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24 0.78 | 0.89 | 0.83 | 0.77 | 0.63 | 0.89 | 0.83 | 0.82 | 0.62 | 0.88 | 0.84 | 0.80 | 0.64
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International New Venture or Process International: Firm Age and Internationalization Propensity
YANG Huan, ZHANG Xue-liang
(School of Urban and Regional Science, Shanghai University of Finance and
Economics, Shanghai, 200433, China)

Abstract; When to internationalize? The traditional international business theory considered that only mature
firms could foreign expand. Yet more and more international new ventures have challenged the traditional argu-
ments. Intriguing by this contradict phenomenon, this study combines the International New Venture (INV) and
Process Theory of Internationalization ( PTT) together, and establishes a general model as “age dependence of inter-
nationalization”. Prior studies primarily predict a monotonous relationship between firm age and internationaliza-
tion. Firm’s foreign expansion probability either monotonously ascends (PTI), or monotonously descends (INV)
with firm age. However, by breaking down age effect into two components, age effect on capability and age effect
on aspiration, we predict a U-shaped relationship between firm age and firm’ s internationalization propensity. Due
to the aspiration effect, firm’ s internationalization propensity is high in its inception, and this propensity decline
with firm age; whereas with the gradual build up of firm’ s capability, firm’ s international propensity ascends again
with firm age after an inflection point. Using a comprehensive panel data of manufacturing firms in China 1998—
2007, this U-shaped prediction has been strongly supported. Our finding indicates that firms can either be a young
and passionate international adventurer or a mature and sophisticated international explorer. These foreign expan-
sion activities show up at different age are promoted by dissimilar motivations and reflect firm’ s divergent develop-
ment needs in different stages.

This study further predicts that the relationship between firm age and internationalization is contingent on firm’
s interior characteristics and external environment. Firstly, our results confirm that firm size do moderate the age
effect on internationalization, as the larger the firm is, the greater age effect on internationalization probability will
be. Secondly, the results for external moderators reflect some interesting phenomenon in emerging economies. Both
the FDI density and Export density demonstrate positive moderate effects just as expected, indicating that FDI and
export activities are two major forces that shape Chinese international process.

To the best of our knowledge, this study is the first one that directly and empirically examined the role of age
in internationalization. By including age in our study, we address the issue emphasized by many scholars that inter-
nationalization studies should explicitly incorporate the role and influence of time. Moreover, our focus on age of in-
ternationalization contributes to both INV and PTI studies. It looks like that the debating point of INV and PTI just
focus on the age of internationalization. However, the abundant previous researches of these two theories actually
devote to explain why expand at an early/late age (influence factors) and what’ s the results of expand at an early/
late age (performances or survival). Whereas the fundamental question of when to expand is not well addressed.
Our study fills this gap by providing a universal model that depicts the U-shaped relationship between firm age and
internationalization. The last but not the least, this study also advances the internationalization studies by examining
the moderate effects on the relationship between firm age and internationalization. By introducing both internal and
external variables, this study achieve at a more accurate understanding of age dependence of internationalization.

Key Words: internationalization; firm age; firm size; FDI; export
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