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A Conceptual model and research propositions 
Abstract
A conceptual model is presented of the born global internationalisation process to articulate the set of relationships that leads to international market performance in these firms.  It is argued that existing approaches at this explanation are incomplete as they do not capture the learning that is undertaken by the firm prior to its legal birth.   The dynamic capability view of competitive strategy is integrated with organisational learning theory in the current conceptualisation.  The owner/manager profile, networking, learning and marketing capabilities, and the nature of the products and services offered by these firms are structured into our model with propositions suitable for empirical estimation framed.
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Dynamic learning capabilities and internationalisation of born global firms: 

A Conceptual model and research propositions


1.  Introduction
During the last decade, the born global firm, a new cadre of innovative small firms that were first formally identified in a path-breaking study of Australian high value-added exporters by McKinsey & Company and the Australian Manufacturing Council (AMC) (1993) has attracted the attention of researchers.  Sometimes referred to as ‘international new ventures’, ‘born globals’ and ‘global start-ups’, they have come of age during the current era of globalisation.  We apply the term born global and consistent with other scholars (e.g.  Autio, Sapienza & Almeida, 2000), define them as business organisations that, ‘from inception, seek to derive significant competitive advantages from the use of resources and the sale of outputs in multiple countries’ (Oviatt & McDougal, 1994, p.  49).   Some of the unique characteristics of these firms as identified in the literature are as follows.    
Born globals are leading exemplars of successful international SMEs in most countries (Criado, Criado and Knight, 2002).   
The ‘born global’ phenomenon is universal, with researchers observing its occurrence in virtually all major trading countries (e.g.  OECD, 1997;), across industry sectors (Knight & Cavusgil, 1996) and in both high-tech and low-tech sectors (Rennie, 1993).    
These firms challenge the conventional internationalisation theories by directly entering global markets with highly innovative products, sometimes even bypassing the domestic market (Oviatt & McDougall, 1994; Knight & Cavusgil, 1996; Liesch & Knight, 1999), and they 
challenge the long-held belief that the strategic options of small firms are constrained by ‘resource poverty’ (Welsh & White, 1980).  
In spite of these findings and significant academic investigation and  representation in the literature, this phenomenon remains unexplained a decade post-McKinsey (1993).   Research to date lacks a cohesive theoretical framework, with a recent critical review indicating this as a key area for further research (Criado et al., 2002).  
This paper addresses this concern by advancing a conceptual model that invites empirical estimation.   We argue that organisational learning theory combined with the dynamic capability view of competitive strategy provides a sound theoretical foundation to model the antecedent processes leading to born global internationalisation.   Although there is growing consensus among researchers that internationalisation is a process of learning and knowledge accumulation, prior research has primarily focused on market knowledge.   This approach fails to capture the learning processes that are critical antecedents of the born global internationalisation process.   We argue that a central question in born global research is how and when these firms learn and acquire the knowledge to facilitate their rapid internationalisation.   Essentially, we argue that the owner/manager profile (intellectual capital), learning and marketing capabilities, and knowledge intensive products comprise the key components of a theoretical model of born global internationalisation.  
This paper proceeds as follows.   First the role of learning in a firm’s internationalisation process is discussed specifically focusing attention on prior learning-based approaches to firm internationalisation.   Second, the key theoretical propositions of the dynamic capabilities view as it relates to firm internationalisation are discussed.   Third, the conceptual framework and the system of theoretical relationships are discussed.   Particular attention is given to exploring the key theoretical constructs and to developing a core set of research propositions.   We offer concluding remarks by discussing the implications of our conceptual model for small firm internationalisation theory, policy and practice.

2.  The role of learning in firm internationalisation
There is substantial agreement among both academics and managers (e.g., Day, 1994; Kohli & Jaworski, 1990) that learning facilitates behaviour change that leads to improved performance.   It is argued that organisational learning both determines and is determined by strategy.   The knowledge base built by organisational learning is the foundation for strategy formation (Lant & Montgomery, 1987).  Organisational learning theory suggests that there are two learning levels that lead to organisational change - adaptive learning - the most basic form of learning which occurs within the learning boundary of the firm and generative or double-loop learning which occurs when the organisation questions long-held assumptions (Argyris, 1977; Senge, 1990).  Importantly, generative learning is a potential source of strategic competitive advantage and the learning literature argues that the presence of entrepreneurship and a firm’s ability to learn from multiple sources are prerequisites to reach the generative learning level (March, 1991; Slater and Narver, 1995).  
The process school of organisational learning prominent in the recent marketing literature (Bell, Whitwell and Lukas, 2002) conceptualises learning in terms of information processing (Huber, 1991; Slater & Narver, 1995).  There are four learning processes that constitute the overall organisational learning processes of the firm.  These activities are knowledge acquisition (the development or creation of skills, insights, relationships), knowledge sharing (the dissemination to others of what has been acquired by some), knowledge utilisation (integration of the learning so that it is assimilated, broadly available, and can also be generalised to new situations), and unlearning (the review and renewal of existing knowledge and the communication of changes within the firm).  Whilst this information processing approach to learning has been widely used in the strategic marketing literature (Kohli and Jaworski, 1990; Slater and Narver, 1990), several researchers have advocated conceptualising organisational learning capability using the four learning processes indicated above (Day, 1994; Weerawardena, 2003).  Learning is a capability that can be nurtured and developed within an organisation (Teece et al., 1997).
During the last few decades, organisational learning approaches have been widely adopted to explain the firm internationalisation process.  In general, there is consensus among researchers that internationalisation can be viewed as a process of learning and knowledge accumulation (eg: Eriksson, Johanson, Majkgard and Sharma, 2000).  The behavioural internationalisation models (Johanson & Vahlne, 1977; Cavusgil, 1980) claim that learning about internationalisation is a cumulative, path dependence process, in which each step abroad adds to the firm’s knowledge (Eriksson et al., 2000).  Born global firms exhibit behaviours at variance with the path dependency theories of learning by directly entering global markets early with highly innovative products (McKinsey & AMC, 1993; Oviatt & McDougall, 1994; Knight & Cavusgil, 1996). 
 In general, the literature reflects several inadequacies in the path dependent learning approaches in capturing the born global firm internationalisation process.   First, as founders of born global firms often have market knowledge built up through years of business activity in industry, the market knowledge acquisition process of a born global need not take on a path dependent process (Madsen and Servais, 1997).  Second, born global firm’s rapid internationalisation is facilitated by their highly innovative products (Rennie, 1993; Oviatt and McDougall, 1999; Madsen and Servais, 1997).  This, in the context of born global firms that are primarily niche-players (Madsen and Servais, 1997), reflects the knowledge acquired prior to the development of innovative products.  Overall, there is a need to capture the learning processes that are undertaken by the firm prior to its legal birth in any attempt to model the born global firm internationalisation process.   
The preceding discussion suggests the importance of capturing the competitive capabilities that enable born global firms to develop highly innovative products and take such products to global markets.  The dynamic capabilities view that has evolved from the resource-based view (RBV) of competitive strategy, the dominant paradigm over the last decade, provides a sound theoretical foundation to capture the evolution of these capabilities.  The RBV suggests that firms in the same industry perform differently because they differ in their resources and capabilities (Barney, 1986).  However, the dynamic capability view, whilst implicitly suggesting the need to distinguish capabilities from resources, stresses the importance of the dynamic processes of capability building in gaining competitive advantage.
  Dynamic capabilities are defined as the firm’s ability to integrate, build, and reconfigure internal and external competencies to address rapidly changing environments (Teece et al., 1997).  Dynamic capabilities are linked with firm performance in that they change the firm’s bundle of resources, operational routines, and competencies, which in turn affect economic performance (Helfat & Raubitschek, 2000; Zollo & Winter, 2002).  The building of dynamic capabilities involves processes that are knowledge-based and that are instrumental in knowledge creation, knowledge integration and knowledge configuration (Vicari & Verona, 2001).  
The dynamic capabilities view, in comparison with the environmental model (Porter, 1990) and the RBV (Barney, 1986), assigns a prominent role to the entrepreneurial key decision-makers of the firm in the competitive strategy of the firm.  Dynamic capabilities on which competitive advantages are founded do not merely accrue to the firm (from a good ‘fit’ with industry or environmental requirements), but are developed consciously and systematically by the wilful choices and actions of the firm’s strategic leaders (Lado et al., 1992; Grant, 1991).  
3.  Conceptual framework and system of relationships

We combine the dynamic capabilities view of competitive strategy (Teece et al., 1997) with organisational learning theory (Bell et al., 2002; Burpitt and Rondinelli, 1998; Huber, 1991; Weerawardena, 2003) to provide a sound theoretical foundation on which to build a comprehensive model that captures the factors leading to rapid internationalisation of born globals.  In particular, this theoretical foundation addresses the inadequacies of past research and moves beyond the partial model of learning developed by Zahra et al.  (2000).  
Zahra et al. (2000) appropriately elevate learning to a key role in internationalisation.   However, their approach does not capture how such learning leads to the development of new routines and systems that result in improved effectiveness provided by the capability framework (Teece et al., 1997; Zollo & Winter, 2002).   Furthermore, the Zahra et al. (2000) model is only a partial model that explains the role of learning after international market entry.  In contrast, our model is premised on prior research which demonstrates that the born global derives significant advantages from the sale of innovative outputs to multiple countries from the firm’s conception as a legal entity (McDougall, Shane & Oviatt, 1994).  This demands the need to capture, as we have in our model, capabilities already in place at the time predating their legal birth (Madsen & Servais, 1997).  
Our conceptual model of born global firm internationalisation is presented in Figure 1.  We argue that the capability building process in a born global firm is driven by entrepreneurial owner / managers with a global mindset, prior international experience and a learning orientation.   They build and nurture the distinctive capabilities of market-focused learning, internally-focused learning and networking capabilities enabling the small innovative international new ventures to develop cutting edge, knowledge intensive products.  Combined with superior marketing capability involving global positioning in niche markets, this produces for these firms superior international market performance.  The proposed model is comprehensive and testable, and conforms to the specifications for the development of models in social sciences in that it incorporates the fewest necessary constructs that exert the greatest relative impact on the phenomenon under investigation (Keats & Bracker, 1998).  The key theoretical constructs of the model and proposed theoretical relationships are now discussed.

Insert Figure 1 about here

3.1  Owner/manager profile 
A growing number of researchers view exporting as an entrepreneurial act (Ibeh & Young, 2001).  In recent research, McDougall and Oviatt (2000, p. 903) define international entrepreneurship as a “combination of innovative, proactive, and risk-seeking behaviour that crosses national borders and is intended to create value in organizations”.  An essential quality of entrepreneurship is new entry – entering new or established markets with new or existing products, as well as the launching of new ventures (Lumpkin & Dess, 1996).  In our conceptualistion, we adopt McDougall and Oviatts’ (2002) framing of international entrepreneurship discussed above.  We suggest that international entrepreneurship can be conceptualised as a continuum using the three attributes discussed above that reflects the degree of ‘international entrepreneurial intensity’ of the firm.  
Consistent with Perlmutter (1969, p. 11) who argues that “the more one penetrates into the living reality of international firms, the more one finds it necessary to give serious weight about the way executives think about doing business around the world”, we focus attention on the profile of the owner/manager.  The born global internationalisation process is argued to be driven by entrepreneurial owner managers with a global mindset that enables them to not only be highly innovative, proactive and risk taking (Knight, 2001), but also to direct their attention to global opportunities given, among other things, their previous experience, contacts and often broad international education (Harveston, Kedia & Davis, 2000; McDougal, Shane & Oviatt, 1994; Madsen & Servais, 1997).  The owner/manager characteristics are cited in the literature as a key factor distinguishing born globals from non-globals (Madsen & Servais, 1997).  In prior research on large multinational manufacturers a geocentric mindset was not found to affect strategy (Kobrin, 1994).   A geocentric mindset has been identified as separately important to an entrepreneurial orientation (as measured by risk tolerance) and to experience (Harveston, Kedia & Davis, 2000) when distinguishing between born global and gradually internationalising firms in terms of strategic intent.   
In considering the owner/manager profile, the owner/manager’s prior experience is frequently cited as a key factor distinguishing born globals from other exporting firms (Harveston, Kedia & Davis, 2000; Madsen & Servais, 1997; Oviatt & McDougall, 1997).  As Madsen and Servais (1997, p.  574) suggest, “International experience is a key necessary condition for their international expansion, but it also creates the motivation and ambition to become born global”.
Finally, in regard to the owner / manager profile, we propose the link between the status quo and developing capabilities.  Building upon Dixon (1994), we argue that accumulated knowledge or intellectual capital, as captured above in the owner manager profile, “is of less significance than the processes needed to continuously revise or create knowledge” (p. 6).   Prior research on learning orientation – and specifically the propensity of managers to view exporting as a learning opportunity – has been found to be positively associated with the internationalisation of small firms (Burpitt & Rondinelli, 1998).  We argue that the learning orientation of the born global owner / manager provides some of the impetus for the development of specific learning capabilities as part of born global internationalisation.  This leads us to argue the centrality of three learning capabilities in born global internationalisation: market-focused, internally-focused and networking learning capabilities.       
3.2  Market focused learning capability 
Consistent with the traditional models, we observe the development of experiential knowledge in respect of the target market to be a prerequisite for internationalisation (Johanson & Vahlne, 1977).  Experiential or tacit knowledge is often closely linked to personal experiences and includes feelings, values and views (Nonaka & Takeuchi, 1995).  Closeness to markets and customers is conducive to rapid internationalisation (Knight, 2001).  As Madsen and Servais (1997) argue, in comparison with other exporting firms, born globals are more specialised and niche-oriented with products that are either custom made or that are standard.  This requires a greater understanding of targeted niche markets.  Based on organisational learning theory (Huber, 1991), this construct is defined as the capacity of the firm relative to its closest competitors, to acquire, disseminate, unlearn and integrate market information to create value activities.   We are led to propose:
Proposition 1: The owner/manager profile is positively related to market-focused learning capability.

3.3  Internally-focused learning capability
Born globals operate in all industry categories irrespective of whether they are high-tech, low-tech and non-tech industries suggesting that they must be innovative in all areas of value creation, both technological and non-technological.  This suggests that they require distinctive internally focused learning capabilities.  Internally focused learning capability captures all the experimental learning of the firm (Weerawardena, 2003a, 2003b) which includes technological learning (Zahra, Hitt & Ireland, 2000; Knight, 2001) and non-technological learning (Weerawardena & Coote, 2002).  This construct is defined as the capacity of the firm, relative to its customers, to develop technological and non-technological knowledge through internal sources and to disseminate, unlearn, and integrate use this knowledge to value creating activities.  We propose:
Proposition 2: The owner/manager profile is positively related to internally-focused learning capability.
3.4  Networking capability
Born globals tend to be vulnerable because they are frequently dependent upon a single product that they commercialise in lead markets first, regardless of where their markets are situated geographically.  These firms often seek partners who complement their own competences in these lead markets (Johanson & Mattsson, 1988; Oviatt & McDougall, 1994).   Networks are vital to the discovery of opportunities, to the testing of ideas, and to the garnering of resources for the formation of the new organisation (Aldrich & Zimmer, 1986).  Networks often are critical in providing the type of information that contributes to lowering risk and uncertainty inherent in international operations.  Therefore, building and maintaining relevant networks are an integral part of the internationalisation process (Liesch et al., 2002) Hence, born globals must possess superior networking capabilities.  This construct captures the firm’s capacity to acquire knowledge through networks and to develop complementary resources that are critical for rapid internationalisation (Johanson & Mattsson, 1988).  We propose:
Proposition 3: The owner/manager profile is positively related to networking capability.  
3.5  Marketing capability 

Marketing capability captures the firm’s capacity to formulate effective marketing mix strategies (Knight, 2001; Weerawardena, 2003b).  This is critical to effectively access international markets (Knight, 2001) and includes positioning their products in predominantly niche markets (Madsen & Servais, 1997).  The degree of customisation of products and the closeness of these firms to customers suggests that they are equipped with superior marketing capabilities (Knight, 2001; Cavusgil & Zou, 1994).  Proposition four is framed:
Proposition 4: The owner/manager profile is positively related to marketing capability.  
The importance of learning processes in the marketing capability development process has been stressed in recent research (Vorhies & Harker, 2000).   Approaches to target marketing (Kotler et al., 1994) suggest that understanding market characteristics is a prerequisite for effective use of marketing mix strategies to reach the desired market segment.  Marketing capabilities are developed via learning processes when the firm’s employees repeatedly apply their knowledge to solving the firm’s marketing problems (Day, 1994; Grant, 1991).  Hence, we propose:
Proposition 5: Market-focused learning capability is positively related to marketing capability.
3.6   Knowledge intensive products
In order to survive and earn economic rents, it is necessary for a born global to be at the cutting edge of the developments of their product market or capability niche (Madsen & Servais, 1997; Zahra, Ireland & Hitt, 2000).  As implied in the organisational learning approaches to innovation (Dewar & Dutton, 1986; Ettlie, 1983), the degree of innovation reflects the level of knowledge embedded in an innovation.  These highly innovative, knowledge intensive products enable positional advantages in global markets (Bell & McNaughton, 2000; McKinsey & Company and AMC, 1993).   Thus, it is argued that born globals develop highly innovative, knowledge intensive products that are high in tacitness, complexity and specificity (von Hippel, 1998) - both for goods and services - (Knight, 2002; Weerawardena, 2003a) as a result of their knowledge of the market, relationships and knowledge of existing products and close relationship with customers and their needs. 
             As noted earlier, while past research has been biased toward high-tech sectors, there is however increasing evidence to suggest the role of knowledge intensity in competitiveness and innovation in services (Tether & Hipp, 2002) and that the born global phenomenon can occur in both high-tech, low-tech as well as services sectors (Servais & Rasmussen, 2000; Moen, 2002; Criado et al., 2002).  With a view to addressing this inadequacy, the knowledge intensive products construct is conceptualised to incorporate both technological and non-technological products, both goods and services.  We are led to propose:   
Proposition 6: Market-focused learning capability is positively related to the development of knowledge intensive products.   

Proposition 7: Internally-focused learning capability is positively related to the development of knowledge intensive products.   

Proposition 8: Networking capability is positively related to the development of knowledge intensive products.   

3.7   International market performance 
International market performance is measured by financial indicators of performance, i.e.  the market share of the largest volume product line, sales growth, ROA, and pre-tax profitability (Cavusgil & Zou, 1994).  Marketing skills including emphasis on quality, effective distribution and product adaptation are considered as key success factors for born globals (Knight, 2001).   The final propositions are:
Proposition 9: Knowledge intensive products are positively related to international market performance.   
Proposition 10: Marketing capability is positively related to international market performance.   

4.  Concluding remarks
The contribution of small and medium enterprises to domestic economies in terms of employment and wealth generation is well-documented (eg. OECD, 1997).  However, this sector is not widely internationalised.  Small firm growth is also cluttered with a high rate of failures particularly at the early stage of growth.  It is frequently argued that small firm growth efforts are constrained by ‘resource-poverty’ and this, with the high failure rates, has preoccupied the research and policy agenda.  Overall, the policy emphasis has been on international market entry.  However, government efforts in this direction have been hindered by the lack of a well-founded body of knowledge concerning small firm innovation and born global internationalisation.  
The born global firm literature calls for a well-founded conceptual model that can be successfully operationalised to capture the rapid internationalisation process of born global firms.  Although internationalisation is viewed as a knowledge acquisition process, past approaches have primarily focused on market knowledge building.  This approach fails to capture the critical activities that are undertaken by entrepreneurial owner/managers of these firms prior to their firm’s legal birth.  The conceptual model presented in this paper is based on the dynamic capability view of competitive strategy and draws on organisational learning theory providing both a novel conceptualisation of the antecedent factors leading to the rapid internationalisation of born globals and a path to targeted development of policies designed to foster born global firms.  
 Policy might be directed towards facilitating entrepreneurship, expanding opportunities for international education and exchange programs that develop business experience.  Educating and facilitating firms in developing market-focused learning, through trade missions, network learning through business linkages programs and internally-focused learning through R&D incentives, and education about process improvement (eg. quality programs) are also indicated.  While many of these initiatives are already present, their availability is fragmentary and they are not-always taken up.   We present a conceptual model that underpins and provides focus for these forms of policy initiatives, and that invites empirical estimation.  
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Figure 1.  The proposed capability-based model of born global firm
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