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Abstract. This study examines how investors influence the international expansion of IT startups. The research is based on quantitative
primary data collected through a comprehensive survey of leading IT startups. The findings reveal that capital providers play a dual role
in facilitating entry into foreign markets. Their direct involvement includes proactive support in the internationalisation process, while
indirectly, they help overcome barriers such as cultural challenges and market entry risks. Through quantitative analysis, the study
highlights dynamics that continue to be essential for understanding investor strategies in today's rapidly evolving business environment.
These insights are particularly relevant in the Al-driven era, where data-intensive business models and strong network effects make rapid
global scaling a critical success factor. The analysis provides a unique perspective on enduring patterns that are increasingly relevant in
the current context, offering valuable lessons for navigating contemporary challenges in international expansion.
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1. Introduction

The internationalisation of the IT industry has emerged as a significant phenomenon in the global business
landscape. As digital technologies continue to reshape the "DNA" of industries and transform economies,
software companies have been at the forefront of leveraging these opportunities to expand their presence beyond
domestic markets (Martinelli et al., 2021). In the Age of Al in production and Industry 4.0, this growing trend
of internationalisation holds implications not only for IT companies themselves but also for manufacturing firms
seeking to remain competitive on a global market scale (Kagermann et al., 2016).

The role of investors, such as banks, venture capital firms, business angels, and private investors is a critical
determinant in understanding the internationalisation process of software companies (Anwar et al., 2023).
Certain types of investors, particularly venture capital, extend beyond merely providing financial resources;
they also play a vital role in shaping the future performance of their portfolio companies (Rossi & Martini,
2019). Investors act as "scouts" that extend the network of entrepreneurs (Granz et al., 2021) and facilitate
access to foreign markets via their network connections (Picot et al., 2015).

They can fulfil a “coach function” by providing strategic guidance and mentorship to their portfolio companies
(Colombo & Grilli, 2009). They help entrepreneurs overcome growth and innovation challenges through
mentorship and extensive networks with key partners, potential advisors, and customers (Ahlstrom & Bruton,
2006; Greenwood et al., 2022). In this respect, experienced and specialised investors that offer "smart money"
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support alongside financial investments also facilitate the international ambitions of their portfolio companies
(Serensen, 2007; Isabelle et al., 2019; Bosio et al., 2021).

Understanding the relationship between IT companies and their investors in better detail is critical to developing
robust internationalisation strategies for diverse industries in today's Industry 4.0 era. Manufacturing firms,
particularly those embracing Al-technologies and data-driven business models, can greatly benefit from
understanding the experiences of the IT industry (Bjorkdahl, 2020). The integration of data-driven technologies
and software solutions into their operations, enhances their capabilities but also exposes them to strong
networking effects (Obermaier & Mosch, 2019). These networking effects, which are driven by the
interconnectivity and data-driven nature of the IT industry (Buxmann et al., 2015), have significant implications
for the internationalisation and financing strategies of data-driven manufacturing firms (Winter, 2019).

By examining the pathways into global markets within the software industry in more detail, manufacturing firms
can gain insights and guidance to effectively navigate the complexities of international markets (Kagermann &
Wahlster 2013; Werbik et al., 2024).

The need for internationalisation in the Age of Industry 4.0

In the age of Industry 4.0, internationalisation has become essential for companies embedded in the data
economy. Expanding into global markets opens access to new opportunities and resources while also presenting
challenges, such as managing "psychic distance” — the differences in language, culture, legal systems, and
economic conditions across countries (Stottinger & Schlegelmilch, 1998; Vitimanescu et al., 2020;
Puthusserry, 2021). Addressing these challenges effectively requires building and leveraging networks that
bridge cultural divides, close information gaps, and help manage risks related to suppliers, partners, and
customers (Santos et al., 2012; Vahlne, 2020; Morrish & Earl, 2021).

In this context, entrepreneurial decisions about international expansion are shaped as much by personal
connections as by formal market analysis. Cuypers et al. (2020) provide insights that international strategies are
driven not only by data but also by the social fabric of existing networks. Such networks guide companies in
selecting markets and defining entry strategies. Their social connections provide crucial insights into export
potential and reduce uncertainties in unfamiliar environments (Thrassou et al., 2020). These relationships thus
play an essential role in influencing the direction of international growth as a "socially embedded endeavour”
(Masiello & 1zzo, 2019).

Beyond market access, one significant advantage of entering international markets is that it drives innovation
and strengthens competitive positioning. By exposing companies to diverse consumer preferences, business
practices, and regulatory landscapes, global expansion catalyses product and process adaptation (Knight &
Cavusgil, 2024; Singh et al., 2024). Competing on a global scale encourages firms to refine their operations,
achieving efficiencies, cost advantages and competitive advantages (Koudal & Coleman, 2005; Pinto Soto,
2018; Petrillo et al., 2021).

Operating in foreign markets also equips companies with advanced knowledge and skills essential for navigating
the digital age. Engaging internationally enables firms to adopt cutting-edge technologies, business models, and
management practices, thus building capabilities that support value chain growth (Zahra et al., 2000; Ledo &
da Silva, 2021). These experiences attract global talent, adding diverse perspectives that are strategic assets in
sustaining long-term growth (Yudha et al., 2020).

For companies in the data economy, which often operates under a "winner-takes-all" paradigm, scaling up
through internationalisation is paramount. Success in data-driven fields, particularly in Al, hinges on access to
large, diverse datasets to refine algorithms, enhance products, and provide highly personalised services (Haucap,
2020). Expanding globally allows companies to tap into these rich data sources, amplifying their technological
advantage and continuously improving Al capabilities (dos Santos & Williamson, 2024). This strengthens
market dominance by enabling more efficient and accurate solutions and creates a feedback loop that further

430


http://jssidoi.org/jesi/
http://doi.org/10.9770/f2379425762

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2024 Volume 12 Number 2 (December)
http://doi.org/10.9770/f2379425762

consolidates competitive standing. In these high-stakes markets, international expansion is not merely an option
but a core strategy to secure long-term relevance and outpace global competitors.

Moreover, internationalisation fosters robust cross-border networks that connect firms to invaluable resources,
including capital, technology, and market intelligence (Johanson & Vahlne, 2009). These networks facilitate
partnerships that fuel both innovation and growth (Insch & Steensma, 2006). For IT and data-driven companies,
especially, maintaining strong networks is essential in keeping pace with rapid technological advancements
(Bhatti et al, 2020). Investors play a key role here, using their connections to support international expansion,
extending the company's reach and capabilities (Kromidha & Robson, 2021).

Thus, networks bridge international markets (Sharma & Johanson, 1987), offering crucial insights that help
companies expand globally (Vasilchenko & Morrish, 2011). In regional contexts, strong social capital greatly
supports knowledge-sharing networks, where investors play an enabling role by using their connections to ease
market entry (Valdaliso et al., 2011; Monaghan et al., 2020).

Role of financiers

In their study on Silicon Valley, Ferrari and Granovetter (2009) emphasise the important role of venture
capital firms in cluster environments, where local stakeholders engage in strong connections and interact with
a wide range of further participants in the region. These investments play a crucial role in fostering a dynamic
network of diverse actors, facilitating collaboration and knowledge sharing among them (ibid, 2009).

In analysing the internationalisation of business angel investments, Croce et al. (2023) examine cross-border
deals and investments in culturally distant markets. Their findings suggest that investment and entrepreneurial
experience contribute to the internationalisation of portfolio companies. Accordingly, venture capitalists embed
firms in a local entrepreneurial ecosystem (Granz et al., 2017).

In entrepreneurial ecosystems, investors play a key role in creating "entrepreneurial spawning grounds'-
dynamic environments that foster the growth of new spin-off companies. (Gompers et al., 2005). Companies
embedded in ecosystem alliances can strengthen their organisational legitimacy and benefit from gains in
reputation (Svensson et al., 2019).

Companies in venture capital investors' portfolios benefit from direct and indirect access to valuable networks,
expertise, and value-added services (Proksch et al., 2017). They can achieve better performance through a wider
network incorporating intra- and extra-industry connections to potential suppliers, customers, and managers
(Serensen, 2007; Bellavitis et al., 2014).

In addition, venture capital investors actively invest in human resources by facilitating access to qualified team
members and influencing corporate governance (Gulshani, 2023). Therefore, they play a key role in assembling
the management team, influencing employee recruitment, monitoring activities, and getting involved in strategic
decisions. Via their experienced business perspective, they create value beyond their financial investments
(Gompers & Lerner, 2001; Weber, 2009; Gutterman, 2024). Bock et al. (2018) show that superior company
performance can be attributed to the coaching support of venture capitalists. For resource-constrained small
businesses in particular, this form of smart-money investment can serve as a catalyst by accessing external
resources (Fernhaber & McDougall-Covin, 2009; Bumbac & Stefaniuc, 2021).

In the evolving landscape of Industry 4.0 and Al in manufacturing, the role of financiers extends beyond the
traditional purpose of funding and into the strategic facilitation of internationalisation (Woo, 2020). Recent
authors underscore the significance of financiers in enabling companies to harness the potential of Al
technologies, positioning these firms for successful global expansion (Lutz & George, 2012; Lerner & Nanda,
2020; Davenport & Mittal, 2023). Venture Capital financiers not only provide the capital necessary for
technological adoption but also offer invaluable guidance and knowledge spillovers on leveraging these
technologies to create competitive advantages in foreign markets (Florida & Kenney, 1988; Agmon & Messica,
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2008; Akcigit et al., 2024). By acting as catalysts for technological integration, financiers help portfolio
companies navigate the complexities of international markets more effectively (Fernhaber et al., 2009).

Moreover, the increasing interconnectivity of global markets demands that companies engage in more
sophisticated strategies to manage cross-border operations. Financiers play a pivotal role in this regard by
facilitating access to international networks that offer insights into market trends, regulatory landscapes, and
potential partnership opportunities (Bradley et al., 2019). Companies can better adapt to the rapid changes in
international markets through strategic alliances and collaborations, enhancing their agility and responsiveness
(Vahlne & Johanson, 2021). This network access, provided by financiers, is particularly crucial for companies
operating within the fast-paced sectors of Industry 4.0, where staying ahead of technological and market
developments is critical to sustaining growth and competitive advantage (Niemczyk & Trzaska, 2020).

Additionally, the support of financiers in the internationalisation process increasingly involves a focus on
sustainability and corporate social responsibility (Liang & Renneboog, 2020). As global stakeholders demand
more environmentally and socially responsible business practices, financiers leverage their influence to
encourage portfolio companies to adopt sustainable practices (Crifoet al., 2019). This shift aligns with global
sustainability goals and opens new international market opportunities for companies that prioritise green
technologies and CSR initiatives. In this way, the role of venture capital is critical in shaping the future direction
of their portfolio companies, guiding them towards various growth paths that are aligned with global standards
and expectations.

2. Research

As the literature review suggests, the multifaceted role of investors in facilitating international expansion goes
beyond mere financial contributions, extending into the area of strategic guidance and providing market insights.
This multidimensional support is particularly crucial in the high-tech and IT driven sectors, where the pace of
change and the complexity of global markets demand nuanced understanding and rapid adaptability (Buxmann
et al., 2015). Investors with a deep understanding of specific market nuances and technological trends can
provide portfolio companies with a more competitive edge, enabling them to navigate international markets
more effectively. This strategic alignment between investors' expertise and companies' internationalisation
efforts underscores the importance of selecting investors who not only provide capital but also align with the
company's vision and strategic direction (Picot, 2015).

The concept of "smart money" further elaborates on the idea that not all capital is equal. The qualitative aspects
of capital, particularly in terms of added value that investors bring to their portfolio companies, are critical. This
added value encompasses network access, industry insights, mentoring, and strategic advisement, which are
indispensable for companies aiming to internationalise (Serensen, 2007). Investors become co-pilots (Siegel et
al., 1988) in the journey of international expansion, actively involved in steering the company towards strategic
partnerships, identifying market opportunities, and avoiding potential pitfalls (Lutz & George, 2012). This
collaborative approach between investors and companies underscores a symbiotic relationship where both
parties work towards a common goal of successful internationalisation.

In context, it is assumed that companies receiving “scouting support” from investors (Colombo & Grilli, 2009)
should be better able to allocate resources towards activities such as market research, new product development,
overseas operations, and targeted marketing campaigns in foreign markets (Gurbuz, 2018). Given the potential
positive impact of smart money engagements on “resource pooling” (Ferrary, 2010) as well as on firms® survival
rates, revenue, and risk sensitivity (Huang & Madhavan, 2021), it is to assume that investors can have a
favourable influence on the internationalisation of companies.

Referring to Ferrary and Granovetter (2009), Picot et al. (2015) and Bock et al. (2018), this assumption is
grounded in the belief that financial support from investors has the capacity to help companies overcome broader
resource challenges. Companies are expected to experience facilitation in their international expansion efforts
by receiving additional know-how and coaching support.
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Based on these assumptions, it is suggested that investors play a crucial role in supporting the
internationalisation of companies. Hypothesis 1, therefore, proposes that when investors express a specific
interest in internationalising, software companies should also exhibit a higher degree of internationalisation.
This implies that investors actively encourage and facilitate the international expansion of the companies they
support.

H1: IT companies expand internationally to a greater extent when they have the backing of investors who are
specifically focused on global growth.

Furthermore, it is assumed that venture capitalists reduce major barriers to internationalisation. Due to their
networks and industry insights, they provide strategic insights, industry-specific knowledge and access to
potential partners and further stakeholders (Woo, 2020; Northemann, 2023). Aggarwal (2019) shows that access
to network resources via strategic alliances is a vital determinant for innovation within a firm, as networks
provide essential information and expertise (see also Yaqub et al., 2020; Fan et al., 2023). In combination with
findings that investors facilitate the access of “social capital” (Alexy et al., 2012), they are expected to play a
vital role in helping companies overcome not only financial barriers but also cultural barriers as well as contact
deficits and therefore reduce asymmetric information (Brinster & Tykvova, 2021). Hypothesis 2 builds upon
the notion that investors can effectively reduce barriers to international expansion through their assistance in
forming strategic alliances, their market know-how, and their support in establishing business relationships
(Balachandran, 2024).

H2: Investors play a significant role in reducing the barriers that companies face in their international
expansion efforts.

3. Data set and methodology

The data from 440 individual IT companies were collected as part of an empirical survey (Werbik, 2015; Picot
et al., 2015). In this study, the analysed data were collected as part of the DESC research project at LMU
Munich, initiated in 2011 and concluded with the publication by Picot et al. in 2015. The survey targeted
managers of software and embedded systems companies, who were invited via email to participate as key
informants. It achieved an 11% response rate, with a retention rate of 21%. Data sets with over 25% missing
values and responses where participants completed less than 80% of the questionnaire were excluded, focusing
exclusively on software companies. The final dataset of 440 IT companies was part of a dissertation project
(Werbik, 2015) and has since been foundational in prior analyses. Its continued relevance is demonstrated
through its application to contemporary Al and Industry 4.0 research, offering insights into internationalisation
trends that influence technological advancements in these areas. The same methodological analysis was applied
to ensure consistency and comparability with previous findings. This data reuse is explicitly stated to maintain
transparency and provide a coherent analytical framework for current and future studies.

Despite being collected several years ago, these data provide valuable insights into fundamental dynamics of
internationalisation that remain relevant in today's business environment. In the context of the rapidly evolving
Al-driven economy, revisiting and analysing these constructs allows us to draw lessons crucial for addressing
contemporary scaling and market entry challenges. The following constructs were considered for analysis:
Capital providers (Y1): The exogenous construct was measured using a 5-point Likert scale ("Our key capital
providers are interested in the internationalisation of the company: Does not apply at all ... Applies completely™).
Growth barriers (Y2): The endogenous construct was measured through four different indicators on a 5-point
Likert scale. These include:

* Risk GB1 ("One obstacle to internationalisation is the high level of risk associated with expanding into new
markets: Does not apply at all ... Applies completely™)

» Cultural barriers GB2 ("One obstacle to internationalisation is the presence of language and cultural barriers:
Does not apply at all ... Applies completely")

* Investment costs GB3(“One obstacle to internationalization is the substantial investment require: Does not
apply at all ... Applies completely”)
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« Contact deficiencies GB4 ("One obstacle to internationalisation is that the management lacks the necessary
contacts abroad: Does not apply at all ... Applies completely").

Degree of internationalisation (Y3): The endogenous construct was measured using the ratio of foreign sales to
total sales of the company as an indicator.

In addition, the three control variables “Company age”, “Company size”, and “Perceived market attractiveness”
were included in the analysis:

» Company age (X1) was measured using the year of establishment of the company.

» Company size (X2) was determined by the number of employees in the last completed fiscal year.

» Market attractiveness (X3): The perceived market attractiveness was measured using a 5-point Likert scale
("We are inclined against further internationalisation because the German market is profitable enough to not
require internationalisation: Does not apply at all ... Applies completely").

The data was analysed using the “smartPLS" program. The results were visualised in the form of a structural
equation model.

4, Results

The constructs in the study show a strong correlation among their items, as indicated by the factor and indicator
reliability analysis. The factor loadings for the items representing “Risk” (0.810), “Cultural barriers” (0.794),
“Investment costs” (0.794), and “Lack of contacts” (0.751) demonstrate their contribution to their respective
constructs. Furthermore, the measure of scale homogeneity, Cronbach's Alpha, exhibits a value of 0.8386,
surpassing the accepted threshold of 0.7 (Hair et al., 2011). The results confirm the reliability and consistency
of the components, as demonstrated in Table 1.

Table 1. Factor and indicator reliability of the constructs

GB1 GB 2 GB 3 GB 4
Factor loadings 0,810 0,794 0,794 0,751
Cronbach's Alpha 0,8386

Moving on to the analysis of the direct and indirect influence of capital providers on the degree of
internationalisation, the significance of these relationships was evaluated through 5000 bootstrap samples and
a case-wise exclusion approach. Figure 1 visually depicts the interconnections between the constructs.

The exogenous construct "capital providers" accounts for 17.3% of the growth obstacles faced by companies.
With a negative  value of -0.416 and being significant at a level of 0.001 (t=5.239), the results in Figure 1
suggests that capital providers, who demonstrate a stronger interest in internationalisation, significantly reduce
the barriers to expanding internationally. This results in an acceptance of hypothesis 1.
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Figure 1. Relationships of constructs

Moreover, capital providers have a direct influence on the internationalisation of companies. The B value is
positively significant ( = 0.216; t = 2.458) at a level of 0.001. This means that the higher the interest of capital
providers in the internationalisation of companies, the higher the degree of internationalisation observed.
Interestingly, the influence of capital providers also indirectly affects the degree of internationalisation. The
results show a significant negative relationship ( = -0.314; t = 4.138) between internationalisation barriers and
the degree of internationalisation of software companies. The constructs "capital providers” and
"internationalisation barriers” together account for 20.1% of the variance in the variable "degree of
internationalisation”.

In the next step, the three control variables were included in the further analysis, namely “Company Age” (X1),
“Company Size” (X2), and “Perceived Market Attractiveness” (X3). As illustrated in Figure 2, the incorporation
of these variables significantly improves the model's overall explanatory capacity by an additional 6% when
compared to the previous version.

In total, the two constructs, "Capital Providers" and "Internationalization Barriers" account for 26.2% of the
variance of the construct "Degree of Internationalisation”. The impact of capital providers on the
internationalisation level of the software companies remains strongly positive (f=0.222; t=2.378), indicating
their significant role in facilitating international expansion. Additionally, capital providers have a notable
negative effect on the construct of "Internationalization Barriers" (p=-0.418; t=5.221), indicating their influence
in reducing the obstacles associated with internationalisation. The relationship between "Internationalization
Barriers" and the "Degree of Internationalisation" continues to be significantly negative (f=-0.1600; t=2.020).
Hypothesis 2 could be accepted.
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Figure 2. Relationships of constructs, including control variables

Consistent with the results, capital providers who show a genuine interest in the internationalisation of
companies exert a dual influence, both directly and indirectly, on the expansion into foreign markets: Their
direct influence is evident in their proactive support, where they contribute resources, expertise, and guidance
to ensure a seamless entry into new markets and facilitate expansion. Additionally, they indirectly contribute to
internationalisation by actively addressing and minimising barriers that companies face in their international
ventures.

5. Discussion & Interpretation

The findings of this study emphasise the multifaceted role of investors in supporting the internationalisation
efforts of IT companies. Beyond providing capital, investors offer strategic insights, access to industry-specific
knowledge, and expansive networks, all of which help companies overcome significant barriers to international
expansion (Ferrary & Granovetter, 2009; Bellavitis et al., 2014; Cuypers et al., 2020). This dual role, both
financial and strategic, aligns with previous studies showing that investors directly influence a company's
international ambitions and indirectly reduce the obstacles they encounter, such as cultural, informational, and
regulatory challenges (Granz et al., 2021).

These insights carry practical relevance for manufacturing firms in Industry 4.0 and Al sectors. The rapid
advancement of interconnected, data-driven models has intensified the need for international growth,
particularly in environments where network effects amplify the benefits of global scaling (Santos et al., 2012;
Kagermann et al., 2016; Bjorkdahl, 2020) By observing the strategies that IT companies employ with investor
support, manufacturers can adapt these approaches to enhance their internationalisation efforts. Investor
networks offer IT firms access to foreign markets, new capabilities, and competitive positioning - essential
advantages for Al and data-intensive business models (Obermaier & Mosch, 2019).

The results suggest that investors with global experience not only provide “smart money" but also act as

connectors, bridging cultural, regulatory, and informational gaps that arise during internationalisation
(Serensen, 2007; Woo, 2020; Bradley et al., 2019). This role is particularly valuable in sectors where companies
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are embedded within complex global supply chains and require diverse data sources to fuel Al models and
support data-driven decision-making (Winter, 2019; dos Santos & Williamson, 2024). The data indicate that
investors with deep industry insights and international connections can help firms navigate complexities,
accelerating entry into new markets and enhancing operational resilience.

The alignment of investor ambitions with company goals emerges as a key factor in internationalisation success.
For IT firms, selecting investors with a strong interest in global growth can create synergies that support market
expansion and the technological evolution needed for competitiveness in Al-driven industries (Lutz & George,
2012; Crifo et al., 2019). This alignment reduces the challenges associated with global expansion, including
psychic distance and cultural barriers, while helping firms adapt products and services to meet international
demands (Stottinger & Schlegelmilch, 1998; Mason & Stark, 2004; Cuypers et al., 2020).

The indirect effects of investor involvement, as demonstrated by this study, further highlight the role of investors
as strategic partners who actively reduce internationalisation barriers. For companies operating in Industry 4.0,
investor support in logistical and regulatory challenges offers a path to mitigating the risks and costs often
accompanying international market entry (Calvelli & Cannavale, 2018; Aggarwal, 2019). Such support shortens
time-to-market and enhances competitiveness in interconnected global markets, a critical advantage in Al and
data-driven manufacturing (Yudha et al., 2022; Greenwood et al., 2022).

In conclusion, these findings reinforce that investor support functions not only as a financial resource but as a
strategic asset crucial for companies in data-intensive sectors such as Industry 4.0 and Al. Aligning with globally
experienced investors allows firms in these sectors to capitalise on networks, strategic guidance, and cross-
border insights to overcome the complexities of internationalisation. This study's alignment with current
literature highlights the investors' dual role, providing essential financial backing while leveraging networks
crucial for success in globally integrated Industry 4.0 environments.

6. Learnings for Entrepreneurship in the Age of Industry 4.0

This study explored the dynamics of investor involvement in the internationalisation of companies, revealing
the multifaceted roles that investors play beyond providing financial support. The findings illuminate how VC
investors facilitate global market entry and expansion for their portfolio companies through a focused
examination of industry-specific expertise, strategic guidance, network access, and the motivational drives of
venture capital investors. These insights offer valuable guidance for entrepreneurship within the Industry 4.0
landscape, where strategic partnerships with investors can make a decisive impact on global growth trajectories.
These insights are relevant to smart manufacturing startups and established companies in the Industry 4.0 era.
By understanding the value of venture capital investors' industry knowledge, strategic guidance, networks, and
motivations, smart manufacturing companies can gain key lessons to support their global market entry and
expansion strategies in modern entrepreneurship.

Adapting to Global Market Dynamics through Strategic Investor Selection

The empirical findings highlight the importance of selecting investors who contribute more than financial
support alone. For smart manufacturing startups and entrepreneurial ventures with advanced technological
platforms and highly interconnected systems - fields that are strongly impacted by network effects (Kagermann
et al., 2016) - investors who bring industry insights, strategic mentorship, and broad networks are invaluable.
These contributions are instrumental in navigating the complex, international landscape of Industry 4.0. For
these entrepreneurial firms, this underscores the need to strategically select investors who align with their global
growth vision and provide the resources and expertise required to achieve international success.

Utilising Investor Networks for Market Penetration
The study’s insights reinforce the strategic advantage of leveraging investor networks to support international

market entry and expansion. Smart manufacturing and Al-driven startups can tap into their investors' networks
to access critical market insights, potential partners, customers, and regulatory guidance. Aligning with
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investors with strong connections in target markets can significantly reduce "psychic distance" (Stottinger &
Schlegelmilch, 1998) and cultural barriers, smoothing the path to global expansion.

Emphasising the Role of ‘Smart Money'

The concept of "smart money," where investors add value beyond capital through strategic guidance, industry
expertise, and networks, emerges as a pivotal factor for startups and companies pursuing internationalisation.
One crucial success factor for future entrepreneurs is to engage with investors who actively support their
international growth journey as strategic partners - not just financiers. Choosing investors with a successful
track record in global expansion, especially those experienced in integrating advanced technologies across
borders, is particularly beneficial. The "smart money" advantage is essential for smart manufacturing startups
operating in highly specialised and complex technological environments.

Investor Involvement

Investor engagement is during critical growth phases, such as international expansion, scaling operations, or
overcoming market entry barriers. Their involvement extends beyond mere financial support, as investors
actively leverage their expertise, networks, and strategic insights to drive the company's success. Their
participation is typically motivated by significant profit opportunities and the potential to mitigate risks,
underscoring their dual role as both financial backers and strategic partners. Aligning investor involvement with
the growth stages of startups ensures that their contributions have the greatest impact on the company's
performance and competitive positioning in the market.

Strategic Alignment with Investors’ Global Aspirations

The findings also suggest that aligning with investors who share similar global ambitions can enhance a
company's ability to address challenges in international markets. For entrepreneurs, this means seeking out
investors whose aspirations for global expansion match their own. Such alignment facilitates a smoother
internationalisation process and ensures that both the company and its investors are working toward maximising
global market opportunities together.

Leveraging Technological Synergies for International Growth

The evolving dynamics of global markets, with a strong focus on digitalisation and Al integration, suggest that
investors with technological expertise are especially valuable. Smart manufacturing companies and startups at
the forefront of Industry 4.0 should prioritise investors who understand the complexities of technological
advancements and can guide them in leveraging these innovations for international growth. This includes
navigating regulatory complexities around data, employing Al-driven market analysis, and utilising digital
platforms to extend global reach.

In conclusion, entrepreneurs in the Age of Al and Industry 4.0 can draw significant learnings from the empirical
results, particularly in terms of investor involvement in the internationalisation process. By strategically
selecting and aligning with the right investors, leveraging their networks, and capitalising on the 'smart money'
advantages, these companies can enhance their competitiveness and achieve successful global expansion in the
dynamic landscape of Al and Industry 4.0.

7. Research Limitations

While historical data offer a robust foundation for understanding long-term trends, they may not fully capture
recent shifts driven by advancements in Al, machine learning, and the increasing importance of data-driven
decision-making. One limitation of this study is the age of the primary data, collected nearly a decade ago. This
presents an opportunity for future research to replicate the study with Industry 4.0 companies. Such replication
would not only enable a comparative analysis of how internationalisation strategies have evolved over time but
also yield more profound insights into the distinct challenges and opportunities that companies encounter in the
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age of digital transformation. Additionally, while the focus on software companies provides rich insights into
this specific sector, it limits the generalizability of the findings across other industries. Broadening the scope to
include a broader range of Industry 4.0 enterprises could offer a more holistic understanding of
internationalisation practices across various technological landscapes.
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