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ABSTRACT

Internationalisation is a topic widely discussed, but one aspect of internationalisation has only in a
few cases been researched into, the effects of the internationalisation of one firm on other firms in a
local network. The term 'glocal’ has been used to describe the phenomenon of highly international
firms with strong local ties. The aim of this paper is to discuss the dual relationship between a 'glo-
cal' firm's dependence on the local resources and competence and the impact of this firm on local
networks. The interrelations and interdependencies can be a part of the explanation why some firms

are international from the founding of the firm — the International New Ventures'
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AN EXAMINATION OF THE LOCATION OF INTERNATIONAL NEW VENTURES

INTRODUCTION
During the last decade researchers have in increasing numbers paid attention to a phenomenon of

international new ventures (se. e.g. the special issue on international entrepreneurship in Interna-
tional Business Review 2005). These are companies that soon after their inception look for sales
and purchases from international markets (Oviatt & McDougall, 1994). Networks and relationships
have been noted to have an important influence on their business development (Coviello & Munro,
1995; Sharma & Blomstermo, 2003). However, there is little research on the consequences of the
existence of a highly international firm are for a local network. Thus, it is rare to find any literature
that deals with the global firm and the local network being part of the same process towards the
establishment of international competence. A few exceptions are (Johannisson, 1994; Johannisson,
1995a; Johannisson, 1995b) and (Kanter, 1997; Kanter, 1999; Zahra, Ireland, & Hitt, 2000).
The main research task in this article is to analyse how highly international firms — e.g. a 'Born
Global' firm — initiate and encourage the development of a global outlook in a local network — and
how the global firm has to rely on the local resources. Thus, we have two interrelated research ques-
tions in this article:

1. How can global competence in a firm be dependent on the resources in a local net-

work?

2. How does the international network of a firm initiate the development of new skills

in a local network?
The development of a global outlook in a group of local firms can be seen as a process by which the
global oriented firms integrate the local firms into their chain of production and services. A parallel
aspect is the development of ‘communication chains’, which inform the local oriented firms about

the global markets and the end-users. Summing up the purpose of the research, we want to expand



the concept ‘glocal’ meaning global and local (Anderson & de Palma, 2000; Choi, 1999; Johannis-
son 1994; Keeble et al., 1998; Oviatt & McDougall 1994; Porter, 2000). ‘Glocal' is the unique com-
bination of highly international firms with firms with deep roots in a local network. Consequently,
the purpose of this article is to discuss the local consequences of the existence of one International
New Venture or more for a local network of firms — and how the production of the International
New Ventures can be highly dependent on the existence of local suppliers.

The paper begins with a short discussion of the term International New Venture and an introduction
to the research on this type of firms. Next, we focus on a research model, which can explain how
international relations can be transferred from one — highly international — firm to a network of
firms. Then, we will take a closer look at two case studies from Denmark — two International New
Ventures which have had a great impact on the daily life of several small firms in a part of Den-
mark. Finally, the theoretical considerations and the case studies will be summed up in a conclusion

and suggestions for further research.

DEFINING INTERNATIONAL NEW VENTURES

Before the Born Global concept was introduced similar discussions of firms with immediate inter-
nationalization took place. During the 1980’s several small studies (including case studies) docu-
ment the existence of firms which are internationally oriented right from the birth. Ganitsky (1989)
calls these firms “innate exporters’ as a contradiction to the ‘adoptive exporters’. The innate expor-
ters are clearly more flexible and have a larger degree of international outlook in the management.
On the other hand they are often limited due to their lack of experience and resources. An early ar-
ticle on this topic is Jolly, Alahuta, & Jeannet (1992), which build on a number of case studies of
high-tech firms. High Technology Start Ups, as these firms are called, are maybe so extreme cases

(as Jolly, Alahuta, & Jeannet (1992) point to themselves) that it can be discussed whether it is poss-



ible to make any generalizations from the case studies. Characteristic for the case firms is that per-
sons from several countries were the founders, and that they follow a strategy directed towards in-
ternational niche markets. These firms represent a type of firms that, due to their high tech product,
may have to be international right from the beginning. Up to the middle of the 1990°s the research
on firms with an immediate internationalization was characterized by a few case studies of primari-
ly high-tech firms and one large survey in Australia. More precise empirical and theoretical work
was missing, especially regarding the nature and types of these firms. This was changed by the
work of McDougall and Oviatt, who labeled this type of firms ‘International New Ventures’ (INV),
see (McDougall, Shane, & Oviatt, 1994; Oviatt & McDougall 1994; Oviatt & McDougall, 1995;
Oviatt & McDougall, 1997). They defined an INV as a firm that right from its birth seeks a compet-
itive advantage by using resources from several countries and by selling its products in several
countries.

The purpose of their work was to formulate a theory of international new ventures through the com-
bination of existing theory on primarily entrepreneurship and a large number of case studies.

The definition of an INV is rather broad but anyway more precise that seen before: We define an
international new venture as a business organization that, from inception, seeks to derive signifi-
cant competitive advantage from the use of resources and the sale of outputs in multiple countries.
The distinguishing feature of these start-ups is that their origins are international, as demonstrated
by observable and significant commitments of resources (e.g., material, people, financing, time) in
more than one nation. (Oviatt & McDougall, 1994 p.49).

Oviatt & McDougall (1994) tried to be more specific on the concepts used in the definition — not by
using supplementary definitions — but through a typology of firms created from the number of value
chain activities combined with the number of countries by identifying four types of international

new ventures. The different types vary according to the number of countries involved in the compa-



nies’ operation and according to the number of value chain activities these companies coordinate
across countries.

Knight & Cavusgil (1996) described different trends that facilitate the development of 'Born
Globals'. One of these trends is the increasing importance of niche markets, forcing small firms into
small niches in several countries in order to be competitive. Another important trend is the devel-
opment in process technology and the resulting possibilities created by the rapid development of
advanced communication technology. Further technology diffusion in increased speed and the in-
creased importance of global networks and alliances are described as factors triggering off the de-
velopment of Born Global firms.

There are several reasons why it has been important to study this phenomenon. It seems that a large
and increasing number of firms can be classified as 'Born Globals'. Lindmark et al. (1994) reported
that nearly 50% of high tech start-ups in the Nordic countries began exporting within two years of
their establishment. Madsen & Servais (1997) concluded the discussion of factors creating firms
that are global from their birth by stating, ‘it must be expected that the phenomenon of Born Globals
will become more widespread in the future'. Empirically Preece, Miles, & Baetz (1999), based upon
a Canadian sample of firms, concluded that, ‘Clearly, the trend towards instant internationals was
reflected in the data'. A longitudinal study presented by Christensen & Jacobsen (1996) reported
that an increasing number of Danish firms started exporting shortly after being established as seen
in previous research in Denmark, see (Christensen, 1991) too. Overall, it could be stated that the
main bulk of academic research on these 'non-traditional’ exporters has been preoccupied with de-
scribing and understanding the inter-organisational relations that have lead to the emergence of the
phenomena. One critical element that has been disregarded in this research has hence been the ques-
tion of the local anchoring of the firms.

McDougall, Shane, & Oviatt (1994) argue that the founders of International New Ventures (INVs)



are more concerned with the possibilities of combining resources of different national markets, be-
cause of the competence they have developed through their earlier activities. International entrepre-
neurs are thus able to avoid domestic path dependence by establishing ventures, which, already
from the beginning, are experienced in managing a multicultural workforce, in co-ordinating resour-
ces located in different nations, and in targeting customers in several geographical places simulta-
neously. In a similar vein, Bell (1995) notes that the network approach to internationalisation seems
to have some merit. Furthermore, the case of 'Born Globals' may be similar to the situation of the
‘Late Starter’ or the “International Among Others’, (Johanson & Mattsson, 1988), operating in a
highly internationalised environment. As such, '‘Born Global' firms can be viewed as boundary
spanning units connecting international markets or networks with the local network in which they
are located, as depicted in figure 1 later in this article.

The prime objective of current research on '‘Born Globals' has been to justify the phenomenon and
discover some of the driving forces behind this type of firms. However, only little effort has been
made to understand the impact of 'Born Global’ firms on the local network — and how local net-
works foster global firms.

Regional development and internationalisation (or globalisation) are thus often seen as two opposite
poles, but as Michael Porter writes in a recent article about globalisation and regional networks —
see (Porter 2000) — 'the local networks play an important role in the development of the interna-
tionalisation of especially newly established firms'. As Porter writes in the same article, the preva-
lent view nowadays is that changes in technology and competition have diminished the traditional
roles of location. This means that it is no longer necessary to locate near markets to serve them, and
it is easy to conclude that location no longer has any importance, but this perspective is hard to rec-
oncile with competitive reality. Instead, the local networks (which in Porter’s view can be seen as

critical masses of unusual competitive success in particular business areas) are found in every na-



tional, regional, state, and even metropolitan economy, especially in more advanced nations. From
the viewpoint of firms, the idea of local networks represents a new way of seeing the firms’ com-
petitive advantage. An advantage that not only comes from the internal organisation of the firm, but
also for a major part is a competitive advantage that lies outside the firm in the location where the
firm is based. The network and the firm — and the viability of both — can be seen as interconnected
and interdependent.

Hence, we can conclude this section by stating that the phenomenon of rapid internationalisation is
important in the research on the internationalisation of firms and that the research on the influence
of the local networks — and on the local networks — of the '‘Born Global' firms is almost non-

existing.

THE LOCAL NETWORK

After this short introduction to the concept of International New Ventures, we will expand the re-
search model and focus on how the focal firm (the 'Born Global' firm) on the one hand uses the lo-
cal network and on the other the international network. The internationalisation of a highly interna-
tional firm from birth has in this model first to be seen in connection with the market conditions,
and secondly with its networks — or the networks of the founder(s) as a type of path dependence.
Johanson & Mattsson (1988) point out that the internationalisation processes of firms will be much
faster in internationalised market conditions, among other things because the need for co-ordination
and integration across borders is high. Their 'establishment chain’ does not necessarily follow the
traditional picture because strategic alliances, joint ventures, etc. are much more prevalent; instead
firms seek partners with supplementary skills and resources. In other words, the internationalisation
processes of firms will be much more individual and situation specific in internationalised markets.

In a review of subcontractors’ internationalisation processes, Andersen, Blenker, & Christensen



(1995) report that subcontractors often internationalise in a non-conventional manner, because they
follow domestic customers, or because they co-operate with foreign system suppliers. Another
route, which may easily be similar to the pattern revealed for 'Born Globals', is seen in connection
with subcontractors who internationalise through integration in the supply chain of a multinational
company. In any case, the internationalisation process of the individual firm cannot be seen in isola-
tion; it can only be analysed by understanding the environmental conditions as well as the actual
relationships of the firm in question. It is thus necessary to understand the entire network in which
the firm is active.

A deeper theoretical explanation of the 'path dependency' of ‘Born Globals' may be found in the
evolutionary approach to the study of dynamic changes. The Born Global firm acts not only in an
environment, but also in an internal context that is much different from that of an “Early Starter’.
The uncertainty and learning aspect are not related to knowledge about geographical markets but to
knowledge about new production processes, specialisation patterns, exchange patterns, etc. Their
organisational routines do not depend much on any local or national borders - and therefore they do
not fit into the manifestation of the traditional stage models for internationalisation of firms (Ander-
sen, 1993; Bell 1995; Bilkey & Tesar, 1977; Johanson & Vahlne, 1977; Johanson & Wiedersheim
Paul, 1975). They probably do have a set of regular and predictable ways of doing things, though.
Moreover, they do have routines, decision rules and capabilities, which may be considered the
'genes’ of the organisation. Instead of being tied to geographical markets, these genes may be tied to
certain specialised, value adding processes, which the firm solves in that particular, international-
ised industry.

Interpreted in the light of these theoretical concepts, the Born Global phenomenon does not repre-
sent any revolutionary pattern of internationalisation; also, '‘Born Globals' may behave according to

an evolutionary framework. However, when studying a Born Global firm, the time perspective



should be extended beyond its birth. Probably, many of the ‘genes’ have roots back to firms in the
region and networks, in which its founder(s) gained industry experience. In many instances it may
be doubtful whether a 'Born Global' can be considered a new company. In a legal sense, the com-
pany may be new, but its skills and capabilities were often born and matured prior to its legal birth.
As Andersson (2000) clearly demonstrates, various international strategies can be found in firms
that are similar to each other and act in similar environments, because of the entrepreneurs’ differ-
ent backgrounds and aspirations. The entrepreneur is thus the one single most important factor in
explaining firms’ different routes to the international markets as in Madsen & Servais (1997) and
Rasmussen, Madsen, & Evangelista (2001). In relation to our research interest, it means that the
entrepreneur’s personal network and contacts both internationally and in the local network become
very important as an explanation of the different international strategies followed by the Born
Global firms.

The successful establishment and growth of SMEs is often argued to benefit from locations within a
geographical network of firms. Hayter (1997) refers to two paths of development. The first is the
seedbed start-up where the motivation is the desire to live in one’s own locality. The rationale is the
fact that new entrepreneurs are thoroughly familiar with their home locales where they are known.
As such they have contacts to local financial institutions, knowledge of local markets, and they un-
derstand the characteristics of local labour, available equipment and suppliers and logistics. The
home of the entrepreneur provides ready-made company headquarters and may for a while host
manufacturing. Local entrepreneurs therefore ‘inherit considerable knowledge about their local
environment as part of their birthright. To locate elsewhere would involve all the costs and uncer-
tainties in collecting and understanding information on unfamiliar places’ (Hayter, 1997 p.224). On
the other hand, newcomers might also become entrepreneurs in the sense that the incubator start-up

situation might be more concessive, e.g. ethnic groups that facilitate the nurture of immigrant entre-



preneurs, as seen in the McKinsey report (McKinsey & Co., 1993).

Johanson & Mattsson (1988) stated that firms internationalize when they establish and develop po-
sitions in relation to counterparts in foreign networks. Because of network interdependencies a firm
may even be forced to become international if it wants to defend or maintain its position in a partic-
ular business network, or if other firms in the business network establish relationships with counter-
parts abroad. Further, they suggested that success in internationalization is more dependent on do-
mestic and international networks than on market features, e.g. on the culture of the target-market.
Johanson & Vahlne (2003) have brought this to pertain to new ventures as well. According to them,
the early phases of Internationalization of new ventures are not yet understood but there are clear
indications of the importance of networks in this. Already Johanson & Mattsson (1988) and Coviel-
lo & Munro (1995) note that internationalizing firms rely on their existing relationships because
these offer contacts to customers, help to develop partners and positions, provide local market
knowledge and Initial credibility, and provide access to distribution channels. To go to international
markets firms needs to have information of the international opportunities and identify and get to
know the possible exchange partners (Ellis, 2000). Beyond information sharing and access, existing
relationships may initiate unintentional internationalization if a current business partner becomes an
active mediator introducing the firm to foreign actors. Coviello & Munro (1995) note networks to
both enhance Internationalization efforts and compensate the limited marketing expertise and infra-
structure but also to restrict the business.

Johanson & Vahine (2003) present that in networks new firms learn, and by using what they have
learned they are capable of proceeding in internationalization. Thus, learning within networks
creates a possibility to construct new international networks. Relationships grow incrementally in
interaction and commitment to these relationships develops through common investments. In this

interaction partners naturally learn from each other and about each other’s needs, resources and



strategies. These might pull the partners into internationalization.

On the basis at the above some roles for networks in internationalization of firms can be identified
(Harris & Wheeler, 2005). Firstly, networks provide information on business opportunities and
business partners in international markets and transfer general market knowledge. Secondly, net-
works provide introduction to far located and to a firm unknown possible business partners. Third-
ly, networks create initial access to international marketing networks, such as distribution networks,
and legitimate the firm in the market. Fourthly, networks provide a basis for interacting with others
thus making it possible for a firm to learn and develop skills needed in internationalization. Fifthly,
networks may also inhibit the international growth possibilities for the firm.

Hence, it could be argued international new ventures to be a result of development of existing rela-
tionships, development of relationships to possible new partners abroad and development of rela-
tionships with relationships of existing and new partners (Johanson & Vahlne, 2003). Here the
firm’s positions before the internationalization begins are important since they indicate market as-
sets influencing the process (Johanson & Mattsson, 1988).

In the early steps of the venturing process personal network may provide the encouragement needed
to push a committed entrepreneur forward in his venturing.

Characteristic of entrepreneurial behavior is personal commitment, intentional interaction and crea-
tivity. Therefore, typical of entrepreneurial behavior is “to find a way’ to access the needed re-
sources (Stevenson & Jarillo, 1990). This can be seen connected to ‘acting as if” behavior (Gartner,
Bird, & Starr, 1992) and social contracting (Starr & Macmillan, 1990). Also Aldrich & Zimmer
(1986) emphasized close personal relationships as the often best available sources for resources in
new venture establishment.

The rationale of the incubator hypothesis is that an industrialized section of an area offers new firms

a supply of building facilities and access to cheap accommodation, suppliers, markets, and a variety



of business services. Concentrating together, new and small firms create external economies of
scale by buying and selling among each other and sharing close access to storage facilities as well
as transportation and wholesales, which facilitates export and imports.

Such locations *also provide access to labor pools, while providing various employee related ser-
vices such as public transportation and shops’ (Hayter, 1997 p.226). Especially with regard to
technology-oriented complexes, the incubator hypothesis has found usage e.g. in the study of
science parks, and it is being closely connected to the term of industrial districts.

Even though the companies in our study are born global when we look at the market for their prod-
ucts and services, they can be local in their founding process. In this way, the companies can be
‘glocal’ as Johannisson (1994) labels it; founded in a local environment but with a global market.
Through a complex interaction between social and business networks, the local co-operation estab-
lishes the potential for the globalization of some of the firms — often with the founder as the node in
the networks. This is the same vein that (Keeble et al., 1998) demonstrate; far from substituting
international networks for local ones, technology intensive firms, having achieved high levels of
internationalisation, in fact also exhibit high levels of local networking with respect to research col-
laboration and intra-industry networking.

The next step in this article is to present two studies from the Danish fish industry — from the pro-
duction of fish at fish farms to the processing at factories in Denmark to the final export to markets
all over Europe.

METHOD

Several concepts are used to describe the relations between firms, e.g. supply chain, value system,
network, cluster, etc. It is thus necessary to give some short definitions of how we intend to use the
concepts in the coming case studies. By value system, we mean the production chain or supply

chain from the fish farmers to the consumers — the physical movement or transportation of goods



and the economic transactions connected to this transportation of goods. By network, we mean all
types of contact between firms and other actors — a loosely coupled system. Often the term *cluster’
is used to describe a regional network of firms bound together through both formal and informal
relations, see (Porter 2000), but in this paper, we prefer to use the term *network’ instead.
So far, the main interest has been on the local relationships’ effect on the internationalisation of the
firm, but as it appears from the above, this internationalisation also affects the relationships in the
local business network. In the paper, we analyse a part of the Danish fish industry — production of
fish and all kinds of fish products, frozen or fresh. Production of fish and export to especially
Southern Europe have a long tradition in Denmark, and the large number of firms in the fish indus-
try gives new firms easy access to the European markets. In this way, one of a new firm’s main ad-
vantages is the use of the existing Danish network of fish exporters, meaning that the company
largely does not have to think of logistics or marketing. It was expressed in the words of the founder
of one of the firms: ‘One of our advantages has been that we are based so close to the original -
European and Southern European market. We are close in both distance and thus delivery-wise. We
can then deliver fish to both France and Hamburg very fast since we benefit from the infrastructure
the traditional fish industry has created. You can thus buy fish at any auction house in Denmark
and have them shipped and ready in Hamburg the following morning by 04 a.m. Location is our
advantage’.

Figure 1 app. here
Even more interesting is it to see that new firms in the Danish fish industry place themselves close
to the existing firms and that they try to find a niche (product/market) where they do not compete
with the local well-established firms. The competitive advantage of the Danish fish industry seen as
a loosely coupled network is thus that contacts in the market, market experience, and even employ-

ees can be shared, see figure 1. In the remaining part of this article, we will investigate further, how



the internationalisation of one firm in such a network has consequences for the other firms.

The data for the case studies come from a large study of Danish 'Born Globals'. From this survey,
we have selected two examples of firms that are highly dependent on their local network even
though the firms must be characterised as being highly international with an export of almost 100%
of the total sale. We do not intend to generalise about the local networks of Danish '‘Born Globals',
but we think that through two case studies it is possible to come with an input to the discussion of
the interdependence between highly internationalised firms and their local network. Furthermore, it
is possible to show how a group of firms — in this case Danish fish farmers — are integrated into an
international value chain, though the firms are strictly locally oriented.

As with case studies, in general — see e.g. (Yin, 1993) — the purpose of the research is not to test a
model or a number of hypotheses. Instead, we seek a deeper understanding of the most important
relations for a highly international firm as a 'Born Global'. The models in the next part of the paper

are thus illustrations of these relations and not links between variables.

CASE STUDIES

The empirical part of this article has its background in several case studies of Danish Born Global
firms, and we will focus on two case studies of firms that to a large extent have the same history.
Both firms work with processing of fish (salmon, trout, etc.) for the European market, and both
firms were founded in the beginning of the 1990’s. One of the firms had three founders: one respon-
sible for marketing and sale, one for production and logistics and the last one for the supply. The
number of employees at the time of the case study was between 50 and 100, and both firms were
founded a few years before the case study in a ‘large’ scale with app. 30 employees each. The rea-
son for two case studies is to show that even these two firms have almost the same market, the same

geographical location, and almost the same history — or 'path dependence’ — their relations to their



suppliers develop in different directions.

One of the firms — named A — has almost all of its suppliers of raw fish (trout) in Denmark, and its
connections with the suppliers are characterised by close relations. Firm A can be seen as the node
in a local network with strong international ties through this one firm. In connection with our initial
research model, (see figure 1) it is the relations between this firm and its local suppliers as a way of
internationalising the local suppliers that retains our main interest. Or more precisely how the local
firms and networks have changed owing to changes in the focal firms’ international sales network.
The other firm — named B — has chosen to combine local and international suppliers of fresh fish
and does not have the same close relations as firm A.

We will start the analysis of the relations between the fish farmers and firm A with the fish farmer's
point of view. The Danish fish farmers sell direct to the fish markets in Europe — normally through
agents — but in case A they prefer to have long-term contracts and close relations to a Danish pro-
ducer of fish products, such as smoked trout. The reason for this choice is that they have the oppor-
tunity to develop closer relations to the purchaser. In several cases the relations between the fish
farmers and the producers are very close, e.g. through cross-ownership and/or membership of each
other’s boards. Instead of a price regulated by the daily fish market in Europe, the fish farmers now
have the possibility of obtaining long-term contracts with a stable price — but also the risk of getting
a lower price than possible in the open market. Furthermore, the advantage to both parties in this
relationship is that the production of fish can be closely related to the demands of the consumers in
Europe and to the contracts with the large supermarket chains.

If we take a closer look at the relations and the implications from a network perspective, there are
several consequences for the local networks and the producers of raw materials (fish) in this supply
chain ending up with rather expensive, high-quality fish products, such as trout. The value chain for

this type of product can be seen like this in a simplified model.



- Figure 2 app. here -
This simplified model shows the way that products move in the value chain. In general, communi-
cation will move in the opposite direction indicating that the fish-processing firm communicates
with the market and ‘translates’ the demands of the market into specific orders for the fish farmers.
Traditionally, these fish farmers sell indirectly to the producers through fish markets or to the su-
permarkets through agents. The communication with the fish farmers from the markets will there-
fore be indirect, and normally they have only sparse information about the wishes of the markets.
The problem for the producers of fish (firm A and B) is that the production of fish (especially trout)
is highly dependent on the weather conditions. When it gets cold, the fish almost stop growing, and
the use of the fish from the fish farms in this way diminishes the stock of fish. What worsens the
problem is that the highest demand for (and the highest prices of) e.g. smoked trout is in the winter,
when production is low. In most cases, both firm A and B have long-term contracts with the super-
markets meaning that it is extremely important to the firms to have a close contact to the suppliers
to ensure a steady supply. The other possibility in the winter is to buy from the fish markets at a
very high price, as firm B does.
Firm A has, as its main advantage, the ability to deliver fish from water to table within 24 hours in
all countries in Europe. The fish are caught at the fish farm in the morning, smoked, cooled, packed,
etc. during the daytime, shipped off in the night by truck or plane and are ready to sell the next
morning in a supermarket in e.g. Lyon. The firm clearly has its advantage in delivering the highest
possible quality, which gives it a premium price. Several times during the year, controllers from
large European supermarket groups visit the factories and the fish farms to control the quality. Sev-
eral of these supermarkets have extremely precise rules regarding the production of fish; the fish

farms for example have to produce their own fry to ensure the quality. This is one of the reasons



why firm A has chosen to have close relations to its suppliers of fresh fish. Firm B has instead cho-
sen the 'market solution' and buys most of its supplies on the European fish markets or from large
producers of fish. The advantage to firm B is the possibility to 'shop around' at the lowest price, but
the disadvantage is on the other hand lack of control with the production. In several cases, firm B
has had problems with the external control from e.g. the supermarkets, and now consider more close
relations with a few producers of fish in Denmark and Norway.

Summing up the description of the networks of fish farming and fish producers, we can see that
because of demands from the international market very close relations between the two parties can
be necessary. Close relations give the fish producers (firm A) the possibility of having a stable sup-
ply at a stable price. The advantage to the fish farmers is that they know the demand and the price,
but — and that is maybe the most important part — that they gain access to information about the
market, too.

It was extremely important for especially firm A to have a group of customers (and contracts) and a
group of suppliers (the fish farmers), before the firm started its production. The idea was to find the
right place in the market by delivering the right product. If it had not been possible to have this sta-
ble group of suppliers, the firm would not have started its production. ‘It was decisive to have ac-
cess to one or more suppliers, which could give us the raw materials we needed, when we began’.
Firm A wanted to deliver to the market the right (high) quality at the right time with long-term con-
tracts with the supermarkets. This type of contract was new at that time, and the offer to the super-
markets was to deliver a high quality of fish products, supplied on a stable basis and packed as the
supermarkets and the consumers would like it — and at a high price. The main idea thus was ‘to
close a hole in the market’, as one of the founders says. Access to the right quality of supplies at the
right time was fundamental to the founding of the firm, and one of the solutions to this was to ex-

change shares with the largest of the fish farmers. This resulted in a close contact between the fish



farm and the producer, not only in day-to-day business but in strategic matters too.

The supermarkets demand a very high quality in the production of fish. The consequence is that
firm A has to be 100% certain that there are no problems at all at the fish farms. When the control-
lers from the supermarkets come to Denmark, they visit both the producer (the factory) and the sup-
pliers — the fish farmers. Furthermore, the supermarkets often have special wishes as to the final
product — and typically, on a short-term basis — which implies that the producers are forced to have
suppliers that they can rely on. The flexibility of firm A is thus one of their main arguments in ne-
gotiations with the large supermarkets, but this flexibility has to go through the supply chain to the
fish farmers too. Instead, firm B decided to work with short-term contracts with both customers and
suppliers and to be 'overall in the market' as one of the founders said it. To match demand and sup-
ply of high-quality fish products in Europe in a time span of often less than 24 hours has been the
founding philosophy of firm B.

A very high quality of products, long-term contracts with the supermarket chains and a high degree
of flexibility are the means according to which firm A has been successfully dealing with the Euro-
pean markets for fish products. This strategy has meant that the firm from the beginning had to es-
tablish close relations with the suppliers of fish. For firm A —whose suppliers are all local — the co-
operation with the fish farmers has largely been a major part of its success. The supply chain from

Figure 2 has in this way changed a lot for this firm:

- Figure 3 app. here —
The local fish farmers are now deeply integrated in the production system of the fish-producing
firm. The local fish farmers have to some extent lost their independence — the right to sell on a daily
basis on the fish markets of Europe — but instead they have long-term contracts and stable prices.

Furthermore, they now have access to information about the customers, both supermarkets and end-



users. Instead of the outsourcing of production — as it is often seen — this is an example of insourc-
ing of suppliers, who are a critical resource in the production.

The demand for high-quality products from the consumers and the system of long-term contracts at
supermarket level, these factors are in this way — so to speak — moving down in the supply chain to
a group of raw material producers who are not used to think in such terms. The fish farmers in
Denmark are typically family businesses (man and wife firms) with a strong local orientation, but as
suppliers to firm A they have to be international. Close contact with a producer and for example, an
inspection from a French supermarket is quite new to these fish farmers. The integration in a value
chain has not been easy for the fish farmers and especially one of the founders in firm A has spent
almost all his time on being in contact with the fish farmers.

This small case study of the production of fish in Denmark thus shows us that the internationalisa-
tion of one firm on the whole can have consequences for the strategy of other firms with a much
more local orientation. The fish farmers are not international firms if we define internationalisation
as exporting, but through the integration in an international supply chain, they are getting still more
international in their outlook and strategy. In contrast to firm A, firm B has been operating in an
open market with day-to-day sale and buying. This may be an advantage, especially if the firm is
able to find the right match between demand and supply. The two different strategies in firm A and
B have some consequences for the employees at the factories. Firm A has long-term contracts with
its employees in the production and a monthly salary. Firm B instead pays its workers in the pro-
duction by the hour, and they can be hired and fired within a few days. It gives firm B a higher
flexibility, but it has been difficult for the firm to find workers with the right qualifications. Con-
trary to firm B, firm A has a very stable staff in the production and has used many resources to edu-
cate its employees.

As a natural consequence of firm B's strategy its main supplier of fish bought the firm in 2001. The



buyer — a large Norwegian producer of fresh fish, especially salmon — had as its main objective for
the investment in Denmark to get closer to the European customers and get access to the knowledge

of firm B.

CONCLUSION AND FURTHER RESEARCH

In the beginning of this article, we asked what the consequences are of the existence of one or more
'‘Born Globals' for a local network of firms —and how the Born Global firms' competence and pro-
duction depend on the existence of local suppliers. As can be seen from the case study of firm A
above, the founding and development of a Born Global firm can be highly locally dependent. On
the other hand, precisely the existence of a global firm may influence the development of the local
firms. Global and local are in our study not contradictions but two sides of the same coin. The focal
connection between the local firms and the international customers has been the Born Global firm.
To this could be added that the de facto connector between the global and local actors is the entre-
preneur — or entrepreneurs in one of the firms. It is the entrepreneur with both the local and global
knowledge of firms and opportunities that finds the right strategy of connections.

If we see strategy as ‘a pattern in a stream of action’ to use the words of Mintzberg & Waters
(1985), the entrepreneur is able to see a common pattern in the actions of the local firms and the
actions of the global customers. Furthermore, the entrepreneur is able to make this pattern develop
into a successful strategy. The inter-firm activities, which stems from this strategy development in
the Born Global firms, make it possible for even very local firms to keep up with the speed and va-
riety needed in the volatile international markets (Rasmussen & Servais, 2002).

On the other hand — as case B demonstrates — a Born Global firm does not necessarily have to rely
on strong local relations with its suppliers to become highly international. Instead, the sourcing of

the most important resource — the raw fish — is on a global scale. Even the two firms’ strategy re-



garding suppliers has been different; they both had to rely on the Danish network of fish exporters.
Through this network, the firms had access to logistics, market knowledge, insurance, etc. The two
cases thus show us that even when two firms start at the same time and have almost the same prod-
uct and customers, their strategies and further development can be quite different.

Another impact a Born Global firm could have on the local network might be that it is ‘courageous’.
This implies that this particular firm has an entrepreneurial experience that not all the local firms
have, and that it does not follow the traditional pattern of development. If its international endeav-
ours turn out to be positive, it will serve as a role model to other small local firms. Much knowledge
about doing international business will be transmitted through personal and perhaps even profes-
sional relations, very much in the vein of ‘If he can, | can too’. Other influence not only confined to
'‘Born Globals' is, as we have seen in the previous section, international rules or standards that could
have a large impact on the ongoing local business contacts. The relationships as such might not be
changed by impact from abroad, but instead the common rules and local norms may be changed
over time. In addition, other local relations might be influenced by some firms’ internationalisation,
e.g. the relationship to suppliers of wrapping, service providers etc. One could anticipate that the
demand for suppliers with the capabilities to understand different cultural settings may increase
over time, and if this demand it not fulfilled locally, the firm might be forced to find alternatives
elsewhere. These observations are also reflected in the international purchasing literature. Unfortu-
nately, most research has been from the perspective of the exporter rather than the importer (Lye &
Hamilton, 2000). Research regarding international sourcing activities is still limited compared to the
research on other areas of international business (Liang & Parkhe, 1997). This imbalance is some-
what surprisingly given that the ultimate success of exporters is dependent upon the behaviour of
foreign purchasing. Buyer-seller relationships have changed considerably in recent years; instead of

the seller taking the initiative, the buyer is increasingly active searching (i.e. reverse marketing) for



a supplier that is able to fulfil the requirements.

Furthermore, we can see that even small changes through some firms’ internationalisation might
have comprehensive local consequences over time. Internationalisation seen in this way is thus not
only a question of exporting, but also of innovation, co-operation with suppliers, networking of all
types, etc. In this paper, we have focused on some of the possible effects some firms’ rapid interna-
tionalisation might have on the local network. This work is not at all comprehensive, and more re-
search is needed to understand this diffusion of knowledge. A very difficult task since it really calls
for much more longitudinal studies.

‘Location is our advantage' as one of the founders of the born global firm A expressed it, but how
can location be the main advantage to a firm exporting almost 100% of its production is one of
questions we have tried to answer. How location and globalisation interweave in a unique way and
the theoretical conclusions to be drawn from this have thus still to be researched into in a more

thorough way than possible from a few case studies.
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Figure 1: Important relations
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