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Résumé

L'augmentation du nombre des entreprises qui s'internationalisent tres tot apres leur création
DX WUDYHUV GTXQ SURFHVVXV DFFpOpUp D DWWkUp O DW
dernieres décennies. Plusieurs explications souvent partielles ont été avancées par les
chercheurs sur les raisons de linternationalisation précoce des entrepgsssglobales.

Différents auteurs suggérent que l'approche réseau serait plus a&pnopur décrire ce
phénoméne précoce de ces petites entreprises. L'objectif de notre recherche est d'étudier
l'origine, la structure et le role des réseaux sociaux dans l'internationalisation précoce des
entreprises nées globales.

Nous étudierons la striwre des réseaux, considérée comme un prérequis pour aborder les
autres dimensions du réseau, bien que de nombreux chercheurs soient passés directement a
O pWXGH GX MHX GH U{OH GHV UpVHDX[ VDQV SUrWHU DWW
grance partie de la littérature a relié les entreprises nées globales au secteur de la haute
WHFKQRORJLH DORUV TXfILO H[LVWH GH QRPEUHX[ H[HP:
VHFWHXUV WUDGLWLRQQHOV 'H OD PrPH IDoORXQsur@fLQIOXH
processus d'internationalisation des entreprises est peu connue. Par conséguent, nous nous
intéresserons également aux liens du réseau dans le cadre de plusieurs secteurs industriels
GIXQH SDUW HW DX[ GLIIpUHQWYV @nn¥lHDpays@tcoBpafattO RS S H
GHV ILUPHY QpHY JOREDOHYV IUDQODLVHYVY HW SDNLVWDQDL\
Nos résultats révelent que es petites entreprises nées globales utilisent leurs réseaux pour
surmonter les obstacles liés a l'internationalisation rapide, cdequerécédents résultats
empiriques avaient pris en comptks. soutiennent également que l'origine des réseaux se

trouve dans deux parametres relatifs aux relations affaires et sociales ou hors activités
affaires. Des liens, a la fois faibles et fortat an impact positif sur l'internationalisation

précoce, mais leur composition differe dans les entreprises de faible technicité et dans celles

de haute technologi®ous soutenons également que la composition des liens est animée par

le secteur industrieGDQV OHTXHO OfHQWUHSULVH RSqUH SOXV TXH
institutionnel du pays.

Mots clés:née mondiale, internationalisation précoce, liens sociaux, réseaux, entrepreneuriat

international



Summary

The increase in the number of the companthat internationalize very early after their
foundation with an accelerated process has attracted the attention of scholars during last two
decadesDifferent perspectives have been employed by researchers, however still we neither
completely know abouthe capabilities which facilitate early internationalization of born
global firms.Different authorsuggest that network approach is more appropriate measure to
describe the early internationalization of these small fifitie focus of our research is to
investigate the origin, structure and role of social networks in the early internationalization of
born global firms. We intend to investigate the structure of networks which is considered pre
requisite to study the other dimensions of network ties. Masgarchers directly jump to

study the role networks play without paying any attention from where these ties originate.
Furthermore, much of the literature has connected the born global firms with high technology
sector however, there are many examplesbofn global firms in traditional sectors.
Similarly, very little is known about how various national context influence the
internationalization process of firms. Therefore, we also intend to investigate network ties in
the context of different industial MFWRUV DQG GLIIHUHQW OHYHO RI F
development by comparing born global firms from France and Pakistan.

Our results reveal that these small born global firms use their networks to overcome the
constraints to rapid internationalization iain has been supported by previous empirical
findings. The results also reveal that origin of ties is in both busgoesal or norbusiness

social settings. Both weak and strong ties are found to have positive impact on the early
internationalization; heever composition of ties is different in leswch and highiech firms.

‘H DOVR DUJXH WKDW LQVWHDG RI FRXQWU\pV OHYHO RI1 LQ
is moderated by the industrial sector in which firm is operating.

Key words: Born global early internationalization, social ties, networks, international

entrepreneurship.
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Introduction



This chapter presents the brief discussion of whole research. Fearde is
specifically referred to as an exploratory study with the primary aim of understanding
therole of networks in the early internationalizationbafrn globalfirms. The study
was carried out irdifferent industries ofFfrance and Pakistan which alputs the

networking issues into thadustry anccountry institutional context.

The significance of this topic has been highlighted in the recent literature because
networks have been recognized as an explanation for early internationalization of

these irms which has challenged the traditional models. In spite of many studies
IRFXVLQJ RQ HOWUHSUHQHXUYYV VRFLDO QHWZRUNV GXUL
importance and needs further investigaijgberhard and Craig, 20;1€esinger et al.,

2012 SlotteKock and Coviello, 201,0Cavusgil and Knight, 2009)

The discussion begins with the concept of born global firmsirednationalization

of small firms Subsequently, the relationship between tleworks and their
influence uporthe early intenationalizatiorof firms is elaborated upon. Discussion is
concerned with how entrepreneurs establish networks of relationships with the social
resources surrounding them during the creation and early internationalization of their
firms. This discussionirially leads to the development of conceptual framework for

the study.

The objectives of the study are formulated by referring to the research questions on
origin and role of social networks to discover how these born gliwbed utilize their
networks fo resource acquisition in their early internationalization process. The
approach to the study is qualitative. The outcome of the study explains the ways in
which these networks enable the entrepreneurs to access foreign markets just after

their foundation.

Section 1Early Internationalization of Small Firms

World has become globalized, internationalization does no longer involve only large
multinationals, small and medium enterprises (SMES) also internationalize actively.
According a World Bank study conded in 104 countries, the contribution of small

firms in job creation and employment development is higher than larger firms

(Meghana et al.,, 2011)internationally active SMEs generally report higher
2



employment growtlthan noractive SMEs and there issal a strong relation between
internationalization and innovatiofEuropean Commission, 2010)Yraditionally
SMEs are assumed to internationalize in a gradual and slow manner. However,
several recent studies (Moen and Servais, 2002McDougall et al., 1994)have
identified that manysmall firms are becoming international soon after ithe
foundation The increase in the number of tfiens that internationalize very early
after their foundation with an acceleratspeed has attracted the attention of
governmeh and management scholars since the beginning of nineties. These
companies mostly called either Born Glolf®ennie, 1993)or International New
Ventures(Oviatt and McDougall, 1994)ave been thavestigated bynanyscholars

and the number of publications this topic has multiplied in the recent yeansithe

topic is nascent and ian emergingresearch issuen the researchdomain of
internationalentrepreneurshipHowever,a solid theoretical framework geficiert in

the field causng a fragmentation (McDougall and Oviatt, 2000) Different
perspectivefiave been employed by research{@&ahra et al., 2000however stillwe
neither completelknow about the @pabilitieswhich facilitate internationalization of
SMESs, norcompletely abouthe elements ofheir competitive advantag€ommon

view that assumeSMESs as &onstrained resource sigstrainedur understanding of

why and howan SME becomes born global(Jones, 1999)Very little empirical
researchhas been conducted tovestigae the capabilies thatfacilitate earlyand

rapid internationaliation of SMEs(Knight and Cavusgil, 2004 Researchers have
highlighted that process theories fail to explaiphenomenon of early
internationaliation of firms(Preece et al., 199MMadsen and Servais, 1B9Oviatt

and McDougall, 1997Knight and Cavusgil, 1996VcDougall et al., 1994)Several
internationalization theories and modedgardingthe internationalizing of firmbave

been presentediowever, none of these entirely cover the actual internditzatian

of SMEs. Consequentlguthors suggest thitis better that these theories and models
become integrated in order to understand the prq€ssello and McAuley, 1999)
Literature review indicates that internationalizatmnsmall firmsis a mudtifaceted
approach that requires incorporation of three different theoretical approaches:

internationalization, social network analysis and entrepreneurship



Previous empirical researalegarding mternationalizationof firms has focused on
large comparmes and these models have been used $&sns to investigatefirm V
internationalization in other empirical settinguring 1970s,wo distinct streams of
research havemergedU-model in EuropgJohanson and Vahine, 1990ohanson
and Vahlne, 1977and I-model in North AmericgCavusgil, 1980 Bilkey, 1978)
Both models describe tha&ixport development takplace inslow andgradual stages.
Empirical studiesduring the lasttwo decadeshave challengedhe findings of
literature regardingtraditional intemationalizationby claiming that numerousfirms

do not build up their international activitieg incremental stageand often start
international activities right from their birthThese small firms, in their
internationalization process, face both intdriand external constrainf®uckley,
1989)including limited resources, lack of economies of scale,avstsion(Freeman
et al.,, 2006) limited market power and access to comprehensive market research
(Musteen et al., 2010xsuffer from liability of newess and liability of foreignness
(Sasi and Arenius, 2008nd dependary on a single product to be commercialized in
foreign market(Hollensen, 2007)However, very little is known about conditions
under whichresourceconstrained SMEs are able to achieyewth (Hessels and
Parker, 2013)just after their foundation contrary to traditional SMEs. Current
literatureargues that the process @arly internationalization dborn globalfirms is
not well explained by the existingodels andheories(Knight andCavusgil, 1996
McDougall et al., 1994) Some authorgKnight and Cavusgil, 19960viatt and
McDougall, 1994)identify these empiricafindings as a challenge calling for a new
theory, whereas othe(&nudsen et al.,, 2002Madsen and Servais, 199a)guethat
althoughthese smalfirms are different but are t necessarily diffemt from other
traditional firms with respetto fundamental process atite phenomenoof early
internationalizationmay be explained by already well known construeithout
requring any new theoryHowever, itis still appropriateto classify such firms as
something uniqueaand differentfrom a managerial point of view or with regard to

governmental support prograrfi®asmussen and Madsen, 2002)

Section 2. Networks

Born globalentrepreneurs are not only the founders and the owners of the firm, but

also the managers who are responsible for the firm's operafioeg.needo be able
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to usetheir knowledge and interpersonal skié#ffectively when ddang with external
environmentswhich includeall elements outside the firm that are relevamtits
operation(e.g.customers, supplierbankers, governments, competitors, and so forth;

are groups of individuals outside the firm who may pose a threat unless respectable
relationships wh them are developgdThese relationships are considered important

in the process afreation and development bfisiness because networks/relationship

can provide various resources to help develop the business. However, these external
resources are Imans, like the entrepreneur. This social interaction between
entrepreneurs and their external environments or social resources involves a
reciprocal exchange of resources, information, help, supports and opportunities. In
addition, these external humanaesces also offer encouragement and moral support.
Most of the small firm's external activities are concerned with these exchanges for the
best interest of the business. An entrepreneur's personal network appears to be an
effective strategy for getting aess to, and exploiting external resources through

exchange relationships.

Different researchers have given different definitions of networks and different terms
(e.g. personal network, social network, or personal contact network) frequently appear
in literature and are considered of as roughly interchangeable. However, the concept
of interpersonal networks is usually used when investigating newly created as
opposed to established firms. For our research we choose the definition given by Burt
(1992)which he describes that each player has a network of contacts consisting of
everyone he knows, everyone he has ever known and everyone who knows him even
though he does not know them. For the rest of our thesis we will use the term personal
networks to describthe terms social networks, intpersonal networks and personal

contact networks.

Section 3Networks and Early Internationalization of Firms

The network approachas its origin in1930s when it first emerged in organization

research and later in 1950s amthropological and sociological woldack, 2005

Nohria, 1992) The focus on network and social relations has increased in
HOWUHSUHQHXUVKLS EHFDXVH RI VFKRODUYV SHUFHSWL

and social networks can influence its outcomeswever, submissionof network
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approach to firm internationalization asrecent phenomenomhe network model is
emerged il 980swhenresearch confirmed that a macompaniesisetheir networks

to smooth thanternationalizationprocess and it igrguel that firms depend upon
resourcescontrolled byother firms Their position within a networlgives themthe

right of entry toexploit thesedifferentresourcegJohanson and Mattsson, 1988he
model was developedurther by Johanson and Vahlne (1990, 923). Several
scholars note that born glob&ims typically leverage networking capabilities to
facilitate early internationalization and achieve success in foreign markets
(Rasmussen et al., 20@ell, 1995 Coviello and Munro, 1995)

Different authos, for exampleBell (1995)and Coviello & Munro(1997)suggesthat
network approachsi more appropriate measure describeand explainthe early
internationalization of small firms and he importance of networks for
internationalization of new venturésincreasingly acknowledged mecentresearch.
However, knowledge about the role of various networks in the internationalization
process of small firms is limite@Eberhard and Craig, 2012)espite the wide spread
research on early and/or rapid interoaalizing firms since 1994 and recent review
articles (Keupp and Gassmann, 2Q08spelund et al., 20Q7Rialp et al., 2005)
empirical research is still fragmented and does not make contributions to common
body of knowledggBeate Cesinger et al., 2012 avusgiland Knight(2009) also
suggest to investigate further the role of network relationship and what type of
network contacts are beneficial in tharly internationalization of born global firms.
There remains much to be learned and further researdeded to examine network
theory in the context of entrepreneurial fif@oviello and Munro, 1995)Network
research does not specify the role of networks in emergence and early growth of
venture(Elfring and Hulsink, 2003and it would be useful to cdact further research

that differentiate different types of networks and their influence in the early
internationalization of born global firm§Andersson and Wictor, 20Q3Recent
literature argues that network research requires greater understé8tiittegrKock

and Coviello, 2010)

However many researchers directly jump to study the role networks play in

internationalization. Harris and Wheelg&005) emphasize the need to study the
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origin of relationship. An-other important aspect is thatany prevous studiehas
connected the born global phenomenon with high technology andvaetures
However researcthasalsopointed out thaborn global phenomenon is nobnfined
to hightecmologyindustry but hasalsobeen foundn traditional and mature sics.
In contrast to lowtech sectgrhightechsector showgreat levels ofincertainty and
dynamism and firms look into closely new opportunities to build up new
competenciegRowley et al., 2000March, 1991) It is expected that the value of
social captal vares across low and high technologgctors(Rowley et al., 2000)
because ofradeoff between the network characteristics that facilitate firms to
engage irmesourceexploitation(Ahuja, 2000) FurthermoreJohannissoi(1996)has
argued thatperonal networkingis less important in manufacturingpmpared to
service industry. Schutjens and Stg§8003) identify that firms in manufacturing
sector have relatively more types of business relationships tfiems in service
sector Differentlevels ofinnovationalsoaffect the variation of contacas innovative
firms tend to have more cooperative relationshggsmpared tofirms without
innovation (Johannisson, 1996Mort and Weerawarden&006) investigate the
networking capabilities ohigh technologyvs low technologyfirms and find that
networking capability issentiato thefirm growth inboth high tecmologyand low

techhologyindustries

It has also been claimed that due to environmental differences and development

within a country pattern oihternationalization also varies from country to country

(Welch and Luostarinen, 198&nd level of institutional developmentithin a

country KDV D GLUHFW LPSDFW RQ HQWUHSUHQHXUYTV QHWZ
2008). As far as internationalizatiaf firm is concerned, very little is known about

WKH QDWLRQDO FRQWH[WTV L @ liQefrdtmakzatfo) aidkhid SURFHV
extent entrepreneurs depend on their social netwdiiss and Danis, 2008)n this

part we will focus on pattern of ternationalization and networks in national context

by comparing born global firms in France and Pakistan. Current literature emphasize

more the importance afetworks for new business actie in emergingeconomies

than in developed economié®cause ofuncertainty and information asymmetry

Therefore atrepreneurs in emergingountries establishrelationships with other

actors in order to gain access taesources In contrast, mstitutiors are more
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establishedn developedcountriesand network partneingp becomedessimportant

for new venturesThereforethe level of institutional developmemntithin a country

has a direcimpact on the composition ofH QW U H S U H Q K ARG Yghhbti Z R U N
strong and weak ties have been identified as having positivdigetd effects on the
internationalization speed, however, the relative strength of these ties thlylevel

of institutional developmenwithin a country 7KH H[WHQW WR ZKLFK HQWL
depend ortheir ties varies across countries and institugiocontext It has also been

argued that although both weak and strong social ties facilitate, irrespective of
institutional context, the rapid venture internationalization, however, the strong
network ties are more prevalent gconomieswith lower level of institutional
development and weak ties are more prevalergcionomieswith higher level of

institutional development.

In a nutshell, we argue the importance of personal networks as a key explanatory

factor in the early internationalization procesissmall firms whichwe intend to
investigateand where our main focus is to study the role of networks in resource
acquisition of born global firms. Therefore we will also focus on how these small

firms overcome resource scarcity and acquire knowledget atme@rnational markets.

Before focusing on role of networkse also intend tinvestigate where from these

networks originateThen we will also study how networksomposition differsin

YDULRXV LQGXVWULDO VHFWRUV DQ#& d&8ldpMerEt BRXQWU\TV

important for born global firms.

More specifically, the above issues will lead to the formulation of several specific

guestions such as:

x Do born global entrepreneurs utilize thgdwersonal networks to
overcome thie resource and infornti@n constraint8

X What is the origin of these personal networks and what are the patterns
of networks of relationships established between entrepreneurs and
their personal networks?

X What kind of personal networks are normally utilized by these

entreprenew forthe early internationalization dheirfirms?



x What is the impact of industry on these personal networks of
entrepreneurs®o network playdifferent role in low-tech and high
tech industry?

x Does thenetworkcompositiondiffer in different institutioml contexts?

Section 4 Significance of Study

The phenomenon of early internationatibn of firmshas attracted much attention
recently(Madsen et al., 201Xeupp and Gassmann, 200%) is highlighted in the
literature that firms which are internat@nfrom inception are an important
phenomenon to be researched further and recent research has focused specifically on
WKLV 3ERUQ JOREDO" SKHQRPHQRQ

The significance of our study is evident from the points mentioned below:

X The interest in this phenamon is explained by the economic impact that it
represents as the growth of the exports of small companies increases
(Cavusgil, 1994Rennie, 1993)In addition, the process followed by the calls
for additional research on firm internationalization beeamishallenges the
universality of the traditional stage models of internationalizatdthough
the phenomenon has been observed in many countries and several industries,
its study is recent and belong to a research domain that is still in development,
that of international entrepreneurstigervantie, 2007)There is no doubt that
study of firm § developentin today's business environmeist important
Oviatt & McDougall(1997)emphasize the need to investigate #asos for
the start of such small firms as well as theiimportance andole in the

international market.

X An-other important point is marginal presence of French scholars. Cabrol and
Nlemo (2009) report thatmajority of studieshave beenconductedin US
context but theoresence oFranceis limited. They report only two studiex
(Moen, 2002;Moen and Servais, 2002pwever neither studysiexclusively
devoted to France, as the former studied Norway and France and the latter

studied Norway, Denmark and France. Although the ranking of peao
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scholar community in this emerging domain is very high, however, because of
contribution from countries in Northern Europe. In fact, 26% of European
contributions are from Finland, 23% are from UK, 15% from Sweden, 10%
from Denmark and 7% from Norwayhere is an emerging but marginal
presence of authors from other European countries like Germany France ltaly
and Spair(Servantie, 2007)

X Third important contribution is the study of this phenomenon in developing
countries. To date, reseaeth havefocused on firms from developed
countriesand one mayquestionif findings from developed countries are
applicable tosmall firms from developing countries. Although phenomenon
has been studied in emerging econom{&isson, 2002 Fillis, 2001)
However in cae of Pakistan we find only one study conducted by Fatima et al
(2011) A major challengdaced byPakistan at this time is to energise the
private SME sector. For such an expansion it will be important that local

entrepreneurship be encouraged and comgréad by public policies.
Section 5. Objectives of Study

The general objectives of the study are to investigate the ropersbnal
networks in early internationalization of small born global firmkis involves an
analysis of the structure and patterfmaind in small firm networks and their
usefulness and their relation to business development and internationalization. More
specifically, an investigation will be conducted on the basis of the objectives listed
below:

X To identify the origin of network uized by small firm
entrepreneurs.

X To investigate the networlstructureof small firm entrepreneurs.

x To understand and explain the role of networks in ¢hdy
internationalization of these small firms

X To compare the networkrigin, structureand rolein different
industrial context.

X To examine the networstructuren different institutional context.
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Section 6. Implications

Throughout out our discussion on literature, analysisfiadthgs we demonstrate the
importance of network# the early internatonalization of born global firms. This
thesis has to some extent contrésib the researcdomainof how networkinfluence

early internationalization of born global firmBhis thesiscontributes to insight into

this specific research arelaowever he gecifically narrow focus of thesis an
extension of the previousesearchwithin the researcharea and support Bdeen
found from this study to thoskndings. This thesisemphasizeshe need for more
research within tis area Although there are intesting findings from this study by
conducting the research with a different focus i.e. moderating effect of industry and
FRXQWU\IV OHYHO RI L Q\WhoneWnit\hedlS) © e GakeY MR SPHQW
consideration that only ten case firare included inthe research. In this section, we

attempt to describe some implications.

6.1.Implications for Managers

The findingsof our researclare useful for entrepreneuasd managers and reveal
interesting implications Networks are highly important in internatialization of
companies which are required to change not only their strategy but must also change
their network behavior in order to increase the pace and results of internationalization.
First, entrepreneurs can develop their business ventures throogth setworks
(Johannisson, 198&ldrich and Zimmer, 1986)it is necessary fahem toseekand
acquireresourcegrom their social network®r their development and survival. It has
been shown that it is necessary for entrepreneurs to be close tanfigir(and some
friends of the primary networks) as a base for them to support the early stage of their
business developme(itielson, 1989Birley, 1985) In addition, entrepreneurs need to
prove that they can succeed in business if they are given opjpied to compete and

given access to capital and other resources. This is to gain the confidence and trust of
the society. Therefore, it is essential for them to utilize their social resources for the
creation and the development of their busine¢3ekannisson, 1988Aldrich et al.,

1987) especially entrepreneurs with higimbitionsfor internationalization have to be
aware of the potential role kayetworkscan play. They should acquire required

knowledge experienceand skills from their networks bagse it is a key mechanism
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to speed up the internationalization process. Entrepreneurs should invest in

developingstrong andjoodquality relationships with resource providers.

Second,as it is evident that technologyasedfirms are international by riare but

other firms operating in traditional sector can also achieve early internationalization.
Therefore prospective entrepreneurs should be aware that internationalization is a
crucial and importantpart of the business plasnd theyneedto develop awell-
thought internationalization strategfnd the timing of internationalization iglsoa

key strategic decisioand they bBould notdelayinternationalization but start expsrt
early aftertheir foundation However, internationalization is a risky press that
requires signitant amounts ofesources andt is necessary for entrepreneurs to
manage people in their personal netwofKsey should assemble required financial
and humarresourcesf they aspire for early internationalizatiolm managing thie
networks, they ae required to identify the nature of relationships with network
membergLarson, 1992and theyneed to prolong the relationships with their network
members and keep those relationships in a good con@@iadia and Canary, 1993)

It is necessary to mention that the experiences of entrepreneurs demonstrate that
networks require investmefitVelch and WiedersheiwRaul, 1980Boissevain, 1974)
exchanggHertz, 1992 Cook, 1982) multiplicity of relationshipgBoissevain, 1974)

trust andcommitment(Curran et al., 1993Johannisson, 1988)nterdependence
between entrepreneurs and their network members (especially with suppliers and
customers), and also require a stability in the relation&ipran et al., 1993)hich

needs to be mainteed for future use. It is necessary for born global firms to plan,
establish, develop and maintain relationships with their network members.

Third, entrepreneursare alsorequiral to include more people and increase the
diversity of people in their persal networks.So thatthey can access a variety of
people who have different kinds of resour¢@ddrich et al., 1987) For example,
family can provide the initial capital for busing@&mmer and Aldrich, 1987)new
friends who are also in business caovle business information and government
agencies can provide knowledge, skill, credit or markets. This implies that
entrepreneurs should spend more time in building networks with people who have a

wide set of competencies. More people with a wide setcahpetencies in
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entrepreneurs’ personal networks will provide a variety of reso@ddsch et al.,
1987) For internationalization, entrepreneurs need to learn from people who have
experience in businesk addition, if entrepreneur lack internatiomxiperience, they

should try to attract senior management team with international experience.

6.2.Implications forResearch

This research makes a number of contributions to management science. First,
this study brings more insights tharigin and influence of networkson firm
internationalization particularly by investigating different industrial sectors under
GLITHUHQW OHYHO RI FRXQWU\YV LQVWLWXWLRQDO GHYH

Second, this thesis prowd a better understanding of how experiential
learning and irgr-organizational learningre related to eachother. At early stages
firms can speed international expansion by acquiring knowledge and skills through
network ties This is a significant finding as it may be one of factors underlying the
recently propos& FRQFHSW 3OHDUQLQJ DGYDQWDJHV RI QHZQHYV

Third, implications for research is that the role of thdustryproduct and
FRXQWU\TV OHYHO R L Qhe/graat ¥nipdrtBnOeldiqBeHoYoHUOtR SIenH Q W
faster internationalization; other prodsianostly drive internationalization through cost
orientation) Firms in lowtech sector are more dependent on strong ties for initial
internationalization particularly in developing countries; however, there is no difference

in the type of network ties fdrigh-tech firms.

Fourth the role of internet particularly in IT based firms must be taken into
consideration. Internet is found to be very effective tool in internationalization and

network development of IT based firms.

6.3.Implications for PolicyMakers

This researclalso provides some valuable insight for policy makeh® want to
support theearly internationalization of youngand smallfirms. Policy makers
recognizethe importance of internationalization for economic growth and regional
prosperiy. Even thoughthey have already develeg certain supporprogramsfor

internationalizing firms however, it is prudent for policy makers to use network

13



formation approach along with traditional support programs particularly in developing
countries likePakistan. We have found that internationalization starts with the help of
personal networks, therefore policy makers should recommend entrepreneurial
development programs including not only development of entrepreneur attitude but
also supporting the estahment of effective relationship with external actors.
Therefore government and ngovernment agencies can organize such activities e.g.
trade fairs and seminars which can help entrepreneurs to establish and develop
networks with foreign buyers. It hatso found that main source of capital and other
support is strong social ties (family and friends). Therefore, policy makers should also
see how informal sources of capital and other support can be effectively combined

with formal sources (e.g. financigstitutions).

We have found that firms from both leech and highech sectors show early
internationalization. However, lotech firms are more dependent on their ties as
compared toyoung, technology based firmshich also use internet and recruit
experienced persons. Thus these firmsquire a more tailored approadbor
developng policy measures. Policy makersan facilitate the search for external
managementavinginternational experiendgecause youngntrepreneurs ateusy in
setting up the busessand lack the time tolook for experienced management. In
addition, theyare often from prely technical backgrounds and thus do not have the

networks to identify potential candidates that can strengthantéiaen.

Born global Firms often lack a buwusss culture therefore networking with
government agencies can provide a variety of support. In addition tgovesnment
can also facilitate these smajloung firms to form partnerships with established
players. Thesefirms face liability of newness andgmallnes