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1. INTRODUCTION

An increasing number of business news, reports and articles document and ana-
lyse the existence and characteristics of companies in Central and Eastern Europe,
which soon after their establishment began growing and/or internationalising very
rapidly (see for example Jarosinki 2014; Zbierowski 2014; Sliwinski — Sliwinska
2014; Nowinski — Rialp 2013; Kiss et al. 2012; Lamotte — Colovic 2015; Danik et
al. 2016; Vissak 2007). There have been such cases reported in Hungary as well
(Czako — Koncezol 2014; Békés — Murakozy 2012; Némethné Pal 2010), and a
few “born global” firms have also been identified (Sass 2012; Szalavetz 2015).

In the present article we rely on the concept of “international new ventures”
(INV) and based on company interviews in two selected industries, we concen-
trate on the analysis of two research propositions in the case of selected Hungar-
ian INVs. First, we analyse the criteria of the selection of foreign markets in the
internationalisation of these firms and second, the role of networks in the interna-
tionalisation process of selected Hungarian INVs.

The article is structured as follows. First, we present the theoretical background
and the most important related results of the literature. Second, we present our
research questions and then give a brief description of the methodology applied
including the sample of companies used. This is followed by the analysis of the
collected data, and the final section concludes.

2. THEORETICAL BACKGROUND AND EXISTING EMPIRICAL RESULTS

An INV is defined as “a business organization that, from inception, seeks to de-
rive significant competitive advantage from the use of resources and the sale
of outputs in multiple countries” (Oviatt — McDougall 1994). The internation-
alisation of these firms is rapid (McDougall et al. 1994; Sapienza et al. 2006;
Matiusinaite — Sekliuckiene 2015; Schwens — Kabst 2009; Madsen 2013; on the
CEE-experience: Jarosinski 2013; Lamotte — Colovic 2015; Zapletalova 2015;
Ciszewska-Mlinaric et al. 2016; Musteen et al. 2014) compared to other com-
panies, which internationalise gradually (Johanson — Vahlne 1977; Eriksson et
al. 1997; Vissak 2003). Internationalisation is most often defined as exporting
(Fan — Phan 2007); in certain cases, foreign direct investments are added. In-
dustry factors play an important role in the case of INVs: they usually shape the
process of internationalisation and the strategic choices of INVs to a great extent
(Andersson et al. 2014). This can be underlined by the fact that INVs are usually
concentrated in industries with high technological intensity, niche technology
or in knowledge-based activities (Autio et al. 2000; Oviatt — McDougall 2005;
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Johnson 2004; Welch 2015). Besides commonalities of the internationalisation
process of INVs, it is important to note on the basis of the findings of Verbeke et
al. (2009) that the actual internationalisation process of a firm is highly context
specific. Thus — besides similarities — we can also find relatively large differences
in the process of internationalisation of INVs.

We rely on two main branches of the literature on INVs in our analysis of the
two topics we concentrate on. First, due to globalisation, foreign markets are
becoming more homogeneous, thus companies, mainly those active in high tech
industries, can internationalise from the start (from their establishment) in niche
markets (see e.g. Jolly et al. 1992; Oviatt — McDougall 1994; Knight — Cavusgil
2004; Baum et al. 2011). Because of the increased homogeneity of markets, their
internationalisation is less constrained geographically compared to staged inter-
nationalisers. Thus, they can reach out quickly to international markets, including
to faraway destinations and in our opinion are less constrained by the level of
foreign trade liberalisation as opposed to staged internationalisers. The second
line of literature addresses the role of networks in internationalisation. Accord-
ing to that, markets are considered as networks of relations, in which firms are
connected to each other by various and complex links; these relations provide
opportunities for learning, establishing contacts and building trust and commit-
ment (Eriksson et al. 1997; Coviello — McAuley 1999; Johanson — Vahlne 2003
and 2011; Vissak 2004). In our opinion, INVs, due to their specific nature, may
be more inclined, as opposed to staged internationalisers, to take part in various
networks, which then helps their internationalisation.

Our analysis concentrates on Hungarian INVs. The presence of INVs and born
globals in the post-socialist economies of Central and Eastern Europe (CEE) is
evidenced and examined by various papers. For example, Nowinski and Rialp
(2013) list certain “region-specific” characteristics of CEE INVs. They underline
that these firms are constrained not only by limited financial resources (see e.g.
Kiss et al. 2012) but also by relatively low human and social capital. Further-
more, they show that there are certain region-specific drivers of early interna-
tionalisation, such as domestic market entry barriers and highly solvent markets
present in developed economies. They also underline the role of networks: while
first the entrepreneurs rely on their domestic networks, parallel with international
expansion, they develop their international networks as well. Another interesting
and specific feature of CEE INVs may be their resource saving strategies and
operations, a behavioural pattern inherited from the shortage economy, which
may form part of a competitive advantage specific to the CEE region’s firms
(cf. Ciszewska-Mlinaric et al. 2016). Danik et al. (2016) called attention to the
possible differences in the geographical targets and scope of internationalisation
as well as inclination to and areas of innovation among CEE INVs, based on
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Polish and Czech cases. In this, possibly, the strength of bilateral economic rela-
tions between the home and host countries and the presence of diaspora can play
arole.

There is an emerging literature focused specifically on Hungarian INVs. For
example Sass (2012) shows that born globals are present in the Hungarian medi-
cal precision instruments industry. Their internationalisation success is based on
their innovativeness, which is partly a heritage from the break-up of large state-
owned companies in the industry, partly related to strong R&D activity in the
field in Hungarian universities. Szalavetz (2015) analysed in detail one Hungar-
ian company case, emphasizing the importance of industry-specific factors, “de-
viating” and delaying the internationalisation of a potential born global firm.

3. RESEARCH PROPOSITIONS

In our article, we concentrate on two important characteristics of INVs and ana-
lyse these in detail based on Hungarian company cases.

3.1. Geographical scope of internationalisation

First, the literature on INVs emphasizes the rapid internationalisation of these
firms, with different geographical scope. For example, in one of the first seminal
articles, which introduced the notion of INVs (Oviatt — McDougall 1994), four
types of INVs were distinguished, in the case of which the geographical scope of
internationalisation differed significantly. In the case of New International Mar-
ket Makers, the main ownership advantage lies in the ability to identify imbal-
ances between countries and create markets where they have not existed before-
hand. Thus, this type of INVs depend on their target markets to a great extent,
the geographical scope of internationalisation is basically pre-determined by the
characteristics of the potential markets. They can be either Export/Import Start-
Ups or Multinational Traders. In the case of Geographically Focused Start-Ups,
as their name indicates, these firms address a specialised need of a particular
region or country through the use of foreign resources. Here again, the charac-
teristics of the geographical target market are of special importance. As far as the
fourth type of INVs is concerned, Global Start-Ups have much less “stickiness”
in terms of their host countries: their choice of location in the process of interna-
tionalisation is geographically unlimited. We think that Global Start-Ups may be
present mainly in innovative industries with increasing global demand, such as
our analysed industries, biotechnology and IT.
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As mentioned, INVs are active in technology intensive industries. High-tech-
nology products appear to be quite “global”, they need little local adaptation
(Andersson 2004) and they can be highly standardised, thus they can be sold
basically immediately in any country, where a viable demand for the product is
present, where (potential) customers are located (Bell 1995). This process has
been helped to a great extent by globalisation, which made markets around the
world increasingly homogeneous. Thus, the psychic distance for these products
is considerably reduced (Evers 2010). Furthermore, new technological develop-
ments and the emergence of the internet as a transport channel enabled new in-
dustries to transfer their products to faraway locations, thus reducing further the
geographical limitedness of international operations. In addition, given the nature
of their industry and product, INVs usually target relatively small niche-markets
and have geographically spread lead markets around the world. They define their
customer groups and are highly customer-oriented (Rialp et al. 2005). Thus, we
can say that they are geographically unlimited, as they follow their customers
proactively. In certain cases, they are even forced to do so: given the small size
of niche-markets, they need to reach a certain threshold level of sales (including
exports) to be profitable, for which the home market may not be large enough
(for example, the size of the home country is a significant explanatory factor for
the internationalisation of a new venture in Fan — Phan 2007). Furthermore, the
relatively low level of competition in niche-markets and the aim to capitalise on
the specific knowledge on which the ownership advantages of the INV are based,
induces the firm to internationalise rapidly in each reachable market. As a result,
in terms of the geographic scope of internationalisation, INVs usually reach a
broader scope compared to other companies.

How can we define and compare the geographical scope of the internationali-
sation of INVs? The distance of host and home countries — besides the modes of
entry — is one of the two major dimensions of the internationalisation process of
the firm (Jones — Coviello 2005). The geographical scope of a company can be
measured by the number, geographical spread and diversity of its foreign markets
(Hashai 2011).

Based on the above, in our first proposition we focus on understanding the ge-
ographical scope of internationalisation of a specific sample of INVs as follows.

Proposition #1: For Hungarian INVs operating in knowledge-intensive indus-

tries, the primary target markets for internationalisation are niche-markets in
highly developed economies.
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3.2. Network perspective on internationalisation

The network perspective on internationalization of firms is related to organisa-
tional and political science approaches. Here the importance of relations between
companies is emphasized, as a result of which a network is created. These rela-
tions may take several forms, and may include social, economic, legal and tech-
nological exchanges between the companies. They can rely on personal contacts
between company managers. They can be formal and informal as well. They can
exist prior to the establishment of the company in the form of personal networks
of the founders.

In a theoretical paper, Vissak (2004) summarises her findings on the network
approach to internationalisation, highlighting, among others, the relevance of the
approach in terms of going beyond the traditional internationalisation models, de-
scribing business realities and context well, as well as the approach’s suitability
to explain the selection of foreign markets and the process how resources neces-
sary for internationalization can be acquired through network relationships.

In their seminal work, Oviatt and McDougall (1995) state that INVs possess
strong international business networks. Also other empirical and theoretical stud-
ies emphasize the importance of networks enabling newly established firms to
internationalise (see for example Bell 1995; Fillis 2002; or Rialp et al. 2005).
Coviello and Munro (1995) showed that network relationships are of fundamen-
tal importance in accelerating access and entry into new foreign markets in the
case of quickly internationalising firms. Furthermore, network relationships are
important from the point of view of the growth of the company, and they actively
influence the pattern of internationalization in terms of foreign market selection
and entry. In addition, Chetty and Blankenburg Holm (2000) emphasise the im-
portance of organically developed networks in explaining the dynamics of how
firms cooperate with their network partners to extend, penetrate and integrate
their international markets. They conclude that involvement in such interactions
support the firms in obtaining new opportunities and knowledge, and enjoy the
benefits of pooled resources. Coviello and Munro (1997) show that small firms
invest heavily in their network relationship in order to enhance their international
market development. Chetty and Campbell-Hunt (2004) denote the networking
strategy of quickly internationalising, born global firms as “aggressive” com-
pared to slower and late internationalisers. Contrastingly, the network context
also bears limitations on how businesses operate. Johanson and Vahlne (2011)
highlight that firms operating in an international business environment need to
make sure they respect the interest of their partners in the network and “prepare
for action, not necessarily known on beforehand” (Johanson and Vahlne 2011:
489).
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Notwithstanding the prolific literature on the importance of networks in inter-
nationalisation, certain analyses found a negligible role of networking for quickly
internationalising SMEs and born globals (see e.g. Kalinic — Forza 2012). Ras-
mussen et al. (2001) noted that in the case of certain INVs there is no previous
network involvement of the founder prior to internationalisation.

In terms of the empirical results of investigating the relevance of networks
in the internationalisation of firms in the CEE region, Daszkiewicz (2014) per-
formed a survey of over 200 internationalised enterprises in Poland in 2013-2014,
looking for statistical relationships between internationalisation motivations and
operating in networks. She found that there was a statistically significant relation
between firms operating in networks and the main motives for internationalisa-
tion according to Dunning’s typology of internationalisation motives (Dunning
1993), but no statistically significant relationship according to the OECD inter-
nationalisation motive typology (OECD 1997a; 1997b). In addition, she found
that operating in networks was related to the firms’ knowledge of the foreign
markets and the actual strategy they followed. Meanwhile, based on a Hungarian
sample of case studies of 10 small-and-medium enterprises, Czaké and Konczdl
(2014) concluded that notwithstanding the limitations of the research methodol-
ogy, there is evidence that the SMEs — founded in the 1990s or later — show the
characteristics of the network-based internationalisation pattern of Johanson and
Vahlne (2009).

In light of the above, the theoretical and mainly empirical literature does not
provide conclusive evidence concerning the role of networks in the internation-
alisation of INVs in the CEE region and further afield. We constructed our second
proposition around this dilemma as follows.

Proposition #2: Participation in networks (in a wide sense) plays an important
role in the internationalisation process of Hungarian INVs operating in knowl-
edge-intensive industries.

4. METHODOLOGY - OUR SAMPLE

We prepared company case studies based on semi-structured, questionnaire-
based interviews with the founders of Hungarian INVs. We identified companies
in the IT and biotechnology industries, which may comply with the definition of
INVs. This approach is widely used in the research of the internationalisation of
firms, born globals and international new ventures (see e.g. Vissak 2010). We did
not claim to build a representative sample of the population of Hungarian INVs;
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the focus on knowledge-based industries was used, however, to narrow down the
group of firms, which may be INVs.

Our methodology has the advantages of being able to provide detailed informa-
tion about the operation and internationalisation of the selected firms. On the other
hand, as a disadvantage, the small and not randomly selected sample reduces the
scope for generalisation of our analytical results. Table 1 contains information of
selected important characteristics of the companies in our sample. We conducted
interviews with 6 firms, two biotech and four IT firms. Five out of six firms have
less than five years of history. They all internationalised within 1 year.

Table 1. Our research sample
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: 2 I | g% | ES
i i
A |biotechnology | Budapest 35 1990 1990 export
B | biotechnology | Budapest 17 2011 2012 | cooperation with
(with high IT US universities
content)
C |IT Budapest 6 2015 2015 export
D |IT Budapest 20 2014 2014 export
E |IT Budapest 7 (until 2012 2013 export, local
acquisition) | (sold in 2015) agents
F |IT Budapest 10 (until 2012 2012 export
acquisition) | (sold in 2014)

Source: compilation of the authors based on company interviews

5. ANALYTICAL FINDINGS

While a number of issues were raised and discussed in our semi-structured inter-
views, we focused our analysis on the two propositions of our research. The ana-
lytical findings below reflect particular elements of our propositions and allowed
us to refine our understanding of the subject.

5.1. Market selection

First, we intended to understand better, and potentially refine, the phenomenon
we identified in our first proposition reflecting our expectations based on litera-
ture findings: “For Hungarian INVs operating in knowledge-intensive industries,
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the primary target markets for internationalisation are niche-markets in highly
developed economies”.

Our sample included companies from knowledge-intensive industries, which
may explain the fact that our proposition was confirmed by the sample with one
exception (an IT firm): it provides services in Hungary and 3 neighbouring coun-
tries only. For all other firms, exports to developed countries are dominating in
total sales. The outlier firm’s original strategy was oriented on replicating a busi-
ness model already successful globally to the region, where they could be first
movers, and spread quickly in the neighbouring countries. Not surprisingly, a
few years later, they were acquired by one of the major global players in the
industry.

The general reason to choose major developed markets in the early stage of
internationalisation is that product prices and service fees are higher in these mar-
kets, while Hungarian wages are lower. Another reason for an INV to go to the
largest developed markets is that the scalability of the business is greater in major
markets, and the potential growth of the business is attractive for the investors
who finance the internationalisation process.

“The company was established for the world market: they do not sell on
the Hungarian market — there would be only one potential buyer, because
of the “nicheness” of the market, with this they have a good personal and
scientific relationship — but no market relationship.” (Interview with com-

pany B)

Thus company B in our sample resembles to a great extent to the “Global
Start-Up” category of Oviatt and McDougall (1994). The next interview excerpt
puts company D in the same category.

“We did not start our business for the Hungarian market. We have issues
with the current state of Hungarian business culture, and also the market is
not lucrative enough. Software development is not a location specific busi-
ness anyway.” (Interview with company D)

All the more, our interviewees reported a diminishing gap between the level
of expectations in technological quality in developed countries and in Hungary.
Hence, the quality of services INVs need to perform is relatively similar, while
the purchasing power and disposable income are much higher in major developed
markets. In that perspective there is no surprise that most INVs choose these mar-
kets in the early stage of their internationalisation.

Early stage INVs usually target a niche in the major developed markets, as a
niche can be more effectively targeted through customisation and online market-
ing using big data technology. Furthermore, if the marketing is more sharply tar-
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geted to a clearly defined segment, there is less noise in marketing communica-
tion amidst the general tendency that customers receive an overwhelming amount
of messages on a daily basis.

“The company spotted a market niche and started to develop software for
this. Through the software they established market contacts with many
firms, who acquired the software, thus they could get a clear picture about
the state of the market in that area. Based on that, the firm moved into pro-
duction activities as well and started research cooperation with American
universities.” (Interview with company B)

If INVs still want to target not (only) large markets but also smaller countries,
they can expect a different range of advantages and disadvantages. Local regula-
tions are often challenging to be understood and the company’s services need to
be adapted to limitations that restrict the smooth business operations designed
for the developed markets. There can be cultural issues as well, although our
interviewees did not particularly feel that pain as they chose their international
markets carefully. They confirmed, however, that operating in less developed,
relatively new and less regulated markets may offer business opportunities be-
yond what can be managed in more developed, and at the same time more regu-
lated markets.

Respondents who run their companies in Central and Eastern European mar-
kets noted that there are significant synergies between their operations in differ-
ent countries in the same region. Cultural patterns are similar; hence the business
model in one country need not be significantly different from the business model
applied in a neighbouring country. There is also scope for joint administration
and supporting functions to be operated in a central location in the region.

“There were synergies based on cultural similarities in the four regional
countries we entered. We had personal contacts there, we knew the culture
already, and we were introduced to local business partners. Our Hungarian
business model was well scalable, which was vital, as the domestic market
was not large enough for a sustainable business. However, all four countries
were different in terms of regulations and we had to set up processes in par-
allel. At least at the beginning.” (Interview with company F)

We did explicitly ask the fundamental question regarding what factors they
considered when deciding on the markets to target in the early stage of their in-
ternationalisation. While our examination is primarily of qualitative nature, we
could synthesise the most common responses into a short list of decision criteria:
size of market (potential income), maturity of market (growth potential), geo-
graphical distance, cultural distance, existence of local contact or representative
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(access to networks), and level of competition (if there is first mover advantage).
We concluded that there were no surprises in that list, compared to what the
usual considerations were in the cases covered by existing international business
literature.

5.2. The role of networks in internationalisation

Our other focus of interest was reflected in our second proposition: “Participation
in networks (in a wide sense) plays an important role in the internationalisation
process of Hungarian INVs operating in knowledge-intensive industries”. We
were keen to understand this expected phenomenon better, and were looking for
ways to further specify our findings.

There was unanimous support for the answer that the personal network and
knowledge of the founder(s) played a key role in winning early clients. Our in-
terviewees did not develop their product before they had an understanding of the
markets they would target, while their knowledge of the target market and the
needed product stemmed from their personal relationships in the region. It was
mentioned that overcoming the initial lack of trust in a particular market may
be prohibitively difficult unless there are personal relationships that invoke trust
supporting the early adoption of the INV’s products. Apart from trust, accessibil-
ity to the market was also helped by the market knowledge of the founders and
their local contacts.

“After privatisation, our activity was not interesting for the new owner, they
let us go. We collected the base capital from our own money, established
the firm, two directors jumped into a Lada car, and went to those Western
European pharma companies, which we knew were interested in this activ-
ity and product. We came back with three contracts — and the others came
later.” (Interview with company A)

The scalability of the personal network-based business model was questioned
in some of the interviews. INVs in our sample shared the ambition to scale up
their activities in foreign markets early on; hence the issue of a business model
overly reliant on the founders was raised in the interviews. While the personal
relationships of the founders seemed to be a critical asset in bringing early adop-
ters to the company, if additional sales were also built around the network of
the founders, capacity issues arose before long. No single person can manage a
network of client relationships beyond a certain scale, hence an organisation for
professional client acquisition and client support was developed in most compa-
nies interviewed.
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“I have existing relationships in the new markets we target. However, this
is not scalable; it cannot generate a good deal flow. New relationships come
from our developing track record, through our venture capital partners, and
conferences [...] This is a process; the company is less and less dependent
on the founders.” (Interview with company D)

A general phenomenon synthesised from interview findings is that the original
idea of a product or a business concept usually came from the adaptation of inter-
national benchmarks or validating the idea through benchmarking. The founders
of the companies interviewed, without exception, have studied or worked abroad
prior to starting up their company. During their foreign stay they were impressed
by different solutions and business models in a particular field and started think-
ing about how the concept could be applied in their home country. A less direct
way of international benchmarking was also mentioned: the founders had the
idea of a business and before they formally started organising the company, they
searched for comparable international examples for validating the concept. While
direct adoption of an international idea may not have always been possible, in-
ternational benchmarks provided a useful frame of reference to keep the business
in a direction supported by the success stories of comparable foreign companies.

The founders, as noted above, studied or worked abroad before starting their
Hungarian company. This was useful not only for validating the idea but also this
was the time when they developed their international relationships, the network
of which later proved to be vital in their initial international sales activities. There
seems to be no other effective way of nurturing an international network of re-
lationships than through personal visits at an early stage during studies or early
work experience.

When asked about how the networks can actually be developed and used for
the benefits of the INV business, some interviewees highlighted the importance
of listening skills. Integration into an international network, they said, is much
less about promoting yourself or your idea to the targeted network, but more
about going there and trying to learn from listening to the local opinion leaders.
While earning trust is a key factor in the future utilisation of valuable foreign
networks, trust can be more easily earned if the entrepreneur shows respect and
pays attention to what topics arise in conversations, rather than trying to bring up
topics of their choice.

Building networks, all the more, is a dynamic and ongoing process. Interview-
ees confirmed that the early business success they earned also generated addi-
tional contacts in the foreign markets they targeted. The relationship between
network integration and business success, they claimed, was bidirectional, i.e. not
only their early network relationships allowed initial business success, but their

Society and Economy 41 (2019)



HUNGARIAN INTERNATIONAL NEW VENTURES 39

continued business success supported their further integration into the network,
and also entering new markets through different networks.

Our more focused questions addressed the way entrepreneurs can integrate
into relevant networks effectively and efficiently. We have learned that inbound
marketing was one of the key tools that supported the credibility of founders at an
early stage of their internationalisation. Inbound marketing aims to attract the at-
tention of unrelated followers of a topic, usually online, hence an increased traffic
on the entrepreneur’s website or blog. Once a decent readership was established,
the entrepreneur would be invited to join the targeted network. Conferences were
confirmed to be a principal forum for meeting network members; hence a pres-
entation opportunity at key conferences was often a milestone in the network
integration for entrepreneurs.

“Inbound marketing is a ladder you climb. You share content, write blog
posts and join conversation by listening to others. You enter interactions so
that these may lead somewhere.” (Interview with company C)

We have learned through our interviews that the local cultural conditions of
foreign markets need to be understood for the INV to stand a reasonable chance
of international success. Culture is a complex phenomenon, it is challenging and
time-consuming to learn it well, therefore we asked the related question of how
cultural learning can be achieved. Two fundamental answers were received. The
first option for cultural learning is, not surprisingly, the personal visits of the
founders in the foreign markets to be approached. In all cases examined, a cer-
tain period of frequent foreign visits was part of the internationalisation process,
especially in the early stage of entering a market. The second option mentioned
was hiring local representatives for the company, ideally before the actual market
entry commenced. While finding a trustworthy and able local representative may
prove to be a difficult challenge, the country choice of the INV can be influ-
enced by the availability of a potential local representative in one country over
another.

Interestingly, some of our interviewees mentioned that entrepreneurs are not
left alone when they are willing to enter new markets or integrate into a network
of relationships. The “startupper community” can actively provide opportunities
for meeting likeminded entrepreneurs who try to help each other on a mutual ba-
sis. Introduction to a potential client or a local country representative, for exam-
ple, are typical requests in the network. Fellow entrepreneurs are keen to respond
to these requests as they expect that a similar helping hand will support them in
the community sometime in the foreseeable future.

A typical way for an INV’s early stage export is through contacting the local
representatives of the potential clients, foreign companies. This is considered a
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more tractable approach than trying to liaise with the foreign headquarters of
potential clients directly. Once the company’s products achieve some success
abroad, the direct integration into foreign networks becomes an opportunity on
more reasonable terms.

One of our interviewees used an interesting concept called “nominal contacts”.
He referred to his acquaintances who, on paper, seem to be available to contact
when support for the entrepreneur is needed. However, when the entrepreneur
calls for their help, they do not seem to care enough to do anything beyond the
most nominal gestures. Calling friends for information or introduction to poten-
tial clients are more than what they are ready to provide support in. Our inter-
viewee highlighted the importance of having more meaningful personal relation-
ships rather than “nominal contacts” who are unwilling to provide meaningful
support when needed.

Some entrepreneurs went on to conclude that the real essence of building per-
sonal networks for INVs is their potential to open up opportunities for meet-
ing new business partners. An entrepreneur who is actively looking for instances
when he or she can help network members get introduced to new partners is
likely to generate similar support for himself or herself, hence the internationali-
sation process speeds up.

“It is a honey jar that attracts bees. What opportunity will you bring to
others? Your network will be built as much as you can provide value to
others.” (Interview with company C)

6. CONCLUSIONS

Our empirical investigation based on case studies with six Hungarian Interna-
tional New Ventures explored aspects of their market selection decisions, as well
as the role of networks in their internationalisation. In terms of the geographi-
cal scope of internationalisation, companies in our sample showed the typical
internationalisation pattern of targeting the largest developed foreign markets
globally. However, there were exceptions that seemed to reflect a more gradual
internationalisation model.

The reason to choose major developed markets was that prices are higher in
these markets, while Hungarian wages are lower. Meanwhile, there is a diminish-
ing gap between the level of expectations in technological quality in developed
countries and in Hungary, which makes internationalisation a more possible as
well as necessary choice for INVs. Targeting niche markets globally is sometimes
easier as there is less noise in online marketing in a particular niche.
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On the other hand, our interviewees reported that it is challenging to provide
services in many small countries — local regulations are often difficult to cope
with. However, operating in niche markets, as well as in new and less regulated
markets, can alleviate some of that challenge. Respondents also pointed out syn-
ergies between operations in different countries if the local cultural patterns are
similar (e.g. within the CEE region or in certain developed markets).

In terms of the role of networks in internationalisation, companies in our sam-
ple provided positive evidence highlighting the decisive role of networks in all
cases examined. The personal network (and knowledge) of the founder(s) was
emphasised, especially in winning early clients. The scalability of the personal
network-based business model was, however, questioned.

The original idea of a new business usually comes from the adaptation of in-
ternational benchmarks or validating the idea through benchmarking. This was
possible, as the founders of Hungarian INVs typically studied or worked abroad
— usually in major developed markets — before starting up their company or had
extensive (business or research) relationship with important foreign firms or uni-
versities.

In terms of how networks can actually be developed, our respondents under-
lined the fact that building networks is a dynamic and ongoing process, i.c. busi-
ness success brings in more contacts. Furthermore, inbound marketing supports
the credibility of INVs, as this activity in knowledge-intensive industries helps
the introduction of the firm to new networks. Also, the “startupper community”
often provides help to members of this network on a mutual basis, in terms of
introduction to foreign markets, potential clients and partners.

Our results add to the body of literature on INV’s market selection and the
network approach to internationalisation through exploring potential patterns in
a Hungarian sample of successful knowledge-intensive companies. Our conclu-
sions provide a basis for more focused future research in an enlarged sample of
Hungarian INVs, as well as open a potential discussion on comparative findings
in the Central and Eastern European region. Given the special historical back-
ground of entrepreneurship in this region, further research may justify the identi-
fication of region-specific patterns in the internationalisation of INVs.

The management implications of our findings highlight the increasing oppor-
tunities of knowledge-intensive INVs to target particular niches in major devel-
oped markets, especially if the founders have previous experience in the given
countries and industries. Given the decisive role of personal relationships in the
targeted markets uncovered by our examination, Hungarian INVs need to in-
tensify their involvement in international communities supporting the growth of
such companies.
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Areas for potential future research, explored in our current investigation in-
clude examining the two propositions in a larger sample, potentially including
INVs from other countries in the CEE region, as well as addressing additional
issues like the potential leadership roles founders can perform in order to expand
their personal network through involving their colleagues, or how the issue of
shortage of talent can be managed through networks. The age and stages of inter-
nationalisation of INVs can also be worth examining.

There are potential avenues for further research at the macro level as well.?
Two IT companies in our sample were sold to large foreign firms, which may call
the attention to a bias towards large companies in the socio-economic innovation
ecosystem, and the increasing inability of the financial sector to act as an efficient
intermediator of financial resources to the real economy. Still at the macro-level,
the interrelatedness of the presence of INVs and their relocations to developed
economies or acquisitions by foreign multinationals may contribute to the analy-
sis of the so-called middle-income trap in CEE.
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