PATTERNS OF INTERNATIONALISATION OF FINNISH INNOVATIVE FIRN®
Nina Rilla* & Jani Saarinefi

The innovative companies are said to be a driviage for economy. The born global firms are relalyv new
phenomena in economy, and they are quite ofterackenised to be highly innovative and internatiasalrapidly. We
begin our analysis by identifying and dividing inative SMEs into three distinct groups: born glolmfler and non-
exporting. The term internationalisation can be ersood several ways, in our discussion the terdefsed simply as
the commencement of exporting. Our second aim fimdoout whether our data supports a common bdfiaf born
globals are identified to operate in high-technoldgdustries. In addition, innovation charactercgtivary, and these
features are believed to affect firm's internatilisetion. In order to success in innovation proceSMEs often need
external know-how, both domestic and foreign. Egpigcdielevant co-operation is for SMEs where certegstriction
in resources may apply. The analysis places emplaso on distribution of SMEs' collaboration pantsieand how
co-operation affects innovation activities/procesastly, paper aims at getting more informationtba relatedness of
innovation characteristics to born global phenomerighe data used covers some 1600 Finnish innovations
commercialised in 1985-98. The results indicatenbglbbals to be highly innovative and produce iratmns that are
radical in nature, and spread across world markdisiovative SMEs, in general, have certain advantafy¢heir
innovation regarding the internationalisation.
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1. Introduction

In this study, we analyse the internationalisappenformance of Finnish innovative firms. These conipsare said to
be the driving force for economy. Innovativenessrisanced in several ways in the economy, and disypneasures
are introduced. Our focus is to identify these irative companies, born globals in particular, ardeha closer
examination of innovation's effect on these comgsirinternationalisation. Born globals are reldyiveew phenomena,
and they are quite often considered to be hightpwative and also follow rapid internationalisatidis is one of the
reasons why they caught our interest in the disousd innovation and firm internationalisation.

We begin our analysis by dividing innovative comiparinto three distinct groups: born global, olded non-
exporting. As born global firms are identified teabat have started to export their innovation iwithree years from
establishment. Older group consists of companiasttave commenced exporting after three yearspaneexporting
companies have not exported their innovation. lis thtudy, internationalisation is defined simply #w
commencement of exporting.

Born global companies are commonly identified terape in high-technology industries. Our second igito
find out whether our data supports this commorefiedind what sectors innovative companies areddcannovations
are not in one form but they are varying, for ins&in novelty and complexity. Some innovationsaily new to the
firm while others attain world-wide recognition. Whelieve that innovation characteristics affectmfs
internationalisation, more precisely the commengc#roéexports.

The importance of collaboration in innovation prachas been widely addressed in the literature (Bl@Q04).
Companies need to seek, both domestic and forpagtners in order to produce innovations efficignHspecially, in
small and medium-sized firms certain restrictiomgaources, i.e. lack of experienced workforceagpital, may apply.
The analysis places also emphasis on distributiocotddboration partners of innovative firms. Lastivhat effect, if
any, the collaboration partners have on innovatittnbutes. Does the increased collaboration leadhbre novel
innovations?

On a more general perspective we would like to metre information on the relatedness of innovation
characteristics to born global phenomena. Do fitimas follow born-global approach in internationatisn have more
unigue products, i.e. radical innovations, thareoihnovative companies? In order to achieve oyeatives, we use
data of some 1600 Finnish innovations commercidlisel 985-98.

2. Empirical and Theoretical Background

The phenomenon of rapidly internationalising compartias been widely discussed in the literaturentefrmational

business. These companies are usually referredras@obals, International New Ventures, Global Btgrs or High-

Technology Start-ups depending on the author (seds&fa& Servais 1997). First tracks to this phenameran be
traced to 1990s when group of small, and usualyatedge intensive start-ups caught several autimtes’est with

different internationalisation behaviour comparedraditional exporting companies. (see e.g., Majxdiuet al. 1994;

Knight & Cavusgil 1996). The explanation for therease of small companies' rapid internationatisatéind following

non-sequential path is claimed to be globalisatibbusiness, meaning more globalised markets awdadgancements
in communication and transportation technologigsmdéorget people's individual international expace.
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What are then these mysterious new companies ¢leat g0t to follow traditional internationalisatitreories?
Several characteristics related to these compaaiede identified from the literature. First of, &flese companies are
often identified as small or medium sized. The ragimhcurrent and proactive approach to engagetéarnational
markets allures small rather than large comparBedl & McNaugton 2000; Rasmussen & Madsen 2002)otAar
commonly accepted characteristic is that born dldias start international operations straight, sirortly after,
establishment (e.g. Bell & McNaughton 2000; Mad&€eBervais 1997; Rennie 1993). Additionally, theism$ operate
in sectors that are identified as knowledge intensBorn global companies can be found from sectangre
competitive advantage is based on knowledge, ssatompanies producing high technology products ésge Bell
1995; Coviello & Munro 1995; Autio & Sapienza 2008jnce these companies operate in knowledge intefigld,
usually their main markets are identified as niohéead markets (Madsen & Servais 1997; Larimo &Kinken 2002).
Their internationalisation strategy is to crap pgeofof being first in the market, as well as rapignetrate global
segments. In distinction to traditional exportimgmpanies, born global firms often internationalgaultaneously into
several foreign markets. Similarly, exports mayeéhbeen started at the same time as domestic sales.

Additionally, internationalisation requires resaescand, more importantly, experience. These fachight be
large obstacles to smaller companies in their matiéonalisation process. It has been widely agnedke literature that
one peculiar characteristic for born global firmtheir entrepreneurial approach (Autio, Sapienzél&eida 2000;
Burgel & Murray 2000; Madsen & Servais 1997). Faample manager's previous experience from operating
foreign markets has enhancing effect on internatisation. The already established foreign contaci$ networks
assist born global companies to enter foreign nmark&ince born global companies operate on foreigrkets from
early on, they naturally tend also to have higleifgm sales (Bell 1995; Knight & Cavusgil 1996). Foample, the
export ratio (percent of export from turnover) leen used as an indicator explaining born globptageh. Exports
exceeding 50 percent of turnover are regarded foighxample in Bell et al. (2001) study. Some atghfor instance
Moen (2002), have used 25 percent export ratio @efiaition for born global firms. In reality, stiedl companies had
much higher export ratio in both studies.

According to the characteristics described abdwe,internationalisation process of born global bardepicted
as rapidly and simultaneously reaching severalidarenarkets. These companies are often comparacdaddional
exporting companies that reach international marketmore gradual and reactive manner (see congpariBell &
McNaughton 2000). These more "traditional" compsanséart exports first close to domestic countrieadgally
extending to more distant markets. These widelgedjinternationalisation process theories in tha@nass literature
emphasise gradual and sequential process consisfingeveral small stages. Each step confirms company
commitment and increases knowledge in internati@ctivities (see Johanson & Vahine 1977). Inteomaisation
commitment intensifies from early exporting aciigt towards more investment intensive, such adbléedtanent of
overseas sales subsidiary or manufacturing uniitafdeon & Wiedersheim-Paul 1975: Luostarinen 197@ng-move
on to extend operations stepwise abroad after deig them first at domestic market. Several aihave identified
different export stages in order to understandititernationalisation process (Bilkey & Tesar 197av@sgil 1980).
Companies follow through stages which each incllekper experience and commitment decisions.

It has been discussed that the above describeallsd traditional theories are, in several parntgdated and lack
characteristics to explain internationalisationdaday's companies. First of all, global competitias forced companies
to react to changes, opportunities, challengeswal as threats quickly. Whereas the new develojsnen
communication and technology have provided toolsagart of global business more efficiently thaaybe in some
20-30 years back. The operational scope for 21#uce companies is quite different compared to oktampanies.
Therefore it is highly likely that internationaligat patterns have evolved along overall change hiaat occurred.
However, our aim in this paper is not to discusw figternationalisation patterns of firms but to ritiey possible
internationalisation patterns for innovations.

According to the previously identified charactedstcommonly related to rapidly internationalisisignall and
medium sized companies, we could presume that:

H1: Innovative born globals are located at knogkethtensive sectors.

Some authors have concentrated on examining ergaboghaviour of innovative companies; see e.g. R8pkove

(2002) and Wakelin (1998). The former study considexport behaviour of manufacturing plants in th€ ahd

Germany. Export performance is positively affectggptnduct innovation. Export probability and propity are likely

to increase in accordance with product innovatiobdth countries but not with plant's innovativenas Germany.
Characteristics of product innovation allowed pdatg enter export markets more easily but did thatugh, expand
their export sales.

Wakelin's (1998) discussion considers exportingalsetur of non-innovative and innovative firms. Herdings
were distinct to general belief of export behaviotiinnovative firms. Non-innovative companies sednto be more
export oriented than innovative firms. In addititerge innovative companies are more likely to efdaesign markets
through exports than smaller companies. High destsngaging in foreign markets are said to be reason for small
firms' reluctance to export. Large firms have masources to be devoted to foreign operations. Stipgaresults
occur also from Bloodgood et al. (1995) study. Gemnovativeness did not lead to increased iatinalisation of
new ventures studied.



Neither of the above introduced studies on expehaliour and innovation take into account the dtarestics
of innovation, i.e. novelty and complexity. Nor thiese studies discuss other aspects related tmatitmalisation of
innovations and their effect on export behaviour.

Over the years innovations have been classifiesbiueral distinct ways. One of the most common lees the
division between incremental and radical innovai¢Ragerberg 2004; Freeman & Perez 1988; Hende&sGlark
1990). The former are said to occur relatively gardusly in any industry. The changes to existingdpicts are minor
and already developed designs are used. Howevsnight have significant effect to firm or economy a whole.
Radical innovations, on a contrary, occur from digmuous events (Freeman & Perez 1988). Theylacesaid to be
outcome of deliberate research and development. Meavket opportunities may be opened rather to ahditan
incremental innovations.

Some researchers have examined the role of inmovataracteristics in firm's export behaviour. Heere a
thorough analysis of innovation's complexity andreity to firm's export behaviour is lacking. PapefsCoviello &
Munro (1995) and Rennie (1993) showed that invastid) small companies exported leading-edge tecyadio
foreign markets. It could be assumed that leaddgeetechnology is highly innovative since its cledgastics of
newness to market, knowledge intensiveness and legityp Small companies are judged to be more &bleact to
changes and opportunities in contrast to largetenoinflexible, organisations. In order small comiea to be
competitive in global scale they often follow nickiategy, i.e. product is offered to specific amdall user group.
Nevertheless, the study of Lindell & Karagozoglu 1P revealed the opposite. Small firms producedelyr
incremental products, even though radical innowatiaimed at niche markets and lead users are thoaigirovide
competing advantage to small firms.

H2: Born globals are exporting incremental typénobvations.

Small and medium sized businesses are said to wwateon developing more incremental type of patgithan large
multinational companies. It has also been arguatl dbvelopment process lacks overseas partnerd, @mapanies
tend to rely more on local networks and seek know-ltocally. The main argument behind this is scassources
(Freel 2003; Burgel & Murray 2000), it could be guened that small companies lack resources to tarilg-lasting
relationships with overseas partners. Entreprehgurenore specifically entrepreneur's previouslingd contacts and
experience of foreign activities may enhance coltation that is especially relevant for new startaompanies (see
e.g., Burgel & Murray 2000).

A study conducted of sample of UK based innovaBMEs indicated international co-operation to be iy
correlated to product novelty (Freel 2003). In othe@rds, when company develops novel innovatioris ltkely to
have more overseas co-operation partners, i.e.etsiiies, research organisations, competitors atooters etc.,
compared to development of incremental innovatidime results of Lindell & Karagozoglu (1997) studywshsmall
R&D intensive companies to rely on foreign co-opieraactivities as well. Suppliers and partnersniarketing were
the main foreign collaboration partners. Co-operatin R&D was also considered important. The stgdynple
constituted small and medium sized R&D intensiveganies in the US and Scandinavia.

The role of cooperation in innovation process hanbedely recognised in innovation literature Nar(2004),.
Companies, regardless of size, rely on externabaris in order to take an advantage of technoldgiompetences.
(see also study of Finnish companies' R&D made bsikiien 1999). SMEs are said to utilise and engagaowledge
produced outside the firm better than large firifitsey also use larger share of R&D budget for outsogr Reasons
for collaboration are many, such as reductionsk @nd costs, but main motive seemed to be gettimgyations faster
to market and utilising complementary technologi8®#Es were collaborating to conduct applied reseamct
development, whereas development and production madketing were preferred activities of large firms
Nevertheless, however important co-operation witiermal partners is, it does not guarantee suageissfovations as
the study of Bougrain & Haudeville (2002) reveal.

Collaboration is important in developing complexdanovel innovations. Furthermore, contacts to fprei
collaboration partners may enhance exporting asréqce and knowledge of foreign operations issased.

H3: Radicalness of innovation correlates with iigmepartners (during R&D-process).

3. The Data

The data we use in this study originates from timmiBh innovation data, Sfinno®, for period 1985-B8e innovation
data is based on the so-called literature-basea/ation output (LBIO) method (Palmberg et al. 2000)e innovation
data covers around 1600 innovations commercialis&inland by Finnish companies. An innovation baen defined
as “invention that has been commercialised on theket by a business firm or the equivalent” (see DETslo
Manual 1997). For each innovation, there is infdfamaon the commercialising firm. This informatiamcludes entry,
exit, geographical location, turn-over, number mipdoyees, patents, and industrial classificatid€}&ccording to the
main industrial sector of the firm. An innovativeni has been defined “as a firm, which has devalopaed
commercialised a new product — an innovation”.

In order to get some indications about the degfesowelty, the classification provided by OECD (19%&s
been applied in Finnish innovation data. The ngveltinnovations has been analysed from the petisgeaf the firm.
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This means that an innovation is considered novet is new to the firm, and therefore has requissme
reconfiguration or accumulation of the knowledgesébaf the firm. To get some knowledge about the Iinpaf
innovation in geographical respect (or from the katrperspective), a simple classification “new @ tFinnish
markets” versus “new to the world markets” has beefuded. This type of classification has also b#eplemented
from the OECD'’s definition, in which the distinaiowas made between firm-only innovations and waride
innovations. It is also compatible with evolutiopdaheories, which stress the complex set of intgvas between
innovation and dynamic competencies of the firmnihson & Clark 1990; Teece 1988; Teece et al. 1997).

In order to identify born global companies, datatib@ years of major phases in the innovation's ldpneent
cycle were collected. In the Sfinno® survey date, tespondents were asked to indicate the yearsjofr phases in
the innovation’s development cycle, including tresmary of basic idea, first prototype, commercialmatibreak-even
point and first exports. In cases where commesztbn or exports had not yet occurred, the respaingas asked to
indicate this. The year of the basic idea is carsid to reveal the year when the first initiative the development of
the innovation was voiced. The year of commeraéili;m marks the year when the innovation enterechtarket on a
larger scale than that of a mere prototype. Indbistext, the development time of an innovatiodefined as a time it
takes from basic idea to commercialisation.

As has already been stated before, the centraletHenthis paper is internationalisation behaviotiFinnish
innovative firms, more emphasis put on born gldppé of companies. By internationalisation, in tktigdy, we mean
the commencement of exporting. This narrow definiii® largely to do with database restrictions. @& lbasis of the
criteria of internationalisation, we can divide firens in our data sample into three different greuFirstly, we have
firms, which belong to the group of born globals@ding to the definition. These are young firmsjohthave started
their export activities in three years time froneithestablishment (this issue will be discussedariarchapter 4).
Although the definition of born globals varies lalgin the literature, from the age of two yearsawge of eight years,
we set a tight limit to three years in order toebyicapture the very firms “global” product of tfiem. The distribution
of born globals is presented in Figure 1.

Figure 1 Distribution of born globals

The number of Born Globals according to the year of
establishment

1982 1984 1986 1988 1990 1992 1994 1996 1998 20000

According to Figure 1, the number of born global
companies started to increase since 1986, passngninual level of ten in 1989. Right after thepdeeonomic crisis,
which Finland faced in 1991, the annual number arhibglobals crashed in 1992, but recovered soorewoly the
maximum value of 18 in 1993. Since 1995 the nunabérorn globals has been declining mainly due éotiime period
of our innovation data.

The second group of firms is called “Older” firms.€Be firms have started to export their particuiaovation
at the age of four or more. Particular here refiersur time-period of innovation data, which is 5983. For this group
of older firms, we are not able to judge whetheraee data on their first commercialised innovatomot. Due to the
limitations of our data, we are not able to captiime most well-known Finnish born global, namelyiséta Ltd.
Fortunately, a positive thing with our time perisdhat before the mid 1980s, most of the new-sfastin Finland had
their first markets in home country. The technolagievel of their products, particularly in theirst products, was not
high enough to face the international competitiarthe foreign markets. Products were usually dgezleand designed
to the Finnish circumstances, in terms of theirgerature durability, tight standards and legistai@tc. (Saarinen
2005). For these reasons, the number of born gatas$ rather small during the period before 1985.

Our third category consists of firms, which hawe started to export their innovations during tteeigd 1985-
98. This group is called “Non-exporting” firms. Inder to minimise biases in the latter part of iheetperiod, we have
excluded firms, which have commercialized innovagiafter 1994 and not started to export them y&e88. This type
of exclusion means that in our final sample, thresentativeness of born globals is relativelydretbmpared with the
representativeness of other groups of firms. Howea® the main focus of this paper is to studyrirgdonalization
patterns of born globals, the sample we use ialsleifor the achievement of our objective.

Descriptive statistics in Table 1 illustrate somearelsteristics of the different groups of firms. Aspected,
according to our definition of born globals, theeeage age of born globals is much smaller as coedpaith other
groups. The same matters also in the size of thesfiHalf of born global companies are small mitnms with less
than ten employees. Large share of non-exportingsfaire also rather small.
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Table 1. Descriptive statistics.

Born Global Old Non-Export
n= 115 298 275
Size of firm
1-9 52 (51%) 67 (22%) 106 (38%)
10-99 29 (29%) 67 (22%) 54 (19%)
100+ 13 (13%) 163 (55.7%) 110 (39%)
na 7 (7%) 1 (0.3%) 11 (4%)
Ageof firm
0-9 101 (100%) 120 (40%) 132 (47%)
10-49 129 (43%) 75 (27%)
50+ 49 (17%) 50 (18%)
na 24 (9%)
Patent applied
Yes 65 (64%) 162 (55%) 137 (50%)
No 36 (36%) 132 (45%) 136 (50%)
Type of innovation
Totally new 78 (77%) 162 (54%) 175 (63%)
Major improvement 23 (23%) 120 (40%) 85 (31%)
Incremental improvement 15 (6%) 17 (6%)

It seems that firms use patenting to protect tmgiovations. More than half of sample innovations patented even
though it is expensive and resource demanding. kedjyesmaller firms might find patenting too demamgibecause of
lacking resources. However, as Table 1 displays|rtost two thirds of innovations originating frororh globals, a
patent has already been applied. In older and rporéng firms, this share is somewhat lower, 58 &9 percent
respectively. These results indicate that patertiag been considered as an important instrumericydarly among
the group of born globals. This result is interggtin a sense that as we know, patenting is ad¢onsuming activity. In
young, just established firms, which usually ar@liin their size, patenting requires also resasiwretowever, in light
of our data and results, born globals are extrerfagy in their movements already from the very beiyig of the
company life-cycle. In three years, a new compaayg heen started, a novel product has been develppéeht
application has been sent, and even exports afaheproduct have begun. This raises a questiontabedackground
of personnel involved in these firms. It is readedo argue that many of them have previously wdrka another
company, created contacts and networks there, epioff and started a new business. Whether this dfpeasoning
makes sense, is left for the forthcoming papers.

If we look at innovation characteristics and thdistribution among different types of innovationscan be
observed that large share are totally new to ttmsfi To born global companies these are even monenom than for
other company groups. Major share of not expontevations are classified as totally new to firnhisTis a little
surprising since it could have been assumed thaterported innovations are more incremental typmwéier, some
other kind of resource restrictions may apply ititese cases. It might be these companies are ¢aftiininstance
experienced personnel as was hinted above.

4, Resultsand Analysis

When do innovative firms start their exports?

In order to get some idea about the age of firmshay start exporting their innovations, some basgults are
presented. The first limitation in this examinatienthe time period of our study. We have informationly on
innovations, which have been commercialised duttiggperiod 1985-98. This means that in case ofiolisf lets say
more than ten years, we are not able say whetegrate born globals or not. Putting this more ¢jeaf a firm has
been established in 1975, has started export tesivdalready in the late 1970s, develops a newviaitian in the mid
1980s and starts exporting the new item in 1987 noethod gets an age 12 for this firm. This meaashl help of our
innovation data and the methodology we use, wehateble to capture possible born globals frompegod before
1985. However, what we can do with our data isoimu$ on the born globals from the period 1985-1838setting
tight criteria in our born globals, three yearatfirthe establishment of the firm to the start of@igof an innovation,
we can be quite convinced that we capture the fiestyinnovation developed and commercialised bat tharticular
firm.

Table 2. Stock of innovations according to the aigirm at the commencement of exports of innowatio



Y ears Stock Y ears Stock

0 5,1% 10 56,4 %
1 12,1 % 20 68,0 %
2 17,2 % 30 74,1 %
3 27,8 % 40 81,1 %
4 33,7 % 50 88,4 %
5 39,2 % 100 97,3 %

Table 2 presents the stock of innovations accorttirege of firm at the commencement of exports nbimtion. The
table clearly illustrates that a large number ofowations are exported soon after the establishwietite firm. More
than fifty percent of all innovations see their liglyt in foreign markets in less than ten yearsetiafter the birth of the
firm. The share reaches its maximum value threesyafier the establishment of the firm, as over gercent of
innovations are started to be exported. This rgpuits some support for our definition and criteridorn globals.

In the light of results reported above, it can bsumed that producing of innovative products enbditm's
internationalisation drastically. Reasons for thi® many. Especially in small countries, like Finlathe size of
domestic market is very limited. Innovations tha aimed at niche market segments need to seekfsate abroad. In
many cases domestic market is non-existent, oemdty small and foreign markets are the primaryketafor some
innovations.

Sectoral coverage

It has been argued that innovative companies cafolred from high-technology industries, or indusdrithat are
regarded as knowledge intensive. Our sample ofviainge firms does not bring exception to this comntisought, as
can be observed from Table 4.2.

Table 4.2 Sectoral coverage of innovations.

RANK | Born Globals Older Non-Exp
1 Electronics 17,4 % Machinery 23,8|% Services 12,4 %
2 Services 13,0% Services 8,7(% Machinery 10,5 %
3 Software 11,3 % Electronics 7,76 Foodstuffs 9,8 %
4 Machinery 8,79 Software 6,7 Yo Software 8,0%

Almost the same industry sectors can be found ah egoup studied, only the rank varies. Majoritybamirn global
firms operate in electronics and services, mackiihesting also small amount of innovative born glotirms. In the
older firm category innovations in machinery arédently the most common. Traditionally, machinenthsught to
represent low technology industry, at least lesbirielogy intensive than for instance electronicssoftware. Not
surprising is either services' first position ire tbategory of non-exporting firms. Services are momy seen non-
exportable because of their characteristics, sscmtangibility and the relatedness of production @onsumption
(Grénroos 2000). However, service industry appéatie other two categories relatively high in ramke commonly
related difficulties to service exporting are nees in the sample of studied firms. Quite ofterviserfunction is
applied to high-technology products which mighttiyaexplain the relatively high share of companggserating in
service industry. Service is coupled to producbiration, and therefore offered in foreign markets.
Overall, the above results support our first hypsth - born global companies engage in high-tedhsimies.

Novelty of innovations

To get some knowledge about the novelty of innowaiio geographical respect (or from the market peatipe), a
simple classification “new to the Finnish marketgtsus “new to the world markets” has been includdéts type of
classification has also been implemented from tB€D's definition, in which the distinction was maldetween firm-
only innovations and world-wide innovations (OECD919 34). Following the OECD’s definition, a worldee

innovation occurs the very first time a new or ioyed product or process is implemented. Firm-onhovation, in
turn, occurs when the new or improved product acess is novel to the firm but has already beeremented in
other firms and industries. Firm-only innovatiomdae novel in the domestic context. All the abokiaracteristics of
an innovation describe the technological natur@rofinnovation. In the following table, the nove#tgross different
groups of firms is presented. The evaluation of ttgyeas been done by company respondents.

Table 4.3 Market novelty of innovations.

Finnish _Global NA
Born Globals 96% 87.0% 35%
Older 195% 752% 5.4 %
Non-Exp 353% 57.8% 6,9 %

The results presented in Table 4.3 indicate thaeimg of novelty, born globals are commercialisingrenradical
innovations compared with the other groups of firifisis result is not in line with our second hypaiein which the
novelty of born globals’ innovations was arguedbéoincremental, not radical. However, as our restiétarly illustrate,
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87 percent of innovations developed and commeseidlby born globals are evaluated to be new tavtrll markets.
Compared with the other groups of firms, the défere is significant. In the group of older firmise tshare of world
novel innovations is 75 percent, whereas in thegf non-exporting firms, the share is only 58cpet.

Collaboration

International collaboration and partnership betweampanies are considered important vehicles te #alvantage of
new opportunities, to achieve mutually beneficiadlg (Peters 1991), to use existing resourcesmnra efficient way,
and to facilitate technological development (Halkams& Henders 1992). However, despite the oppdiasbpened
up by globalisation effect (see Barlett & Ghosh@89) and despite the value of international pastmips, empirical
studies reveal that they tend to be more rhetbian treality (Peters 1991), and that partnerships domestic firms
still dominate (Hakansson & Henders 1992). In tirmish context, the importance of collaboration weaghlighted in

a comparative study on Austrian and Finnish collatbon behaviour. According to that study, the higiare of
collaboration in Finland could be explained by atfonal culture of co-operation”, which is deep tezbin the

underlying innovation system (Dachs, Ebersberg@y&a 2004).

In our innovation questionnaire, we distinguishetieen domestic and foreign collaborative parth@iebtain
a better picture of the nature of networks conmkdte innovation processes. In light of the previgasults, an
overwhelming majority of the innovations have béeweloped in some kind of collaboration, irrespectf industry.
The extent of collaboration ranges from 77 percerfobdstuffs to 91 percent in software, the averagiag 87 per
cent. Across the firm size groups, the extent dboration remains very similar irrespective ofifisize.

In order to approach the role of international aodiration in Finnish innovative firms, we presentiadex to
measure the importance of international collaboratiVe simply compare the importance of variousngsis and make
a division between foreign and domestic collabarat®he index presented in Table 4.4 can be calculataising the
following formula:

> c,|valud
nc=&—"-t——
> C,[valug
in which,
lc = Internationalisation index of collaboration,
C .
f = foreign collaborator,
Cq = domestic collaborator,
[valug = importance of collaborator, likert scale 0-3.

This means that if the index is below 1, the rolelaiestic collaboration has been more importath@goreign one.
If the index is over 1, foreign collaborating pans have been of greater importance.

Table 4.4 Internationalisation index of collaboxii

Born-Globals Older Non-Exp
Customers 0,91 0,88 0,38
Consults 0,58 0,56 0,34
Subcontractors 0,69 0,58 0,40
Universities 0,81 0,70 0,77
Research Institutes 0,56 0,61 0,40
Competing company 1,65 1,77 0,72
Average 0,87 0,85 0,50

The first observation from the table is that doneestillaborative partners are considered to be rmp®rtant than
foreign ones. This applies for almost all types aftpers. Only in case of competing companies, thlalmration has
been judged as more important as the domestickbmaever, this should not be interpreted to mea ith@ovation-
related networks are mainly domestic since we doknow to what degree foreign partners have takam ip the
innovation processes. A more suitable conclusionldcde that firms appropriate the most importantemal
knowledge inputs to innovation from domestic custtsn subcontractors, universities and researcitutest, while
more peripheral knowledge enters from foreign sesire.g. from competing companies.

The second result from the table is that there Hgtda exist differences between collaboration @ats of
different groups of firms. Particularly, in the gm of non-exporting firms, the importance of dorieesbllaboration
partners has been significant. This is indicatedhieyvalues below one. Non-exporting firms get tingghest index in
the class of universities, in which they actuallgrmage to pass older firms and approach born globhis means that
foreign universities play a fairly important role the development projects of non-exporting fir@ensidering born
globals and older firms, the results are relativadyal. However, born globals get slightly highesres in four classes
out of six, research institutes and competing cargsabeing as an exception.



Novelty of innovation versus collaboration

In previous sections, we have witnessed some dpa@sacteristics of the innovations developed emtimercialised
by born globals. We have seen that born globalsnoertialise more novel innovations (as analysed filoenmarket
point of view) than the other groups of firms. Wava also noticed that international collaboratianters matter for
born globals, although they have not displacedintportance of domestic partners. In this sectioa,cembine the
novelty of innovations and importance of interna#b collaborative partners during the developmemcgss of
innovation.

Table 4.5 Novelty of innovation versus collabonatio

New tothe New tothe
Finnish markets World markets
Customers 0,51 0,82
Consults 0,3¢ 0,4¢
Subcontractors 0,5¢ 0,5z
Universities 0,14 0,33
Research Centres 0,34 0,63
Competing company 1,21 1,3¢

Table 4.5 displays the results of the role of irddiomal collaboration in relation to novelty of mwation. The same
method was used as in previous section. If thexingebelow 1, the role of domestic collaboratiors ieen more
important than the foreign one. If the index is ro&eforeign collaborating partners have been efatgr importance.
The results indicate that the role of foreign cadkation is more significant in producing radicah@vations, i.e. those
that are new to world market, than in the develapn@# incremental innovations. Subcontractors séerbe only

exception. The role of competing companies in treifin collaboration is exceptionally high. Onesaafor this could

be the lack of domestic competitors. Innovativenfiraim at global niche markets and in small couliiteyFinland the

critical mass does not exist, or is insufficientelto this, firms rely more on foreign expertise.cbnclude, new to the
world innovations are characterised by higher degfenternational collaboration.

5. Conclusions

This analysis has sought to highlight the pattefriaternationalisation of Finnish innovative firmsnd characteristics
of their innovations. We began our analysis byding innovative companies into three distinct gmauporn global,
older and non-exporting. A special attention wagl ga study born globals, which have achieved rdgewide
attention in the literature of international busiseWe defined born globals as firms, which stapoeting their own
products in three years after the establishmetiteofirm. Due to our tight criteria, we were abteidentify 115 firms
from our innovation data, which fulfil the criteria large share of these firms employed less thaemdired employees.

In the paper, we had three main arguments, whiate ventatively analysed. Firstly, we argued thabirative born-
globals are located at knowledge-intensive sectdesording to results, this statement held as tlagority of born
global firms operate in electronics, services,gafe and machinery sectors. Secondly, we arguédbtina-globals are
exporting incremental type of innovations. Howe\ar it turned out born globals develop and expantennadical than
incremental type of innovations. This means that second hypothesis was rejected. Thirdly, radasdnof
innovations correlates with foreign partners (dgriR&D-process). Those companies that had internation
collaboration developed more radical innovations. cbnclude, the paper provides new information eamag the
innovation activities of born globals. It also essthe question of importance of foreign collakiorapartners during
the innovation process. This paper was the firsingit to combine the concept of internationalisatiod innovation
regarding the data we used.
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