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1 Introduction 

 

The study of this thesis is about challenges that are faced by born global SMEs and how 

they overcome them. A thorough literature review is done so as to understand the 

challenges that are faced by these born global companies. The purpose of this report is 

to identify maximum numbers of those internal and external challenges so as to present 

them in this report. To further understand on how the born global companies overcome 

these challenges, research is done on four born global SMEs (Small and Medium 

Enterprises). 

The importance of this research (secondary and primary) is interesting for all born 

global companies who are in the initial stages of business. It will also be interesting for 

entrepreneurial students who plan on starting born global SMEs in the future. Moreover, 

it will help to understand what challenges they can face in business world and how they 

can overcome them.  

Other than students and teachers, this research will also interest managers and 

entrepreneurs of born global SMEs as it will present the challenges these companies can 

possibly face. Primary research will present how some companies have faced, measured 

and have overcome these challenges successfully. 

Various articles and journals have been written by different scholars on understanding 

the phenomenon of the challenges faced by born global SMEs. Our report aims to 

present these various challenges to one place, after a thorough literature review. This 

study also aims to compile utmost challenges in this report from different authors. To 

further enhance the research, the report will also cover how born global SMEs have 

managed through those challenges.  

In the first section of the study, a thorough introduction will be made on born global 

firms and their differences with MNCs (Multi-National Corporations). Literature review 

will present challenges to born global firms. Findings will be presented after the 

literature review with our primary research. 

 

1.1  Born Global Phenomenon 

Traditionally focus of studies was mainly on large firms and giant corporations, which 

are enriched with significant resources. Today, the trend of business environment is 

changing as more than 99% of all businesses in Europe are in small and medium 

enterprises (SMEs). These small and medium companies have 70% of employment in 

Europe (Commission, 2003). Similar is the trend of rising SMEs in the global business 

world. Despite the emerging trend of SMEs and their growth; attention of government, 

public and science is still mainly focused on giant companies. (Commission, 2003) 

When we think about large and global companies, our attention goes to giant 

multinational corporations (MNCs) like McDonalds, Apple or Honda. However studies 

have proven that there are small and medium companies that are contributing 
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comprehensively towards developing countries in their economical growth and even at 

international business level (Rennie, 1993). This shows that small and medium 

companies are also contributing to economies, GDPs and job markets. As a result to the 

significance and contribution of SMEs, authors and researchers have started to focus on 

new phenomenon of a small and medium size enterprises called as born global SMEs. 

The term “born global” was given to SMEs that have successfully contributed in 

international business by exporting products and services, started within two to three 

years of their business foundation. The trend was found in a joint project of Australian 

Manufacturing Council where it was noticed that born global SMEs are not only 

successful in their international business but they are also competing successfully 

against giant firms. Those giant firms had an average age of 27 years (Rennie, 1993, p. 

573). Rennie (1993) has further highlighted that these SMEs are contributing at macro 

level economic factors of the country as well by generating revenues, increasing 

economy, export activities and providing employment. 

The distinctive characteristic of born global SMEs is not their size, but their rapid 

internationalization. Collaborating in international business and international market, 

within three years of the business foundation, made these born global SMEs different 

from traditional and domestic SMEs. (Rennie, 1993; Knight & Cavusgil, 1996; Oviatt & 

McDougall, 1994) 

In the last 20 years, it has been witnessed by international markets and business world 

that the trend of born global SMEs is increasing. The trend is very high in developed 

markets (Europe, America) and is increasing in developing markets of Asia and South 

America. The Economist (1993, p. 328) reported about the increasing trends of “born 

exporters” as the SMEs thinking globally from very first day of the business. These 

firms were mostly present in information technology industry and shared common traits 

with companies identified as born global in Australian Manufacturing Council.  

Rennie (1993, p. 47) stated very clearly that 20% of new trade growth in Australia was 

coming from born global SMEs, after the research on 300 small and medium firms. 

Moen and Servais (2002) also did a research on 677 born global SMEs of Denmark, 

France and Norway. The conclusion was that more than 30% of exporting companies in 

these markets were born global as they were exporting their products or services within 

the first two years of business foundation. Similar research was done by Moen (2002) 

on 335 born global firms. Luostarinen and Gabrielsson (2002) did a research in Finland 

on 89 born global firms.  

The rise of born global phenomenon has certain factors and patterns behind that 

appeared in international markets and businesses, in previous two decades. According to 

Rennie (1993), born global phenomenon arises because of changes in consumer 

behavior in international market, as customers were moving towards customized 

products and services rather than standardized products and services. Another important 

factor mentioned by him is about development in communication. Communication gaps 

are now no longer unavoidable with modern technology and companies can conduct 

business anywhere in the world through communication with their partners. Knight and 

Cavusgil (1996) mentioned flexibility and adaptability of small companies as major 

factors behind their rapid internationalization. Oviatt and McDougall (1994) mentioned 
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cheaper transportation as a factor behind born global rising phenomenon. All these 

factors played an important role in making the world a global village and providing 

SMEs to have a share in the international market. As a result of these factors, SMEs 

started to share the competitive advantage that was traditionally with large MNCs, with 

their skilled human resource management, sufficient resources, innovative knowledge, 

research and development. Today, cheaper resources, transportation and communication 

technology is providing opportunities to born global firms to participate and compete in 

the international markets. (Oviatt & McDougall, 1995) 

It has been argued that born global SMEs are mainly found in high technology 

industries, though some authors have stated that it is not always the case. Rennie (1993) 

has emphasized that born global companies are not related to a particular industry or 

sectors of the economy. Oviatt and McDougall (1994) have further stated that born 

global SMEs are appearing in various industries. Madsen and Servais (1997) have 

concluded in their research that the phenomenon of born global is not limited to high 

technology industries as it may come from various industries.  

Born global phenomenon challenged the traditional theories of internationalization 

which were mainly based on large and giant companies who developed their 

international businesses before establishing strong foundations in their domestic 

markets. For example Microsoft and Apple went international by generating strong 

brand name and image in America first (Rennie, 1993). The gradual internationalization 

process mentioned by Johanson and Vahlne (1977) was challenged completely. As a 

result to this challenge, various studies were done on internationalization process of 

born global SMEs which is not at all gradual. Main factors found behind the rapid 

internationalization were levels of networking and entrepreneurship (Oviatt & 

McDougall, 1994; Knight & Cavusgil, 1996; Madsen & Servais, 1997). The focus of 

studies mainly remained on internationalization process of born global SMEs. In our 

research on born global firms; models of born global firms, their internationalization 

processes and their strategies of overcoming the challenges are not well covered in 

researches and articles. 

Studies on born global SMEs have identified different characteristics that differentiate 

from MNCs. As stated before, large companies and MNCs usually have sufficient 

resources while born global SMEs lack in resources (Oviatt & McDougall, 1994).  

Knight and Cavusgil (1996) further contributed that management and entrepreneurs of 

born global SMEs have this perspective of international business approach right from 

the beginning of the business which helps them to achieve internationalization early.  

Apart from success stories of born global SMEs and their internationalization process, it 

is certain that they face various challenges in their international business. It is important 

to understand how they overcome these challenges, after understanding the challenges 

they face. 

Madsen and Servais (1997) have stated that in order to understand their competencies in 

overcoming the challenges, it is important to understand the governance structure, 

routines and the competencies of born global SMEs; which are followed up in the next 

section. 
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1.2 Corporate governance structure, competencies and routines of 

Born Global SMEs 

Theories on born global SMEs are under discussion and studies with ongoing 

researches. Studies are being done on developing theories on born global SMEs. 

Madsen and Servais (1997) have done a research focusing on the direction for further 

research on born global SMEs model. 

Madsen and Servais (1997) have presented a framework model of born global SMEs 

which needs further research and development. There are three main factors of born 

global firms which are mentioned in the figure below; 

 

In the above figure, founder, organization and motivation are the three major parts or 

factors of a firm that makes it a born global firm. In this report, our focus is on the 

challenges that are faced by born global firms. So, we will focus on two factors of the 

shaded “organization” part i.e. competencies and corporate governance structure, which 

we will discuss in detail with our focus on overcoming the challenges to these SMEs. 

As we are focusing on challenges that are faced by born global SMEs and how they 

overcome those challenges, in order to understand these challenges, we found it 

important to understand the born global research model. Madsen and Servais (1997) 

have particularly focused on three aspects mentioned as competencies, routines and 

corporate governance structure. Other authors have also contributed to these aspects. 

Knight and Cavusgil (2004) have referred evolutionary economics to explain the 

success of born global firms in the international market. They have argued that there are 

Founder: 

 Past Experience 

 Ambition Level 

 Motivation 

Organization: 

 Competencies 

 Routines 

 Corporate 

Governance 

Structure 

Motivation: 

 Market 

Internationaliz

ation 

 High/Low 

Technology 

Specialization 

Born Global: 

Propensity and Further 

Development 

Figure 1: Born Global Research Model by Madsen and Servais (1997) 
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critical competencies in born global SMEs, which have certain organizational 

capabilities, which lead firm to succeed in international market. In highly challenging 

markets, with presence of giant MNCs, born global SMEs have organizational 

capabilities and competencies to perform better than MNCs in certain areas so as to 

achieve international market share. Rasmussen and Madsen (2002) have elaborated 

further by mentioning the importance of corporate governance structure of the company. 

They argued that the performance of born global SMEs is dependent on the 

organization’s corporate governance structure. A competitive and motivated structure of 

a born global firm leads to success of the company in the international market. Apart 

from Rasmussen and Madsen (2002) and Madsen and Servais (1997), we didn’t find 

literature on born global SMEs that has covered corporate governance structure and 

function of such firms which needs further study in future. 

With the literature available on competencies, routines and corporate governance 

structure, it is concluded that these are major factors behind the success of born global 

SMEs in international markets. To have a better understanding of born global successes 

and challenges faced by them, it is important to have more research on born global 

competencies, routines and corporate governance structure. What we know about born 

global firms is about the challenges they face in their internationalization process 

because of internal and external factors. What we do not know from literature is their 

business models, their competencies, corporate governance structure, routines and their 

strategies on overcoming those challenges. By covering these missing areas, we will 

have comprehensive literature on born global firms which we need to understand as 

students of international business and entrepreneurship.  

 

1.3 Research and studies on Born Global SMEs 

Studies on born global SMEs are being done all over the world and new contributions to 

the subjects are being made frequently. It also is the topic under research and 

consideration for many business scholars particularly in the field of international 

business and international marketing. 

Initial research on born global firms was done to understand their internationalization 

process and pattern. Oviatt and McDougall (1994), Knight and Cavusgil (1996), and 

Madsen and Servais (1997) have done considerable work on internationalization 

process of born global firms. Later, authors focused more on challenges faced by these 

born global companies (Luostarinen & Gabrielsson, 2002; Knight & Cavusgil, 2004), 

and less on organizational characteristics and overcoming those challenges. 

 

1.4 Purpose of our study on Born Global Challenges 

Our main motivation and purpose behind this study is to understand the challenges 

comprehensively. From literature study, we believe that born global phenomenon will 

further rise in future as the world is becoming more global every day. It is very 

important to understand the challenges that are faced by born global firms, and more 
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importantly to understand how they overcome these challenges because of the rising 

number of born global entrepreneurs and firms. 

While studying international business, we came across certain changing patterns in 

international markets. It is said that small and medium sized companies, cumulatively, 

will be contributing more to economy and job markets, than traditional large sized 

firms. Large sized firms will exist as before, as they have certain competitive 

advantages in resources, human resource skills, operations, research and development. 

Rennie (1993) has argued that there will be certain advantages to economies because of 

born global firms, as their number is rising. These advantages will be of high exports 

and job growth. Madsen and Servais (1997) also argued that the phenomenon of born 

global firms will increase in future, which will be an attractive opportunity for new 

entrepreneurs.  

The term used in this study is born global SMEs or born global firms, while studying it. 

We want to make it clear that we are not generalizing the term SMEs in literal 

meanings; i.e. “small” or “medium” firms by size, income or number of employees. It 

simply means that our focus of study is to understand small or medium sized born 

global firms, without generalizing them.  

 

1.5 Research Question 

In our study and research of born global firms, we have identified certain challenges 

that have been focused by different authors in the past. However, insufficient research is 

done on overcoming those challenges. Our focus of the thesis is to identify the 

challenges first and then to focus on overcoming them. 

In the literature review, we will identify and study the challenges that are faced by born 

global SMEs. Though our primary research will focus on how to overcome these 

challenges, as this has not been much in focus by authors. We will highlight the 

challenges through literature review (secondary research) and then we will provide our 

research on how to overcome those challenges by primary research. This will help to 

provide insights for academic as well as for new born global firms on how to cope with 

these challenges. The research questions of our thesis are as follow; 

What are the challenges that are faced by born global SMEs? 

How do they overcome these challenges? 

The reason of dividing a research question into two is to make it easier to understand. 

This way our primary and secondary research is divided, and is clearly focused on the 

research questions.   

The second question is our primary research. Literature on second question is lacking, 

our contribution to the subject is our primary research i.e. overcoming the challenges. 

To answer this question, we interviewed four born global firms, two from Sweden and 

two from Pakistan.  
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2 Research Design and Methodology 

This section provides information about the research approach that we adopted for the 

thesis. We will also focus on how data was collected. Secondary research will lead to 

literature review and primary research will lead to findings of this study.  

 

2.1 Methodological Stance 

According to Bryman and Bell (2007), methodological stance means how a researcher 

interprets the social world around him/her. Our purpose here is to explain our 

methodological stance so as to be clear on the orientation of our research done in this 

study. As mentioned before, we are focusing on born global challenges which are 

mentioned by different authors in literature review and overcoming those challenges. 

The focus of study will remain on born global firms.  

Our aim in this study is to be realistic in our methodological approach. In research, 

realistic means to focus on general explanations based on facts that are presented by 

academic and authenticated authors. Primary research will provide us concise and to the 

point information related to our study as it is the way to attain the first hand 

information. (Bryman & Bell, 2007) 

For literature review, we have studied different authors who have contributed in the 

field of international business and born global firms. We studied their articles, journals 

and books so as to develop our foundation for the thesis.  

 

2.2 Research Approach 

Research is based on two approaches either deductive or inductive. Deductive approach 

involves developing a theoretical framework, formulating a hypothesis based on the 

theoretical framework and testing the hypothesis with the help of research. If the 

hypothesis is approved by doing research, the research is successful otherwise it will 

fail. If successful, then the researcher digs result out of the research and concludes the 

results. Deductive approach is used for doing quantitative research and this approach 

mainly moves around the developed hypothesis. (Veal & James, 2005, p.26) 

Inductive approach, on the other hand, is different from deductive approach. For our 

research, we have chosen inductive approach as it was more suitable for our thesis 

because our study was qualitative in nature and without any hypothesis. On the basis of 

our theory (particularly in literature review), we developed the research question and 

gathered information accordingly. For inductive approach in our thesis, we collected 

and studied literature on born global firms already present, and then we focused on our 

primary research by contacting 4 born global firms directly. This approach leads us to 

the theoretical conclusion.  

The difference between the two approaches is that inductive approach is a method in 

which conclusion is made based on set of observations. Deductive approach leads to 

conclusion based on previous information and facts. Also, inductive approach takes 

information from different domains and then finally leads to a conclusion. While 
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inductive approach leads to conclusion by thoroughly studying a particular piece of 

information. Inductive approach is more suitable as well for qualitative studies. 

We have selected inductive approach for our study as we are focused on particular area, 

i.e. challenges faced by born global firms. Our research is qualitative as well as without 

any hypothesis. 

The above figure explains our approach for this study. Research question and literature 

review were at similar times. In fact literature review helped us to the particular 

research question of this thesis. But to make figure more understandable, research 

question leads to the particular literature review. Primary research is done through 

telephonic interviews for which a questionnaire was assigned and sent to the 

interviewees before the interview. Information was also gained through emails from the 

four respondents. Literature review is about the challenges, while primary research is 

more about overcoming those challenges (Veal & James, 2005, p.27-28). In the section 

of findings, both primary and secondary findings are discussed so as to reach the 

conclusion of the study.  

 

2.3 Research philosophy 

Before starting the research strategy and research methodology in detail, it is important 

to consider the author’s view about the reality and how it’s going to affect the outcome 

of study. Reality can be examined through two orientations i.e. ontology and 

epistemology orientation (Bryman & Bell, 2007, p. 20-28). We will describe them as 

follow; 

 Ontology orientation 

Ontology is the research philosophy which refers to the way reality is viewed by the 

researcher (Bryman & Bell, 2007, p.22). As our thesis is based on the qualitative 

research there is idea that there are multiple realities. This explanation focuses on 

Research Question 

Literature Review 

Data collection process (telephone interview) 

Findings from the data 

Analyzing literature review and findings 

Discussion and conclusion of research 

Figure 2: Research Approach in this Study 
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subjectivity of reality, since the social world is believed to be the outcome of interaction 

and perception of the actor involved in it. From this perspective it is understood that the 

ontological assumption of this research thesis should be constructionist. This shows that 

reality is socially constructed by mean of sharing information and coordinating with 

experts. This thesis report is based on the reality that information is collected from the 

interviewees. All the information is generated through their experiences and their 

minds. 

 Epistemological orientation 

Epistemological is a research philosophy which reflects the procedure to be followed 

and principle that should be followed to study the reality (Bryman & Bell, 2007, p.16). 

Epistemology is developed on the interpretive principle. Interpretivism dictates that 

researcher should study the human by respecting their uniqueness as the objects are 

studied by the natural scientists. Interpretive fundamental characteristic is adopting the 

empathetic stance, which means the researchers should understand the social world 

from the viewpoint of the participants. In this thesis researchers try to bring the 

information which is based on the perception of the respondents.   

 

2.4 Research Method 

There are two methods of doing research these are qualitative and quantitative methods. 

Quantitative methods of research include collection and analysis of numerical data. The 

results and conclusions are based on the analysis of numerical data. In quantitative 

methods usually data is collected through questionnaire based survey mostly close 

ended questionnaire (Veal & James, 2005, p.29) 

Qualitative methods of research involve great deal of information about the small 

number of respondents rather than limited information from large number of 

respondents. The information which is collected is not presented in numerical form. 

Results and conclusion of qualitative studies are based on values, experience and 

situation of few individuals (Veal & James, 2005, p.26-29) 

On the basis of our research question and chosen methodological stance, we adopted 

qualitative approach. The reason behind qualitative approach is that we are focusing on 

challenges to born global firms and approaches to overcoming them, which is 

completely a qualitative study.  The data has been collected from four companies, two 

companies from Pakistan and two companies from Sweden, which are operating in 

software business sector. 

We decided to choose software companies for our research thesis because it is a fast 

growing and important global industry, and most of the born global firms belong to this 

industry (Moen1, Sørheim, & Erikson, 2008). However, as the literature review will 

suggest, challenges to born global firms are almost same, regardless of the industry they 

belong to. This research will be helpful in future and will provide useful and valuable 

insights for further research in the related field. 
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From software industry we have chosen four companies from Pakistan and Sweden. All 

these small and medium sized companies are born global firms with negligible share in 

their own domestic or home markets. Our primary research will focus on these four 

companies related to software industry.  

These companies are selected for primary research as they fulfilled the requirement of 

born global firms. Companies we selected are; 

 Small and medium sized enterprises operating in software industry 

 Companies from Sweden and Pakistan 

 Comparison of Pakistani and Swedish markets 

 Companies which are build with international mind set and which started 

international operation from its birth or in the early days of business foundation. 

There are two main reasons why we chose these two countries. First is we chose two 

companies from developed country and two companies from under-developed country 

in order to deeply understand our research topic.  

Second reason is accessibility to information. From Pakistan, we interviewed the two 

companies as we have some contacts in there. For companies in Sweden, it was easy to 

access them as research of this thesis is done in the country. 

 

2.5 Data Collection Process 

Data collection is a time consuming process. It takes us a lot of time and effort in order 

to find the small and medium enterprises which started operating internationally in the 

early stages of their birth. The methods which are used to collect qualitative information 

include observation, participants’ observation, unstructured, in-depth interviews and 

semi-structured. (Veal & James, 2005, p.26) 

Participant Observation is a qualitative way of gathering data. In it researcher gather 

information by becoming an actual participant with the subjects which are being 

studied. It is possible that subjects may know the researcher presence. (Veal & James, 

2005, p.127) 

Unstructured interviews are a qualitative way of collecting data. It is totally an 

unstructured interview in which interviewer ask the question and interviewee answer 

freely and interviewer just respond to the points which he feels worth to be noted. This 

interview is very similar to conversation. (Veal & James, 2005, p.128) 

In-depth interview is qualitative way of collecting information. In-depth interviews are 

conducted with small number of subjects and are conducted when topic is new or 

technical and requires a lot of understanding and deep understanding of the topic. (Veal 

& James, 2005, p.128) 
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Semi-structured interviews are qualitative data collection process. In this type of 

interview; researcher has list of questions which covers the required topic, it is called as 

interview guideline. In these kinds of interviews respondents are allowed to answer the 

way they want but all the answers are very close to the interview guideline. 

We selected and contacted the companies from software business data base which are 

available on internet. We made initial contact with them through email which we 

attained from their websites and we ensure that they are born global firms. 

For our research we adopted the semi-structured interviews. We sent interview 

guidelines to respondents (Interview guidelines attached in Appendix) before calling 

them because of their demanding schedule; so that related person can deliver us desire 

information within a given time. During call sessions with them, interviews were open 

so that we can hear their stories of being born global firm. 

Telephone interviews were arranged with two Swedish software companies Scila AB 

and Comintell and two Pakistani software companies Data-arc and Square63. We chose 

telephonic interviews because of the distant locations of companies. Due to busy 

schedule of people they agree to give a single interview. While doing telephonic 

interviews, recorded the voice and then verbatim transcript were maintained while 

having those interviews. Verbatim transcripts are present but not attached in the 

appendix because they are not written on Microsoft Word. 

Tabel 1: Interviews 

Companies Interviewer Duration of Interview 

Scila AB Mats Wilhelmsson 

Co-founder & COO 

25 minutes 

Data-arc Ibtesham Shareef 

CEO & Founder 

34 minutes 

Comintell Caroline Enders 

Marketing and Sales Support 

Manager 

41 mintues 

Square63 Babar Javed 

CEO & founder 

29 mintues 

 

For our research, we required information related to overcoming the born global 

challenges that can help us in doing study on our research question. We sent questions 

in advance so that respondents would know about our desired information and the topic 

which we wanted to cover during our telephonic interview. As can be noted by seeing 

the Interview guidelines, respondents knew about focus of our research and interviews 

went mainly on the challenges that they faced and their overcoming strategies/methods 

in order to overcome them. 

For research, we have followed the book of Bryman and Bell (2007). This book helped 

us in formulation of Interview guidelines and in carrying the phone calls from our 
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respondents. The questionnaires were answered by all the four respondents. Challenges 

were mentioned in a list so that they can highlight them. Later on, they told us their 

stories of overcoming the challenges on telephone interviews. The questionnaire helped 

us to have focused telephone calls on particular issues of challenges they faced and their 

overcoming strategies. 

Empirical finding through telephonic interviews are discussed and analyzed in the 

chapter of findings. As the analysis is qualitative in nature, it will be presented in the 

form of paragraphs. Analysis of the findings will be done under discussion. Both 

literature review and primary research will be analyzed in the discussion section. 

 The figure below will show both primary and secondary data collection of this thesis; 

 

 

In the chapter of “Findings”, we will present a model of our research as well. That 

model will combine both of our primary and secondary research in a way to give a look 

on how born global firms cope with the challenges they face. That model is discussed in 

comprehensive detail in the chapter 4.  

2.6 Reliability and Validity 

Reliability and validity are the tests which are used to verify the quality of research 

done (Bryman & Bell, 2007). Reliability shows that how consistent, trustworthy and 

stable methods were used by researchers to get the results. To increase reliability, we 

tried to fulfill all the mentioned criteria starting from stating a clear research question to 

design the research design which is best fitted with the research question and then to 

start data collection process. 

Validity dictates that the entire research meets all requirements which should be done 

for the scientific research method. We started our research by making a questionnaire 

and ensure that it fulfills the requirements of our research, and then we sent those 

questionnaires to the companies who are born global SMEs. To increase the level of 

validity we wrote definitions about born global firms from different literature and also 

explained the different characteristics shared by companies which start international 

Secondary Information 

LITERATURE REVIEW 

Primary Information 

FINDINGS FROM 4 

BORN GLOBAL SMEs 

DISCUSSION & 

CONCLUSION 

Figure 3: Secondary and Primary Data Collection 
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operations in the early stages of their foundation. We selected companies from software 

industry due to which the result of research is based on just born global firms from 

software industry. 

Fischer (2007) has mentioned reliability and validity as tests that are used by 

researchers to justify the quality of the study and research. Fisher (2007, p. 295) has 

mentioned that validity has two aspects. One is construct validity and the other is 

external validity. Construct validity is research in which a questionnaire is used so as to 

evaluate certain characteristics. In our case, we used questionnaire so as to find that the 

firm is born global and has passed through certain challenges.  

External validity is about how far a conclusion can be generalized (Fisher, 2007). For 

instance in our case, the external validity will be generalized to a limited extent i.e. to 

born global firms only.  

Reliability is about the researcher as how he/she has used the methods consistently, with 

stable over time and methods (Miles & Huberman, 1994). In our research, we focused 

reliability by presenting our research question clearly in detail. Then we followed 

research methodology, literature review and primary research in accordance with the 

research question so as to remain constant and decisive in our data collection process. 

In order to fulfill the criteria of quality reliability and validity we recorded all the 

interviews which made extracting information easier, required for our research thesis. 

We analyze our study on the basis of information which we have collected from our 

respondents. 

Reliability and validity are the terms which are used by qualitative researchers, 

purposed alternative criteria in order to evaluate a qualitative study, they purpose two 

qualitative criteria these are trustworthiness and authenticity (as cited in Bryman and 

Bell, 2007, p.411). 

Following are the main factors of reliability and validity, in accordance with our 

qualitative research; 

 Trustworthiness 

While assessing the trustworthiness of qualitative research, researchers should fulfill 

four criteria theses are credibility, transferability, dependability and conformability. 

(Bryman and Bell, 2007, p.411)  

 Credibility 

Credibility is parallel to internal validity. In order to assure the credibility of our 

research we shared findings which we got from literature with respondents who 

participated in our research. Our research fulfills the criteria of credibility. 

 Transferability 

Transferability is parallel to external validity. It states that findings and observation can 

be generalized or holds true in some other context or in same context. Our research 
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thesis fulfills the transferability criteria; we are studying the challenges faced by born 

global firms and how to overcome those challenges. For all the born global firms 

challenges faced are same because they are operating in the international marketing 

where all the companies faces same challenges and all the firms has to overcome those 

challenges in order to be successful.  

 Dependability 

Dependability is parallel to reliability. In this, researchers should ensure to keep 

complete records of all phases of the research process. These are problem formulation, 

selection of respondents of research, literature, and interview transcripts and data 

analysis decisions and so on (Bryman and Bell, 2007, p.414). In order to fulfill the 

dependability criteria we keep record of all phases of research process throughout our 

thesis. We keep the interview transcripts, literature and all the other things in record. 

 Conformability 

Conformability is more concerned with ensuring that researcher act in good faith 

(Bryman and Bell, 2007, p.414). We try to fulfill the criteria of conformability; our 

research purpose is to find different challenges faced by born global firms and how to 

overcome them. Therefore we built an interview guideline and sent it to respondents 

whom we were going to interview so that they could prepare themselves for the 

interview in advance. In order to remove our biasness towards the topic we conduct 

semi-structure interviews with two Swedish and two Pakistani born global firms. 

 Authenticity 

Another quality assurance factor for qualitative research apart from trustworthiness is 

authenticity. Authenticity emphasize on the fairness that research should be fairly 

represent different viewpoints of the social settings (Bryman and Bell, 2007, p. 414). 

For the purpose of authenticity, we recorded the interviews of the respondent and hear 

them carefully and write down all the information which is required for the research 

purpose; through this method we authenticate our fairness.  

 

2.7 Ethical consideration 

Ethical issues arise at a variety of stages of business and management research. Here we 

are going to discuss about the ethical consideration in conducting our research. Ethics is 

our appropriate behavior with the subject which becomes the subject of our work. 

Ethical standards can affect and guide the behavior and work of the researchers. Ethical 

principles include harm to participants, lack of informed consent, and invasion of 

privacy and involvement of deception.  

Our research includes the collection of data that includes questions about business 

activities.  There is no harm to participants, it is informed consent, there is no invasion 

of privacy and there is no deception involved. While we were interacting with the 

respondents, we explained them the purpose of our research. We explained all of the 

respondents that our research was part of our thesis of master’s studies in business. 
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Before conducting interviews, we informed the respondents that we needed their 

permission so as to present their firm in our study on challenges to born global firms. 

Before having telephonic interviews we sent them our questionnaire so that they could 

communicate the desired information. While conducting telephonic interviews, we 

didn’t force them to disclose any information which they didn’t want to share. The 

collected data is presented as it was collected and is not misrepresented.   

 

2.8 Limitations 

There are certain limitations which restrict most the researches in carrying out their 

research. Same was the case with our research thesis. First is the time constraint. We 

had only two months to complete our entire thesis; within this time frame we tried our 

level best to complete our research work. We started literature review right from the 

beginning of our thesis. When our research proposal was approved, we started our 

primary research as well. Report writing was in process almost all the time of preparing 

this thesis. We were able to meet our deadlines by doing all the tasks (secondary 

research, primary research, report writing and analysis) on a daily basis. 

Second limitation was that we had a lack of resources like transportation and other 

resources due to which we personally could not visit our respondents; so we relied on 

telephone interviews. For primary research, we selected two Pakistanis companies 

which we could contact easily as we have some connections with people in our home 

country. Other two companies were selected from Sweden; we are living and studying 

here. Friendly response from the four companies made it easy for us to conduct 

interviews easily and within the time frame of the thesis. We are very grateful to all the 

involved companies. 

Thirdly, when we decided to conduct telephone interviews, the respondents gave us less 

time due to which we had to restrict ourselves within the questionnaire which we had 

sent them in advance. We had their success stories of being born global firms, but they 

were not very comprehensive as they were reluctant to share all their information.  

Another limitation we had during our research was theoretical. We were unable to find 

literature on how born global firms overcome the challenges they face. Also, the 

literature was lacking on born global business models, their internationalization 

processes and their internal competencies and corporate governance structure. Some 

authors have only touched these main topics of born global firms but comprehensive 

literature is not present. Our structure of thesis was mainly to find primary information 

from born global firms so as to gather information on overcoming the challenges.  

These four challenges have limited our research in some ways. For instance, the first 

limitation of time has restricted us to limited time of study on born global firms. This 

research could have been more comprehensive had we been given some more time. 

However we have tried our best to make this research useful for future implications. 

Second challenge of resources restricted us to meet the respondents personally. Face to 

face communication and interviews are always better than those conducted through 

virtual means. By meeting people from born global firms and visiting their offices, we 

could have had a better and broader view of born global firms, their corporate 
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governance structure and their competencies. Personal visit to the firms was also going 

to be a good experience for our own professional growth. 

Thirdly, the challenge of limited interview time with the respondents also restricted us 

to quite an extent. The response lacked some of the insights which we could have 

extracted by having longer interviews. The fourth theoretical challenge limited us 

because of less literature on born global firms. More comprehensive literature on born 

global firms from various researchers could have had broadened the prospect of our 

research as well.  
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3 Literature Review 

 

3.1 Definition of Born Global 

In the internationalization model presented by Johnson and Vahlne (1977), there was a 

term used “leapfrogging”. This term describes the phenomenon when a firm jumps over 

some stages of the model in the classic mode of Stage Gate. Leapfrogging was 

experienced by some companies in high technology industries when they passed 

through internationalization process quickly during certain stages. Leapfrogging was a 

born global phenomenon which was defined clearly in early 1990s. 

Young (1987) argued that leapfrogging was experienced in many firms in 1980s, mostly 

in the high technology industry. The reason given by him, behind this high pace 

internationalization was that export markets were becoming homogenous to the home 

market, which removed certain gaps and hurdles to internationalization process. 

The term “born global” was published for the first time in a joint research project by 

Australian Manufacturing Council and McKinsey & Co. After analyzing this new breed 

of international business in Australia, Michael W. Rennie argued that it is possible to 

have success in international market without any presence in the domestic market. 

Rennie (1993) defined born global as small firms with two years of experience, on 

average, began exporting. He mentioned the importance of born global firms because of 

two reasons. First reason is their competitiveness in response to large firms. Born global 

firms have increased their competitiveness over the years. Second factor is earning 

profits by managing fast-growing international business systems.  

After the trend in the Australian companies, Cavusgil (1994) stated that these “born 

global” firms are contributing to the national economy and their trend is increasing. He 

presented two fundamental phenomena of the 1990s as; (i) small is beautiful, and (ii) 

gradual internationalization is dead. (p. 18) 

Born global firms have taken various technological opportunities and have made their 

way in the international business markets. Oviatt and McDougall (1994) have argued 

that large corporations no longer have the advantage of internationalization. With new 

and cheap technologies and transportation; companies with limited resources are also 

competing in the international market. The term used by Oviatt and McDougall (1994) 

is “international new ventures”. Some other terms which are used in same meaning to 

born global are global startups, early exporters, etc.   

Oviatt and McDougall (1994) have defined born global as companies that derive for 

competitive advantage by using resources and sale of outputs in different countries. 

Similarly, Knight and Cavusgil (1996) have defined born global firms as small 

companies with technology orientation that operates in the international markets right 

from the early days of their business. 

London Business School has also defined born global lately. According to Kudina, Yip 

and Barkema (2008), born global firms derive significant competitive advantage by 

using their resources efficiently so as to achieve sale of outputs in multiple countries. 
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They have also provided the quantitative definition that companies who achieve 25% of 

foreign sales in time span of two to three years are called as born global firms.  

Defining born global from different authors, we can conclude that born global is a small 

or medium sized company, with global approach and mindset, which starts international 

business in initial two to three years, is called as born global. 

A question here rises is that why born global are small or medium in size? This is 

because the definition of born global suggests that company has history of no more than 

three years before it become international. Large companies, like Microsoft and 

Siemens, have taken years in growing their business in the home market before they 

went overseas. (Kudina, Yip, & Barkema, 2008) 

 

3.2 Similar concepts to Born Global 

Some similar concepts to born global firms are international joint venture or global-

startups, etc. Sony Ericsson is an example of international joint venture. Both Sony 

(Japan) and Ericsson (Sweden) had international business experience and successes 

before it became Sony Ericsson. So, it can be called as international joint venture, but 

we will not call it as born global because literature review and our definition of born 

global suggests that born global firms are small in size and achieve international 

business within three years of their business startup.  

Another similar term which was used for these firms was innate exporters by Ganitsky 

(1989). He used the term “innate exporters” in place of “adoptive exporters”. He 

referred to innate exporters as the companies which are more flexible and have a deeper 

and larger degree of outlook in international business and management. Innate exporters 

also lack of experience and resources as they are also not very old in the business.  

Oviatt and McDougall (1994, p.59) presented a more specific picture of similar terms to 

“born global” by making a simple diagram. The figure is mentioned as follow; 
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In the above figure, Oviatt and McDougall (1994) have presented more precise 

definitions available to the associated terms of born global firms. New international 

market makers are presented in box I and ii. These are traditional types of firms 

indulged in operations of both importing and exporting. They have competitive 

advantage in market due to their market knowledge about logistics. These companies 

have divided their operations in different countries according to achieve cost 

effectiveness and efficiency in operations. (Oviatt & McDougall, 1994) 

Geographically focused start-ups are located in box iii. These companies focus on niche 

markets by targeting customers of highly specialized demands. This market holds a 

smaller portion of a whole market. Geographically focused start-ups have competitive 

advantage by coordination in different value chains in regard to production, knowledge 

and technological development, etc. (Oviatt & McDougall, 1994) 

Global start-ups in box iv are most radical and new international firms. These 

companies have international mindset to access resources and markets globally. Several 

networks with complex knowledge bounded in them are utilized to achieve global 

presence. (Oviatt & McDougall, 1994) 

The true born global firms are those who are in the international markets within two to 

three years of their business foundation. Also the firm is small or medium sized 

enterprise. The terms similar to born global firms are mostly born global as we have 

defined the term “born global” firms. For example, global startups and early exporters 

are the born global firms if they are SMEs with international business within three years 

of business foundation. The four companies that we have chosen in our primary 

research are also born global firms. 
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Countries 
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Coordination of Value 
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Figure 4: New International Market Makers (Oviatt and McDougall, 1994, p.59) 
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3.3 MNCs and Born Global SMEs 

Before going into challenges faced by born global SMEs, it is important to understand 

the difference between small and medium sized enterprises (SMEs) and multinational 

corporations (MNCs). In identifying and defining the challenges faced by born global 

SMEs, references and comparison would be done with MNCs which are different from 

SMEs in size, structure, resources, etc. 

There has been a lot of literature on internationalization of firms as international 

business is a 50 years old discipline. Initially, it was preferred by company to start 

international business in countries where the business environment is more like home 

country. For instance if the culture, language, industry and business practices are less 

different as compared to the home country, then it can be a good choice for international 

business. Firms first initiated sales subsidiaries in the similar international market which 

was ultimately followed by development of operations in the new market (Johnson & 

Vahlne, 1977). These companies have experience in domestic market and also have 

reasonable resource allocation, which are supporting in their internationalization 

process. 

Born global firms have different challenges in internationalization process. In a study of 

24 born global firms, Knight and Cavusgil (2005) have identified challenges that are 

faced by these born global firms. According to them, born global firms have less 

experience, are small in size, vulnerable networks and insufficient human resource 

management skills.  

The most significant challenges that are faced by born global firms are from the 

differences between established MNCs and born global SMEs. Most of the challenges 

are rooted from the bases of the difference between them. To know the differences, the 

question is, what are the main characteristics of MNCs? According to Rennie (1993), 

multinational corporations (MNCs) are strongly based domestically as they have core 

business expanded from their domestic market. They are supported in 

internationalization process by their brand name in global market, strong financial 

capability, skillful human resource management, and well built product portfolio. That 

is why traditionally it was argued that large organizations, with well developed business 

in the home market, are expected to take larger steps in the process of 

internationalization (Johnson & Vahlne, 1977). It means that large MNCs do have 

competitive advantage over born global SMEs; however in the last few years, born 

global firms have shown growth rate. As mentioned before that Oviatt and McDougall 

(1994) have provided empirical evidence that born global SMEs are increasing all over 

the world, though they have fewer advantages in internationalization as compared to 

MNCs. The important thing is that born global SMEs have internationalization 

approach at the startup of business, while MNCs approach internationalization after 

successful focus on home and domestic markets. This way, they have a little advantage 

over MNCs because they consider international market right from the initiation of 

business. 
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3.4 Entry Mode of Born Global SMEs 

The main purpose of this thesis is to understand the challenges that are faced by born 

global SMEs. To understand these challenges, entry mode of born global SMEs is 

important to discuss. It is important to understand the entering mode of born global 

SMEs because this is their way of going international and becoming a “born global” 

firm. Brief introduction on the entry mode is presented here. Decision and choices of 

foreign market entry mode are of high importance. Agarwal and Ramaswami (1992) 

have said that firms interested in international market have to first identify and 

understand as what entry mode they are going to adopt. Some options of entry mode 

available to firms are exporting, licensing, joint venture, sole venture, mergers and 

acquisitions, etc. These choices are dependent on three important factors of; (Dunning, 

1993) 

1. Ownership advantages of a firm 

2. Location advantages of a market 

3. Internalization advantages of integrating transactions 

Ownership advantages include size of the firm, its multination experience and ability to 

develop differentiated products or services. Location advantage includes market 

potential and investment risk. Internalization advantage includes contractual risk. All 

these three factors lead to the choice of entry mode of the firm. These entry modes can 

be no involvement, exporting, joint venture, sole venture or licensing. (Dunning, 1993) 

All the internationalizing companies analyze the choice of entry mode after analyzing 

the above mentioned three factors. But for born global SMEs, these choices are not easy 

choices. Due to the challenges to born global SMEs (which are presented in the next 

section), choices of entry mode available to these SMEs are not flexible, which is due to 

lack of resources, finances, human resource management skills, and other challenges.  

Hybrid networking is an entry mode in which close partnerships are made with 

international partners and networks. They are usually managed with close relationships 

and network partners. Most of born global firms follow hybrid networks to reach 

international market (Oviatt & McDougall, 1994). The reason to enter through 

networking is cost, effective for born global firms. This way they avoid high costs of 

owning a facility in an international market, and other costs. It is not essential that all 

born global SMEs follow the similar pattern. Andersson et al. (2006) have concluded 

after researching four different born global SMEs that they do not show a common 

pattern in foreign entry mode. As presented in Figure 4 by Oviatt and McDougall 

(1994) the companies have different market channel strategies though they all have 

internationalized with faster pace.  

According to Freeman et al. (2006), born global SMEs used different entry mode 

strategies from time to time in order to stabilize their position and growth. The authors 

reached the conclusion by accessing three firms who entered ten to twenty foreign 

markets within the two years of their business. The first entry mode was to initiate 

exports in association with seeking more comprehensive entry modes; for instance 
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strategic alliances. Born global firms try to enter strategic alliances with key networks, 

as it enhances business.  

Root (1994) has mentioned that there are four factors that effect on the decision of entry 

mode for born global SMEs. These factors include foreign country factors 

(environment, market, production, etc), firm factors (resources, capabilities, etc), 

product/service factors, and home country factors. These four factors usually give three 

choices to born global SMEs in foreign market entry.  We can compare these factors of 

Root (1994) with findings of Dunning (1993) in the following paragraph as these four 

core factors behind entry mode lead to three choices.  

First option can be investment (sole venture or joint venture). A born global SME can 

open a wholly owned subsidiary, franchise, R&D or anything related to their business in 

the foreign market. These born global SMEs can also form a joint venture with the 

international company in order to make a partnership so as to enhance their 

internationalization process. Second choice is contractual (licensing, franchising, 

service, co-production agreement, etc.). Small entrepreneurs and business managers 

have entered in international market by attaining licenses or franchises from giant 

companies. Third option is export (direct or indirect). Companies can export their 

products and services to other countries either by establishing their export subsidiary in 

the international market themselves or by making partnership with an international 

export subsidiary. According to literature review, most adopted option is of export. 

(Dunning, 1993)  

Call centers facilities have provided opportunities for companies in growing economies 

to have born global firm since the very beginning of the firm. Poster (2007) has 

emphasized on these born global SMEs which are thousands in number in India, having 

a contract with American firms. American firms have outsourced their call center and 

customer services to SMEs in India and Pakistan as it is cost effective for them. Famous 

call centers are TRG and Ovex. These call centers just provide a service, i.e. no exports, 

and hence fall in the born global SMEs category.  

Entry mode depends on companies, factors and the options available to them. All the 

born global SMEs do not follow the same pattern of internationalization. They have 

different methods. Though, as evident from above literature, most of the companies 

initiate through exporting product or providing services, and later on entering into 

contracts, hybrid networks or joint ventures.  

 

3.5 Challenges to Born Global SMEs 

There are both internal and external challenges faced by born global SMEs. Different 

authors and scholars have identified these challenges, which we will describe here. 

Rennie (1993) have argued that challenges faced by born global SMEs are different 

from the challenges faced by larger firms. According to Rennie (1993), the main 

challenges faced by born global SMEs are due to lack of resources, management 

transition issues, financial access, market information and lack of innovation in their 

business. Due to less finance, they are unable to hire competitive staff members. This 

leads to lack of human resource skills and gaining critical market information. Lack of 
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innovation is also the issue because lack of finance doesn’t allow them to focus on 

research and development so as to have innovative business processes or innovation in 

their products or services. These are the challenges which are usually not faced by 

larger firms as they have access to resources and finance, have strong management, 

market information is better as they have managed networks, and they have innovation 

in their business process as well as in products and services.  

Rennie (1993) has further identified another challenge that is of lack of innovation by 

born global SMEs. Lack of innovation is rooted from other challenges of lack of finance 

and lack of human resource management skills. For innovation, there is need of 

employees and experts that can research and help the company in innovation, which can 

differentiate their product or service from competitors. But it is hard to achieve as 

owner(s) do not have access to sufficient budgets to allocate for innovation. This way 

these born global firms lack in their steady flow of innovation within the company. 

These companies should have steady flow of innovation so that they can achieve 

competitive advantage in the market through innovation, at the right time. 

Oviatt and McDougall (1994) have answered that these challenges to born global SMEs 

are mainly because of their small size and lack of experience, as they are new. Most of 

these challenges are tackled by large firms by mergers and acquisitions. For example JP 

Morgan Chase & Co, Pfizer Inc. and AT&T have internationalized through mergers and 

acquisitions. Born global SMEs cannot acquire international subsidiaries as they lack in 

financial resources. So what born global SMEs do is rely on different modes of 

controlling assets. These modes are like network and hybrid structures (Oviatt & 

McDougall, 1994).  

Important for born global SMEs is to be efficient in management and networking. 

Madsen and Servais (1997) have presented this idea in EIBA of 2002 as well that 

owners of born global SMEs should have competitive managers in their international 

business so that they can manage these hybrid business networks, as defined before, 

with effectiveness. As the born global SMEs need to overcome the challenges so as to 

make their place in international market, they need to have skilled human resource 

management. Madsen and Servais (1997) have argued that cheap human resource is not 

the solution for born global SMEs. They need to hire competent people preferably 

experienced in the related industry. 

Moen (2002) has also identified various challenges faced by born global firms. After his 

analysis of firms in Norway and France, he stated that born global firms are faced by 

many challenges in different domains of business. As identified by above scholars, 

these challenges are mainly because of newly established business and the lack of 

experience. The challenges that he identified are establishing production, human 

resource management, recruitment process of employees, etc. Challenges from external 

environment are related from beginning of export. These challenges include political 

situation in other countries, barriers by the government, lack of understanding of 

business and trade laws, difference in language, difference in business practices, etc. All 

these external challenges are also identified by Oviatt and McDougall (1994). 

Moen (2002) has further argued that a big obstacle for born global SMEs is their lack of 

brand image in home country. In home markets, these born global firms do not have 
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brand name as compared to MNCs or other local giant companies. This is because they 

are new and their marketing is not enough to help them make a brand name. This is 

challenging for the born global firm in making contacts in foreign market. Also, the 

born global firms have owner-managers, as they need external funding in the business. 

If the owner attains finance through external funding (i.e. from venture capitals), then it 

reduces the level of ownership of the owners, which reduces their level of control and 

power in the company. This results in a conflict on control which is a challenge for born 

global managers in the born global firms.  

Market knowledge is another identified challenge for born global firms. Penrose (1959) 

has identified two types of knowledge. First kind is the knowledge that can be learnt 

and then can be transmitted to others. Second kind of knowledge is the one which 

cannot be transmitted as it is gained through personal experience. Johnson and Vahlne 

(1977) have also focused on knowledge gained through experience as a key for 

internationalization of firms. Both Penrose (1959) and Johnson and Vahlne (1977) have 

agreed that both general knowledge and market-specific knowledge are required for a 

successful international business. General knowledge is the one which can be 

transferred between the two markets, while market-specific knowledge is the one that 

can only be gained through experience in that particular market. It can be concluded that 

born global firms can have general knowledge but they do lack in market-specific 

knowledge due to little or no experience in the other market.  

Luostarinen and Gabrielsson (2002) have studied 89 born global firms from Finland to 

understand the challenges that are faced by them. They have focused more on 

entrepreneurial and managerial challenges, which are internal challenges to the 

company. These authors have argued that born global companies have limited financial 

resources as well as the managerial resources. These small companies face the largest of 

the managerial challenges as they have to internationalize their firm at a rapid pace. 

Luostarinen and Gabrielsson (2002) have divided the challenges into four groups as 

follow (p. 18); 

i. Financial challenges 

ii. Sales and marketing challenges 

iii. Research and development challenges 

iv. Managerial challenges 

Luostarinen and Gabrielsson (2002) have further argued that all the above mentioned 

challenges are rooted from the fact that born global firms lack experience and have 

limited resources. We concluded that the same reasons by the above mentioned authors 

as these found by many authors as root causes to the challenges. 

Luostarinen and Gabrielsson (2002) have focused more on managerial challenges as 

they have stated that born global firms are facing the largest managerial challenges. This 

is stated as “largest” because they have to start a firm, with a global mindset and 

approach, have to identify and develop international networks, initiating international 

marketing and sales, and continuous product/service development in very early stages 

of the firm. These are largest managerial challenges as the company is new, lacks in 

experience and has limited financial resources. 
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The fourth challenge mentioned by Luostarinen and Gabrielsson (2002) leads to certain 

other challenges. Hurdles because of managerial challenges are as follow; 

 Challenges in hiring experienced managers and human resource 

 Challenges of financial resources in covering international operations 

 Challenges in gaining in market-specific knowledge 

 Challenges due to issue of control between owner(s) and venture capitalists 

 Challenges in R&D and marketing personnel 

Now we can present the literature review in a table format as we have identified 

challenges to born global firms presented by various authors and scholars. Following is 

the table that will highlight these challenges; 

Table 2: Summary of challenges presented in the Literature Review 

Challenges discussed Authors (Year) Main issues belong to 

challenges 

1.Lack of innovation Rennie (1993) Because of lack in skilled 

human resource related to 

research and innovation, and 

lack of financial resources. 

2. Lack of market information Rennie (1993),   

Oviatt & Mcdougall 

(1994) 

Due to lack of international 

experience. 

3. Lack of finance Rennie (1993) Due to vulnerable and new 

business, investments are 

tough attain. 

4. Lack of credibility Rennie (1993) Uncertainty as business is 

small, new and lacks in 

resources.  

5. Lack of resources Oviatt & Mcdougall 

(1994), Luostarinen & 

Gabrielsson (2002) 

Related to challenge 3 and 

lack of investment as 

mentioned above. 

6. Governance structure Oviatt & Mcdougall 

(1994) 

 

7. Lack of knowledge about 

foreign government’s policies 

Oviatt & Mcdougall 

(1994) 

Related to challenge 2 and 8. 

8. Difference in languages and 

business practices 

Oviatt & Mcdougall 

(1994) 

- 

9. Lack of market experience Oviatt & Mcdougall 

(1994) 

As they are on very early 

stage of international 

business. 

10. Lack of skilled human 

resources 

Madsen & Servais 

(1997), Luostarinen & 

Gabrielsson (2002) 

The company is at initial 

phase of business 

development. Also related to 

challenge 3. 

11. Lack of crucial partners to 

enhance competencies of the firm 

Madsen & Servais (1997) Because of challenge 3, 4 

and 5. 
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12. Challenges of early 

establishment i.e. production, 

recruitment, etc. 

Moen (2002) Because of challenge 2, 3 

and 5. 

13. Challenges in beginning 

export 

Moen (2002) Due to challenge 4 and the 

issue belonged to it. 

14. Difference in owner(s) and 

external investor(s) 

Luostarinen & 

Gabrielsson (2002),  

Moen (2002) 

As it divided the control, 

power and ownership level 

which leads to tension and 

conflict. 

15. Lack of trust in the eyes of 

stakeholders 

Luostarinen & 

Gabrielsson (2002), 

 Moen (2002) 

As the business is new, 

small, and lacking in many 

resources. 

16. Lack of R&D and marketing 

personnel 

Luostarinen & 

Gabrielsson (2002) 

Due to lack in skilled 

employees and finances. 

17. Lack preparation for 

upcoming challenges like 

financial situations 

Luostarinen & 

Gabrielsson (2002) 

Because of lack of skilled 

labor and financial planners. 

18. Lack of brand image (Moen Ø. , 2002) Due to new in business as well 

as in the market 

 

We can now categorize the challenges that are faced by born global SMEs as follow; 

 Entrepreneurial and Managerial challenges (Luostarinen & Gabrielsson, 2002) 

 Financial challenges (Rennie, 1993) 

 Human resource challenges (Madsen & Servais, 1997) (Luostarinen & 

Gabrielsson, 2002) 

 Resource allocation challenges (Rennie, 1993) (Madsen & Servais, 1997) 

(Luostarinen & Gabrielsson, 2002) 

 Market knowledge challenges (Oviatt & McDougall, 1994) 

 Political challenges (Oviatt & McDougall, 1994) 

 Challenges due to difference in business environment (Oviatt & McDougall, 

1994) 

 Challenge of brand image and lack of positioning in home market (Moen Ø. , 

2002) (Oviatt & McDougall, 1994) 

Around eighteen challenges are sorted into eight categories. In entrepreneurial and 

managerial challenges, the challenges related to management, owner(s) and external 

investor(s) are included. Financial challenges include lack of finance, lack of R&D and 

lack of innovation. Through this way, we have tried our best to categorize all the 

identified challenges. These challenges are categorized together on the basis of their 

interdependence on each other, which can be found in the column of “main issues 

belong to challenges”. 

We can conclude from literature review that authors have done good research and 

analysis of challenges that are faced by the born global SMEs. The important thing that 

is missing is about how these SMEs overcome the challenges. In order to understand 
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how these challenges are overcome by entrepreneurs and owners, we have primary 

research of four born global SMEs. Next chapter is about our primary research. 
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4. Findings 

In this chapter, we will present our primary research of born global companies, which 

has been gathered through interviews. This chapter will first discuss the backgrounds of 

the companies, and then their born global competencies will be discussed. Then we will 

present the challenges that are faced by the four particular companies in their 

internationalization. Overcoming those challenges will be discussed later and finally 

this chapter will provide the discussion on empirical evidence, our findings and 

analysis. 

 

4.1 Company Backgrounds 

Our research is based on four successful born global software companies from Sweden 

and Pakistan. All four companies are established with goals and objectives to operate 

internationally. 

Scila AB is a software company whose head office is in Stockholm, Sweden. The 

company is in business of market surveillance. It was founded in 2008, and now it is 

operating in England, Germany, Hong Kong, Qatar, Thailand, Norway and Austria. 

According to Chief operating officer and founder of Scila AB, market of their products 

in Sweden is limited, that is the reason why they decided to go international. Currently 

10 employees are working in Scila AB and their annual turnover in 2010 was SEK 

800,000. Challenges, which were faced by the company while going international, were 

lack of financial resources, lack of knowledge of international market and lack of local 

market position. To overcome the financial problems which were faced by Scila AB, a 

partner company, Cinnober Financial Technology facilitated.  

Data-arc was founded in 2009; its head office is in Lahore, Pakistan. It offers products 

and services including CRM solutions, web solutions and mobile software solutions. 

The company is proving its products and services in Australia, Europe and America. 

CEO and founder of Data-arc have said that they are operating in a business which is 

fast growing in the international market. Annual turnover rate is SEK 2,000,000. At 

present 9 employees are working in the company. Challenges which were faced by the 

company on going international are challenges of early establishment i.e. production, 

recruitment, lack of market position in home market, difference in owner and external 

investors.  

Comintell is the software company whose head office is in Stockholm, Sweden. The 

company was founded in 2004. It has market in North America, Europe, Australia, New 

Zealand and China. Currently 24 employees are working in company and its annual 

turnover is SEK 14,000,000. Products and services offered by the company are related 

to market intelligence. Challenges faced by Comintell were lack of market position in 

home market, lack of financial resources and lack of international market knowledge. 

Square63 is the software company situated in Lahore, Pakistan. Company was founded 

in 2009 and is serving the market in Australia, Thailand and United Arab Emirates. 

Currently 8 employees are working with annual turnover of SEK 650,000. Products and 

services offered by the company are related to web designing and web development. 
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Challenges faced by the company were lack of finance, lack of knowledge about 

international market and approach to the international market. 

Following is the table that will give the picture of these 4 born global SMEs; 

 

Table 3: Table of 4 Born Global Firms 

Company Scila AB Data-arc Square63 Comintell 

Year 

Established 

2008 2009 2009 2004 

Head Office Stockholm 

Sweden 

Lahore 

Pakistan 

Lahore 

Pakistan 

Stockholm 

Sweden 

Person 

Contacted 

Mats 

Wilhelmsson 

Co-Founder & 

COO 

Ibtesham Sharif 

CEO & Founder 

Babar Javed 

CEO & Founder 

Caroline Enders 

Marketing & 

Sales Support 

Manager 

Target Market England, 

Germany, Hong 

Kong, Qatar, 

Thailand, 

Norway & 

Australia 

America, 

Australia & 

Europe 

Australia, 

Thailand & 

UAE 

North America, 

Europe, 

Australia, New 

Zealand & 

China 

Employees 10 9 8 24 

Annual 

Turnover 

SEK 800,000 SEK 2,000,000 SEK 650,000 SEK 14,000,000 

Challenges 

faced as Born 

Global SMEs 

Lack of finance, 

lack of 

international 

market 

knowledge 

Challenges of 

early 

establishment in 

production and 

recruitment, lack 

of home market 

position 

Lack of financial 

resources, lack 

of market 

information, 

lack of 

international 

market 

knowledge, 

Lack of 

credibility, 

difference in 

owner and 

external 

investor(s) 

Lack of position 

in home market, 

lack of financial 

resources, lack 

of international 

market 

knowledge 

 

An important thing that we want to share here is that we didn’t find any new challenge 

that was not presented in literature review. All the challenges that have been identified 

by primary research were already presented in chapter of literature review. We can 

conclude that literature is extensive on challenges that are faced by born global firms. 

However we have seen that literature is rare on overcoming those challenges. 

Next section will highlight the main competencies of these four born global companies 

which assisted to lead their way in international market.  
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4.2 Born Global Competencies 

The companies we focused on in our study are all unique and focused in their business. 

One important thing is that they all provide customized/personalized services to their 

customers according to customer needs and wants. This is a competitive advantage to 

these firms against giant MNCs which usually provide standardized services and 

software to customers. Interviewee of Scila AB said that we provide our customers with 

software of their choice. They have hired employees who are able to understand and 

design the service that is required by their customers. He said; 

“We don’t have giant market to serve. The competitive option for us is to provide 

customized services so as to gain market share.” 

Similar is the pattern with other 3 companies we contacted. They all provide customized 

services. None of the company is providing standard software. Customers contact the 

company and then they design products in collaboration with customers’ needs and 

wants. As Madsen and Servais (1997) rightly said that born global SMEs are more 

concentrated in their exporting products and services. They develop and export in what 

is exactly demanded by their customers internationally. This gives them a competitive 

advantage over MNCs. This customization and personalization is the key of small and 

medium sized companies into international markets.  

Another noticeable thing is that all the owners and founders of the four born global 

SMEs have job experiences in the related field. Some of them had formal business 

education and the others have experience of international business before founding their 

own firms. The experience of their international business is mainly from the companies 

in which they have worked before. Those companies gave the entrepreneurs insights, 

experience and motivation to enter into their own business. Founder of Comintell had 

experience of international business before but it was not directly related to the field of 

software industry in which the firm is operating now. Similarly, both founders of Data-

arc and Square63 worked in local software industry before entering their own business 

development. Founder of Scila AB has business education as well as information 

technology education before entering the international field. 

Ibtesham Sharif of Data-arc told us that he first had education of computer sciences. 

Then he had masters program in business studies. After having experience of computer 

science field practically, he opened Data-arc to run as his own company. He said that; 

“International market is tough because there are many small and medium competitors 

in the field to challenge your products. So the best thing is to make your clients happy 

and have level of trust with them. This will lead to your growth, expansion and strong 

international business eventually.” 
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Same is the story of Comintell. Caroline Enders told that their company is growing in 

the international marketing mainly because of their commitment of what they are 

offering. She mentioned that we have all the customers internationally from either 

growing markets or already stable markets, mostly the leading markets of the world. 

She said; 

“Born global firms have one main advantage that they don’t have to establish home 

markets first to attain business in the international market. They can prove them in the 

first stage of their business as well as their internationalization.” 

We can see from the results of interviews that these born global firms are not 

international, but multinational. They are providing their products and services to more 

than one country. Their international business approach from the very early days makes 

them to achieve a small portion of international market. To be successful, these born 

global firms not only need competencies and entrepreneurship by the owners only, but it 

also needs competencies from within the firm i.e. from human resource, management, 

owners’ decisions and corporate governance structure. Apparently, it is clear that there 

are limited numbers of employees in these born global firms but still they have achieved 

their small market share. It is mainly because they offer limited products and services as 

they don’t offer a wide range of them. In our research findings, some are offering only 

web solution while others are offering services related to market surveillance. They are 

not into wide category of product offerings. Lack of resources and lack of human 

management skills force them to offer limited products and services. Babar Javed of 

Square63 said; 

“All we have to offer our international customers is our service which is not 

standardized. It has touch of “our thing” to help them solve their problems. This is the 

only key in all the challenges that SMEs face.” 

We are using the term market share however we don’t know the quantitative figure of 

their market shares in international markets. Respondents from the four companies used 

the term market share but said that they even don’t know their market share exactly as 

they are working in international market of software industry which is very big 

including thousands of small and big competitors. Ibtesham Sharif stated; 

“We they have negligible share of the market, but it is not negligible for them.”  

They have a very small portion of the market share which is nothing as compared to 

market share of giant corporations; however this small market share is the base of their 

business. 

Companies we researched in primary research said that they are not working alone in 

the international market. They are working on networks with their partners 

internationally in order to follow “partner strategy”. Due to lack of resources and time, 
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these companies are not able to launch international sales or marketing forces. What 

they do is collaboration and alliances with other firms or subsidiaries internationally. 

They focus on international markets by efficiently utilizing their networks and 

resources. We can use the term “competence alliances” as born global firms use 

networking with critical networks in international market so as to cover up the problems 

and challenges they face due to lack of human resource skills, lack of finance and lack 

of sales subsidiaries internationally. Without networking, concept of born global firms 

is hard to understand. Interview with Comintell revealed clearly that networking is the 

key for us. We use our networks efficiently to enhance our business. Other three 

companies gave the same comments on importance of networking. 

Initial markets that born global firms approach are the markets of their partners. 

Through this, their partners are able to support the products and services in their 

markets. This way market knowledge is gained with the help of partners but it is still 

challenging as complete market information is not provided. Offshore partners of born 

global firms want them to stay with them so as both the companies have win-win 

situation. Initially it is good for born global firms as they have a partner in the 

international market but later on it becomes a hurdle in their growth as well. So, to 

gather more market information, owners and founders have to visit the markets from 

time to time. Owner of successful born global firms often visit the international markets 

which have opportunities for them. This way new network connections are identified 

and growth in sales is achieved with development of new networks.  

Making partners and networks internationally is a challenge as well, which we didn’t 

find in the literature review. To make global partners, small and medium sized firms 

have to face certain challenges. Making virtual partnerships is usually hard to achieve. 

From the interviews, we realized that these companies have made partners in 

international markets by visiting the international markets. They have developed 

contacts by identifying potential partners and then making connections with them. After 

initial success, all four companies were able to develop further networks virtually. 

Sometimes it also happens that one offshore partner helps the company to develop 

further and hence support in expansion of the company internationally. 

Another important competency required by successful born global firms is to maintain 

the contacts and networks with time. Mats Wilhelmsson of Scila AB said; 

“Identifying and generating a contact is one challenge in the international market. The 

other challenge, which is a major one, is to maintain that network. There are various 

competitors which can take your place at any time.” 

Following is the table that will summarize the competencies of born global firms which 

helps them to overcome the challenges; 
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Table 4: Competencies of Born Global Firms 

Theoretical Framework Empirical Findings 

Firms’ Competencies Main focus on unique software products through 

customization 

Personal Competencies Experience and knowledge of founders in related fields of 

founders before entering their own business 

Corporate Competencies Developing a firm with global approach right from the 

beginning of business foundation 

Competence Alliances Partnerships and agreements with partners internationally 

Competence Leveraging Entering the markets of their partners with priority so as to 

have competence alliances 

Competence Building New markets are targeted and entered with new partners 

internationally 

 

4.3 Challenges to Born Global firms 

It is evident from literature review and empirical findings that there are challenges that 

are faced by born global firms in their internationalization process. Most of the 

challenges that we identified in the literature review are the same that we gathered 

through our research. 

Due to the lack of resources, finance and time; owners of born global firms face the 

challenge of finding critical partners and networks in the international market. This 

challenge relates to the credibility challenge that we identified in literature review due 

to lack of credibility and position in the home market; it is tough to make networks in 

the international market. 

Following are the challenges that the four companies have faced as born global firms; 

 Lack of finance 

 Lack of international market knowledge 

 Challenges of early establishment 

 Lack of home market position 

 Differences between owners and external investors 

 Lack of credibility 

It is also evident from our literature that it is not necessary for a born global firm to face 

all the challenges that we have identified in our literature review. Also, a single born 

global cannot overcome all the challenges it faces. It can handle some of them but it is 

very hard to manage and overcome all the challenges. However, born global firms have 

shown their competencies in managing and overcoming these challenges so as to 

develop and experience growth in the internationalization process. 
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Following the inductive research method as mentioned in chapter 2 of methodology, we 

are now at stage where we can see two things. Literature review helped us to identify 

the challenges that are faced by the born global firms. In primary research, regardless of 

the challenges they face, entrepreneurs of born global firms have told us that they rely 

mainly on their internal competencies and external ventures to progress. We cannot 

conclude at this stage on how the challenges are prevailed over by the companies. 

Following section will focus on overcoming the challenges which will help us to in next 

chapter of discussion and ultimately conclusion.  

 

4.4 Overcoming the Challenges 

In order to be successful, born global firms have to overcome the challenges they face. 

They can manage the challenges through external help from partners and investors 

which needs extra finance; or they can change their strategy internally to avoid the 

challenges. The first challenge that we identified from primary research is the lack of 

finance faced by three out of four companies that we interviewed. The only company 

who didn’t face that challenge was due to good financial background of the owner’s 

family. 

Challenge of finance is usually overcome by venture capitals, bank loans or external 

investors. Founder of Square63 said that angel investors are hard to find. To have 

external investments, owners have to sacrifice some of the control and ownership of 

their company, which creates a dilemma of interests and decision making. Scila AB has 

managed finance from banks. This way they have managed to avoid issue of control due 

to external investors. Mats Wilhelmsson said, “It was good to have finance from outside 

but to lose control of your own company is a real sacrifice for an entrepreneur.” 

Square63 has managed the financial challenges through external investors, due to which 

they have some issue of differences between owners and external investors. Comintell 

has used both loans from banks and external investors. Now the company is out of 

financial challenges due to high turnover. Baber Javed told that it was challenging 

initially to gain attention of banks. But once investment is taken from them, 

entrepreneurs can invest in the right direction in the right way to gain advantages for the 

business.  

Lack of international market knowledge is the second identified challenge in our 

primary research. This challenge was because of investors not knowing in which market 

they are going to invest. They screen potential partners virtually and in international 

seminars and conferences; where they are able to develop a network connection 

ultimately. Born global firms have gathered knowledge of their international markets 

with the collaboration of the international partners and networks. Through alliances, 
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they gather market knowledge which is useful for them and this way they have 

sufficient information. Apart from that, it is tough to gather primary data as born global 

firms do not have sales or marketing subsidiaries in their international markets. 

Data-arc faced the challenge of early establishment in their process of 

internationalization. The company was having certain problems in hiring and recruiting 

the right people for the company and the processes. Data-arc managed this challenge by 

consulting human resource companies. Ibtesham Sharif of Data-arc mentioned it that he 

didn’t face any problem in finance and so it was easy for him and his company to attain 

external help for the company. 

If good financial resources are not available, then it is a real challenge for born global 

firms to manage the challenge of early establishment. Software house companies do not 

have high costs in production as there is no need of manufacturing plant, so it can be a 

tough challenge for born global firms related to production and manufacturing. 

According to insights from primary research, we can conclude that early challenges of 

establishment can only be managed by outsourcing, for which there is need of stable 

financial support. Born global firms have to manage external investors in order to be 

successful with early establishment challenges. 

Lack of home market position is a challenge that is easy to understand. Because of less 

time spent on domestic markets and lack of funds, born global firms do not have 

considerable positioning in their domestic market. This challenge leads to further 

challenges because when a company has no position and credibility developed in home 

market, then it is tough to attract partners internationally.  

In our research, two companies mentioned this challenge as they faced in their 

international business development. From primary research, it is evident that this 

challenge for born global is hard to diminish. What born global firms do is that they 

manage their offshore business by taking their partners into confidence through sending 

their samples of products and services to them. Data-arc managed this challenge by 

doing this. They provided samples of their software development to their partners and 

potential clients and this way they were able to win the confidence of their offshore 

customers and clients. Comintell managed this challenge same way by meeting 

potential clients, and by giving them presentations of their business strategies. These are 

some of the ways to gather attentions of clients and customers so as to have business 

outside the home market, without being positioned successfully in the home market. 

Differences between owners and external investors are another challenge that can have 

effect on the whole company. As mentioned in literature review, owners usually have to 

attain investments from external personnel so as to manage finance for their business. In 

our research, only one company faced that challenge. Data-arc needed finance from 

outside so as to manage business operations and customer internationally. The problem 
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they faced was of control. External investors were demanding their role in the company 

which can affect the course of the business.  

In the end, Data-arc went for external investors after signing a contract. Some part of 

control was given to company, and decisions were made after mutual agreements. 

According to the founder, it was overall beneficial for the company because there was 

no other way to manage finance than external investors. So it solved a big problem of 

the company. For challenge of control, he mentioned that the company used to have 

regular meetings on various issues with external investors so as to reach final decisions 

with mutual agreements. He further said that his aim was always to avoid conflicts 

which can be devastating for small firms, so he managed the challenge with mutual 

agreements. 

Lack of credibility will always be there when a company will not have a market share or 

successful business operation in the home market. This is the challenge faced by almost 

every born global firm because they are so early in the international market that they do 

not have successful business position and market in the home market. This way 

companies lack in credibility. 

Credibility can be developed by certain ways. Through our research on born global 

firms, they have managed credibility by joining seminars and conferences 

internationally, presenting their business plans and strategies to potential partners, and 

providing them with samples and prototypes of their products and services. As studied 

in the module of business plan development, it is same like it. Entrepreneurs have to 

meet potential investors, potential clients and potential partners with business plans and 

some samples of their work so as to gain confidence. 

Square63 was faced with this challenge of credibility. According to the owner of the 

firm, he overcame this challenge by marketing his company and its services online 

through different virtual means. He said that he developed networks virtually and was 

used to offer his services to clients online internationally. He further said that he visited 

potential clients and presented them with their business ideas and assured them with 

quality services. With time, he was able to generate a market internationally which only 

developed by winning the confidence of its customers and their positive word of mouth 

in their market.  

Our findings suggest that born global firms should manage contacts internationally first 

and then they should enter into their market. This will allow the firm to have contacts in 

the market before entering into it practically. They also feel challenged in trying a 

completely new market with partners who lack in credibility. This is because totally 

new markets have various other challenges like problems with market knowledge, 

policies, business culture, consumer behavior and others. Born global firms overcome 

these challenges by building collaboration with international partners and networks. It is 
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impossible to develop an international business for born global firms without any good 

partner in the new market.  

From our primary research, it is evident that there are differences in opportunities for 

companies in different markets. Interviewees from Pakistan have revealed that they 

have less support from government in their business and infrastructure is not quietly 

built for small and medium sized enterprises. However we didn’t find such issues from 

our interviewees of the Swedish companies. 

From this chapter of overcoming the challenges, we have identified that born global 

firm’s need assistance both within and outside the organization to avoid the challenges. 

At this stage we can present a model of overcoming the challenges which is presented in 

next section. 

 

4.5 A model of overcoming the challenges 

In accordance with Madsen and Servais (1997), we present a model which moves from 

internal competencies of born global firms to overcome the challenges they face; and 

finally achieving a performance of promising market share internationally. 
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Figure 5: Model of Overcoming the Challenges to Born Global Firms 
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This model is generated after our research and study on challenges to born global firms. 

This model needs further research and development so as to shape into a more 

comprehensive form. The first part of the model is about born global competencies and 

born global corporate governance structure. This has been arranged in this model 

through literature review, particularly by Madsen and Servais (1997). The second 

portion of the model is about the challenges which have been presented by various 

scholars in different journals, as explained in section 3.5 of challenges to born global 

firms. Our contribution in this model is about performance which born global firms 

develop through their internal competencies and corporate governance structure. This 

performance is strategized by the challenges the company faces in their 

internationalization process. 

This model suggests that internal competencies of companies and its corporate 

governance structure is the key behind overcoming the challenges that a born global 

firm faces. After overcoming the challenges through internal competencies and flexible 

corporate governance structure, a firm leads to better performance and hence higher 

turnover by participating and competing in the international market.  

This model helps us to understand overcoming of the challenges in a figurative way. We 

mentioned initially that our research and study will focus on two main parts of born 

global organization i.e. competencies and corporate governance structure. 

Competencies of a born global firm are of different types. Personal competencies 

include personal skill of employees and their experience, knowledge and experience 

level of owner(s), etc. Competencies alliances are the partnerships and the networks that 

a born global firm enters in the international market. Competence building is the 

enhancement and development of competences with time. For example it can be done 

through hiring more skillful employees and learning through experience. International 

routines are the customs and values of born global firms in the international market. 

This is generated and built with time by serving clients internationally. Flexible 

corporate structure refers to adopting of new values and insights that a company gains 

with time and experience. 

All these factors lead to overcoming the challenges. A single company cannot overcome 

all the challenges, as it was seen in our findings, but building competencies can help to 

overcome maximum of them. The more a company will build its competences, the 

better it will be able to overcome the challenges and superior it will perform.  
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5. Discussion and Conclusion 

This chapter of the project is divided into different sections so as to conclude and 

discuss different aspects of the study clearly. The first section will conclude on how the 

born global firms should compete in the international markets. 

 

5.1 Born Global Firms Competing Internationally 

We studied four born global firms so as to understand their success story and how they 

overcome the challenges that they faced. All these four companies started international 

business within the first two to three years of their business foundation. Interesting fact 

about all the four companies is that they are multinational born global as they are 

serving more than one markets internationally.  

All the four companies are small in size and they faced certain challenges due to lack of 

resources. We mentioned in the introductory chapter that we will generalize companies 

as “small” or “medium”. So size of the firm is not the case on which we will focus. 

With limited resources, these companies managed strong networks and competencies 

alliances with international partners so as to attain access internationally. It is clear that 

networking is the key to come internationally successful for born global firms as they 

don’t own any sales or marketing subsidiary in the new market. 

Born global firms are not like giant competitors covering a wide market share. In fact 

they target a small portion of the market internationally and provide them with 

customized/personalized products and services. They target and serve niche markets. 

They fill the gaps of products and services where giant competitors are unable to satisfy 

the customers. Networking and strong international partners make them successful in 

the markets which are beyond their range if they have to own subsidiaries there. 

Founders of born global firms play a vital role in the success of the company. They are 

behind all major decisions of the company. Due to limited number of employees and 

departments, all the managerial, financial and other decisions of different functions are 

taken by founders. Developing offshore networks is also dependent on activities and 

competencies of owners. 

Born global firms are flexible in their corporate structure because of limited options 

available to them. Whenever they seek an opportunity internationally, they strive for it. 

These are the internal traits of born global firms which make them successful outside in 

the market. They compete with the challenges with combination of their internal 

competencies which they develop with strong partnerships and networks with 

international alliances. 
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5.2 Theoretical Implications 

In this study, literature from international entrepreneurship was studied to understand 

the phenomenon of born global firms and to understand their challenges. International 

entrepreneurship has mainly focused on large firms and MNCs, and less on born global 

firms. As mentioned above in the introduction and literature review, business practices 

are evolving around the world. The phenomenon of born global firms has given new 

insights in the subject of international entrepreneurship development. New researches 

are being done on this subject. 

In our research of 4 born global firms, our focus remained mainly on software industry. 

We did not plan to only contact the software born global firms but due to limitations we 

had to restrict ourselves to just one company. From research it is evident that 

phenomenon of born global firms is rising in both developed and developing economies 

and it will rise in future as well. 

We will recommend here for future researches on born global firms that the research 

should now focus more on advancement. There is sufficient literature on born global 

phenomenon and the challenges they face. However the literature is lacking in 

advancement of born global phenomenon and overcoming the challenges by these 

firms. Knight and Cavusgil (2005) have mentioned born global firms as typical 

international firms, so research on them should be done as has been done on other 

typical international firms like MNCs. 

To understand born global firms, we studied challenges that are faced by born global 

firms in their international business processes. It was very hard to find literature on this 

area of born global firms particularly because of limited research done on this area. 

From literature review and our primary research, we conclude that born global firms 

have good adaption of competencies and they are more opportunistic. These small 

companies focus on international market opportunities in a better way and that is why 

they are able to meet needs and wants of niche market they target. 

Figure 5 of this report presents the whole structure of this report in a figurative way. 

Internal competencies and corporate governance structure of a born global firm is 

crucial in overcoming the challenges they face. Then these challenges are overcome 

which enhance the performance of the company. If the challenges are not managed 

efficiently, the company can lose its performance.  

After our research on competencies of born global firms, we can conclude that 

contemporary theories of strategic management can be used in born global firms as 

well. For example competence based theory of competition can be applied to born 

global firms to understand their international competitive advantage. Such researches on 

born global firms can help in understanding the corporate structure and governance in 
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these firms. In our research of four born global firms, we found that they are small and 

have limited number of employees; but they still have corporate governance. There are 

almost all functions of corporate governance, finance, marketing and management 

though they are at small scale due to small size of the company. 

 

5.3 Managerial Implications 

Our research on born global firms will help to consider challenges to present and future 

born global firms. The phenomenon of born global firms will rise in future as it is 

evident from secondary research in this study, so it is important for future managers to 

understand these challenges. 

During the research on the four companies, we came to know that it is also possible for 

some companies that they are global even before they are born. In case of Square63, the 

company didn’t start a company. The founder told the story of his company that he got 

the idea of the business by different networks. Then he offered his business plan to 

potential networks outside the country. After having a partnership, he started the 

company and this way he fulfilled a successful born global firm. This is a typical 

example of born global firm which was global right from the first day of the business. 

Managers and owners have complete effect on born global firms and they are behind the 

strong networks and partnerships of the companies. In a story like Square63, born 

global firms already have interested clients internationally. This is already a successful 

step before the start of the company. In this way, when a company is ready to offer a 

product or service, there is already a market interested in them. 

As born global firms cover niche markets, they need to be fast to be able to gain 

competitive advantage. If they will delay, then they have to face more competitive 

challenges in future. Therefore, managers and founders of born global firms should be 

efficient in utilizing their networks within the right time and the right place. 

Managers of born global firms should not only focus on the company’s internal 

competencies, but they should also be focused on developing them with time. Core 

competencies of companies, if developed well, can help the company in attracting 

customers. As customers of born global firms are usually in pursuit of 

customized/personalized products and services, born global firms need to be competent 

enough so as to satisfy their customers successfully. The four born global firms that we 

studied are all operating in English language as it is more suitable to them; however the 

local language of both the countries is not English. This is managerial stance of born 

global firms in which they manage their competencies so as to target their customers 

easily on international level.  
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Challenge of international market knowledge is mentioned which needs to be managed 

by managers of born global firms. If managers know more about foreign market needs 

and demands, with their business laws and business practices; then they can align their 

competencies in a better way in order to be successful. Our research has focused on 

certain challenges that born global firms can overcome in their early process of 

internationalization.  

The focus of this study was to understand the challenges so as to overcome in born 

global firms; we believe that it is important for born global owners and managers to 

know about these challenges. They should be aware of the potential challenges that they 

can face in their internationalization process. This will be able to help them in 

overcoming those challenges. 

We believe that our research on born global firms can provide useful insights to 

managers of born global firms. It can also be useful for other companies because some 

of the challenges are faced by almost all the companies. For example, companies faced 

time when they lack in their finance. MNCs also need finance from outside when they 

are indulged in giant projects which need high investments. Some of the challenges that 

we have identified for born global firms can be the challenges of other firms as well. 

This research can be helpful for them as well, apart from entrepreneurs and students 

related with born global firms. 

 

5.4 Recommendations for Future Research 

We would like to make some recommendation here for future researches in the field of 

born global firms. Scholars almost have the same definition of born global firms, but 

still there is no single model of born global firms which is accepted by all the authors. 

There is a need of business model development of born global firms so as to understand 

the small and medium sized international firms more comprehensively. 

There is a difference between global and international business. A global firm is like 

literally global while an international firm can be a company operating in only two 

countries. Due to different definitions of global and international business, we would 

like to recommend a different name instead of “born global”. A Swedish company with 

a business in Germany only should not be labeled as “born global”. It is in contrast with 

other definitions given to “global” and “international” in business field. 

Our study also suggests that there is corporate governance structure in born global 

firms. These small and new firms are not without corporate governance structure. With 

more research and focus on born global firms, researches can develop a model of born 

global corporate structure. It will be helpful in understanding the practices being 

adopted by these firms. 
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Porter (1980) developed competitive strategies and competitive models of giant 

corporations to understand their strategy. In our view, Porter’s model of strategy and 

competitive framework can also be helpful in understanding competitive strategy of 

born global firms. The external competitive environment of born global firm is same as 

it is for giant corporations, so it can be managed to understand born global firms. This 

idea is not discussed in the report; however it can be useful for future implications in the 

field.  

 

5.5 Conclusion 

Born global firms are rising in number and in their market share internationally. They 

are contributing to economies and exports of different countries around the globe. 

Despite of various challenges, born global firms are making their share in the global 

business world. 

Previous theories of lack of experience and lack of resources as hurdles against the 

development of a business are rejected by success patterns of born global firms. With 

small size, limited resources, limited human resource skills and limited finances; born 

global firms have generated a success pattern in international business world. Our 

research concludes that for service providing companies (like software), born global 

phenomenon is not impossible to achieve. It is a new business model which is 

motivating for new business students and entrepreneurs. 

To conclude the whole thesis, we have adopted different methods and techniques to 

reach the conclusion. After designing questionnaire, secondary research was aimed to 

gather most of the challenges that are faced by born global firms in their international 

expeditions. Primary research helped to gather first hand information from four born 

global firms on how they tackle and overcome the challenges they face; which were 

already mentioned in chapter of literature review.  

With competencies and building networks, born global firms are turning cons into pros 

to operate successfully. They are developing internationally without strong position and 

long history of domestic market. These small and medium sized firms target niche 

market globally to make the business successful and growing.  

There are various challenges that born global firms face in there internationalization 

firms, however it has been concluded that they are able to find solution to their 

problems as well. There are networks, outsourcing companies and external investors 

that are solution to their problems and challenges. Therefore it is concluded that all 

theories of traditional giant firms are not only valid for giant firms only. Cheap 

transportation and virtual communications have helped born global firms to develop 

their business as well. 
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By understanding born global firms, we can understand the network based business 

models as well as innovation based companies. Born global firms are covering their 

lack of resources and finances challenges by collaborating with their partners which are 

also small and medium in size, internationally. It creates a win-win situation for both 

the parties and hence creating a new world of business development.  

Challenges to born global firms are there and will always be there in the future. There 

are challenges to MNCs as well. The solutions to the challenges are present in the 

dynamic world of today; the only need is to approach the right networks and networking 

alliances. However, born global firms are not able to overcome the challenges 

completely, but they can still manage these challenges in order to run their business. 

In section 2.3 of “Research Method”, we mentioned a bullet point saying “comparison 

between Swedish and Pakistani market”. We have come to the conclusion that there is 

no major effect on born global firms from their home market. The reason is that they do 

not operate in the home market. As mentioned before, if they are from country A, then 

their business is in countries B, C or any other apart from A. The two born global firms 

of Sweden have no business/market in Sweden and two born global firms of Pakistan 

have no business/market in Pakistan. It is only their presence in the home market. There 

is a negligible need to study born global firm’s home market.  

From both primary and secondary research, we were able to see challenges differently 

and overcoming the challenges differently. Now combing the two researches, and the 

model that we designed after the two searches, we can conclude that internal and 

external challenges can only be avoid through internal and external competencies. 

Competencies of born global firms are keys behind their success. Born global firms 

need to excel in their competencies to venture successfully internationally. 

Another important thing is that born global firms can import competencies. For example 

born global firms can hire experts for their related business. Or they can improve their 

internal setup (of operations of administration) by consulting experts outside their 

office. So, with time, born global firms can improve their competencies. It is not 

important for a born global firm that it will stand at the same level of competencies 

forever. 

The model presented in figure 5 is important for born global firms to work on. That 

model suggests that companies need to build their competencies with time so as to stay 

competitive and hold their clients internationally. With efficiency and effectiveness, 

companies can build competencies which can help to overcome challenges and hence to 

generate growth.  

Regardless of the challenges and problems faced by born global firms, it is concluded 

that they will rise in future. Through networks, external investors and other relevant 



Umeå School of Business  Authors: Aziz Hamza & Salman Zulfiqar 

Umeå University, Sweden  Business Development & Internationalization 

Supervisor: Zsuzsanna Vincze  Spring Semester 2011  

Master’s Thesis in Business Administration 

 

  

Page | 45  

 

partners; born global firms will be able to solve many of their challenges in order to 

compete internationally. It is evident that a single born global firm cannot overcome all 

challenges that it faces but they are successful in competing with them in developing 

their business.    
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Appendix – A: Interview Guidelines 

 

Company Name ____________   Date __________ 

 

 

 

o Is your company a born global? 

 Yes   No 

 

o Please fill the following if yes on the previous question: 

Home Country _____________ 

Foreign Market(s) ____________ 

o After how many years the company started the international business? 

   

 

o Right now in how many countries company operates? 

          

 

o What is the annual turnover rate of company? 

   

 

o How many employees are working in the company? 

   

 

o What things motivate you to operate internationally? 

   

o While operating internationally, what main challenges company faces please 

select the challenges which company faces. 

 

1. Lack of innovation    _________  

2. Lack of international approach   _________ 

3. Lack of market information   _________ 

4. Lack of credibility    _________  

5. Challenges of early establishment i.e. production, recruitment, etc   _________ 

6. Challenges in beginning export   _________ 

7. Lack of market position in home market  _________ 

8. Difference in owner(s) and external investor(s) _________ 

9. - Lack of financial resources   _________ 

10. - Lack of knowledge of international market  _________ 

11. - Lack of experienced managers in the firm  _________ 

12. - Lack of trust in the eyes of stakeholders  _________ 

13. - Differences in owner(s) and external investor(s) _________ 

14. - Lack of R&D and marketing personnel  _________ 
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15. - Lack preparation for upcoming challenges like financial situations_________ 

16. If others mention here ______________________________________________ 

o Do you receive external support to overcome problems which you are facing 

while going international? 

 

o What are core competences which help you in internationalizing your business? 

 

o Do you think that company is achieving its goals which it set while going 

international? 

 

o How you deal with the challenges which are faced by company when it is going 

global? 

 

o Please share your success story if you feel comfortable? 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


