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Prior research suggests that corporate boards and directors play important roles in firm
strategy and performance. In this paper, we examine an important yet under-explored
avenue and focus on their role in overcoming the multilevel psychic distance (PD) faced
by internationalizing small and medium-sized enterprises (SMEs) originating from an
emerging market. Analysing Indian Fintech SMEs, using multiple case studies, our find-
ings reveal that boards contribute important network-level resources and knowledge about
foreign markets, which in turn assists internationalizing SMEs in mitigating PD. We
demonstrate that the human and social capital of boards play important, yet distinctly
different, roles in mitigating PD at pre- and post-internationalization phases. At the pre-
internationalization phase, directors’ prior international and industry experience, as well
as board interlocks and prior connections, are most valuable, whereas at the post-entry
phase, transnational boards, and those with stronger trust-based personal relationships
(i.e. greater depth of social capital, facilitate faster experiential learning. Taken together,
our findings contribute novel insights into the mechanisms through which boards affect the
outcomes of firms operating, and originating from, extreme institutional environments.
Further, we draw implications for research and practice.

Introduction

Firms face many challenges when expanding into
new international markets, including issues sur-
rounding legitimacy, the liability of foreignness
(Johanson and Vahlne, 2009; Zaheer, 1995) and
psychic distance (PD) (Dow and Karunaratna,
2006; Johanson and Vahlne, 1977; Safari and
Chetty, 2019). Such issues are amplified in the case
of small and medium-sized enterprises (SMEs),
given their often limited internationalization expe-
rience and the relatively fewer resources at their

disposal compared to multinational enterprises
(MNESs) (George, Wiklund and Zahra, 2005).
SMEs also face additional challenges associated
with liabilities of foreignness, newness and small-
ness (Prashantham and Floyd, 2012; Puthusserry,
Child and Rodrigues, 2014). Hence, SMEs must
overcome or mitigate PD, in order to success-
fully enter foreign markets and satisfy global
ambitions. Given current worldwide threats to in-
ternationalization, including trade wars, protec-
tionism and extreme institutional environments,
this is a particularly important and nuanced
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challenge for firms, governments and societies
alike.

This study focuses on the pre- and post-
internationalization of Fintech SMEs originating
from an emerging market — India — which is charac-
terized by weak governance and under-developed
institutions. Using a novel dataset constructed
from multiple case studies, we explore how various
levels of PD influence different stages of SMEs’ in-
ternationalization and the role of boards in miti-
gating PD.

Few studies have probed the challenges emerg-
ing market SMEs face in coping with PD (cf.
Puthusserry, Child and Rodrigues, 2014). Instead,
most consider the impact of PD on business de-
cisions and/or on MNEs from developed mar-
kets (Child, Rodrigues and Frynas, 2009; Ojala,
2015; Safari and Chetty, 2019; Yan, Hu and Liu,
2020), with a focus on its effects during the pre-
internationalization stage, while neglecting its ef-
fects on the post-internationalization stage (Child,
Rodrigues and Frynas, 2009; Yan, Hu and Liu,
2020). This is surprising, given the various chal-
lenges SMEs face in overcoming PD at business
and country levels at the post-internationalization
stage. For example, the tendency for PD to change
over time, with markets often appearing more dis-
tant (than perceived) following entry (Safari and
Chetty, 2019). Furthermore, only a few studies
have investigated multilevel PD (country, business
and individual), with most instead relying on var-
ious proxies to capture PD at single levels (Nebus
and Chai, 2014; Ojala, 2015). Finally, the utility of
board interlocks and board capital on firms’ cop-
ing mechanisms to overcome PD have largely been
overlooked by researchers (cf. Gonzalez, 2019a)
and, more generally, research on boards of direc-
tors has typically focused on larger firms.

Against this backdrop, we draw key insights
from resource dependence theory (RDT) (Pfeffer
and Salancik, 1978), the PD literature (Child, Ng
and Wong, 2002; Dow and Karunaratna, 2006;
Ojala, 2009; Puthusserry, Child and Rodrigues,
2014) and a rich interdisciplinary literature on
board capital and networks (Holm, Johanson and
Kao, 2015; Johanson and Vahlne, 2009) and in-
terlocks (Adams and Ferreira, 2007; Gonzalez,
2019b; Haynes and Hillman, 2010; Hillman and
Dalziel, 2003; Lungeanu and Zajac, 2019) to expli-
cate the utility of boards in overcoming PD for in-
ternationalizing SMEs originating from a dynamic
industry and an emerging market.

P. Puthusserry et al.

Specifically, we focus on Indian Fintech SMEs,
which allows us to comprehend the means by
which boards contribute to firm governance in
weak institutional environments with inherent in-
stitutional voids (Ilhan-Nas et al., 2018; Khanna
and Palepu, 1997) and in a dynamic and highly
competitive industry. Emerging market firms face
political instability, uncertain business environ-
ments and receive limited governmental support,
which affects their internationalization and perfor-
mance (Khanna and Palepu, 1997; Khanna and
Rivkin, 2001). Further, these firms have under-
developed capital and lack direct access to finan-
cial markets. Consequently, they face greater re-
source scarcity and may need to structure their
boards to purposely utilize resource facilitation
and service roles, which comprise advice and coun-
sel to top management teams (TMTs) (Singh and
Delios, 2017). When such firms pursue overseas
growth strategies, board interlocks in host markets
represent vital bridges (with home markets), which
can yield crucial informational advantages (Zona
et al., 2018). Additionally, PD poses greater chal-
lenges to SMEs than MNEs, owing to liabilities
of smallness and newness (Child, Rodrigues and
Frynas, 2009), which forces them to assume addi-
tional transaction costs to overcome PD and influ-
ence host-country governments.

We make several contributions. First, by inte-
grating the diverse streams of literature on board
capital/board interlocks and PD, and by treating
PD as a multilevel concept that encompasses coun-
try, business and individual perspectives (Safari
and Chetty, 2019), we provide novel insights as to
how emerging market SMEs from a dynamic in-
dustry overcome challenges posed by PD during
internationalization (Ambos and Hakanson, 2014;
Child, Rodrigues and Frynas, 2009; Puthusserry,
Child and Rodrigues, 2014). Our contribution is
to provide a nuanced and delineated exposé of
SMEs’ choices of coping mechanisms (bridging vs.
ad hoc), which we show are contingent on the lev-
els of PD encountered. More specifically, our study
sheds important light on micro-processes (i.e. in-
teractions and inputs from executive and non-
executive directors), as SMEs utilize boards’ hu-
man and social capital dimensions to mitigate PD.
We show that bridging mechanisms are employed
at the pre-internationalization stage, whereas
both bridging and ad-hoc PD coping mecha-
nisms are used at the post-internationalization
stage.

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Second, we advance knowledge on the levels of
PD warranting greater attention (in terms of mit-
igation) at pre- and post-internationalization
stages. SMEs mostly attempt to mitigate
business and country-level PD in the pre-
internationalization stage, while the focus is
on addressing business and individual-level PD
in the post-internationalization stage. From a
network perspective, we further highlight attempts
by Indian Fintechs to overcome liabilities of out-
sidership (becoming an insider in the network) in
host markets through leveraging board interlocks
and directors’ prior connections and experience
(Holm, Johanson and Kao, 2015; Johanson and
Vahlne, 2009) in order to overcome challenges
attributable to differences in regulatory and gov-
ernance systems in host markets.

Third, we contribute to the literature on the
role of board capital. Prior studies establish that
boards’ human and social capital dimensions mat-
ter for access to additional external resources and
institutional learning (Coviello, 2006; Johanson
and Vahlne, 2003). This is consistent with the no-
tion that boards with higher levels of human cap-
ital act as boundary spanners and facilitate learn-
ing and development of bridging ties, and improve
links between firms and external environments
(Kane and Levina, 2017; Roberts and Beamish,
2017; Zhao and Anand, 2013). In this regard, prior
experience, connections and board interlocks are
thought important for maximizing the potential of
board capital to help firms navigate internation-
alization challenges (Holm, Johanson and Kao,
2015; Johanson and Vahlne, 2009). We add to this
literature by highlighting a role for boards’ human
and social capital in overcoming the risks and chal-
lenges posed by multilevel PD for internationaliz-
ing emerging market SMEs.

In doing so, we address calls to explore the role
of boards in overcoming PD in the context of
SMESs’ internationalization (cf. Gonzalez, 2019a)
and the influence of outside boards in high-tech
startups, particularly their service role (Knock-
aert and Ucbasaran, 2013). Our findings demon-
strate that board-level human and social capi-
tal are crucial in helping emerging market SMEs
traverse initial and subsequent internationaliza-
tion stages. However, boards with more diverse
(breadth of) human and social capital are more
effective in helping overcome PD at pre-entry.
Conversely, during post-entry, boards are more
effective in mitigating PD when they have more

international experience, and when relationships
with TMTs and international partners are better
established through trust-based personal relation-
ships. Together, these factors are shown to facili-
tate greater experiential learning at the post-entry
phase, and are associated with greater depth of
board capital.

Conceptual background
Psychic distance and SMEs’ internationalization

PD has long been prevalent in the international
business (IB) literature (Johanson and Vahlne,
1977) as a key factor influencing several facets
of firms’ overseas expansion. Initially conceived
as a micro-level construct, PD has been found to
influence various aspects of IB, including loca-
tion choice, entry mode, performance (Evans and
Mavondo, 2002; O’Grady and Lane, 1996) and
digital internationalization (Yamin and Sinkovics,
20006).

Conceptually, PD stems from the unfamiliar-
ity of foreign markets in terms of institutional
and socio-cultural environments (Child, Ng and
Wong, 2002). PD matters since it increases per-
ceived (and real) risks associated with interna-
tionalization, attributable to inherent uncertain-
ties of foreign market operations (Johanson and
Vahlne, 1977). It also impedes effective knowledge
transfer across borders — creating learning bar-
riers and raising transaction costs (Puthusserry,
Child and Rodrigues, 2014). However, the con-
ceptualization of PD in the extant literature has
been mainly dominated by objective analysis of
macro (country-level) differences in national cul-
ture and/or institutions (e.g. Kogut and Singh,
1988). Studies have largely neglected cognitive
or perceptual components from decision-makers’
perspectives (Hakanson and Ambos, 2010), de-
spite the fact that decision-makers’ motivations, in-
tentions and actions, in pursuit of overseas ven-
tures, set firms’ onward trajectories.

Consequently, questions have been raised over
the appropriateness of single indicators like cul-
tural distance in capturing the multifaceted na-
ture of PD (Evans, Treadgold and Mavondo,
2000; Tung and Verbeke, 2010). This warrants
examination of PD as a multilevel concept
(Ambos, Leicht-Deobald and Leinemann, 2019;
Dinner, Kushwaha and Steenkamp, 2019; Sa-
fari and Chetty, 2019) encompassing country,

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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business and individual-level factors. While geo-
graphic, cultural, institutional and economic dis-
tances represent country-level factors (Ambos,
Leicht-Deobald and Leinemann, 2019; Dow and
Karunaratna, 2006), differences — including busi-
ness practices, competition and strategies (oper-
ation, sales, marketing) — characterize business-
level distance (Dinner, Kushwaha and Steenkamp,
2019; Evans, Treadgold and Mavondo, 2000;
O’Grady and Lane, 1996). Finally, individual-level
antecedents of PD may influence managers’ PD
perceptions (Ambos, Leicht-Deobald and Leine-
mann, 2019; Child, Rodrigues and Frynas, 2009;
Puthusserry, Child and Rodrigues, 2014).!

The 1B literature reports two contrasting the-
oretical perspectives on PD and firms’ effective-
ness. From one perspective, the internationaliza-
tion process model (Johanson and Vahlne, 1977)
suggests a positive correlation between PD and the
liability of foreignness (Zaheer, 1995), with higher
PD undermining learning and transfer of infor-
mation. This model predicts that during the ini-
tial stages of development, firms venture into psy-
chically closer foreign markets (low PD). As they
accumulate knowledge and experience, they grad-
ually increase commitments to psychically more
distant markets (medium and high PD). In con-
trast, the PD paradox view implies a positive
association between PD and firm performance
(Evans and Mavondo, 2002; O’Grady and Lane,
1996). According to this view, firms dedicate sig-
nificant resources and proactively seek out knowl-
edge pertaining to both foreign markets and the
business and customers in order to address PD
challenges (Nordman and Tolstoy, 2014). SMEs
achieve this learning through networks established
in host countries and by avoiding ‘liabilities of out-
sidership’ (Johanson and Vahlne, 2009). This is es-
pecially evident in born global and emerging mar-
ket firms, which have been shown to bypass some
initial stages of the process model; quickly adopt-
ing rapid internationalization strategies — even to
high-PD countries (Child and Rodrigues, 2005;
Knight and Cavusgil, 2004).

The fundamental principles of these models are
related to decision-makers’ ability to anticipate
differences between home and host markets, and
to adapt to business challenges in the host mar-

'Including prior country-specific international experi-
ence, education, cultural background and use of common
language.

P. Puthusserry et al.

ket (Dinner, Kushwaha and Steenkamp, 2019).
However, individual perceptions are primarily in-
fluenced by macro (country-level) distance stim-
uli (Dow and Karunaratna, 2006). For example,
if country-level stimuli are similar (low-objective
PD), decision-makers may not anticipate market-
specific business challenges and may therefore not
amend approaches and strategies. Conversely, pos-
itive relationships between distance and perfor-
mance are likely driven by decision-makers’ abil-
ity to perceive and react to the potential impact
of distance, which calls on them to subsequently
adapt approaches and strategies to dynamic host-
country environments — which is challenging.

O’Grady and Lane (1996) argue that addressing
business-level PD is most important for post-entry
internationalization, even in psychically closer
markets. Hence, Nebus and Chai (2014: 11) pro-
pose that alongside macro-level distance dimen-
sions, PD research should comprehend and inte-
grate the ‘foreign business environment, manager’s
experiences and familiarity with this environment,
managerial decision making, and manager’s per-
ceptions of those elements’.

Such studies highlight the importance firms
place on the mitigation of PD to target attrac-
tive foreign markets, acquire strategic assets and
become formidable global players (Child, Ro-
drigues and Frynas, 2009). Towards this goal, firms
may adopt different bridging or coping strate-
gies (Child, Ng and Wong, 2002; Ojala, 2008;
Puthusserry, Child and Rodrigues, 2014). For in-
stance, they may use bridge-makers with host mar-
ket knowledge, which relies on establishing and
maintaining trust-based relationships (Safari and
Chetty, 2019). Similarly, coping strategies are pri-
marily based on learning, capability building and
reliance on networks — often forming conscious
managerial actions (Child, Rodrigues and Frynas,
2009; Prashantham and Floyd, 2012). Firms also
mitigate PD by vicariously learning from the expe-
riences of similar internationalizing firms (Jiménez
and de la Fuente, 2016; Puthusserry, Khan, Knight
and Miller, 2020). Alternatively, firms may even
follow an avoidance-based strategy (Child, Ro-
drigues and Frynas, 2009).

Nonetheless, most PD research has focused on
its impact on firms’ pre-entry strategies (Evans,
Treadgold and Mavondo, 2000). Less considera-
tion has been given to its influence on post-entry
operations (O’Grady and Lane, 1996; Ojala, 2008;
Safari and Chetty, 2019), despite the fact that PD

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British

Academy of Management.



Mitigating Psychic Distance and Enhancing Internationalization 5

affects firms’ post-entry operations (Ojala, 2008).
For example, countries perceived to be psychically
close during pre-entry phases have turned out to
be more distant in post-entry stages (Safari and
Chetty, 2019). Moreover, prior studies (Johanson
and Vahlne, 2003; Nordman and M¢len, 2008) in-
fer that SMEs’ (specifically high-tech firms’) mar-
ket selection and pre-entry strategies are more
attuned towards niche markets where their prod-
ucts/services are more competitive and based on
founders’/key decision-makers’ established rela-
tions and international networks. Hence, PD is
more likely to play a significant role during post-
entry (Nordman and Tolstoy, 2014).

Board of directors and board interlocks

The role of corporate boards includes the provi-
sion of guidance and direction to TMTs, the facil-
itation of preferential access to relevant resources
and the facilitation of communication between
firms and their wider institutional environments
(Haynes and Hillman, 2010; Pfeffer and Salan-
cik, 1978). Boards are said to contribute the above
through two channels: board monitoring, involv-
ing overseeing the behaviour and decision-making
of firm management, and board advising, in which
board members offer advice and counsel to man-
agement (Adams and Ferreira, 2007; Linck, Netter
and Yang, 2008).

Boards play a vital role in firms’ international-
ization strategies and ventures (Aguilera, Marano
and Haxhi, 2019; George, Wiklund and Zahra,
2005; Haynes and Hillman, 2010),” with hetero-
geneity in board capital important in both pre- and
post-internationalization stages. Moreover, board
roles may be particularly important in extreme in-
stitutional environments, since these challenge the
authority and ability of firms and core stakeholder
groups to adapt and survive (Klein ez al., 2019).
For these reasons, board functions are thought
particularly complex and challenging under ex-
treme institutional environments, such as those of
emerging markets.

The efficacy of internationalizing SMEs’ boards
is largely a function of directors’ capital (both hu-
man and social), which is made up of breadth and
depth dimensions (Haynes and Hillman, 2010).

2For example, board composition has been found to in-
fluence MNEs’ export propensity (Lu, Xu and Liu, 2009)
and foreign equity strategies (cf. [Than-Nas et al., 2018).

Breadth includes the diversity of board mem-
bers’ relative skills, experience, education, net-
works, connections and reputations (Adams and
Ferreira, 2007), while depth captures the em-
beddedness of directors in the focal industry in
terms of managerial positions/experience and/or
interlocking directorships (Haynes and Hillman,
2010). Both dimensions are important for firm
operations and strategies (Haynes and Hillman,
2010; Lungeanu and Zajac, 2019). For example,
they help firms in quickly and efficiently learning
about overseas operations, which helps overcome
PD and internationalization-related uncertainties
(Forsgren, 2002; Gonzalez, 2019b).

Prior literature has also stressed the importance
of board interlocks, wherein firms share one or
more directors (Mizruchi, 1996). These provide an
ideal setting for organizational learning from in-
terlocking directors’ network ties, whose value is
contingent on the extent of non-redundant ties
and access to valuable and rare resources (Bas-
tos and Greve, 2003). Consistent with a network
view of internationalization, such networks grad-
ually develop into trust-based relationships foster-
ing greater learning and commitment (Forsgren,
2002).

Interlocks can be national or transnational in
nature, with twenty-first-century global trends fa-
cilitating a rise in transnational interlocks (Gonza-
lez, 2019a). The role of board interlocks includes
scanning business environments, shaping social
ties, acquiring information and resources, diffusing
organizational practices and influencing decision-
making (Haunschild and Beckman, 1998). Consis-
tent with RDT (Pfeffer and Salancik, 1978), firms
engage in board interlocks to co-opt scarce re-
sources in order to reduce uncertainties (Mizruchi,
1996). During times of uncertainty, interlocked di-
rectors can act as boundary spanners® for firms
by connecting them with external stakeholders and
providing opportunities for them to learn from
their experiences and expertise (Hillman, Canella
and Paetzold, 2000; Roberts and Beamish, 2017).
This may be especially valuable when SMEs inter-
nationalize, because they are likely to encounter
uncertain and complex situations due to PD.
Thus, interlocked directors, characterized by their

*Boundary spanners are unique individuals in an organi-
zation who relate the internal organization to the external
environment (Zhao and Anand, 2013).

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British

Academy of Management.



6

valuable relevant expertise and experience, could
be leveraged by SMEs to mitigate PD challenges.

In terms of internationalization, board mem-
bers’ cross-border network ties in potential host
markets could open up new opportunities for in-
ternationalizing firms (Prashantham, 2011) and
help mitigate PD. This is especially true of
transnational board interlocks, which represent
key sources of non-experiential knowledge in ad-
dressing PD challenges (Gonzalez, 2019b), since
these enable firms to understand other firms’
activities and acquire market-related informa-
tion from host markets. For resource-constrained
SMEs originating from emerging markets, these
can be cost-efficient and valuable sources of in-
direct knowledge which could accelerate institu-
tional learning (Forsgren, 2002).

Board of directors and psychic distance

This study integrates two diverse streams of liter-
ature (board of directors and PD) to explicate the
role of board of directors in mitigating PD for in-
ternationalizing Fintech SMEs from an emerging
market — India. As stated earlier, the paper utilizes
RDT (Pfeffer and Salancik, 1978) and the network
view of internationalization (Forsgren, 2002; Jo-
hanson and Vahlne, 2009) to establish linkages be-
tween board capital and mitigation of PD. RDT
explains the exchange of resources by the firm
— specifically when they are resource-constrained
and face legitimacy issues and uncertain situations
(Zona et al., 2018). This is pertinent because in-
ternationalizing emerging market SMEs face sub-
stantial resource constraints and legitimacy is-
sues in relatively unfamiliar and uncertain host
environments (Puthusserry, Child and Rodrigues,
2014; Safari and Chetty, 2019). This unfamiliar-
ity and uncertainty could prevent or discourage
such SMEs’ internationalization initiatives. To ad-
dress these issues, it becomes imperative that they
mitigate/overcome PD (the source of most uncer-
tainties and higher transaction costs). Towards this
goal, the previous section established an important
role for directors’ capital, with connections — es-
pecially interlocked connections — facilitating in-
creased access to critical information and co-opt
resources (Pfeffer and Salancik, 1978).

In uncertain situations, consistent with RDT,
firms set up linkages with external actors (via
board capital and through interlocks) to attenu-
ate resource constraints, gain legitimacy and re-

P. Puthusserry et al.

ceive necessary counsel and advice, which helps
mitigate PD (Gonzalez, 2019a; Mizruchi, 1996).
Connections between board directors enable com-
petitive confederations (Pfeffer, 1972), which are
vital to emerging market SMEs tackling PD. For
instance, board directors with transnational inter-
locks and international networks (social capital)
can enable SMEs to link with suppliers, distrib-
utors, customers and regulatory agencies in host
countries.

Directors with extensive international experi-
ence and exposure to foreign markets (human cap-
ital) also act as boundary spanners, as they help
to develop awareness of host-country environ-
ments (including regulations, institutions, business
norms, markets and competitors) through build-
ing bridging ties (Roberts and Beamish, 2017).
The learning and collaborative relationships facili-
tated by directors’ human capital can be decisive
for resource-constrained SMEs’ internationaliza-
tion efforts while coping with or mitigating PD
(Puthusserry, Child and Rodrigues, 2014). Board
directors having interlocks with reputed firms can
also result in superior quality perceptions (Higgins
and Gulati, 2003) for internationalizing SMEs,
which helps establish presence in host markets.
Hence, RDT provides a useful lens to examine the
role of board capital and interlocking directors in
mitigating the impact of PD during international-
ization.

The network view of internationalization (Jo-
hanson and Vahlne, 2009) also emphasizes the vi-
tal role of networks in internationalization. This
perspective also discusses the disadvantages that
firms face when they are outsiders (liability of
outsidership) in relevant business networks within
host markets, and also views internationalization
itself as a network development process (Johan-
son and Mattsson, 2015). According to this view,
networks help firms learn about foreign business
environments, including main actors, and also as-
sist in developing trust and commitment — all vi-
tal for internationalization (Nordman and Tolstoy,
2014). However, if firms remain outsiders in rel-
evant business networks, this serves to attenuate
organizational learning, resulting in unfamiliarity
with host business environments and contributing
to higher PD, which in turn hinders international-
ization (Johanson and Vahlne, 2009). Hence, the
network view posits that insidership in relevant
host-country business networks should help SMEs
cope with PD challenges when expanding overseas.

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Relational capital is particularly important for
firms where institutions are under-developed
(institutional voids), such as is typical of
emerging markets (Khanna and Palepu, 2000).
Relationship-oriented motivations often govern
internationalization decisions more than market-
oriented motivations (Johanson and Vahlne, 2003;
Puthusserry, Child and Khan, 2020). Leverag-
ing business relationships in host markets is one
way resource-constrained SMEs from weak in-
stitutional environments gain insidership (and
subsequently cope with PD) into relevant host-
country business networks (Li and Fleury, 2020).
For SMEs adopting such relationship-specific
or network-oriented approaches to tackle PD
in order to pursue internationalization, board
capital and interlocks provide easier access to
relevant transnational networks in host countries.
As discussed earlier, links to such business net-
works allow them to become insiders and acquire
vital information, guidance and other resources
in host markets. In this vein, insidership into
relevant business networks through board capital
helps firms learn about foreign markets, expand
networks and facilitates building of commitment
and trust, thereby helping SMEs overcome PD as
they internationalize.

Context and methods

To gain insights on an understudied topic —
‘how the boards of directors of international-
izing SMEs operating in more extreme insti-
tutional environments cope with the potential
impact of psychic distance’ — we adopted a mul-
tiple case study approach focused on Indian Fin-
tech SMEs. Aside from aiding theory develop-
ment (Eisenhardt, 1989; Yin, 2009), this approach
allowed us to engage in a comparative analysis
(Eisenhardt and Graebner, 2007) and thereby gain
a deep understanding of the role of executive and
non-executive directors in facilitating SMEs’ inter-
nationalization. Specifically, their role in helping
offset liability of foreignness and potential impacts
of PD (Child, Ng and Wong, 2002; Safari and
Chetty, 2019). Moreover, a case study approach al-
lowed us to capture board of directors’ cognition
related to distance and its impact on pre- and post-
internationalization processes (Pratt, 2009).

Research context

We selected Indian Fintech firms because, first,
Fintech is one of the fastest-growing, most dy-
namic and innovative industries (Ernst & Young,
2019). It is expected to be valued at $191,840.2 mil-
lion by year-end 2025 and has had a compound an-
nual growth rate (CAGR) of over 10.2% (TBRC,
2020). Global adoption of Fintech services has
also demonstrated strong upward growth, from
16%1in 2015 to 64%in 2019 (Ernst & Young, 2019).

Second, India is one of the fastest-growing Fin-
tech markets in the world in terms of both in-
vestment and number of startups (PwC, 2019). In
2019 India was ranked joint top in Fintech adop-
tion rate with China (Ernst & Young, 2019), and
the market is estimated to reach $140 billion by
2023 (Mankotia, 2020). In terms of Fintech focus,
innovation in payments systems has been at the
forefront of India’s digital revolution (PwC, 2019).
Digital payments were valued at $65 billion in 2019
and are expected to grow at a CAGR of 20% un-
til 2023. Apart from digital payments, significant
growth is predicted in related areas, including arti-
ficial intelligence (AI), blockchain technology and
the Internet of Things (IoT) (PwC, 2019).

Third, despite its global emergence, the Indian
Fintech sector is still in an embryonic stage. 64%
of Indian Fintech firms were founded after 2014,
and the median number of firm employees is 14
(IFOR, 2018). About 60% of industry profession-
als are under 40 years old, and possess less than
5 years of work experience. Interestingly, 90% of
them have a STEM background (IFOR, 2018). A
major driver of the emergence of the Indian Fin-
tech sector is the country’s robust and dynamic
Fintech ecosystem and associated supportive reg-
ulatory policies. These offer an ideal platform for
innovative startups to quickly build technological
and entrepreneurial capabilities and scale up their
businesses (KPMG, 2016; Medici, 2019b).

In terms of worldwide trends, global Fintech
deal activities accelerated over 2019 as firms in-
creasingly collaborated internationally in order
to expand operations and learn about country-
specific Fintech environments (Deloitte, 2020;
Medici, 2019a). Among other things, liability of
smallness, newness, limitations in product/service
offerings and the burdens of regulatory compli-
ance are key factors hindering international expan-
sion (Medici, 2019a).
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Recent studies indicate that COVID-19 may cre-
ate additional opportunities for new digital fi-
nancial services in an increasingly digitized world
(Zachariadis, Ozcan and Dingkol, 2020). Al-
though the immediate situation may lead to de-
creased investment and declines in ‘payment busi-
nesses’ (McKinsey, 2020), the situation may also
offer unique advantages for dynamic and flexible
Fintech firms which can leverage capabilities to
provide innovative financial service solutions that
increase customers’ financial wellbeing (Deloitte,
2020). For instance, Fintech firms with expertise
in blockchain technology, Al and the IoT may
be able to rapidly create and deliver innovative
service solutions in credit, personal finance man-
agement, bank-tech, insure-tech and property-tech
(Deloitte, 2020). Technological expertise, innova-
tive thinking and agility may therefore enable
the internationalization of Indian Fintech firms
(PWC, 2019). However, a lack of financial services
and global industry regulations-related knowledge
may hinder internationalization efforts. Addition-
ally, such firms face higher PD while expanding
into foreign markets, given their weak resource
base and extreme institutional setting.

Sample selection

Given the exploratory and under-explored nature
of the topic, we employed the following criteria
in selecting case SMEs. (1) To establish relevance,
we only conducted interviews with directors in-
volved in pre- and post-internationalization deci-
sions, and who could respond based on personal
experience. (2) Selected directors were either ex-
ecutive or non-executive directors from the home
country and relevant foreign subsidiaries. (3) To
explore the impact of PD on initial and post-
internationalization phases, we only selected firms
with multiple clients and/or those that had en-
tered multiple countries. (4) Following Eisenhardt
and Graebner’s (2007) direction regarding theory
building, we selected cases in order to balance re-
quirements for comparability with a need to ‘max-
imize opportunities to discover variation’ (Strauss
and Corbin, 1997: 201) and advance the recogni-
tion of main construct patterns and relationships.

Our final sample consisted of nine Indian Fin-
tech SMEs founded between 2012-2017 which in-
ternationalized either from inception or within 1
year. All provide technology solutions to finance
and banking-sector firms. In terms of turnover,

P. Puthusserry et al.

all belong to the European classification of micro-
enterprises (< €2 million) and, if we consider total
employees, all except Case (firm) 6 can be catego-
rized as small enterprises (< 50).

There were some important and interesting dif-
ferences between case firms, including in the di-
versity of board members’ backgrounds — such
as extent of industry and international experience
— as well as cross-sectional variation in firms’ in-
ternational commitments. To illustrate, while four
(out of nine) firms were 100% export-oriented,
Cases 3 and 9 were mainly domestically focused
with strong international orientations. Thus, our
sampling was purposeful (Ghauri, Gronhaug and
Strange, 2020). As Eisenhardt (1989) noted, these
measures reduce the potential impact of a retro-
spective approach. Table 1 provides an overview of
our case firms.

Data sources

We utilized several data sources: (1) in-depth semi-
structured interviews with 18 board directors and
founding managers of the nine Fintech SMEs;* (2)
interviews with two industry experts; (3) internal
archival materials including company background
data, clients’ presentation documents, business
plans, cultural training documents and directors’
LinkedIn profiles; (4) industry reports and site vis-
its. Using these various sources facilitated triangu-
lation and increased the accuracy of data and find-
ings (McDonald and Eisenhardt, 2020). Finally,
site visits (to six firms) helped enhance internal va-
lidity by offering insight into the behaviours of di-
rectors involved in internationalization-related de-
cisions (Cohen, Bingham and Hallen, 2019: §18).

We conducted 18 face-to-face semi-structured
interviews in English, lasting 30-45 minutes each.
Twelve of these were conducted at respondents’
premises between 2018 and 2019. However, due
to COVID-19 restrictions, six were subsequently
conducted digitally face-to-face over Skype and
Zoom. Given the COVID-19 pandemic, it is im-
portant to recognize the benefits of such tech-
nologies in data collection. Following Cohen,
Bingham and Hallen (2019), we adopted strict

“Guidelines for qualitative studies recommend between
six and eight interviews in the case of a homogeneous
population (Fintech firms) (Kuzel, 1992) and 12-20 par-
ticipants in the case of a heterogeneous population (Saun-
ders and Townsend, 2016).
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Transnational (2)
Domestic (6)

Singapore, Korea, Japan,

Qatar, UAE
1-UK

18 180,000 80% 2015 2016 UK
30 100,000 Thailand

Technology solutions

Case 4
Case 5

6 — Thailand, UK, Australia,

2013 2015

70%

Travel insurance solution

Spain, USA, UAE
2 - UK, UAE

1-UK

Transnational (2)

UK
UK

100% 2014 2014
Germany

100%
100%

42,000
500,000

900,000

Payment app

Case 6

Transnational (2)

2017

2017

16
30

Technology management
Payment gateway

Case 7

Transnational (4)

4 — Germany, Belgium, Italy,

2015

2015

Case 8

Spain
5 — Turkey, Mexico, UAE,

Domestic (3)

Turkey

55,000 30% 2017 2018

10

IoT

Case 9

USA, Germany

procedures to reduce potential bias.’> Table 2 pro-
vides an overview of the interviews and archival
materials used.

We adopted a general interview guide approach
(Patton, 1990) for each interviewee, which pro-
vided a core structure to alleviate validity concerns
associated with collecting data across cases (Miles
and Huberman, 1994). The approach also allowed
an element of freedom and storytelling, whereby
directors could reflect on personal international-
ization journeys (see Appendix 1 in the online Sup-
porting Information). To triangulate and further
enrich the semi-structured interviews, we gathered
internal archival data from multiple sources (see
Appendix 2 in the online Supporting Information).

Data analysis

Following established case-based research meth-
ods, we analysed the data in several stages
(Eisenhardt and Graebner, 2007; Yin, 2009). We
began by analysing industry reports to build a
narrative of the Fintech industry — worldwide
and then in India to understand the context.
Next, we synthesized company-level data into
separate case histories. The cases helped iden-
tify directors’ perceptions regarding PD challenges
and how they coped with these during pre- and
post-internationalization phases. Consistent with
prior literature, PD challenges were categorized
at country, business and individual levels (Safari
and Chetty, 2019). Following Child, Rodrigues
and Frynas (2009), we categorized PD coping
methods as bridging and ad hoc. To facilitate
within-case analysis (Eisenhardt, 1989), secondary
sources (e.g. company background and cultural
training materials) were combined with interview
transcripts to build descriptive narratives around

SRespondents were informed about confidentiality and
anonymity issues to improve the integrity of responses.
In six cases we included respondents from both head of-
fices and foreign subsidiaries with transnational boards,
while in the remaining three cases we included executive
founder directors and an advisory non-executive director.
Identifying and accessing founder directors for research
studies is challenging (Blackburn and Kovalainen, 2009),
yet their reflections — based on personal experiences — help
increase the validity of findings (Nummela et al., 2014).
All interviews were audio-recorded and transcribed ver-
batim, which facilitated the analysis of narratives emerg-
ing from each interview. Finally, each interview was ini-
tially analysed by two study authors before being checked
by the remainder to ensure accuracy.
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each case. Following our study aims, we first
captured SMEs’ multilevel PD challenges during
pre- and post-internationalization phases by la-
belling them as country, business or individual-
level distances. We then identified emerging pat-
terns related to PD coping approaches at each
internationalization phase — categorizing whether
executive or non-executive directors helped. This
resulted in several key themes within each case.
Next, using an abductive approach (Dubois and
Gadde, 2002; Gyongyi and Karen, 2005), we con-
ducted cross-case analysis (Miles and Huberman,
1994) to identify common themes and constructs.
This was an iterative approach, whereby cases were
analysed separately by all authors who then came
together to compare within-case and across-case
themes (Sinkovics, Penz and Ghauri, 2008). Vari-
ations in interpretations were resolved through
further discussions with all authors. This process
enhanced the reliability and validity of the find-
ings (Sinkovics, Penz and Ghauri, 2008). Tables 3a
and 3b provide an overview of the data structure.

Findings

In this section, we report how Indian Fintech SME
directors leverage their social and human capital
to address PD challenges during pre- and post-
internationalization phases.

Psychic distance and the role of directors during
pre-internationalization phase

Directors reported that both country and
business-level PD challenges impacted the pre-
internationalization phase. Breadth of directors’
social and human capital dimensions was identi-
fied as important in helping bridge PD impact at
this stage.

Human capital heterogeneity of directors. Direc-
tors’ prior international and industry experiences
helped SMEs comprehend institutional and
governance differences between home and host
markets. Additionally, they helped mitigate po-
tential challenges arising from such differences,
which could negatively affect emerging market
Fintech SMEs’ internationalization efforts, given
the weak support they receive from home gov-
ernments. Specifically, it was highlighted as a
critical bridging mechanism during initial phases
of internationalization.

As shown in Table 4, the UK-based CEO of
Case 4 inferred that his prior experience was instru-
mental in learning about data protection (GDPR)
challenges in the UK market. Additionally, and
consistent with an important role for human
capital, directors’ educational backgrounds and
prior work experience were found complementary
in helping overcome specific business challenges
during initial internationalization phases. This is
demonstrated in the responses of both UK and In-
dian directors in Cases 7 and 9.

Although knowledge provided to firms through
directors’ prior experience and education (congen-
ital knowledge) represented important sources for
bridging differences between home and host mar-
kets, directors of several SMEs disclosed that they
adopt an intentional and systematic approach to
developing first-hand experience through indirect
internationalization (experiential learning) (Hu-
ber, 1991) in order to address PD. For example,
one senior executive, who coordinates small firms
for big banking projects requiring several software
solutions (system integrator), made the point that
regulatory differences are especially challenging
for small startups from weak and evolving insti-
tutional environments — such as those observed in
emerging markets. This infers that board directors’
knowledge of host markets and business segments
is crucial in mitigating such challenges.

Responses also revealed, similar to Huber’s
(1991) ‘grafting’, that firms co-opt experienced
non-executive directors and/or consultants to
boards when they lack prior experience and net-
works to deal with foreign clients and other institu-
tional related differences. In such cases, specialists,
including accountants, lawyers, industry experts
and consultants, were selected as non-executive di-
rectors, primarily to augment the expertise and ex-
perience of executive directors. This was indicated
in the response by a non-executive director of
Case 3.

Network heterogeneity of directors. The re-
sponses revealed that having directors with diverse
networks in different markets and industries
helped internationalizing SMEs understand the
impacts of differences in culture, language, tech-
nological development, infrastructure, political
and legal systems. For example, this is highlighted
in the response by the managing director of
Case 1.
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Directors felt that although international ex-
perience encouraged learning about cultural dif-
ferences, the main benefits were opportunities to
develop network relationships in foreign markets.
Interactions with network associates appeared to
strengthen knowledge connections and facilitated
vicarious learning of acquired second-hand ex-
perience through interacting and observing the
approaches and strategies of each other (Hu-
ber, 1991; Puthusserry, Khan, Knight and Miller,
2020). Directors’ network relationships also facil-
itated acquisition of experts’ tacit knowledge to
overcome knowledge gaps (grafting) and mitigate
PD. This is emphasized in the response by the UK-
based CEO of Case 7. These findings support ob-
servations by Blomkvist and Drogendijk (2013),
who found that managers’ prior experiences are
important in overcoming PD.

Furthermore, board network heterogeneity aug-
mented vicarious learning and offered a distinc-
tive capability to identify and mitigate specific
business-related challenges, including customer re-
quirements, market trends, competition and tech-
nological developments (as indicated by the In-
dian director of Case 6). This is consistent with
Puthusserry, Child and Rodrigues’ (2014) study
on the PD coping strategies of British and Indian
partner SMEs.

Psychic distance and the role of directors during
post-internationalization phase

Major challenges for Indian Fintech SMEs at the
post-internationalization stage included business
and individual-level (company-specific) PD, stem-
ming from differences in the legal and language
systems of host markets. Directors indicated that
their prior experiences and networks specific to
particular host markets, industry and businesses
were important in mitigating PD.

In Table 5 we provide qualitative evidence fur-
ther detailing the role of boards in mitigating PD
during the post-entry phase.

Homogeneous industrylmarket-specific human capi-
tal. Directors’ human capital, including prior in-
dustry and market experiences, educational back-
ground and expertise, were identified as critical
in meeting post-entry-related PD challenges. Par-
ticularly, prior experience was found to improve
the quality of directors’ decision-making regard-
ing PD coping mechanisms. Experience of specific

markets was vital in understanding customer re-
quirements and behaviour. This is consistent with
Child et al.’s (2017) observation that prior expe-
rience is a key learning component because it fa-
cilitates SMEs’ internationalization and improves
performance. This is further confirmed by the re-
sponses of both Indian and United Arab Emirates
(UAE) directors in Case 2.

Directors’ host market and/or industry-specific
experiences (congenital knowledge) were always
valuable in helping firms select appropriate PD
coping mechanisms. This supports the view that
congenital knowledge enhances directors’ inter-
national entrepreneurial orientation (Puthusserry,
Khan, Knight and Miller, 2020), thereby pro-
moting more proactive self-learning approaches
(experiential learning) — important for post-
internationalization performance. The UK-based
CEO of Case 4 reported that he learned about the
challenges of GDPR over time through his experi-
ence of dealing with it.

Responses revealed that directors’ experien-
tial learning was valuable in addressing business-
specific post-entry PD challenges. These included
ad-hoc approaches seemingly most relevant to
more turbulent and ‘extreme’ institutional en-
vironments, including ‘side-stepping’ regulations
and/or legislation, using alternative communica-
tion mechanisms or accepting payments in ad-
vance or in instalments. This is illustrated in the
response of the UAE-based director in Case 1.

Responses also showed that transnational di-
rectors offer formal training to newer SME man-
agers and employees who lack international ex-
perience. The review of training documents re-
vealed that post-internationalization training was
mostly focused on company or business and
individual-level issues, including communication
protocols, and how to address client queries and re-
quirements, cultural etiquette and other business-
specific issues. This was highlighted in the response
of a German-based director and ethnic Indian
(Case 8).

Homogeneous industrylmarket-specific network
of directors. Directors’ market and industry-
specific network relationships helped understand
specific mechanisms to mitigate PD at the post-
internationalization phase. The interviewees
suggested that developing personal trust-based re-
lationships with key stakeholders in host markets
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facilitates experiential learning and is important
to bridge post-entry PD challenges.

As previously indicated, the Indian Fintech in-
dustry is in its embryonic stage and faces chal-
lenges of ‘liability of newness’ and ‘liability of
smallness’. The interviews with directors indicated
that direct personal interactions with partners or
clients were imperative for young Indian Fintech
executives, since many lacked the prior interna-
tional business experience needed to navigate inter-
nationalization challenges. For instance, this was
highlighted by the UK-based CEO of Case 7. Re-
sponses also indicated that trust-based personal
relationships and/or social networks in host mar-
kets facilitated experiential learning and helped
firms mitigate potential institutional impacts on
business.

Discussion and conclusion

What constitutes effective corporate governance
continues to be an important yet divisive question.
Extant research suggests that a one-size-fits-all
approach is unlikely to be effective, given the sub-
stantial heterogeneity that exists between, for ex-
ample, industries, countries and even firms oper-
ating in the same institutional environments (La
Porta et al., 1998). However, and irrespective of
institutional setting, an important aspect of cor-
porate governance relates to the role of boards of
directors. Boards of directors are widely thought
to contribute to firm governance and performance
through ‘monitoring’ and ‘advising’ (of manage-
ment) (Adams and Ferreira, 2007; Linck, Netter
and Yang, 2008). In this way, the composition and
backgrounds of boards matters.

In this paper, we consider the role of boards of
directors in overcoming key challenges associated
with internationalization, particularly in mitigat-
ing PD. Our empirical setting, the Indian Fintech
sector, which is characterized by innovative star-
tups, is experiencing dramatic and rapid growth —
even when benchmarked against worldwide trends.
Thus, our novel study setting allows us to explore
how boards contribute to SMEs’ internationaliza-
tion efforts under conditions of extreme home-
country institutional environment and in a dy-
namic and competitive industry. More specifically,
how board-level human and social capital com-
bine to address multilevel PD challenges associ-
ated with the different stages of the international-

ization process (e.g. Safari and Chetty, 2019). Un-
til now, this aspect has been little explored and not
well understood (cf. Gonzalez, 2019a).

We contribute firm-level evidence regarding
how board of directors’ human and social capi-
tal helps mitigate multilevel PD during pre- and
post-internationalization stages of Indian Fintech
SMEs (Pratt, 2009). Only a handful of prior stud-
ies have examined how internationalizing SMEs
from emerging markets mitigate the impact of
PD (e.g. Puthusserry, Child and Rodrigues, 2014;
Yan, Hu and Liu, 2020). Existing studies mainly
focus on understanding managers’ perceptions
towards individual-level PD and/or how interac-
tions with home-country formal and informal in-
stitutions mitigate PD and facilitate international
market selection (cf. Yan, Hu and Liu, 2020).
Moreover, the aforementioned studies have largely
ignored the vital role of boards in mitigating PD
during pre- and post-internationalization stages.
Thus, the current study contributes valuable and
timely insights on the role of boards in mitigating
PD. For example, we add to the corporate gover-
nance and board of directors literature with regard
to the specific mechanisms through which SME
boards can contribute positively to firm outcomes.
Moreover, by connecting these different streams
of literature with the research stream on PD, we
establish an important role for boards and direc-
tors in mitigating PD for internationalizing small
firms, originating from weaker and inefficient in-
stitutional settings typical of emerging markets.
Figure 1 provides an overview of the theoretical
model we developed through this study.

Our main findings reveal that boards provide
important network-level resources and knowl-
edge about foreign markets, which assist inter-
nationalizing emerging market SMEs in mitigat-
ing PD. Furthermore, the findings demonstrate
that directors’ human and social capital dimen-
sions are instrumental in coping with PD at both
pre- and post-entry stages, but their relative im-
portance varies by stage. Specifically, at the pre-
entry phase, breadth of human and social capi-
tal, and particularly the extent of directors’ prior
international and industry experience, board in-
terlocks and prior connections, were found to be
most valuable (Haynes and Hillman, 2010). With
breadth of human capital facilitating experiential
and congenital learning and heterogeneity in so-
cial capital supporting vicarious learning (Huber,
1991; Puthusserry, Khan, Knight and Miller, 2020;
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Figure 1. Psychic distance challenges and mitigation approaches of Fintech SMEs

Tuschke, Sanders and Hernandez, 2014). More-
over, directors’ human and social capital hetero-
geneity was identified as helping facilitate knowl-
edge acquisition that was not formerly obtainable
within firms by grafting on (Huber, 1991) or co-
opting new members. However, during the post-
entry phase, transnational directors, with in-depth
industry and host market experience (human cap-
ital) and stronger trust-based host market-specific
personal relationships (i.e. those with greater social
capital depth) (Haynes and Hillman, 2010), were
found to facilitate faster experiential learning.’
These findings provide important insights to the
extant incremental stepwise approach to interna-
tionalization, where firms initially enter into close
proximate markets as a risk and uncertainty re-
duction strategy (cf. Johanson and Vahlne, 1977).
Hence, we propose:

6See Table 6 for a summary of the PD challenges and an
overview of the impact of boards’ human and social cap-
ital dimensions during pre- and post-internationalization
stages.

HI: While breadth of board capital at the pre-
entry phase facilitates congenital learning, vicar-
ious learning, experiential learning and grafting
approaches to cope with PD, depth of board cap-
ital at the post-entry phase enhances experiential
learning to mitigate PD.

Our findings also identified that the key PD
challenges during the pre-internationalization
phase were broader country and business-level
issues. This is consistent with the widely employed
macro-level operationalization of PD at country
(Ambos, Leicht-Deobald and Leinemann, 2019)
and business levels (Child, Ng and Wong, 2002;
Safari and Chetty, 2019). Our analyses suggest
that directors’ diverse network relationships and
backgrounds help address such challenges. This
supports the notion that social capital and, more
specifically, the extent of directors’ industry and
international experience (human capital) are par-
ticularly valuable for internationalizing emerging
market SMEs, in terms of reducing transaction
costs and uncertainties associated with foreign
markets (Hillman and Dalziel, 2003). Moreover, it
infers that breadth of board capital is important in
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Individual level: partner/customer background,

attitude, behaviour
Depth of board capital — mainly achieved through

experiential knowledge (e.g. transnational board or
trust-based relationships)

Post-entry
Business level: business practice, industry norms, ethical
practices

Stages of internationalization

Pre-entry

Business level: business practices, customer

requirements, bureaucracies
Breadth of board capital — achieved through prior

Country level: culture, language, infrastructure, legal
and regulatory differences

Table 6. Psychic distance challenges and stages of internationalization

Board capital (Haynes and

PD challenges

international experience, network and co-optation

Hillman, 2010)(coping

approaches)

o Social capital heterogeneity of BoDs — board

e Homogeneity of BoDs’ human capital (industry

interlock

experience, educational background, prior

industry/host market experience)

Vicarious learning & grafting

[e]

e Human capital heterogeneity of BoDs —

Experiential learning

o]

occupational heterogeneity

o Homogeneity of BoDs’ social capital (industry or

Congenital and experiential learning & grafting

o

host market interlocks — trust/personal ties)

Experiential learning

(o]

bridging PD  challenges at the pre-
internationalization phase. These findings are
also consistent with Yan, Hu and Liu (2020) who,
although they do not focus on boards, demon-
strate that formal (government support) and
informal institutional (e.g. guanxi and political)
ties play key roles in overcoming PD during the
initial international market selection of Chinese
SMEs. Hence:

H2: Breadth of board capital mitigates the effects
of business and country-level PD through bridg-
ing mechanisms in the pre-internationalization
stage.

In contrast, business and individual micro-
level issues were found to dominate at the post-
internationalization phase (O’Grady and Lane,
1996; Safari and Chetty, 2019). Micro-level issues
are especially relevant in the case of rapidly inter-
nationalizing SMEs, who increasingly require ad-
ditional resources and who proactively seek out
new opportunities (Nordman and Tolstoy, 2014).
The international success of our case firms seemed
mainly driven by decision-makers’ ability to per-
ceive and react to the impact of distance, and
subsequently by their firms’ ability to adapt ap-
proaches and strategies to address business-related
challenges in host markets (Dinner, Kushwaha and
Steenkamp, 2019). The SMEs adopted an idiosyn-
cratic learning approach (Nordman and Tolstoy,
2014), mainly facilitated by directors’ human and
social capital relevant to host-country operations
and by avoiding ‘liabilities of outsidership’ (Jo-
hanson and Vahlne, 2009). Our findings also in-
ferred that executive directors with direct involve-
ment in internationalization activities tended to
exert stronger influence, and that their depth of
board capital was especially important for coping
with post-entry PD challenges. Thus:

H3: Depth of board capital mitigates business and
individual-level PD through ad-hoc and bridg-
ing mechanisms in the post-internationalization
stage.

We observed that the coping strategies adopted
by Fintechs also varied between pre- and post-
internationalization phases. Breadth of directors’
human and social capital at the pre-entry phase
acted as the prominent PD bridging mechanism
since it allowed firms to access tacit knowledge
related to host markets and reduce transaction
costs (Child, Rodrigues and Frynas, 2009). As
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identified in the boundary-spanning literature, di-
rectors with prior international experience and
exposure (human capital) assume a boundary-
spanning role and facilitate learning and the de-
velopment of bridging ties in host markets (Kane
and Levina, 2017; Roberts and Beamish, 2017).
At the post-entry phase, depth of board capital
and experiential learning not only helped bridge
the potential impact of PD, but also gave directors
confidence to adopt ad-hoc and practical ways to
alleviate transaction costs when they struggled
to cope using bridging mechanisms (Child, Ro-
drigues and Frynas, 2009; Puthusserry, Child and
Rodrigues, 2014). Therefore, we posit:

H4: While breadth of board capital and various
learning approaches facilitate PD bridging mech-
anisms, depth of board capital and experien-
tial learning allows directors to choose between
bridging and ad-hoc coping mechanisms.

Practical and policy implications

The findings of this study have several managerial
implications. First, they demonstrate the value of
boards to managers of internationalizing emerging
market SMEs (i.e. by contributing tacit and experi-
ential knowledge about foreign markets, which fa-
cilitates market entry). Second, they suggest that
managers may benefit from exploring opportuni-
ties to join boards of other firms in order to ob-
tain valuable knowledge and develop social ties.
Third, they imply that SME managers should uti-
lize wider industry knowledge and experience to
mitigate PD while expanding into foreign mar-
kets (cf. Blomkvist and Drogendijk, 2013). Finally,
since we demonstrate the importance of boards in
facilitating SMEs’ internationalization efforts, our
findings suggest policymakers should encourage
the formation of boards with diverse experience to
help SMEs navigate external PD challenges.

Limitations and future research

Despite the implications and contributions of this
study, it has several limitations that future stud-
ies should pay greater attention to. First, since
the theories proposed in this study are based on
multiple case studies (nine Fintech firms from the
emerging market — India), using a survey, longitu-
dinal or archival data, future research could ex-
tend and broaden the scholarly insights of this

P. Puthusserry et al.

study by formally testing the extent to which the
breadth and depth of board human capital and
social capital moderate the country, business and
individual-level effects of PD at pre- and post-
internationalization phases. These studies could ei-
ther focus on emerging market contexts or com-
pare the Fintech firms in emerging and developed
market contexts. Second, our study focused on a
relatively smaller number of cases drawn from one
key emerging sector operating in an extreme insti-
tutional environment. Hence, future studies may
wish to expand our focus to other sectors such
as energy, biotech, legal and professional services
in fast-growing emerging markets. Third, our fo-
cus was on the role of boards in mitigating PD,
yet other aspects of distance — such as institu-
tional distance — likely matter. Future studies could
explore the diverse roles of boards in mitigating
external challenges. Fourth, it may be interesting
for research to examine the impact of dual board
structures, potential ‘bright’ and ‘dark’ sides, on
internationalization and performance. Fifth, there
are other challenges and risks besides PD — such
as the global risk and crisis caused by the COVID-
19 pandemic — therefore, it would be interesting
to examine the role of boards to aid the navi-
gation and implementation of strategic responses
to such crises. Finally, we recommend that future
research devotes greater attention to the role of
boards in affecting post-entry performance, speed
and degree of internationalization, and diversifica-
tion strategies adopted by rapidly internationaliz-
ing emerging market SMEs.
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