study.

The theoretical sampling criteria used to select our INV mirror thasenarised by Autio (2005)
and are outlined in Table 1. The firm had to have gone international early aftericncapd
continued on a rapid international expansion (Coviello, 2015; Coviello eDall; 2ones, Coviello, &
Tang, 2011; Oviatt & McDougall, 1994) whilst staying sustainable (Sapienza 20@6). It had to be
driven by founders with previous international experience (McDougall et al., 1994; Madsen & Servais,
1997; Reuber & Fischer, 1997), with an entrepreneurial orientation (Jantunen, Puumalainen,
Saarenkento, Kyldaheiko, 2005; Kuivalainen, Sundgvist, & Servais, 2007; McDougall & Ovia), 20
and with a proactive vision towards international growth. Finally, it had to bessible to the
researcher. We identified an empirical setting that carried all of thenaéotioned characteristics and
to which one of the authors had full access. We refer to our case company as CommServ to disguise its

real identity.



Tablel

Theoretical sampling criteria and matching features of CommServ.

Theoretical sampling
criteria (for selection of
Setting)

Evidence of criteria at CommServ!
(Sour ces: Observation, interviews, documents)

Early and rapid
international expansion
across multiple geographic
regions post inception
(Coviello, 2015; Coviello et
al., 2011; Jones et al., 2011
Oviatt & McDougall, 1994)

Sustainable rapid
international growth

(Sapienza et al., 2006)

Internationally experienced
entrepreneur / Top
Management Team

(McDougall et al.,1994;
Madsen & Servais, 1997,
Reuber & Fischer, 1997)

Entrepreneurial spirit
(Jantunen et al., 2005;

Kuivalainen et al., 2007;
McDougall & Oviatt, 2000)

Proactive vision towards
internationalisation
(Autio, 2005;
Kuivalainen et al., 2007)

Proactive vision towards
growth

(Autio, 2005)

2002- London, United Kingdom (Co-founding site).
2002— Moscow, Russig1® market entry)

2002- Paris, France {imarket entry)

2003- New York, United States of America

2004- Tokyo, Japan

2005— Moscow, Russia (¢ market entry)

2008- Paris, France (2 market entry)

2008- Beijing, China

2009- Zurich, Switzerland

2009- Brussels, Belgium

2009- New Delhi, India

2010- Séo Paulo, Brazil

Year 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Net Profit
(MEUR) 1.3 nla 24 2.7 3.4 3.9 6.0 4.2 5.5 49

Headcount 14 20 25 35 33 52 57 60 65 74

‘We all grew up in international corporations and gained knowledge.’

‘I joined CommServ 6 years ago, beginning of July 2005. | came firor
international competitor whose German office I’ve run.’

‘I was correspondent for a business newspaper in India for a long time and |
established CommSerwoffice there.’

‘The idea [...] emerged from the requirement for consulting services as
support for the daily tasks at the corporation | was working foichwive

didn’t find in the market. [...] So the idea emerged that we launch a

consultancy specialised on communication services with the experti
people who have had a lot of operative responsibility in this’area.

“The trigger for joining CommServ was the possibility to act entreprenet
within this firm.

‘It is expected that hired managers act like entrepreneurs although they are
just employed managers, like me.

‘We automatically stated from the beginning that we can use our knowledge
best for international issués.

‘If you have the aspiration to acquire truly global mandates, we would
to be even more global than we already’are.

‘We chose a structure using our experience from our previous professional
lives. We started off with a size too big, if you want. We gave oursel\
corporate structure that was oversized and we had to grow into that.

‘We had a vision. On the first night we met, [the CEO] showed us a chart
with the growth curve from year one to year ten. So we kftem the
beginning what the aspiration of the CEO was.

1 Quotations are taken from the case interviews.



CommServ is an international communication consultancy firm advising various clielifferiant
matters of strategic communications. The client base ranges from multahatiorporations to
institutions and governments. The range of services comprises corporate, financerisend
communications; reputation management, and investor relations. Founded in 2002, the company is
headquartered in Germany and expanded its international scope in subsequent years. By the end of
2010, it had established wholly-owned offices angperations in Europe, Asia, and North America,
making it a truly internationalised firm. This international exposufleats a strategic necessity,
because CommServ strives to manage cross-border projects for clients that needrsupperthan
one country simultaneously. That means that CommServ does not aim to servelladtarin India
or Japanese clients in Japan, but Indian clients that need communication supportanyGeriice
versa. Two examples illustrate typical cross-border projects. First, aaGenuitinational decided to
divest its American subsidiary by means of an initial public offerif). With offices in both
countries, CommServ coordinated the necessary corporate communication for the headguarters
Germany and the subsidiary in America. This comprised addressing potential inverstitirsy the
equity-story, and being the official press contact for all IPO-related inquiries. Secotaklizam
multinational needed communication support in Germany and France due to a product egaall. B
present in both markets, CommServ provided communication support aiming at resharing

company’s reputation.

3.2. Data sources and collection

We collected data through three sources, namely observation, semi-structereivist and
documents. One of the authors was working part-time at CommsServ for tvgpfy@ar mid-2008 to
mid-2010, hence acting as an observer (Piekkari et al., 2013). In this i®ktthor attended events
at the German headquarter, engaged in conversations with employees and executives, and generall
observed the daily activities of the business in order to gain an in-depérstanding of the
organisational culturdts activities, and the reasons behind those. It is worth noting that, vilgilst t
author was involved in firm activities at all levels, he did not influgheanternationalisation process

in any way That is, he did not provide guidance, feedback, or advice to the members of the company,
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neither was he awarded that discretion or power to do so. During that time, theaagthoed a level
of pre-understanding (Gunusson, 2000) about the company’s business segments, its processes, and
its corporate conduct. This was crucial in gaining an overall view of the context whith to fit the
interviews carried out later. For instance, by the time the interviews were condOotad)Serv
displayed its current international locations on its website. However, formedisuiesi or the
developmental steps for each subsidiary were not displayed. In his function as ¢likereethor
gained knowledge of particular incidents occurring in some foreign subsidiariethemdasked
specifically about these incidents in the interviews. Another form otipderstanding occurred in a
way that the author built up trust with the staff and executive level manageresultjng in
respondents being available for interviews as well as being exceptionally roghairi accounts
(Wolcott, 1990). Table 2 providessammary of the types and evidence of pre-understanding gained

during the observation.

Table2

Summary of sources and types of-pnderstanding during observation.

Type of pre-understanding Sour ce of pre-under standing Date
General awareness fafreign offices’ Conversation with senior managers at  Throughout
performance corporate events, various conversations 2009/2010

with employees

Awareness of specific problems with the  CFO, previously located at the same offii Late 2008
Moscow office like the author, was sent to Moscow as
interim managing director

Awareness of ongoing problems with the  Several office conversations with Start 2009
New York office colleagues

Appreciation for the type of foreign managi Informal discussion with CEO at corpora Late 2009
director event
Encounter with managing director from
Paris in headquarters
Deep understanding of business content  Ongoing participation in different cross- Late 2008 until
border projects mid-2010
Working with various teams, specialised
different areas of the service portfolio
Appreciation of the founders’ personalities Informal discussion with CEO at corpora Late 2009
and vision for the company event

Informal meeting with co-founder at
corporate event

Informal after work meetings with senior Mid 2010
managers

Once the author was fully familiar with the organisation, he was aludentify key informants on

CommSerts internationalisation process with wham conduct semi-structured interviews. One of
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the authors interviewed multiple informants able to shed light on the logic and outcomes of each of the
international market entries and how the experiences from one entry wasdasidered in the
following entries. Interviewees consisted of multipg-level executives who had been with the
company for a long time and were hence knowledgeable about past market entries, aodtivEsxe
with responsibility for a specific foreign market. The interviews took peetereen June and August
2011. Six informants were interviewed in total, including the CEO, co-founder, equiteqsarand
country managing directors. We collected all possible accounts of interfigitioa events from
inception, with accounts from at least three individuals on each event. Theewtranged between
45 to 90 minutes. Two interviews were conducted tadace; four were telephone interviews due to
distance constraints. The interviewees and the author who conducted the interviews were German
nationals and all interviews were conducted in German, recorded and transcribed, and slz¢adran
to English.

As third source of data collection, we obtained data from a number of publicliadeai
documents. Information on the financial performance of the firm was collected thpabgb reports.
Every company in Germany is obliged to disclose its financial statements tovéramgent. These
statements (Balance sheet, income statement, and management report) are accessible irradeonline t
registry. Based on the annual statements that could be accessed, the firm tgnsisiered an
annual net profit (see Table 1). From this data we infer that CommServ manasgay fioancially
healthy during its rapidnternational expansion. Finally, we collected data from the company’s
website, internal newsletters, publications of the employees in professional joussds,gleases and
other informal data like headcount figures to gain an even more complete understanttieg of
activities pertaining to the employees and the company as a whole. All Httdreinformed the

guestions asked during the semi-structured interviews.

3.3. Data analysis procedures
We analyse our data through the inductive technique outlined by Corley and Gioiq #2004
recently adopted in international business studies (e.g., Tippmann, Scott, & MangemadnTB812

first stage of data analysis takes place in parallel with the data milestd consists of fracturing

12



each interview into accounts of specific internationalisation events sincénteption. Those events
consist of market entries, exits, or mode changes in an existing market. We crpasecaccounts of
the event across all informants that have been directly involved in the eveandt We use
MAXQDA 11 to manage this initial partition of the data. The result of this psoisea spread-sheet
where all interviewees’ accounts related to each internationalisation event are placed in the same row.
This facilitates our ability to triangulate accounts of events acrosen@spts and check that they
converge (Yin, 2003). Figure 1 shows Comm&eiuternationalisation as a process of events over

time (Jones & Coviello, 2005), followed by a short narrative.

13



I nter national

footprint A New CFO to better evaluate ~” Market entry with
foreign office performan 9 ®  own office
Sé&o Paulo - - * - —0—>
[ Financial crisis ] g P N
Successful collaboration r Market exit
Brussels .' Successful operations Entry mode switch to
contractual cooperation
* ' Market entry with
New Delhi Identification of local managek, ! Successful operations @@ contractual cooperation
Delayed market entry e
————————————————————————————————————————————————————————————————————————————————————————————————————— Relevant external or
internal events for
; ' internationalisation proces

Zurich ._. Successful collaboration

Beijing .' Difficult market environment

Tokyo ! Successful operations

New York .I Replace local manager with Continuous underperformance , Successful collaboration
v expatriate from headquarters due to fierce competition ‘
Paris @—No clientacquisition _g Identification of managef v Successful operations
Unsuitable local manager Delayed market entry L4
Moscow .l No client acquisition ‘. .l Expat sent from head- Replace local manager ,Successful collaborgfion
Unsuitable local manager quarters as response to ‘
L o e m o Underperformance |l _____

London .I Successful operations

. . [

Co-founding site v v R
»
2002 2003 2004 2005 2007 2008 2009 2010 Ti
me

Fig. 1. CommSersis internationalisation process.
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In 2002, CommServ commences its business and international activities withicanrotfondon
and Munich simultaneously to signal an international aspiration from the beginning. $usine
activities between the German and both the Russian and the French market make the founders hire two
managers to establish small offices in Paris and Moscow. They intend to acquire Husmdssal
firms that require communication support in Germany or vice versa. In 2003, howeenffloes
are shut down because both managers prove unsuitable for acquiring business. Fromm,ir&ceptio
presence in the American market is deemed important for ComiaSeaternational reputation.
Hence, the request from an existing client for communication support in Anégggars activities to
establish an office in New York.

In 2004, one founder makes use of a serendipitous encounter with an old acquaintance. This
person, located in Japan, faces a career change. He joins CommServ for establisiffiog @m
Tokyo and gains his old employer as client. Entering the Japanese market wasmtentlomiof the
founders at the time, but the combination of a manager with known skills and aroh&et
CommServ start its business there. In 2005, a Russian company in need of communicatiomsupport
Germany makes CommsServ enter the Russian market for the second time. Simultankeusly, t
founders replace the manager of the American office with an expatriate from the hneadgbaping
to improve performance. In response to ongoing difficulties in the newly establishedwlofice,
the founders senah expatriate to support the local manager.

In 2008, CommServ enters the French market for the second time. This decisiaeceae by
demands from an existing client for additional services in France. LateyednigtCommServ enters
China tobe present in the largest growth market at the time. In 2009, the raioifisaf the financial
crisis lead to changes in CommsSeaninternational portfolio. Both in Moscow and New York,
CommServ realises that its offices are not competitive. Hence, they engagecdntractual
collaboration with local firms in order to still signal a local preseioceheir clients. Despite these
entry mode switches, the founders enter the Belgian and the Indian market, becausestimg exi
clients make a presence in both respective markets a requirement for continuingxigtéig
arrangements with CommServ. In Zurich, the founders intend to enter with anfiesticbut after an
unsuccessful search for a manager they choose a contractual collaboration eaihcarsultancy as
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entry mode. In 2010, CommServ uses its contacts from prior projects to engage inaatuantr
collaboration with a local consultancy to enter the Brazilian market.

The second stage of inductive data analysis is summarised in Figure 2. Here, we caddhsach
events in-vivo, giving it an initial code that stays close to the conceptessed by the informant
(first order concepts). We later compare and contrast first-order conceptatemdgate them to
identify similarities and differences amongst them. We notice that they altoeddferent criteria for
CommsServ’s human capital requirements. In order to capture this emerging pattern in the data, we
aggregate first-order concepts into second-order themes and code the latter adwoordimg
observations (Corley & Gioia, 2004). Finally, we notice that our second-tireleres, referring to the
criteria for the firm’s human capital requirements, include several phases involving developing,
revising, and finalising requirements for the selection of staff, as wetf@sning the adaptation of

internationalisation practices of the firm (aggregate dimensions).
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Selected Evidence

1t Order Concepts

2nd Order Themes

AggregateDimensions

‘We don’t do co-operations, we don’t do acquisitions, but we build up everything’

1.0nly own offices, no co-operationg

“There are two things that have to come together: The strategic importance of the market. This
is one side. The other side is the right person.’

‘From the beginning, when the office was founded, we were on aroll with two or three big
clients.”

2.Strategic market and right person
3. Pre-existing clients in market

‘ML was more or less Russian and he knew the market. He was no one we just sent there. We
thought that he is capable of acquiring business there. At the end we’ve been provenblind, he
didn’t acquire anything. [...] It the USA, we said from the beginningthat it has to be alocal.”
‘But for an entrepreneurial consulting there is more than just advising. You have to be
entrepreneur. He [the managing director] was incredibly well known, a&fqournalist. But
he never approached clients. He was sitting there waiting for business to come by.’

4. Foreign director needs to be
embedded in the local market
(i.e., native)

Foreign director needs an
entrepreneurial attitude

‘Every four months, she [the CFO] holds up the mirror to us. And she regularly reports to AB
and me, because we’re the main shareholders, who destroys value. And when you notice it a
couple of times, you have to change the course.”

New CFO reviews performance ever
4 months

‘Japan wasn’t a strategic decision. But with him we had a guy who was on the market and able
to make our office in Japan a success. He was company spokesperson oéffie] and |
knew him well from earlier times. We decided to do Japan although it wasn’t on our agenda.’

Rev. (2.): Right person but non-
strategic market

N

|

‘We had an American [in the American office] first, but that didn’t work out well and then we
decided to send someone from the headquarters, as expatriate, to get it on track properly.’

‘He [the managing director in Moscow] acquired local business as well. But we noticed that he
wasn’t able to manage the administration. And in Russia it’s vital to have an administration.
[..] Igor had been advising like crazy but he never wrote bills. whdn he wrote bills they
were never paid.’

Rev. (4.): Native foreign office directo
does not align culturally with
headquarters
Administrative skills and
standards that align with thg
headquarters

‘BT now works in Paris for us and knows her way around in both [French and German]
markets. [...] Starting client was [Client's name], a classic. They were aafients in
Germany before and were interested [in CommServ working for them in Fearctéfen it
happened with BT who was correspondent for Germany from La Tribune foge® and she)
was willingto join us.’

Right person in market with pre-
existing client. Waiting for right perso
to set up the office

“You probably know the CV of our guy in Japan. The guy in India is a German who lives in
India and worked for a German newspaper. The person in Paris knows hamowayl in both
markets. These are the kind of personalities where it’s most promising. Who know bothends.’

‘And we just realised how a typical CommServ-person must be. And of course we made
mistakes.’

Fin. (4.): Proven set of criteria: Forei
directors need to know both
the host and the German
market, over and above the
previous skills

—>

‘So we abandoned our noble aspirationof 2002 to do everything with our own capacity.
Meanwhile we’re not so strict about it anymore, because we realise that if you doit well and
manage it well, then it’s working. [...] Is this strategic change? No. Is it realignment? No. It’s a

pragmatic decision to soften a principle.”

Not always possible to find human
capital for own offices; find suitable
human capital through co-operations|

Priority to full control

Priority to strategic markets

Initial human capital
requirements

Frequent appraisal of for
foreign office performance

J

N

Revises criterion: Priority of
person over strategic market

J

Revised criteria for human
capital requirements

~N

Revised hierarchy of
criteria: Positioning human

capital requirements above

market entry

Finalised criteria for human
capital requirements

~N

J/

Change entry arrangements

to prioritise human capital

~N

J

J

Phase I: Developinginitial HC
criteria (2002/2003):
Internationalisation practices
determine HC

Phase II: Revising HC criteria
(2004-2008):

Internationalisation practices

are contingent on HC

Phase IlI: Finalising HC criteria
(2009/2010): HC determines
internationalisation practices

Fig. 2. Summary of thematic analysis (‘Rev. (no.)’ denotesrevising, while ‘Fin. (no.)’ denotes finalising criteria for human capital requirements
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3.4. Robustness measures

Qualitative research cannot rely on standardised quality measures like quantiégsiearch
(Sinkovics, Penz, & Ghauri, 2008). In order to establish robustness, we rely oastadlished
criteria in qualitative research (Lincoln & Guba, 1985): Credibility, traaibty, dependability, and
confirmability. We enhance credibility in multiple ways. The prolonged engagememntecauthor
with the case firm, which could have lead to bias and lack of objectivity, was counterbalanced by other
authors challenging and contesting the observations made (Piekkari et al., 2013). Beingf siveare
pitfalls of retrospective interviewing (Huber & Power, 1985), we also appliedtdahgulation. We
let different respondents recount the same events. When noticing mismatches bletwaerotnt
being given by one interviewee and the previous, we asked for clarification until weeabler to
achieve a complete understanding of the event under scrutiny. The data triangflammounts
across the key actors ensures that the overall dataset is represehtativiirim as opposed to a view
biased by a single perspectiv&he triangulation of interviewees’ accounts with the factual
information from the firm’s management reports, the purposeful selection of the case (Ghauri, 2004),
and iterations between data collection and analysis further improve theilityedf our study.
Transferability refers to generalising results to other contexts. Thighésently difficult within a
contextsensitive research setting. However, we provide a thick description of the case firm’s
experiential learning during the ongoing internationalisation for inductiveeb#fseorising on this
topic (Weick, 1995). This allows future research to apply these patterns temtiffentexts and either
confirm or reject our findings. Dependabilityfers to the reliability of the study’s findings (Sinkovics
et al., 2008). We improved transparency through a detailed description of our reseeess pnd a
comprehensive illustration of the relevant processes and activities of the case firm’s
internationalisation, which enhances the reliability of the data. Throughoudré¢isentation of the
findings and our data analysis, we provide a number of quotations, substantiating ouofchai
evidence to the reader (Yin, 2003). We achieve confirmability through embeddir{g@noerging)
story within two established streams of literature (international new esntumd professional service
firms), ensiring that the interpretations drawn from the data are not an outcome of the researcher’s

imagination (Sinkovics et al., 2008).
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4. Findings

The theoretical story emerging from our inductive data analysis is ome a€tively and closely
monitored learning process through which CommServ develops, revises, and sfirsiisga to
determine its human capital requirements. These phases are not necessarily exhaustive or a pure means
to an end, but illustrate how the firm deliberately learns from its continkeerience during its
foreign expansion. Immediately after the first two years of engageimeiareign locations and
through accumulated reflections on those engagements, the firm becomes increasnglpf what
was successful, what was not, and why. This process of continuous appraisal of successes and setbacks
in each market aids awareness of shortcomings in the criteria for the current huntah capi
requirements, which triggers actions inside the firm to revise these créasriaell as to adapt its

internationalisation practicés

4.1. Phase I|: Developing initial criteria (206@BP03): Human capital follows foreign market choice
As evident from Table 1, CommSeésvfounders start their business with the vision to build an
international consultancy, which makes early international growth a mandsti@ggic goal.

Following their experiences prior to starting the company, the founders decide to enter forkggs mar

with a formal presence to signal international competence and reputation, and whenetitheste
demand for their services. In addition to these practices, they assume the ndoeshkiting
individuals who are familiar with the focal market to deliver CommSefatvices. The co-founder
explains this as follows:
With every office we establish we have the intention to grow in an interesting market. [...] We
thought: The market is important and we know someone who makes sense.

Within their first year, the founders enter the French and Russian markaissédbey expect
latent demand for their communication services. They search for managing dixeitiothe criteria
they deem important for their human capital requirements, that is, the relevaignf market
knowledge and local networks. After the successful search they hire both maarayestablish an

office in Paris and one in Moscow. After less than a year, the founders thalisthe managing

2 Internationalisation practices refer to the general approach Comne®srtolinternationalise, irrespective of any foreign
market in particular. These practices include the mode of entry gbvated offices) and the choice of market (strategically
important and/or following existing clients).
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directors in both offices are not meeting targets, which prompts thsiceto retreat from both
markets. This triggers a development in the previously articulated criteria whereby ther$oeadise
the importance for the directors to possess foreign country institutionalddaigaylover and above the
previously considered market knowledge and the local networks. The founders determniioe tha
subsequent market entries the managing director has to be deeply embededakcial tmarket. Also,
the founders notice that both persons lack the necessary entrepreneurial fdesgbtessfully
acquire additional business, which they now realis& agcessary condition to run their foreign
offices. The co-founder explains this insight:

But for an entrepreneurial consulting there is more than just advising. You have to be an

entrepreneur. He [note: the former local manager] was incredibly well knowmnmer fimurnalist.
But he never approached companies. He was sitting there waiting for business to come by. And so we
decided after one year to shut down the office. It was a quick decision.

To summarise, in this first phase of experiential learning, the criteri@ dmmServ’s human
capital requirements are developed to add attributes such as being fully embedded in tharfatal
(that is, having institutional knowledge, market knowledge, and access to indastrgrks) and
having an entrepreneurial spirit which is conducive to attracting more business tiwéhmarket.
Following these insights, they hire an American for establishing their dffiééew York. At this
point, the human capital requirements follow the choice of the foreign markefodraers apply the
practice that the strategic importance of the foreign market, an entry modmsuaés full control,
and existing clients determine the foreign market of choice, with the idatibh of suitable human

capital coming second in the list of priorities.

4.2. Phase Il: Revising criteria (202008) Human capital requirements interact with entry and
non-entry decisions

During the following five years of internationalisation, CommServ continuesviee its criteria
for human capital requirements. In 2004, the founders make use of an opportunisat enamk
They identify a person who embodies the criteria they now deem important for runfangign
office. This person is located in Tokyo, Japan, and is willing to join CommServ. Hence, the decision t

enter the Japanese market hinges entirely on the combination of having an indivithu#hewi
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desirable characteristic together with an existing client. The local mandgewor explains this
development as follows:

It was because of the sudden availability of me and the connection with the clientotvad ais to
start here and to make a profit, at least in the first year with this contract. [...] So they didn’t look for
anyone to run Japan and ended up with me, but suddenly Japan and me were there and they said: Why

not?

In 2005, the founders decide to re-enter the Russian market, applying their ceiesélas well.

They hire an entrepreneurial Russian with the relevant know-how and wealth of experience.
| knew Igor really well. He was a journalist and had a lot going on like founding atssosifor

Russian journalists and the like. He initiated a lot of those things. [The CEO] kmetobi So, |

approached him and asked whether he wanted to join the firm. And suddenly this seemed a wise

decision for us.

However, events in both New York and Moscow prompt further revisions for the human capital
criteria regarding the importance of the cultural fit of the manadgjiregtor with the headquarters. In
the New York office, the managing director is too distant from the homergamd corporate culture
of CommServ, which results in increasing conflicts with the headquarters uwtilléh him go.
However, due to existing client contacts in the market, CommServ does not Rdatbat, they send
an expatriate manager from the headquarters in Germany. The co-founder puts it as follows:

He was too distant in cultural terms. He didn’t know CommServ well and he managed things by
himself, which was hard to comprehend, and so we decided that someone from the headquarters has to
go there.

Similar inadequacies emerge in the Moscow office in 2008, when the founders realigee that t
Russian managing director lacks the necessary knowledge of business conduct in Germany
successfully manage cross-border projects between Russian and German clients. Bawvaneiraj
these shortcomings was the result of hiring a new CFO in 2007 in order tokeefpetrack of the
performance of the foreign offices. The co-founder explains her important rolethér

internationalisation process as follows:
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Every four month, she holds up the mirror to us. And she regularly reports to [the CEO] and me,
because were the main shareholders, who destroys value. And when you notice that a couple of times,
you have to change the course.

Both these negative experiences in the Russian and American markets, and condheently
positive experiences with the managing director in Japan lead to a revision ofteha €or the
human capital requirements based tha founder’s perceived importance in making the foreign
market entry successful. Above all, the sustainability of a foreign officeediog the personal skills
of the managing director, in contrast to following initial internationaisgpractices, such as entering
only markets of strategic importance or acquiring new clients before market Antigng the
personal skills, the cultural fit with both CommSaritome market in Germany and the specific
foreign market is the most important criterion. This revised knowledge dimutetessary personal
skills of the foreign managing director led the founders to establish an offajing in 2008 with a
Swiss national as managing director, who is familiar with ComnmiSékrman home market and who
has been living in China for several years. Further, they delay their plannedn¢mttifze French
market in order to wait for the right person. One co-founder explains thisriscéarathe managing
director in Paris:

We tried her for two years until she finally jumped oadab We knew she’s absolutely the right
one. She was a journalist and we’d known her from our work here. And we knew that she’s smart as
an entrepreneur. It took a while but now we 're totally happy with her.

To summarise, in Phase two CommsServ further revises its criteridhé human capital
requirements to aligrhe person’s understanding with the culture of the company headquarters and
home market. The person has to be entrepreneurial, fully embedded in the maskst Fulty align
with the culture of the headquarters of CommServ. The firm also realisesritnal gmportance of
those human capital criteria for the sustainability of the foreign market érfiollows that the initial
internationalisation practices for entering a foreign market are contiogetite availability of the

appropriate human capital.

4.3. Phase llI: Finalisingriteria (2009-2010) Human capital determines market entry
arrangements
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Over the following two years, the founders recognise that their offices in Lomdéyo, Paris,
and their recently opened office in New Delhi are performing excellently. @ttelpute this success
primarily to the managing director’s fit with CommSeris culture and home country, besides their
individual skills. They possess industry, market, and institutional knowledge in their respectign
countries of operation; they are locally embedded in those countries and hemtr@mising spirit.
This signifies that the founders have taken stock of both successes and falréying different
human capital criteria and have come up with a final set of criteria for selecting madiagotgrs for
running their foreign offices. One of the executives from the headquarters puts it as follows:
You probably know the CV of our guy in Japan. The guy in India is a German who lives in India
and worked for a German newspaper. The person in Paris knows her way around in both markets.
These are the kind of persgities where it’s most promising. Who know both ends.
And one co-founder emphasises:
And we just realised how a typical CommServ-person must be. And of course we madesmistak
However, the performance of the offices in New York and Moscow is far from meéging
expected targets. Those offices are still run by expatriates from the headqudrngrotestablish a
sustainable client base. In the American market, competition is fierce and the expatriate from Germany
lacks the business contacts necessary to acquire new clients. In retrospect, areexgulaiivs this
situation as follows:
New York had a couple of good years with very interesting clients but the way how we 've run it
until recently it had never been a stand-alone profitable, sustainable and stablewperati
The continuous low performance in New York and Moscow reveals that CommServ is tabl
identify managers who embody the proven set of criteria for human capital regpisefis a result,
the founders compromise on the established practice to set up fully-owned foffeigsin order to
account for the centrality of suitable human capital in the focal market.idtibey are prepared to
use cooperation modes when the partner firm has directors that meet altettia for the human
capital requirements identified as key to performance. In this sense, the e#@era for human
capital requirements becomes established and prioritised above the internationgtisactices. An
executive from the headquarters explains this pattern:
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Therefore we adapted our approach to reality. We 've learned that, coming from our original
aspiration to make everything fully-owned and under own management, it is not sustainable
everywhere, at least not with that amount of effartre willing to commit.

With the ramifications of the financial crisis gradually affecting CommSerusiness, coupled
with the newly gained insight that their initial internationalisation practicesargsustainable in some
markets, the founders acknowledge that they cannot identify a suitable managita firetheir
offices in New York and in Moscow and switch to a contractual collaboration witahdonsultancy
in both markets. This allows CommServ to use ideal human capital through theérpan-site and
retain a presence in the focal markets in order to signal the abilityl ebver their services there.
The co-founder explains this entry mode change as follows:

We had established clients there, so you can’t just say: Goodbye, now take care for yourself. Now
we have a cooperation partner that does that a lot better than we could do. We did the same in the
USA, so that we don’t have to pull the plug but to stay there, even without completely own capacities.

Besides switching entry modes in established markets, CommServ immediately itdladapted
practices when entering foreign markets. For their office in Zurich,aleders were searching for
suitable managing directors for almost a year until they decided to leaterarket with a contractual
collaboration with a local consultancy that had access to individuals withroren set of criteria
Similar events happen in South America, where CommServ has several contacts &ting exi
projects. Here, the firm enters the market through a formal collaboration witakagency, thus
maintaining its growth ambitions.

To summarise, in this phase of their internationalisation, CommSenségsals criteria for human
capital requirements. This, however, comes with the realisation that the flirmotvalways have
access to human capital that meets all the desired criteria (entrepresg@titiahsider knowledge of
market and industry, alignment with headquarter culture and conduct). Therefdianthdapts its
initial internationalisation practices, such as entering only markets oégtraimportance with
wholly-owned offices, in that those are now determined by the availability of sulitabilan capital.
The human capital requirements are no longer defined by the ability to identifiallesypierson for
establishing a wholly-owned office in the foreign market but by the abilitgtentify a partner in the
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local market that has a suitable pool of human capital that meets the proven getiaf Eigure 3
illustrates the shifts towards the pivotal role of human capital requirements in CommServ’s
internationalisation, based on its experiential learning during its foreign growth.

Priorities in
Internationalisation

%“6
&‘“%
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RS s )
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internationalisation practices

Human capital oS
. S 6‘&?
requirements o /’
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criteria— HC interacts with
internationalisation practices

« Priority to HC requirements over
established practices towards
internationalisation

« Revisit entry arrangements to
prioritise human capital

«Finalising HC criteria: Proven set of

criteria to sustain a foreign office;

deep knowledge of both the host and|
the German market is crucial

« Frequent appraisal of foreign office
performance

+ Priority to HC requirements over
strategic markets and entry timing

* Revising HC criteria: Cultural
compatibility that aligns with the
headquarters, over and

Phase I: Developinginitial
HC criteria—

Internationalisation practices

determine HC requirement

Internationalisation above the previous skills

practices « Priority to full-control and promptinitial
market entries

< Priority to strategically important marke

«Developing HC criteria: Market- and
business knowledge; entrepreneurial
attitude

>
>

Evolution of
Human Capital Criteria

Fig. 3. Evolution of human capital requirements and impact on internéisatian priorities.

5. Discussion and conclusion
5.1. Contributions to the literature

Far from being a linear process, the internationalisation of the didotied with doubts, setbacks
and false starts (Bell et al., 2001; Jones, 1999; Vissak & Francioni, 2013). In @rdevdiop a
sustainable approach to international growth, INVs need to keep learwimg ekperience and
adapting during their internationalisation. What this process of experit@raing and adaptation
looks like in detail is the subject of our enquiry. In this paper, we offentextmalised exploration of
the processes through which an INV in the professional service sector learns aadhedayitieria for
its human capital requirements, based on the sequence of experiences during iitg actjgities
abroad. In doing so, we respond to calls for a closer examination of the dynamics aénéaper
learning in INVs (Casillas, Barbero, & Sapienza, 2015; De Clercq et al., 2012;&@asllli, 2014)
and how these inform subsequent internationalisation practices (Casilla2608). Thus far, these

dynamics have been addressed conceptually (e.g., Prashantam & Floyd, 2012) and ls@bmlars
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called for further empirical enquiry to shed light on how firms tadkée dhallenge of learning and
adapting quickly in the messy internationalisation process (e.g., Casillas2€08; De Clercq et al.,
2012; Prashantam & Young, 2011; Sleuwaegen & Onkelinx, 2014), whilst staying sustainable
(Sapienza et al., 2006) and avoiding fatal mistakes that may kill the @un.empirical findings
contextualise and extend conceptual work suggesting that INVs rely on thaimidycapability to

learn from their experiences and adapt their practices in the internatiboal{z@cess (Sapienza et

al., 2006; Weerawardena et al., 2007), particularly on their ability to improstngxiand develop

new practises (Prashantham & Floyd, 2012).

We find that, with increasing foreign exposure, the professional servige |larns from its
experiences and iterates through phases of developing, revising, and finadisongjeria for the
requirements of suitable human capital. We provide a detailed account on the dynanpesiehtai
learning and highlight that having criteria for important dimensions efitlbernational growth
process—in our case, the human capital requiremerdafiow the executives to engage in deliberate
learning efforts from the outset. Having those criteria, however flawed they prove to be astadgter
provides an initial basis for later adjustment. In this sense, our findingsragthee to the view that
initial small firm internationalisation carries such high uncertainty thate is limited strategic
direction over the process (e.g., Schweizer, 2012; Chandra, Styles, & Wilkinson, DO®9. latter
we add that the very notion of having initial criteria is a strategic point of departure.

Crucially, the transition from one phase of criteria development to the next dobappan by
default. Rather, the firm needs to take an active role in monitoring theniggsrocess aimed at
selecting the suitable human capital by engaging in continuous reflection, cgtiahlation,
adjustment of criteria for its human capital requirements, acceptance alaaftormistakes, and
ultimately adaptation of internationalisation practices shown not to besviébkse microprocesses
enable the INV to learn from both the successes and the errors, and to duewals that are long
enough to allow for a full implementation of the criteria currently beiragltribut short enough that
unsuccessful criteria can be changed to avoid excess losses.

Another contribution of the paper consists of its clarification of the rolsetlhbacks in the
internationalisation of the firm. The latter has been reported to be dottedievibts, setbacks and
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false starts (Bell et al., 2001; Jones, 1999; Vissak & Francioni, 2013), whichimpheitly been
viewed as unavoidable undesirables. In contribution, our findings indicate that those sedibaoks
moreusefully viewed as a ‘necessary evil’ so long as the process is carefully momitbAt any point

in time the firm makes an initial decision in which their criteria $etecting human capital is
reasonable but bounded. Due to the inherent uncertainty and complexity facing any new
internationalisation act, the firm cannot know what the limitations of theirieréiee until they are put

to the test of practice. They then readjust on the basis of whathtweylearned (through either
success or failure) and do so in a timely manner.

To the specific context of professional service firms, which is highly rebanhuman capital
(Abdelzaher, 2012Pinnington & Sandberg, 2014), we contribute that learning from experience
consists of deploying human capital with increasingly more specific combinatiacosnpetence and
know-how. The INV hires outside managers to access their competences in ordaisue pu
international growth. While these practices are suitable for overcoming a@fldetowledge about
foreign markets (De Clercq et al., 2012; Fletcher & Harris, 2012), theiaxréagainst which these
outside managers are selected and deemed suitable for the firm’s foreign activities constitutes firm-
specific internationalisation knowledge, irrespective of any particular foreign market

Further, characteristics such as low capital intensity or the possibifiofidw clients abroad help
PSFs to exploit benefits from foreign market entries faster than morealcaginsive firms
(Contractor, Kundu& Hsu, 2003). However, the importance of specific knowledge for service
delivery is seen agburden for increasing foreign commitment because specialised knowledge is often
location-bound and difficult to transfer (Abdelzaher, 2012; Rugman & Verbeke, 2008). In our case, we
notice that it is the specialised knowledge of the outside managers that allowsrtier$ to bridge
the distance to the foreign markets, and hence enables the firm to iotexisg rapidly. While the
literature acknowledges the function of expatriate managers as carriers @ohosty experience
(Hébert, Very, & Beamish, 2005), our findings suggest that expatriatesxotaalways be suitable
when they lack immediate access to local business networks and are stillrsutsttie focal market

(Johanson & Vahine, 2009) in contedisvhich being insider is of strategic importance.
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5.2. Implications for managers

Our findings indicate that the benefits from a learning advantage due to alesanthiies and
structures (Autio et al., 2000) are not necessarily automdéarning from experiences may require
dedicated effort and procedures. Whilst every firm may claim to be interestednimdganot every
firm may have the appropriate processes in place to do so. Based ortighevwidence from our
study and if supported by furtheesearch, decision makers in INVs can enhance the effects from their
experiential learning by realising where their prior knowledge is dumithaving criteria for
strategically important dimensions in place, and make a conscious effort o endeupdte these
criteria regularly during the ongoing foreign growth process, even wheistgoare and reflection on
current practices is not perceived as urgent. Our findings suggest that theg@onesses may be
supported by an entrepreneurial attitude that allows internationalismgrfamagers to take stock of
performance regularly and be prepared to act quickly when outcomes do not metdtiexyze All
too often, smaller firms embarking in rapid internationalisation do not havertbend resources to
appraise their performance frequently. This may lead to inefficiencies ¢hahdonger than is
necessary, witl consequent waste of resources and sub-optimal returns, as well as leading to reduced

opportunities for learning and adjustment of thienfs practices.

5.3. Limitations and future research

Whilst our single setting has strong illustrative and exploratory powlemfatences stemming
from it cannot be generalised to a wider population at this stage (Piekkarj 2009). Rather, the
phases that we identify can be pattern matched to other contexts (Welch et al., P@liame
applies to transferring the context specific notions of human capital requisgrnmatnationalisation
practices, and experiential knowledge in that there may be other firms also eghiB&EF
characteristics which have different business models and industry regularities, sartfiatdings
might be transferred to these contexts with caution. Whilst the data collected observation was
real-time, the accounts provided by our interviewees about the internationalisa®ats were
retrospective and their accounts might be prone to recallWi@sook steps to mitigate potential bias

by triangulating accounts of each event from three different intervieweesargséd the interviews
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on factual events in the internationalisation process which are less prone to hindsightrbstei(Bet
al., 2011).

The very purpose of our exploratory study is to provide insights that other schatadraw on
and explore further in the process of theory development. Hence, we encourage scliolastigate
the transferability of our insights and provide several promising avenuesttioe fesearch. Filgt
we wonder whether the phases of developing, revising, and finalising of strategically important criteria
apply in the experiential learning and adaption process of manufacturing firfris smdvhat specific
factors evolve over time. Those firms have traditionally been associated githwar pace of
internationalisation (e.g., Bell et al., 2004) due to their high capital intensitghn turn may hinder
their ability to reconfigure fast and limit their ability to déap dynamic learning processes based on
experience, critical reflection and adaptation.

Secondly, our findings strongly suggest that the effectiveness and reflexivity by wWhi¢h
manage their experiential learning enhances their speed of foreign expansion and. survival
Incorporating insights from conceptual work on these topics (e.g., Jones & C2&Ldj Prashantam
& Floyd, 2011, 2012), studies could engage in a deeper investigation of which particular
microprocesses and managerial attitudes are conducive for effective expersstighg. How
individuals make sense of their internationalisation experience to date andaisevise criteria for
future internationalisation calls for further investigation (Jones & Casulli, 2014)

Thirdly, in order to arrive at more generalisable conclusions, survey-based studies»amine
the impact of learning forays into foreign marketsoth their pace and scop®n internationalisation
success, and how this relationship is contingent on the type of processes for knemiadge
dissemination and the foundemttitude towards setbacks, failures, and the uncertainty associated to
complex, novel situations.

FourtHy, previous studies highlight the role of individuals for learning processes s\(Pi&&say
et al., 2003; Mattsson, 2000), particularly their experdise professional experience for knowledge
evaluation and utilisation in the internationalisation process (Scott-Kennel 8atwmburg, 2012).

We would welcome further empirical studies that investigate the impalired expertise on the
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speed and success of experiential knowledge accumulation, and how this relationship isrtasming
the boundedness of the founder’s prior knowledge and the type of industry.

In conclusion, this paper offers insights into the dynamics and microprocesses of éaperien
learning of an INV in the professional service sector. Our findingsrdiigshow the venture learns
and adapts its internationalisation practices by developing, revising, and rimalfshuman capital
requirements. Key insights emerging from our study suggest that (1) ex@drieatining is not
automatic but requires deliberate and focused practices in place ari?) setbacks are a necessary
evil in the internationalisation process of INVs, providing valudbberning opportunities under
bounded knowledge conditions. These insights emerge from the fact that the firm deistgein
and closely monitored learning process aimed at selecting suitable human capitalteduppor
continuous reflection, critical evaluation, adjustment of criteria for itsamuoapital requirements
acceptance to make mistakes, and ultimately adaptation of internationalisatitiogsr shown not to
be viable. These findings enhance our understanding of the dynamics of expegantiaigl in the
internationalisation process of INVs, and provide valuable insights and ingligafor both

academics and practitioners.
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