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Abstract
Building on the knowledge-based view and network perspectives, this paper explores the relationships between knowledge, networks and firm performance. Using a unique, hand-collected dataset of 353 SMEs of returning entrepreneurs and 358 local entrepreneur-owned SMEs from Zhongguancun Science Park in China, we find that the SMEs of returning entrepreneurs perform better than those owned by local entrepreneurs due to their technological and commercial knowledge as well as their international entrepreneurial orientation. Our results show that international networks positively affect firm performance in high-tech industries. Our findings indicate that returning entrepreneurs take competitive advantages through utilising their intangible assets and international networks to exploit business opportunities and development in an emerging economy.

Keyword: Knowledge-based view, Social capital and International networks, Entrepreneurial international orientation and Business performance
1 Introduction
International human mobility has recently increased significantly, and two-way flows of human capital between emerging economies and OECD countries have become a new phenomenon. For example, more than 275,000 overseas Chinese scientists and students had returned to China by 2006. Among these, 5,000 returnees have set up 2,000 new high-tech firms in Zhongguancun Science Park (ZSP), China’s Silicon Valley
. Returnees are defined here as scientists and engineers, or students who were trained or studied/worked in the OECD countries, and returned to their native countries to start up a new venture. Taiwan and South Korea have benefited enormously from this trend. Migrants returning from overseas have played an important role in the economic development of Taiwan and South Korea (Saxenian 2001; 2005).
However, only a few comparative, descriptive studies have been carried out on the issue.  Although Saxenian (2002) has examined the role of trans-national entrepreneurs in transforming the global organization of semiconductor production in Silicon Valley, Hsinchu Science Park in Taiwan and Science Park in Shanghai, very little is known about how the backgrounds and characters of returning entrepreneurs affect the performance of their ventures. There is a lack of formal evidence showing to what extent returnee-owned firms confer a substantial competitive advantage compared with local entrepreneur-owned firms. What are the differences in performance between returning entrepreneur and local entrepreneur-owned firms? 
We aim to fill these gaps by examining the performance of returning entrepreneur-owned firms compared with local entrepreneur-owned firms in ZSP. Specifically, we identify how knowledge and social capital factors of returnee entrepreneurs influence firm performance. 

China provides an excellent opportunity to examine these issues. The Chinese government has designed various preferential policies to attract Chinese overseas talent as “developing an adequate scientific, technological and business environment will provide rewarding opportunities for the return of individuals who have upgraded their skills abroad” (OECD Observer, 2002). Following the collapse of the doc-com boom in the late 1990s, the United States and other developed countries have become less attractive than some large emerging economies, such as China and India, where new entrepreneurial opportunities are associated with exploiting a relatively low-cost skill base and targeting the potentially vast domestic marketing. Therefore, it is not surprising that China has attracted a large number of talented returnees. This group of returnees is usually attracted to science parks where inducements to the establishment of high-tech firms including tax incentives, cheap office space, start-up loans, venture capital, advice centers and other incentives for new start-ups are available (Li, Zhang and Zhou, 2004). 
In this paper, we consider returning entrepreneurs in China as one particular group and compare them with home-grown entrepreneurs. Both groups studied are based in ZSP in the same business environment. Using an integrated framework which embraces a knowledge-based view (KBV) and social capital theory, we investigate the interaction of internal and external factors in terms of the combination of technological knowledge, commercial knowledge and networks, and their effects on entrepreneurial venture success. The results provide new insights into whether these intangible assets play an important role in high-tech industries. In particular, the findings advance our understanding of whether complementary resources can be a new source of sustained competitive advantage in high-tech industries. 
The following section situates our analysis in the literature of KBV and social capital theory before developing our hypotheses. This is followed by a description of our data and methodology, while the subsequent section presents and analyses the empirical results. We then discuss our findings and finally conclude with policy and managerial implications.

2 Theory and Hypotheses
In this study, we employ a combined research framework, namely the KBV and social capital theory. The KBV proposes that knowledge is the firm’s most valuable strategic resource and the principle basis for creating competitive advantages. Knowledge is created and stored within the individuals. The primary role of the firm is to apply the knowledge to the production process of goods and services, and its source of unique advantage rests in its ability to integrate the knowledge of different individuals (Ghoshal and Moran, 1996; Grant, 1996a). The possession of advanced technology and commercial knowledge is the essential tool for the successful development of technology-based firms in emerging economies. We expect that the business performance of entrepreneurial ventures will be driven and distinguished by the combined characteristics that they have developed in the past. 
Entrepreneurs not only depend on internal knowledge sources for business success, but also need to be able to obtain knowledge and business information externally within the firm’s networks and through human relations. Social capital theory places a greater emphasis on human relations and on the elicitation of tacit knowledge in the context of the global economy. Specifically, social relations underline the links between social capital and access to resources including both interpersonal relationships and the resources embedded in the relationships. It can be regarded as an intangible resource that is difficult to replicate, thus providing start-ups with a significant advantage (Burt, 1992; Lin, 2001; Peng and Luo, 2000). Such social capital is particularly important to many small firms as it provides access to information and resources not available internally, as found in some studies (Davidson and Honig, 2003; Peng and Zhou, 2005). 

Social capital in the form of networks is viewed as the relational and structural resources attained by individuals/firms through a network of social relationships (Adler and Kwon, 2002; Cooper and Yin, 2005). The commercial working experience of returning entrepreneurs may be associated with the development of international business networks. Returning entrepreneurs who have developed social capital in the form of international networks can act as a bridge between the Chinese context and international markets. Zweig et al (2005) perceive returning entrepreneurs as ‘trans-national capital’ that result from overseas links, foreign education or training, or trans-national networks. This type of social capital may help returning entrepreneurs access valuable resources, thus enhancing their firms’ business performance. 

Building on these theoretical perspectives, we adopt an integrated theoretical framework to examine the relationship between the characteristics of entrepreneurs and firm performance. In particular, we are interested in how returning entrepreneurs’ knowledge and social networks established abroad affect firm performance using local-grown entrepreneurs as a control group. We explore the issues defined above in two directions. First, international education and working experience not only reflect international entrepreneurial orientation, but also provide returning entrepreneurs with opportunities to access advanced technological knowledge and commercial knowledge abroad. Hence, their firms may exhibit better performance than local entrepreneur-owned firms. Second, we argue that the competitive advantage derived from the integration of technological knowledge, commercial knowledge and social networks plays an important role in business growth. In particular, international networks may help returning entrepreneur-owned firms to grow rapidly. Based on the integrated framework discussed above, we develop a number of testable hypotheses as follows.  
International entrepreneurial orientation and performance 

An international entrepreneurial orientation is associated with innovation, managerial vision and a proactive competitive posture (Covin and Slevin, 1989; Dess et al., 1997; Lumpkin and Dess, 1996). Returnee entrepreneurs may have an international entrepreneurial orientation because of their educational background and experience of working abroad which provide unique entrepreneurial competences and outlook (e.g., Autio et al., 2000; McDougall et al., 1994). Having international entrepreneurial orientation signifies the transformation of scientific and technological knowledge into products and services. Combining international entrepreneurial orientation with other resources such as technological knowledge and commercial knowledge enables returning entrepreneurs to exploit opportunities in both domestic and foreign markets. 

Existing studies show that firms that implement a global mindset have a competitive advantage (Levitt, 1983). Based on their 5-year study of nine of the world's largest corporations by Harvard Business School in the 1970s, the transnational mindset was hypothesized to lead to superior long-term performance (Orly et al., 2007). More recent studies on the interrelationships between an entrepreneurial orientation, markets and business performance indicate that venture performance is positively related to the innovativeness component of an entrepreneurial orientation, a market orientation and learning orientation (Fredric et al., 2006). Therefore, we propose. 
Hypothesis H1: The SMEs of returnee entrepreneurs with international entrepreneurial orientation perform more strongly than local entrepreneur-owned SMEs. 

Technological Knowledge and Performance 

Entrepreneurship often involves the development and application of new technology in high-tech industries. Taking advantage of technological breakthroughs is a driving force in entrepreneurial activity (Schumpeter, 1950). Exploiting what returnee entrepreneurs have obtained aboard is a critical factor driving them to become reverse migrants. Most returning entrepreneurs have had the opportunity to acquire technological knowledge through general education, scientific and technical training, and experience working abroad. The importance of technological knowledge in generating superior performance is widely recognized. In particular, the introduction of new or improved products and processes is widely believed to be a main determinant of competitive advantage, organizational performance and survival (Damanpour, 1991). Recent theoretical and empirical research suggests that it is not the total stock of knowledge, but specific characteristics of the knowledge stock that is important for sustained competitive advantage (Helleloid and Simonin, 1994; March, 1991; Winter, 1987; Christensen, 1993; Henderson and Clark, 1990; Prahalad and Hamel, 1990; Starbuck, 1992). 
Patents are used as an indicator of the possession of technology knowledge. Patents usually are not only considered as a proxy of commercialising the outcome of formal research processes, but also constitute important intellectual property which permit companies to gain full economic value of their ideas and inventions. We expect that patents help returning entrepreneurs exploit niche business opportunities and gain first mover advantages. As a result, patents may enhance firms’ performance. Hence, we propose: 
Hypothesis H2a: The SMEs of returnee entrepreneurs possessing more patents perform more strongly than local entrepreneur-owned firms.   

However, patents do not cover all the outcomes of innovative activity. In particular, patents relate to pre-commercial inventions rather than innovation that can readily be developed into new products. R&D investment consists of searching among various novel and uncertain pathways. R&D activity may develop new capabilities that a firm can use to develop new products. Through complementarities, R&D increases the likelihood that firms will engage in external knowledge sourcing, and hence the likelihood that they will be able to obtain successfully the knowledge necessary for technical innovation. Moreover, R&D contributes directly to enterprises’ knowledge stock and increases innovation intensity. Some studies have found that innovation is a mechanism by which organizations can draw upon core competencies and transfer these into performance outcomes critical for success (Reed and DeFillippi, 1991; Barney, 1991). In particular, new business enterprises, or ‘start ups’, may still depend on in-house R&D labs to take the first innovative steps and create sustainable competitive advantage. Thus, we propose
Hypothesis H2b: The SMEs of returning entrepreneurs with more R&D spending perform more strongly than local entrepreneur-owned firms.  

Commercial knowledge and performance

Depth and breadth of technological knowledge may help nascent entrepreneurs identify opportunities. However, technological knowledge and R&D investment do not guarantee entrepreneurs’ business success (Casson, 2003). A successful new venture requires not only the capabilities to exploit opportunities, but also the skills for managing the venture and commercialising the new ideas. 

The commercialisation of high-tech opportunities will require access to manufacturing and marketing techniques as well as distribution channels. Commercialisation may also require access to other technological developments to create a product that fits customer needs. Hence, successful commercialising of ideas involves bringing knowledge from a variety of sources and effectively meeting performance criteria in terms of discovery, exploration and exploitation of business ideas and opportunities (Patel and Pavitt, 1998; Shane and Venkataraman, 2000, p.218). 

Returning entrepreneurs may have obtained practical business knowledge from either working in a commercial environment or through having started a business abroad. For example, working in MNCs enables them to understand the complexities of global operations, the characteristics of foreign markets, the business climate and cultural patterns (Downes and Thomas, 1999). We argue that the prior commercial knowledge from working in developed commercial markets such as business knowledge, management skills and marketing techniques enables returning entrepreneurs to manage their ventures well in the global context. 
In addition, returning entrepreneurs may also have the knowledge to seek out funding; for instance, to contact venture capital firms abroad which provide funds and professional guidance. Thus, they may have developed transferable expertise in accessing such funding in China as well (Saxenian, 2006). Hence, we propose: 
Hypothesis 3a: The SMEs of returning entrepreneurs who acquired commercial knowledge abroad perform more strongly than local entrepreneur-owned firms. 
Besides advanced technological and commercial knowledge acquired abroad, these returning entrepreneurs also face new challenges in their home country as the overwhelming variety, complexity of business relationships and differences in market conditions require returning entrepreneurs to have local knowledge. This kind of knowledge is specific to each country with regard to language, culture, politics, society and economy (Inkpen and Beamish, 1997; Makino and Delios, 1996). For instance, when running a successful business in any country, entrepreneurs need to understand and have sufficient knowledge of local culture and the business environment. The cultural elements provide a sustainable system of values, beliefs, artifacts and artforms, and help sustain social organizations and rationalize action (Norgaard, 1994). 

Possessing local knowledge can in fact contribute to firm performance. Local commercial knowledge includes local competitors, local laws, the local business climate and the local consumer base. Such commercial knowledge constitutes intangible assets and comprises information about how to access the labor force, distribution channels, infrastructure, raw materials and other factors required for conducting businesses (Makino and Delios 1996). Local knowledge is deeply spatially embedded. It may take time for returning entrepreneurs to learn and/or update their local knowledge (Nonaka and Takeuchi, 1995). Hence, we propose: 

Hypothesis 3b: The local commercial knowledge processed by returning entrepreneurs may moderate their business performance compared with local-entrepreneur-owned firms. 
International networks and performance 

Social capital theory provides the theoretical foundations to understand the impact of the special character of entrepreneurs on firm performance. The theory stresses that social capital in the form of business networks is a powerful tool for entrepreneurs enabling them to gain access to resources and improve their strategic position (Alvarez and Barney, 2001; Hitt and Ireland, 2000). Managers or founders with such social capital are well-positioned to identify and develop opportunities (Burt, 1997). Being embedded in social networks gives entrepreneurs the opportunity to acquire information and ideas, and helps entrepreneurs to establish credibility and access critical resources, including knowledge and technology (McDougall, et al., 1994). For SMEs, knowledge and social capital are positively interrelated because social capital directly affects the combine-and-exchange process and provides relatively easy access to network resources (Nahapiet and Ghoshal, 1998). The interplay of this type of special social capital with knowledge enables firms to realise their new resource configurations, hence create unique competitive advantages (Shane and Stuart, 2002).
We argue that returnee entrepreneurs’ international networks may have an important impact on firm performance by reducing information asymmetries and providing the focal firm with important knowledge and resources. Such social capital-related factors may enable   entrepreneurs to access valuable information and create global value chains to target international niche markets. These factors also provide the resources for returnee-owned firms (Coviello and Munro, 1997; Zahra et al., 2000xe "Johanson and Mattson, 1987"). Davidsson and Honig (2003) find a significant positive association on between social capital and performance. Therefore, SMEs whose owners are heavily involved in networking should outperform SMEs whose owners make limited (or no) use of networks (Havnes and Senneseth, 2001). Hence, we hypothesise
Hypothesis H4: The SMEs of returning entrepreneurs who have established international networks perform more strongly than local entrepreneur-owned firms. 

3 The Sample and Method
To test the hypotheses proposed above, we conducted a questionnaire survey. The sample firms were selected within the largest science park in China, ZSP in Beijing, which has attracted a large number of returning overseas Chinese entrepreneurs. All firms in our sample are from high-tech industries, following the definition of the Ministry of Finance and China National Bureau, comprising electronics and information technology, bio-engineering and new medical technology, new materials and applied techniques, advanced manufacturing technology, aviation and space technology, modern agricultural technology, new energy and high power conservation technology, environmental protection technology, marine engineering technology and nuclear-applied technology. Since returnee-owned firms are a recent phenomenon in China, we limited the sample to SMEs, according to the official Chinese definition, where an SME has fewer than 300 employees, and a total value of sales below 5 million RMB. 

The key informant at firm level is usually the founder/owner/entrepreneur. By applying the criterion of high-tech SMEs founded for around 3-5 years, populations of 1,003 returnee-owned and 1,138 local firms were identified from a list obtained from the management committee of ZSP. A willingness to participate in our survey was indicated by 857 returnee-owned firms and 976 local entrepreneurial firms, representing 85.4% and 85.6% of the population respectively. Postal questionnaires were distributed among these two groups of firms and followed up with random selection phone calls and visits to 84 sample firms. A total of 353 usable questionnaires from returning entrepreneurs (a 41.2% response rate), and 358 questionnaires from local firms were returned (36.7%). 

The questionnaire had been developed through an interactive process of interviewing, drafting and pilot-testing. The questionnaire was translated from English into Mandarin Chinese. Then it was back-translated by two Chinese Professors in Beijing to ensure its validity. A pilot study was carried out in ZSP where two workshops were organized involving groups of 6 and 8 returning and local entrepreneurs who completed the questionnaire and were asked to identify any unclear questions. We modified the questionnaire according to feedback received from the workshops. 

Data was collected on board composition, technological and financial performance, as well as controls such as firm size, industrial classification and the age of the firms. The possibility of non-response bias was checked by comparing the characteristics of the respondents with those of the original population sample. The calculated t-statistics for the number of employees and R&D expenditures of the firms are all statistically insignificant, indicating that there are no significant differences between the respondent and non-respondent firms. The variables used in the estimation are defined as follows: 

Dependent variable
Business Performance (BP) is measured by the entrepreneurs’ satisfaction with their business performance. The problems of measuring firm performance in transition economies are widely recognized, and quantitative and qualitative measures have their own relative merits (Hoskisson, Eden, Lau and Wright, 2000). Financial measures are unreliable in a transitional environment where asset values still rely on historic cost and crude depreciation charges, and the quality of local auditors is variable (Liu, 2005). Similarly, measuring the performance of newer, smaller firms even in developed economies can also be problematical due to the lack of published information. Satisfaction is a fundamental measure of performance for the individual entrepreneur and may bear on decisions about whether to continue or close a business (Cooper and Artz, 1995). Satisfaction-with-performance measures have been shown to possess strong internal consistency and reliability (Chandler and Hanks, 1993; Cooper and Artz, 1995). 
Bearing this in mind, we used subjective performance measures together with exploratory factor analysis to measure the extent to which returnees and local entrepreneurs were satisfied with firm performance in terms of market share, sales growth and the pre-tax profitability of their sales in both Chinese and international markets. The items were measured on a 7-Likert point scale. The results show that these four items - in terms of 1) sales growth in local markets; 2) sales growth in international markets; 3) pre-tax profitability in local markets; 4) pre-tax profitability in international markets - loaded on a single factor with a reliability coefficient of Cronbach's Alpha being 0.847. Satisfaction-with-performance measures have been shown to possess strong internal consistency and reliability (Chandler and Hanks, 1993; Cooper and Artz, 1995; Naman and Slevin, 1993). The correlation between this subjective performance measure and employment growth was 0.56, indicating that entrepreneurs’ perceptions of firms’ performance were in line with employment growth, and they constitute reasonable measures of firm performance in the context of high-tech SME start-ups in an emerging economy.

Independent variables

International entrepreneurial orientation (IEO) is used to measure entrepreneurs’ international vision, management experience, marketing position and risk-taking attitude. This measure is adopted from Knight and Cavusgil (2004). IEO is calculated based on 5 items with a 7-Likert point scale (the Appendix). Its reliability coefficient of the Cronbach's Alpha is .806. We use the number of patents possessed by the sample firms (PAT) to measure technological knowledge acquired, and R&D (RD) expenditure is used to represent internal technological capability. Commercial knowledge is measured by the following items: (1) new commercial technologies; (2) new business ideas and opportunities; (3) new marketing knowledge, and (4) new financial knowledge obtained from a) abroad; b) locally. Hence, the items above are used to construct two composites of commercial knowledge obtained abroad (KI) and locally (KL). The reliability coefficients of the Cronbach's Alpha for these two constructs are 0.7373 and 0.712 respectively. 
The variable of international networks (IN) was created using three questions in our questionnaire. These 7-Likert point questions focused on the degree of importance of three types of networks: (1) business networks established with firms in major markets; (2) business contacts maintained with people in foreign markets; (3) membership of business and professional associations abroad. The reliability coefficient of the Cronbach's Alpha for the variable of IN is .843. 

Control variables
Our sample firms mainly fall into 10 sub-sectors in high-tech industries, including electronics and information technology (42.9% of the sample firms), bio-engineering and new medical technology (12.1%), new materials and applied techniques (7.8%), new energy and high-power conservation technology (4.8%), and others. Therefore, we included industry dummy variables in the estimation equation to capture the impact of industrial sectors on firm performance. Also we used current employee’s numbers to control and test firm size. In addition, we controlled for firm age (years since founding). The proposed hypotheses are tested based on the following equation:
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BP represents entrepreneurs’ satisfaction regarding their firm performance. IEO, KI, KL, PAT, R&D, and IN denote the explanatory variables as described above. Age and industry dummies are standard control variables which are used to differentiate their possible impact on business performance. The Equation is estimated by applying the OLS. In order to investigate in more detail whether the different characteristics of returnee firms and local firms are associated with firm performance, the overall sample is divided into two sub-samples, returnee-owned firms and local entrepreneur-owned firms. We compare the results from the overall sample and two sub-samples. A Chow test is applied to test the equivalence of regression estimates for Equation (1) between sub-samples. If differences between estimations are statistically significant, then the division of the overall sample into two sub-samples is justified. 
4. Empirical Results

Table 1 reports the descriptive statistics for the variables used in the analysis and the matrix of correlation coefficients. As it is shown in Table 1, the average age of the firms is almost five years. The correlations between the variables show the predicted signs and most of the coefficients are statistically significant, providing preliminary evidence for the proposed hypotheses.

TABLE 1 NEAR HERE
We estimated the overall sample first, and then divided it into two sub-samples, returning entrepreneurs and local-grown entrepreneurs. Two specifications for Equation 1 were estimated with and without industry dummy variables. However, the industry dummy variables are not statistically significant in the estimation for different specifications, indicating that firm performance is independent of industry and therefore internal factors are the main driving force for firm performance. The results summarised in Table 2 show that the six hypotheses specified above receive partial support for the overall sample and sub-samples.   
TABLE 2 NEAR HERE
The results from the overall sample in Model I indicate that firm performance is strongly related to in-house R&D (1% level), entrepreneurs’ local knowledge (5% level) and international business networks (1% level). However, other factors such as international entrepreneurial orientation, technological knowledge in the form of patents and commercial knowledge are not significantly associated with business performance. The firms’ age and size is not statistically significant in the estimation, indicating that the performance of high-tech firms is not directly linked with firm age and size. In fact, all these sample high-tech firms are quite young. 
The result of the Chow test is statistically significant at the 1% level (F=2.83 with p=0.01), showing that there are distinctive differences in performance between returnee and local entrepreneur-owned firms, and the regression estimates using a pooled sample may be biased. Therefore, it is appropriate to divide the overall sample into the two sub-samples. Based on the sub-sample of returnees in Model II, the six hypotheses receive most support. The variable of international entrepreneurial orientation is significant at the 5% level, thus H1 is supported. Patents possessed and transferred by returnees from abroad are significant as hypothesized in H2a (1% level). R&D expenditure is positively associated with the performance of returnee-owned firms, which is the same as the result obtained from the overall sample. Hence H2b is fully supported. 

The variable of commercial knowledge obtained aboard by returning entrepreneurs is statistically significant at the 1% level, which produces strong evidence for supporting H3a, but there is no significant association between commercial knowledge obtained locally and firm performance, so H3b is not supported. The possession of international networks contributes to firm performance of returnee-owned firms at the 1% significance level as predicted by H4. 

The results from Model III, based on the sub-sample of local entrepreneur-owned firms, show that there is no significant association between international entrepreneur orientation and business performance. This finding supports H1 as local entrepreneurs may have weak international entrepreneurial orientation. Hence, the business performance of their firms is not as strong as those of returning entrepreneurs. The variable of patents is not statistically significant, indicating that the SMEs of local entrepreneurs perform less strongly than returnee-owned firms due to fewer patents. The variable of R&D investment for both groups is positively associated with their venture performance. 
There is a negative association between the commercial knowledge obtained abroad and firm performance for local entrepreneur-owned firms, but there is a significant association between commercial knowledge obtained locally and firm performance. International networks also positively affect the business performance of local entrepreneur-owned firms. 
5. Discussion and Conclusions
This study is probably one of the first to compare the business performance of two groups of firms with different characters in an emerging economy. We have identified an important phenomenon, returning entrepreneurs. We have provided insightful evidence on how the characteristics of returning entrepreneurs affect firm performance compared with local entrepreneur-owned firms in relation to different types of accumulated technological and commercial knowledge, and the international networks they developed in the past. 
Our finding shows that having international entrepreneurial orientation is important. Based on education and working experience abroad, returning entrepreneurs’ international entrepreneurial orientation is (as hypothesized in H1) significantly and positively associated with firm performance. Nonaka (1991) states the essence of innovation is to “recreate the world according to a particular vision or ideal”. The international vision of returning entrepreneurs reflects an innovation-focused managerial mindset that levers the competitive advantage of their firms and maximizes business performance. The entrepreneurs who have international vision make the leap into international markets due to their unique entrepreneurial competence (Autio, et al., 2000; McDougall et al., 1994). Their international orientation is reflected by the firm’s overall innovativeness and proactiveness in the pursuit of both domestic and international markets (Knight and Cavusgil, 2004), in particular, it becomes a important factor for transnational entrepreneurial firms.   

Knowledge is the most important resource, and the integration of individuals’ specialized knowledge is essential to business success (Conner and Prahalad, 1996; Grand, 1996a; Nelson and Winter, 1982). In particular, tacit knowledge is embedded in individuals and cannot be expressed explicitly or codified in written form (Nonaka, 1994). The availability of academic technological knowledge is found to be important in the growth of returnee ventures through knowledge transfer (patents) and R&D investment. The support for these two hypotheses H2a and H2b is consistent with the special features of returning entrepreneurs who are well-stocked with patents from abroad and subsequently are rewarded with a positive performance outcome. 

We find that commercial knowledge accumulated from abroad positively affects the business performance of returnee-owned firms. This result suggests that returned entrepreneurs have played an important role in transferring commercial skills as well as technological knowledge. It supports the view that returnee entrepreneurs have developed human capital related to how enterprises abroad work in the international context, which helps returnees develop their own businesses in China. The support for the hypotheses H3a reflects the special features of returned entrepreneurs to compare with local firms only able to access local knowledge, which may limits firm development. Therefore, the finding also supports the Chinese government’s policy why aims to attract overseas Chinese back to the country. Returnees not only brought physical capital back to their home country, but also human and social capital which they accumulated abroad. This type of human and social capital positively affects their performance as shown in the results. 
Our finding suggests that international networks are an important factor affecting the performance of both returning and local entrepreneur-owned firms. One important aspect of Chinese returning entrepreneurs is that they have well-established networks in major global markets, such as the US and EU. This kind of international network enables them to access valuable information and create global value chains to target international niche markets. Hence, international networks have contributed to firm performance. The significant result for the sub-sample of local firms may reflect the fact that local entrepreneur-owned firms not only produce and provide products and services to the home market, but also extend their business to international markets. Our finding indicates that engaging in international business may also help local firms generate high levels of sales and profits. 

Our study makes a number of contributions to understanding the relationship between firm performance, knowledge and social capital in emerging markets. First, we develop a complementary approach which combines technological knowledge and commerce knowledge. This perspective may be extended usefully to other emerging economies where returning entrepreneurs have also increased substantially. Our findings suggest that intangible assets and knowledge play an important role in high-tech industries. Second, our investigation contributes to the KBV and network literature by linking knowledge and social capital together. These two types of complementary resources enable returning entrepreneurs to establish an effective mechanism to integrate knowledge into business activities and gain sustained competitive advantage in high-tech industries. Hence, the findings shed light on the relationship between performance, knowledge and social capital, and provide evidence that emphasises the need to consider the impact of a wide range of factors such as social capital and networks on firm performance. Third, it seems likely that the findings from the study are generalisable, and advance our understanding of returning entrepreneurs. We believe that this start of a complementary line of research provides novel explanations for the new phenomena of returning entrepreneurs worldwide.
We should acknowledge some empirical limitations of the study which suggest further research possibilities. With respect to performance, we were constrained by the lack of published information and sensitivity on the part of respondents to report details on levels of profitability. In addition, the study was also restricted to a single science park in the Chinese context. Further research might extend to returnee entrepreneurs in science parks within and outside China, such as India and Russia. 
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Table 1: Correlation Matrix and Descriptive Statistics 
	Variables
	Mean
	Std. Dev
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	1 Business  Performance
	4.3690
	1.30521
	1.000
	
	
	
	
	
	
	
	
	

	2. Patents

	3.84
	5.767
	.279
	1.000
	
	
	
	
	
	
	
	

	3. R&D Expenditure

	85.9104
	185.5090
	.167
	.400
	1.000
	
	
	
	
	
	
	

	4. International entrepreneurial orientation
	3.7602
	.50029
	.292
	.250
	-.109
	1.000
	
	
	
	
	
	

	5. Knowledge obtained abroad
	5.0693
	1.18214
	.183
	.227
	-.041
	.439
	1.000
	
	
	
	
	

	6. Knowledge obtained locally
	5.0497
	1.65402
	.212
	.161
	-.104
	.216
	.516
	1.000
	
	
	
	

	7. International networks
	4.5723
	1.37992
	.595
	.211
	.003
	.395
	.213
	.131
	1.000
	
	
	

	8. Firm Age

	4.99
	2.481
	-.044
	.395
	.268
	.261
	.153
	-.017
	.003
	1.000
	
	

	9. Firm Size
	73.51
	121.629
	.228
	.543
	.502
	.110
	.189
	.064
	.138
	.292
	1.000
	

	10. Industry Dummy 
	.3795
	.48674
	-.052
	-.136
	-.024
	-.226
	-.049
	-.106
	-.085
	-.092
	-.113
	1.000


Note: All correlation coefficients more than 0.13 or less than –0.13 are significant at 5% level or higher.

Table 2: The dependent variable: Business Performance (BP)

	Independent variables
	Model I OLS

The overall sample

Coefficients
(St. errors) 
	Model II OLS

The sub-sample Returnee-owned firms
Coefficients

(St. errors)
	Model III OLS

The sub-sample

Local entrepreneur-owned firms
Coefficients

(St. errors)

	(H1) IEO
	0.067

(0.057)
	0.202**
(0.275)
	0.035

(0.028)

	(H2a) PAT (Patents)
	0.075

(0.272)
	0.262***
(0.020)
	0.046

(0.030)

	(H2b) R& D
	0.182***
(0.000)
	0.103***
(0.052)
	0.215**
(0.000)

	(H3a) KI
	-0.020

(0.018)
	0.115***
(0.095)
	-0.364***

(0.127)

	(H3b) KL
	0.156**
(.049)
	0.103

(0.082)
	0.490***

(0.150)

	(H4) IN
	0.582***
(0.057)
	0.407***
(0.080)
	0.662***
(0.086)

	Control: Firm size 
	0.091

(.224)
	0.210**

(0.050)**
	-0.011

(0.912)

	Firm age
	-0.118

(0.093)
	-0.227***
(0.042)
	0.046

(0.030)

	Industry dummy
	Included
	Included
	Included

	Adjusted R2
	.406
	.367
	.611

	Observations
	711
	353
	358


Notes: ***, ** and * represent the 1%, 5% and 10% significance levels, respectively. 
Appendix
International Entrepreneurial orientation:  

· See the world instead of just China as its marketplace

· Top management is experiences in international business

· Market its products in foreign markets

· Market its products in HMT  

· Management Communicates information throughout the company in relation to customer experience abroad

Knowledge obtained abroad

· New Technology 

· New Business idea and opportunity 

· Marketing Knowledge 
· Finance knowledge 
Knowledge obtained locally

· New Technology
· New Business idea and opportunity 

· Marketing Knowledge 

· Finance knowledge

International business networks

· Networks established in the major markets

· Contacts maintained with people in foreign countries 

· Membership of different associations abroad 

Business Satisfaction of firm performance

· Sales growth in local markets

· Sales growth in international markets 

· Pre-tax profitability in local markets 

· Pre-tax profitability in international market 
Factor measures
	Measure
	Items
	Reliability Coefficient 
Cronbach's Alpha:

	International entrepreneurial orientation
	5 items
	.806

	Knowledge obtained abroad
	4 Items
	.737

	Knowledge obtained locally
	4 Items
	.712

	International business networks
	3 Items
	.843


*Corresponding author. 
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