PICCOLA Rivista Piccola Impresa/Small Business

IMPRESA

SMALL BUSINESS

Codice ISSN 0394-7947 - ISSNe 2421-5724

n. 1, anno 2022 1

THE ROLE OF NETWORKS IN ACCESSING EUROPEAN FUNDS
AIMED AT THE INTERNATIONAL DEVELOPMENT OF INVS:
AN ANALYSIS OF CASES

Barbara Kulaga
Marche Polytechnic University
b.kulaga@univpm.it

Article info

Date of receipt: 02/09/2021
Acceptance date: 13/02/2022

Keywords: European Funds,
Networks, International New
Ventures, Liability of smallness, Case
study analysis

doi: 10.14596/pisb.2948

Silvio Cardinali
Marche Polytechnic University
s.cardinali@univpm.it

Abstract

Purpose. This study contributes to the literature on network
theory by interpreting and investigating the two-phase inter-
nationalisation process (exploration and exploitation), from
the point of view of the INVs’ entrepreneurs. The ability to at-
tract funds and internationalise are among the main challeng-
es for SMEs, and this is even more evident for the International
New Ventures (INVs). In the literature, one of the main mecha-
nisms by which INVs try to deal with the lack of resources is
the use of networks. This exploratory study try to fill a gap in
the literature about the scarcity of studies on European fund-
ing instruments as resources for internationalisation.
Design/methodology/approach. To pursue these objec-
tives, a qualitative study with exploratory value was
developed wusing the multiple case study methodol-
ogy, carried out through semi-structured interviews with
five entrepreneurs of Italian INVs who in recent years
have benefited from funding for internationalisation.
Findings. The results show that INVs use personal networks
during the exploration, business networks in the exploita-
tion and European funding via personal networks, thanks to
knowledge gained in academia in both phases for counteract-
ing the liability of foreignness, the liability of smallness, and
the liability of newness.

Practical and Social implications. This study may provide
managers with awareness of the use they can make of net-
works and the role of social mechanisms in fostering resource
transfer. In this sense, understanding the logic through which
networks operate for practitioners is also useful for approach-
ing UE financing instruments.

Originality of the study. Thisstudy integratesin theresource ex-
change panorama within networks the European financing (or
co—ﬁnancing) instruments as resources for internationalization.
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1. Introduction

This study integrates two themes that represent a significant challenge
for small and medium-sized enterprises in the European panorama: the
contributions offered by the various European institutions for the deve-
lopment of SMEs and the so-called ‘early” internationalisation processes
(Cavusgil and Knight, 2015).

On the one hand, in fact, the various European institutions offer oppor-
tunities for access to various Community funds to support SMEs; just think
that in the ‘Single Market Programme’ managed by the EASME agency
(Executive Agency for SMEs), more than 4 billion euros are available, which
are also aimed at increasing the same programme of companies that Hori-
zon2020 provided for specific tools of innovation according to previous de-
finitions of “Tools for SMEs’. Today, the potential sources made available by
Next Gerenarion EU are added to support public and private investments
aimed at making the industrial and technological presence in all strategic
sectors stronger and more competitive (European Commission, 2020). The
different opportunities cover different areas, including financing for inno-
vation, internalisation, acquisition of new technologies and the construc-
tion of strategic partnerships.

A recurring theme for efficient access to the various opportunities made
available to the ‘community’ is, in addition to the knowledge of the specific
tools, the need to have national or international networks for the design and
construction of partnerships of companies and public and private institu-
tions; in this sense, various tools operate according to an open innovation
model, tending to conduct innovation activities with a network logic (Che-
sbrough et al., 2006) or entering into strategic partnerships with other com-
panies (Segers, 2013) to develop and absorb new knowledge and technolo-
gies in order to commercialise them through innovative products, giving
rise to networks between companies and institutions, on a large scale.

On the other hand, there is a need in many small and medium-sized
companies in Italy, but also in other member countries, to activate interna-
tionalisation processes “early’. In fact, if in the traditional view of growth
processes abroad and, also in much literature, the internationalisation pro-
cess begins following a development in the national context, many compa-
nies, especially in sectors with a high impact of technology, feel the need to
overcome the prospective offer of the national market since their inception
or in their first years of activity, to the extent that it is defined as Internatio-
nal New Ventures (INVs) (McDougall et al., 1994; Oviatt and McDougall,
1994, 1997). These types of companies can be considered a subgroup of
international SMEs (Gabrielsson et al., 2008) for which the European Union
provides various support tools; they are also associated with high-tech sec-
tors (Oviatt and McDougall, 2005).
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Although in the literature there are several studies concerning the role
of networks in internationalisation (Ciravegna et al., 2018), few refer to Eu-
ropean funding except from a socio-political or macroeconomic point of
view (Gouveia et al., 2021). It is possible, in fact, to point out that there are
numerous studies on the role that European institutions have played in
the development of the territories, however, acquiring a more economic
perspective than a managerial one.

Therefore, the purpose of this work is to investigate the role that net-
works assume in the internationalisation process and how and why INVs
approach European funding. This work seeks to provide support for the
growth of knowledge on the topic of networks in internationalisation pro-
cesses, focusing on one of the possible categorisations of networks, namely,
‘social /business’ network interpreting and investigating the two-phase in-
ternationalisation process (exploration and exploitation). We referred to
the above categorisation as one of the possible categorisations emerging
in the literature, such as ‘primary /secondary’ networks given by Mort and
Weerawardena (2006), who defined primary networks as the relationships
already established by the entrepreneur and by the founders of born glo-
bals and which, when the company is founded, are inherited and used
by it to identify and exploit the opportunities present in foreign markets.
Secondary networks, by contrast, are built by the entrepreneur and by ma-
nagers at a later stage and are used in the phase of opportunity exploitation
to face competition on foreign markets; they are characterised by networks
of “strong/weak ties” according with Granovetter (1973) and Sharma and
Blomstermo (2003), for whom strong or weak ties can be formed between
the actors of the network.

Since the focus of our work lies more in the exchanged resource than
on the actors involved and not even in the measurement of the strength of
the tie, the differentiation based on the context of the relationship (social/
business) appeared more interesting for our purpose.

To pursue these objectives, a qualitative study with exploratory value
was developed using the multiple case study methodology, carried out
through semi-structured interviews with five entrepreneurs of Italian INVs
who in recent years have benefited from funding for internationalisation.

In the following paragraphs the theoretical framework of reference is
described, the methodology used in the study will also be presented, or
the results obtained will be presented, finally presenting the managerial
and theoretical implications of the study, the limitations, and some ideas
for future research.
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2. Theoretical background
2.1 European funding for international development

The European Union provides a wide range of funding concentrated in
various sectors, from small and medium-sized enterprises (SMEs) to rese-
arch, from energy to agriculture, from the environment to industry 4.0, to
cooperation and development.

An area in which the European institutions have always shown a
strong sensitivity is that relating to the development of SMEs, from their
incubation period (Geipele et al., 2016) to their expansion (Buzavaité and
Korsakiené, 2018) in the domestic and new markets. In fact, the Commis-
sion has identified the main obstacles to the internationalisation process,
as highlighted by the study ‘Support for the internationalisation of SMEs
- Selection of good practices’ (European Commission, 2008); the lack of
sufficient financial resources and difficulties in accessing credit (financial
resources); the scarcity of information available to identify target markets;
and the lack of qualified personnel due to the small size of the staff (human
resources).

Four pillars of the assistance system are dedicated to supporting SMEs:
structural funds, thematic financing opportunities, financial instruments
and support for internationalisation.

The most used instrument by SMEs are the Structural Funds, aimed to
reduce disparities in the development of the regions and to promote econo-
mic and social cohesion within the European Union as well as through co-
financing by the Member States. Among these, the European Regional De-
velopment Fund (ERDF) co-finances activities aimed at entrepreneurship
and innovation, mitigating the impact of the crisis (Becker et al., 2018). Struc-
tural Fund beneficiaries receive, in this case, a contribution to finance their
projects, but like many other EU funding sources, ERDF programmes are
managed by national and regional authorities and not directly by the Com-
mission, as opposed to thematic funding opportunities that are instead im-
plemented by the various departments of the European Commission, and
the main forms of direct funding can be identified in the CREA, H2020 pro-
grammes (with the axis dedicated to SMEs: SME Instrument) and COSME.

From an analysis of the Italian beneficiaries of funds, carried out on the
Financial Transparency System of the European Commission, it emerges,
however, that out of the total beneficiaries, only a small part is made up of
companies, against a large presence of higher education institutions and
centres of research. Access to finance, on the other hand, would be of fun-
damental importance for companies in fostering their growth, innovation,
internationalisation (Bonifazi and Giannetti, 2014) and in developing their
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aptitude for building international networks such as for access to some
funding programmes, for which the establishment of an international part-
nership is often required.

2.2. The role of networks in the INV'S internationalisation process

Internationalisation is generally an intense and dynamic phenomenon
that requires significant resources to trigger (Oviatt and McDougall, 1994;
Hitt et al., 2006), and this is all the more evident for INVs than for com-
panies with gradual internationalisation, due to the so-called liability of
smallness, newness and liability of foreignness (Knight and Cavusgil, 2004;
Phelan et al., 2006; Cavusgil and Knight, 2015; Morse et al., 2007). In fact,
INVs are more disadvantaged in the internationalisation process due to
the limited availability of resources, such as human (Knight and Cavusgil,
2004) and financial (Weerawardena, et al. 2007) capital.

According to the literature, the main mechanism through which INVs
try to address the lack of these resources is the use of networks (Oviatt
and McDougall, 1994; Coviello 2006) and strategic alliances (Kale et al.,
2009). According to the definition of Axelsson and Jan (1992), by network
we mean a series of two or more interconnected relations of exchange; ac-
cording to Brass et al. (2004) it is the set of nodes and bonds that represent
a relationship, or lack of relationship, between the nodes.

Among the reasons why companies use networks to ensure rapid inter-
nationalisation, Coviello and Cox (2006) reveal that companies use networ-
ks to exchange physical and financial resources during the establishment
phase of the company, in a way that, in particular, the exchange of financial
resources is more frequent in the early developmental phases of the com-
pany rather than in subsequent years, due to the desire to maintain a more
independent status as the company progresses. As with physical and finan-
cial resources, in the same way, companies use the intangible resources of
the networks to which they belong to start the internationalisation process;
to compensate for the lack of experience on international markets and to be
able, in turn, to develop export capacity (O’Gorman and Evers, 2011). How
long it takes for the results of this knowledge exchange to be recognisable
on foreign sales, however, depends on the type of knowledge exchanged
(Yu et al., 2011).

Regarding access to information, several empirical studies identify
how personal contacts are the best mechanism for identifying opportuni-
ties in foreign markets (Mort and Weerawardena, 2006; Vasilchenko and
Morrish, 2011). In this sense, social networks are understood as links ‘de-
veloped by personal relationships’ (Vasilchenko and Morrish, 2011, p. 90)
in which the actors are informally connected to each other on a personal
level (O’Donnell et al., 2001 ). By business network, on the other hand, we
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mean ‘a set of two or more connected commercial relationships, in which
each exchange relationship is between companies that are conceptualised
as collective actors’ such as competitors, suppliers, customers, administra-
tions, government bodies and business partners (Anderson et al., 1994, p.
2; Kontinen and Ojala, 2011). Moreover, in the context of IE, a recent study
revealed that institutional network actors as institutional agencies have a
positive effect on the internationalisation process, providing knowledge
and favoring information and access to grants and funding opportunities
(Oparaocha, 2015).

For the purposes of this analysis, the above definitions of social and
business networks are taken up and will be carried out according to a pro-
cess-oriented logic, distinguishing the exploration and exploitation phase,
following the recommendations already emerged in the review by Hoang
and Antoncic (2003) and in the study by Slotte-Kock and Coviello (2010).

The concepts of exploration and exploitation of opportunities arise in
the organisational context (March, 1991) in reference to opportunities and
the exploitation of entrepreneurial opportunities and are taken up in the
context of international entrepreneurship in subsequent research (Busenitz
et al.,, 2003; Corbett, 2005; Eckhardt and Shane, 2003; Santos-Alvarez and
Garcia-Merino, 2010). The exploration phase is characterised by the entre-
preneurial effort aimed at the research, discovery, and experimentation of
the internationalisation project, while the exploitation phase concerns the
implementation and efficiency of the project itself.

From this arose the first two research propositions (RP), namely, ‘RP1:
social networks are mostly used in the initial stages of the internationalisa-
tion process (exploration)’, and ‘RP2: business networks are mostly used
in the later stages of the internationalisation process (exploitation)’, which
is related to our first Research question (RQ), ‘RQ1, what is the role that
networks assume in the SMEs internationalisation process?’

From the considerations of the previous paragraph sprang the other RP,
id est RP3: “European funds are accessed by SMEs through networks’. RP4:
‘European funds are used by SMEs as financial resources for their explora-
tion phase’, related to our second research question, ‘RQ2, how and why
Italian INVs approach European funding?’
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3. Methodology

To respond to the research objectives, a qualitative approach was used
and the multiple case study method, which is particularly useful in the
investigation aimed at answering questions such as how’ and “why” (Yin,
2003a, pp. 13-14). With respect to the choice of conducting a single or mul-
tiple case study, the considerations of Yin (2003a, pp. 40-42) and Eisenhardt
(1989) were taken into account. As the use of multiple case studies guaran-
tees replicability and greater methodological rigor, opting for a multiple-
type approach in the combination of within case and cross case analysis
leads to greater reliability of the results. This is due to the detailed develop-
ment of the theoretical concepts and the relationships that are established.
(Miles and Huberman, 1994; Eisenhardt, 1989; Miles et al., 2014; Patton,
2002).

3.1 Case selection and data collection

As regards the selection criterion of the sample, reasoned sampling was
used according to the ‘by criterion” strategy, which consists of the identifi-
cation and selection of ‘all cases that satisfy certain predetermined criteria
of importance” (Patton, 2002, p. 238).

The sample was selected from the databases of the European Commis-
sion, i.e., using the Database of EU funding the EIC Accelerator Hub and
the FTS Financial Transparency System. However, as this does not provide
information on funding from the EU budget implemented by both the Com-
mission and the States or implemented indirectly by other international or-
ganisations or third countries, the databases of the Managing Authorities
were also used. The following criteria were applied: the company must be
registered with an office in Italy; the company must be complying with the
definition of an early internationaliser, i.e. oriented to foreign markets, and
must not have reached a stage of maturity and must be no more than eight
years old (Morse et al., 2007); it must be an early internationaliser who has
benefited from direct or indirect European funding for business interna-
tionalisation. Before proceeding with the data collection, it was considered
appropriate to draw up the research protocol, as a summary document
of the previous phases and programmatic for the future phases; the tool
chosen to collect information is the semi-structured interview, one of the
techniques mainly used in qualitative studies (Alvesson, 2003; Corbetta,
2003; Kvale and Brinkmann, 2009; McCracken, 1988; Qu and Dumay, 2011).
The questions, addressed to the entrepreneur, were developed on the basis
of the studies that emerged from the literature, particularly those focused
on the access and exchange of resources within networks and previously
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identified in the systematic literature review: Coviello and Munro (1995),
Coviello and Cox (2006), Mort and Weerawardena (2006), Tolstoy (2010),
Ellis (2011), O’Gorman and Evers (2011), (Vasilchenko and Morrish) 2011,
Yu et al. (2011), Nowiniski and Rialp (2016), Ryan et al. (2019), and adapted
to the survey.

The definitive number of cases to be selected was defined according to
the principle of theoretical saturation (Fusch and Ness, 2015), during the
conduct of the interviews themselves. The main contacts of the compa-
nies in the selected sample were contacted personally through LinkedIn
and by e-mail, requesting the availability to carry out an interview. Five of
the entrepreneurs contacted responded positively to the request and were
interviewed. The interviews were conducted by one of the authors via te-
lephone and lasted an average of 40 minutes. The interview outline was
divided into four macro-themes:

- general information about the company and the interviewee;

- information on the internationalisation process;

- the role of networks in the internationalisation process;

- the approach to European funding from a temporal and relational
point of view.

The interviews were recorded and subsequently transcribed verbatim
to facilitate analysis of the contents. Moreover, regarding the validity of
this phase and its ethical challenges (Goodman, 2001), each participant
was guaranteed anonymity and non-disclosure of the recorded material
to third parties. Regarding the research bias, a peer debriefing concerning
the drafting of the interviews’ outline, with the co-author and another col-
league, provided suggestions for improvement. Moreover, the triangula-
tion of the data reduced the threat both for research and respondent bias
(Robson, 2002) and contributed to giving greater validity to the case study
(Yin, 2003b).

The following Table 1 summarises the main characteristics of the inter-
views carried out.
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Tab.1 Main characteristics of the interviews

Educational
Company |General features Sector Role of the interviewee | qualification of the
interviewee

Location: Marche Region
Case A Year of establishment: 2017 | Footwear
Dimension: small business

Founding partner and

CEO PhD

Location: Marche Region
Case B Ye'ar of (?stabllshr.nent: 2012 | Defense and Founding partner Master’s degree
Dimension: medium space

business

Location: Marche Region
Year of establishment: 2015 Founding partner and
Case C Dimension: small business = CEO

(start-up)

PhD

Location: Marche Region
Case D Year of establishment: 2012 | Wind energy
Dimension: small business

Founding partner and

member of the board Master’s degree

Location: Marche Region
Case E Year of establishment: 2014
Dimension: small business

Maritime

S Founding partner PhD
engineering

Fonte: our elaboration
3.2 Data analysis

The data were analysed and classified through the use of software for
qualitative data analysis (hereinafter QDAS: Qualitative Data Analysis Sof-
tware), namely nVivo12. The software used is proposed as a tool to support
the researcher, through whose use it is not intended to supplant the tradi-
tional method, but to improve it in terms of effectiveness.

The transcripts of the interviews were uploaded to nVivol2 as single
text sources and therefore categorised in cases A-E, and categorising the
quotes, or text segments (Jackson and Bazeley, 2019) in the following nodes:

a. internationalisation process
al. exploration
a2. exploitation
b. networks
b1. social
b2. business
c. European funding
cl. approaching method
c2. benefits
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Once these preliminary operations have been carried out on the data,
we proceeded with the analysis of the same and their interpretation throu-
gh the implementation of two different phases (Miles et al., 2014): “within
case analysis’, that is, the description of each case in its entirety, presenting
in a narrative way the answers provided by the interviewees on the topics
dealt with, allowing identification of the most important statements and
becoming familiar with the single case study (Eisenhardt, 1989); ‘Cross-
case analysis’, or the subsequent comparison of cases, aimed at comparing
individual cases (Miles and Huberman, 1994; Eisenhardt, 1989; Miles et al.,
2014; Patton, 2002).

The combination of within and cross analysis allowed an intuitive and
critical reflection (Ayres et al. 2003), linking the significant statements to
the interviews, to answer the research questions.

4. Results

In this paragraph, the individual business cases will be described in a
narrative manner, and the main quotes will be reported.

4.1 Analysis within cases
4.1.1 Case A

Case A is a company established in 2017, having as its objective the de-
velopment, production and marketing of innovative products or services
with high technological value, aimed at tailor-made customisation of fo-
otwear. The business idea, as stated by the interviewee, “was born with the
aim of innovating the traditional sector of Made in Italy footwear’, networking
the small artisans of the area to overcome the difficulties they encountered
in exporting.

The corporate internationalisation process is defined as “Worldwide from
birth’. During the first phase of the internationalisation process, i.e., during
the exploration of opportunities (exploration), the company made use of
the personal contacts of the founders (social networks), who contributed
to “an initial validation of the business model also offline’; business relational
networks contributed to the expansion process into foreign markets at a
later time (exploitation).

The search for financing and co-financing opportunities began at the
same time as the internationalisation process, drawing on personal net-
works. Funding for internationalisation, of various kinds, obtained by the
company, served at first to find economic and relational resources and
subsequently to extend the customer base.
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‘I believe that in general all the contribution tools must be used to finance real
projects that the company is implementing and not vice versa when building a
corporate project [...] with the implementation of the investment project of course
I may acquire new customers, new names’.

4.1.2 Case B

Case B is a high-tech company, established in 2012, which carries out the
study, production and marketing of sensors and navigation systems for the
industrial and defense market.

The corporate internationalisation process was born at the same time as
the business project, as stated by the entrepreneur interviewed. ‘We were
born international [...] initially we put together a pool of co-founders and investors
that basically covered four continents’. In the first years of its life, the company
achieved 100% of its turnover abroad. During the exploration phase of in-
ternational opportunities, the company made use of the social networks of
the founders and investors residing abroad.

‘By creating a company from scratch, it is clear that the first relationships are
personal, of partners, founders and investors, and then gradually a credibility is
created which then forms the basis for the type of future relationships’.

Participation in the Horizon2020 call is part of the exploitation phase
of internationalisation opportunities; the same call was brought to the at-
tention of the company by a contact belonging to a business-type network,
who benefited from the same funding as a subcontractor. The award of the
tender had a positive impact on the company not only in financial terms
but even on building relationships and on the brand reputation.

‘It is difficult to be selected by the European Community, so it was certainly an
excellent reference’.

4.1.3 Case C

Case Cis a university spin-off, established in 2015, having as its objective
the design of hardware and/or firmware devices with high technological
value; during the first year of life, it focused its activity on research, filing a
patent for industrial invention; currently it has not yet commercialised the
product and is in the phase of exploring international opportunities.

The relational network, which he used in the very first phase of explo-
ration, was defined by the interviewee as ‘personal’, and later supported by
an incubator. ‘Since ours is a niche market [...] our search for an international
market is based above all on market analysis, so we have explored the size of the va-
rious markets in the different countries, focusing particularly on the Europe area’.

The company is the beneficiary of directly managed European funding,
and the search for financing tools to support the internationalisation and
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innovation of the product began at the same time as the birth of the busi-
ness project.

‘We became aware of the European funding we have benefited from, namely an
SME Instrument Phase 1, so we are talking about the SME Instruments sector,
alone, or with our research of the various European funds and loans for innovative
startups, in this is the case of small and medium-sized enterprises’.

The search for funding opportunities was carried out independently by
the CEOs and founding members, mostly from the academic world. An
interesting theme that emerges from the interview is the financial objective,
first, but also of the consequent positive externalities encountered.

‘Mainly we approached the SME Instrument for financial reasons [...] but 1
can then say that [...] during the development of the project, we also obtained im-
portant business and network links which were perhaps more important than the
funding itself’.

‘With the funding we had, we were able first of all to deepen our market rese-
arch, then by exploring international cases that we had not previously considered
too much or had not evaluated, so as part of the financed project we had the oppor-
tunity to study the market and we are even having come to know people or other
companies in the same sector and therefore also with a more direct comparison with
other experts in the sector; in short, by expanding our network within the project
we were able to redirect our plans on the market. [...] Credibility derives precisely
from being able to appear at some investment tables or other tenders with a certifi-
cation that comes from obtaining European funding’.

4.1.4 Case D

Case D is a company operating in the wind sector, established in 2012,
and having as its objective the design, development and production of in-
novative wind turbines, and re-blading programmes.

The exploration phase, as emerged from the statements of the founding
partner interviewed, began at the same time as the development of the
international project. “‘When the [...] day before starting the company started,
in the sense that this prospect of producing blades could not be destined solely for
the Italian market [...] we started with Italian customers, but above all in Spain,
in Germany, England, etc., therefore (the company) was born international by
constitution, by DNA'.

With reference to the networks through which the company has approa-
ched foreign markets, those of a personal and academic nature were funda-
mental. “We used direct channels, that is, our personal knowledge of the wind sec-
tor and the protagonists of the wind sector, to go and talk to potential customers’.
“The academic network has allowed us to enter another type of market [...] we have
also managed to enter the theme of the certifying designer, who accredited us even
more to the turbine manufacturer’.
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The company began looking for financing opportunities through par-
ticipation in direct and indirect management tenders already at the start
of its business, mainly to find financial resources. ‘Certainly, at the begin-
ning we immediately thought about looking for financing because in any case the
investment intensity was high’. Although the attempt to answer calls had
begun when the company was set up, it only benefited from it in the ex-
ploitation phase. Also in this case, personal and academic contacts were
fundamental. ‘In this case the network was exactly personal’.

The company considered the loans useful for finding financial, techno-
logical, and reputational resources. ‘(The funds) make up for the lack of ven-
ture capital finance which unfortunately is scarcely available [...] certainly (they
serve) to accelerate startups that deserve it and certainly to accelerate innovation’.
‘Presenting yourself at a European level conference [...] and applying as a speaker
saying Hello, I have won Horizon 2020, I have accessed the SME Instrument is an
element of prestige’.

4.1.5 Case E

Case E is a start-up founded in 2014, and which operates on the mar-
ket as a system integrator dealing with the development of hardware and
software solutions in the construction industry, shipbuilding, energy, and
agriculture.

The internationalisation process ‘was there even before the start-up started’;
one of the partners worked in Germany and the company was born thanks
to a grant, for a technological innovation project, by the Chamber of Com-
merce of Ancona and of a German Chamber of Commerce.

In the exploration phase, the company made use of social networks,
gained during previous work experience in business and academia; these
contacts later evolved into informal relationships. The search for funding
opportunities deriving from directly or indirectly managed instruments
began “already at birth” and in a few years ‘on the 20 calls we participated in,
17 were successful’.

The financing opportunities were identified by the entrepreneur himself.
‘I had interfaced with German national tenders [...] for research funding within
the (university) department where I worked’. Participation in the financing and
co-financing calls ‘was in a certain sense a need’ and was interpreted as an
alternative source of financing. ‘I do not feel keen on resorting to banks or an
external investor’.

Although the main purpose for which the financing had been appro-
ached was of a financial nature, it gave the company ‘the opportunity to
develop a new product or new versions of the product that were not in the initial
intentions of the project’, but also to ‘rethink the company objectives’. They have
been defined as a source of ‘new knowledge’ and in some contexts they have

72



contributed to improving the corporate reputation. “The moment I sit down
at a table with an interlocutor, be it Italian or foreign, and they ask us what we do,

how we did it, what we are doing naturally, it is a matter of course’.

The following Table 2 describes the main data that emerged from the
five cases analysed, providing some additional information.

Tab.2 Main evidence from the cases.

Company Phase of the interna- SNoeCtl\;valork Business EU funding EU funding
features tionalisation process role Network role |approach role
Thanks to the
previous expe-
rience of one of
the founding
They con- members gai- Financial re-
tributed to |They have  |ned in the aca- Sources
. an initial contributed |demic field. 7
g:isksf}cl)eo(z;/vze?; validation of |to the expan- |In the explo- Feeslcitllitz'l
Com 'an size: Exploitation the business |sion process |ration phase: ox tension. of
pany stze: model on  |on foreign  |beneficiaries of ) .
small business . A the clientelist
foreign mar- |markets. indirectly ma-
network
kets. naged funds.
In the exploi-
tation phase:
beneficiaries of
directly mana-
ged funds.
Participation
They have in the cal.l to-
. gether with a . .
. They have |contributed Financial re-
Established: 2012 subcontractor
allowed the |to the expan- | . . sources,
Sector: defense . . with previous .
direct explo- |sion process . Relational re-
and space - ) . experience
. |Exploitation ration of op- |and to give . sources:
Company size: e h In the exploi- dibili ith
medium enter portunities |the company tation phase: credibility wit
. in foreign  |credibility in 57 |customers.
prise . beneficiaries of
markets. foreign mar- | .
directly mana-
kets.
ged European
funding.
Thanks to Financial re-
They al- the previous sources,
Established: 2015 lowed the experience of |Human re-
Sector: IT . company to the CEOs and  |sources,
. |Exploration Not present . .
Company size: start market founding mem- |Technological
small business research. bers gained in  |resources,
the academic  |Relational re-
field. sources.
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Thanks to the

indirectly ma-
naged funds.
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4.2 Cross case analysis

In this paragraph we will try to highlight the common and differentia-
ting elements relating to the role and type of networks in the corporate in-
ternationalisation process, the role and methods of approaching European
funding with respect to the phase of the internationalisation process and
with respect to resources and type of network used.

4.2.1 Role of networks in the internationalisation process

The first common element that emerged from the analysis of the cases
concerns the phase of the internationalisation process in which the respon-
dent companies find themselves: all INVs except one (Case C) are in the
exploitation phase. All have begun the phase of exploration of internatio-
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nal opportunities, at the same time or before the establishment of the com-
pany itself. ‘We were born international’ (Case A), ‘The day before starting the
company’ (Case D). In line with previous studies (Vasilchenko and Morrish,
2011) during the exploration phase of international opportunities, entre-
preneurs used personal networks, and, on many occasions, this seemed
obvious, so much so that entrepreneurs used expressions such as ‘is it is
clear that the first relationships are personal’ (Case B), ‘typically when these ini-
tiatives are made, the first contacts are personal’ (Case D). It emerged that, in
the first phase of the internationalisation process (exploration), some com-
panies had included in their corporate structure residing abroad: ‘Initially
we put together a pool of co-founders and investors that essentially covered four
continents’ (Case B); ‘I was already living abroad’ (Case E).

The second element in common with INVs concerns the contribution
that personal networks have had in the initial phase of the process of inter-
nationalisation of opportunities, that is, they have influenced the choices
to enter the markets (Case A, B, D, E). Regarding this element, it should be
noted that Case C has not yet marketed the product. Furthermore, these
types of networks were used to validate the potential of the products: ‘We
had to check if the business model was interesting or not, so we started where we
had some contacts’ (Case A); and to be accredited with the certification bo-
dies (Case D).

Overall, personal networks seem to significantly influence the selection
of markets to enter and serve as a trigger for the initiation of internationa-
lisation in certain markets. With reference to business networks, in several
cases, defined by companies as ‘indirect channels’, and explained by the in-
terviewees themselves as networks consisting of ‘partners, then other com-
panies typically always in the renewable wind sector, therefore engineering com-
panies, service companies, companies that had other technologies parallel to ours
[...I; trade associations to which we brought our idea and explained that it could
be a relevant topic for the sector [...I; the managers of various specific, technologi-
cal conferences’ (Case D); or company networks, specifying ‘they were perhaps
already suppliers’ (Case A); these seem to become sources of knowledge and
resources that allow companies to exploit the opportunities previously ex-
plored. Unlike social networks, which are based on informal relationships,
business networks are recognised as formal relationships for the mutual
exchange of resources in which the actors make collective efforts to achieve
a common goal (O’'Donnell et al., 2001; Ojala, 2009). In particular, except
for Case C (it should be noted that this company is still exploring the op-
portunities for internationalisation, and has not yet commercialised the
product), the business-type networks have been exploited to improve the
credibility of the company in foreign markets and extend its commercial
network. ‘Where we did not reach the potential customer directly, either because
we did not know him personally, or because it was not possible to get there because
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maybe he was in a place where we could not even physically arrive, then we used
non-direct channels [...]” (Case D). In some cases (Case A, D and E), personal
networks have led to the establishment of subsequent formal business rela-
tionships in which old and new contacts have become significant partners
in the exploitation phase.

From the cross-case analysis, the main differences emerge with referen-
ce to Case C: this company, unlike the other cases, is still exploring interna-
tionalisation opportunities and has not yet marketed the product.

4.2.2 European funding approach and benefits

The first element in common that emerged from the analysis concerns
the perception of the benefits deriving from financing and co-financing in-
struments in support of entrepreneurial internationalisation, whether di-
rectly or indirectly: the entrepreneurs of the INVs believe that they are a
financial and relational resource (Case A, B, C, D, E). In particular, the se-
arch for tenders suited to the needs of the company begins with the aim of
covering, at least in part, the company’s financing needs to carry out inter-
nationalisation and innovation projects. ‘We immediately thought about loo-
king for funding because in any case the investment intensity was high’ (Case D);
‘(The financing instruments) allow us to carry out our prerogatives’ (Case E).

European financing or co-financing, deriving from direct or indirect ma-
nagement tenders, seems to be perceived by the entrepreneur as an alterna-
tive financing tool to bank credit and crowdfunding. ‘Considering that I do
not feel similar to resorting to banks or an external investor, there were not many
other solutions left’ (Case E). ‘We should think of making a connection with the
efficiency of the banking system [...] the problem is in the credit system that has
stopped making the credit system (Case D).

Although at first the entrepreneurs give a purely financial role to Eu-
ropean funding programmes, subsequently, during the implementation
phase of the financed project, the instrument is recognised as a relational
resource (Cases A, B, C, D, E). In particular, the relational resource was
understood by the interviewees above all, but not only, in terms of exten-
sion of the clientelist network, and the acquisition of greater credibility. ‘I
can say that also thanks to the network proposed in the development of the SME
Instrument, therefore by the European Commission during the development of the
project, we have also obtained important business connections, which were perhaps
more important than the financing itself’ (Case C). ‘It served precisely to support
the creation of the product and then also to create networks’ (Case B).

Furthermore, in some cases European funding has helped INVs to im-
prove their credibility in foreign markets. Among the other benefits de-
riving from the award of the tender, the entrepreneurs described the fi-
nancing instrument as a source of technological resources (Case C, D, E).
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"Afterwards, the financing became useful above all for a fact of acceleration of de-
velopment’ (Case D). Only in one case was the award of the call for funding
useful for finding human resources (Case C); in this regard, it should be
remembered that the company in question is still in a phase of exploring
international opportunities and has not yet marketed the product.

A second element in common concerns the ways in which companies
have approached European funding: all but one (Case B) have figures with
previous experience in the sector gained in the academic field. In this re-
gard, it is important to underline the presence in the corporate structure of
personnel holding a PhD (Case A, Case C). As for the scouting of funding
and co-financing calls made available by the European Community, the
INVs seem to start immediately. ‘Certainly, at the beginning we immediately
thought about looking for funding’ (Case D) and one of the companies was
born thanks to a double funding from the Italian and German chambers of
commerce. Although the research phase begins “already at birth’ (Case E),

A difference concerns the approach to European funding, it can be said
that in all cases participation in European tenders took place in the explora-
tion phase, however, only some companies have managed to win the calls
for funding at this stage. This finding is in line with the overall success rate
of the directly managed instruments that finance internationalisation and
innovation — which, according to the latest data observed by the Agency
for the Promotion of European Research, is on average 20% - which is why
the first attempts to participate fail and the INVs benefit from them only in
the exploitation phase (Case A, B and D).

5. Conclusions

This study seeks to contribute to the literature on network theory in
internationalisation, focusing on one of the possible categorisations of net-
works - social and business networks - by interpreting and investigating the
two-phase internationalisation process (exploration and exploitation), from
the point of view of the entrepreneur of the International New Ventures.

The results show an active role of social networks in the exploration
process. Overall, the entrepreneurs interviewed believed that personal
contacts in foreign markets made it possible, or at least easier and faster,
to access these markets. In this context, the personal knowledge of at least
one of the founding members, in some cases residing abroad, proved to be
fundamental. From the survey conducted, it emerged that social networks
in this phase influence the choices of entry into foreign markets, so much
so that the first foreign orders are made in the countries where the foun-
ding members have informal relationships. During the exploitation phase,
informal relationships strengthen the presence in foreign markets in terms
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of credibility. In some cases (Cases A, D and E), personal networks lead
to the establishment of subsequent formal business relationships in which
old and new contacts become significant partners in the exploitation phase
of internationalisation opportunities. The results are in line with previous
studies on SMEs and INVs (Coviello and Munro, 1995; Kemper et al., 2013,
Lu et al., 2010; Slotte-Kock and Coviello, 2010; Vasilchenko and Morrish
2011; Zain and Ng, 2006; Zhou et al., 2007), suggesting that networks, in
the process of exploring opportunities, constitute a source of resources for
internationalisation.

At the same time, this study seeks to fill a gap in the past literature, na-
mely, the scarcity of studies on European funding and the lack of studies
on such financing instruments (or co-financing) as a resource for interna-
tionalisation. The results show how the call search process that meets the
needs of the company, whether they are directly or indirectly managed
calls, begins at the birth of the entrepreneurial project; although in some
cases the chances of success seem to be higher in the exploitation phase,
when the company has already gained credibility in foreign markets. The
entrepreneurs have considered that the financing and co-financing instru-
ments for internationalisation constitute, for the company, financial re-
sources to support the initial investment, but also relational and technolo-
gical resources, allowing the creation of new relationships, acquisition of
greater credibility and acceleration of development. With reference to the
role of networks in approaching European funding, it emerged that only in
one case, a business-type network allowed the International New Venture
to become aware of the tool (Case B) and to respond to the call; in all other
cases, knowledge of the tool, acquired by the founding member, or by the
employee, in previous academic experiences was found to be fundamental.

It can be said that the INVs interviewed made use of personal networks
during the exploration phase, business networks in the exploitation phase
and European funding in both phases of the internationalisation process to
combat the liability of foreignness (Knight and Cavusgil, 2004), the liability
of smallness, (Phelan et al., 2006) and the liability of newness (Cavusgil
and Knight, 2015; Morse et al., 2007), as shown in the following Fig.1.
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Fig.1 Conceptualisation of the model
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- |
Technological Resources !
|

Overcoming liabilities resource-related

Use of Business
network
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Acedemic experience

Source: our elaboration

This work contributes to the existing literature by following some recom-
mendations that emerged in previous studies, and, in particular, reference
is made to the literature review by Bembom and Schwens (2016): ‘given the
initial need for Born Globals for financial capital as they internationalise,
we recommend further research on these dynamic developments’ (Bem-
bom and Schwens, 2016). The second recommendation appeared in a re-
view prior to that of Bembom and Schwens (2016), in 2003, in the review by
Hoang and Antoncic (2003), according to which a more in-depth analysis
was needed in a process-oriented perspective; this statement is subsequen-
tly confirmed also in the study by Slotte-Kock and Coviello (2010).

Finally, the current study may provide managers with awareness of the
use they can make of networks, and it is particularly evident from the re-
sults concerning the role of social mechanisms in fostering resource tran-
sfer between network partners. European institutions, in particular, of-
fer opportunities for access to various Community funds for supporting
SMEs. A recurring theme for efficient access to the various opportunities
made available to the EU Opportunities is, in addition to the knowledge of
the specific tools, the need to have national or international networks for
the design and construction of partnerships of companies, and public or
private institutions conducting innovation activities with a network logic
(Chesbrough et al., 2006). In this sense, understanding the logic through
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which networks operate for practitioners is also useful for approaching UE
financing instruments.

The results of this research must also be interpreted in the light of some
limitations: the use of the multiple case study, compared to the single case,
does not allow one to reach the same level of depth of analysis. Furthermo-
re, although there is not a correct number of cases to be used for develo-
ping a theory, as the number generally considered appropriate falls betwe-
en four and ten cases (Eisenhardt, 1989, p. 545), it is considered correct to
recognise that a greater number of cases could lead to a deeper knowledge
of the phenomenon. It is also emphasised that, despite the fact that several
INVs meeting the sampling criteria were contacted in order to conduct the
semi-structured interviews, the companies that responded positively to the
request all have their registered office in the Marche Region.

For the future, we can hypothesise the development of a qualitative
analysis by expanding sampling on the national and /or European territo-
ry, and of a quantitative analysis by which to develop a model for assessing
the impact of the financing instruments made available by the European
Community on the performance of companies.
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