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Transnational Entrepreneurial Ecosystems: The 

Perspectives of Finnish and Estonian Born-Global 

Start-Ups 

ABSTRACT 

 

The entrepreneurial-ecosystem concept has recently gained renewed attention among entrepre-

neurship scholars, yet research in the fields of regional studies and international entrepreneur-

ship has stayed notably silent on the role that incubating environments can have in driving 

entrepreneurial activities in developing rapidly internationalising born-global (BG) firms.  

 

In this exploratory study, we seek to further the discussion on the role that the entrepreneurial 

ecosystem can have in the research on international entrepreneurship affecting firm develop-

ment. We assess entrepreneurial ecosystems in Finland and Estonia from the point of view of 

BG entrepreneurs and do so in a transnational-ecosystem context. Using a survey method and 

data analysis employing an analysis of variance (ANOVA), this study contributes to the litera-

ture on regional studies and international entrepreneurship by examining which of the transna-

tional entrepreneurial ecosystem’s structural elements are critical for start-ups during their de-

velopmental stages and how these elements are perceived differently depending on the charac-

teristics of BG firms. The study thus enhances understanding of the interactions of the transna-

tional entrepreneurial ecosystem and its role in supporting new ventures. 

 

Keywords: transnational entrepreneurial ecosystem, born-global start-ups, financial capital, 

knowledge, networks, Finland, Estonia. 

 

JEL subject code: F60, L25, L26, M13, O52  
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INTRODUCTION 

  

The entrepreneurial-ecosystem concept has gained much attention from scholars in diverse re-

search disciplines during recent years (Maroufkhani et al., 2018); it is, however, still a young 

stream of research and lacks coherent insights required to expose how the ecosystem influences 

entrepreneurial activities and thus the consequent value creation. In previous decades, studies 

have focused on the established concepts of industrial districts, clusters and innovation systems 

to describe unique entrepreneurial environments (Autio et al., 2018). Yet, newer studies focus-

ing on the co-creation of the setting and the aspirations of local entrepreneurs (Spigel and Har-

rison, 2018) have gained their place at the heart of international business and entrepreneurship 

studies. All the recent advancements in ecosystem contextualisation have been constructive, 

however, Mack and Mayer (2016) argue that previous efforts to identify entrepreneurial eco-

systems are still too narrow and are based on already well-performing communities, and that 

they should be updated to create the grounds for additional investigations focusing on the en-

trepreneurial entities. 

  

Moreover, consensus on what constitutes a successful ecosystem has not yet been reached, thus 

there is a need to produce studies to better capture the phenomenon in full. For example, how 

are entrepreneurial environments constructed (Kshetri, 2014) and how do they promote entre-

preneurially-driven firms during rapid progress towards global markets (Ács et al., 2016)? In 

addition, the advancement of new theoretical frameworks and views on the ecosystem construct 

would allow us to challenge the status quo and gain insights into the conditions supporting firm 

growth and international expansion across regional geographies (Zander et al., 2015). Hence, 

following venture creation in the regional entrepreneurial context (Ács et al., 2017; Borissenko 

and Boschma, 2017; Cavusgil and Knight, 2015) would help us to elaborate the structural con-

ditions (Stam, 2014) facilitating the risk-taking actions of entrepreneurs in finding opportunities 

to globally enhance societal value propositions. 

 

Subsequently, to explore the entrepreneurial-ecosystem context, it is essential to understand the 

prerequisites affecting the entrepreneurial activities in developing globally-scalable firms. 

Thus, exploring the ecosystem’s structural elements through the views of the founders becomes 

the focal point. In other words, studying how rapidly internationalising firms develop in the 

entrepreneurial ecosystem and which elements are critical in supporting high-risk–high-reward 
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activities (Cavallo et al., 2018) would explain the uniqueness of the regional entrepreneurial 

ecosystems and how are they perceived by the entities operating in them. Therefore, the context 

becomes relevant and an appropriate setting should be chosen for further exploration. 

  

Traditionally, international growth-oriented firms that have a strong capability towards creating 

an innovation-driven environment (Cannone and Ughetto, 2014) are common in countries with 

small domestic markets (Luostarinen and Gabrielsson, 2006). However, as smallness often re-

fers to deficiencies, entrepreneurial ecosystems tend to share and compete for the same re-

sources (e.g., human capital). Fortunately, unlike many regions in the world, in the European 

Union, the free movement of labour is part of the four economic freedoms (European Union, 

2012). This is a strong enabler for small countries to compete over and acquire appropriate 

resources. In the light of this transformative process, there is potential for transnational entre-

preneurship (Bailetti, 2018; Lundberg and Rehnfors, 2018). As small ecosystems are bound to 

share resources, they may perhaps converge certain goals and policies, and create a transna-

tional entrepreneurial ecosystem on the regional level. 

  

Considering the above, countries such as Finland and Estonia would be good case examples, as 

both are small economies while being start-up-intensive and familiar with nurturing “unicorn” 

(i.e., start-ups valued at over 1 billion dollars) born-globals (BGs; e.g., Rovio, Supercell, Skype 

and TransferWise). Finland and Estonia could be considered a transnational region with a sub-

stantial human resource concentration in their capital regions (Sergeevich and Alekseevna, 

2015), making these countries share and complement their sources of goods, services, labour 

and capital. This, in turn, enables them to collaborate and create economic synergies (Nauwe-

laers et al., 2013) and form the antecedents for the integration of regional skills and capabilities. 

Hence, it is relevant to look at these entrepreneurial ecosystems from the transnational view-

point (Velt et al., 2018a) to determine what makes these converging environments unique from 

the vantage point of local entrepreneurs and how they support the internationalisation of high-

growth firms. 

  

In sum, there is a need for further exploration regarding how transnational entrepreneurial eco-

systems and their structural elements influence BG start-up development and how the specific 

characteristics of a firm impact the perceptions of the regional ecosystem. Thus, the present 

study aims to address how an incubating ecosystem augments and encourages BG start-ups’ 
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development and internationalisation by seeking answers to two research questions (RQs) in 

particular:  

RQ1. Which elements of the transnational ecosystem are critical for BG progress during the 

early stages? 

RQ2. How do BG perceptions differ depending on the intra-group characteristics? 

The remainder of the study is structured as follows: In the next section, we review key concepts 

and outline the research methodology, after which the results are then presented. In the last 

section, we discuss our findings with respect to the RQs and conclude with the theoretical and 

managerial implications, limitations of the study and avenues for future research. 

ENTREPRENEURIAL ECOSYSTEMS AND BORN-GLOBALS 

 

The concept of an entrepreneurial ecosystem was proposed late in the last century (Bahrami 

and Evans, 1995; Moore, 1993; Spilling, 1996; Van de Ven, 1993) as more reputable concepts 

(e.g. clusters and networks) were found to have limitations for elaborating the role of the entre-

preneur in the local economic context (O’Connor et al., 2018). Hence, in recent years, the en-

trepreneurial ecosystem has gained renewed attention (Ács et al., 2018; Autio et al., 2018; 

O’Connor et al., 2018; Spigel and Harrison, 2018) to comprehend how the local environment 

nurtures the entrepreneurial lifeforce. Thus, the entrepreneurial ecosystem has been defined as 

“a combination of social, political, economic and cultural elements within a region that support 

the development and growth of innovative start-ups and encourage nascent entrepreneurs and 

other actors to take the risks of starting, funding and otherwise assisting high-risk ventures” 

(Spigel, 2017, p. 50). Based on Stam's (2015) belief regarding the surrounding ecosystem, there 

are two sets of conditions relevant for nurturing entrepreneurial activities on the framework and 

systemic levels. In his view, the systemic elements directly influence entrepreneurial activities 

during the development of BG firms. Henceforth, we use Velt et al.'s (2018b) view of the sys-

temic elements and sub-elements to elaborate the local context. However, as we have proposed 

a two-country context where both systems are sharing resources across a border, we introduce 

a “transnational” dimension to the context and refer to it as a transnational entrepreneurial eco-

system. 
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Moreover, entrepreneurial activities, domestic or international, are processes that encompass 

“the discovery, evaluation and exploitation of opportunities for creating future goods and ser-

vices” (Shane and Venkataraman, 2000, p. 218), however, these processes commence on home 

ground. Hence, local conditions are relevant for capturing the creation of value and nurturing 

the needs of new ventures under conditions of resource scarcity (Sasi and Arenius, 2012) and 

rapid progress (Nummela et al., 2016). In addition, constant attention is placed on growth-ori-

ented ventures in the current literature on entrepreneurial ecosystems (Alvedalen and Boschma, 

2017; Mason and Brown, 2014). Thus, focusing on BG firms (Knight and Cavusgil, 2005; Ovi-

att and McDougall, 1994) in the entrepreneurial-ecosystem context is a suitable approach to 

take as BGs create value “through the identification and exploitation of opportunities that cross 

national borders” (Peiris et al., 2012, p. 296). However, to shed light on the dynamic relation-

ships and aspects of the ecosystem influencing BGs, it is important to concentrate on the criti-

cality of the elements and how they affect the processes in each of the firm’s life-cycle stages. 

Thus, we chose the Marmer Stages (Marmer et al., 2011) that have been widely used by prac-

titioners in start-up communities. Therefore, we focus on the first stages of discovery and vali-

dation, arguably because the regional ecosystem has its strongest influence on BGs as they are 

still homebound while being launched and supported with the aim of starting rapid internation-

alisation. Broadly put, the discovery stage includes entrepreneurial processes involved in form-

ing and launching new BG start-ups, and the validation stage includes the authentication activ-

ities of the offer and visible expansion into foreign markets. 

  

Subsequently, by incorporating all sides of the framework, we elaborate the ecosystem’s sys-

temic structure in the international entrepreneurship context to comprehend the relevance of 

such elements for the wider setting and mainly for BGs. All the systemic elements have received 

attention in the international entrepreneurship literature (e.g., leadership, see Mets, 2015; finan-

cial capital, see Gabrielsson et al., 2004, 2008; talent, see Jantunen et al., 2008; Luostarinen and 

Gabrielsson, 2004; networks, see Gabrielsson and Kirpalani, 2004; Laanti et al., 2007; 

knowledge, see Gabrielsson et al., 2008; Loane et al., 2007; Rialp et al., 2012; support, see 

Harrington, 2017; Pauwels et al., 2016). However, these studies have tended to examine only 

one or a couple of the systemic elements at a time, thus neglecting the role of the entrepreneurial 

ecosystem from a holistic point of view, which would thus enable considering the effects of all 

its respective elements. Hence, it is important to clarify how a transnational ecosystem powers 

entrepreneurial internationalisation (Andersson et al., 2013; Coviello, 2006) and to elaborate 
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the relations between the structure of the system and its influence on the development and sub-

sequent value for potential BG firms (Borissenko and Boschma, 2017; Spigel, 2015; Stam, 

2015). 

  

There are six main domains of systemic elements (Stam, 2014) and it is necessary to subdivide 

some of them to elaborate their relevance for the life-cycle stages of the BGs (Velt et al., 2018b). 

These elements are entrepreneurial leadership, financial capital sub-elements, two types of tal-

ent, knowledge as a singular concept, networks and sub-elements of the support services. There-

fore, we briefly explain all of them, starting with entrepreneurial leadership, which is defined 

as “influencing and directing the performance of group members toward the achievement of 

organisational goals that involve recognising and exploring entrepreneurial opportunities” 

(Renko et al., 2015, p. 55). In the context of this study, this leadership is visible in the ecosys-

tem, as established entrepreneurs motivate others to follow in their footsteps. Also, it trickles 

down to the firm level as the founders reflect their leadership abilities on their team members. 

These entrepreneurial leaders are crucial for a healthy ecosystem to create strong firms (Feld, 

2012; Mets, 2015; Vissak, 2007). 

Furthermore, financial capital is one of the main topics affecting firm growth and progress (Ga-

brielsson et al., 2004). There are multiple ways to raise capital or to secure financial resources 

creatively without lending money or selling equity such as empowering bootstrapping or mini-

mising funding need (Harrison et al., 2004). Yet, in the context of rapidly evolving BG start-

ups, the founders need to raise capital from lenders (e.g. credit institutions, family and friends) 

and from equity investors (e.g. business angels [BAs], venture capitalists). Lenders usually use 

official collateral requirements to allocate a credit line and run their due diligence to assess the 

risks (Winton and Yerramilli, 2008). However, family and friends behave similarly (Chua et 

al., 2011; Wu et al., 2016) while using trust as a form of collateral. Also, it is not only about 

lending, but possessing an equity stake to support activities. However, such sources should not 

be considered as strategic partners, like BAs, who use a hands-on approach to improve the 

firm’s survival (Kerr et al., 2014) by providing “seed capital” (Wong et al., 2009). Similarly, 

venture capital (VC) firms and corporate VC (CVC) investors utilise their networks to back 

their investment and use their extensive knowledge and capabilities to enhance the success of 

the firms (Denis, 2004; Kaplan and Strömberg, 2000). The main difference with the latter two 

is that CVC investors have corporate agendas and often integrate the focal company into their 

business platform ecosystem (e.g. iOS, Amazon). In addition, the most recent concept of 
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“crowdfunding” is a way to raise capital from many individuals over the internet at once (Mol-

lick, 2014) and has become a valid substitute for other forms of capital sources. 

Moreover, every city, region and country has its own talent pool that is considered a critical 

resource for firm development and consequent success in the ecosystem (Cohen, 2006; Stam, 

2014). Hence, talent is fundamental for creating entrepreneurial activities and often becomes 

visible in diverse and open societies (Lee et al., 2004), thus talented individuals attract others 

to join their efforts in creating a sustainable environment to thrive in (Bahrami and Evans, 1995; 

Cohen, 2006). In addition, welcoming societies have an agglomeration of such talent, which 

creates the right conditions for the launch and growth of new ventures (Thomas et al., 2015). 

However, when the opposite deglomeration occurs, potential entrepreneurs tend to move out 

from such environments to establish their businesses in another location where there is an abun-

dance of talented people to hire and collaborate with (Neck et al., 2004), thus making talent 

critical for new venture success (Foster et al., 2014). 

  

Correspondingly, with the movement of talent, specific and appropriate knowledge moves into 

the entrepreneurial ecosystem. The knowledge build-up under resource constraints (Oviatt and 

McDougall, 1994) helps in recognising opportunities, which entrepreneurs then exploit by cre-

ating new innovations and building firms around novel solutions. However, knowledge creation 

does not usually happen in isolation (Huggins and Thompson, 2015), rather the entities capture 

the knowledge spill-overs by externally screening for innovations (Katila, 2002). Thus, entre-

preneurs recognise opportunities by exploiting these spill-overs and then create new ventures 

to convert this revealed knowledge into commercial knowledge (Ács et al., 2013). In parallel, 

the needed knowledge, information, resources, activities and capabilities are shared and ac-

quired from a complex set of relationships among the entrepreneurs and network participants. 

Thus, there is a need for established networks that are “defined by the enduring exchange rela-

tions established between organisations, individuals and groups” (Weber and Khademian, 2008, 

p. 334) inside and extending outside of the local entrepreneurial ecosystem. 

 

Last of all, there is a set of support conditions that needs to be present to cater to the needs of 

entrepreneurial firms such as consulting services, intermediaries, networking providers and en-

gagement events. Consultants are “a sophisticated service infrastructure [that] allows start-up 

firms to focus on their chosen steeple of expertise, rather than dissipate their energies across a 

broad range of peripheral or supporting activities” (Bahrami and Evans, 1995, p. 63), meaning 
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that entrepreneurs should focus on their core activities and outsource the rest. Zhang and Li 

(2010) argued that firms’ innovation capability is related to professionals who share new 

knowledge, information on inventions, and reduce costs (McEvily and Zaheer, 1999) and mit-

igate the risks of disrupting the innovation process (Saxenian, 1990).  

 

Similarly, intermediaries provide “support to start-ups to improve the probability of survival of 

the portfolio companies and accelerate their development” (Pauwels et al., 2016, p. 14). Incu-

bators target very early-stage firms with greenhorn founders with scalable business models (Is-

abelle, 2013; Stagars, 2015) and accelerators focus on already established fast-tracking 

knowledge-intensive ventures (Bosma and Stam, 2012; Pauwels et al., 2016) by validating their 

businesses. Likewise, there is a set of network mediators (e.g. industry associations, alumni) 

which provides networking support and smoothens out information exchange and other inter-

actions (Howells, 2006; Suresh and Ramraj, 2012) to enable new firms to gather the required 

resources. In addition, engagement services play a crucial role in motivating firms to launch. 

These meeting events enable entrepreneurs and community members to collaborate, initiate, 

pursue and combine new innovations (e.g. via start-up weekends and hackathons) (Feld, 2012; 

Harrington, 2017). 

 

In sum, all the above-mentioned elements reflect the ecosystem’s moral and inspirational con-

ditions and highlight the value of the resources essential for developing business proposals 

based on the newest technological advancements. These forces are accessed, enriched, upheld 

and enabled by relationships between stakeholders, who in turn are supported early on to reach 

sustainable growth and development in the transnational entrepreneurial-ecosystem setting. 

RESEARCH METHODOLOGY 

 

The list of BG start-ups for the empirical part of this study was extracted and combined from a 

set of secondary sources: Startup 100, Crunchbase, FunderBeam and ActicStartup. All the firms 

found in the databases have been certified by start-up community leaders and investors, affirm-

ing that these firms possess the potential to become next-generation BG ventures. We intro-

duced the stratified sampling method (cf. Neyman, 1934) to only target firms that had reached 

the second life-cycle phase to account for their timely knowledge regarding the preliminary 

stages of discovery and validation. Further, we applied the online survey method and managed 
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to gather responses from 51 founders from Finland and 33 from Estonia. As the sample collec-

tion only targeted BG start-ups, we then verified their speed of internationalisation, market 

scope and export extent (Kuivalainen et al., 2012). However, we were less strict regarding the 

requirement for BG to be present in at least two continents (cf. Luostarinen and Gabrielsson, 

2006; Nummela et al., 2014) as this has a marginal effect on smaller economies (Choquette et 

al., 2017). In addition, as we were looking at the first stages of the life-cycle, some of the firms 

had no revenue as they were still less than 3 years old and had become international via other 

value-chain activities (e.g., global team allocation, joining a platform ecosystem). 

 

Additionally, we controlled for the common method bias (Podsakoff et al., 2003). When com-

posing the survey, it was important to elaborate the elements and split some of them into sub-

elements (i.e., financial capital, talent and support systems) to make clear distinctions and com-

parisons. Hence, this distinction ensured that the respondents would assess the elements as ob-

jectively as possible based on their own experience, allowing for the mitigation of the common 

method bias risk. In addition, we conducted Harman’s single factor test and did not detect any 

individual factor that was solely influencing the results. Hence, we argue that there were no 

obvious issues with the common method bias. 

 

Furthermore, we developed a set of metrics (cf. Audretsch and Belitski, 2017; Corrente et al., 

2018; Liguori et al., 2019) measuring the elements and sub-elements on a scale from 0 to 100. 

This allowed us to clearly demonstrate which elements were ranked as essential for the prelim-

inary stages of the BG life-cycle. Then, to answer RQ1, all mean averages were calculated for 

each element in its respective stage for both countries combined. These mean values were then 

used to calculate the aggregate equivalents as cut-off points to distinguish the critical elements 

from the non-critical ones associated with the firm’s progress.  

 

Thereafter, to answer RQ2, we collected data on multiple characteristics of the entrepreneurial 

firms regarding their organisational (i.e., age, team size, service–product orientation, revenue) 

and international features (i.e., team allocation, origin of the owners, speed of internationalisa-

tion, market scope) and divided the firms into binary groups. These characteristics elaborate 

how ecosystem elements have influenced BG development. We then applied an analysis of 

variance (ANOVA) to compare the statistical significance of the entrepreneurial perceptions to 

verify if there were any discrepancies in terms of how these firms interpreted their environment. 

Resulting from the above steps, we could then answer the RQs by identifying which elements 
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were most critical for firm development and how BGs were influenced by the ecosystem during 

life-cycle stages, depending on their characteristics. 

FINDINGS 

 

The findings were divided into two sections corresponding to the RQs (see Table 1 below). In 

the first section, we arranged the elements in descending order based on their mean average 

values. This was essential to visualise the position of the elements and their rank in both stages. 

Then, after calculating the cut-off points, it became clear that there were six elements that were 

critical for the stages (i.e., entrepreneurial talent, knowledge, leadership, networks, worker tal-

ent and BAs), five were non-critical for progress (i.e., intermediaries, networking services, 

crowdfunding, CVC, credit institution) and five were in a transition mode (i.e., informal debt, 

bootstrapping, engagement services, consultants, VC). In terms of the latter elements, their po-

sitions changed by around ten places with a deviation of up to 31.67 points (i.e. VC), indicating 

that the elements’ configuration for BG development effectively changed when they moved 

from one stage to the other. 

 

(Insert Table 1 here) 

 

Furthermore, in the second section, it was imperative to explore if there was any contrast in 

these perceived rankings. Ergo, we needed to analyse firms’ intra-group variance to detect if 

there was any disparity among their characteristics. We applied the ANOVA method to analyse 

the 16 ecosystem elements in the context of 8 BG attributes. Intra-group variance was detected 

for more than half of the elements, indicating that firms had assorted perceptions towards their 

entrepreneurial ecosystem. We found 9 distinctions in the discovery stage and 7 in the valida-

tions stage, of which 2 were statistically significant at the 1% level and 14 were significant at 

the 5% level. However, the ANOVA results explain the background of the relationship as none 

of the intra-group perceptions changed the ranking from critical to non-critical and vice versa. 

In addition, the correlation coefficients were not measurable because we compared continuous 

dependent variables with binary independent variables and thus utilised point-scale deviations 

to demonstrate their significance. 
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In summary, the above results revealed that some elements were more critical than others under 

transnational conditions, and intra-group variations explained the contextual differences in how 

these elements influenced BG launches and their consequent internationalisation. All these re-

sults will now be discussed in detail. 

DISCUSSION  

The RQs of this study examine the ecosystem elements by exploring their criticality levels for 

BG development and how BGs perceive these elements in various ways depending on their 

intra-group characteristics. Also, it is rational to discuss each element independently in the 

transnational entrepreneurial-ecosystem context to attain a sound outline of the results. 

Leadership 

Leadership (particularly entrepreneurial leaders in the ecosystem context) is considered as in-

fluential individuals who share their experience in discovering and exploiting opportunities for 

value creation with their community and indirectly with the rest of the world (Greenberg et al., 

2011). In this study framework, it became clear that the leadership element was critical for BG 

development in the preliminary stages. This stable influence is in line with the previous research 

indicating that entrepreneurial leaders should become role models for others and motivate them 

(McGrath and MacMillan, 2013) to embrace creativity (Cardon et al., 2009) and work towards 

entrepreneurial objectives and activities (Gupta et al., 2004; Yukl, 2008). However, leadership 

in some sense is limited to the local context, thus this is why the ANOVA results indicated that 

BGs with local teams were more exposed to the leadership element during validation processes. 

From another perspective, BGs with team members allocated across borders have arguably 

commenced internationalisation activities and therefore perceive leadership as less critical for 

the validation stage. The above results are in line with Mets (2015), who argued that leadership 

is a main factor for early internationalisation, hence its high ranking in both stages and the 

visible discrepancy for already internationalised firms. 

Finance 

Entrepreneurial finance focuses on BGs’ decision to raise financial capital. Entrepreneurs create 

innovations and transform these into viable products and services (Burgelman and Hitt, 2007). 

As this process is time-dependant (Suddaby et al., 2015) and requires immense amounts of 

capital investment (Ebben and Johnson, 2006), this action of commercialisation (Luostarinen 

and Gabrielsson, 2006) makes financial capital a primary element for progress. Overall, our 
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results are in line with the above reasoning as some elements are efficient in the first stage and 

others in the second. However, as there are multiple sources of capital, it is crucial to explore 

which of them matter for BGs.  

Our results suggest that informal debt and bootstrapping are critical for the discovery stage, but 

as they cannot cope with the speed of commercialisation and the cash burn-rate, these elements 

become non-critical for the validation stage. The ANOVA suggests that younger BGs value 

informal debt as more critical than older BGs do. This clearly indicates that high-risk invest-

ments and raising capital from the inner circle have been accepted by the local community to 

support BG development. Confidence is determined as collateral and failures are accepted as 

part of the learning process. In addition, it is interesting to note that BGs with foreign equity 

investors perceive informal debt as more critical. Perhaps founders with solid business plans 

are confident in raising capital from their family and friends, as otherwise they would risk 

harming their relationships. Thus, this degree of legitimacy generates trust among and is attrac-

tive to professional investors. 

Moreover, BAs and VC are more suited for commercialisation in the second stage, as they 

improve firm survival, integrate new talent and lead to higher online visibility and traction, 

while simultaneously consulting and extending founders’ networks (Kerr et al., 2014; Lu-

ostarinen and Gabrielsson, 2006). Our results indicate that BAs are critical in both stages as 

they are considered as the region’s own private investors who invest “seed capital” (Chem-

manur and Fulghieri, 2014; Wong et al., 2009) and support the development from there. This 

is visible in the validation stage, as the results demonstrate that younger start-ups perceive BAs 

as more critical, denoting that these consortiums of investors have become a suitable source of 

finance for BG growth. However, BGs that have internationalised during their first year after 

inception find BAs less critical than others do. This is an indication that BAs have tendencies 

to constrain aggressive scaling, which instead is in line with the strategies of VC (Gabrielsson 

et al., 2004). Thus, our results clearly support the previous statement that VC is one of the 

principal elements in the validation stage and a prerequisite for successful internationalisation. 

Nevertheless, intra-group perceptions reveal that VC is more critical for BGs with foreign eq-

uity shareholders in the first stage compared to BGs with only local owners. This suggests that 

BGs backed by foreign equity owners are more open, have already attracted VC funding (Ga-

brielsson et al., 2008), or local founders just might feel reluctant to share their business in the 

discovery stage, or the BG business model is not yet suited to VC strategies. 
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Other sources such as crowdfunding, CVC and credit institutions were not found to be critical 

in supporting BG development. Crowdfunding is one of the newest popular ways to raise fund-

ing (Mollick, 2014), however, as it is rather understudied (Maroufkhani et al., 2018), our results 

suggest that there might be a mismatch between “smart” and “capital” for founders, making 

such online platforms non-critical. We argue that the information potential investors receive is 

ambiguous, that they might easily lose their money due to high default rates, and for the found-

ers, it does not include the required benefits of monitoring, advising, teaching, recruiting and 

connecting with the right people when compared to VC and BAs (Chemmanur and Fulghieri, 

2014). 

CVC is also seen as less critical, which might be due to its formal strategy of only targeting 

BGs suitable for longitudinal investment plans and aligned with corporate strategies. The 

ANOVA reveals that CVC is attractive for BGs with foreign equity owners, similarly to VC, 

except CVC’s strategic position differs. However, an interesting find is that BGs with pre-rev-

enue status perceive CVC as more critical for their discovery stage than those with revenue do. 

The simplest explanation could be that CVC firms only target BGs that can be integrated into 

their business platform ecosystems (e.g. Skype and Microsoft, WhatsApp and Facebook), mak-

ing other BGs in the sample rank them less critically. As BG development incorporates high 

levels of uncertainty and risk (Gabrielsson et al., 2008), we argue that firms with complex prod-

ucts–services and longer R&D time horizons perceive CVC as a stable environment, where the 

focus is on building meaningful solutions for platform bundling and is less on making money 

straight away.  

Lastly, the results show that credit institutions were ranked as the lowest form of capital source, 

arguably because first-time entrepreneurs lack the collateral instruments and proven track rec-

ord, thus making them less attractive for the credit institutions (Zott and Huy, 2007). This is 

further verified by the intra-group perspectives, as highly rapid internationalising firms per-

ceived these institutions as inhibitors of internationalisation compared to standard BGs, proba-

bly because any kind of a constraint on cash flow would hinder momentum and progress. Con-

cluding the results on capital sources, it is apparent that informal types of funding are more 

critical in the first stage, formal ones for scaling and internationalisation, and traditional and 

online institutions were not seen as critical for BG development because they lack the hands-

on approach, personal connection and cannot directly commit to the success of the new venture. 
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Talent 

Talent is one of the main resources for firm development, as entrepreneurs are the ones initiat-

ing BGs and driving them, while worker talent is considered as a spectrum of specialists in their 

respective fields who join the venture when the tasks become too complex for the founders to 

handle alone. Hence, there is a direct connection between talent and well-performing start-ups 

(Rauch and Rijsdijk, 2013; Talaia et al., 2016).  

The results indicate that entrepreneurial talent is the most critical element in BG development 

in both stages. The statement that founders with proactive mindsets search for opportunities and 

create innovations while taking a substantial risk (cf. Kuivalainen et al., 2007; Nummela et al., 

2004; Vissak, 2007) received support in the empirical analysis. Worker talent is slightly less 

critical in the discovery stage but becomes highly critical when validation begins. Hence, found-

ers take charge in the first stage and as the processes become more complex, talented people 

will be integrated to create synergies and together confront the challenges. 

Knowledge 

Knowledge is the fundamental source and driving force of modern communities shaped by dy-

namic innovation processes (Ács et al., 2016). BGs leverage their inner capabilities to learn and 

create new knowledge to develop unique and specialised products and services (Gabrielsson 

and Kirpalani, 2004). Our results confirm that knowledge accumulation is highly critical for 

both stages. However, there are some intra-group differences. In the discovery stage, for 

younger firms, specific knowledge is essential, but other abilities (e.g., raising less restrictive 

capital, composing a team and extending networks) also take on a principal role during firm 

establishment. In contrast, BGs with larger teams perceive knowledge as more critical than 

smaller ones do. Arguably, the more sophisticated the business model becomes, the more talent 

with appropriate knowledge is integrated, making the team’s composition and volume essential 

to run the tasks. In the validation stage, BGs with revenue streams perceive knowledge as less 

critical compared to pre-revenue firms. The difference in perception could be based on the 

timeline, as pre-revenue firms can still conduct knowledge-intensive R&D activities. Hence, as 

the product–service is not yet marketable, revenue is absent. Similarly, service-oriented BGs 

stated that knowledge was more critical than for product-oriented ventures. We suggest that 

service firms are vulnerable to demand fluctuations due to their shorter time-to-market periods, 

making them arbitrarily flexible so that they can respond promptly to constantly changing mar-

ket requirements. In addition, firms with more than ten markets perceive knowledge as more 

critical. Resilient international aspirations require a certain mix of knowledge and capabilities 
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to retain a strong market presence (Rialp et al., 2012). Thus, expansion via learning-by-doing 

is a distinctive factor for BGs with a stronger market presence. 

Networks 

Networks are relational structures which entrepreneurs and other community participants en-

gage inside and outside the local ecosystem to link and share information, activities, resources 

and capabilities to fulfil the requirements for BG development (cf. Mort and Weerawardena, 

2006; Zhou et al., 2007). The results from this study confirm that the network element in the 

ecosystem is also critical for the early development of BGs in both stages. This is in line with 

the results from previous research arguing that there is a direct connection between building 

and leveraging networks in the early stages to sustain successful growth (Gabrielsson and Kir-

palani, 2004; Laanti et al., 2007) and facilitate rapid internationalisation (Gabrielsson et al., 

2008). 

Support services 

Support services play a crucial role in sustaining the development and speeding up internation-

alisation for BG-type start-ups (Zhang and Li, 2010). Our study concentrated on the elements 

of consultants, intermediaries, networking and engagement services. Consultants, a set of ex-

ternal specialists, deliver different kinds of support services to BGs, so the teams can concen-

trate on what matters the most and less on bureaucracy. According to the results, these services 

were non-critical during the first stage and critical in the second stage. Hence, this corresponds 

to the idea that BGs handle their issues themselves in the beginning, however, external help 

becomes more relevant when complexities increase and different support and professional ser-

vices are looked for (Luostarinen and Gabrielsson, 2006).  

Furthermore, intermediaries such as incubators and accelerators form micro-ecosystems to in-

tegrate BG start-ups. In both stages, these mediators were ranked just below the cut-off line, 

making them non-critical for supporting BG development. Previous research has found that 

these intermediaries play a critical role in firm development and in improving their survival 

rates and accelerating their development (Feld, 2012; Pauwels et al., 2016). Our argument is 

that as we focus on small economies, their relative insufficiencies are visible on the incubator 

and accelerator level. In other words, when the local environment functions under resource 

constraints and shorter external networks, these micro-entities encounter comparable issues. 

Hence, the quality and quantity of intermediaries reflects the quaintness of the local ecosystem. 
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Networking services support entrepreneurs to find needed resources from their own networks 

and mediate information and other exchanges to enable further development. From the results, 

these services were found to be non-critical, but they still influenced and benefited the ecosys-

tem (Saxenian, 1990; Suresh and Ramraj, 2012). We suggest this is because these services do 

not satisfy the BG requirements as ecosystems in periphery regions have shorter network nodes. 

The intra-group difference shows that, during the discovery stage, firms with foreign equity 

investors view networking services as more critical than others do. Hence, we argue that foreign 

stakeholders themselves can behave as the network extension for the firm. These services (e.g. 

alumni organisations) might in fact have been the key for foreign capital entry in the first place. 

Lastly, engagement events are held to build social relationships between entrepreneurs and 

other community contributors to uncover and pursue innovation frontiers. We realised that en-

gagement services are critical in the discovery stage and non-critical during validation. Hence, 

these events are appropriate for creating new BGs, but less relevant for validating the business 

ideas and finding new team members and investors. Previous studies have made clear that these 

events are significant to healthy ecosystems (Feld, 2012; Harrington, 2017). The ANOVA de-

tected that BGs with revenue streams perceived these events as more critical in the discovery 

stage than the pre-revenue firms did. This difference explicitly shows that BG participation has 

a positive effect on achieving revenue streams. Hence, the appropriate team composition and 

generating captivating business propositions lead to successful sales activities. In sum, even 

though some of the elements were not depicted to be as critical as others were, they are all 

relevant in forming and sustaining a healthy entrepreneurial ecosystem in the transnational set-

ting. 

CONCLUSION  

Reflecting on the decades of research on entrepreneurial environments, scholars have studied 

how to nurture entrepreneurial action in various ways. One of these focal points has been the 

entrepreneurial-ecosystem construct, which, unlike others, directly influences entrepreneurial 

activities in launching and growing rapidly internationalising firms. These systems consist of 

structural elements that each play their role in fostering the needs of a new venture. Therefore, 

our exploratory study aimed to shed more light on the arrangements in terms of how these 

ecosystems influence BG start-ups during the preliminary stages of a firm’s life-cycle. We took 

the transnational viewpoint of two small economies sharing their regional resources, thus unin-

tentionally converging their environments towards a more sustainable arrangement. 



Page 17 of 25 

 

Theoretical contribution 

The entrepreneurial-ecosystem construct is a topic that has gained momentum in recent years, 

as researchers, practitioners and policy makers, among others, would like to figure out how to 

construct and sustain environments that are innovation-driven and focus on value creation for 

the global society. Therefore, we wanted to explore the topic by integrating the entrepreneurial 

ecosystem, BGs and life-cycle studies into one framework to comprehend how the ecosystem’s 

structural elements influence the development of rapidly internationalising firms during their 

stages of life (Alvedalen and Boschma, 2017; Malecki, 2018). This framework is not new per 

se (cf. Velt et al., 2018b, 2018a), however, it takes an original perspective. Specifically, we 

integrate a new dimension of “transnational” into the entrepreneurial-ecosystem context. The 

relevance is that we focus on two countries that have a high concentration of BG start-ups, and 

as these economies are situated in close proximity, there is an allusion of convergence. This 

opens a new study avenue to explore transnational aspects of the ecosystems, but also the effects 

of regional agglomeration and successive deglomeration. 

 

Furthermore, we assessed the ecosystem level in a balanced manner (Mack and Mayer, 2016) 

by analysing all the main elements in one study framework and concentrating on the combined 

perceptions of BG founders to elaborate how these entrepreneurs sense their transnational en-

vironment. In detail, we focused on the configurations of criticality (Cavallo et al., 2018) to see 

which systemic elements were necessary in the regional context to support rapidly internation-

alising firms. It was appropriate to elaborate these criticality levels based on the intra-group 

differences of the firms to gather new insights into which elements and their combinations in 

the various stages should be emphasised to improve the nurturing surroundings when launching 

new ventures with global aspirations. The division of the stages exposed an increasingly com-

plex view of ecosystem interactions.  

Practical implications 

For entrepreneurs, our results elaborate how the transnational ecosystem behaves in a regional 

setting. Defining the critical elements in the preliminary stages would familiarise ecosystem 

participants regarding where the emphasis should be directed when launching and growing new 

ventures. These results inaugurate a layout of the ecosystem so that novice entrepreneurs can 

clearly identify where to allocate their time and effort. For example, they should try to raise 

capital from established sources such as BAs and VC, rather than spending time with credit 
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institutions and crowdfunding. Similarly, the firm’s business model and strategy implementa-

tions play a crucial role in the success of a venture, thus, participating in the engagement events 

will raise the firm’s potential to better secure revenue streams. 

For governments and policy makers, they should try to create a supportive set of regulations 

that will counter the shortcomings of the local entrepreneurial environment. As the discussion 

is about the formulation of a transnational setting, all relevant institutions should start to align 

their goals and introduce common strategies to benefit the regional ecosystem. For example, 

the free movement of talent between the countries happens daily, however, it is not easy for 

start-ups to officially relocate as corporate regulations and laws are rather different. Hence, it 

is important to create a common framework and support the set-up for rapidly internationalising 

firms as they are on the frontline of creating new jobs and societal value. It would be a strong 

advantage for Finnish ICT start-ups to directly hire Estonian talent for their e-governance units 

without having to deal with tax-compliance issues, or for a new Estonian gene-tech firm to 

apply for funding from Finnish state grants as there is no considerable equivalent in Estonia. 

Thus, creating common policies would benefit both nations in the long-run by sharing the in-

novation capacity. 

Limitations and future research 

The current study is exploratory and stays relatively descriptive by focusing on the best-in-the-

class firms such as BGs. Hence, there should be other studies introducing and comparing the 

perceptions of other types of firms which are rapidly internationalising but have not achieved 

BG status. Likewise, based on the firm type, a configuration study would be of great benefit to 

reveal the modifications of the ecosystem elements required. In addition, it is essential to dig 

deeper and prepare case studies to understand more about the founders’ experience in terms of 

why some elements are more critical than others are and how intra-group differences have 

played out in real life. 

 

Additionally, by introducing the transnational dimension into the framework, we open a new 

avenue for research. Yet, as this is the first study to propose this, we need to verify that trans-

nationality fully applies to the entrepreneurial-ecosystem context. The main dispute could be 

that transnationality is suitable in a small-economy context where the ecosystem is more often 

defined on the country level. But, for example, if we address a large economy on a state level 

that is the size of a country, the local ecosystem does not extend beyond national borders. How-

ever, cross-border convergence still occurs, but not outside the country limits.  
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