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Abstract:

In the last few years we witnessed an enormous tgrowthe number of firms doing abroad
since inception labelled as born globals or inteomal ventures. Extant literature on SMEs
internationalization as well as on born globalshhghts their liabilities of newness and
smallness. In order to overcome the lack of ressyrthese firms anchor their international
operations on entrepreneurs’ social networks, esibhedn embryonic stages of their life
cycles. Recognizing the relevance of personal foedirms internationalisation, in present
study we are interested on a deeper analysiscpiutiy in the roots and roles played by
those relationships. Based on four case studibgybftech born globals, the study shows how
firms use the relationships for different purposgsportunity framing; techlogical resource
developeing; market facilitating; and credibilityopision. Relationships are rooted in several
environments, especially in the academia, friemqmshbusiness relationships, most part of
them originated in entrepreneurs’ personal tiee Study also provides evidence concerning
the dynamism of such relationships, same of theolvewg from loose ties to very tight
networks.
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Co-Entrepreneurs in High-Tech Born Globals

Introduction

International entrepreneurship (IE) became verhitasble in the last decade. There was an
exponential growth of firms engaging since inceptin international markets (Knight and
Cavusgil, 2004; Rialp et al, 2005;). Such firms éndéneen assigned different labels, the most
common being international new ventures (Oviatt MuDougall, 1994) and born globals
(Rennie, 1993). They go abroad not just to seil fw@ducts and/or services but also to have
access and mobilize geographically dispersed ressutand knowledge (Dozt al, 2001;
Mathews and Zander, 2007).

Extant literature on born globals emphasises tkiewledge intensity (Almor and Hashai,
2003; Luostarinen and Gabrielsson, 2002). Thesgsftend to be more common in industries
where products and/or services have short life ecymfoducts, demanding continuous
innovation and calling for specialised and diffietd-imitate resources (Peng, 2001; Rialp
and Rialp, 2006). They usually market unique aretispised products and/or services (Oviatt
and McDougall, 1995), often anchored in leading eedgchnologies. In this vein, they
frequently follow international market niche stgits (Andersson and Wictor, 2003;
Aspelund and Moen, 2001; Mathews and Zander, 2@vatt and McDougall, 1995),
involving product differentiation (Bloodgoo@t al, 1996; McAuley, 1999; Oviatt and
McDougall, 1995) and a strong customer focus (Asp@land Moen, 2001). These allows
them to better understand customer needs as wilwse such understanding as a source for
continuous innovation.

Other key feature concerns entrepreneurs’ capabiliBorn globals are often founded by
individuals with strong scientific competences, fpssional experience, technical expertise,
and international exposure (Andersson and Wict6032 Crick and Spence, 2005; Jones,
1999; Mathews and Zander, 2007; Oviatt and McDdu8PB5). Entrepreneurs usually have
an international vision for the business (Harvarst000), often anchored in international
scientific or business practice. In fact, such eprieneurs were found to have post-graduate
education, being examples of excellence in R&D I(Be2t al, 2003; Bloodgooat al, 1996;
Burgell et al, 2001; Jones, 1999; Prleti al 2003; Sharma and Blomstermo, 2003) or to
master specific knowledge about particular indastror activities (Andersson and Wictor,
2003; Evangelista; 2003; McAuley, 1999; Sopas, 2081lich knowledge basis allows them
to design innovative products and/or services amcextreme cases, to create new global
markets. Therefore, they enjoy international contipetadvantages, which may enable them
to overcome the liabilities of foreignness and nesm As Autio (2005:15) putted,
“internationalisation may not always be an uphituggle ... it may also constitute a crucial
condition underpinning the firm’'saison d’étré.

Traditionally literature on SME internationalisationdicates, however, that carrying out
business abroad is faced with significant problé8tsnchombe, 1965). Such problems may
arise due to need of: (i) gaining specific knowkedgbout distant markets; (ii) mastering



processes to do business abroad; (iii) conquertise of customers or other actors to conduct
operations abroad; and (iv) specific resourcessavamme difficulties (Katzt al, 2003).

One of the key instruments for born globals to oespthose problems is a strong recourse to
social and business networks. Most research on globals has recognised the relevance of
personal relationships, and more specifically dibess and academic international networks
(Andersson and Wictor, 2003; Bell, 1995; Coviellmaviunro, 1995; Oviatt and McDougall,
1995; Sharma and Blomstermo, 2003; Wakkee, 20@heSauthors have even argued that
such firms anchor their strategies on a constetatif relationships (Arenius, 2002; Chetty
and Campbell-Hunt, 2004; Coviello and Munro, 1994nes, 1999).

While recognising that relationships play a de@siole in company internationalisation,
extant literature has not provided a deep analgkitheir functions, origins and strategies,
being focused on market issues, in particular hovgdrve foreign markets. The research
undertaken by Doz and Williamson (2002) and Haarnd Wheeler (2005) is an exception to
these state of affairs. This bias is also presetorn globals literature. To fill this gap, the
aim of this exploratory paper is to analyse theerof co-entrepreneurs in born globals.
Following Lindgren and Packendorff (2003), co-epteneurs are defined not as
shareholders but as facilitators and propellers bofsiness projects approval and
implementation. More specifically, we are interesie the roots of relationships and in the
functions fulfilled by co-entrepreneurs in born lghds emergence and expansion, taking into
account the various phases of the entrepreneur@ieps, from opportunity framing to
opportunity exploitation in international markets.

Since this study has an exploratory nature, no tgses or proposition will be developed.
The paper is organised in the following way: In tlext section we review the literature on
functions and origins of relationships, having inndhtheir relevance for born globals.
Subsequently, we present the method, followed blgaat description of four high-tech born
global cases. Then, in order to answer the resequdstions, the cases are discussed
considering the roles and roots of born globalati@hships. The paper finishes with some
conclusions.

Literature Review

A new breed of firms has caught academic atteniionthe nineties, following an
internationalisation pattern in sharp contrast with incremental process postulated by the
Nordic School (Johnson and Vahine, 1977; Luostatii®79). Such firms, here labelled as
born globals, are characterized by fast internatiaeach, innovative moves, and multi-
faceted cooperative arrangements. These firms wmdauct of globalisation (Knight and
Cavusgil, 2004), but they are simultaneously furtigeit. In today’s turbulent environment,
firms must adapt quickly in order to survive andachieve success, and need to forge
opportunities, identifying global niches, often laut relying on ‘lead’ markets. From the
perspective of a ‘traditional’ internationalisati@pproach it becomes puzzling how these
firms — often with no previous business experietaek of knowledge about foreign markets,
and scarcely endowed with financial resources —amanpete and thrive internationally. In
order to support international operations and terceme their liabilities of newness and
foreignness (Zaheer, 1995) as well as their laakredibility, born globals develop a complex
network of relationships along the value chain aass entrepreneurial process.



Entrepreneurs’ social networks are crucial to usided how firm internationalise, as long as
economic transactions are based on past dealingsoagoing interactions (Granovetter,
1985; Uzzi, 1997) and are not performed within eefess market. The relationships can be
categorised as weak or strong ties (Granovetté3)1 hat can be distinguished by mix of the
amount of interaction time, emotional intensityjnmacy, and reciprocal services between the
actors involved. Weak ties are based on more amealssocial and business connection, with
people from different contexts. These ties are icemed as non-affective, when compared
with strong ties, based in strong emotional refegiops, very frequent and long lasting. While
weak ties provide the access to novel knowledge atdrs, strong ties often demand the
adaptation of each partner on a similar basis, nggKifficult the contact with new pots of
knowledge. In some cases, due to this embeddedtiens,can blind the actors to new
information and limit the effectiveness of the tib&oreover, and for cost reasons, it is easier
to maintain a large number of weak ties, when caetgavith strong ties, as long as they are
less costly and time consuming (Granovetter, 198B8wever, only strong ties can provide
benefits such as: (i) acceleration of time to madfenew products and services (Uzzi, 1997);
and (ii) reduction of transaction costs resultirapf mutual trust between partners.

For born globals, the development of a mix of waal strong ties becomes crucial, in order
to enhance international initiation and developm@ohnson, 2004; Oviatt and McDougall,
1995; Sharma and Blomstermo, 2003). However, oresé& go beyond the number of ties
activated by the firm, for two main reasons. Fystlecause it is not granted that a higher
number of partnerships will increase the speedhtairnationalisation (Nummelat al, 2004,
Saarenketo, 2004). Secondly, because the ties tdpenimrm the same functions and are not
used for similar purposes. Lechraral. (2005) show that, in a national context, while the
number of network ties have a moderate effect tassthe relational mix - social, reputation,
co-petition, marketing information, and technol@jioetworks - has a strong explanatory
power. Following these hints, one needs to go deepethe relational mix activated by born
globals.

Roots of Relationships in Internationalisation of@n Globals

While the importance of social networks is well mowledged in born globals literature, the
roots of these relationships have not been gratitedsame attention. Several studies on
internationalization recognise the relevance ofaaelationships, outside business, as being
critical to export initiation and development (EJI2000; Ellis and Pecotich, 2001). Diblegtn

al. (2003) found the same differences when they paexdo a comparison of national
contexts. In the UK entrepreneurs base their pestiyes in less coupled relationships,
looking essentially for their usefulness and forawthey can extract from them. In France,
however, relationships are anchored in people whth same status, especially regarding
University studies. Finally, in Holland, entrepreng mobilise personal and business contacts,
but all were long-term relationships.

There is a clear need for better understandingdbts of the relationships activated by born
globals. Entrepreneurs are able to mobilize sewsralces, such as family, friends, business
connection, and intentionally searched contaatadet fairs, approach to a distributor - (Harris
and Wheeler, 2005). A useful categorisation was/igesl by Ellis (2000), who considers
three types of relationship origins: (i) businesgial; (i) non-business social; and (iii)
planned network. These categories will guide oseaech.



Functions of Relationships in Born Globals Intern@mnalisation

The relevance of networks for firms’ internatiosalion is well documented in the tradional
internationalisation literature. According to Hakaon and Snehota (1995) networks allow
parties to connect their activities, to share resesj and to develop bonds between actors,
enabling the accumulation of knowledge, the creatibnew resources, and the improvement
of new activities. The role of these relationalowwses as been also acknowledge by Camara
and Simdes (2006), Dunning (2002) and Harris ance&h (2005). They are especially
relevant in the case of SMEs, due to the shortdgmamagerial, financial, and reputation
resources these firms face. They facilitate therm@tionalisation process of SMEs, being
used in several ways (Nummela, 2003). In smalldirad least in embryonic phases, company
relationships overlap with the entrepreneurs’ doci@etworks. In these cases,
internationalisation follow the social networks erftrepreneurs (Camara and Simdes, 2006;
Crick and Jones, 2000; Ellis, 2000).

The literature on entrepreneurial process shows é#mdrepreneurs’ networks are very
important for opportunity recognition (Hillet al 1997, Orwa, 2003). Drawing on
Granovetter's (1973) work, De Konning (1999) sudgeesthat entrepreneurs’ networks
encompass four levels: inner circle (long-term atable relationships); action set (people
recruited for opportunity development); partnershigtart-up team members); and weak ties
(used to gather general information that could keduin testing an opportunity or in
answering a general question). This is consisteith vingh’'s (2000) finding that
entrepreneurs use different types of contacts enpifocess of framing opportunities: weak
ties for technological information, and strong tieginly family contacts, for feedback. In the
same vein, Birley (1985) found that entrepreneersltto seek advice and suggestions for
their core ideas and business plans from theirlfesnilt was also found that the use of social
networks increases the number of opportunities tiieth, and that these grow with the
breadth of the social network (Singhal, 2000).

In spite the well documented importance of relahops for opportunity framing, no attempts
were identified in the literature — with the exdept of exception of the very recent
contribution by Matthews and Zander (2007) — talgtthe relevance of networks for born
globals opportunity framing processes. One may arthat entrepreneurs’ relationships
perform four main roles in such processes.

First, such relationships allow the entreprenewsgather more information for their
judgments, particularly in the case of science thasetrepreneurs. The involvement in
academic networks enables not just getting nevglmsifrom inter-action and joint problem
solving, but also the exposure of own ideas totsoruthe feed-back from experts, and the
identification of suitable partners. Business nekgomay provide bridges to new markets
(Camara e Simoes, 2006), as well as a better uaddiag of international markets, and the
identification of ‘holes’ and neglected areas whihy provide new business opportunities.
Such relationships are also important for oppotjuassessment, since they may be activated
to validate ideas and to evaluate the possibilityntobilize additional resources and/or
partners.



Second, personal relationships may be activatedtfar purposes, particularly in the access
to financial, human, and technological capital fiom’s operations (Doz and Williamson,
2002; Johannisson and Monsted, 1997). Personas eerd personal phone lists are used to
borrow money for start-up, especially from familydeclose friends, as well as to hire people
for the development of the new venture (Eisendlaad Schoonhoven, 1996). Personal
relationships are also relevant to access venapéat, when referrals from relevant persons
reduce the uncertainty and the risk associated thighvalue of new opportunities (Leonard
and Swap, 2000). In extreme cases, they can proxidgrategic reorientation and re-
conceptualisation of firms operations (Harris andé&ler, 2005).

A third role highlighted by the literature is thelevance of relationships to carry out
marketing activities across borders and to inittaeinternationalisation process. The results
show that, at the initial phases, personal relatigs are activated to start sales abroad,
influencing market selection and entry modes usedetve international markets (Coviello
and Munro, 1995, 1997; Ellis, 2000; Harris and Wé&e&005;). Besides facilitating access to
external markets, personal relationships providewkedge about external markets (Harris
and Wheeler, 2005; Walteet al, 2001) that are critical so that firms understadissimilar
business contexts and act according to their raleswell as to identify possible new
opportunities. For born globals, networks have beensidered relevant for international
markets penetration, facilitating and acceleratiegturing abroad (Andersson and Wictor,
2003; Bell, 1995; Chetty and Campbell-Hunt, 2004yi€llo and Munro, 1995, 1997; Jones,
1999; Phiriet al, 2003; Sharma and Blomstermo, 2003).

The fourth role of social networks concerns relsria credibility provided by those ties
(Camara e Simoes; 2006; Harris and Wheller, 200%)young, small high-tech firms,
achieving legitimacy is crucial for firms that waotbe innovative (DiMaggio, 1992; Elfring
and Hulsink, 2003; Simdes and Dominguinhos, 200hese firms face higher risks than
older ones and are more prone to failure due tw thek of knowledge of markets, lack of
capital, customer ties and track records. To ovarsthis liability of newness, firms must
develop an institutional support capable to providem the necessary legitimacy and
credibility. For this purpose, firms should get twgport and approval of some major players
in the industry (Stuaret al, 1999). Firms seek to obtain this reputation bytigg the
affiliation to a prestigious business partner, witgh credibility in the market (Coviello and
Munro, 1995; Elfring and Hulsink, 2003). This ‘geld business card could play a strategic
role for several reasons. First, it representga ef credibility (Casson, 2003) as the market
may assign an indirect reputation to the small fdoe to its close relationship with a
prestigious company. This is particularly relevanborn globals firms, where these firms act
as ‘godfathers’ in international markets, allowisgall firms to overcome the liability of
newness (Simdes and Dominguinhos, 2001). Secotitily,strong tie could represent an
important channel for increasing international salor born globals, the association with
multinationals, as privileged channels for expamsibroad, becomes critical (Burgell al,
2001; Gabrielsson and Kirpalani, 2004). Furthermotbese relationships enhance
international contacts, facilitating the accesséw markets and new customers (Elfring and
Hulsink, 2003; Harris and Wheeler, 2005; Holmlumd &ock, 1998) as well as the screening
and evaluation of potential new partners for bussndevelopment (Ellis, 2000; Ellis and
Pecotich, 2001; Komulainest al, 2004)

METHOD



This is an exploratory study seeking to understamal the relationships are used in high-tech
born global firms as well as to investigate theiaimroots. These subjects are under
researched in internationalisation literature (idaand Wheeler, 2005), particularly in what
concerns fast internationalisers. In order to radpthis objective, a qualitative in-depth
approach becomes more suitable as Eisenhardt (B8RYin (1994) have indicated. In the
same vein, Johnsen and Johnsen (1999) argueda@studies are particularly appropriate to
address business relationships.One is essentidhyested in what can be learned (Tellis,
1997) from case studies, and in analytical gereatadin (Yin, 1994). Since relationships are
part of a social process, the option for case sfjdbased on records and experiences of
entrepreneurs and on the evolution of their intéwas in the context of social and business
networks is justified (Gummerson, 2000). This apgtois aligned with Coviello and Jones
(2004) claim for developing further case studiegterpret and understand social phenomena
in the field of IE.

Case studies were arranged having in mind the lpbgsto maximize our knowledge about
the subject under investigation, and not to satsstistical procedures. Born globals from
high-tech industries were selected (biotechnologyformation and communications
technologies, and software), recognising the aiitiole that relationships play, and their
international orientation.

Following Andersson and Wictor (2003), the follogidefinition of born global is used: any

company that have reached a share of foreign sélatleast 25% within three years after
their birth and, from inception, seeks to derivgngicant competitive advantage from the use
of resources and the sales of outputs in multipientries.

Data was gathered through semi-structured intevieith the CEO of each company. Such
interviews were carried out between September 20@4April 2005. Each interview lasted
from 60 to 120 minutes. This data was complemeatetitriangulated with secondary data,
available in public reports, in companies’ websi@d in magazines. General questions were
asked about firm antecedents, launching and denedop A closer attention was devoted to
the relationships mentioned by the entrepreneuechEie mentioned or identified in
secondary data was explored in detail to undersimnohain function and to find its roots.
Additional information about international actiei was also collected, particularly the
geographic spread of activities, entry modes, d&edtime frame for entering international
markets.

CASES

BIOTECH

In 1996, after earning a BSc. and a PhD. in Biatetdgy from Kings College (University of
London), the founder of BIOTECH returned to his ooountry and realised that that were
almost no employment opportunities there. Biotetbgywy companies were few and small,
and most pharmaceutical multinationals had no R&Epaitments in Portugal. The
alternative, thus, was to return to England or ttvenelsewhere to profit from the knowledge
acquired.



The decision, however, was to launch his own compéiis PhD research, in the area of
biotechnology had been undertaken in the conteahahternational project involving several
companies and other Universities and research ma#ons, including partners from the
United States and Denmark. During the scholarsthpse, the entrepreneur became more
aware of the biotechnology markets boom. In his veosations with partners from
pharmaceutical companies, he realised that a meokeheap copies of therapeutic proteins —
called biogenerics — was about to emerge, becheseatidity period of some key patents was
to expire soon. The perception of this opportutety him to contact a former PhD colleague
to convince him to join the entrepreneurial tearhisTcolleague’s knowledge in molecular
biology was considered to be an asset for the mem At the end of the day, he joined the
venture, to become Chief Scientific Officer (CS@@aesponsible for intellectual property.
The firm started its operations as a consultanay;fihowever, as patents were granted,
especially for a technological platform, consultariost weight. Turnover was around 2
millions € in 2004, more than 90% from external keds.

BIOTECH main mission was defined as to provide gengharmaceutical companies with
the biotechnological know-how needed to manufactecific new products in the area of
recombinant human proteins. The firm positionslfitsetechnology development business,
licensing its know-how and/or patents to manufastuand marketing partners (Bommedr
al., 2002). The company is focused on the developmeatcompetitive technology platform.
This platform will allow the firm to use its techiogy in other fields, such as gene therapy.
Additionally, BIOTECH can use its laboratories @iad production for gene therapy
applications) and know-how to provide consultaneyviEes (patent analysis and market
research).

Initially, a consultancy contract with a German g@amy was established, mainly in the fields
of intellectual property and market research. Toistract allowed the entrepreneurial team to
confirm that their idea was feasible. Simultaneputiere was a bet on the development of
own technology, through collaboration with two Rguiese Universities. These projects
facilitated the access to academic expertise infidld. This was undertaken in close
cooperation with leading international universitésl laboratories, as well as two other SME
(one from Holland and other from the USA) and htadpj mainly through research projects
aimed at developing new patents. The collaboratetvork is widely dispersed, including
partners not only in Portugal, but also in Belgitfnance, Germany, Finland, and the USA.
Meanwhile, some pharmaceutical multinationals dstabcontracts with the company to
produce molecules. A joint-venture between BIOTE@&hH a Dutch company, following
other mutual agreements, was set up in 2002. Tdngany was launched to operate in the
certification and quality control field, a cruciarea for firms who want to submit their
processes and products to Food and Drugs Admitistrar to the European Medicinal
Evaluation Agency.

The network behind the PhD project was used to laebpeople and/or organisations

holding specific knowledge deemed to be relevanttlfie development of the company, as
well as to forge contacts with potential partn@srsonal relationships were also used to hire
critical human capital - the Chief Operating Offi@as a former colleague of CEO in a MSc.

programme. Simultaneously, there was a policy ténging international conferences to

present research results and to strengthen persebabrks. International expansion was

developed in close cooperation with pharmaceuta@hpanies, getting access to new
markets.



ICT

This firm develops geo-referentiation multimediaformation systems, and interactive
entertainment software. Created in 2000, with salled million € in the first year, the
turnover grew to around 4 million €, in 2004, framastomers in Portugal, Spain, Holland,
United Kingdom, France, Germany, China, and Brdaternational turnover is now around
40%, compared with 10% in the first year of opematiRecently, the company increase its
equity holdings, with an injection of 18 millionfi&m venture capitalists.

The roots of ICT are based on a University resegrolip, which, in the period 1993-1998,
worked on geographical information systems. Thawkadge in this field was also applied to
virtual reality and environmental systems multinsedcreening. Several of these projects
were undertaken in cooperation with other Europgawersities and led to papers published
in scientific journals. In 1998, the present CEQ®T had the opportunity to work in MIT as
a visiting researcher and professor. During hig, stavas possible to benchmark the research
undertaken by his group in Portugal with that eafrout at MIT. This led him to a surprising
conclusion: his group was carrying out pioneeringjexrts at World level.

One of the leading areas was the exploration oamurfpaces through mobile tools, while
another was the interaction with videos. In thisldj another founder of ICT, during a

scholarship at MIT MedialLab, realised that he hamked in Portugal for a same project (a
video for the National Geographic), and that thetiRmese group had progressed further in
the interaction between the audience and the movie.

The MIT experience of these two members of theepnéneurial team convinced them that
their academic research might be translated inbonfming business opportunities. In 1999,
when he came back from the United States, the pr&3eO of ICT decided to invite four
colleagues to launch a new firm.

The first business contract was signed with Vodafétortugal, through an international
request for proposals. These relationships hava Heeeloped since then, especially in the
field of mobile phones games. In 2003 the compawetbp a game for Vodafone Portugal,
named Undercover. After this, the game was intredum several countries around the
World, namely Hong Kong, Spain, and Italy. Simjyathe company won a global contest,
promoted by Nokia, to supply games worldwide fonew generation of mobile phones.
These developments have benefited from other reteredationships developed with two
multinational companies, Siemens and Alcatel, wdbmpetence centres for mobile
technology located in Portugal. In the case of &d;dCT was considered a global partner, as
a case study for mobile development services. @lbse collaboration allows the firm to test
in advance novel technologies, benefiting from ratfmover advantage. In this particular
field, the company was considered by the Frenchdgaper_iberation one of the three best
firms in the World, together with a French and ae8ish companies.

Other projects are being developed with three US#manies. Much of these contacts come
from the reputation of the company, generated hgnsiic publications and international
projects, and from referrals by other firms. A pwij developed in 2003/2004 for ESA,
focused on the development of special garmentéiremen, opened the door to collaborate
with an USA company in order to extent project tioen civil protection fields. In the case of
virtual reality, the company is working with Hollpad producers and with some teams from
basketball, hockey and American football.



Geo-refentiation systems are another important &meacompany. Besides Portugal, the
company is present in Holland, with a strong padhni@ with a Dutch company. This
relationship involves the development of joint e and the selling of services and
solutions as well as the exchange of employeesdsgtwwthe companies. This connection is
rooted on a relationship started when the Portiegyaes the Dutch partners were playing for
their respective National Tennis Teams. The ratatiqp was reactivated as a consequence of
an occasional meeting 15 years ago. Since thetacsrare made on a regular basis.

As the company benefits from referral, internatia@aosure is strategically sought. The firm
develops a web marketing strategy aiming at bemagent in the most prominent websites
devoted to games. Additionally, international regiain is increasing, with news articles in
leading newspapers in Spain and France, as watl Basiness Week. The company hired a
foreign marketeer, devoted to this task. Intermatioconnections of this employee,
particularly with people from his country aroundethvorld, are used to capitalise the
international exposure of ICT.

Software 1

In 1999 the company was officially set up with tieme ofAltitude However, it has earlier
roots, dating back from 1987, when the entrepre@umched another software company,
Easyphongwith the support of a financial organization. CBE@siness experience came from
working for various computer technology firms. 1998, the Portuguese subsidiary of Alcatel
invited the company to develop specific software &mtomating invoice collection. The
entrepreneur, aware of the opportunities offeredhy small but growing market segment,
accepted the challenge and developed specific agdtfor the management of call centers.
Although the software was initially developed féretPortuguese subsidiary and for the
Brazilian market, IBM has shown interest and latiecame a customer. This was the first
step in the internationalisation of the firm, whietanaged to attract customers in Japan and
the USA. In this expansion, IBM played a decisieéey due to its presence and contacts
across the world.

The election oEasyphone’sall center software package as "product of tlee"y@ 1997 by
the North American magazif@@mputer Telephomgttracted US venture capital, and led to an
investment of around 5 million Euros from Insigtdpial Partner. This enabled the company
founder (and the management team) to carry out derwiand more committed
internationalisation strategyEasyphonereputation increased considerably when Sidney
Olympiads selected the company as the call cenaagement software supplier. At the time
of research, its customer portfolio included aism$ like Coca-Cola and Shell.

In 1999, the company changed its namAltdude, an international name which has a similar
meaning in many languages. This change was accoetphay an innovation that was central
to foster further international growth: the devetwmt of the concept of "Unified Customer
Interaction” (UCI), which enables companies to nggnall their contacts with clients using
different types of support, including voice, e-ma@-wap and the web. This package
continues to be a unique product at a global layiging the company a difficult-to-imitate
advantageAltitude innovation capacity has been strengthened bylaihigestments in R&D.

These developments led to a fast sales growth, fram36 million Euros, between in 1995

and 2001. Such growth was mostly based on foreigrkets, which accounted for 82% of
total turnover. By 2001Software Iwas operating in 44 countries, from the USA andadan
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to Japan and Australia, mainly through the granwthgoftware licenses. To support and
enhance its international strategy, the companyegeffices in several countries as a way of
strengthening relationships with its clients. T@mbnate the marketing strategy in the USA
and Canada, a new American subsidiary was creatddilpitas, Silicon Valley. This new
expansion strategy was strongly influenced by tmeeAcan venture capitalists mentioned
above. They believed in the US market, and the emypmmade a strong bet there. This
focused on marketing, where around 50 people waexr,hand on the new segment of
internet services. This strategy was put in jeopdylthe crash of Dot Com companies. Few
American clients were conquered and the operatioasl increased exponentially. Due to
these facts, the company went into the brink okbagptcy. An IPO in the Amsterdam Stock
Exchange was prepared, but has never materialiBeel. company was then declared in
bankruptcy. In 2002, a consortium, which includethe of the former shareholders, acquired
the company, with the exception of several subsghiaabroad (USA, Germany and Asia). A
new management team was hired and a focus onitraalitbusiness and more profitable
markets was defined. The company returned to its lbosiness, leaving internet services, and
focusing on partners in crucial markets to seltwafe. After the troubled days of 2002 and
2003, the company increased its sales and enterte iChinese market in 2004, through a
former employee of the company, with strong techinicompetences as well as good
knowledge about the Chinese market.

Software 2

The company was launched in 1998 as a spin-off faoi®chnology transfer organization at

the University of Coimbra (Instituto Pedro Nundsyvas founded by three entrepreneurs who
carried out their doctoral projects at the Deparnimef Engineering. The studies were

included in European research projects. These atlowhe entrepreneurs to develop
international contacts within the academic commuaitd to gain scientific legitimacy.

The company developed softwadécéptior) for the evaluation and testing of highly critical

events and processes, allowing the detection afrés and the recover of data. It was the
result of 10 years of research at the Universit€oimbra, and filled a market niche that was
still undiscovered. In the first year, sales webetlousand euros, but they quickly roused to
1,8 million Euros in 2001 and to 5 million in 200oreign sales increased from for 25% and
70% of total turnover, between 2001 and 2004.

International recognition of entrepreneurs was iggwith the publication of an article in the
prestigious American magaziByte based on the description of software to deal wiical
situations. After the article, the researchersiveceseveral foreign inquires, that led to sign a
contract with a Canadian company. It became clesrthere was room to start up a company.
Another important contact came from NASA. After@estific conference, where founders
described the potential of a specific software tged by the company through a case study
applied to a Portuguese firm, they received an i-frtan NASA, showing interest in the
product. After initial contacts and several tetite, company got the contract. Companies like
Cisco, Siemens and Motorola also became includéaeicustomer portfolio. The majority of
the initial contacts were initiated in the contextscientific events, joining researchers and
industry professionals together.

But the first customers were Portuguese comparoesvhom the founders had worked

before. These first contracts provided the revemegsired for keeping R&D investment
high, and were also helpful in software testing.
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The company recognizes the relevance of being présdhe USA, and decided to set up a
virtual office at the International Business InctdrgIBI) in San José, California, a base for
technology firms with no headquarters in the USAisToffice works as a link for supporting

USA customers. This option was strongly influenbgda former USA colleague of the CEO
at a Technology Commercialization Master.

After the relationship with NASASoftware 2approached the European Space Agency
(ESA). Once again, weak ties were crucial to steetrelationship. At the time, the company
approached a well-known French company to appty imta consortium to develop a project
for ESA. For coincidence, a former PhD student atilduse University, who had met the
founders in some scientific conferences, opened diber for the company due to his
knowledge of the excellent work developed by thigegmeneurs.

One of Software 2priority areas of activity is the participation R&D consortia. The
company is active in various joint projects cooateéd by Chalmers University, involving
some of the leading information systems compaiéser partners are the Valencia, Coimbra
and Friedrich-Alexander Universities. While at theginning the company was searching for
partners, now, due to its reputation, it is appneacby international partners both from
Universities and from industry to develop new knesige and to solve specific problems. The
relationship with ESA is a good case in point: libwed the firm to enter in a new field,
network IP software applied to the telecommuniceiandustry. This new area of expertise
was developed in collaboration with Portuguese &wadeign Universities, leading the
development of a new product. A spin off was create market the product around the
World.

DISCUSSION

As mentioned above, this paper is addressed torstatel how are used by high-tech born
global firms, particularly which are their main fitions and where they are rooted. In order
to facilitate the discussion, two Tables were depetl to provide a synthesis of the main
findings from each case study. To enable a bettentification, each tie is coded by

indicating the initials of the company and the nem&ssigned to the tie concerned.

Table 1 presents the roots of relationships.

***** Table 1 Around here *****

The cases show that relationships are crucialdon globals set up and developméd?er se
relationships cannot do anything, but all thesenftech firms were able to supply very
innovative products and/or services. The numberetdvant tie$ is situated in a range
between 5 t@&Goftware 1to 9 inBiotech In line with the results presented by Ellis (2p&ad

by Harris and Wheeller (2005), non-social relatiops play a decisive role, particularly in
the early phases of firms’ life cycles. For entsspurs with no previous business experience
(Biotech, ICTandSoftware 2 academic networks and friendships were activdiedn in the
case ofSoftware 1 where the entrepreneur had prior business experjehe relationships
initially used to develop the business corresponidedarlier contacts generated in former
jobs; those contacts were later mobilized for mé¢ionalisation purposes. This suggests that

% There are more ties then those reported, butrthlysis is limited to those mentioned by entrepuesias to
have an international impact.
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relationship sediments (Agndal and Axelsson, 2002)e activated to foster
internationalisation.
In the three other cases, entrepreneurs used doymgedceveloped in the context of their
specific and well known environment (former colleag in Master and Ph.D studies) to
support company creation and development. This shmw weak ties, often established long
ago, may be instrumental for the emergence of bwhals. The quotation below translates
well entrepreneurs’ views on this regard:
“... Relationships are our more valuable resource. Wgee no credibility in the
market, so we have to make use of our networkirdgt@lop our knowledge basis and
to get access to international markets and prdjects

Most of these relationships have played a crucaé rn firms’ birth. For instance,
entrepreneur frorBiotechnoted that:
“... If 1 did not receive the support of B1, certairBiotechwould not be a reality. His
support and sense of believing in the project wasial for me.”

If a strategic use of networking was always in thied of entrepreneurs, serendipity and
chance also played an important role, confirming fuggestion of Harris and Wheeler
(2005). The interviewee frofBoftware tated that:
“... We approached a French company to join theamnimternational consortium for
an ESA call for proposals. They did not know ug, logkily, S2b worked for them
and said that we were very good in the area oicalisoftware. Since then, several
projects have been developed together and we dtarigork with ESA.”

As firms acquire market experience, business welahiips increase, as well as planned
networks, especially on what concerns agents asttilmitors abroad. Many of these
relationships, especially business relationshipslved from previous personal contacts, as is
the case of B5, B6, ICT6, and S2a. In other cdg®ss were able to create strong ties with
global firms, adCT reports:
“... Since the very beginningCT3 believed in the company and in its technologies
and competencies. Since then, a very close re&dtiprinas been built up, helping us to
enter the global market... In Cannes, where the nmogortant worldwide event in
mobile technology was taking place, we were intoedliadCT5 global partners. This
status was the result of a close cooperation WweHPortuguese subsidiary”.

These examples show how relevant relationshipslolese with multinationals subsidiaries
at home may bdCT and Software lare excellent examples of how a domestic relattigns
was leveraged worldwide. The entrepreneur fi8oftware lreported his experience this
way:
“... Portuguese subsidiary of S1b saw our softwaré decided to test it in their
central labs in the UK. After a successful testytdecided to sell it globally. Rapidly,
we entered in more than 20 countries”.

The second objective of the paper is to investipate relationships are used and for which
purposes. The relevance of relationships in bofbodpnity framing and access to resources
in the born global studied is presented on Tablé Zlistinction is made among different
types of resources, according to the functions thlayed (technological, financial, market
and other).
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***x% Table 2 around here*****

Recognising that the number of ties is relevantchmonore interesting is to analyse its mix
and impact on firms’ international operations. Asgygested by Lechneet al. (2005),
relationships are used with different intentions, fulfil specific tasks and purposes.
Additionally, different cooperative arrangements@vased by all firms, from inter-company
staff exchange (S26), to more formal agreements) a8 agency contracts (S1e) and joint-
ventures (B6).

Extant literature on international relationshipsy gaarticular attention to marketing issues
(Coviello and Munro, 1995; Ellis, 2000; Ellis anéddtich, 2001; Komulaineat al. 2004;
Sharma and Blomstermo, 2003), especially on how tieeused to initiate and promote
international expansion. In this study, however, ave also interested in other phases of
entrepreneurial process, namely opportunity framing

Taking into account the above mentioned literatutewas not surprisingly to find
relationships to play a relevant role in the oppoity framing by born globals. In all four
firms, social networks were used to assess thebibgsand potential of the new business
opportunities identified. In some instances, setworks were even instrumental in defining
more specific business concept. Examples were foonthe cases oSoftware 1(Sla),
Biotech (B1, B2, and B3), ICT (ICT1; ICT2), an8oftware 2(S2a, S2b). The following
quotations illustrate the perception of the entepurs interviewed:

“... After publishing the article in Byte’s magazjnee receive some mails from
international firms showing their interest in thegaisition of the software, innovative
in a worldwide basis. We went to Canada, sold tfevere, became shareholders of
the Canadian company and decided to set up a f{®oftware 2

“... When | have been in MIT, | realised that oureah group, in Portugal, was
conducting world-class research, Moreover, if ire tdSA academics became
successful entrepreneurs, why should not we try@rAé&turning to Portugal, | decided
to set up a firm” (ICT).

Social relationships were very relevant in enabtimgaccess to, and development of, specific
technological knowledge. Through the involvement imernational R&D projects,
entrepreneurial teams were able to set up a ctatgial of international partners. These
networks encompass partners with different cagasliand focus, ranging from Universities
and research centres, to SME and multinationatsyiging distinct strategic antennas that
may be mobilised by born globals. The role of snetworks was particularly relevant in the
cases oBiotech(B5 and B6) andCT (ICT3) in initial phases. It was also foundSoftware

2, where S2e opened new research avenues, fanijttite development of new software for
Telecommunication’s industry.

The most common function of relationships is assed with the development of
international sales, confirming the suggestionsHayris and Wheeler (2005). In the cases
studied, the lack of experiential knowledge abaueign markets was overcome through the
mobilisation of such relationships. This procedwsaes especially relevant in the casd©T
(ICT3, ICT4) andSoftware 1(Sla, and S1b). The S1b tie enabled the activafiovorldwide
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network of subsidiaries to speed out internatiosales of Software 1. The ICT3 tie,

developed in the Portuguese context, was lattaréged to international markets. It seems,
as proposed by Harris and Wheeler (2005) that teess to knowledge about international
markets was not a priority. Firms realise that vaf¢ investment should be strongly

addressed to the focal relationship, particulanythe case of multinationals. Through this
commitment, international sales are achieved and oentacts abroad are collected. In
several cases (B7, ICT8, S1lb, and S1d) born glpbals to their lack of managerial and

financial resources, are ‘replaced’ by their padn@ international markets. The links thus
forged may even drive the path of internationalaagion. It may be argued that born globals
exhibit strong dedication to strategic partners amdw a strong commitment to such
relationships more than to foreign markets. Thiglifig is convergent with the arguments
developed by Johanson and Vahine (2006)

A more intangible outcome may also emerge in somlationships — credibility or
legitimisation. For entrepreneurs with no businesgerience, in high-tech industries,
scientific credibility is one of the most valuabésource. The involvement (and leadership) of
international research projects as well as puldinatin leading scientific journals act as
referrals for market players. In the cased@f, Biotech andSoftware 1the international
recognition of scientific excellence, open the démr new international projects. Besides
scientific reputation, specific links with presbgis organisations and firms were critical to
overcome the liability of newness. The CECsafftware 2put it this way:

“... When we show our portfolio of clients and ourtgnatial customers read NASA,

initial resistance is broken and all the doubtsardong our technological competences

disappear.”

For other born globals, partnerships with multioasls (as B7, ICT3, ICT4, ICT5, Sla; S1b)
provide the necessary reputation to compete abroaeicoming born globals’ lack of
credibility and experience in international markd@T has been very pro-active concerning
this issue. The international network of one ofataployees (ICT7) was carefully used to
increase international exposure of the firm intsgec points, such as international websites
devoted to games, business magazines and natgatihy) newspapers in several countries.

The examples studied in present paper show howareships may be used to start and speed
up high-tech born globals expansion. More importhah the sheer number of relationships,
the analyses of their main functions enable usnticle the knowledge on how they can be
mobilised and used. Based on the analysis of fonstcarried out above, four main roles of
social and business relationships are identifoggbortunity framing; technological resource
development; market facilitation; and credibilityrpvision.

Opportunity framingrelationships support firms in two main ways. Fiteey may push the
firms towards the development of new opportunitied provide novel knowledge to better
define product and/or service concept. Second, ey be used to assess the feasibility and
desirability of opportunities on a global basignis receive valuable feedback that will guide
them in pursuing a specific business path. High-teorn globals competing in innovative
and volatile industries face strong resource cairds. To overcome this problem, they draw
on relationships namely on R&D projects that enabkhnologicalresource development
and provide bridges to the mobilization of completaey knowledge resources.
Relationships may also be used foarket facilitation,insofar they enhance international
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sales and enable the accesskioowledge about international customers aboutriatéonal
markets in general. Finally, relationships are egakfor credibility provision In fact, they
supply one of the most valuable, and at the same diifficult to reach, resource — reputation.
This intangible asset facilitates the access to nemkets as well to new relevant players
(suppliers, complementers or customers), otherimpessible to achieve due to their liability
of newness.

The cases have shown how relationships promotenatienalisation. However, one should
be aware of their dark side. In fact, problems mawg arise from such networks, delaying
international expansion or, in extreme cases, tgpth desinternationalisation. In the case of
Biotech a first agreement with one financial partner, enanterested in short term
profitability (difficult to reach in biotechnologwhen firms are trying to apply for patents),
delayed the research effort, with detrimental cquonsaces in the firm’s international
expansion. The influence of venture capitalistSaoftware lwas also found to be negative,
since it lead to a concentration of marketing affan the USA and made the company more
vulnerable to the consequences of the Dot Com crash

CONCLUSIONS

Research on born globals and on small firms' imtgonalisation has acknowledged that
relationships are important to overcome the resoaonstraints faced by these firms in the
early phases of their international expansion. Hereinsufficient attention has been paid to
the analysis of the specific roles played by swaationships. The present paper has been
addressed to contribute to fill the knowledge gaghis regard, by exploring the roots of
those relationships and the roles they play in hinhg high-tech born globals
internationalisation.

The four case studies of high tech born globalsettaien confirm that social relationships
arise as a distinguished feature in all phaseshefentrepreneurial process and are very
relevant to enable born globals international esgan More important than the number of
ties used by the firms concerned is the specifiatimmal mix achieved, allowing the
mobilisation of such ties for different purposestheir entrepreneurial process. In fact, the
relationships enable born global firms to overcorieir shortage of managerial,
technological, marketing and financial resourcetose ties facilitate the access to
information and the sharing of knowledge relevamtthe identification of opportunities as
well for the assessment of their desirability aedsibility on an international basis, namely
through valuable feedback from trustful ties. Moreg relationships enable the development
of new knowledge, the access to complementary ressuand the strengthening of
technological competences. The access to intematimarkets and new contacts abroad
constitute the third relevant role of relationshtpsenhance the international expansion of
born globals. Last but not least, some partners mayide ‘golden’ business cards,
facilitating the access to new partners and newketgar The analysis of the roles played by
social and business relationships led to categdiiesen in four groups: opportunity framing;
technological resource development; market fatiditg and credibility provision.

% As mentioned above the firms studied use theitigiships for accessing the relevant knowledgé bgltheir
partners, and not so much to internalise, as H&M&1) has suggested, such knowledge.
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A significant diversity is also present on whatarts the roots of relationships.Embryonic
stages are strongly supported by non-businessioms$aips, particularly personal ties
developed in academic settings or through the wreraknt in international projects. As born
globals international marketing experience increaseisiness social relationships become
more important. The relationships established withtinational firms subsidiaries located in
the born global ‘home’ country were found to leadsome cases, to strong ties, facilitating
international sales, new technological developnantvell as international credibility. The
mix of business social, non-business social andngd relationships contributes to enhance
firms’ adaptability, insofar as ties with differemdots and characteristics can be activated in
different occasions. Furthermore, the research rgdEn has also shown that the same
partner can play various roles both simultaneouahd in different time periods.

The study has two main limitations. First, onlgtitech firms were studied. Further analysis
should be undertaken in other industries. Secdr@ahalysis was purposefully concentrated
on born globals. It does not addresses the conguared the roles played by social
relationships in different types of firms. For iaste, are there strong differences between
born globals and slowly internationalising firms @wmestic ventures? This issue deserves
closer attention as Mathews and Zander (2007) hesently pointed out.

The exploratory study undertaken shows how sonatioaships can evolve, with different
outcomes, more or less successfully. But thereniseal to go further, to address other issues,
such as the evolution of relationships strength eslds along born globals life cycles.
Another area deserving additional research isrtipact of networks on performance. As two
of the cases studied have shown, relationships &g some shortcomings, delaying the
process or pushing the firm into failed bets. Ham ¢irms develop relational management
competences to deal with this problem and to oveecthe difficulties in the process?
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Table 1 — High-Tech Born Globals’ Relationships

Basis of the relationship

Roots of relationship

Biotech Bl Former colleague of CEO in his PhD. Strong scientihowledge and Non-business social
experience in international projects
B2 Professionals of the industry in Portugal Non-business social
B3 Pharmaceutical companies in Portugal Planned network
B4 Universities in Portugal with scientific knowledge Non-Business social
B5 Universities and research laboratories in Europk @8A where the CEO Business social
has worked for during his PhD
B6 SME in USA and Holland known while the CEO was deping his PhD.  Non-business social
B7 Pharmaceutical multinationals — marketing chanoetde market Planned network
B8 Former colleague of CEO at an M. Sc. Program witbrgific knowledge  Non-Business social
B9 Venture capital Business social
ICT ICT1  Scientific relationships of founders Non-business social
ICT 2 MediaLab (MIT) — sharing of scientific knowledge Non-business social
ICT3  Vodafone — mobile service provider Planned network
ICT4 Nokia — mobile phone supplier Planned network
ICT5  Alcatel and Siemens - mobile phone supplier Planned network
ICT6 Dutch SME - former colleague of CEO in Tennis NadioTeams Non-business social
ICT7 International journalists known by an employeehaf tompany Business social
ICT8 American multinationals in entertainment area Business social
Software 1 Sla  Alcatel Business social
Silb IBM Business social
Slc American journalist Business social
Sid Venture capitalists Business social
Sle Agents recruited in international trade fairs Planned network
Software 2 S2a  Scientific relationships of founders Non-business social
S2b Canadian company Business social
S2c¢ NASA Business social
S2d Employee from a French company who have met theders in scientific Non-business social
meetings
S2e ESA Business social
S2f Former colleague of CEO at an M. Sc. programme Non-business social

-21-



Table 2 — Main Functions of relevant relationshipsn high-tech born globals

Resources
Opportunity Technological/Production Financial Marketing Other
Biotech B1 Assessing feasibility and their Scientific knowledge
framing
B2 Assessing feasibility - Mew market contacts -
B3 Assessing feasibility First sales
B4 Technological platform and scientific
knowledge
B5 Scientific knowledge, New market contacts; knowledge ofScientific credibility
technological resources other markets
Market knowledge Credibility
B6 Scientific knowledge,
technological resources International sales; new market Credibility
B7 - - contacts
B8 Scientific knowledge; organization of
the operation within the firm
B9 Injection of
Capital
ICT ICT1  Assessing ideas; framing theTechnological competences New market contacts Credibility
opportunity
ICT2  Assessing feasibility  of New market contacts Credibility
opportunity Technological resources
ICT3  Assessing the feasibility of International sales; new contactsCredibility
new opportunities knowledge of other markets
International sales
ICT4 - Technological solutions New market contacts Credibility
ICT5 --- New knowledge International sales Credibility
ICT6 - New market contacts
Knowledge of Dutch market;
New contacts
ICT7 International sales; new contacts Credibility
Technological knowledge
ICT8 - Credibility
ICT9 Injection of
Capital
Software 1 Sla Pushing the development of--- International sales; new contacts Credibility
opportunity; Assessing the
feasibility of opportunity
--- International sales; new contacts
Slb Credibility
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Slc

Increase Vvisibility of
New contacts the company
International sales; new contacts;q--

Sid knowledge about the markets
Sle
Software 2 S2a Development of ideas; New technological knowledge Credibility
feasibility of opportunity
S2b Feasibility of opportunity Sales -
Development of new technological
S2c --- competences Sales; knowledge of AerospatialeCredibility
- industry; Access to new partners
Development of new technologies and Access to new partners
S2d --- new knowledge Sales; knowledge of Aerospatiale---
S2e --- - industry Credibility
Access to new partners
Access to new market
S2 f
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