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“ The hunger and thirst for knowledge, the keen delight in the »
chase, the good humored willingness to admit that the scent
was false, the eager desire to get on with the work, the cheerful
resolution to go back and begin again, the broad good sense, the
unaffected modesty, the imperturbable temper, the gratitude
for any little help that was given — all these will remain in my
memory though I cannot paint them for others.

Frederic William Maitland (1850-1906)

Jurist and historian

An internationalization process for startups is based on the exchange of knowledge and
other resources required for early internationalization and fast growth, and it requires
ventures to identify opportunities, conduct business, and gain a competitive advantage in a
foreign market. But, how do entrepreneurs obtain the knowledge required for
internationalization? Previous research suggests a role for the utilization of social networks,
leading managers to ask three basic questions: i) what kinds of knowledge-based resources
are urgently needed by international new ventures?, ii) how do needs for knowledge change
according to different stages in the internationalization process?, and iii) how can changing
needs for knowledge be met by developing and leveraging a social network? In this article,
we review the related literature, discuss potential answers to these basic questions, and we
suggest how a dynamic process can guide new ventures to acquire knowledge for

developing resources and conducting business toward internationalization.

Introduction

Internationalization is a challenging process, especially
during the early stages of a firm. New ventures that
wish to expand their business in new foreign markets
have to overcome a lack of legitimacy and their liability
of newness, smallness, and foreignness (Englis et al.,
2007; Sepulveda & Gabrielsson, 2013). Entrepreneurs
have to rely on their networks to overcome their short-
comings.

Internationalization involves and requires the ex-

change of knowledge-based resources needed, directed
towards recognizing opportunities to guide a business
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and also gain competitive advantages in the global mar-
ket. Promoting the required processes leads to three ba-
sic questions asked by entrepreneurs and managers
with the goal of expanding their business in new for-
eign markets:

1. What kinds of knowledge-based resources are ur-
gently needed by international new ventures?

2. How do needs for knowledge change according to dif-
ferent stages in the internationalization process?

3. How can changing needs for knowledge be met by
developing and leveraging a social network?
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According to Sepulveda and Gabrielsson (2013), entre-
preneurship research has a rich history of network stud-
ies, and many of them discuss how networks evolve
through a domestic venture-creation process. Several
studies have also demonstrated how social networks
play an essential role in internationalization and re-
source acquisition. For example, global startups rely on
networks to increase intangible content, including com-
mercial knowledge, strategic information, and other
valuable resources (Sepulveda & Gabrielsson, 2013).
Those firms placed centrally in a network could acquire
more, better, and earlier knowledge and unexpected in-
formation compared to their competitors, which may
influence their internationalization (Sharma & Blom-
stermo 2003). However, previous research has rarely
focused on the knowledge-based resources that are es-
sential in the early stage of internationalization or how
they are obtained. Previous researchers have generally
overlooked changes in needs for knowledge during the
dynamic venture process and how entrepreneurial net-
works develop to accommodate these different needs
when entering a new foreign market (Slotte-Kock &
Coviello, 2010).

This lack of research on the dynamic process and prag-
matic strategies for business relationship development
motivated our study. In this article, we first categorize
knowledge required for internationalization by new
ventures (i.e., technological knowledge, experiential
knowledge, foreign institutional knowledge, and busi-
ness knowledge), and identify the most likely means of
acquiring each type of knowledge. Second, we identify
three stages of growth (i.e., foreign market intention,
active involvement, and committed involvement) and
how needs for knowledge change according to these
stages. Third, we emphasize a pattern of leveraging ini-
tial networks in domestic markets to develop new busi-
ness relationship in foreign markets, as well as
strategies integrated with tie-strength theory for acquir-
ing knowledge associated with different stages and re-
quirements.

Owing to an extensive discussion of the solution in a dy-
namic process, this article could serve as a guide for
new ventures in developing their ability to identify op-
portunities, acquire knowledge, and gain competitive
advantage by facilitating and networking a collective
set of relationships required for internationalization.

Literature Review

Previous research suggests a role for the utilization of
social networks in acquiring knowledge for developing
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resources and conducting business toward internation-
alization. In this article, we review the related literature,
discuss potential answers to the three basic questions
described earlier: i) what kinds of knowledge-based re-
sources are urgently needed by a international new ven-
tures?, ii) how do needs for knowledge change
according to different stages in the internationalization
process?, and iii) how can changing needs for know-
ledge be met by developing and leveraging a social net-
work?

Englis and colleagues (2007) see a global startup pro-
cess as "a process of organisational emergence” where
ventures are involved in the exchange of knowledge, in-
formation, and other valuable resources with interna-
tional contacts to recognize and explore business
opportunities in the global market. Internationalization
depends on gaining competitive advantage from “the
use of resources and the sale of outputs in various coun-
tries” (Oviatt & McDougall, 1994). However, according
to Sepulveda and Gabrielsson (2013), new international
firms usually have to overcome a liability of newness
(e.g., inadequate financing, knowledge, and experi-
ence), smallness (e.g., a lack of reputation and legitim-
acy), and foreignness (e.g., a lack of familiarity with
varied international business environments) in their
early stages. To overcome these shortcomings, global
startups have to obtain critical resources required for
their early internationalization and sustainable growth,
not only internally but also beyond the boundaries of
the organization, within their networks.

Knowledge is a key resource that plays an essential role
in the development of global startups (Sepulveda &
Gabrielsson, 2013). Sharma and Blomstermo (2003)
state that a firms’ internalization process is “driven by
their knowledge base”. The firms’ knowledge base en-
compasses a well-organized management of knowledge
flows across its domestic borders, which is important
for a firm success, especially in new growing firms that
function under certain resource limitations (De Clercq
& Arenius, 2006). Seeking opportunities with little con-
trol over the required resources is a difficult task. Specif-
ic knowledge and information needed to "get things
done quickly" has proven to play a key role in the suc-
cess of most ventures, which shows its importance rel-
ative to access to capital resources (Kuemmerle, 2002).
Furthermore, knowledge has direct impacts on the con-
trol and guidance of the venturing opportunity. The op-
portunities required by global startups are
knowledge-intensive, as knowledge is the most import-
ant factor in their offering or a prerequisite in the devel-
opment of their offering. Penrose (1959) articulated
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that knowledge provides the best possible ways of un-
derstanding how initial ideas could be transformed into
market offerings and also how entrepreneurs or firms
can utilize such offerings. For example, technological
knowledge and business knowledge could be used in as-
sessing the feasibility and desirability of an offering,
while knowing the clients’ readiness and their decision-
making process can lead to future business (Englis et
al.,, 2007). Lastly, the ability to accumulate, manage,
and mobilize knowledge to achieve specified business
goals for growth are antecedents to successful entre-
preneurship (Kuemmerle, 2002). For instance, know-
ledge shapes the "absorption capability" of the
internationalizing firm, thereby forming a basis of the
knowledge that the firm will be able to absorb in the fu-
ture (Cohen & Levinthal, 1990).

1. What kinds of knowledge-based resources are urgently
needed by a global startup?

By synthesizing the related literature, we found that
four types of knowledge are required by international
new ventures, as described below and illustrated in
(Figure 1).

First of all, technological knowledge is organized tacit
knowledge that is associated with the firm's functional-
ity and application offerings (Englis et al., 2007). The
most resourceful way of extracting this kind of know-
ledge is through the combination of an international
and domestic network because knowledge in relation
to human resources can best be obtained internation-
ally through sharing information with other business
people, whereas that which is developed in R&D facilit-
ies is much easier to obtain locally.

Second, experiential knowledge consists of knowledge
about venturing, network experience, and internation-
alization, which is essential because firms tend to trust
past knowledge accumulated from experience more
than new information during an expansion process
(Englis et al., 2007). Specifically, venturing knowledge is
needed by firms to ensure sustainable creation of value
through the exploitation of the venture opportunity
(Van der Veen & Wakkee, 2004). Network experiential
knowledge could enhance the firms’ capacity to identi-
fy and develop business relationships and conduct busi-
ness in a network. Internationalization experiential

—{ Technological Knowledge ‘

other business actors

+ obtained from research facilities
and by sharing information with

| Venturing Knowledge |

—{ Experiential Knowledge

} Network Experiential Knowledge |

experience

Knowledge

peers and associates

+ draws on past knowledge and

« includes information shared with

_ Internationalization Experiential Knowledge |

— Knowledge on Foreign Parties |

—{Foreign Institutional Knowledge i

Regulations and Rules

+ derived from public information

+ includes shared norms and culture
with other institutions or experts

— Cognitive-Cultural Beliefs \

Customer Knowledge |

_‘ Foreign Business Knowledge

Competition Knowledge |

+ derived from public information

Market Knowledge |

+ includes shared information with
other business actors (customers,

suppliers, shareholders, etc.)

Figure 1. Types of knowledge required by international new ventures
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knowledge is believed to help management teams pos-
sess and make use of more foreign strategic partners to
grow faster than firms with less experiential knowledge.
Generally, these three kinds of experiential knowledge
could be gained from past experience, training, con-
sultation, and “business operations in relation to other
actors in networks” (Englis et al,. 2007).

Third, foreign institutional knowledge focuses on the
knowledge about government, institutional frame-
works, rules, norms, and cognitive-cultural beliefs
(Eriksson et al., 1997). Javernick and Levitt (2009) sug-
gest that international projects require managers to
work with diverse participants in various countries, and
are thereby faced with many challenges that arise from
cross-national differences. Therefore, knowledge of
these institutional elements is essential for sustainabil-
ity and profitability for the firm, as well as being benefi-
cial in reducing the risks of misunderstanding, delay,
and cost in the global market. Also, explicit institution-
al knowledge is usually embedded in public informa-
tion, such as local laws or research results, whereas
tacit knowledge could be acquired through social pro-
cesses, seeking information from experts in corres-
ponding fields, and exchanging connections with other
business people with related experience.

Fourth, foreign business knowledge includes knowledge
on customers, suppliers, and competitors, which gives
startups an advantage. This advantage comes about be-
cause business knowledge remain conducive to help-
ing firms promote customers relationship, predict
competitor behaviour, and react to market demands.
Having knowledge about customers’ willingness and
ability to cooperate appears to be a foundation upon
which a small or medium-sized business can expect its
future business to develop. Also, knowledge associated
with product offerings and the weaknesses and
strengths of rivals and competitors, provides global
startups with an improved offensive and defensive
strategy with respect to identifying opportunities and
threats (Fleisher & Bensoussan, 2007), as well as devel-
oping competitive strategies to differentiate it from its
competitors (Englis et al,. 2007). Market knowledge
relates to “the desirability of the offering” (Van der
Veen & Wakkee, 2004) and concerns both “legislative
and cultural issues, and also the socio-economic and
technological landscape of the market” (Englis et al.,
2007). In addition to acquiring this type of knowledge
through public databases and research institutions, an-
other effective means of acquiring less codified know-
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ledge or knowledge related to specific situations is
through the exchange of information with other entre-
preneurs, customers, suppliers, and other actors (Javer-
nick et al., 2009).

2. How do needs for knowledge change according to dif-
ferent stages in the internationalization process?

As discussed earlier, internationalization is the process
of exchanging knowledge and other resources required
by early internationalization and fast growth, to recog-
nize opportunities, conduct business, and gain a com-
petitive  advantage in the foreign  market.
Internationalization has three stages, as identified by
Coviello and Munro (1997):

1. Foreign market intention: In this stage, global star-
tups have an intention to enter a foreign market. They
discover profitable opportunities and prepare for the
exploitation of these activities. During this stage, the
process of opportunities discovery and preparation is
affected by prior experiential and technological know-
ledge (Shane, 2000), as well as information regarding
the business actors and demands in the target market.
According to Englis, Wakkee, and van der Sijde (2007),
the entrepreneurs "discuss their ideas and opportunit-
ies-in-progress with potential resource providers and
prospective customers to develop an initial idea into a
viable business opportunity by matching (future) at-
tainable resources and perceived market needs". These
authors also point out that initial ideas may be dis-
covered in the domestic context, when startups are typ-
ically engaged in information exchanges with
individuals and institutions located internationally.

2. Active involvement: In the second stage, entrepren-
eurs of global startups involve themselves in activities
of “exploring the feasibility to create the business ele-
ments, mobilization of relevant suppliers, customers
and partners, location of relevant resources and using
the network to explore the novelty creation” (Englis et
al., 2007). In this stage, experiential knowledge in ven-
turing, networking, and internationalization, as well as
foreign institutional knowledge, would significantly af-
fect the activities in relation to exploring new markets
and meeting resource needs required to act on oppor-
tunities. The types of knowledge required for this active
involvement stage are often diverse or scattered around
the world. So, the entrepreneur should be able to learn
and internalize knowledge by interacting with diverse
network ties and bridging previously unconnected
parties (Sepulveda & Gabrielsson, 2013).
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3. Committed involvement: In the third stage, the en-
trepreneur focuses on creating desirable offerings and
gaining competitive advantage. Firms require highly
privileged information for “rare, non-imitable benefits”
(Sepulveda & Gabrielsson, 2013) as well as specialized
knowledge in venturing and global business for “gener-
ating its own working capital” (Dyer, 1996) and
strengthening market position. So, entrepreneurs must
to seek and obtain such information and knowledge by
building up a strong link with key stakeholders (Gabri-
elsson et al., 2008) and constantly expanding their so-
cial network to enhance their visibility and lower risks
and uncertainty in new markets.

Table 1 summarizes the types of knowledge required by
the entrepreneur through these three stages. At each
stage, the needs for knowledge may be different, differ-
ent means of obtaining this knowledge may be re-
quired, and there may be different ways that the
knowledge can be “transformed, combined, or lead to a
unique advantage” (Brush et al., 2001).

3. How can changing needs for knowledge be met by de-
veloping and leveraging a social network?

International new ventures, with limited time and re-
sources in their early stages, need to develop strategies
that enable them to “create, obtain and control know-
ledge efficiently and effectively”. With structures of rel-
ative stability and predictability, which reduce
perceived uncertainty (Hakansson & Snehota, 1995),
and with systems of joint learning and distribution of
information between the firms (Schumpeter, 1934), the
use of networks is critical at this period. Founders rely

on their networks to support their future establishment
(Greve & Salaff, 2003) and overcome their liabilities.

Also, most of the knowledge required for international-
ization is experience-based or located internationally,
meaning it is hard to acquire from traditional ap-
proaches. Although a social network is usually helpful
for intangible resource exchange or overcoming geo-
graphical barriers. Hence, firms must gain knowledge
through deliberate networking in both their domestic
and foreign markets to meet knowledge needs.

Internationalization for entrepreneurs is usually oppor-
tunity driven and often depends on existing network re-
lationships, such as for exchanging required knowledge
from existing sources. Entrepreneurs also tends to gain
legitimacy and increase the chances of their firm's sur-
vival by leveraging their networking contacts to develop
new relationships and gain access to extended net-
works. With the establishment of mutuality, trust, and
independence among new ties, entrepreneurs are more
likely to develop their social network and firms globally.
(Figure 2).

In their early stages, most startups have only domestic
relationships. As Englis, Wakkee, and van der Sijde
(2007) found, these startups should leverage estab-
lished ties (e.g., investors, customers, and suppliers),
and work as brokers to build new ties. When their exist-
ing network is not suitable for working with new busi-
nesses or are found in narrow niches, startups could
hire people who have network contacts that firm needs
or who have foreign work experience. After they bridge

Table 1. Business internationalization stages and corresponding knowledge needs

Internationalization Stages

Foreign Market Intention

Active Involvement

Committed Involvement

Key Activities ¢ Exchange knowledge .
¢ Recognize opportunity

Enter new market and find
new customers

Locate, obtain, and control
resources

e Develop new product and
market

¢ Gain competitive
advantage

Knowledge Needs e Technological and business .
knowledge transformed into a
viable business opportunity by
matching attainable resources

and perceived market needs

Experiential knowledge and
foreign institutional
knowledge for entering new
market and controlling diverse
resources

e Highly privileged
information for non-
limitable benefits

e Specialized business
knowledge for generating
capital and strengthening a
dominant market position
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Established
business
relationship

i i New international ties
Domestic strong ties
link to New domestic ties with
Domestic weak ties internationalization

New business
relationship

experience or resources

Utilize initial network
in domestic market

SN

Bridge and build new
relationship

Develop new network
in foreign market

—

Figure 2. Social network and business relationship development

and build new relationships in international markets,
ongoing business with customers and suppliers is also
essential for new network development, for example,
by offering products at a discount and asking interna-
tional lead users to spread the word. As these new rela-
tionships grow, global startups accumulate knowledge
and capabilities that empower them adapt to a new for-
eign market.

Using existing networks for foreign market intention
According to the review of the importance of various
knowledge types through the three stages of interna-
tionalization, we now analyze how global startups man-
age and develop their social networks to meet their
changing needs for knowledge based on the strength of
different ties.

The initial idea to enter foreign markets may be found
by scanning, selecting, and exploring existing relation-
ships (Englis et al., 2007). Through interaction with
strong ties (i.e., family, friends, other business actors
with higher emotional intensity and reciprocal commit-
ments) (Granovetter, 1973), the entrepreneur ex-
changes fine-grained information about target foreign
market and rivals (i.e., business knowledge) and tacit
technological knowledge, to lower risks in a new, uncer-
tain environment. As a consequence, the opportunities
that match their attainable resources and market needs
can be identified and decisions can be made about
whether or not they are worth pursuing (De Koning,
1999; Puhakka, 2002).

Furthermore, Granovetter (1973) and others have sug-
gested that weak ties are also important in this process,
because they provide access to novel information and
thus to new options, especially when the entrepreneur
needs diverse channels or approaches for seeking
knowledge that go beyond their close relationships.
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Thus, a balanced network of strong and weak ties is re-
quired to avoid being shielded or blind to multiple po-
tential opportunities during preparation stages.

Bridging and building new relationships

To enter new foreign markets and control resource for
international expansion, most entrepreneurs have to
employ strategies that expand their current domestic
networks, because the experiential knowledge and for-
eign institutional knowledge needed in this stage are
generally distributed around the world. Using existing
strong ties with “an indirect history and level of trust”
(Sepulveda & Gabrielsson, 2013) to develop and accu-
mulate additional knowledge and capabilities, could
save both time and money.

However, this approach may restrain the adaptive beha-
viour of firms if they only rely on strong ties for mutual
learning or as a bridge to new contacts; it will expose
them to risk in an unfamiliar environment, where they
need timely detection and rapid response to mistakes
caused by inexperience (Sharma & Blomstermo 2003).
Hence, firms also need to use weak ties (e.g., a diverse
set of persons working in different contexts) to gain ac-
cess to unconnected network actors for seeking comple-
mentary knowledge about target foreign market that
“go outside their existing channels” (Sharma & Blom-
stermo, 2003). Thus, weak ties are better than strong
ties in providing a beachhead or entry node to support
rapid international expansion.

Developing new networks for committed involvement

In the stage of committed involvement, global startups
pay attention to legitimacy and gaining competitive ad-
vantage. Specialized knowledge and highly privileged
information are required to establish a strong market
position.
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After building new business relationships in foreign mar-
kets, entrepreneurs need to continue to develop their
network, making it more attractive to new and more in-
fluential network partners (Hite & Hesterly, 2001), in or-
der to enhance their ability to gaining differentiated
knowledge and building positive resource flows. Over
time, these changes increase the density and interde-
pendence of the new international network (Sepulveda
& Gabrielsson, 2013). So, firms should try to transform
new ties into well-known relationships with trust, then
through them, develop more weak ties, which gives the
firm a higher centrality in their network for receiving
more, better, and early knowledge compared to their
competitors (Sharma & Blomstermo 2003).

Conclusion

Knowledge-based resource and capabilities determine
the direction of the opportunities and how to transform
the initial idea into the offering (Englis et al., 2007) for le-
gitimacy and improved chances of survival in interna-
tional markets. The main focus of this article is how to
meet an entrepreneur's knowledge-based need for inter-
nationalization. The intention is to provide entrepren-
eurs a roadmap and vision for understanding some of
the necessities and development patterns for interna-
tionalization, as well as a guide of strategies adopted for
utilizing and developing social capital.

This article has reviewed literature on knowledge-based
resources, the internationalization process, and the
value of networks for new ventures. It brought together
insights to analyze three key problems faced by interna-
tional entrepreneurs in terms of what types of know-
ledge are needed at various stages of
internationalization and how to acquire them. The con-
tributions of this article include the categories of needs
for knowledge (Figure 1), a synthesis of the changing
needs for knowledge at each stage (Table 1), and a list of
strategies combined with social network development
and tie strength (Figure 2).

For researchers and scholars studying networks and in-
ternationalization, more research is needed to examine
the role of social network in the internationalization pro-
cess for ventures from different industries and in differ-
ent position in networks, because the value of a social
network depends on the position of actors in social hier-
archies, the number of competitors (Burt, 1997), the en-
trepreneurs’ connections with brokers, and the specific
instrumental actions performed. Other research could
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be conducted to link the entrepreneurs’ ability of ab-
sorbing and internalizing knowledge to the perform-
ance of international ventures, if possible, from
multiple countries with various cultural backgrounds.

In summary, entrepreneurs must be aware that each of
the three phases of the internationalization process
have different knowledge needs, so network and busi-
ness relationships must be developed to fulfill these
needs. Moreover, for internationalization, it is import-
ant to rely on local networks to build and bridge rela-
tionships, through which entrepreneurs can develop
new networks in new markets. In addition, when using
social capital, all ties should be seen beneficial to entre-
preneurs, but the entrepreneur's situation determines
which ties are more beneficial than others.
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