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position. Four opportunities are identified from a historical case study of Elekta,
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recognition and exploitation, and the network position of the firm in return.
Based on the cases we demonstrate that outsidership tends to lead to discovery,
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relationships, which are involved in the exploitation of the opportunity.
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Introduction

From theories in international business, we learn that the internationalisation of the firm
is underpinned by the recognition of opportunities. The latest Uppsala
internationalisation process model (the Uppsala Model) (Johanson and Vahlne 2009;
Schweizer et al. 2010) suggests that entrepreneurs recognise opportunities as a reflec-
tion of earlier experiences gained from participating international business networks
(Hohenthal et al. 2014). It is further argued that firms internationalise through oppor-
tunity recognition and exploitation, and during this development (internationalisation)
process, they transition from the position of being outsiders to become insiders in the
foreign market business network (Johanson and Vahlne 2009; Schweizer et al. 2010).
From a business network perspective, the theoretical distinction between outsider and
insider is based on the idea that the firm is driven by the potential of combining its
resources and competences in a new way with those of others. In the context of
internationalisation this means combining resources with those of business partners
and creating business relationships that eventually change a firm’s position vis-à-vis a
network from being peripheral to becoming an insider. This view of the
internationalisation process (i.e. going from being an outsider to becoming an insider)
motivates our study of distinguishing between different opportunities and the subse-
quent activities.

Thus, one important distinction we make between opportunities is whether they are
recognised in a situation where the firm lacks network-specific business knowledge
(i.e. in a stage of being an outsider in relation to the foreign market) or in a situation
where the firm has business relationships with other firms in the foreign market
network (i.e. as an insider). In the latter case, opportunities will be recognised and
exploited within the context of specific business relationships (Johanson and Vahlne
2009). Network knowledge is related to a firm’s business network, which consists of
the firms with which it is doing business, or trying to do business, and the relationships
between firms in this network. The lack of such network knowledge constitutes the
liability of outsidership (ibid.). Opportunities recognised from an outsider position are
therefore more general in nature in the sense that they can be perceived through market
information available to everyone (e.g. economic analyses in business journals or they
can appear through indirect relationships such as customers’ customers). Another
possibility is that an actor in the foreign market makes contact (i.e. a pull mechanism,
which is not preceded by an invitation from the outsider firm). The relevance of
reflecting the opportunities from an outsider/insider perspective is not just that the
opportunities look different depending on the firm’s position, but that the ways of
exploiting the opportunities also vary, especially in terms of the commitments and the
level of embeddedness they cause. The more a recognised opportunity relates to
specific business relationships in the network, the more the exploitation of such an
opportunity will bond the firm to the network and make it more embedded. Opportu-
nities that are recognised from an insider position are often based on the resources of
the focal firm and its business partners, making the relationship parties even more
interdependent. So, the more embedded the firm gets, the more specific the subsequent
recognised opportunities will be. This reasoning is not, however, free from changes that
are beyond the control of the firm or market for that matter. For example, radical
changes in laws and regulations can both eliminate and offer new opportunities that are

338 D. Blankenburg Holm et al.



independent of preceding opportunities. Altogether, given our view of the
internationalisation and approach that focuses on specific opportunities from an
outsider/insider position, we believe that our study addresses an unexplored area and
therefore contributes to research on internationalisation of the firm.

Our aim with this paper is to answer the following questions: (1) How are opportu-
nities recognised from the position of: (a) being an outsider? (b) being an insider? (2)
How are opportunities exploited from the position of: (a) being an outsider? (b) being an
insider? To be able to track any path dependencies between these opportunities we also
set out to investigate: (3) How these opportunities are related to each other over time.

The remainder of the paper is organized as follows: the next section will present a
discussion on the opportunity concept in relation to the Uppsala internationalisation
process model in general, which is followed by a more fine grained explanation of the
terms we use. Next, we describe the method used before we go into the empirical and
analytical section. We discuss our findings and the relevance of exploring opportunity
recognition and exploitation during the internationalisation, and finally conclude with
our contribution to the research community.

The opportunity concept in the Uppsala internationalisation process model

This paper departs from the idea that opportunities are mainly recognised and exploited in a
network context, and builds on the revisitedUppsalamodel of internationalisation (Johanson
andVahlne 2009). Firms are assumed to be proactive, whichmeans that opportunity seeking
rather than uncertainty reduction drives internationalisation. Opportunity lies in the cross-
section of studies on the internationalisation of the firm (Ellis 2011; Santangelo and Meyer
2011; Schweizer et al. 2010), and international new venture creation (Crick and Jones 2000;
Chandra et al. 2009; Kontinen andOjala 2011;McDougall et al. 1994; Knight andCavusgil;
2004). In comparison to the original model that addresses firms’ incremental behaviour on
foreign expansion (Johanson and Vahlne 1977), the authors shifted the focus to opportunity,
claiming it drives internationalisation. The firm identifies opportunities through business
relationships in its network. This is also likely to be the deciding factor in terms of which
market the firm chooses to enter. Existing opportunities in foreign markets are important
external attention evokers that motivate firms to begin foreign exports (Johanson andVahlne
1977; Reid 1981;Wiedersheim-Paul et al. 1978). Such opportunities can represent potential
growth, e.g. orders of product from a new market (Madhok 1997), or a new venture to
exploit the firm’s ownership advantages (Dunning 1988; Sharma and Blomstermo 2003).

Defining opportunities

Opportunity is a desirable but uncertain situation present in foreign markets, which
allows firms to benefit from engaging in new cross-border business activities that
provide economic value for the firm. It indicates a shift and at least some degree of
novelty (Kirzner 1997; Schumpeter 1934). However, doing the same thing over and
over again, even if it is profitable, is not an opportunity. Opportunity is something that
is assumed to have a positive impact on the firm’s economic activity, and since it
implies change, Schumpeter’s (1934) five loci of change are often viewed as different
opportunity types (Shane 2003). The most studied opportunities are either the ones
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which can be labelled arbitrage or those that involve product or process innovation
(Mainela et al. 2014). The first type of opportunity refers to buying or selling in the
market and is caused by disparity between supply and demand (i.e. market disequilib-
rium) and manifests as new markets. The second type, innovation, starts with invention
and manifests as new resource combinations that can involve the internal resources of
the focal firm as well as external resources from business partners.

Defining business networks

The network perspective views markets as systems of long-term relationships between
customers and suppliers. In these relationships, firms adapt and modify their operations,
and mutuality and interdependence emerge. This means that each specific firm influences
not only its customers and suppliers, but also the whole network, as the relationships are
connected (Johanson and Kao 2010). In a dynamic perspective, changes, like product
development or innovation, cannot be seen in isolation, as they are not only a firm-internal
phenomenon. Thus, in a wider perspective, a business network is a system of economic
activities, which are linked to each other (Mattsson and Johanson 1992). When a firm
enters a specific country’s market, it establishes a position in this market’s network, and
transitions from being an outsider to holding an insidership position (Johanson and Vahlne
2009). As the firm enters a foreign market it becomes part of the network by developing
relationships and commitments to other actors. Through the network, the firm learns about
new opportunities and thereby it can expand its networks and its business. The more long-
term and robust its relationships are, the stronger firm’s position becomes. The strength of
the relationships reflects the interdependence in terms ofmagnitude and symmetry, and the
more interdependent the relationship, the more costly it is to terminate, as the interdepen-
dence is a result of mutual commitments in terms of investments and adaptations.
Consequently, we mean that the strength of the firm’s relationships is an important
component of its network position.

Network position reflects the trustworthiness and degree of commitment of firms in
the relationship network (Schweizer et al. 2010) and is sustained by the relative power
dependence existing between network partners (Cook and Emerson 1978; Chetty and
Blankenburg Holm 2000; Mattsson and Johanson 1992). Insidership (i.e. an insider
position) can enable firms to access exclusive information that may lead to opportunity
(Andersson et al. 2006). As such, opportunity is seen as interactively developed when a
firm transitions from an outsider to an insider position in the relationship network,
through continuous interaction with business partners (Johanson and Vahlne 2006).
Opportunity is preceded by information that firms interpret based on prior experience.
As they operate in networks, their experience has been accumulated there before
determining the manner in which to exploit these opportunities and deal with the risk
of uncertainty (Ellis 2011).

Opportunity development in networks

When a firm develops opportunities, it goes through a process that starts when the firm
recognises opportunities (i.e. it finds something new of potential future value) that can be
properly absorbed and integrated. Albeit, it is only by exploitation that an opportunity
becomes of real economic value (Johanson and Strömsten 2005). Opportunity development
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without exploitation is nothing more than expectations, hopes and dreams, and as the firm is
operating in a network, the exploitation has to take place in a network setting.

Opportunity recognition

The firm’s network, the configuration of the same, and the level of relationship
embeddedness determine the type of international opportunity that the firm can discover
(Johanson and Vahlne 2006; 2009). The opportunity is likely to be found in areas that are
already known to the firm (Hilmersson and Jansson 2012), and it will find information
leading to the opportunities when equipped with a cognitive readiness (Hohenthal et al.
2003). Therefore, firms may only be able to recognise opportunities that stem from
activities in their current operations, leaving little room for them to stumble upon
something outside their existing area of knowledge. Mainela et al. (2014) distinguish
between opportunity discovery and opportunity creation, and they believe more attention
should be paid to opportunity discovery in the internationalisation. Unlike opportunity
creation, which emphasises knowledge acquisition through interaction with business
partners to enact the opportunity, opportunity discovery results from ignorance about the
network, and firms therefore have little influence over it (Alvarez and Barney 2007;
Alvarez et al. 2013;Mainela et al. 2014). Unexpected changes or isolated occurrences (i.e.
exogenous shock) that lead to opportunity discovery usually have their origins outside the
firm’s network and cannot be influenced by entrepreneurial activities. Unexpected chang-
es can bring the market to a situation where there is a disparity in the supply and demand
that can be exploited by firms (Eckhardt and Shane 2003; Levie and Autio 2011). Firms
discovering opportunity through entrepreneurial alertness see existing information from a
new angle, and correct past ignorance (Kirzner 1997).

Opportunity exploitation

Much of the literature focuses on finding, discovering or recognising opportunities.
However, from a value point of view, an opportunity is non-existent, if the firm cannot
exploit it. Due to the prevalence of experiential knowledge (Eriksson et al. 2000),
opportunity development is likely to be a path-dependent process, consisting of both
recognition and exploitation (Johanson and Vahlne 2009). Path dependence is de-
scribed as the Bcausal relevance of preceding stages in a temporal sequence^ (Pierson
2000, p. 252), meaning that what has happened at an earlier point in time affects the
possible outcome of an event (or a sequence of events) occurring at a later point in time
(Schreyögg and Sydow 2011; Schreyögg et al. 2011). Through the actions and reac-
tions of the firm and its business partners in the network, the path becomes clear and
opportunity is enacted. As firms gain new insights into the foreign market through
ongoing interactions, or by experiencing changes that are not anticipated, they may
alter existing views of the foreign market and opportunity may emerge (Alvarez et al.
2010). The history of the firm therefore plays a key role in how opportunity is
perceived and evaluated (Cattani 2005; Denrell et al. 2003; Shane 2000). In other
words, the recognition of opportunity is time and context dependent (Ardichvili et al.
2003; Zander 2007).

While firms gain sustained competitive advantage by exploiting the opportunity
available to insiders (Alvarez et al. 2013), path-dependent processes can also result in
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strategy inflexibility that makes them vulnerable. As firms are locked-in to insider
positions in relationship networks, the interdependence between partners is high, and
the ability to receive new information and form new opportunity becomes limited
(Andersson et al. 2007; Schreyögg et al. 2011). In other words, firms may be trapped in
the position they strive to achieve through internationalisation and become rigid in
reacting to changes occurred in the network. This situation can be particularly chal-
lenging for firms entering emerging markets where unexpected changes are common.

Opportunity development in a foreign market’s network not only leads to changes
for the firm, but also for the network. The firm’s network position is strengthened and it
takes a step from outsidership to insidership, which, in turn, is likely to influence where
and how the next opportunities are recognised. The opportunity development contrib-
utes to either expanding the firm’s network or strengthening the firm’s existing network
in the foreign market, thus changing the network. Expansion is mainly happening when
opportunities enable firms to terminate and replace existing relationships or add new
relationships in the network. Strengthening of the network occurs when business
relationships are deepened in terms of higher adaptability and commitment. Although
this can make it difficult for a firm to exploit new opportunities outside its existing
business relationships, as it would involve excessive changes in the already adapted
business network, which sometimes forces the firm to balance sunk cost against
potential gain.

Outsider and insider opportunities

In this study, we propose a conceptual framework to explain the opportunity develop-
ment that occurs when firms move from outsidership to insidership (Fig. 1). Opportu-
nity development is thus a process consisting of two phases, where the first recognition
is contingent on the network position of the firm being somewhere on a continuum
from complete outsider to complete insider. The closer a firm is to being an outsider, the
more likely it is that opportunities are discovered or occur surprisingly through the
firm’s indirect relationships. The reason is that from an outsidership position, the firm
does not have a lot of direct relationships with firms in the foreign market, and
consequently the flow of actual business information from the market to the firm is
limited. Often the information needs to pass several actors as it moves between the
market and the firm. This may hamper the quality and validity of the information
reaching the firm. An outsidership position therefore contributes to the tendency for
opportunities to be mediated through other firms.

As soon as the firm begins to develop direct relationships, it at the same time starts
to position itself as an insider in the network. Insidership influences opportunity
recognition in two ways. First, in direct relationships, firms interact and solve
problems together; that is, they not only exchange information but also create and
share knowledge, which is sometimes tacit. In parallel, the insidership increases the
volume of information flowing to the firm about what is happening beyond the direct
relationships. As the volume is big, the firm can compare the content and the quality,
making the information more reliable. The number of sources of information, the
quality of the knowledge and closeness of the direct relationships contribute to the
tendency for opportunities to be created as a result of the interaction, rather than
discovered.
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The other side of opportunity development–exploitation has to take place
somewhere. Since the firm is part of a network, relationships with customers and
suppliers that reflect the network position of the firm make up the arena for where
the opportunities are exploited. Products are sold to other firms in the network and
technology is used to produce the products. Thereby exploitation of opportunities
also influences the firm’s network position, leading the firm’s network to either
weaken or strengthen, and expand or shrink. A network is strengthened when the
interdependence and mutual commitment in the relationships increase, making it
less likely that the firm will leave the network. Through opportunity development,
the firm can also expand its network by adding business relationships in the
foreign market’s network, which results in more business, but also access to more
information, as the number of counterparts grows.

Method

Research design

This study is based on a single historical case, and the reasons why we chose this
approach are manifold. Firstly, as a single case, we can focus on the complexity of the
firm’s internationalisation and have an in-depth examination of critical opportunities
during the process (Dubois and Gadde 2002; Piekkari and Welch 2011). Secondly, as a
historical case, we are able to study different phases of the firm’s internationalisation, as
well as the surrounding network and events that might play an important role in shaping
the opportunity (Burgelman 2011; Jones and Khanna 2006; Pettigrew et al. 2001).
Lastly, the theoretical approach to the opportunity development underscores path
dependence, and by utilising a single historical case, the temporality element that is
essential to the process can be preserved (Rowlinson et al. 2014; Welch and
Paavilainen-Mäntymäki 2014).

Research object

We purposely chose to study Elekta, a Swedish medical device manufacturer, as a
single historical case to investigate how firms develop opportunities over time in the
foreign market. Founded in 1972 by Professor Lars Leksell at the Neurosurgery
Department of the Karolinska Institute in Stockholm, Elekta is a world leading medical
equipment group, focused on developing non-invasive or minimally invasive technol-
ogy for cancer and brain disorder treatment. Its main products include the Leksell

OpportunityNetwork position

Recognition

Exploitation

Fig. 1 The conceptual model of opportunity development in foreign market networks
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Stereotactic System, Gamma Knife and Linear Accelerator (Linac). Despite its rapid
international expansion throughout the 1980s, Elekta remained as a small, young
entrepreneurial firm (Levin 2006). China has grown to play a significant role in the
internationalisation of Elekta over time. Elekta began exports to China in 1982, and
China was also one of the first few markets where Elekta sold the Gamma Knife in the
early 1990s. Since 2000, Elekta has established a production subsidiary in China and
grown to become the market leader in China’s Linac segment. Currently, China is
Elekta’s second largest market globally and the third largest operation base in terms of
number of employees (Elekta 2014).

Data collection

To uncover and trace the historical events over time, we utilised both archival and
interview data to reconstruct Elekta’s history of market entry and expansion in China
between 1980 and 2010 (Easton 1995; Mintzberg 1977; Kipping et al. 2014). In
contrast to studies that treat history as background information, or use it for the
purpose of triangulation (Eisenhardt 1989; Yin 2003), the use of archival data is
instrumental in this study. It not only allows us to cover a much longer period of
time with sufficient details, such that processes of change can emerge (Welch 2000),
but also serves to preserve the history of the actors, activities and events (Decker
2013). Following Farjoun’s (2002) suggestions, archival data was sourced from
company archives, annual reports, meeting notes, industry and trade journals, gov-
ernmental announcements found in public records and policy documents, laws and
regulations, as well as Chinese and foreign media. The archival data collected in this
study falls into two categories: the first is for establishing Elekta’s
internationalisation to and within China, and the second refers to the critical events
that took place in China’s medical device industry. We also assessed the quality of
archival data by examining the authenticity, credibility, representativeness and mean-
ing (Welch 2000).

Moreover, we collected interview data to strengthen the interactive and contem-
porary aspect of the study (Welch 2000) and to supply the necessary story behind
the history and supplement the lack of emotion in the archival data (Piekkari et al.
2010). Six face-to-face, semi-structured interviews were conducted between 2010
and 2013 with key and supporting informants from among Elekta’s Chinese sub-
sidiaries, Chinese customers, and its Swedish headquarters (Appendix). The inter-
view questions focus on the strategic decisions behind Elekta’s on-going market
entry and expansion in China (e.g. Who was the person initiating the decision?
What kind of evaluation had been done before the decision?). The key informant
approach is deemed suitable as Chinese business practices strongly emphasise
hierarchy (Tan and Nojonen 2011), and strategic information therefore tends to be
controlled by a few decision makers who normally occupy upper management
positions (Coviello 2006; Ellis 2011). These interviews lasted between 40 and
180 min, and were conducted mainly in informants’ offices or places that were
convenient for the informants. They were conducted in English or Chinese, digitally
recorded and later transcribed. The interview added a real-time dimension to this
study, which enabled the research time to coincide with case time
(Blazejewski 2011).
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Coding and analysis

Interviews and archival data were coded with King’s (2004) template coding method to
enable flexibility during the coding process, as well as reflexivity for research themes to
emerge. We followed Langley’s (1999) suggestions to process the data with various
analyses. Firstly, we applied the narrative method to chronologically explain the market
of the case firm and show linkages among activities, actors and events (Pettigrew
1990).

From the narrative, we identified four critical opportunities, which make up the sub-
cases that are analysed. We perceived four opportunities as critical in the
internationalisation of Elekta. They include how Elekta:

1. Began to export medical devices to Chinese Hospitals;
2. Found a production subsidiary and global sourcing centre;
3. Acquired Beijing Medical Equipment Institute (BMEI) and developed a new Linac

(Elekta Compact); and
4. Developed a distributor network across China and began to sell the Linac and

Gamma Knife in China’s smaller interior cities.

These four critical opportunities correspond to several of Schumpeter’s loci of
change (1934): finding market and customers, organizing production in a new way,
re-organizing the firm, developing new products and finding new suppliers and new
ways of organizing sourcing (Table 1). In the following section, we present the four
opportunity cases and analyse how Elekta recognised and exploited them. Furthermore,
we map Elekta’s network in order to present the relationships between Elekta and other
local actors and thereby also visualise Elekta’s network position.

Case empirics and analysis

Opportunity 1

Network position and opportunity recognition

Elekta has no previous contact in China when the country initiated its Open Door
Policy in 1979, which manifests an opportunity characterised as an unexpected change.
Elekta comes to recognise the demand from Chinese hospitals for upgrading medical
technology, and they receive an unsolicited order for the Leksell Stereotactic System in
1982. Elekta is ignorant about the development in China and has no relationships with
the customers. Their receipt of this order is serendipitous and not the result of a
deliberate strategy or strong position in the Chinese network.

Elekta becomes aware of the interest from Chinese hospitals for its Gamma Knife a
few years later. Not only is the Gamma Knife the first of its kind in the market at this
time, but also Elekta is the only producer in the world. In 1991, a Chinese hospital
sends a delegation to visit Elekta in Sweden indicating the intention to purchase a
Gamma Knife. In the next 3 years, Elekta receives orders from China for 13 units of the
Gamma Knife. At the time, there are only 65 existing units of the Gamma Knife
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worldwide, and roughly one fifth of them have been sold to China. Elekta estimates
potential sales of more than 100 units of the Gamma Knife in China, and believes
China Bwill be a large market for its neurosurgery equipment as the country’s medical
facilities upgrade their technological capabilities^ (South China Morning Post 1994).

It can be argued that Elekta recognises the opportunities through discovering the
demand from the Chinese hospital for its advanced medical device after the changes of
the policy and regulation in China. Elekta has little knowledge about the Chinese
market and no existing relationships with these customers prior to this discovery.

Opportunity exploitation and network position

After receiving unsolicited orders for the Leksell Stereotactic System from Chinese
hospitals, Elekta exports the system directly from Sweden to the customers in China.
While there is certainly interest in Elekta’s device from China (Du et al. 1995; Meng
1990), sales of the Leksell Stereotactic System are not significant. In the beginning of
the 1980s, there are only 200 neurosurgeons who would use the stereotactic system in
all of China (Xu 1990), so the demand for the stereotactic system is limited. Addition-
ally, there are competing stereotactic systems available in the market, including a
stereotactic system invented in China (Wu et al. 2005; Xu et al. 1978). Elekta’s Leksell
Stereotactic System may present certain authenticity, but the stereotactic system as a
whole is a mature product and there is little difference in designs between competitors.

When Chinese hospitals begin to show interest in Elekta’s Gamma Knife, Elekta is
being recognised as a player for more than the company that sells the stereotactic
system. Elekta establishes a sales office in Hong Kong in order to look after business in
the Asia Pacific region. The first unit is sold to Shanghai’s Hua Shan Hospital in 1992,
and 12 additional units are ordered by other institutions in the following 3 years. These
Gamma Knives are exported directly from Sweden. Seeing the potential growth of the
export, Elekta establishes a Representative Office in Beijing.

Elekta’s optimism in making China a large market is shattered when the Ministry of
Health (MOH) and other governmental agencies in 1995 issue a prohibition to stop
hospitals from making purchases of Elekta’s Gamma Knife. This is an attempt to
control Chinese hospital’s insatiable appetite for buying expensive medical devices.
Various levels of government own Chinese hospitals and they depend on governmental
funding to purchase medical devices. Later, a new regulation requires hospitals to
obtain permission from the MOH prior to making any purchase of the Gamma Knife
and other imported, large and expensive medical devices. From 1996 to 2008, Elekta is
not able to sell any more units of the Gamma Knife to China. Therefore, the initial step
towards the Chinese market network is wiped out and instead of making progress
towards becoming an insider Elekta finds itself still being an outsider.

Another setback for Elekta and the sales of the Gamma Knife is when the Chinese-
made version of the Gamma Knife (known as the Gyro Knife) appears in the market in
late 1994 (SP LAB 2011). The Gyro Knife is the result of reverse engineering done on
the imported Gamma Knife by a group of Chinese and represented a simplified version
of this medical device (Outlook Weekly 2009). Elekta’s Gamma Knife used 201 cobalt
gamma rays, while the Gyro Knife used only 30 (Zhang 2009). With a cost one tenth of
the Gamma Knife, the Gyro Knife was especially attractive to cash-strapped Chinese
hospitals. Since it is produced locally, there is also no need to obtain machine
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importation permission from the central government. Sales of the Gyro Knife grew
quickly during Elekta’s absence from the market. By 2010, the Gyro Knife was estimated
to make up 90 % of the 220 units installed in Chinese hospitals (SP LAB 2011).

Throughout this opportunity development, both the recognition and exploitation are
handled either by the Swedish Headquarters or Hong Kong Sales Office, which
experience very little modification to the existing sales process. The products are also
directly exported from Sweden and require very minimum adaptation to the host
market. The decline of interest, increasing competition, and particularly changes of
regulations in a later stage stop Elekta’s further exploitation of the opportunities. Elekta
has a limited network in China’s medical device industry (Fig. 2). Since all the export
products are manufactured in Sweden, Elekta has no supplier in China. Both Elekta’s
headquarters and Hong Kong Sales Office are located outside China, and Elekta’s
direct presence in China has only begun in late 1995. The relationships with the
Chinese customers are less committed due to the nature of export. As such, Elekta
could be considered an outsider of the Chinese medical device industry.

Opportunity 2

Network position and opportunity recognition

In 1997 Elekta acquires Philips’ Radiation Therapy (RT) Division and its main product
Linea Accelerator (Linac). Elekta soon becomes aware that the production cost for the
special patient bed belonging to this product is too high to be competitive. Elekta starts
to reconfigure Linac’s production chain and through Elekta’s Representative Office in
Beijing, it recognises the opportunity to move the production of Linac’s patient bed
from The Netherlands to Shanghai. At this time, Elekta is still in a position of being
outside the Chinese network and has great uncertainty about investing in China due to
sales of the Gamma Knife to China remaining restricted. As the opportunity to cheaply
manufacture the patient bed is being recognised through the office in Beijing, it can be
categorised as created more than as a discovery.

Furthermore, Elekta’s production of patient beds in China enables it to work with
local suppliers. Till this point, Elekta had only contracted local suppliers to produce
simple devices and equipment to be integrated into the patient bed, but they now see the
opportunity to engage Chinese suppliers on behalf of Elekta’s production units
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elsewhere in the world. Elekta discovers the potential to include these local suppliers
into its global supply chain.

Opportunity exploitation and network position

For the purpose of starting up production of the patient bed, Elekta sets up an office in
Shanghai and identifies two former state-owned electronics manufacturers (Shanghai
Jinling and Shanghai Huelong). It enters a joint venture (JV) agreement with these two
manufactures to establish Shanghai Elekta Oncology Systems (SEOS) in 2000. Since
the Open Door Policy, China has permitted foreign direct investment (FDI), and there is
no particular regulation required for foreign medical device manufacturers to form a JV.
But Elekta considers it may be necessary to obtain experience from the local firms,
since it knows little about the local suppliers. While Elekta’s decision to relocate the
manufacture of Linac’s patient bed to China is assumed to increase cost competitive-
ness, it also argued the move would Bstrengthen Elekta’s overall presence in China^
(Interview with the Chairman of the Board of Directors, Elekta AB, 2013).

According to the JV agreement, Elekta holds a 60 % share of the business unit
and is responsible for providing technical knowledge for production of the prod-
uct, which would be exported and sold internationally as part of the Linac. Two
Chinese partners control the remaining 40 % and are responsible for factory
management and contracting local suppliers. Elekta soon realises that its partners
are more focused on making sure Elekta does not cheat on them, than supervising
and ensuring smooth operations in the factory. Therefore, Elekta decides to buy
out its JV partners and to make SEOS a wholly owned subsidiary. Additionally,
Elekta brings in professional management and quality control and gradually
improves SEOS’ operational efficiency. In 2005, SEOS is fully integrated with
Elekta’s global manufacturing network and becomes the sole production base for
the Elekta Linac patient bed worldwide.

Elekta decides to expand its sourcing activities in China. After China’s WTO entry,
it becomes much easier to import and export goods across the border. Elekta begins by
sourcing simple materials, such as metallic tubing, and gradually expands to more
sophisticated modules and systems. As the volume increases, Elekta decides to
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establish a global sourcing centre, in order to source systems for its global factories.
The exploitation of these opportunities enables a direct connection between Elekta and
its local suppliers due to its sourcing operations (Fig. 3), and this change has further
taken the company from an outsider position towards that of an insider.

Opportunity 3

Network position and opportunity recognition

By 2006, Elekta has gained a strong position in the network. On the one hand,
Elekta’s China subsidiary has established strong relationships with local sup-
pliers as it continues sourcing materials for its global productions, but it also
forms connections with local hospitals. The investment in production of the
Linac’s patient bed in China demonstrates Elekta’s long-term strategy through
which Elekta is gaining a better understanding of the competence of the
Chinese manufacturing industry.

On the other hand, the closer connection with local suppliers and an insider
network position facilitates Elekta’s understanding of the current market condi-
tions. Elekta perceives that the market is growing, as Medical Physicists have
doubled in number compared to a decade ago, and installations of the Linac
triple. As the economy has grown, people have become more aware of the
threat of cancer, and most importantly, are beginning to have the resources
needed to seek treatment. Elekta believes there is room for the Linac industry
to continue to grow, as China has only 0.7 Linac units of per million people,
which is still behind the two to three units per million recommended by the
World Health Organisation (WHO). Additionally, the cost advantage it has
achieved through this production, has allowed it to make headway in compe-
tition with both international and domestic Linac producers.

Elekta needs to further strengthen its position in the Chinese Linac indus-
try. The customer base for the Linac is rather stable, and there are only three
international and two domestic Linac producers competing in the market. The
international producers (i.e. Elekta, Varian, and Siemens) focus on the premi-
um to medium segment of the market, while the lower-end segment is
occupied by two Chinese producers, including Beijing Medical Equipment
Institute (BMEI) owned by Beijing Pharmaceutical Co., and Shandong Xinhua
Pharmaceutical Co. They are run like traditional state-owned production units;
even though they both possess their own technology through collaboration
with local research institutes and hold 80 to 90 % of the lower-end segment
of the market, they lack efficiency and are losing money.

The fact that Elekta both produces and serves so many customers means that
when BMEI is put up for sale in 2005, the Chinese government informs Elekta
about their intention to sell off the unprofitable state-owned enterprise. Thanks
to their positions in the market, Elekta, Varian and Siemens are all invited to
submit a proposal to acquire an 80 % share of BMEI and become Beijing
Pharmaceutical’s JV partner. Despite its negative JV experience in the past, and
the fact that acquisition also means significant financial and technological
investment, Elekta sees investing in BMEI as a way to become part of the
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Chinese Linac industry. Owning BMEI would enable Elekta to transform its
import-led business to one built completely on local manufacturing. Given the
size of the Chinese market, Elekta argues it Breally had to be part of the (local)
establishment^ (Interview with the Chairmen of the Board of Directors, Elekta
AB, 2013). Elekta fights off the other two international Linac producers and
wins the bid to acquire BMEI in 2006.

Network position and opportunity exploitation

Elekta immediately relocates the production of some Linac components to
BMEI. With assistance from SEOS, BMEI is quickly turned around and
managed with efficiency and quality in mind. Exploiting BMEI’s factory ca-
pacity is a cheaper and faster solution than building a new manufacturing
facility. BMEI’s research capability is also quickly integrated with Elekta’s
Oncology R&D lab in the UK, and a new Linac named the Elekta Compact
is invented in 2008. The Elekta Compact is positioned as a cost-effective
treatment system that satisfies fundamental radiation therapy requirements for
start-up facilities. It targets the medium to lower segment of the market and
fills the gap in Elekta’s product portfolio. The Elekta Compact gains approval
from SFDA in 2009, and more than 100 units are installed in Chinese hospitals
over the next few years. Elekta Compact also proves to be popular in other
emerging markets such as India and Mexico, and even attracts customers in
developed markets, as many European radiation therapy clinics find the Elekta
Compact to be a more affordable option following the financial crisis and
tightening of medical budgets.

By acquiring BMEI, Elekta becomes further integrated into China’s Linac
network in terms of the direct relationships they establish and the actors they
connect with (Fig. 4). BMEI’s relationships not only enable Elekta to access
production facilities and technology, but also through these, Elekta develops
relationships with new customers, and Chinese research and academic institutions.
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This acquisition also enables Elekta to access BMEI’s existing customers, many of
who are in the process of upgrading their Linac units. Some of these hospitals still
use Elekta’s basic Linac (e.g. the Elekta Compact), while others are persuaded to
upgrade to Elekta’s premium products. Elekta also develops relationships with
research institutes and academia through BMEI’s existing relationships. Many of
BMEI’s researchers come from renowned research institutes and possess connec-
tions with other academic institutions and government officials. Tapping into these
research and government networks provides Elekta better access to information
about the Linac industry.

To further enhance this network, Elekta begins to provide scholarships to
prestigious universities with medical physicist programs, such as Tsinghua
University and Wuhan University. These activities contribute to a positive
reputation, as Elekta is seen as a partner of the growing Chinese medical
device industry. After this acquisition, Elekta’s employee numbers in China
grow to 336, representing one eighth of the global workforce, and making
the subsidiary the third largest business unit. Elekta and BMEI together control
more than 42 % of the market for Linacs in China.

Opportunity 4

Network position and opportunity recognition

Elekta relies on a small and centralised sales team to sell the Linac. This team is mainly
based in Shanghai with a few people in Beijing and Guangzhou to handle the marketing
and sales activities. This team works with hospitals to assist them to purchase the
Gamma Knife or Linac. The purchasing process normally takes 12 to 24 months to
complete, and this gives Elekta multiple chances to interact with these hospitals and
decision makers, which means that the interaction is intensive and the relationships
formed with the customers are rather strong. Elekta’s sales people are involved from the
initial planning process, and their advice is considered to be valuable for the decision
makers as for many of them, a Linac or even a Gamma Knife is one of the most
expensive purchase investment decisions they ever make in their career. These ma-
chines are meant to operate for ten to fifteen years, therefore it is important to choose a
good quality product as well as a supplier with a good reputation and service attitude.

Over the years, this sales team serves and maintain good relationships with China’s
top 150 hospitals. These prestigious hospitals are financially independent and seldom
require government funding to support their purchase of expensive medical devices.
They are also located relatively close together in the coastal areas, making them easily
managed by the team. Occasionally, Elekta also works with local distributors on an ad-
hoc basis. If a distributor has a customer, Elekta works with them on the basis of a one-
time distribution agreement and prefers to develop direct relationships with the cus-
tomers. Even after the acquisition of BMEI, the sales team still controls most of the
sales and relationship building activities.

China introduces a Healthcare System reform bill in 2010, and the government
begins to distribute medical resources to second- and third-tier hospitals located in
smaller interior cities with the intention to bring affordable healthcare to more people
across a wider number of regions. Previously, only hospitals located in coastal regions
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were able to afford the expensive machines, but this reform means that hospitals in
China’s interior regions can also purchase premium medical devices. Elekta decides to
expand the market for the Gamma Knife and Linac in these interior cities, but its
centralised sales model cannot cope with this expansion. BIn the past, Elekta might only
need to contact the top 150 hospitals and it could cover all the potential. But in the next
five years, it can be 350 hospitals, and how can we have the coverage for the remaining
200 hospitals?^ (Interview with the CEO, Elekta China, 2011).

Network position and opportunity exploitation

With the enlargement of the market and the geographically dispersed base of customers
after the healthcare reform, serving hospitals in China’s interior cities is extremely
difficult with the existing team and resources. Elekta realises it would take too long to
build its own sales team to cover this vast territory, and thus it begins searching for
regional distributors for collaboration. From previous experience working with regional
distributors, Elekta knows that some of them share similar goals and organisational
culture. Elekta looks for distributors that put emphasis on long-term relationship
development. During the period between 2011 and 2012, Elekta identifies two regional
distributors through its existing network and begins working with them through
exclusive regional distribution agreements. Elekta trains the regional distributors,
which are supposed to contact second- and third-tier hospitals. When a hospital decides
to purchase a Linac or a Gamma Knife, both Elekta and the distributors provide
assistance in the purchasing process.

Elekta continually serves the top 150 hospitals and maintains the relationship
directly with them, but the relationships with regional distributors enables Elekta to
reach hospitals in China’s more remote cities without expanding its existing organisa-
tion. Elekta’s relationships with the second- and third-tier hospitals are indirect during
the purchasing, but are transformed to direct relationships once the Linac or Gamma
Knife is installed. Elekta strengthens its position in the Chinese network where it can
sell its products (Fig. 5). Elekta maintains direct control of the installation, service and
maintenance, as the distributor might not have enough capability, but Elekta also
believes these relationships provide important information.
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Discussion

The four opportunities present the internationalisation of Elekta in light of opportunity
recognition and exploitation. The firm’s network position changes over time as a
consequence of opportunity exploitation, which in turn makes the firm recognise new
opportunities. The opportunities represent different developments. The first is
characterised by a weak network position, which is manifested in ignorance about
the business network in China. Although Elekta’s knowledge about the Chinese market
is limited, Elekta discovers an opportunity to export when Chinese hospitals initiate
contact. From an outsider position Elekta has limited relationships to firms in the
Chinese network. These are only more or less distant indirect relationships with only
limited commitments, and the opportunities being recognised do not include combina-
tions of their own and others’ resources. By doing this, Elekta takes the first step in
gaining a position with few and weak relationships in the network. The exploitation of
the opportunity mainly leads to an expansion of the firm’s network. This observation
indicates that the weaker the network position (i.e. when the firm holds an outsidership
position), the more likely it is that opportunities are recognized through discovery
rather than creation. A second conclusion that we can draw from this opportunity is
that, the more the opportunity recognized is made through discovery, the more the
change of the network position is characterized by expanding the firm’s network, rather
than strengthening its existing network.

The second opportunity starts from Elekta holding a somewhat stronger network
position. The relationships are weak, but the network mediates information about the
opportunity exploiting low labour costs. As such, Elekta acts on this and forms a joint
venture, which is an opportunity development that is closer to creation than discovery,
even if Elekta still is rather ignorant about the network. The partners in the network are
initially important for the exploitation. The opportunity exploitation results in Elekta
strengthening its network position. At the same time, this opportunity also results in
Elekta developing new relationships to various suppliers. Consequently, Elekta’s net-
work also expands.

The third opportunity contains two elements: acquisition of BMEI and development
of a new Linac. Here Elekta’s network position is a prerequisite. The position gives the
impression that Elekta is a legitimate firm with a long-term view on China, which is
necessary in order to come in contention as a future owner of BMEI. The network
position, which is strengthened through the acquisition, also provides Elekta with the
information that there is a need to update and to develop a new Linac. These
opportunities are characterised as creations rather than discovery. Elekta has the
knowledge and the opportunities are not recognised through surprise or luck. Instead
both recognising and exploiting the opportunity involve several actors and extensive
interactions and communications. The acquisition of BMEI and development of the
Linac primarily result in a stronger network position, but the exploitation also means
that Elekta’s network of relationships is expanded. Based on the second and third
opportunities, we propose two conclusions. The first is that the more the opportunity is
created, the more the exploitation involves both the firm’s direct and indirect relation-
ships. Moreover, we argue that the more the opportunity exploitation is a result of
creation of opportunities, the more it tends to lead to both strengthening and expansion
of the firm’s network position.
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The fourth opportunity development starts from a strong insidership position, but in
this case, the development is not initiated from other firms or organisations. Instead, it
is a proactive strategy, which means that Elekta and the new distributors create an
opportunity together. Thereby Elekta deliberately uses its network position in order to
reach and exploit opportunity beyond its direct relationships. The weak relationships
that are developed with both the distributors and the hospitals indicate a network
expansion.

Consequently, when the firm has an insidership position, the opportunities are
created rather than discovered. Exploitation of opportunities in a network where the
firm has a strong insidership position requires coordination of several of the firm’s
relationships. In line with this, the stronger the firm’s insidership position in the
network, the more the strengthening requires expansion and vice versa. Thus, these
two results of the exploitation are difficult to separate, when the firm has an insidership
position.

The revised Uppsala model (Johanson and Vahlne 2009) argues that in terms of
the development of opportunity, past literature exaggerates the role of serendipity
leading to discovery, and neglects exploitation of opportunities. These cases
demonstrate that by not delimiting opportunity to recognition, and by following
the assumption that firm operates in networks, path dependence is a consequence.
We observe that our understanding of opportunity development increases if we
apply a network perspective on internationalisation. Opportunity discovery is
likely to be essential in a process where knowledge and relationships in the foreign
market are absent. When a position in the foreign market network is developing,
the boundaries for which opportunities are recognised can be observed, and it is
evident in the three latter cases. Opportunities are recognised and thus mediated by
the network. Instead, Elekta involves its relationships when exploiting the oppor-
tunities by coordinating and integrating network elements. The cases also show
that exploitation tends to lead to a stronger insidership position. In some of the
cases, this mainly implies expanding the network by adding more relationships, while
in other cases strengthening the existing relationships is the main driver in the process
of achieving an insidership position.

Conclusion

In this study, we set out to understand how network position (i.e. being an outsider vs.
an insider) affects the firm’s ability to recognise and exploit opportunities in the
internationalisation. Additionally, we also look at how opportunities are exploited by
the firm relate to each other over time. Drawing theoretical foundation from the latest
Uppsala Model (Johanson and Vahlne 2009), we propose a conceptual model to explain
the opportunity development in the network. We argue that opportunity development in
the network consists of recognition and exploitation; the latter is done very much by
building business relationships in the foreign market, and thus developing a network
position and becoming an insider. Further, it can therefore be said that network position
makes up the foundation for which opportunity the firm recognises, and that there is a
path dependence between opportunity recognition and exploitation. A firm can only
exploit the opportunities that are being recognised, and it can only recognise further
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opportunities from what it has exploited. Put differently, the firm can only recognise
opportunities that are visible from its current network position, which in turn is a result
of its exploited opportunities.

Our study contributes to the knowledge of the internationalisation by demonstrating
the relatedness between opportunity recognition and exploitation over time (i.e. the
path dependence). By applying the network position concept, we illustrate the prereq-
uisite for firms to recognise and exploit opportunities during different phases of the
internationalisation, in the transition from outsidership to insidership.

We also see there is good potential for future studies to tackle the dominance of the
path dependence in opportunity development, in particularly to its potential negative
impact (i.e. the lock-in process). Path dependence is said to be an Bunavoidable by-
product of a beneficial relationship^ (Johanson and Vahlne 2009, p. 1418). Yet, when a
firm is locked-in because of the interdependence created in the past (interpreted as path
dependence), the variety of opportunities it potentially may develop can be dramatically
reduced. In other words, firms lose flexibility and become rigid in their strategy
deployment. For firms operating in turbulent markets (e.g. typical of emerging mar-
kets), lack of flexibility may be threatening to their long-term survival. Once promising
opportunities may disappear unexpectedly, and firms may face difficulties to break out
of the locked-in position. Further research may investigate firms experiencing lock-in
as insider of a network and how it may affect the opportunity development in the
internationalisation.
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Table 2 List of the Interviews with key informant

No Interview date and time Informant position and company

1 October 22, 2010/10:30–12:00 CEO, Elekta (China)
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