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         Introduction 

 Entrepreneurs are said to behave diff erently from managers. Th is gen-
eral assumption, which gets considerable backing from diff erent authors 
(e.g. Schumpeter  1934 ; March  1991 ; Stevenson and Gumpert,  1985 ; 
Lewin et al.  1999 ; Zahra and George  2002 ), is surprisingly little consid-
ered in the emerging fi eld of international entrepreneurship (IE). Keupp 
and Gassmann (2009) analysed a wide array of literature which makes 
reference to phenomena pertaining to international entrepreneurship 
and discovered that entrepreneurship contributes little in terms of theo-
retical input to IE and that international business (IB) on the other 
hand has a high level of disregard for many of the processes that make 
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fi rms’ international expansion possible. Th is is interesting because IE is 
positioned at the intersection of entrepreneurship and IB research, and 
the need for a new disciplinary niche would logically stem from the 
limitations of the two parent disciplines in that they cannot suffi  ciently 
explain the phenomenon in isolation (Mathews and Zander  2007 ). 
While IB off ers a number of theories that explain why multinationals are 
able to perform better than other organizational forms and approaches 
(e.g. Dunning  1988 ), there seems to be little theoretical input that helps 
explain why fi rms that are entrepreneurial achieve success in pursuit of 
internationalization. 

 Th is chapter aims to evaluate a particular strand of entrepreneurship 
theory (Endres and Woods  2009 ), eff ectuation theory (Sarasvathy  2001 ), 
and uses a model of eff ectual processes (Wiltbank et al.  2006 ) as an analys-
ing framework for longitudinal case data to explain how entrepreneurial 
internationalization may be diff erent from managerial (e.g. fi rm-specifi c 
advantages, location-specifi c advantages, internalization rationales) behav-
iour as it is usually assumed in IB theories. In our discussion we propose 
a number of ideas which may provide new pathways for explaining why 
multi-national corporations (MNCs), or at least a share of them, might 
be the result of entrepreneurial eff ectuation rather than the outcome of 
rationalized managerial behaviour, which we claim is a logic which applies 
only under certain conditions and can usually only be rationalized ex post. 

 Zahra ( 2005 , p. 24) underlines an important fact which he encourages 
others to take up for further research: ‘[...]  we do not know what becomes 
of those INVs  [ international new ventures ]  that survive and become estab-
lished .’ One assumption is that entrepreneurial fi rms which manage suc-
cessful to quickly and extensively internationalize will become similar to 
other fi rms in their industry over time (Zettinig and Benson-Rea  2008 ). 
We wonder if this is so and why. Logic might command us to believe that 
start-up fi rms usually start out small and most of them are entrepreneur-
ial. Th ey internationalize and usually years or decades later they classify 
as what the fi eld of IB calls multinational corporations. Th ere seems to be 
one or more breaks in terms of how the fi rm at one point in time is small 
and entrepreneurial and at another point in time is large, powerful and 
multinational. While entrepreneurship research usually focuses on action 
(Zahra  2005 ) in the earlier phase, IB looks at fi rms in the later stage. Th e 
fact is that the fi rm is the same, even though it is diffi  cult to establish 

110 P. Zettinig et al.



what the essence of the fi rm is that qualifi es it as the same fi rm after time 
has passed. Th e fi rm has developed and changed into something diff erent 
to what it was at its outset. From a discipline of IE, at its particular dis-
ciplinary intersection, we could expect to learn how the fi rm transforms 
from its initial entrepreneurial actions to become a MNC. 

 During the last decade much emphasis in IE has been given to defi ne 
and qualify quantitative outcomes of international new ventures (com-
pare Fig.  5.1  in Keupp and Gassmann 2009: e.g. degree of internation-
alization; export intensity; export performance; share of foreign sales) and 
too little attention has been given to the transformation of the fi rm and 
what individuals in it might do in order to create value. It is interesting to 
explain how the fi rm becomes international because this involves qualita-
tive changes in behaviour that create value. Th is is the focus of this chapter 
and we hope to continue a discussion (e.g. Jones and Coviello  2005 ) of 
how entrepreneurial behaviour (Zahra  2005 ) over time unfolds and results 
in the multinational corporations with which IB is traditionally concerned.

       From Value Creation Through Effectuation 
to Entrepreneurial Internationalization 

 March ( 1991 ) defi nes the long-term survival of the fi rm as being depen-
dent on its ability to exploit given knowledge while exploring new knowl-
edge in a balanced way. While current opportunities have the advantage 
of being known, we have diffi  culties in assessing future opportunities 
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when we are unable to assign risks to them (cf. Knightian uncertainty). 
Exploitation is the domain of managers (Lewin et al.  1999 ) when they 
create value by utilizing their extant knowledge in effi  cient ways. Th ey 
can draw on their knowledge and use it for estimating how certain 
changes unfold and that enables them to utilize sophisticated techniques 
to plan and execute fi rms’ behaviour. Th is involves calculated risk tak-
ing, evaluating alternative courses of action and inducing incremental 
improvements with a high focus on effi  ciency, all in a fairly systematic 
and rationalized way. Th e focus of these actions is on the predictable. 
Th e entrepreneur on the other hand has been characterized as an actor 
who explores new knowledge for fi nding or generating new opportu-
nities. Th is involves experimenting with ideas, new technologies and 
business models. Sarasvathy ( 2001 ) distinguishes these two approaches 
to business based on their process logic. Managerial logic is based on 
 causation  processes, formulating objectives and deploying the means to 
attain these ends. Entrepreneurs on the other hand follow  eff ectuation 
logic  (Sarasvathy  2001 , p.  251) which disregards the emphasis on the 
predictable elements but stresses elements which can be controlled in 
the process of defi ning and attaining new value (Sarasvathy et al.  2008 ). 
Th ese are the fundamental premises distinguishing the entrepreneurial 
and the managerial mindsets. Th ese fundaments infl uence how these 
types of actors think and act and how they perceive themselves and their 
fi rms in relation to the environments they are a part of. 

 In our view eff ectuation is a very useful approach for IE because it 
addresses how the early stage fi rm (INV) acts, in the absence of relevant 
knowledge about international markets or how to enter them. In addition, 
eff ectuation may contribute to explaining how the later stage fi rm (e.g. 
MNC) is a result of qualitative changes that take shape in its initial stages. 

 To explore this we investigate Wiltbank et al. ( 2006 ) who put forward 
a framework of prediction and control (Fig.  5.1 ) which depicts the use-
ful mindset diff erences of actors at diff erent stages, so we argue later, 
and serves to subsequently investigate the longitudinal case data of a 
fi rm which transformed from entrepreneurial beginnings into a complex 
international company managed by professional managers. 

 Th e framework of prediction and control (Fig.  5.1 ) distinguishes 
the way diff erent actors compute their environment. It conceptualizes 
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 fundamental diff erences in the way the nature of the environment is 
viewed and processed. Managerial approaches have a low emphasis on 
elements which can be controlled despite uncertainty. Th is means that 
the fi rm will either subscribe to stringent planning if data about the fi rms’ 
environment is available; or an emphasis on adaptation is given when 
information about the way the environment will evolve in future is miss-
ing and thus predictability about future environmental states is low. While 
the planning approach has been benefi ting from work such as competi-
tive analysis (Porter  1980 ), the adaptation approach has been conceptu-
alized by work in the area of emerging strategy (Mintzberg  1994 ) or by 
approaches to understanding fi rm adaptive actions as dynamic capabili-
ties (Teece et al.  1997 ), to name some examples (a wider discussion can 
be found in Wiltbank et al.  2006 ). 

 Th e right column of the typology depicts entrepreneurial approaches 
which contrast managerial approaches in that they are driven by a philos-
ophy that the environment can be actively constructed and is not a given 
set of factors the fi rm adapts to. A visionary approach assumes that the 
actor possesses a glimpse of what is to come and therefore acquires and 
allocates resources toward attaining envisioned opportunities (e.g. Hamel 
and Prahalad  1991 ). Th e fourth type, transformative, shares with the 
visionary approach in that it emphasizes factors which can be controlled 
but diff ers from the visionary approach in lacking the belief that future 
opportunities exist and can therefore be defi ned and attained. Instead the 
transformative approach puts little emphasis on future prediction but is 
mainly concerned with controlling elements that can be controlled. 

 Th e transformative approach has the premise that the entrepreneur 
understands which means are available and can be infl uenced to actively 
seek possible ends based on these controllable elements: thus the belief 
in the creation of new opportunities based on available own and acces-
sible others’ resources. Th e key diff erence of this approach to the mana-
gerial approaches on the left side of the framework is the assumption by 
the entrepreneur that environments can actively be constructed because 
they are not pre-determined. Th is approach is convincingly explained 
and discussed by Sarasvathy and Dew ( 2005 ) when they conceptualize 
entrepreneurial market creation. Th e entrepreneur starts out with an 
understanding of who she is; what she knows; and who she knows. With 
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this basic understanding of means she develops goals concerning what is 
possible. From that fi rst, arguably rather vague goal setting, she starts to 
utilize her networks of people. She starts to interact with them, present-
ing  initial  ideas and vague objectives, convincing some of them to join 
and commit to the emerging business in various ways. Th rough these 
interactions and commitments two eff ects occur. First, new stakeholders 
through their commitment provide new means and expand the resource- 
base of the venture; and secondly, through stakeholder interactions goals 
emerge and converge, giving the venture direction and focus. While this 
transformative approach is clear on controlling its means, it is loose on 
setting goals, which infl uences the way the fi rm’s environment is gradu-
ally constructed in a dynamic process of interactions with stakeholders 
of the fi rm. Th us the environment in which the entrepreneur and her 
venture operates is the outcomes of interactions with stakeholders. 

 In the international expansion of the entrepreneurial fi rm we can 
assume and observe the existence of a transformative approach. Th e 
entrepreneur might have some general resources, maybe a product or 
service idea, some basic understanding of market dynamics and some 
ideas about how a market off ering might be sold. She then ventures out 
and utilizes contacts which might be made purposefully or are of a social 
nature (cf. Coviello  2006 ) and starts to commit certain partners to the 
venture with the eff ect that new environments are created (Sarasvathy 
et  al.  2008 ) and new objectives within this emerging environment are 
defi ned. Th is process in the end might lead in many cases to the phe-
nomenon of international new ventures as originally defi ned by Oviatt 
and McDougall ( 1994 ), but may also results in new markets or industries 
(Sarasvathy and Dew  2005 ). 

 In the next section we use the prediction and control framework (Fig. 
 5.1 ) and the transformative eff ectuation process to analyse the case of a 
hugely successful serial entrepreneur who, over 40 years, created several 
fi rms which relatively quickly internationalized and grew to considerable 
international scope and size, in some product segments attaining global 
market shares of up to 90 %. What is more interesting for this study is to 
reconstruct processes of organizational change which occurred through 
the internationalization of one of his, to date, most successful ventures. 
For this purpose we use both retrospective and real-time longitudinal 
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observations and multiple respondent interview data which we triangu-
late with secondary data provided by the case fi rm and by third parties. It 
shows how a company starts out with little, internationalizes on a global 
scale in a relatively short time and how it emerges to be what generally 
could be regarded as a multinational corporation.  

    The Hifog Case 

 Our initial unit of analysis is a long-standing entrepreneur, Göran 
Sundholm, who received in 2002 the Finnish Engineering Award for pio-
neering work as an inventor and in the same year the Finnish National 
Board of Patents and Registration Award. Few other people in Finland 
have to date been as industrious when it comes to patents, with Göran 
holding well over 1000 patents or patent pending applications. Göran, 
with a technical education background, fi led his fi rst patent at the age 
of 17 and a few years later, in 1973, started his fi rst company which 
focused on high-pressure hydraulics services and systems for the interna-
tional maritime industry. Many of the technologies his fi rm developed in 
the maritime fi eld have been transferred via newly founded fi rms to cre-
ate value for other applications in other industries. Th is  modus operandi , 
to take valuable solutions and fi nd new applications in other industries, 
has been a characteristic of Göran’s entrepreneurial approach to business. 
Another characteristic of this entrepreneur’s way of doing things is to 
actively create opportunities by taking notes of trends that might produce 
them. He does not consider boundaries such as defi nitions of specifi c 
markets, industries or niches, and has a healthy disregard for competi-
tion or rules of industry as limiting factors. By 1985 his fi rst company, 
GS-Hydro, a company with a 60 million Finnish Marks turnover (equiv-
alent to approximately €18.2 million at the 2010 index-level), had been 
sold to Kone Corporation, eff ectively making him a very wealthy man 
who could have retired. However, he did not and became the enabler for 
another venture which was created through his interpretation of environ-
mental changes and coincidences. 

 To understand the subsequent case it is important to know that in 1987 
the United National Montreal Protocol banned Halon chemicals, used 
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in automated fi re extinguishers, as being hazardous for the ozone layer; 
and that in 1990 the devastating fi re on the cruise ship Scandinavian 
Star, caused the deaths of 158 people and triggered the UN International 
Maritime Organization to decree that by 2005 all new and existing pas-
senger vessels must be fi tted with automatic sprinkler systems preventing 
similar tragedies. 

 Th ese regulatory changes in the business environment triggered one 
of Göran’s long-standing customers to contact him and in January 1991 
requested that Göran ‘  do something ’ to solve the problem of conventional 
automatic sprinkler systems which technically were unsuitable for use 
on ships. Th is set in motion a series of events leading to establishing a 
new venture under the umbrella of his fi rm, called Marioff . Conventional 
sprinklers are not an option for ships because their deployment would 
compromise a vessel’s stability and may result in its sinking. Th e request 
by the ship owner ordering a solution to this problem was instantly sealed 
with an unconventional approach. Göran agreed with the customer on 
a price for what he thought such a new sprinkler system would probably 
cost and sold it. Th e customer made a 40 % down-payment to fi nance 
the development of a system that was commissioned as ‘ equivalent but 
lighter’  than conventional systems and to be installed on two new-build 
vessels within 18 months. In eff ect Göran had made his fi rst sale for his 
new venture for a product (Hi-Fog) and product category that did not 
exist and for a market that was non-existent. (Quote: ‘ If you haven’t sold 
it, there’s nothing to develop. First you need to sell, and then develop. Isn’t that 
how it usually goes? ’) Th e opportunity though was very clear in Göran’s 
mind: there were capabilities in terms of hydraulic knowledge and pip-
ing; there was a healthy lack of knowledge of existing automated sprin-
kler systems enabling experimental actions (quote: ‘ I once experienced a 
forest fi re when I was about ten years old. Th at was  [all]  my experience  [with 
fi re extinguishing] ’ ); and there was a clear regulatory induced need for 
this sort of product. In addition there was good access to discuss this 
new technology with ship builders, ship owners and operators around the 
world, an important network in the development of this market which 
stemmed from his previous ventures. 

 Göran did not pay too much attention to what competitors were up 
to; no formal market research activity had been conducted (quote: ‘ Th e 
only thing we ask is: ‘Where is the order? We don’t waste time on market 
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research’ ) and there were rather informal exchanges of ideas and presenta-
tions to potential customers and other potential stakeholders (e.g. insur-
ance companies and authorities). During the rapid product development 
that the company carried out at the premises of the Finnish Technical 
Research Centre (VTT) and the Swedish National Testing and Research 
Institute (SP) the atmosphere was very open (quote R&D manager: 
‘ Th ere it felt like every passer - by was invited to see the tests’ ; quote Göran: 
 ‘Yes: here’s the fi re. Let’s see how the system functions’ ). Th e mindset had been 
one that where there is a customer’s order it must be delivered. Göran 
invested the down-payment of the fi rst client, together with a calculated 
€7 million of his own money and a great deal of confi dence to deliver a 
solution (quote: ‘ We didn’t have a clue what we were promising, and luckily 
so. I don’t think we would’ve promised anything otherwise’  ) .  

 Th ree months later, in April 1991, the prototype was introduced at the 
Cruise and Ferry exhibition in London and by 1995 the company had 
established the global maritime automated sprinkler business. During 
these fi rst years Göran used his personal contacts to ‘ most’  (quote) of 
the world’s major shipping companies to introduce the product and its 
advantages, heavily supported by reference to the fi rst industry sale. After 
capturing most of the maritime automated fi re extinguishing system 
market globally (by 2005 an approximately 90 % global market share 
in new vessels) the fi rm started to extend its focus to onshore business, 
where they met considerable opposition from established competitors. 
Focusing initially on the US market as the biggest market for sprinklers, 
rivals used all kinds of protective measures (e.g. lobbying) to assure that 
the new sprinkler system would not get accepted by major stakeholders 
(e.g. insurance companies, authorities) and that heterogeneous national 
regulations would be slow to acknowledge the superior water-mist-based 
systems of Marioff . Th e fi rm fi nally succeeded in making major sales in 
key onshore markets by 2000 and has since steadily extended its market 
share, leading to partial sale of the company in 2001 (in order to raise 
€50 million in capital) for fuelling further expansion and for Göran to 
fi nally sell his remaining personal ownership of the company in 2007. 

 Organizationally Marioff  employed 14 people at the beginning of 
Hi-Fog’s development in 1991. Th e business had no formal strategy 
and according to the R&D Manager ‘ no organization ’. Th e emphasis 
was on getting things done rather than being formalized. Decisions 
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were taken quickly, if not instantly, and in an autocratic fashion by the 
entrepreneur (quote: ‘ It was quite easy, I decided everything ’). Th e com-
pany tended to make sales often without formal contracts but relied 
heavily on utilizing Göran’s access to main players in the maritime 
business all over the world. Very often international sales have been 
agreed, installations started and down payments made within a week. 
By 2002 turnover reached €64 million and the workforce had grown 
to 307, with about a third of staff  located around the world. Over the 
years foreign subsidiaries had been established at major locations for 
this rather global industry, including a local presence in Norway, 1995; 
Sweden, 1997; Denmark and the USA, 1998; the UK, 1999; Spain, 
2000; Italy and France, 2001; Singapore, Germany and Canada, 2002, 
etc. Around the year 2001 the business had grown to a considerable size 
and had diversifi ed its off erings into many sub-markets of the overall 
sprinkler market, developing from off shore to onshore markets, and 
creating applications for special requirements like storage rooms, tun-
nels, churches, and hotels. To fuel this rapid expansion into new and 
little known onshore markets, and to acquire management experience, 
Göran sold 50  % the company to a private equity fi rm, raising €50 
million. From this point on the company changed considerably. An 
outside manager had being appointed as CEO and formal structures 
and processes started to be introduced in the fi rm (quote R&D man-
ager: ‘ Well, I’d say it was around the year 2000 when things started to get 
more ordinary. It started to become an ordinary, boring company. It seems 
with growth comes bureaucracy’ ). After a successful entry into onshore 
markets Göran sold his remaining share of the company in 2007 for 
€132 million. 

 In terms of objectives, at the beginning of its development in 1991, 
the fi rm did not make any eff ort to quantify the opportunity or to 
espouse goals for the business. It was clear that the problem they were 
trying to solve was a serious one for the shipping business and their 
objective was to deal with it by developing a technology. It was also 
clear that the nature of the shipping industry was international and that 
the scope of such business would have global potential, but besides this 
simple and taken-for-granted understanding was that the initial focus 
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was heavily geared toward fulfi lling the fi rst order, at any cost. Th e 
approach to establish the business was simple: make sales and deliver. 
Decision making was quick and usually sales were done without written 
contracts and the installation and delivery of systems were covered by 
down payments. 

 In terms of rapid product development co-operation with SP and 
VTT was vital because it added expertise in diff erent aspects of the 
development and created new ways of looking at things. Business devel-
opment was heavily infl uenced by interactions with diff erent stakehold-
ers, especially potential customers, fi rst off -shore, which was achieved 
by a very open approach involving visiting all of the main international 
players and presenting the product at fairs and conventions. Entering 
onshore markets though was a diff erent story. Since the company did 
not create a new market it needed to adhere to the rules of the game in 
the industry, which created considerable barriers by substantial lobbying 
against the new technology. Th is required the company to substantially 
change its approach in order to grow further and subsequently led to the 
need for professional managers to adapt the fi rm to this new situation. 
Since 2007 the company is a subsidiary of UTC, the 91st largest US 
Corporation (Forbes 2015 List).  

    Case Analysis 

 Th e case illustrates overall how a small entrepreneurial fi rm transforms 
gradually over time into a multinational company. At the beginning some 
changes in the institutional environment of the global shipping industry 
set the stage for an emerging need by shipping companies to fi nd a solu-
tion to a serious problem. Subsequently we use Wiltbank et al.’s ( 2006 ) 
prediction and control framework (Fig.  5.1 ) to analyse how the fi rm’s 
approach to business changes throughout its internationalization and 
organizational development. We distinguish the longitudinal develop-
ment in four stages which have important implications for the entrepre-
neurial fi rm in emerging as a global player in the maritime fi re protection 
market and beyond. 
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    The Visionary Stage 

 At the very beginning, in 1991, the entrepreneur did not have any plans 
or visions to engage in maritime fi re protection. An initial  vague  vision 
was brought to the entrepreneur’s awareness in the form of an expressed 
need for a solution by a ship owner who had two new vessels under con-
struction. It was easy to envision that certain changes in the regulatory 
environment could bring considerable opportunities in the long run 
(the International Maritime Organization, a UN unit, decreed that by 
2005 all new and existing passenger vessels must be fi tted with automatic 
sprinkler systems). Th en current technologies were unfi t to satisfy these 
demands (in 1987 the United National Montreal Protocol banned Halon 
chemicals which were used in fi re safety; traditional water sprinkler sys-
tems failed to comply with industry standards). Th is provided some sort 
of visionary certainty, in our view a key defi ning factor for a visionary 
approach, that there will be a market even though this market might be 
so far in the future that it cannot be justifi ed in terms of conventional 
business logic. Th e unconventional acceptance of a down payment for a 
new revolutionary system (many tried before but failed to solve inherent 
problems with high-pressure mist sprinkler systems) and delivery within 
18 months quickly diverted the attention away from envisioning future 
market opportunities further and set the focus on developing the tech-
nology and delivering what had been sold. While there had been the 
vision that this is a big market, it was not considered to be important 
at that stage to quantify what the implications for product or business 
development may be or to develop an express strategy to attain this result.  

    The Transformative Stage 

 Th is phase provides a key in understanding how internationalization 
unfolded and how the entrepreneurial organization was shaped by 
actions rather than plans. Th e entrepreneur at the beginning of the ven-
ture in 1991 focused with perseverance on fulfi lment of the fi rst order. 
Th e interesting aspect here is that the sale and payment concerned a 
completely unknown technology at that stage and it triggered processes 
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of eff ectuation (Sarasvathy and Dew  2005 ). Göran, through his previous 
business experiences, had the self-confi dence to sell systems in areas he 
considers his expertise without actually having the solution. Th is is criti-
cal for the development of the venture because it emphasizes the mind-
set and understanding of who the entrepreneur is and what his capacity 
and identity is. Much of what happened after refl ects this approach to 
doing business, even more so than the enthusiasm for solving challeng-
ing technical problems (Sandberg et al.  2013 ). In addition he had more 
than 20 years’ experience of fi tting hydraulic systems onto ships, which 
provided the essential knowledge needed for a solution. Th e third cat-
egory of means encompasses the established network of contacts and 
relationships with many diff erent stakeholders, most importantly ship 
builders, owners and operators, plus other stakeholders used to sup-
port the development of the technology (Sarasvathy and Dew  2005 ). 
With this understanding and a fi rst commitment it was crucial to focus 
attention on the technological research and development, which at that 
point did not have any clear shape, with the business rationales at this 
stage clearly being secondary. Th e entrepreneur started to collect the 
stakeholders needed to fi nd a solution (engineers, testing institutes, and 
potential customers interested in the development) Th e initial sale could 
also be seen as important due to the legitimacy it created ex-ante and 
the trust that this was a serious eff ort to solving a major problem for 
the industry. With more stakeholders committing over time new means 
were brought into the venture’s extended resource base, something that 
has also been found to be a necessary condition for the establishment of 
international new ventures, in that it allows a venture to access others’ 
resources (Oviatt and McDougall  1994 ). Th rough its interactions the 
venture also developed its trajectories that determined how the business 
side developed and when and where subsidiaries were set up around the 
world; and later setting actions in motion for entering new business 
markets beyond the shipping industry. Th is stage lasted approximately 
from 1991 to 2000 until the entrepreneur decided that a harder push 
was needed to enter existing fi re protection markets onshore. During 
this stage, while the main focus was the vast global shipping industry, 
many other markets were identifi ed and the fi rm started to market its 
products against the strong competitive reactions of existing market 
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players. What is interesting in this phase is that the off -shore market for 
sprinkler systems did not exist prior to Marioff  creating it, thus it was 
able to set many of the rule that created the market. Th e desire to grow 
the business to capture much larger opportunities in existing markets, 
markets which were well structured in terms of competition and which 
had their own practices in place, required major changes for the com-
pany which was thus far used to defi ne rather than following the rules 
of industry. Th e rationale of needed change to capture growth opportu-
nity led Göran to bring in new capital and new knowledge in the form 
of a private equity partner. Th is partner initiated critical organizational 
changes in the fi rm. Th is phase of organizational development can be 
considered ending at that stage with the new partner restructuring the 
fi rm by hiring professional managers who started to put in processes 
that were found necessary to prepare the organization for systematically 
approaching existing markets, leading to the next stage.  

    The Adaptation Stage 

 While the previous stage can be characterized as emphasizing ele-
ments the fi rm can control and thus enables it to shape its own busi-
ness  environment, this stage can be interpreted as one in which a relative 
loss of control was accepted in order to capture a huge opportunity. At 
the same time the fi rm, which had established the rules of the game for 
off shore sprinkler systems (due to previous knowledge of many aspects 
of off shore business generally, and having many relationships available 
to the entrepreneur) found it was diff erent for the endeavour to enter 
the onshore market. Th e fi rm had to fi rst learn how that existing mar-
ket functioned, which mechanisms were used by competitors and what 
needed to be done to enter this industry with a superior technology but 
lack of understanding about the business. To compensate for the short-
comings managers were brought in who started to adapt the fi rm to this 
new environment. Th ey started to evaluate how existing processes and 
capabilities could fi tted into these substantially diff erent industry struc-
tures in these markets around the world, especially in the USA. Th is loss 
of control over the means and lack of knowledge of how the industry 
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does business represents low predictability due to the many unknowns 
(e.g. how important stakeholders like insurance companies can be won 
over while existing market players heavily lobby against the new technol-
ogy) and means that adaptation requires organizational fl exibility to fi t 
into the industry, while paying much attention to what is happening on 
the market. In organizational terms the stage change from transformative 
to adaptive has also infl uenced the organizational culture and the way the 
fi rm has been doing things. Emphasis was given to managerial processes, 
analysis, and systematic approaches to conquer new industries and mar-
kets. Many of the key individuals who joined the fi rm early started to lose 
interest in working for a ‘ normal and boring’  company. Th is might have 
subsequently led to its change into the fourth stage.  

    The Planning Stage 

 With private equity partners acquiring half of the fi rm and with manag-
ers taking charge of the fi rm, including taking the post of CEO, Göran, 
the entrepreneur who was still the president of the board, handed opera-
tional business over to managers. With this loss of direct control over 
critical elements and actions in the business he also lost his passion for it 
leading him to invest increasingly more time in separate new ventures. 
Subsequently, the conclusion was to sell the fi rm to a giant MNC with 
strong market share in the global fi re protection industry. Th is decision 
led to the acquisition of Marioff  and the integration of its business with 
that of an established competitor in an industry which overall can be 
characterized as fairly stable and thus rather predictable (for established 
insiders). 

 Th is case illustrates a fi rm’s transformation from its unconventional entre-
preneurial beginnings to becoming quite a regular business in its industry. 
What is interesting is the way the fi rm shifts its approach from being entre-
preneurial to becoming a managerial company. In the fi rst two phases it 
was critical to control certain means and expand them through develop-
ing new value by exploring stakeholder interactions and to stay open to 
allowing the business fi rst to develop its value creating technology before 
defi ning any organizational goals. Th e decision to enter existing markets 

5 Value Creation During Different Development Stages... 123



and the subsequent shift to a managerial orientation can be interpreted as 
loss of control over the environment, and at the same time it can be seen 
as a transition phase in which the fi rm tried to become organizationally 
fl exible while learning fast what the rules of the game are. Value creation at 
this stage is hanging in the balance between the huge technological value 
of the product and the lack of know-how in terms of commercializing it in 
new markets. Because the market for shipping fi re protection systems was 
created by the fi rm it had widespread control over it. Expanding the fi rm to 
existing markets meant a relative loss of control and in parallel having little 
insight into the mechanisms of an existing industry. To overcome this the 
answer was to apply managerial logic, acquire the lacking knowledge in the 
form of new managers and to start exploiting this knowledge to leverage 
the superior technology, which was fully realized when the whole venture 
was fi nally exploited via an industry sale, transforming the business into a 
conventional one.   

    Discussion and Conclusion 

 Th e case describes one and a half decades of the development of an 
entrepreneurial fi rm that managed within only a few years to expand its 
business worldwide. Our analysis was using eff ectuation as an entrepre-
neurship theory (Sarasvathy  2001 ) and a prediction-control framework 
(Wiltbank et al.  2006 ) to show how a fi rm is able to create value through-
out diff erent stages of its development, drawing on diff erent mechanisms 
that allow the venture to establish and expand internationally and in 
global market niches (cf. Sarasvathy and Dew  2005 ). We applied this 
framework and theory with a process philosophy in mind, emphasizing 
the events and unfolding changes that happen over time (Van de Ven and 
Engleman  2004 ) rather than fi tting the case into a certain quadrant of 
Wiltbank et al.’s ( 2006 ) framework. As a result we gained a number of 
insights which might be further discussed. 

 First, overall eff ectuation (Sarasvathy  2001 ) is a theory which might 
serve IE to substantially advance its further development as a disci-
pline because it enables us explain diff erent approaches and mindsets 
of international value creation  vis-à-vis  the developmental stage of the 
organization and the opportunity that is being realized. It is a useful 
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entrepreneurship theory which convincingly explains how entrepreneurs 
function  diff erently from managers and therefore provides a basis to fur-
ther develop gap fi lling knowledge about how MNCs emerge from small 
entrepreneurial fi rms. In combination with that, the larger framework of 
emphasis and control (Wiltbank et al.  2006 ) is useful. In that framework 
eff ectuation is positioned as a transformative approach which entrepre-
neurs apply. As such it helps us understand the mindset and subsequent 
actions of entrepreneurs and the development of their fi rms as it explains 
why and when fi rms change behaviour in their development. As our case 
analysis has shown there is substantial explanatory power in investigat-
ing how behaviour is changing with varying degrees of belief in predict-
ability and control. We recommend that that this framework is used to 
consider possible developments rather than being used as an ordering 
framework for when fi rms developing knowledge of dynamic processes of 
the internationalising entrepreneurial fi rm. Th at this framework is used 
to consider possible developments rather than an ordering framework for 
fi rms. We have seen with the Marioff  case that a fi rm may go through 
several stages, and we have been able to explain how a development from 
visionary to transformative to adaptive to planning occurs in relation to 
the shifts from an entrepreneurial to a managerial fi rm, which draws on 
diff erent rationales and processes, usually expressed as balancing exploita-
tion of given and development of new knowledge (March  1991 ), in the 
way it creates value. 

 Secondly, the use of the control and prediction framework, supported 
by eff ectuation theory, provides IE with the means to combine knowl-
edge of how entrepreneurs function with knowledge about the MNC. It 
may provide explanations as to why young fi rms have been found to have 
certain advantages in their early internationalization (Autio et al.  2000 ) 
compared to older (more managerial) fi rms. It also gives us a framework 
to explore new ways of investigating what happens at the ‘phase change’, 
when the fi rm switches from entrepreneurial to managerial behaviour 
and opens up new ways of looking at qualitative changes within the fi rm. 
Th is might add to our understanding of the process of international-
ization as, for instance, prominently described by Johanson and Vahlne 
(1977, 2003) and it might establish diff erentiated views on the mecha-
nism of how value is created in the process. Entrepreneurs tend to process 
reality in diff erent ways than managers do (cf. Sarasvathy et  al.  2008 , 
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p. 46), which should infl uence the way the fi rm processes its knowledge 
and makes decisions concerning market entry and value creation. 

 Th irdly, arriving at IB, this approach to look at qualitative changes 
in the fi rm from its entrepreneurial beginnings to its development into 
a MNC might give us insights into the making of MNCs. Currently, 
major theories about foreign direct investment (e.g. Dunning’s Eclectic 
Paradigm) tend to accept the fact that a MNC’s success in terms of its 
value creation capacity can be explained by a number of factors, like 
fi rm-specifi c advantages, location-specifi c advantages and internalization 
choices. It nevertheless does not help us understand how these types of 
fi rms came to enjoy these advantages in the fi rst place. In that respect IB 
would not only be infl uential for IE but IE could contribute to answering 
some fundamental questions about IB. 

 Fourthly, most infl uential theories developed for MNCs and INVs (e.g. 
Oviatt and McDougall  1994 ) are ex-post rationalizations of successful 
outcomes. We suggest investigating the development of  entrepreneurial 
fi rms which might grow into MNCs, applying a process theoretical lens 
and using event-driven methods (e.g. Aldrich  2001 ; Van de Ven and 
Engleman  2004 ). Th is approach may help us learn more from failures, 
for instance when entrepreneurial fi rms fail to recognize their limitations 
when constructing their environments, or under which conditions such 
limitations might be encountered. 

 In addition it is important to analyse what the boundary conditions 
are under which such a new theoretical trajectory using eff ectuation logic 
applies. We suggest that fi rms should be investigated in terms of their 
mindset at the onset of their internationalization. How do they see their 
future? Do they emphasize understanding international environments and 
prediction of what their environments might become? Or do they focus on 
elements which they can actively control? Th is is all in all a very interesting 
question, which has already, in fi elds other than IB, created paradigm wars 
(cf. McKelvey  1997 ), by debating whether the fi rm needs to respond to 
naturally occurring phenomena outside its own direct infl uence or make its 
own decisions which infl uence its further development. As our approach to 
explaining entrepreneurial internationalization has shown, it may be that 
both paradigms are valid at diff erent stages of a fi rm’s development and to 
diff erent degrees. What is important is to investigate the actions of inter-
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nationalizing fi rms over the course of their development with one critical 
phase being the phase change from entrepreneurial to managerial. 

 Further research should be directed to put emphasis on the behaviour 
of internationalizing fi rms and towards the mindset they have at various 
developmental stages. For entrepreneurial fi rms that become managerial 
MNCs it might give substantial insights into how to benefi t from the 
diff erent operating logics of entrepreneurs and managers, and to accept 
clearly what constitutes the boundaries of either approach in order to 
optimize the international development of such fi rms. In addition this 
might lead us to a new way of making sense of a new discipline which 
integrates vast knowledge of IB with new theoretical insights in entrepre-
neurship, and in return provides answers to some of the larger remaining 
questions in both parent disciplines.      
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