Journal of Business Research 137 (2021) 430-443

ELSEVIER

Contents lists available at ScienceDirect
Journal of Business Research

journal homepage: www.elsevier.com/locate/jbusres

JOURNAL OF
Business
RESEARCH

t.)

Check for

Network market and entrepreneurial orientations as facilitators of |t
international performance in born globals. The mediating role of

ambidextrous dynamic capabilities™

Diego Monferrer ®, Miguel Angel Moliner *, Beatriz Irtn ”, Marta Estrada®

& Business Administration and Marketing Department, Universitat Jaume I, Avenida Sos Baynat s/n 12071, Castellén, Spain

b ESIC Business and Marketing School, Avenida Blasco Ibanez 55 46021, Valencia, Spain

ARTICLE INFO ABSTRACT

Keywords:

Network market orientation
Network entrepreneurial orientation
International performance

Dynamic capabilities

Ambidexterity

Born globals

This paper aims to propose an integrating model that can explain firm international competitiveness through the
dual lens of network and firm behaviour. The research examines the case of born globals (BGs) created during the
last financial crisis in a sample of 306 Spanish BGs using structural equation modelling. Results show that in
today’s highly competitive and dynamic globalised markets, developing strategic orientations (market and
entrepreneurial) in a network context helps build an optimal antecedent interfirm environment. This environ-
ment channels values generated through joint efforts to strengthen an individual BG’s international performance.

Capabilities play an essential mediating role to achieve this effect through the integrated application of dynamic
capabilities and ambidexterity theories. Thus, exploratory (adaptation and absorption) capabilities will influence
the capacity to exploit knowledge through innovation capability and lead to higher performance. Findings
provide practical insights into the hierarchisation of the sources of influence on BGs’ performance.

1. Introduction

Traditionally, firms’ international performance has tended to be
explained by classic internationalisation theories in contexts charac-
terised by moderately dynamic market conditions and large firms,
whose gradual entry into foreign markets was often considered an
extension of their domestic activity (Bilkey & Tesar, 1977; Cavusgil,
1980; Johanson & Vahlne, 1977). International performance is thus
subject to an incremental process linked to variables such as size and
experiential knowledge about specific markets acquired by these firms
over time (Paul & Rosado, 2019; Ripollés & Blesa, 2021; Wadeson,
2020).

In contrast to this traditional position, the recent literature highlights
the growing importance in international contexts of a business phe-
nomenon with distinguishing characteristics: born globals (BGs), which
clearly breaks away from the classical determinants outlined above
(Etemad, 2021; Paul & Rosado, 2019; Wadeson, 2020). Born globals are
defined as recently created SMEs with clear entrepreneurial and inter-
national aspirations from the outset (Oviatt & McDougall, 2005). These
firms are characterised by taking advantage of the opportunities

generated in the markets, opportunities favoured by the open conditions
and global competition that govern international markets today (Mon-
ferrer, Blesa & Ripollés, 2015). By definition BGs are companies of
limited size and foreign experience, as they are recently created com-
panies. Therefore, their capacity to generate new market knowledge to
sustain their international competitiveness would be limited a priori
(Ripollés & Blesa, 2021; Wadeson, 2020).

How then can these firms of limited size and lesser experiential
knowledge successfully perform international business activities so
quickly? In the intense continuing debate on what these variables might
be three emerging approaches can be considered. First, the international
entrepreneurship approach points to firms’ entrepreneurial character
(Etemad, 2021; Martinez, 2015). The resources and capabilities
approach highlights access to knowledge-based resources and capabil-
ities (Koch & Windsperger, 2017; Monferrer, Moliner & Estrada, 2019;
Munoz & Fischer, 2021). Finally, the relational approach focuses on
strategic behaviours shared in network contexts (Lusch, Vargo & Gus-
tafsson, 2016; Windsperger, Cliquet, Hendrikse & Sreckovic, 2019).

However, the literature in this field remains scarce and contains gaps
associated mainly with three complementary aspects. First, there is a
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lack of theoretical consensus on the specific and applied con-
ceptualisation of variables associated with these different theoretical
approaches (Koch & Windsperger, 2017). Second, there is a lack of an
integrative perspective on how to jointly interpret these variables’
contribution to the international performance of BGs (Koch & Wind-
sperger, 2017; Lusch et al., 2016; Monferrer et al., 2015), as their effects
have tended to be studied in isolation. Taking into account that ante-
cedent effects are considered at different levels, it is especially relevant
to offer new contributions concerning the existing tension among
network-level and firm-level antecedents of international performance
(Aarikka & Rittala, 2017; Amjad, Rani, & Sa’atar, 2020; Forkman,
Henneberg & Mitrega, 2018; Koch & Windsperger, 2017; Windsperger
et al., 2019; Zafar, Sreckovic, Cliquet, Hendrikse & Windsperger, 2020).
Third, there is an absence of empirical support regarding their modeli-
sation, even more so when integrating these different variable levels.

These gaps in the literature motivate the present study. The general
objective is to present an integrated model of effects to theoretically
define and empirically test fundamental areas of influence on BGs’ in-
ternational performance in a crisis environment through the dual lens of
network and firm behaviour. First, the context of the network in which
BGs operate is through the formal adoption of strategic orientations
based on managing market knowledge and entrepreneurial behaviour
(network market and entrepreneurial orientations). Second, at the in-
ternal level, through dynamic capabilities development (adaptation,
absorption and innovation), ambidexterity theory is defined as factors
that foster the individual channelling of value flows generated at the
network level from a double exploration and exploitation function
(Fig. 1).

In addition, this study is done in a markedly dynamic, complex and
competitive international market context of extreme conditions, the
recent global economic crisis (Great Recession, 2008), which was a
critical test of sustainability in the business sector, particularly for small
and medium-sized enterprises (SMEs) (Estrada, Monferrer & Moliner,
2020; Monferrer, Estrada, Fandos, Moliner & Sanchez, 2016). In light of
what is expected to be an unprecedented new crisis caused by COVID-
19, this may be an ideal experimental context to determine the extent
to which these factors were pivotal in maintaining the international
performance of BGs created during the crisis of 2008 that successfully
overcame these negative conditions (Estrada et al., 2020; Etemad, 2021;
Monferrer et al., 2016, 2019).

The paper is organised as follows. First, we present the theoretical
framework underlying the hypotheses used to construct the model of the
effects of strategic network orientations on BGs’ international perfor-
mance, drawing on the interrelationships among dynamic capabilities.
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We then describe the empirical study carried out to test the model and
analyse the results. Finally, the main conclusions are presented along
with the study’s limitations and future lines of research.

2. Theoretical framework: The contexts of the phenomenon

2.1. The network context: Strategic orientations from a relational
perspective

The Theory of Economic Development (Schumpeter, 1934) main-
tains that innovation inherent in entrepreneurial behaviour contributes
to positive results and economic development. However, in the current
context, dynamics of knowledge and capabilities under hyper-
competition mean that innovation must be contemplated through an
interfirm collaboration approach (Forkmann et al., 2018; Zafar et al.,
2021). Thus, in the context of a complex, dynamic and interconnected
market, the importance of business networks is growing exponentially,
improving the competitive position of network members thanks to the
possibility of accessing knowledge and resources that would otherwise
be unavailable if they acted alone (Koch & Windsperger, 2017).

Based on this idea, two main perspectives have traditionally been
considered to study business networks and their effects (Irtin, Monferrer
& Moliner, 2020): the structural and the managerial. The structural
perspective explores how network structures and the quality of their
relationships influence firms’ resources and behaviours (Hoang &
Antoncic, 2003; Koch & Windsperger, 2017; Windsperger et al., 2019).
The main hypothesis underlying this perspective is that firms with better
quality connections and an enhanced structure at the centre of their
networks have access to more valuable resources (Koch & Windsperger,
2017; Zafar et al., 2020).

Regardless of the network structure adopted, the managerial
perspective focuses on the activities managers undertake to create and
shape their business networks. The general assumption underlying this
perspective is that simply belonging to a network does not create value
for firms; rather, value is only created through the positive and appro-
priate use of the network’s resources (Martinez, 2015; Vissa & Bhaga-
vatula, 2012). The management of business networks through specific
tasks designed to initiate, develop or end relationships and to create
routines will be a key element in determining the competence of the
network and the performance of the firms in it (Monferrer et al., 2015;
Ritter, Wilkinson & Johnston, 2004; Slotte & Coviello, 2010).

The main criticism of current research is that it tends to treat re-
lationships as unconnected by proposing strategies to manage each
contact individually rather than managing the network as a whole
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Fig. 1. General causal relationships.
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(Ripollés & Blesa, 2021; Irtin et al., 2020). Suppose we focus on the
individual behaviours in network activities. In that case, we will only
learn about the benefits a firm gains unilaterally by taking advantage of
its partners’ skills and through its activity. We will not discover the
benefits derived from the synergetic effects of networking (Bliemel,
McCarthy & Maine, 2016). These benefits result from the collective
application of processes that all firms adopt as a consequence of
belonging to the same network (Irtin et al., 2020). Nonetheless, despite
recent calls for greater attention to this area of study (Aarikka & Rittala,
2017; Forkmann et al., 2018; Irtin et al., 2020; Windsperger et al., 2019;
Zafar et al., 2020), there are still considerable gaps in our knowledge
about how firms in networks trigger the joint development of manage-
ment activities to effectively reap the benefits resulting from the syn-
ergetic actions typical of these forms of organisation.

In this regard, business networks are understood to participate in
self-organisation, applying planned strategies arising from the need to
integrate the various network actors’ contributions to develop shared
benefits (Ritter et al., 2004). In these situations, all network firms will
participate simultaneously in managing the strategies that derive from
their joint actions, of which the strategic orientation shared by all
network firms is especially important (Irtin et al., 2020; Monferrer et al.,
2015). BGs will try to ensure that all the firms in their network share a
strategic orientation favouring their international growth from a market
knowledge management and a clearly entrepreneurial stance (Ripollés
& Blesa, 2021). In this paper, we argue that jointly developing a market
and entrepreneurial orientation in their networks is of crucial impor-
tance to BGs.

2.1.1. Network market orientation

In line with what has been outlined above, the importance of re-
lationships in complex, dynamic environments like the current one is
crucial if we are to understand firms’ success (Iriin et al., 2020; Ripollés
& Blesa, 2021). Based on this idea, several authors proposed adding this
relational component to the traditional theoretical concept of firms’
market orientation. Several streams address this issue.

In the first, despite emphasis being placed on the importance of re-
lationships between firms, there is no analysis of market orientation as
an interfirm phenomenon in itself, but rather as the sum of the market
orientations of individual firms (Beverland & Lindgreen, 2007; Chung,
Jin & Sternquist, 2007). For example, in a study targeting the Korean
department store industry, Chung et al. (2007) point out that the market
orientation of retailers positively influences the market orientation of
their suppliers, thereby reducing the latter’s potential use of coercive
strategies. In turn, the supplier’s market orientation increases the re-
tailer’s reliance on them, along with the retailer’s compliance with their
financial obligations to the supplier. Thus, the channel’s market orien-
tation will consist of the sum of the individual activities of each member.

In a second stream of authors, we encounter proposals that do
attempt to define interfirm market orientation by valuing activities
carried out jointly by two or more independent firms. However, these
proposals are based on the mere adaptation of seminal behavioural and
cultural approaches of individual market orientation. Thus, Elg’s (2002)
work is based on the three behavioural components of Kohli and
Jaworski’s (1990) approach, so that network market orientation will
involve the generation, dissemination and response to market informa-
tion produced within the network. Evanschitzky (2007) follows Narver
and Slater’s (1990) cultural approach. In his proposal, he uses the di-
mensions that comprise market orientation according to this approach
(consumer orientation, competition and interfunctional coordination
orientation) to define it within the scope of the network.

Bearing in mind the criticism levied at these two streams, the work of
Helfert, Ritter and Walter (2002), on which our research is based, takes a
crucial step in this direction from the theoretical specification of a first
defining factor. This first factor is relational management tasks and is
composed of four dimensions related to four basic behaviours for rela-
tional management. Derived from the joint application of market
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orientations in the network context, it includes the following: (1)
coupling, referring to the shaping of diverse areas (production processes,
logistics, delivery and means of payment, products/services) to match
the needs and capabilities of the network’s members in order to better
serve the market (Holma, 2014; Sales, 2014). (2) Interfirm coordination
is associated with establishing formal and informal procedures to
improve synchronisation of its members’ relational activities (da Sil-
veira & Arkader, 2007; Galkina & Chetty, 2015). (3) Conflict resolution,
concerning the willingness of network members to take a fair position
based on compromise in order to facilitate the rapid and effective
adoption of resolutions in any extraordinary situations that could arise
while managing relationships (Mwesiumo & Halpern, 2016; Van de
Graaff, 2016). (4) Exchange, including aspects related to product and
services (the exchange of goods or information on product or service
specifications, logistics, payment and delivery, and the need for advice
about delivered products or services), as well as aspects of a personal
nature (building personal relationships that help to improve internal
knowledge among members and the development of social bonds),
aimed to meet the requirements of all parties (Frankort, 2014; Helfert
et al., 2002).

Furthermore, Helfert et al. (2002) add another factor that would act
as a precedent to the performance of the relational tasks described
above. This is, in particular, resource availability, and concerns the
expectation that market-oriented companies will also have to provide
financial, informational, physical and technical resources for their re-
lationships, as they value these relationships in terms of the generation
and dissemination of these elements (Ritala & Ellonen, 2010). Thus, to
develop these relational tasks, the provision of shared resources among
the agents would be required (Irtin et al., 2020). In this sense, the con-
ceptualisation of the network market orientation itself leads to the
proposal of the first of the hypotheses of this study, associated with the
causal relationship between the two defining factors:

H1: Market orientation at the relational level contemplates two chained
defining factors: resource availability and relationship management tasks. In
this circumstance, the former acts as an antecedent of the latter.

2.1.2. Network entrepreneurial orientation

Network entrepreneurial orientation can be defined as the promotion
of collective routines and activities that open up opportunities for
network firms by encouraging joint participation in proactive initiatives
to develop innovations and commit to risky projects through the effi-
cient use and combination of new resources (Wincent, Thorgren &
Anokhin, 2014). Once again, the main difference between firm-level
entrepreneurial orientation and network-level entrepreneurial orienta-
tion is that the latter is based on collective participation and the com-
bined forces of network members in questions of innovation, proactivity
and the willingness to take risks for the benefit of the whole network
(Martinez, 2015; Morgan, Anokhin & Wincent, 2016; Ripollés & Blesa,
2021). Innovation in this interfirm context refers to the fact that new
businesses are created by reworking a product or service and identifying
new markets and that all members participate and benefit from these
advances (Fisher & Qualls, 2018; Frankort, 2014). Proactivity covers the
processes undertaken jointly to explore new market opportunities that
the network can exploit (Cowden & Tang, 2021; Wincent et al., 2014).
Risk-taking refers to the willingness to take up new challenges together,
despite the uncertainty associated with them (Cowden & Tang, 2021;
Wincent et al., 2014).

2.1.3. Network entrepreneurial orientation as a consequence of network
market orientation

From a relational approach, the links BGs build with other network
members (whether customers, suppliers, distributors, and other private
or public institutions) are based on adopting relational management
processes, mechanisms and routines accepted and shared by all
(coupling, coordination, conflict resolution and exchange). This shared
strategic orientation means that managers are guided by a common
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pattern of behaviour which will be decisive when accessing information
and knowledge about new market opportunities and trends, the best
ways of exploiting them, and the resources and capabilities necessary for
this purpose (De Clercq, Dimov & Thongpapanl, 2013; Koch & Wind-
sperger, 2017; Martinez, 2015; Perks & Hughes, 2008).

Grounded on the basic assumptions of uncertainty reduction theory
(Berger, 1979), these mechanisms help mitigate the uncertainty asso-
ciated with implementing joint actions in highly dynamic and compet-
itive conditions and facilitate the development of an entrepreneurial
mindset open to new formulas to address the market. These also remove
obsolete processes, systems and perspectives, preventing the consoli-
dation of rigid and inflexible barriers (Atuahene-Gima, 2005; Monferrer
et al., 2019). In this line, network members collaborate voluntarily to
create processes oriented to the efficient management of interfirm
knowledge in which spaces are generated for the flow of new ideas and
points of view, with a clear focus on innovative solutions to problems
and the pursuit of joint synergies, advantages and entrepreneurial ac-
tions (Martinez, 2015; Wincent et al., 2014). This voluntary collabora-
tion facilitates adopting a complementary strategic entrepreneurial
orientation in the network context to exploit the resource and knowl-
edge capital markets together. This is generated from a more proactive,
innovative and risk-taking stance, a more entrepreneurial position.

H2: Relationship management tasks derived from a network market
orientation positively influence the network’s entrepreneurial orientation.

2.2. Firm context: Dynamic capabilities from an ambidextrous approach

Recent interest in how inter-firm networks contribute to firms’
competitiveness has spawned new suggestions for future research lines.
Among these, many authors have called for responses on how these
relational forces in inter-firm environments help to strengthen firms’
performance through their effects on business models for innovation
(Aarikka & Rittala, 2017; Forkmann et al., 2018; Lusch et al., 2016).

Our study attempts to respond to this question from the premise that
firms cannot benefit from increased external knowledge flows chan-
nelled towards entrepreneurial behaviours by mere exposure to them.
To reap such benefits, firms must be capable of recognising the value
associated with this knowledge, assimilating it internally and using it for
commercial ends (Martinez, 2015; Monferrer et al., 2015). Thus, the
firm needs to develop competencies in the individual context to channel
the value generated jointly at the inter-firm level to improve its per-
formance eventually.

This circumstance is even more relevant in today’s highly competi-
tive and changing context, characterised by the shortening of the useful
lifecycles of these resources and capabilities (Lusch et al., 2016). On this
question, the sustainable performance of BGs will depend on their per-
manent commitment to adapt to market trends and demands by devel-
oping new resources or capabilities and reconfiguring existing ones
(Eisenhardt & Martin, 2000; O’Reilly & Tushman, 2008; Rindova &
Kotha, 2001; Teece, Pisano & Shuen, 1997; Wu, 2007; Zhang, 2007),
that is, the degree to which they develop their dynamic capabilities.

Three knowledge-based dynamic capabilities are broadly accepted in
the literature (Hou, 2008; Monferrer et al., 2019; Wang & Ahmed,
2007): adaptation, absorption and innovation. Adaptation capability is
the degree of strategic flexibility a firm possesses and its ability to make
the necessary organisational changes to adapt to the new environmental
conditions in which it operates (Ansoff, 1965; Chakravarthy, 1982;
Gibson & Birkinshaw, 2004; Miles & Snow, 1978; Wang & Ahmed,
2007). Absorption capability refers to the internalisation of external
knowledge available to the firm in its existing internal knowledge base
(Cohen & Levinthal, 1990; Van den Bosch, Volberda & de Boer 1999;
Zahra & George, 2002). Innovation capability concerns the firm’s ability
to respond to the market by exploiting knowledge in the form of
different innovation outputs generally associated with the development
of new products or variants of existing ones (Danneels, 2002; Dougherty,
1992; Hurley & Hult, 1998; Wang & Ahmed, 2007).
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Based on these definitions, we acknowledge that firms must focus on
exploiting current knowledge innovatively, but in today’s environment,
this focus on its own is not sufficient. To achieve sustainable perfor-
mance, firms must also generate capabilities that enable them to explore
other knowledge sources (Rindova & Kotha, 2001). This is the under-
lying principle of organisational ambidexterity theory, which advocates
that firms develop a dual function of knowledge exploration and
exploitation (Holmqvist, 2004; Jansen, Tempelaar & van den Bosch,
2006; Lin & Si, 2019; March 1991; Monferrer et al., 2019; O’Reilly &
Tushman, 2008; Peng, 2019; Reese, 2019). Exploration is related to
organisational learning and increases the firm’s value by internally
searching for new knowledge that it does not possess and managing it. In
turn, exploitation is transforming existing knowledge to create value for
the firm’s customers (Jansen et al., 2009; Monferrer et al., 2015; 2019;
Peng, 2019; Reese, 2019).

In sum, our study adopts a novel focus that complements and in-
tegrates with the existing literature by considering a firm’s innovation
capability that is not isolated but rather integrated into the theory of
dynamic capabilities. The study simultaneously highlights the need to
classify each capability according to whether it is exploratory or
exploitative in line with ambidexterity theory. This approach will enable
us to formulate a general assumption about how mediation occurs be-
tween network entrepreneurial orientation and individual BG perfor-
mance. First, adaptation and absorption capabilities, representing
exploratory capabilities, give BGs the necessary flexibility to accept
changes and the skills to internally assimilate new external resources
and knowledge into those they already possess. Second, merely making
valuable knowledge and resources available internally will not be
enough for BGs to increase their competitiveness. The firm will also need
to have the capacity to exploit them to improve internal processes,
making them more efficient, and to design an offering of products and
services that is more attractive to markets, thereby strengthening the
firm’s innovation capability (Lichtenthaler & Lichtenthaler, 2009;
Monferrer et al., 2015, 2019).

2.2.1. Network entrepreneurial orientation and ambidextrous dynamic
capabilities

In a study on the company Smith & Nephew, Petroni (1998) noted
that the ability shown in managing the evolution of the company’s
knowledge stock represents the essence of adaptation capability. In this
regard, the joint adoption of a relational entrepreneurial attitude by
members of the network provides them with a differentiated under-
standing of the market environment, subject to continual evolution,
constructed using different sources of information and opinions from
multiple external agents. This circumstance results in the need to
generate, at the individual level, certain adaptation mechanisms that
make it possible to considerably reduce response time and increase ef-
ficiency when experimenting with or directly implementing novel
techniques and processes (Monferrer et al., 2015). We, therefore, pro-
pose that:

H3: Network entrepreneurial orientation positively influences the adap-
tation capability of BGs.

A firm’s absorption capability lies in its ability to generate substan-
tial sources to obtain external knowledge (Flechas, Kozesinski & Salles,
2021; Tsai, 2001).

The combined relational efforts within the network in which the firm
interacts play a key role in this endeavour, as network entrepreneurial
orientation involves implementing proactive, innovative and risky ac-
tivities and behaviours based on relational knowledge (Belso, Exposito
& Tomas, 2016; Natti, Hurmelinna & Johnston, 2014). However, merely
enjoying access to this external inter-firm knowledge does not guarantee
that it will be used effectively. For this to occur, the firm must be able to
optimise its internal assimilation and integration of the new external
knowledge facilitated through its relational learning, as well as the
transfer of this knowledge to its products, processes or personnel so it
can be successfully applied commercially (Lenox & King, 2004; Natti
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etal., 2014; Tsai, 2001; Wang & Ahmed, 2007). This can be achieved by
developing a particularly high level of absorption capability. For this
reason, we propose that:

H4: Network entrepreneurial orientation positively influences the ab-
sorption capability of BGs.

Following the same argument, we consider that the possibilities of
innovatively exploiting knowledge generated in the relational context
can only be guaranteed if, in their particular context, firms previously
integrate explorative mechanisms and processes that enable the possible
adaptation and absorption of this knowledge to ensure its assimilation,
integration and transformation into knowledge that can be applied
internally (Holtzman, 2014; Kearney, Harrington & Kelliher, 2014;
Mellet, Kelliher & Harrington, 2018; Reinl & Kelliher, 2010; Wang &
Ahmed, 2007). For this reason, we propose that the influence of network
entrepreneurial orientation will not have a direct effect on exploitative
innovation capability but will be established indirectly through the
mediation of dynamic exploratory capabilities. We, therefore, suggest
that:

HS5: Network entrepreneurial orientation has no positive significant direct
influence on the innovation capability of BGs.

2.2.2. Interrelationship among dynamic capabilities and international
performance

Based on ambidexterity theory, obtaining positive outcomes under a
cross-cutting lens will be determined by the firm’s exploitation function
(Lin & Si; 2019; Monferrer et al., 2019; O’Reilly & Tushman, 2008;
Peng, 2019). Complementarily, the exploration function will contribute
to the long-term sustainability of these outcomes (Lin & Si, 2019;
Monferrer et al., 2019; Peng, 2019). As a result, only innovation capa-
bility — through the exploitation of valuable assimilated knowledge —
will directly affect BGs’ international performance (Monferrer et al.,
2015). Then, we propose two further hypotheses based on the need to
develop exploratory capabilities (adaptation and absorption) that
enable new knowledge to be permanently managed within the firm to
maintain its innovative exploitation sustainably.

First, firms should adopt an evolutionary attitude that allows them to
be constantly alert to changing environmental conditions and show
flexibility and openness to take on any necessary adaptation longitudi-
nally (Han & Li, 2015; Liao, Kickul & Ma, 2009; Teece, 2007). This will
enable them to avoid the build-up of organisational rigidity and promote
the generation of mechanisms for innovative management of knowledge
that are not associated with obsolete and outdated conceptions (Mon-
ferrer et al., 2015). We, therefore, propose that:

H6: The adaptation capability of BGs positively influences their innova-
tion capability.

Second, improving innovative activity in any new firm will depend
on its willingness to link its internal knowledge-based resources with
other external knowledge sources, thus developing its capacity to
assimilate and apply them to that purpose (Flechas et al., 2021; Mon-
ferrer et al., 2015; Tseng, Chang & Hung, 2011). In this way, innovation
capability will depend on the firm achieving an optimal balance be-
tween internal concentration and external openness (Davids & Tjong
Tjin Tai, 2009; Koch & Strotmann, 2008; Wang, Guo & Yin, 2017), in
which the role of absorption capability is pivotal (Flechas et al., 2021;
Fosfuri & Tribo, 2008; Liu, Shen, Ding & Zhao, 2017; Vinding, 2006). In
fact, sustaining a closed and exclusionary approach focused on the firm’s
internal resources, knowledge and experience can lead to an organisa-
tional short-sightedness that tends to place less value on external than
internal resources, therefore directly limiting the scope of its in-
novations (Laursen & Salter, 2006). We, therefore, propose that:

H7: The absorption capability of BGs positively influences their innova-
tion capability.

Finnaly, the direct relationship between innovation capability and
performance has been widely attested to in the literature (Akman &
Yilmaz, 2008; Bashir & Verma, 2019; Chen, Lin & Chang, 2009; Mon-
ferrer et al., 2019; Zafar et al., 2020) to the point that strengthening the
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former is no longer regarded as a strategic option but as a necessity for
firms to compete in their markets (Akman & Yilmaz, 2008; Guan & Ma,
2003). This relationship is grounded on the fact that innovation capa-
bility entails (1) a better fit between the products and services devel-
oped, the market, and the environmental conditions (Meeus &
Oerlemans, 2000) and (2) the generation of isolation mechanisms that
limit the potential external imitation of the firm’s sources of competitive
advantage (Lavie, 2006). Thus:

HB8: The innovation capability developed by BGs has positive effects on
their international performance.

Fig. 2 shows the model to be analysed.

3. Methodology
3.1. Sample selection and information gathering

We started with a total of 1932 Spanish industrial firms engaged in
international business activities and created since 2010; these firms
were taken from the Dun and Bradstreet and SABI databases. Five se-
lection criteria were then applied to these firms to guarantee their
condition as BGs (Monferrer et al., 2015). The first two criteria were
based on secondary data gathered prior to the fieldwork and reduced the
initial population to 976 firms: (1) they were not subsidiary companies
and made their own strategic decisions, and (2) they had between 5 and
250 employees, thus excluding micro and macro firms.

The other three criteria were applied during the fieldwork and were
based on primary data: (3) they began their international activity within
three years of their creation, (4) >25% of their turnover came from their
international activity, and (5) they formed part of an inter-firm network
with at least three agents.

A pretest was initially carried out on a pilot sample of 25 firms before
administering the questionnaire to prevent any difficulties in compre-
hension; the questionnaire was given on an electronic platform. Finally,
the fieldwork took place in the autumn and winter of 2015. A total of
306 valid responses were obtained, reflecting a response rate of 31.35%.

The primary data obtained permitted the principal characteristics of
the sample to be analysed (Table 1). The final sample comprised BGs
mostly from the industrial sector (68.4% of the total), notably the metal,
chemical, agrifood and textile sectors. Commerce was represented by
25.3%, including firms that exported and imported products related to
the aforementioned industrial sectors. Finally, we found<6.3% of firms
from the services sector; these were mostly financial, tourism, commu-
nication, technical and information agencies. They had an average of 31
employees (31.24), 53.08% of their turnover was international, and
their average age was three years (3.02).

The firms in the final sample belonged on average to networks of six
firms (5.91). Practically all of the firms interviewed had participated in
the networks since the firm’s creation (97.3% during their first year).
See Table 2.

3.2. Measurement instruments

All the scales used to measure the constructs correspond exactly to
their theoretical definitions. Regarding the network context, we
measured network market orientation from a two-factor approach
following Helfert et al. (2002). Specifically, resource availability
included four items, and relationship management tasks comprised the
following four dimensions: coupling (2 items), coordination (3 items),
conflict resolution (3 items), and exchange (3 items). To measure
network entrepreneurial orientation, we used an adaptation of the scale
proposed by Jantunen, Nummela, Puumalainen & Saarenketo (2008);
these authors based their scale on previous studies by Naman & Slevin
(1993) and Wiklund (1998). The scale has nine items covering the
proactive, innovative and risk-taking perspectives of the business net-
works analysed.

In the firm context, adaptation capability was measured using Gibson
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Fig. 2. Model of effects.

Table 1
General characteristics of the firms.

Age Years of international experience* Total number of employees International turnover Economic sector
Years old % Years elapsed % Employees % Percentage % Sector %

1 16.0 0 74.5 3-10 36.3 26-50 69.3 Industrial 68.4
2 16.7 1 20.9 11-20 17.6 51-75 16.2

3 32.7 2 2.8 21-30 12.8 76-100 14.5 Commercial 25.3
4 18.6 3 1.8 Over 30 33.3 Average international turnover = 53.08

5 16.0 Average years elapsed = 0.32 Average employees = 31.24 Services 6.3

Average years old = 3.02

Note: *The figure corresponds to the difference between 2015 and the date of the first international activity.

Table 2
General characteristics of the networks.

Years since creation to entry in the network* Network size

Years elapsed % Number of firms %

0 84.6 3 52.5
1 12.7 4-6 23.7
2 1.6 6-8 9.4
3 1.1 Over 9 14.4

Average years elapsed = 0.19
Average employees =
5.91

& Brikinshaw’s (2004) 3-item scale. To measure absorption capability,
we used Chen et al.’s (2009) 3-item scale. Innovation capability was
measured using an adaptation of the 5-item scale by Akman & Yilmaz
(2008). Finally, we used an adaptation of the scale proposed by Jantu-
nen et al. (2008) to measure international performance. These mea-
surements’ general nature means that their applicability should not
differ, nor should they be subject to any influences from sample char-
acteristics or other variables in the proposed model. Based on this scale,
BG managers were asked to express their degree of satisfaction with the
results for various aspects of their international activity.

For the translation of the measurement instrument from English into
Spanish, the back-translation method proposed by Brislin (1970), which
is widely used in specialised literature, was followed to ensure that the
items were comparable to other language versions of the scale.
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3.3. Validity and reliability of the scales

Confirmatory factor analysis (CFA) was then run using the structural
equation model (SEM) technique with version 6.1 of the EQS multi-
variate software package. The maximum likelihood approach was
adopted to estimate the parameters. We adopted a model development
strategy (Hair, Black, Babin & Anderson, 2010). Hence, following
Joreskog and Sobom (1993), we first removed indicators that did not
satisfy the strong convergence condition, with individual standardised
coefficients (A) under 0.6 and an average value of the standardised factor
loadings below 0.7 (Hair et al., 2010; Steenkamp & Van Trijp, 1991).
Compliance with the weak convergence condition was then verified
(Steenkamp & Van Trijp, 1991) by analysing the significance of the
factor regression coefficients between indicators and their correspond-
ing latent variables. To do this, we revised Student’s t value by imposing
the maximum requirement (t > 2.58; P = 0.01). This process led us to
eliminate four indicators: ADA1, INN4, INN5 and EXC3. Finally, the
evolution of the main model fit measurements was monitored as the
indicators were removed.

The scale reliability was then examined. Internal consistency was
tested with Cronbach’s alpha (« > 0.7). Construct composite reliability
(CR > 0.7), and analysis of variance extracted (AVE > 0.5) tests were
also applied (Churchill, 1979; Fornell & Larcker, 1981; Nunnally, 1979).
A summary of the results after the factor and reliability tests is shown in
Table 3.

Convergent and discriminant validity were then analysed. Conver-
gent validity was tested by returning to the confirmatory factor analysis
performed at the start of the process and confirming the high estimated
value and significance of the correlations between the scales’
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objectives of other members.

NETWORK ENTREPRENEURIAL ORIENTATION (a = 0.913; CR = 0.91; AVE = 0.55)

NEO1: ...initiate the implementation of innovative 0.618
production processes.

NEO2: ...support projects expected to generate higher 0.651
profits, accepting the risks they entail.

NEO3: ...adopt the best working methods in the sector. 0.784

NEO4: ...apply new practices developed in other sectors. 0.716

NEOS: ...quickly identify technological changes that may 0.834
affect them.

NEOG: ...are able to exploit new opportunities. 0.825

NEQ?7: ...are constantly looking for new working methods. ~ 0.785

NEOS: ...prefer to take risks to ensure they exploit market  0.686
opportunities in situations of uncertainty.

NEOO9: ...allocate resources to new promising operational 0.721

areas.
FIRM CONTEXT:
ADAPTATION CAPABILITY (a = 0.719; CR = 0.72; AVE = 0.56)

ADA1: The workers in our firm are able to find alternative  Deleted
ways of doing their work.

ADAZ2: Our firm is able to develop flexible processes to 0.707
respond rapidly to changes and opportunities detected in
our markets.

ADAZ3: Our firm is able to change strategy rapidly according ~ 0.793

to our business priorities.
ABSORPTION CAPABILITY (a = 0.744; CR = 0.79; AVE = 0.56)

ABS1: Our firm is able to apply external knowledge 0.663
commercially.

ABS2: Our firm is able to understand, analyse and interpret ~ 0.813
information from the environment.

ABS3: Our firm is able to combine its internal knowledge 0.763

with external information.
INNOVATION CAPABILITY (a = 0.800; CR = 0.82; AVE = 0.60)
INN1: Our firm has an organisational culture that promotes ~ 0.635
innovation.

11.676*
12.478*
16.102*
14.156*
17.661*
17.382*
16.123*
13.348*

14.276*

12.274*

13.755*

12.086*

15.788*

14.522*

11.677*
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Table 3 Table 3 (continued)
Summary of the results after factor, reliability and validity analysis. Ttems Factor tvalue
Items Factor t-value loads
loads INN2: Our firm is able to use knowledge from various 0.868 17.771*
NETWORK CONTEXT: sources to develop products efficiently and rapidly.
Extent to which the firms in my main relationship network... INN3: Our firm is able to identify changes in the market and 0.808 16.076*
RELATIONSHIP MANAGEMENT TASKS (CR = 0.94; AVE = 0.79) rapidly apply them to its own products and processes.
COUPLING (a = 0.894; CR = 0.89; AVE = 0.81) 0.879 16.053* INN4: The employees in our firm are able to contribute to Deleted
COU1: ...update our offers to meet customer’s needs. 0.894 Fixed activities such as product development, improving the
COU2: ...update delivery and usage of our offers to meet 0.905 21.362* innovation process and developing new ideas.
customers’ demands. INNS: Our firm is able to evaluate new ideas from Deleted
COORDINATION (a = 0.910; CR = 0.91; AVE = 0.78) 0.864 14.261* customers, suppliers, etc. and take them into account in
COO1: ...discuss each member’s tasks in a collaborative 0.806 Fixed product development.
context. INTERNATIONAL PERFORMANCE (a = 0.908; CR = 0.91; AVE = 0.59)
COO2: ...ensure that the commitments agreed by both 0.912 19.172* PER1: Turnover. 0.720 14.145*
parties are fulfilled. PER2: Market share. 0.737 14.616*
COO3: ...discuss the steps required to achieve the 0.924 19.494* PER3: Profitability. 0.718 14.096*
network’s joint objectives. PER4: Market access. 0.772 15.611*
CONFLICT RESOLUTION (a = 0.905; CR = 0.91; AVE = 0.860 15.717* PERS5: Image development. 0.772 15.596*
0.76) PER6: Know-how development. 0.773 15.652*
CON1: ...when there are conflicts we try to impose our 0.890 Fixed PER7: Global satisfaction. 0.879 19.057*
individual interests at all costs (reverse scored). L 2 — — . — . —
CONZ2: ...wait a considerable length of time in order to calm  0.803 18.248* Note: Fit of the model: y* = 688.960, df = 638, p = 0.079; NFI = 0.911; NNFI =
down conflict situations (reverse scored). 0.987; IFI = 0.989; CFI = 0.989; RMR = 0.038; RMSEA = 0.016.
CON3: ...try to reach a compromise which is acceptable to ~ 0.921 23.465* *p <0.01.
all parties when a conflict arises.
E);gl{ANGE (a= 0.ﬁ90; dClR =0.90; ;Vf = O‘; 5 bere: g‘z‘;i 11; % '834* dimensions. Table 4 shows the discriminant validity of the constructs
: ...engage in shared learning about specific members . ixe .
needs 828 8 P considered, assessed by the AVE test (Fornell & Larcker, 1981) and the
EXC2: ...react quickly in the event of customer problems 0.900 22.557* confidence interval test (Anderson & Gerbing, 1988). In all cases,
with the products or services we offer. discriminant validity was ratified.
EXC3: .. .facilitate face-to-face relationships among Deleted
members of each firm.
EXC4: .. jointly develop solutions for members. 0.796 17.877* 3.4. Additional analyses
RESOURCE AVAILABILITY (a = 0.906; CR = 0.91; AVE = 0.72)
Rist}:e;ﬁ::;::iﬁ:;i::ehmcal systems and teams that 0.710 13.960* Further tests were also carried out. We first looked for signs of sample
RES2: ...have access to information about customers that 0.921 20.694* bias (Armstrong & Overton, 1977). To this end, we applied several tests
other members may possess. and estimation methods commonly used in the nonresponse bias liter-
RES3: ...have access to market information that other 0.881 19.226* ature (Armstrong & Overton, 1977; Kish, 1965; Stephan & McCarthy,
members may possess. ) i 1958). The first point to note is the response rate (31.35%) is higher than
RES4: ...have access to information on the strategic 0.871 18.866*

usual rate similar studies. Second, we applied the method of compari-
sons (Gallup, 1972) with known values for the population available in
the Dun and Bradstreet and SABI databases. The comparison of means (t-
test) between employees and age for the sample (31.24 and 3.01) and
the population (32.67 and 2.94) revealed no significant differences be-
tween groups at the 0.05 level. Third, we applied the extrapolation
method based on the time trends criterion (Ferber, 1949; Pace, 1939),
which assumes that firms responding later will be more similar to
nonrespondents. We classified the respondents according to the time
they took to respond and then we ran a t-test of independent means on
the different items using the first 45 and last 45 respondents. Again, no
significant differences were found at the 0.05 level.

Second, if the dependent and independent variables are gathered
with a common instrument, common method bias may occur (Podsakoff,
MacKenzie & Podsakoff, 2003). Three different methods were therefore
used to rule out common method data collection bias. First, we checked
for multicollinearity by testing the variance inflation factor (VIF) among
latent variables in our proposed overall model (Kock, 2015). Values
were below 5, suggesting that multicollinearity was not an issue in our
study (Diamantopoulos & Siguaw, 2006). Second, we ran Harman's
(1976) test. Following Friedrich, Byrne and Mumford (2009), MacK-
enzie and Podsakoff (2012), and Podsakoff et al. (2003), a factorial
analysis was carried out on the indicators resulting from refining the
process using principal component analysis (Velicer & Jackson, 1990),
in which the unrotated factor solution was examined. As expected, the
results confirmed that the first factor did not accumulate most of the
variance (36.682%). Finally, we applied the marker variable technique
(Richardson, Simmering & Sturman, 2009; Williams, Hartman & Cav-
azotte, 2010). Firms’ social responsibility, with three items developed in
Maignan (2001), was chosen as a marker variable, as it was theoretically
unrelated to the theoretical model. The results of the comparisons
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Table 4
Scale discriminant validity.
15T 1 2 3 4 5 6 7 8 9 10
order
1. 0.90
Cou
2. 0.70* 0.88
COO0 [0.63;0.76]
3. 0.68* 0.79* 0.87
CON [0.60;0.75] [0.73;0.84]
4. EXC 0.85* 0.78* 0.81* 0.86
[0.81;0.88] [0.72;0.83] [0.76;0.85]
5. RES 0.40* 0.51* 0.47* 0.49* 0.85
[0.29;0.50] [0.41;0.60] [0.37;0.56] [0.39;0.58]
6. 0.71* 0.79* 0.71* 0.73* 0.52* 0.74
NEO [0.64;0.77] [0.73;0.84] [0.64;0.77] [0.67;0.78] [0.42;0.61]
7. 0.29% 0.25% 0.27* 0.28* 0.16* 0.34* 0.75
ADA [0.16;0.41] [0.12;0.37] [0.14;0.39] [0.15;0.40] [0.03;0.29] [0.21;0.46]
8. ABS 0.24* 0.26* 0.25* 0.18* 0.15* 0.35* 0.68* 0.75
[0.11;0.36] [0.13;0.38] [0.12;0.37] [0.05;0.30] [0.02;0.27] [0.23;0.46] [0.58;0.77]
9. INN 0.26* 0.31% 0.25% 0.24* 0.16* 0.35% 0.71% 0.74* 0.78
[0.13;0.38] [0.19;0.42] [0.13;0.36] [0.11;0.36] [0.04;0.28] [0.23;0.46] [0.61;0.80] [0.66;0.81]
10. 0.26* 0.34* 0.35* 0.30* 0.35* 0.47* 0.28* 0.33* 0.28* 0.77
PER [0.14;0.37] [0.23;0.44] [0.24;0.45] [0.18;0.41] [0.24;0.45] [0.37;0.56] [0.15;0.40] [0.21;0.44] [0.16;0.39]

Note: Below the diagonal: correlation estimated between the factors.
Diagonal: square root of AVE.
*p < 0.05

between the models revealed no significant cases (Table 5). Then, as
Method-C did not fit significantly better than the baseline model, there
was no evidence of shared CMB between the indicators of the substan-
tive variables and the latent marker variable. As Method-U did not fit
significantly better than Method-C, CMB was the same for all indicators.
As Method-R was not significantly different from Method-C or Method-
U, CMB’s presence did not skew the relationships among the substantive
variables (Williams et al., 2010). In sum, the three methods used to
evaluate common method data collection bias all indicated the possible
absence of this bias in collecting the data.

4. Results

The hypotheses were also tested using structural equation models,
which enabled us to simultaneously explore a series of dependence re-
lationships (Hair et al., 2010). Fig. 3 shows the step diagram of the
resulting relationship model after its specification and identification.

As is shown in Fig. 4 all the hypotheses are confirmed. Thus, the
network’s market orientation comprises two connected factors, in which
resource availability is an antecedent of relational management tasks
(H1: » = 0.578, t = 9.048). These relational management tasks
(coupling, coordination, conflict resolution and exchange) favour a
network entrepreneurial orientation (H2: A = 0.857, t = 10.184). At the
same time, network entrepreneurial orientation is shown to positively
and significantly affect firms’ exploratory capabilities of adaptation and
absorption (H3: A = 0.343, t = 4.511 and H4: A = 0.351, t = 4.895,
respectively), which in turn has positive effects on their innovation

Table 5

Model fit indices and model comparisons for CFA models with marker variable.
Model ¥2 (df) CFI RMSEA
1. CFA with marker variable 1132.368 (764) 0.929 0.040
2. Baseline 1142.049 (780) 0.919 0.039
3. Method-C (constrained) 1140.110 (779) 0.919 0.039
4. Method-U (unconstrained) 1103.150 (741) 0.919 0.040
5. Method-R (restricted) 1102.507 (786) 0.929 0.036

Chi-square model comparison testsChi-sqAra2e(Axdfjcal value: 0.05

1. Baseline vs. Method-C 1.938 (1) 3.841
2. Method-C vs. Method-U 36.960 (38) 53.383
3. Method-U vs. Method-R 0.643 (45) 61.656

Note: * p < 0.05.
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capability (H6: A = 0.608, t = 6.763 and H7: A = 0.723, t = 7.287,
respectively). The relationship between network entrepreneurial
orientation and innovation capability is not significant, as expected in
hypothesis H5. Finally, exploitative innovation capability is confirmed
to directly affect BGs’ international performance (H8: A = 0.352, t =
4.933).

In addition, the above results were further analysed through a review
of the indirect and total effects derived from the proposed model of ef-
fects (Fig. 5). First, in general terms, the indirect and total effects be-
tween strategic network orientations (network market orientation and
network entrepreneurial orientation) and BGs” dynamic capabilities and
international performance were positive and significant. This outcome
confirms the need to adopt an integrating perspective when analysing
the constructs posed in this study, both at the network and the individual
level, to better understand BGs’ international competitiveness from an
antecedent relational context.

Second, and in more specific terms, the mediating role of exploratory
capabilities was especially relevant. These capabilities are crucial to
understanding the potential effect that the entrepreneurial orientation
adopted jointly by the network agents might have on the BGs’ innova-
tion capability. This influence would be an indirect-only mediation
(Zhao, Lynch & Chen, 2010) that considers the indirect effect on inno-
vation capability through adaptation capability and absorption capa-
bility (A = 0.462, t = 4.835). Thus, although the direct effect between
network entrepreneurial orientation and innovation capability was not
significant, the total effect between the two variables was (A = 0.463, t
= 5.917) because of the aforementioned mediating effect.

5. Discussion and conclusions
5.1. Theoretical implications

The current market context, characterised by highly competitive,
dynamic and complex globalised markets, has led to a change in firms’
conceptions of how to do business (Etemad, 2021; Koch & Windsperger,
2017; Lusch et al., 2016; Monferrer et al., 2019; Windsperger et al.,
2019). A clear example is the phenomenon of BGs. Despite their pre-
sumed lack of knowledge and experience, owing to their liabilities of
newness (Aldrich & Yang, 2012) and foreignness (Denk, Kaufmann &
Roesch, 2012), BGs present a markedly accelerated international
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Fig. 4. Results of the structural model.

vocation (Lin & Si, 2019). Their international behaviour entails breaking influence on the international performance of these firms, such as
away from the traditional models of internationalisation linked to slow entrepreneurial character (Amjad et al., 2020; Etemad, 2021; Martinez,
processes by which performance in an international context is intrinsi- 2015), access to knowledge-based resources and capabilities (Koch &
cally subject to the gradual accumulation of experience in foreign Windsperger, 2017; Monferrer et al., 2019; Munoz & Fischer, 2021) and
markets as the firm’s original activity in the domestic market expands adopting shared strategic behaviours and conduct in a network context
steadily (Paul & Rosado, 2019; Wadeson, 2020). This circumstance has (Irtin et al., 2020; Lusch et al., 2016; Monferrer et al., 2015; Windsperger
spawned several research streams focusing on specific sources of et al., 2019; Zafar et al., 2020). Based on these research streams, this
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Fig. 5. Total (T) and indirect (I) effects derived from the results of the structural model.

study’s general aim was to propose a model of effects that can integrate
these basic areas of influence on BGs’ international performance
through a dual lens of inter-firm and individual behaviour.

Our study’s overall contribution lies in its hierarchisation of the ef-
fects associated with these sources of influence. Specifically, our model
is framed within a research stream that in recent years has identified
three types of basic factors on which to define this structure of sequential
relations: strategic factors based on knowledge management, organisa-
tional capabilities, and performance (Chien & Tsai, 2012; Jin, Wang,
Chen & Wang, 2015; Monferrer et al., 2019; Tseng & Lee, 2014; Wu &
Chen, 2014; Zhang & Duan, 2010).

Examining our hierarchisation in greater depth, first, and in line with
broad consensus in the literature, innovation capability is identified as a
direct source of influence on company results (Bashir & Verma, 2019;
Monferrer et al., 2019). The case of BGs is particularly important since
they are intensive knowledge-based firms that need to develop in-
novations on which to consolidate their business projects (Lin & Chen,
2006). Although BGs have limited skill, resource and knowledge stocks
due to their recent creation, they tend to operate in high-risk external
environments, with considerable R&D&I and technology investments,
high complexity and shortened product and market lifecycles (Mon-
ferrer et al., 2015). These conditions mean that to guarantee their
innovation capability through the exploitation of valuable knowledge,
they must identify new alternative sources to generate and access
external knowledge that complements their internal sources, thereby
offsetting the limitations mentioned above by creating common spaces
in which to manage them (Mellet et al., 2018; Windsperger et al., 2019;
Zafar et al., 2020).

Our study makes a second contribution by identifying antecedent
levels of influence that, through an inter-firm and individual lens,
guarantee that value generated in the network context is channelled into
the firm’s innovation capability. On the one hand, inter-firm influence is
represented through joint acceptance in the network of a dual strategic
orientation — market and entrepreneurial - that facilitates the con-
struction of an appropriate prior relational context. In this regard, the
network market orientation guarantees access to and efficient manage-
ment of extended market knowledge, to which it would not have had
access if it were operating in isolation (Fisher & Qualls, 2018; Irtin et al.,
2020; Monferrer et al., 2015). This would guarantee the joint adoption
by all the members of mechanisms and routines oriented to resource
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availability (Ritala & Ellonen, 2010), which, in turn, would favour the
performance of up to four relational management tasks (traditionally
analysed in isolation in the framework of relational knowledge man-
agement): coupling (Holma, 2014; Sales, 2014), coordination (da Sil-
veira & Arkader, 2007; Galkina & Chetty, 2015), conflict resolution
(Mwesiumo & Halpern, 2016), and exchange (Frankort, 2014).
Complementarily, this extended and enhanced market knowledge will
encourage the network to take advantage of shared benefits deriving
from the synergetic effects of jointly implementing proactive, innovative
and risk-taking entrepreneurial actions (the defining elements of
entrepreneurial orientation) designed to exploit the latest trends and
opportunities arising in the business environments in which they oper-
ate (Amjad et al., 2020; Martinez, 2015; Morgan et al., 2016; Wincent
et al., 2014).

From this proposal, we provide a specific response to recent calls in
the literature for greater attention to how firms belonging to a network
activate the joint development of management activities to effectively
reap benefits deriving from the characteristic synergies of networks
(Amjad et al., 2020; Aarikka & Rittala, 2017; Forkmann et al., 2018; Irtin
etal., 2020; Monferrer et al., 2015; Windsperger et al., 2019; Zafar et al.,
2020). Moreover, the conception of such strategic orientations, based on
collective participation and joint development efforts in a network
context, represents a significant contribution to updating their critical
conceptions, from the interfirm context (market orientation: Kohli and
Jaworski, 1990; Narver and Slater, 1990; entrepreneurial orientation:
Oviatt & McDougall, 1994), exclusively bound to the firm’s behaviour.
The study, therefore, mitigates the main limitation in recent research
associated with its restriction of interfirm conceptualisation to the mere
adaptation of these critical approaches or the summative consideration
of individual orientations of the firms in the network (Irtin et al., 2020;
Martinez, 2015; Monferrer et al., 2015).

An additional fundamental factor is the individual firm’s influence in
channelling the value generated through networks into its innovation
capability. This influence arises from the firm’s acknowledgement that
adopting a dual inter-firm orientation based on knowledge management
and entrepreneurialism cannot directly strengthen its capacity to exploit
innovative outputs at the individual level if it has not previously taken
steps to ensure that it will assimilate inputs generated in the network
context. In an attempt to address the lack of consensus on this question
in the literature (Lusch et al., 2016), our study integrates two theoretical
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streams: dynamic capabilities theory (Eisenhardt & Martin, 2000; Teece
et al., 1997) and ambidexterity theory (March 1991).

Regarding the first of these theories, we recognise the need to inte-
grate the concept of innovation capability in a broader theoretical model
— that of dynamic capabilities — based on the sustainable maintenance of
firms’ competitiveness. This gives us a better understanding of the
essence on which the contribution of this specific capability is defined as
compared to other capabilities — adaptation and absorption - that are
also linked to knowledge management (Hou, 2008; Monferrer et al.,
2015; 2019; Wang & Ahmed, 2007).

To this end we draw on the fundamental assumption of ambidex-
terity theory, which advocates that firms adopt a dual exploration/
exploitation function (Lin & Si, 2019; Monferrer et al., 2019; Peng,
2019; Reese, 2019), to understand each one of the three dynamic ca-
pabilities considered in terms of its own specific contribution to this dual
function. In this line, our study demonstrates the importance of devel-
oping exploratory capabilities that facilitate organisational learning in
the firm through, on one hand, greater organisational flexibility and
willingness to make the changes necessary to effectively manage the
valuable knowledge generated in the antecedent context of inter-firm
relationships (adaptation capability) (Han & Li, 2015); and on the
other, the ability to assimilate and internalise to maximum effect the
new external knowledge in the firm’s existing knowledge base (ab-
sorption capability) (Flechas et al., 2021; Liu et al., 2017; Wang et al.,
2017). As our results show, these two capabilities help to transform
external knowledge inputs into internal knowledge which can be
applied to construct innovative outputs that eventually lead to better
results for BGs in their international markets (Holtzman, 2014; Kearney
et al., 2014; Mellet et al., 2018).

At the same time, several contributions to the literature can be made
by jointly applying these two theoretical streams. Applying the dynamic
capabilities theory as the theoretical justification for business perfor-
mance completes the traditional theoretical perspective of resources and
capabilities, which has received criticism in recent years for being too
static (Barney, Ketchen & Wright, 2021; Han & Li, 2015; Monferrer
et al., 2019). In fact, the extensive use of this theory in the literature is
restricted exclusively to firms’ possession of certain substantive capa-
bilities of an exploitative nature, on the assumption that their contri-
bution to the firm’s competitiveness is stable and permanent (Zahra,
Sapienza & Davidsson, 2006). The dynamism and complexity of today’s
markets is clearly a challenge to such applications; indeed, the compli-
mentary view of dynamic capabilities is more congruent because it
precisely reflects the evolutionary nature of resources and capabilities.
Regarding the application of ambidexterity theory, our study contrib-
utes in three ways. First, it ameliorates the implicit tension associated
with the two exploration/exploitation functions (Eltantawy, 2016;
Carter, 2015; Lee & Rha, 2016; Peng, 2019; Reese, 2019). Hence,
although its seminal definition attends to different configurations in
knowledge management, with different associated costs and benefits
(March, 1991), this study empirically tests the need to develop the two
functions simultaneously, rather than adopting an exclusionary
approach (Lin & Si, 2019). The second contribution lies in the applied
view of the purely theoretical definition of the two functions, which our
study covers in the specific dynamic capabilities generated at the in-
ternal level (Lin & Si, 2019; Monferrer et al., 2019; Peng, 2019). Thirdly,
it analyses the interrelationships between the dynamic capabilities
considered, an area that has been overshadowed by other analytical
perspectives that merely study their isolated and direct effects on per-
formance (Monferrer et al., 2015).

5.2. Managerial implications

Betting on market-oriented innovation as an internationalisation
strategy is the main managerial implication for a BG. It is essential to
establish an environmental surveillance system that allows the moni-
toring of needs and trends not to lose sight of the market’s reality.
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Currently, technology is outshining management fundamentals that
establish the importance of information analysis to make decisions.
Currently, firms have access to large amounts of data, unlike just a few
years ago. However, it is necessary to transform these data into useful
information for decision-making, for which expert analysts in the field of
market and environmental behaviour are needed.

Integration in a network allows technology-based companies to
overcome weaknesses of this type. This study concludes that networking
is one of the key factors that determine the success of BGs, but being
present in a network is not enough to achieve international success. The
involvement of all agents is necessary through the commitment of
financial, human and information resources. It is necessary to establish
formal coordination mechanisms and work on informal relationships so
that the exchange of knowledge can be transformed into innovation. In
this sense, given the informal links that usually exist in this type of
network, it would be interesting to formalise the relationships through a
memorandum of understanding (MOU) that establishes shared values
(among which should be market orientation and an entrepreneurial
culture) and some coordination rules. Along with this, special attention
must be paid to informal ties. The pillars for building lasting ties should
be mutual trust and commitment. It is necessary to promote relation-
ships between the different agents through bilateral or multilateral
meetings where personal ties are strengthened. The involvement of all
agents in the network, establishing win-win relationships and promot-
ing a sense of belonging should be shared values.

Therefore, it is essential to select network partners correctly. The
inclusion of a partner who does not share the network’s values can cause
problems to the point of breaking the network. Consequently, new ad-
ditions to the network should be carefully studied, analysing the appli-
cant’s corporate values (along with the assets that they will contribute
with). Likewise, in the case of unwanted behaviour, a partner’s exclu-
sion must be considered through a network agreement.

Along with mutual trust and commitment to the network, the BG
must be prepared to take advantage of shared knowledge. The BG
innovation system must share its knowledge and must be able to imbibe
knowledge from partners. The permeability of the frontiers of knowl-
edge is another key to success for the BG. In such a dynamic world and
fast-changing environment, innovation must continuously be evolving.
Firms must be able to develop flexible internal mechanisms and routines
that will facilitate adaptation and enable the internal absorption of the
knowledge generated.

In sum, in the moments of crisis that lie ahead of us as a consequence
of COVID-19, the recommendation is that the BGs strengthen ties with
network partners. This is one of the pillars of its international success.
The network allows for solving some weaknesses related to this type of
company’s size and can enhance their innovative capacity. It is impor-
tant to analyse the network as a formal organisation, identifying its
weaknesses and strengths in light of the environment’s opportunities
and threats. It is advisable to establish formal and informal governance
mechanisms that can identify suitable potential partners and remove
toxic agents.

6. Limitations and future research

The study is not without its limitations, which suggest proposals for
possible future research lines. First, analysing only Spanish BGs may
preclude the generalisation of the results to different international
contexts. New studies could test the proposed relationships in other
countries, thus enhancing the generalisability of the results. Second, our
study was based on answers from a single respondent in each firm and
each network in the sample, which raises two questions: (1) a single
respondent may not represent the whole organisation’s views; (2) the
questionnaire was addressed to the manager of just one firm who
responded to questions about the workings of a whole network of firms.
Third, the use of cross-sectional data may be regarded as a limitation to
drawing causal inferences. Future research could therefore study the
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relationships proposed with longitudinal data and develop qualitative
studies at different levels that take into account the responses from
agents at different levels in the firm hierarchy and from a range of
members in the network to which the firm belongs. Studies of this nature
would allow for exploration of the model’s specific points, providing
more accurate explanations to questions like the following: (1) a more
precise understanding of how knowledge is created in a network
context; (2) the relative importance of each of the secondary variables
that comprise relationship management tasks; and (3) a comparative
analysis of the effects in different innovation contexts (incremental and
radical).
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