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Abstract 
We investigate born-global firms as early adopters of internationalization - that 
is, companies that expand into foreign markets and exhibit international 
business prowess and superior performance, from or near their founding. Our 
explication highlights the critical role of innovative culture, as well as 
knowledge and capabilities, in this unique breed of international, entrepre- 
neurial firm. Case studies are analyzed to better understand the early 
internationalization phenomenon and reveal key orientations and strategies 
that engender international success among these innovative firms. Case 
findings are then validated in a survey-based study. Despite the scarce 
resources typical of young firms, our findings reveal that born-global firms 
leverage a distinctive mix of orientations and strategies that allow them to 
succeed in diverse international markets. Findings have important implications 
for the internationalization of contemporary firms. 
Journal of International Business Studies (2004) 35, 124-141. 
doi: I 0. 1 057/palgrave.jibs.840007 I 
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Innovation, knowledge, and capabilities have been central 
themes of research on the strategy and performance of the firm. 
Companies that operate internationally from an early stage in their 
development - early adopters of internationalization or 'born- 
global firms' - are emerging in substantial numbers worldwide. 
Despite the scarce financial, human, and tangible resources that 
characterize most new businesses, these early internationalizing 
firms leverage innovativeness, knowledge, and capabilities to 
achieve considerable foreign market success early in their evolu- 
tion. Sometimes referred to as international new ventures or global 
start-ups, they have come of age during the current era of 
globalization and advanced technologies. Consistent with other 
scholars (e.g., Autio et al., 2000; Knight and Cavusgil, 1996; Oviatt 
and McDougall, 1994; Rennie, 1993), we define born globals as 
business organizations that, from or near their founding, seek 
superior international business performance from the application 
of knowledge-based resources to the sale of outputs in multiple 
countries. 

The distinguishing feature of these firms is that their origins are 
international, as demonstrated by management's global focus and 
the commitment of specific resources to international activities. In 
contrast to the traditional pattern of firms that operate in the 
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domestic market for many years and gradually 
evolve into international trade (e.g., Johanson and 
Vahlne, 1977), these early adopters of internatio- 
nalization begin with a global view of their 
markets, and develop the capabilities needed to 
achieve their international goals at or near the 
firm's founding. We focus on the phenomenon of 
early internationalization and the capabilities that 
born globals leverage for achieving superior perfor- 
mance in international markets. 

Reports on the widespread emergence of born 
globals in numerous nations (e.g., Moen and 
Servais, 2002; Nikkei Sangyoo Shimbun, 1995; 
Rennie, 1993) indicate that it is an important 
phenomenon. These businesses first emerged in 
countries with small domestic markets, but are now 
appearing in markedly large numbers throughout 
the world. The phenomenon appears to be rela- 
tively universal, with researchers noting its occur- 
rence in virtually all major trading countries (e.g., 
Nikkei Sangyoo Shimbun, 1995; OECD, 1997; 
Simon, 1996). Despite the scarce financial, human, 
and tangible resources that characterize most new 
businesses, born globals progress to internationali- 
zation relatively rapidly - the period from domestic 
establishment to initial foreign market entry is 
often 3 years or less (Autio et al., 2000; McDougall 
and Oviatt, 2000; OECD, 1997; Rennie, 1993). The 
smaller size typical of young firms appears to confer 
a sort of flexibility that provides key benefits for 
succeeding in foreign markets. 

In the external international business environ- 
ment, early adoption of internationalization is 
likely driven by two key trends that have substan- 
tially reduced the transactions costs of foreign 
market expansion. The first is the globalization of 
markets, which involves countless firms in inter- 
national sourcing, production, and marketing as 
well as cross-border alliances for product develop- 
ment and distribution. Globalization is associated 
with increasing homogenization of buyer prefer- 
ences around the world, which has made interna- 
tional business easier by simplifying product 
development and positioning in foreign markets. 
The second trend is technological advances in 
information and communications technologies, 
production methods, transportation, and interna- 
tional logistics, which are reducing business trans- 
actions costs and facilitating extraordinary growth 
in international trade. Widespread diffusion of 
e-mail, the Internet, and related technologies has 
made internationalization a more viable and cost- 
effective option. 

Although these trends facilitate early internationali- 
zation, by themselves they are insufficient to 
explain intriguing processes at work in the firm's 
internal environment. Despite their current and 
projected impact, there has been little research that 
attempts to explain why born globals internationa- 
lize early. More significantly, there has been almost 
no empirical research that examines the factors that 
drive the superior international performance of 
these young, highly entrepreneurial firms. In addi- 
tion, there has been very little empirical research 
aimed at uncovering the actual bundles of capabil- 
ities that characterize truly innovative firms, as well 
as the causal link between the possession of 
particular types of knowledge, organizational rou- 
tines, and superior performance (Lewin and Massini, 
2003; Massini et al., 2003). 

Accordingly, a substantive investigation in this 
area is overdue. The study reported here explores 
the role of innovative culture and organizational 
capabilities in the early adoption of internationali- 
zation and subsequent international performance 
in the born-global firm. We intend to make several 
contributions. First, we investigate the phenomen- 
on of early internationalization among a unique 
breed of international organization. Second, we 
highlight the importance of several key organiza- 
tional capabilities that engender international 
success in born globals - research that has implica- 
tions not only for these firms but also for inter- 
nationalizing smaller firms in general. Third, and 
more specifically, we examine the critical linkages 
among entrepreneurial orientation, marketing 
orientation, and other key organizational capabil- 
ities in born-global international success. In the 
process, we extend the innovation literature by 
linking innovation to the phenomenon of early 
adoption of internationalization. 

In the next section, we offer a conceptual frame- 
work that provides the rationale for the emergence 
of early adopters of internationalization in the 
current era. We then summarize the research 
methods used in this study. Specifically, we conduct 
a series of exploratory case studies on born-global 
firms, which lead to a set of hypotheses. We then 
assess these hypotheses in a confirmatory, survey- 
based study. Finally, we report on empirical find- 
ings, providing an overview and substantive dis- 
cussion. 

Conceptual foundations 
The ability to internationalize early and succeed in 
foreign markets is a function of the internal 
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capabilities of the firm (Autio et al., 2000; McDou- 
gall et al., 1994; Zahra et al., 2000). The importance 
of internal capabilities is rooted in evolutionary 
economics (Nelson and Winter, 1982), wherein 
innovation processes are explicitly described. The 
evolutionary economics view implies that the 
superior ability of certain firms to sustain innovation 
and, as a result, create new knowledge leads to the 
development of organizational capabilities, consist- 
ing of critical competences and embedded routines. 
These firm resources in turn lead to superior 
performance, particularly in highly competitive or 
challenging environments (Nelson and Winter, 
1982). 

Innovation results from two major sources: (1) 
internal R&D that draws on the firm's accumulated 
knowledge, and (2) imitation of the innovations of 
other firms (Lewin and Massini, 2003; Massini et al., 
2003; Nelson and Winter, 1982). In addition to 
introducing new goods and methods of production, 
R&D also supports the opening of new markets and 
reinvention of the firm's operations to serve those 
markets optimally (Nelson and Winter, 1982; 
Schumpeter, 1934). Innovation is particularly the 
domain of entrepreneurs, whose function is: 

to reform or revolutionize the pattern of produc- 
tion by exploiting an invention or, more gen- 
erally, an untried technological possibility for 
producing a new commodity or producing an old 
one in a new way, by opening up... a new outlet 
for products 

and so forth (Schumpeter, 1942: 132). Firms' 
innovative culture, combined with appropriate 
accumulated knowledge stocks, engenders the 
development or improvement of products and 
new methods for doing business (Dosi, 1988; 
Nelson and Winter, 1982). Internationalization, or 
new entry into markets overseas, is an innovative 
act (Casson, 2000; Schumpeter, 1939; Simmonds 
and Smith, 1968), and born-global firms are 
particularly innovative in this regard. 

The resource-based view (RBV) (e.g., Grant, 
1996a; Penrose, 1959; Rumelt, 1984; Teece and 
Pisano, 1994; Wernerfelt, 1984) helps to explain 
how, in the context of an innovative culture, 
knowledge and resultant organizational capabilities 
are developed and leveraged by enterprising firms. 
Differential endowment of resources is an impor- 
tant determinant of organizational capabilities and 
performance (Barney, 1991; Grant, 1996a; Teece 
and Pisano, 1994; Wernerfelt, 1984). Foundational 
resources are particularly important in turbulent 

business environments because they are a more 
stable basis for strategy formulation (Grant, 1996a; 
Prahalad and Hamel, 1990). Knowledge is the most 
important resource, and the integration of indivi- 
duals' specialized knowledge is the essence of 
organizational capabilities (Conner and Prahalad, 
1996; Dierickx and Cool, 1989; Grant, 1996a; 
Leonard-Barton, 1992; Nelson and Winter, 1982; 
Solow, 1957). 

In international business, knowledge provides 
particular advantages that facilitate foreign market 
entry and operations (e.g., Kogut and Zander, 
1993). Knowledge is used here to refer to the 
capacity of the firm to apprehend and use relation- 
ships among informational factors to achieve 
intended ends (Autio et al., 2000). Gross output 
and overall organizational performance are directly 
traceable to increases in stocks of organizational 
knowledge (Nelson and Winter, 1982; Solow, 1957). 
The integration of specialist knowledge hinges on 
the nature and quality of the firm's organizational 
routines, which involve continuous conversion of, 
especially, tacit knowledge (Polanyi, 1966) into 
business activities that create value for customers. 
Tacit knowledge is embedded in individuals and 
cannot be expressed explicitly or codified in written 
form (Nonaka, 1994). 

In this regard, the most important knowledge 
resources are unique, inimitable, and immobile, 
reflecting the distinctive pathways of each indivi- 
dual firm (Dierickx and Cool, 1989; Grant, 1991, 
1996a). Uniqueness facilitates profitable pricing 
that minimizes the need to consider competitors' 
offerings, inimitability helps ensure that profits will 
not be competed away, and immobility reduces the 
threat that proprietary knowledge will be dissemi- 
nated to rival firms (Nelson and Winter, 1982; 
Teece and Pisano, 1994). Ultimately, the firm 
accumulates firm-specific knowledge internally (Bar- 
ney, 1991; Dierickx and Cool, 1989; Teece et al., 
1997). Organizational knowledge derived from 
multiple individual sources is greater than the 
sum of its parts, and becomes a key strategic asset 
(Nelson and Winter, 1982). It is reinforced in all the 
activities of the firm and becomes increasingly 
embedded in its routines (Autio et al., 2000). 

The idiosyncratic knowledge base acquired by 
following unique pathways gives rise to organiza- 
tional capabilities (Dierickx and Cool, 1989; Nelson 
and Winter, 1982; Nonaka, 1994; Teece et al., 1997). 
Organizational capabilities reflect the ability of the 
firm to perform repeatedly, or 'replicate', produc- 
tive tasks that relate to the firm's capacity to create 
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value through effecting the transformation of 
inputs into outputs (Nelson and Winter, 1982; 
Teece and Pisano, 1994). Capabilities emerge via 
the integration of specialist knowledge across a 
number of individuals, and are associated with the 
development of organizational competences and 
routines (Grant, 1991; Teece and Pisano, 1994). 
Competences are those knowledge-intensive, per- 
formance-enhancing business activities in which 
the firm is particularly skilled (Teece et al., 1997). 
Routines consist of regular and consistently prac- 
ticed patterns of individual and business behaviors 
that institutionalize individual or organizational 
knowledge about the firm's ongoing, rent-genera- 
ting activities (Dosi, 1988; Nelson and Winter, 
1982; Teece and Pisano, 1994). Routinization of 
organizational activities embeds capabilities into 
organizational memory, engendering a unique 
configuration of firm resources. 

Organizational capabilities are the main source of 
the firm's performance advantages (e.g., Grant, 
1991). Capabilities have two major aspects: (1) the 
shifting character of the business environment; and 
(2) strategic management in appropriately adapt- 
ing, integrating, and re-configuring knowledge- 
based capabilities toward the changing environ- 
ment. Ideally, capabilities are 'dynamic', reflecting 
the ability of managers to renew the firm's 
competences so as to achieve congruence with the 
changing business environment (Teece et al., 1997). 
Replication of organizational capabilities involves 
transferring or re-deploying capabilities from one 
organizational or business environmental setting to 
another, so as to extend the firm's performance into 
new markets, new product categories, and new 
ways of doing business (Nelson and Winter, 1982; 
Teece et al., 1997). 

Organizational capabilities and the born-global 
firm 
Innovating firms develop their own unique knowl- 
edge and resultant capabilities that engender 
organizational performance. New product-market 
development in young, innovative firms is fluid 
and dynamic, with ongoing market expansion and 
redefinition resulting in frequent competitive 
improvements to the firm's offerings and routines 
(Utterback and Abernathy, 1975). Whereas larger, 
long-established firms usually experience substan- 
tial bureaucratization that hinders their innovative 
activities, smaller or younger firms are more 
flexible, less bureaucratic, and generally enjoy 
internal conditions that encourage innovativeness 

(e.g., Lewin and Massini, 2003; Penrose, 1959; 
Schumpeter, 1942). 

Lewin and Massini (2003) point to various 
empirical studies on the effects of firm size and 
age on innovation. The studies conclude that there 
is a positive relationship between firm size and 
R&D activities, but innovation capabilities appear 
to be less than proportional to size, and therefore 
R&D productivity declines with size, and also 
therefore with age. The flexibility of young and 
agile firms enhances the ability to transform 
product and process innovations into business 
activities that support superior business perfor- 
mance (Lewin and Massini, 2003). 

We conjecture that young firms with a strong 
innovation culture and a proclivity to pursue 
international markets tend to internationalize ear- 
lier than internationally oriented young firms that 
lack an innovation culture. This same innovation 
culture also should facilitate the acquisition of 
knowledge, leading to capabilities that drive organi- 
zational performance. Our research suggests that 
born globals are inherently entrepreneurial and 
innovative firms that possess these types of char- 
acteristics. These businesses display a specific 
pattern of knowledge and capabilities that engen- 
ders early internationalization and sustainable, 
superior performance in foreign markets. 

The youth of these firms is interlinked with 
entrepreneurial and innovative approaches to 
doing business. Being young, born globals tend to 
lack substantial financial and human resources, as 
well as plant, equipment, and other physical 
resources. It is these tangible resources that older 
firms typically have relied upon to drive their 
performance in foreign markets. In contrast, born 
globals leverage a collection of fundamental intan- 
gible knowledge-based capabilities in the cultiva- 
tion of foreign markets early in their evolution. 

Superior performance is an outcome of the firm's 
entrepreneurial and managerial knowledge (Autio 
et al., 2000; Penrose, 1959). Knowledge about 
international markets and operations, as well as 
the efficiency with which such knowledge is 
acquired, is a critical determinant of superior 
international performance in entrepreneurial firms 
(Autio et al., 2000). Lewin and Massini (2003) 
contend that firms with superior innovation and 
knowledge-creation processes have more sophisti- 
cated, more highly developed and elaborated 
knowledge-creation routines and learning regimes. 
Consistent with innovation scholars (e.g., Lewin 
and Massini, 2003; Nelson and Winter, 1982), we 
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conjecture that born globals undertake R&D pro- 
jects that lead to entering new foreign markets, or 
they observe other early adopters of internationali- 
zation entering foreign markets and imitate such 
behaviors accordingly. 

Capabilities-based resources are especially impor- 
tant to born globals, typically poor in tangible 
resources, because they deal with diverse environ- 
ments across numerous foreign markets (Luo, 
2000). Possession of such capabilities helps firms 
to attenuate their liabilities of foreignness and 
newness (Oviatt and McDougall, 1994). Foreign- 
ness reflects the unfamiliarity and strangeness that 
firms experience in foreign markets. Newness refers 
both to the state of being a young or new firm and 
to the entering of new markets - both character- 
istics of born-global firms. The ability to consis- 
tently replicate the firm's capabilities across 
numerous and varied markets produces value for 
born globals by supporting, especially, interna- 
tional expansion (Teece et al., 1997). 

Organizational routines and administrative 
heritage 
A key dimension of born-global firms is that they 
appear to lack the deeply rooted administrative 
heritage (Collis, 1991; Miller and Friesen, 1984) of 
long-established businesses. Well-established firms 
typically must unlearn routines rooted in domestic 
operations before new, internationally oriented 
routines can be learned. Unlearning embedded 
routines becomes more difficult as firms get older, 
because new knowledge that leads to new routines 
tends to conflict with existing operations and 
management's embedded mental models (Autio 
et al., 2000; Barkema and Vermeulen, 1998). Well- 
established firms have systematized routines that 
are costly to change and limit the ability of the firm 
to innovate (Utterback and Abernathy, 1975). The 
older firm's previous investments and its repertoire 
of organizational routines constrain its future 
behavior (Leonard-Barton, 1992; Teece and Pisano, 
1994). Bounded rationality and embedded 'hierar- 
chies' (Grant, 1991) of routines inhibit the ability of 
well-established firms to adopt new technological 
solutions, leading to an emphasis on developing 
knowledge and routines closely related to or 
adjoining their existing knowledge and routines, 
but which may be sub-optimal in light of evolving 
or varying environmental circumstances. 

In contrast, from their earliest days, the innova- 
tive culture of born-global firms gives rise to 
specific capabilities suitable for success in foreign 

markets. Their entrepreneurial orientation is asso- 
ciated with an innovative and proactive approach 
to internationalization. Organizational learning 
theory suggests that the development of new 
knowledge occurs best under conditions in which 
there are little or no existing organizational 
routines to unlearn (Autio et al., 2000; Cohen and 
Levinthal, 1990). This implies that young firms 
may be better equipped to acquire the requisite 
knowledge about international business. Escalating 
internationalization facilitates further learning 
opportunities that benefit their performance 
because of the range of unique environments and 
competitive situations to which these firms are 
exposed. Thus early internationalization may con- 
fer substantial benefits in terms of knowledge 
acquisition about international markets and how 
to succeed there. In the next section, we describe 
the specific capabilities that drive the international 
performance of born-global firms. 

Delineation of key capabilities and linkages 
As the widespread emergence of born globals is 
relatively recent, little empirical work has been 
attempted on this topic. Accordingly, a two-phase 
research design was adopted that began with 
qualitative interviews to develop a broader under- 
standing of these organizations and to uncover key 
constructs and linkages. In the second phase, we 
conducted survey-based research on a large sample 
of born-global firms to validate findings from the 
qualitative phase. In-depth interviews were con- 
ducted with 33 professionals. These included senior 
managers at 24 early internationalizing firms, six 
scholars who have investigated born globals, and 
three international trade experts who are key 
observers of global business trends. Most of the 
interviewed firms were founded after 1985, were 
selling half or more of their total sales abroad, and 
had ventured abroad within 3 years of founding. 
The interviews typically lasted about 45 min and 
were analyzed and organized according to patterns 
of consistent themes of firm culture, strategy, and 
performance. In all, 18 of the businesses marketed 
various industrial products, and the remaining six 
sold consumer goods. The average firm had $52 
million in annual sales and 296 employees. The 
capabilities and associated relationships that 
emerged from these interviews are discussed below. 

In general, the qualitative phase of the study 
revealed that born globals are likely to be formed by 
entrepreneurs who pursue foreign ventures with a 
strong marketing orientation. They tend to leverage 
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Conceptual Framework of Constructs and Linkages 

Organizational Business 
Culture Strategies Performance 

Global 
Technological 
Competence 

International 
Entrepreneurial Unique Products 
Orientation Development 

Performance is 
International Markets 

International 
Marketing 
Oncotintton 

vergi oresi> Distributor 

Figure 1 Conceptual framework of constructs and linkages. 

technological prowess, relatively unique products, 
and a strong quality focus to sell their offerings via 
independent distributors in markets worldwide. 
Among operational attributes, entrepreneurial cul- 
ture, marketing skills, superior and distinctively 
positioned products, and leveraging strong distri- 
butors, all emerged as important capabilities for 
born globals to position themselves in foreign 
markets. 

Figure 1 highlights the specific constructs and 
relationships that emerged from the qualitative 
research. Ultimately, the interviewed firms were 
seeking superior performance in international markets, 
which is defined as the extent to which financial 
and other goals are achieved as a function of 
business strategies. Performance comprises expecta- 
tions about the achievement of these objectives in 
addition to more conventional economic goals, 
such as profitability, sales growth, market share, 
and general international success. Each firm's 
unique base of resource-derived capabilities drives 
its international performance. The performance 
antecedents and associated linkages proposed in 
Figure 1 are elaborated next. 

Organizational culture 
Within the framework of evolutionary economics, 
specific ways of doing business emerge from the 
core capabilities founded on the knowledge and 
skills embodied in organizational employees, and 
codified and structured into a base of tacit informa- 
tion and routines. Innovative firms devise particu- 
lar types of knowledge and capabilities that become 
embedded in the organization's culture. In our case 
studies, the great majority of interviewed managers 
at born-global firms spoke about the importance of 
being internationally oriented as well as entrepre- 
neurial and innovative in the pursuit of foreign 

markets. They also emphasized the importance of 
developing and applying a strong marketing pro- 
wess abroad. Based on these findings, we conceive 
that the most important organizational culture 
attributes in born-global firms are what we term 
international entrepreneurial orientation and inter- 
national marketing orientation. 

Having an international entrepreneurial orientation 
implies that these firms make the leap into 
international markets because of unique entrepre- 
neurial competences and outlook (e.g., Autio et al., 
2000; McDougall et al., 1994). The interviewed born 
globals seem to possess a distinctive entrepreneurial 
orientation that, when combined with other 
resources and capabilities such as strong marketing 
skills, allows them to see and exploit opportunities 
in foreign markets. International entrepreneurial 
orientation reflects the firm's overall innovative- 
ness and proactiveness in the pursuit of interna- 
tional markets. It is associated with innovativeness, 
managerial vision, and proactive competitive pos- 
ture (Covin and Slevin, 1989; Dess et al., 1997; 
Lumpkin and Dess, 1996; Miller and Friesen, 1984). 
These activities are consistent with what Lumpkin 
and Dess (1996) term 'new entry,' the 'central idea 
underlying the concept of entrepreneurship' (p 
136). For born globals, it implies the entering of 
new (that is, international) markets with new or 
established goods. A posture that is innovative, 
visionary, and proactive may be necessary amongst 
a class of firms that, in the face of relatively limited 
resources, takes the initiative to pursue new 
opportunities in complex markets, typically fraught 
with uncertainty and risk. 

Dess et al. (1997) point to a substantial literature 
that emphasizes the inherent value in entrepre- 
neurial behavior and a linkage between this 
behavior and desired organizational outcomes. 
Possession of an entrepreneurial orientation gives 
rise to certain 'processes, practices, and decision- 
making activities' associated with successful entry 
into new markets (Lumpkin and Dess, 1996). 
Whereas unbridled risk seeking may engender 
inferior performance, having an entrepreneurial 
orientation in diverse foreign environments tends 
to support the realization of key strategic initiatives 
that augment international success. Accordingly, 
international entrepreneurial orientation should be 
instrumental to the development and enactment of 
key organizational routines in born-global firms. 

The critical role of marketing prowess overseas 
was also strongly emphasized by virtually all 
interviewees in the case studies. We conceptualize 
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this as international marketing orientation, which 
refers to a managerial mindset that emphasizes 
the creation of value, via key marketing elements, 
for foreign customers (Cavusgil and Zou, 1994). 
Market orientation, marketing competence, and 
other marketing-related activities engender super- 
ior organizational performance (e.g., Albaum and 
Peterson, 1984; Cavusgil et al., 1993; McKee et al., 
1992; Slater and Narver, 1992). Within their 
markets, marketing-oriented firms seek to offer 
products and services whose value buyers perceive 
to exceed the expected value of alternative offer- 
ings. The urge to continuously provide superior 
buyer value and attain superior performance drives 
the firm to create and maintain a business culture 
that fosters the requisite business behaviors. Glo- 
balization is facilitating the emergence of custo- 
mers who are better organized, have more 
information, and are generally more demanding. 
A heightened focus on the customer is driven by a 
more competitive international marketplace, rapid 
changes in technology that have shortened product 
life cycles, and the mediocre financial performance 
of many firms. A marketing orientation provides 
the foundation from which the firm interacts with 
diverse foreign markets. Managers with this orien- 
tation create specific marketing-related strategies 
aimed at overcoming these challenges and max- 
imizing performance. 

Business strategies 
The RBV suggests a holistic view of the firm, in 
which the coordinated deployment of resources 
and capabilities provides the foundation for creat- 
ing, producing, and marketing products (Young 
et al., 2000). Along these lines, the case studies 
suggest that born globals are highly innovative 
firms whose possession of the foundational cap- 
abilities of international entrepreneurial orienta- 
tion and international marketing orientation 
engender the development of a specific collection 
of organizational strategies. The most important 
business strategies employed by born-global firms 
that emerged in our investigation are global 
technological competence, unique products devel- 
opment, quality focus, and leveraging of foreign 
distributor competences. These are described next. 

Most interviewed firms exhibited strong techno- 
logical capabilities in their respective product or 
industry categories. Global technological competence 
refers to the firm's technological ability relative to 
cohort firms in its industry. It facilitates the 
creation of superior products and the improvement 

of existing products, as well as greater effectiveness 
and efficiency in production processes. Advances in 
production technologies facilitate low-cost, small- 
scale manufacturing that enable smaller-scale firms 
to efficiently serve the specialized needs of market 
niches worldwide. Moreover, global technological 
leaders tend to leverage information and commu- 
nications technologies to interact more efficiently 
with channel members and customers, and to 
obtain various other benefits (Clark, 1987; Zahra 
et al., 2000). 

Emphasis on developing new technologies is a 
natural routine for innovative, entrepreneurial 
firms (Nelson and Winter, 1982; Schumpeter, 
1934). Entrepreneurship derives from 'the capacity 
of small firms to leverage resources and transform 
existing markets through innovation' (Steensma 
et al., 2000: 951). This basic innovativeness gives 
rise to new ideas and creative processes, reflecting a 
willingness to depart from existing technologies 
(Lumpkin and Dess, 1996). Entrepreneurial firms 
continually seek to create products and operating 
methods that improve organizational performance 
(e.g., Lumpkin and Dess, 1996; Miller and Friesen, 
1984; Mintzberg, 1973; Zahra et al., 2000). Overall, 
innovation is a critical entrepreneurial process for 
firm performance in competitive international 
markets (e.g., Kotabe, 1990; Miller and Friesen, 
1984; Steensma et al., 2000; Zahra et al., 2000). 

International marketing orientation can also 
foster global technological competence. Firms 
leverage technology to innovate in the creation 
and improvement of products, as well as the 
adaptation of products for foreign markets. Infor- 
mation and communication technologies facilitate 
learning about customers and competitors, efficient 
channel interaction, and other benefits. Overall, as 
with most companies, technology facilitates the 
marketing process in born-global firms. The above 
discussion leads to our first hypothesis, which, 
consistent with Figure 1, relates international 
entrepreneurial and marketing orientations to 
global technological competence: 

H1: In the born-global firm, global technological 
competence is a function of (a) international 
entrepreneurial orientation and (b) international 
marketing orientation. 

In addition to technology, the interviewed firms 
also emphasized having relatively unique products. 
The ability to develop unique products derives from 
the innovative and knowledge-intensive capabil- 
ities of these firms. Unique products development 
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reflects the creation of distinctive products, and is 
akin to differentiation strategy, which involves 
creating customer loyalty by uniquely meeting a 
particular need. Marketing scholars have long 
recognized the inherent value in providing unique 
offerings, so as to differentiate the firm from rivals 
(e.g., Cavusgil et al., 1993; Smith, 1956). A priori, 
valuable unique products should allow resource- 
constrained firms to readily enter foreign markets 
and may be particularly appropriate to born-global 
firms, which tend to operate in niche markets and 
hold relatively specialized resources. The approach 
is typically associated with innovative product 
features, excellent customer service, or patented 
know-how - all factors that distinguish the firm 
from its competitors (Miles and Snow, 1978; Miller 
and Friesen, 1984; Porter, 1980). 

Knowledge developed within innovative pro- 
cesses provides the capabilities needed for new 
technology development, and is perhaps the key 
resource that born globals use to develop unique 
products and overcome the indigenous advantages 
enjoyed by local firms (Oviatt and McDougall, 
1994). To the extent that the knowledge used to 
develop a unique product is tacit or imperfectly 
imitable (Barney, 1991; Grant, 1996b; Autio et al., 
2000), individual firms are able to keep such 
knowledge proprietary. The knowledge intensity 
of young, entrepreneurial firms is positively related 
to their growth in international sales (Autio et al., 
2000; Zahra et al., 2000). Knowledge and the firm's 
technological competence should also facilitate the 
development of unique products. Knowledge that 
fosters unique products development also allows 
born globals to serve specific markets well, giving 
rise to increased market share and sales growth. 
Offering unique products, at least to the extent that 
buyers' special needs are served and direct compe- 
titive rivalries are minimized, supports superior 
international performance. 

Generally, internationally entrepreneurial firms 
proactively seek success in foreign markets. How- 
ever, owing to their youth and relatively smaller 
size, born globals minimize direct competition with 
larger or more established rivals. Born globals that 
aggressively pursue international success develop 
differentiated offerings and target them at niche 
markets overseas. This approach is appropriate for 
maximizing share and other performance goals in a 
competitive international marketplace typically 
dominated by larger, resource-endowed firms. 
Moreover, differentiation strategy and the creation 
of unique products are marketing-based strategies. 

Smaller, resource-constrained firms that are 
strongly marketing-oriented will be more inclined 
to undertake strategies that differentiate their 
offerings from those of rivals, thereby facilitating 
superior performance. These ideas are evidence of 
the next hypothesis: 

H2: In the born-global firm, unique products 
development is a function of (a) international 
entrepreneurial orientation and (b) international 
marketing orientation. 

Virtually all of the executives interviewed empha- 
sized the importance of superior quality in the 
products that they developed. Born globals appear 
to leverage their innovativeness and knowledge 
base to develop offerings of relatively superior 
quality. Quality focus reflects efforts to develop 
products that meet or exceed customer expecta- 
tions with respect to features and performance. It 
represents a broad-based concept that potentially 
encompasses the full range of the firm's value- 
adding activities (Aaker and Jacobson, 1994; 
McGuinness et al., 1991; Mohr-Jackson, 1998). 
Consumers favor superior quality products, and 
are willing to pay higher prices for them. Producers 
and consumers in globalizing environments may be 
more inclined to benchmark their quality standards 
against those of foreign-based firms. The new 
awareness resulting from such comparisons pres- 
sures companies to improve (McGuinness et al., 
1991). Moreover, emphasis on quality entails 
innovative processes and provides a means to 
differentiate goods from those of competitors 
(Porter, 1980). Quality has been linked to improved 
performance in domestic (e.g., Aaker and Jacobson, 
1994; Buzzell and Gale, 1987; Mohr-Jackson, 1998) 
and international markets (e.g., McGuinness et al., 
1991; Szymanski et al., 1993). To the extent that 
superior quality reduces rework and service costs 
while enhancing value, market share and profits 
can rise, and thus it is likely to be associated with 
superior performance in born globals (Buzzell and 
Gale, 1987; Deming, 1982; Szymanski et al., 1993). 

Entrepreneurial orientation gives rise to innova- 
tive processes and practices intended to maximize 
organizational success in new markets (Lumpkin 
and Dess, 1996). Having an international entrepre- 
neurial orientation engenders the development of 
key strategies, of which our research reveals quality 
focus is a key component. As an important market- 
ing strategy, firms with a strong international 
marketing orientation are also likely to promote a 
quality focus. Providing valuable, quality-enhanced 
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offerings is one of the approaches closely associated 
with strong marketing capabilities (e.g., Szymanski 
et al., 1993). Accordingly: 

H3: In the born-global firm, quality focus is a 
function of (a) international entrepreneurial 
orientation and (b) international marketing 
orientation. 

Internationalizing firms must choose appropriate 
entry modes. Compared with traditional multi- 
national enterprises, young resource-poor firms 
tend to favor exporting as their primary entry 
mode. Exporting offers a high degree of interna- 
tional business flexibility - the ability to change 
systems and approaches quickly and cost-effec- 
tively - a critical consideration in evolving foreign 
markets (Buckley and Casson, 1998). Indeed, all of 
the interviewed firms were exporters and tended to 
rely on independent intermediaries to distribute 
their products abroad. Foreign export intermedi- 
aries typically possess strong market knowledge and 
particular competences, and perform valuable func- 
tions in foreign markets (Peng and York, 2001; 
Rosson and Ford, 1982). 

Although born globals possess various superior 
capabilities on their own, they must rely to some 
extent on the capabilities of facilitators in foreign 
markets to deal with the range of complexities 
found there. Leveraging foreign distributor compe- 
tences refers to the tendency of born globals to rely 
on foreign independent distributors and those 
distributors' specific competences to maximize 
performance outcomes associated with down- 
stream business activities abroad. The uncertainty, 
risk, and unique challenges present in foreign 
markets can be overcome by leveraging the loca- 
lized market knowledge and competences of for- 
eign intermediaries (Bowersox and Cooper, 1992; 
Rosson and Ford, 1982). 

The flexibility afforded through judicious use of 
foreign distributors enables entrepreneurial firms to 
respond rapidly to evolving customer needs, com- 
petitor actions, and shifting environmental con- 
tingencies. Entrepreneurial firms are given to active 
exploration of new business opportunities in 
foreign markets, and the use of competent local 
intermediaries facilitates this task. Aggressive top 
managers eager for international success will tend 
to leverage competent foreign distributors. Strongly 
marketing-oriented firms will also tend to seek 
competent foreign intermediaries because, in inter- 
national markets, strong distribution capabilities 
facilitate superior promotion, customer relation- 

ship management, and other downstream market- 
ing activities. Siguaw et al. (1998) found that 
marketing-oriented attitudes in suppliers are asso- 
ciated with the presence of such attitudes in 
distributors. In general, the more skillful interna- 
tional marketing is emphasized, the greater the 
importance that is accorded to the foreign distribu- 
tion channel (Cavusgil et al., 1993; Mortanges and 
Vossen, 1999). Accordingly, we hypothesize that: 

H4: In the born-global firm, leveraging foreign 
distributor competences is a function of (a) 
international entrepreneurial orientation and 
(b) international marketing orientation. 

As elaborated earlier and in Figure 1, the above 
knowledge- and capabilities-based business strate- 
gies are expected to engender superior interna- 
tional performance in born-global firms. To 
summarize, global technological competence is a 
critical source of new products and business 
methods, and has the potential to foster informa- 
tion technology and e-commerce proficiency, all of 
which can positively influence born-global inter- 
national performance (e.g., Kotabe, 1990; Zahra 
et al., 2000). Unique product development yields 
differentiation strategy benefits (e.g., Porter, 1980; 
Smith, 1956), which can allow born globals to serve 
niche markets more capably and minimize harmful 
interaction with competitors, giving rise to 
increased sales and other performance gains. Qual- 
ity focus implies a system of firm resources 
specifically devoted to creating superior offerings, 
prompting enhanced customer satisfaction and 
differentiation benefits, leading to increased custo- 
mer loyalty and improved performance (e.g., 
Buzzell and Gale, 1987; Deming, 1982). Leveraging 
foreign distributor competences is markedly critical 
to born-global international success because, to the 
extent that these firms emphasize external market- 
based entry modes, skillful foreign intermediaries 
can perform a range of downstream marketing and 
other activities that enhance international perfor- 
mance. (e.g., Rosson and Ford, 1982; Bowersox and 
Cooper, 1992). The above reasoning leads to the 
final hypothesis: 

H5: In the born-global firm, superior perfor- 
mance in international markets is primarily a 
function of (a) global technological competence, 
(b) unique products development; (c) quality 
focus, and (d) leveraging foreign distributor 
competences. 
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Lastly, it should be noted that foreign distributor 
competences are likely to drive, and be supported 
by, the firm's quality focus. This is because quality 
products are easier for foreign distributors to sell, 
and foreign distributors can also enhance product 
quality by providing superior after-sales service, 
intensive distribution, and so forth. Similarly, to 
the extent that foreign distributors seek to differ- 
entiate themselves and/or focus on target markets, 
these tasks also can be facilitated when handling 
relatively unique goods. The hypotheses described 
above are tested next, by means of a mail survey 
study. 

Method 
To provide empirical support for the conceptual 
framework proposed above, we conducted a cross- 
industry field survey to collect primary data. The 
survey instrument was developed in several stages, 
following appropriate procedures (e.g., Fowler, 
1988; Gerbing and Anderson, 1988; Joreskog et al., 
2000; Nunnally, 1978) and based on insights gained 
from the interviews and available literature. The 
literature was searched to obtain information on 
the key constructs and scales appropriate for 
measuring them. Seven-point Likert scales were 
used to minimize executive response time and 
effort (Fowler, 1988). 

For all constructs except international entrepre- 
neurial orientation and international marketing 
orientation, the identified unit of analysis was the 
firm's main export venture to its primary export 
market. The unit of analysis for the organizational 
culture constructs was the general firm level. 
Exporting was emphasized because case studies 
and other research (e.g., OECD, 1997) suggest it is 
the most common entry mode of born-global firms. 
Information on the measurement scales is provided 
in the Appendix. The scale for international 
entrepreneurial orientation was based on the scale 
devised by Khandwalla (1977) and Covin and 
Slevin (1989). A version of it was used most recently 
by Steensma et al. (2000). The international market- 
ing orientation scale was created for the study based 
on research by McKee et al. (1992). It asks subjects 
about their skillfulness in marketing management, 
product adaptation, pricing, advertising, distribu- 
tion, and other marketing functions, relative to 
competitors. The global technological competence 
scale was created for the study and asks subjects 
about their position relative to competitors with 
respect to technology, technological innovative- 
ness, and so forth. The scale for unique products 

development was derived from research by several 
scholars (e.g., Miller, 1988; Porter, 1980; Roth and 
Morrison, 1992). It asks respondents about the 
relative uniqueness of the firm's main export 
product, its design, technology, and performance. 
The quality focus scale is based primarily on the 
work of Buzzell and Gale (1987) and asks subjects 
about product quality as well as the extent to which 
the product meets or exceeds customer expecta- 
tions with respect to performance and customer 
service. The scale for leveraging foreign distributor 
competences was developed for the study, but 
based partially on McKee et al. (1992). It asks about 
the extent to which respondent expectations have 
been satisfied with respect to distributor perfor- 
mance of various marketing-related functions, 
logistical arrangements, after-sales service, and 
related activities. Lastly, the scale for performance 
in international markets was obtained from Cavus- 
gil and Zou (1994). 

Once a draft questionnaire was completed, it was 
circulated among four international business scho- 
lars, who provided commentary that led to further 
refinement of the instrument. Next, a pilot study 
was conducted among 82 small exporting firms to 
refine the questionnaire. Firms were identified 
primarily via two databases: Directory of United 
States Exporters (Journal of Commerce) and CorpTech 
Directory of Technology Companies. The final ques- 
tionnaire was targeted to a random sample of 900 
manufacturing firms across the United States, 
founded in 1980 or later, and exporting at least 
25% of total production. The 25% cut-off, although 
somewhat arbitrary, was established in light of the 
exploratory goals of the research and the attendant 
need to study exemplary firms. It is more restrictive 
than the criteria, ranging from 5 to 10%, used in 
previous studies on early adopters of internationa- 
lization (Zahra et al., 2000). Except for these 
criteria, the surveyed businesses were selected at 
random from the above commercial databases. 

Following a three-wave mailing, 203 usable 
surveys were returned, reflecting a response rate of 
about 23%. To assess non-response bias we com- 
pared key variables in surveys from a sample of the 
earliest responding to those of a sample of the latest 
responding firms (Armstrong and Overton, 1977). 
In a second test, we compared randomly chosen 
samples of responding and non-responding firms. 
Compared variables included number of employ- 
ees, founding year, total sales, product category, 
return on investment, sales growth, and market 
share in main export market. No significant 

Journal of International Business Studies 



The born-global firm Gary A Knight and S Tamar Cavusgil 134 

differences (P<0.05) were found in these tests and 
thus non-response bias is not expected to signifi- 
cantly affect study results. Following data collec- 
tion, measures were subjected to a purification 
process to verify reliability and validity (Gerbing 
and Anderson, 1988; Joreskog and Sorbom, 1997; 
Joreskog et al., 2000). 

Initially, exploratory factor analysis was con- 
ducted to identify and eliminate potentially trou- 
blesome items. Confirmatory factor analysis (CFA) 
was then conducted in LISREL8 (Joreskog and 
Sorbom, 1997; Joreskog et al., 2000) to estimate a 
single measurement model representing relations 
among all constructs and associated items. The 
model achieved adequate fit with CFI=0.92, 
NNFI=0.91, DELTA2=0.92, RNI=0.92, and 
RMSEA=0.046 (Gerbing and Anderson, 1992; Jor- 
eskog and Sorbom, 1997; Joreskog et al., 2000). A 
second CFA model was estimated, using data from a 
separate sample of general exporting firms (n=134) 
collected for another study, using the same scales. 
Results for this model also were satisfactory 
(CFI=0.90, NNFI=0.89, DELTA2=0.90, RNI=0.90, 
and RMSEA=0.14). All standardized coefficient 
loadings in this model were significant at P<0.01. 

Composite reliability was calculated using the 
procedures outlined by Fornell and Larcker (1981). 
The specific formula is 

CR - (1) 

(L~y,)2 +CE 
where CR, is the composite reliability for scale 

qr, ), is the standardized loading for scale item Ti, and ej is 
the measurement error for scale item yi. In the main 
study, the CR, values ranged from 0.72 to 0.92, 
exceeding acceptable standards for exploratory 
research (Fornell and Larcker, 1981; Nunnally, 
1978). In the LISREL measurement model on the 
main data, all standardized coefficients were sig- 

nltcant at F < U.U, contirming convergent validity. 
Composite reliability values and standardized co- 
efficient loadings for all construct items from CFA 
analyses on the main data set are reported in the 
Appendix. Table 1 presents information on con- 
struct means, standard deviations, and Pearson's 
correlation coefficients among the constructs. 
LISREL modification indices revealed no substan- 
tive cross-loadings of questionnaire items intended 
to measure specific constructs. We also compared 
all possible pairs of construct measures (21 in all) by 
constraining and freeing the associated phi coeffi- 
cients (0) (Fornell and Larker, 1981). The change in 
ZX( in these tests ranged from 54 to 343, greatly 
exceeding the critical value 3.84 in each case. These 
tests confirmed the discriminant validity of all 
construct measures. In all, the study scales were 
found to be reliable and valid. 

Data analysis 
Respondent firms represent a range of industries 
that manufacture various products, such as waste- 
water treatment systems, medical devices, alarm 
systems, coiled steel tubing, computer software, 
textile printing blankets, and oil field surfactants. 
The average firm had 190 employees and generated 
$32 million in total sales. On average, foreign 
customers accounted for 41% of total sales, with 
firms targeting some 20 countries at the median. 
The median firm began selling internationally 
within 2 years of founding. 

Table 2 portrays results of the tests to assess 
hypotheses on born-global firms. The data were 
analyzed in LISREL8, using path analysis. Results 
provide strong evidence that global technological 
competence is significantly (P<0.01) a function of 
international entrepreneurial orientation, partially 
supporting hypothesis H1. However, the posited 
relationship between international marketing 

Table 1 Construct means, standard deviations, and Pearson's correlation coefficients 

Construct Mean Standard deviation (1) (2) (3) (4) (5) (6) (7) 

(1) International entrepreneurial orientation 5.13 0.98 1.00 
(2) International marketing orientation 4.64 0.84 0.36 1.00 
(3) Global Technological Competence 5.12 1.02 0.33 0.23 1.00 
(4) Unique products development 4.84 0.98 0.27 0.30 0.44 1.00 
(5) Quality focus 5.75 0.70 0.36 0.44 0.19 0.31 1.00 
(6) Leveraging foreign distributor competences 4.32 0.88 0.19 0.29 0.16 0.17 0.29 1.00 
(7) Performance in international markets 4.58 0.96 0.32 0.49 0.36 0.35 0.44 0.32 1.00 
Note: All coefficients greater than 0.18 and 0.15 are significant at P<0.01 and <0.05, respectively. 
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Table 2 Results of analyses on hypothesized relationships 

Hypothesized relationships Standardized Assessment 
coefficient 

H1 In the born-global firm, global technological competence is a function of: 
(a) international entrepreneurial orientation 0.28 S 

(b) international marketing orientation 0.13 NS 

H2 In the born-global firm, unique products development is a function of: 
(a) international entrepreneurial orientation 0.19 S 
(b) international marketing orientation 0.24 S 

H3 In the born-global firm, quality focus is a function of: 
(a) international entrepreneurial orientation 0.23 S 

(b) international marketing orientation 0.35 S 

H4 In the born-global firm, leveraging foreign distributor competences is a function of: 
(a) international entrepreneurial orientation 0.10 NS 

(b) international marketing orientation 0.26 S 

H5 In the born-global firm, performance in international markets is a function of: 
(a) global technological competence 0.21 S 
(b) unique products development 0.14 S 
(c) quality focus 0.30 S 
(d) leveraging foreign distributor competences 0.18 S 

Notes: All standardized coefficients greater than 0.18 and 0.13 are significant at P<0.01 and <0.05 respectively. 
S=supported; NS=not significant. 

orientation and global technological competence 
was not significant. Findings also suggest that 
unique products development and quality focus 
are both significantly (P<0.01) driven by interna- 
tional entrepreneurial orientation and interna- 
tional marketing orientation, supporting H2 and 
H3. In addition, although results suggest that 
leveraging foreign distributor competences is a 
significant (P<0.01) function of international 
marketing orientation, partially supporting H4, 
the linkage posited between international entrepre- 
neurial orientation and leveraging foreign distribu- 
tor competences in H4 was not significant. Findings 
also provide evidence that global technological 
competence, unique products development, qual- 
ity focus, and leveraging foreign distributor com- 
petences are all significant (P<0.05) drivers of 
performance in international markets in born- 
global firms, supporting H5. Finally, as suggested 
earlier, Table 1 indicates that global technological 
competence is correlated with unique products 
development, and leveraging foreign distributor 
competences is correlated with both unique pro- 
ducts development and quality focus. In all, results 
of the survey-based study generally confirm the 
case studies and support the critical importance of 

organizational capabilities, as applied here to born- 
global firms. 

Discussion 
Cast in an evolutionary economics (Nelson and 
Winter, 1982) framework, our findings imply that 
the strongly innovative nature of born-global firms 
supports these businesses in developing particular 
types of knowledge, which drives the development 
of organizational capabilities that support early 
internationalization and superior performance in 
diverse international markets. Innovative activities 
in these firms support the opening of new markets 
and reinvention of the firm's operations to serve 
those markets optimally. Our findings also revealed 
and confirmed the importance of specific key 
organizational capabilities that engender interna- 
tional success in born globals. These findings have 
implications as well for internationalizing smaller 
firms in general. Born globals are young businesses 
characterized by a particular pattern of innovative- 
ness that gives rise to early internationalization. 
Thus our investigation also contributes to the 
innovation literature by linking innovation to 
the phenomenon of early adoption of internatio- 
nalization. 
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The resource-based perspective emphasizes that 
the firm's foundational resources are particularly 
important in diverse business environments 
because they provide a stable basis for strategy 
development. Knowledge possessed by born globals 
appears to be a critical resource in this process. 
Managers in young, internationally oriented firms 
should develop knowledge that is both relatively 
unique and inimitable, in order to maximize its 
utility for superior international performance. 
Knowledge generates appropriate organizational 
capabilities that become embedded into the firm's 
cultures via ongoing replication of routines, produ- 
cing a unique configuration of resources. 

Young and small firms normally endure a scarcity 
of financial, human, and tangible resources that 
results in a reduced set of competitive options. 
Historically, substantial international business 
activities were beyond the reach of such firms. 
However, relatively recent advances in information, 
communications, production, and logistics tech- 
nologies, as well as the emergence of other useful 
infrastructures and conditions associated with the 
globalization phenomenon, have given rise to a 
business environment in which young, smaller 
firms can participate actively in global markets. 
Although born globals undoubtedly existed 
in the past, especially in nations with small 
domestic markets, contemporary scholars and 
practitioners are witnessing the widespread 
emergence of countless such businesses throughout 
the world. 

Despite this, there are perhaps millions of other 
young and smaller firms that are not international, 
appear to have little or no international aspirations, 
and continue to operate strictly within their own 
domestic markets. It is likely, therefore, that 
emergent globalization and high technology 
trends, while necessary, are insufficient to account 
for the widespread emergence of born globals. In 
light of the theoretical and empirical results 
presented here, it appears that, in addition to the 
presence of facilitating environmental factors, firms 
must possess specific knowledge-based internal 
organizational capabilities that support both early 
internationalization and subsequent success in 
foreign markets. We have highlighted these cap- 
abilities and confirmed their explanatory value in 
born globals. Moreover, we underscore the role of 
youth and smaller size, which confer a degree of 
flexibility and agility that appears to help these 
businesses succeed abroad. This flexibility is char- 
acteristic of young firms that lack the adminis- 

trative heritage of large, older competitors. The 
absence of a firmly embedded infrastructure and 
managerial mindset facilitates early and rapid 
internationalization. 

At the organizational culture level, international 
entrepreneurial orientation reflects an innovation- 
focused managerial mindset that appears to lead 
born globals to pursue a collection of strategies 
aimed at maximizing international performance. 
Our findings imply that international entrepre- 
neurial orientation may be especially important to 
these firms because it appears to drive them to 
develop high-quality goods that are distinctive and 
technologically advanced, and which are asso- 
ciated, in turn, with born-global international 
success. 

Like international entrepreneurial orientation, 
international marketing orientation is also particu- 
larly relevant to born globals and appears to 
engender specific innovation-based strategies that 
in turn drive superior international performance. 
This arises within a multi-country context that 
imposes numerous uncontrollable and often 
unique challenges on born-global managers. Their 
international marketing orientation facilitates 
knowledge of customers, product development 
and adaptation, as well as meticulous manipulation 
of key marketing tactical elements to target foreign 
customers with quality, differentiated goods. 

Limited resources imply that born globals must 
succeed in foreign markets earlier, and with super- 
ior efficiency and effectiveness. International per- 
formance and the ultimate survival of the firm 
appear to hinge on well-conceived manipulation of 
strategic variables. International entrepreneurial 
and marketing orientations are particularly impor- 
tant to born globals because, owing to limited 
traditional resources, they cannot afford to make 
the mistakes that have afflicted the internationali- 
zation of other firms. 

At the strategy level, global technological com- 
petence, unique products development, quality 
focus, and leveraging foreign distributor compe- 
tences all appear to be significant drivers of superior 
performance overseas. Leveraging quality and tech- 
nological excellence helps born globals to develop 
offerings that appeal to niche markets around the 
world. The finding is consistent with research in 
Australia (Rennie, 1993), which found that early 
exporters thrive by leveraging proprietary techno- 
logies and high-quality goods. The combined, 
significant roles of global technological compe- 
tence, unique products development, and quality 
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focus provide further evidence that organizational 
activities related to innovation, R&D, knowledge 
development, and capabilities leveraging play 
important roles in positioning born globals for 
international success. These are all critical activities 
in the development or positioning of the firm's 
product offerings. Having relatively unique pro- 
ducts can also allow born globals to achieve a sort 
of 'monopolistic advantage' (Hymer, 1976) that 
further supports international success. The litera- 
ture specifies numerous approaches for achieving 
international business success, but innovative pro- 
cesses that drive the development of superior, 
unique products appear particularly important to 
born-global success. 

Strong relationships that born globals develop 
with competent foreign distributors also help pave 
the way for superior performance abroad. Descrip- 
tive measures reveal that the randomly chosen born 
globals in our study are targeting their goods to a 
median of 20 countries worldwide. Given the 
limited traditional resources of these young firms, 
and the tendency of many to internationalize via 
exporting, leveraging strong foreign distributors is a 
key strategy. Foreign distributors provide local 
advantages related not only to downstream 
international business activities, but also to gather- 
ing - market intelligence, forging links with 
key foreign contacts, deepening relations within 
extant markets, and cultivating new buyer 
segments. 

Conclusion 
Among the firms examined here, youth and lack of 
experience, as well as paucity of financial, human, 
and tangible resources, are no longer major impedi- 
ments to the large-scale internationalization and 
global success of the firm. Companies that possess 
the characteristics and capabilities described in this 
study can and do internationalize early, and 
succeed in international markets. Managers at born 
globals begin with a global vision, and devise a 
collection of capabilities at the strategy and 
organizational-culture levels of the firm that give 
rise to early adoption of internationalization and 
success in a broad range of foreign markets. Born 
globals acquire a substantial, fundamental base of 
international experience and knowledge that tradi- 
tional MNEs typically have taken longer to acquire. 
In this sense, born globals pose an important new 
challenge to traditional views on the internationa- 
lization of the firm. 

During the past couple of decades, the volume of 
global business activity has increased dramatically, 
and is associated with the emergence of mechan- 
isms and infrastructures that are facilitating the 
internationalization of countless smaller, entrepre- 
neurial firms. The trend has been hastened by the 
development of technologies that allow companies 
to internationalize and conduct global business 
much more efficiently than ever before. Electronic 
interconnectedness in particular is driving the 
emergence of a borderless global economy. Infor- 
mation technology and the Internet are liberating 
forces, permanently altering the landscape of 
international trade. Absent the burden of adminis- 
trative heritage, younger, smaller firms are playing 
a much greater role in international trade than ever 
before. 

Accordingly, the traditional view of the large 
multinational corporation as the dominant inter- 
national form might well be evolving. Born globals 
are emerging in substantial numbers worldwide, 
and likely reflect an emergent paradigm, with the 
potential to become a leading species in the 
ecosystem of international trade. In this sense, the 
born-global phenomenon is heartening because it 
implies the emergence of an international 
exchange system in which any firm, regardless of 
age, experience, and tangible resources, can 
be an active international business participant. 
Although large global corporations and the 
negative aspects of globalization often dominate 
reports in the popular press with respect to the 
emergent world order, the increasing role of 
born globals implies a more optimistic view. In 
relative terms, born globals might be seen to 
herald a more diverse international business 
system in which any firm can succeed inter- 
nationally. Future research should aim at deepen- 
ing our understanding of early adopters of interna- 
tionalization, which represent a widespread, 
ongoing trend. 
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Appendix: Measurement scales 
Construct (composite reliability, CR,) 

Item (standardized coefficient loading from CFA 
analyses in LISREL8) 

(Source) 

International entrepreneurial orientation 
(CR-=0.80) 

Top management tends to see the world, instead of 
just the USA, as our firm's marketplace (0.92) 

The prevailing organizational culture at our firm 
(management's collective value system) is condu- 
cive to active exploration of new business oppor- 
tunities abroad (0.89) 

Management continuously communicates its 
mission to succeed in international markets to firm 
employees (0.95) 

Management develops human and other 
resources for achieving our goals in international 
markets (0.89) 

Our top management is experienced in interna- 
tional business (0.73) 

Over the past 5 years, our firm has marketed very 
many products in foreign markets* 

In international markets, our top managers have a 

proclivity for high-risk projects (with chances for 
high returns)* 
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When confronted with international decision- 
making situations, we typically adopt a cautious, 
'wait-and-see' posture in order to minimize the 
chance of making costly mistakes#* 

Management communicates information 
throughout the firm with respect to about our 
successful and unsuccessful customer experiences 
abroad* 

Management believes that, owing to the nature of 
the international business environment, it is best to 
explore it gradually via conservative, incremental 
steps#* 

Top management is willing to go to great lengths 
to make our products succeed in foreign markets* 

Vision and drive of top management are impor- 
tant in our decision to enter foreign markets* 

(Covin and Slevin, 1989; Khandwalla, 1977; 
Miller and Friesen, 1984) 

International marketing oirientation (CR,=0.85) 
(In international markets, own firm rating relative 
to main competitors; 1=much worse than main 
competitors; 7=much better than main competi- 
tors) 

Knowledge of customers and competitors (0.80) 
Marketing planning process (0.82) 
Development or adaptation of the product (0.68) 
Effectiveness of pricing (0.62) 
Advertising effectiveness (0.70) 
Effectiveness of distribution (0.77) 
Image of your firm (0.88) 
Locations of sales outlets* 
Ability to work well with distributors* 
Ability to respond quickly to developing oppor- 
tunities* 
Skill to target and segment individual markets* 
Ability to use marketing tools (product design, 
pricing, advertising, etc.) to differentiate this 
product (0.81) 
Control and evaluation of marketing activities 
(0.80) 
(Adapted from McKee et al., 1992) 

Global technological competence (CR,=0.72) 
Our firm is at the leading technological edge of our 
industry in this market (0.75) 

We invented a lot of the technology imbedded in 
this product (0.94) 

Compared with local competitors, we're often 
first to introduce product innovations or new 
operating approaches (0.91) 

We are recognized in our main export market for 
products that are technologically superior* 

Our firm is highly regarded for its technical 
expertise among our channel members in this 
market* 

In the design and manufacture of this product, 
we employ some of the most skilled specialists in 
the industry* 

Unique products development (CR,=0.78) 
Our primary export product caters to a specialized 
need that is difficult for our competitors to match 
(0.88) 

In our industry, this product represents a new, 
innovative approach to addressing the customer's 
basic need (0.85) 

Compared with our main competitors' offerings, 
this product is unique with respect to design (0.81) 

Compared with our main competitors' offerings, 
this product is unique with respect to technology 
(0.97) 

Compared with our main competitors' offerings, 
this product is unique with respect to performance 
(0.75) 

(Miller, 1988; Porter, 1980; Roth and Morrison, 
1992) 

Quality focus (CR,=0.72) 
Emphasizing quality customer service is important 
to our firm's strategy in this market (0.46) 

Emphasizing product quality is important to our 
firm's strategy in this market (0.41) 

For us, success in this market is driven by truly 
satisfying the needs of our customers there (0.59) 

The performance of this product truly meets the 
expectations of customers in this market (0.53) 

The service and support provided with this 
product truly meet the expectations of customers 
in this market (0.79) 

(Buzzell and Gale, 1987) 

Leveraging foreign distributor competences 
(CR,=0.92) 
(Extent to which foreign distributor meets expecta- 
tions with respect to the following; 1=falls very 
short of expectations; 7=meets expectations very 
well) 

Setting local prices (0.78) 
Local selling (0.93) 
Local advertising (0.98) 
After-sales service (0.89) 
Collecting local market information (0.72) 
Liaison with local government (0.79) 
Cultivating new business/expansion (0.81) 
Product modification (if any)* 
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Arranging international shipping* 
Arranging local shipping* 
Local public relations* 
Customer technical support/training* 
Translation of sales literature, usage instructions, 
or labels* 
(Adapted from McKee et al., 1992; Daniels and 

Radebaugh, 1998) 

Performance in international markets (CR,=0.86) 
(1=very unsatisfied; 7=very satisfied) 

Relative to prior expectations, how satisfied have 
you been over past 3 years with product's perfor- 
mance regarding: 

Market share in this market (0.87) 
Sales growth in this market (0.85) 
Pre-tax profitability in this market (0.97) 

Compared with your main competitor(s), sales 
growth of this product in its main export market 
has been: substantially lower 1 2 3 4 5 6 7 
substantially higher (0.78) 

On a scale from 1 to 10, how would you rate the 
success of this product in its main export-market 
over the past 3 years? unsuccessful 1.10 successful 
(0.92) 

Gaining new knowledge/technology in this mar- 
ket* 

Compared with your domestic business, the total 
return on your investment (ROI) of this product in its 
main export market has been... substantially lower 
1 2 3 4 5 6 7 substantially higher* 

(Adapted from Cavusgil and Zou, 1994) 

Notes 
Except as noted, a seven-point ordinal scale was 
used where 1=not at all and 7=to an extreme 
extent. 

All standardized coefficient loadings are signifi- 
cant at P<0.01. 

*Indicates item that was dropped in the scale 
purification process. 

#Indicates reverse-polarity item. 
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