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Technology Innovation Management Review

Conceptualizing Innovation in Born-Global Firms

Erik Zijdemans and Stoyan Tanev

€€ It has been said that arguing against globalization is like »”
arguing against the laws of gravity.
Kofi Annan
Diplomat and Nobel Laureate

This article summarizes the insights from a systematic study of the research literature focus-
ing on the innovation aspects of born global firms — ventures that were launched to exploit
a global niche from the earliest days of their operations. The authors provide a snapshot of
opinions on the different aspects of innovation in the way they were conceptualized in the
academic literature. The insights are based on a selection of 32 peer-reviewed journal art-
icles addressing the different challenges associated with early internationalization and in-
novation in such ventures. The article emphasizes that the early internationalization of new
ventures should be considered as an innovation process in itself and that innovation and in-
ternationalization have a positive effect on each other. In addition, it points out the role of
knowledge acquisition and networking capabilities as key innovation enablers and refers to
the emergence of the lean startup perspective on the innovation processes in born global
firms. The suggested insights will be relevant to researchers and practitioners interested in
the relationship between early internationalization and innovation in international new
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ventures and lean global startups.

Introduction

According to Knight and Cavusgil (2004), the early inter-
nationalization of a firm and its potential success in a
foreign market are functions of its internal capabilities.
The superior ability of certain firms to sustain innova-
tion leads to new knowledge creation, which enables
the development of organizational capabilities that res-
ult in superior performance, particularly in highly com-
petitive environments. On the other hand, innovation
results from various sources, such as internal R&D and
imitation of the innovations of other firms. R&D in par-
ticular supports the opening of new markets and the re-
invention of firm’s operations in a way that enables the
firm to better serve those new markets. The innovative-
ness of such firms includes the masterful leveraging of
knowledge and organizational capabilities despite
scarce financial, human, and tangible resources. Knight
and Cavusgil (2004) provide evidence that born-global
firms are inherently entrepreneurial and innovative
firms, displaying a specific pattern of knowledge and
capability management that engenders early interna-
tionalization and sustainable, superior performance in
foreign markets.

www.timreview.ca

In what follows, we will focus on the different aspects of
innovation in the way it was conceptualized within the
context of international new ventures and born-global
firms. We used the Web of Knowledge academic re-
search database to identify 32 peer-reviewed journal
articles in the fields of business and management that
discuss the challenges associated with early internation-
alization and innovation in such firms. The articles
were selected by looking simultaneously for two
keywords: “born-global firm” and “innovation”. The un-
derlying assumption is that the distinctive characterist-
ics of such firms affect the way innovation is being
conceptualized within their specific context. We start
with the realization that the act of internationalization,
and especially early internationalization, is an innovat-
ive act in itself. The next point focuses on the interrela-
tion between internationalization and other types of
innovation where particular attention is paid to the in-
novativeness of firms as a prerequisite for their commit-
ment to a born-global way of internationalization. The
next step in the discussion emphasizes the importance
of two key innovation resources for born-global firms:
knowledge and networking capabilities. Finally, we
refer to the lean startup approach as one of the ways
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that could accelerate the early internationalization of
startups.

Internationalization as an Innovative Act

While a large number of researchers have shown in-
terest in the innovativeness of born-global firms or in-
ternational new ventures, Jones and Coviello (2005)
suggest that even the establishment of an existing busi-
ness mode in a country new to the firm is a clear evid-
ence for the existence of special innovative capabilities.
Born-global firms are particularly innovative in this re-
gard (Knight & Cavusgil, 2004). The early international-
ization is stimulated by a strong innovation culture and
interest to pursue international markets.

According to Afuah (2003), an innovation could be clas-
sified as incremental or radical depending on the extent
to which it impacts a firm's capabilities. This is usually
referred to as the organizational view of classifying in-
novations. In this view, an innovation is said to be radic-
al if the knowledge required to exploit it is very different
from knowledge that is available within the firm. In in-
cremental innovations the knowledge required to devel-
op a product builds on existing knowledge. Jones and
Coviello (2005) suggest that internationalization as an
innovative process can be also characterized as either
radical or incremental depending on the geographic
and cultural proximity to the domestic market. Interna-
tionalization as an incremental innovation is defined as
the expansion to neighbouring countries or markets
with only slight differences, which is in line with the tra-
ditional Uppsala model (Johanson & Vahlne, 1977),
where firms acquire market knowledge of the domestic
market before gradually moving to foreign markets that
are culturally or geographically close. Internationaliza-
tion as a radical innovation is defined as expansion to
markets that are significantly different from the domest-
ic market in regards to cultural and geographic qualit-
ies. According to this analogy, the internationalization
of born-global firms is a radical innovation.

Innovation as a Result or as a Stimulus of In-
ternationalization

Although numerous researchers suggest a close rela-
tionship between innovativeness and internationaliza-
tion, a debate exists as to which is the cause and which
is the effect. For example, Ramos Acedo, and Gonzalez
(2011) suggest that the tendency to export is positively
influenced by technical innovation. This is also acknow-
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ledged by Baronchelli and Cassia (2014), who describe
that investments in product innovation accelerate the
internationalization process of born-global firms. Ac-
cording to them, born-global firms have a higher level
of innovativeness and innovation skills that they use to
compete successfully, which in turn allows them to be
more successful in penetrating new markets. The result
is higher foreign sales relative to total revenues when
the company commercializes an innovative product
abroad. Knight and Cavusgil (2004) and Ramos and col-
leagues (2011) agree that innovative firms international-
ize more rapidly as compared to other companies. In
other words, the innovation culture of an organization
and its proclivity to pursue international markets influ-
ence its internationalization speed.

On the other hand, there are scholars who view a firm’s
innovativeness as one of the outcomes of early interna-
tionalization. In other words, innovativeness, know-
ledge, and capabilities that increase the new venture’s
probability for growth and for success in foreign mar-
kets are gained through the process of internationaliza-
tion. Hessels and Van Stel (2011) suggest that exporting
new ventures develop completely new human capital
and innovation management skills through the export
activities themselves. Therefore, exporting new ven-
tures will have a better chance of pursuing new market
opportunities and commercializing new ideas. Such
firms will be even more conducive to innovation as
compared to the majority of domestically operating
new ventures.

It seems that the polarity of the two different streams
might be smoothed out if one goes beyond the classical
way of seeing entrepreneurship as a rational, strategic
process where opportunities are discovered through a
well-planned search process. Many researchers started
seeing entrepreneurship as a process of effectuation in-
stead (Sarasvathy, 2001). Effectuation means that entre-
preneurs start with a generalized idea and then attempt
to work towards that idea using the resources they have
at their immediate disposal. The strategy of a new firm
is not clearly envisioned at the beginning, and the en-
trepreneurs and firms that use an effectuation pro-
cesses can to a large extent remain flexible, take
advantage of new ideas and opportunities as they arise,
and constantly be learning (Perry et al., 2012). Under
such circumstances, we can see the processes of innov-
ation and internationalization as closely interlinked,
and the search for an explicit causal relationship be-
comes irrelevant.
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The Role of Innovation in the Emergence of a
Born-Global Firm

Innovation plays a significant role in the emergence of
the born-global firm. Laanti and colleagues (2007) even
suggest that the main innovation is often developed pri-
or to the establishment of such companies and is the
reason why they were established in the first place.
After the foundation of the company, innovation will
keep playing a central role, regardless of the nature of
the industry in which the firm competes. The presence
of born-global firms in different industry sectors, high
tech, low tech, or non tech, suggests that they must be
innovative in all areas of value creation, both technolo-
gical and non-technological (Weerawardena et al.,
2007).

The early internationalization of born-global firms af-
fects their innovativeness in terms of the emergence
and implementation of their specific marketing
strategies (Hallback & Gabrielsson, 2013). It is crucial
that the firm is able to innovate, adapt, or reinvent its
marketing strategies to suit the local markets, so that
they can compete against incumbents in multiple for-
eign countries. According to Kocak and Cavusgil (2009),
the firm’s competitive advantage in the foreign market
is maintained with the use of specific isolation mechan-
isms. An isolation mechanism is a way for a firm to isol-
ate itself from competitors on one or more levels. One
of the ways to build an isolation mechanism is innova-
tion. In turn, knowledge acquisition and networking
capabilities are essential in acquiring competitive ad-
vantage through innovation.

Knowledge as a Key Innovation Resource

Both Tolstoy (2009) and Prashantham and Young
(2011) agree that innovative behaviour is driven by
knowledge combination, an approach that is supported
by entrepreneurship theory and practice. Entrepreneur-
ship theory builds on the idea that different individuals
know different things, which makes the combination of
knowledge essential for opening up new opportunities.
Especially the combination of market knowledge and
technological knowledge is important to firms in
achieving innovation and competitive advantage
(Prashantham & Young, 2011). Therefore, top manage-
ment has a key role in providing opportunities for em-
ployees from different functions and different
departments (and sometimes even from other compan-
ies) to share and combine knowledge, for example
through the reinforcement of organizational cohesive-
ness and collective goals.
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The knowledge-based view regards knowledge as the
most important resource and firms as superior to indi-
viduals in creating knowledge (Tolstoy, 2009). Know-
ledge creation can be either gradual or radical
depending on its degree of impact on a firm's capabilit-
ies. Presutti, Boari, and Fratocchi (2007) suggest that
the knowledge acquired from foreign business relation-
ships positively influences foreign development of high-
tech startups. The knowledge acquired through the net-
work ties emerging between a globally present high-
tech startup and its primary foreign customers can be
exploited for both economic and innovative outcomes.
In this way, knowledge acquisition from foreign cus-
tomers is an important mechanism for the innovative
effort of high-tech startups aiming to engage in collab-
orative R&D activities abroad.

The Innovative Role of Networking
Capabilities

It was already pointed out that the acquisition and man-
agement of knowledge is frequently identified as an im-
portant antecedent of innovation. On the other hand,
knowledge-development capabilities are directly re-
lated to the capacity of the firm to apprehend and use
the relation among different informational factors to
achieve their intended goals (Autio et al., 2000). Accord-
ing to Mort and Weerawardena (2006), the innovative-
ness of born-global firms is, among other things,
expressed in their ability to develop networking capabil-
ities in order to overcome their scarce tangible re-
sources. One could argue, therefore, that the innovative
behaviour of international entrepreneurial firms is stim-
ulated by the degree of their engagement in networks
(Tolstoy, 2009). There is a dialectical relation between
networks and innovation, where network structure is
shaped by innovations while the network structure con-
tributes to firms’ ability to innovate (Tolstoy, 2010).

Scholars agree that the emergence of born-global firms
is not limited to the technology domain. Technology-
driven born globals, however, manifest a stronger tend-
ency towards the formation of open innovation net-
works. Blomgqvist and colleagues (2008) explain that
fast technological change and the need to innovate un-
der limited resources and time pressure shape the type
and the nature of the international networks born-glob-
al firms form or access. Under these circumstances, net-
works with hierarchies are not efficient enough, which
often forces the firms to engage in open innovation ini-
tiatives and networked R&D activities catering to more
flexibility, fast access to information, and high respons-
iveness. Capron and Mitchell (2010) elaborate on the lo-
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gic of collaborating with other firms to acquire new re-
sources and capabilities on the level of, for example,
R&D. They argue that, once a firm decides to go for an
external collaboration, the selection of the specific co-
operation format should depend on the nature of the
resource gap and that the choice should be made
between a purchasing contract, alliance, or acquisition
depending on the relevance of the resources, agree-
ment on resource’s value, and the desired closeness to
the resource provider.

The Lean Startup Approach to the
Management of Innovation

The lean startup approach (Blank, 2013) emphasizes
the need for quick and responsive product develop-
ment with a focus on customer feedback. The pro-
moters of this approach propose the deployment of a
minimum viable product to the market as early as pos-
sible in order to minimize the exposure of the startup to
uncertainty (Moogk, 2012). The adoption of this ap-
proach is quite natural for the uncertain environment
of technology-driven born-global firms. In fact, it was
already suggested that one should introduce the
concept of lean global startup as a way of emphasizing
the impossibility for new technology startups to deal
separately with business development, innovation, and
early internationalization (Lemminger et al., 2014). In
other words, for a newly established technology firm,
the task of being global and innovative at the same time
should be seen as one process.

The lean startup approach correlates with other frame-
works emphasizing the emergent nature of the business
environment of technology-based startups. For ex-
ample, Onetti and colleagues (2012) introduced a busi-
ness model framework for technology startups by
emphasizing the link between entrepreneurship, innov-
ation, and internationalization. The framework defines
the business model as the way a company structures its
own activities in determining the focus, the locus, and
the modus of its business, whereby the “focus” of the
business refers to the activities providing the basis for
the articulation of a specific value proposition (i.e., the
set of activities on which the company’s efforts are con-
centrated); the “locus” refers to the location or loca-
tions across which the firms resources or value-adding
activities are spread (i.e., local vs. foreign-based activit-
ies, inward-outward relationships with space, entry
modes, local embeddedness, etc.); and the “modus”
refers to the specific business approach with regards to
the internal organization and the network design (i.e.,
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insourcing and outsourcing of activities along social
and inter-organizational ties, inward-outward relation-
ships with other players, strategic alliances, etc.). This
business model framework is probably the only one to
accommodate the global allocation of resources and
the emergence of global technology markets as an expli-
cit part of the business model. Onetti’'s approach also
emphasizes that the value proposition and the revenue
model should be considered independently of the spe-
cific business activities because the value proposition
and the revenue model belong predominantly to the
strategic rather than to the operational level. Such fo-
cus on the relative independence of the value proposi-
tion could be considered as correlative to the focus on
the emergent aspects of the business model in the lean
startup approach where the emphasis is on the specific
business activities helping the emergence of a specific
value proposition and not on the business operational-
ization of a predefined value proposition.

After taking into account Onetti’s approach to business
model development of technology startups, one could
argue that, in addition to the focus on the development
of a minimum viable product, firms should focus on the
clear articulation of the locus, focus, and modus of their
businesses. The development of the minimum viable
product and the modus of the startup could be re-
garded as key drivers of early internationalization when
they push startups to find sourcing partners interna-
tionally for the required components, processes, or ser-
vices that are not within the focus of the startup itself.
Born-global firms make continuous innovation pos-
sible by linking these external value-creating actors to
the internal processes of the firm in innovative ways
(Bailetti, 2012). The adoption of the lean approach by
technology startups influences the way the company
manages its innovation processes (Tanev, 2012). The
lean startup approach (Blank, 2013) significantly
shortens the technology development cycle and time to
market as well as lowers the risk of getting the product
wrong. At the same time, it should be pointed out that
companies should manage the competitive risks that
could be associated with going to market with a
product that is only "half-baked".

Conclusion

The main goal of this article was to elaborate on the un-
derstanding of innovation in born-global firms in the
way it is was articulated in academic research journals.
The literature on born-global firms is consistent in its
conclusion that studying the sources of innovativeness
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of these companies is very important for other firms will-
ing to engage into a “born-global journey”. Although the
topic of innovativeness has been touched on by many
different authors in the literature focusing on born-glob-
al firms, it has not been addressed in an explicit and con-
textual way. This article offers a first step in this
direction in the anticipation of future studies that could
offer a more comprehensive analytical approach.
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