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Abstract: Firms are constantly looking for ways to succeed, exporting seems to
be one of the most efficient means to do it. So as we can say exporting has a
double aim, from a microeconomic point of view, it allows the firm to find new
opportunities and from a macroeconomic point of view, it increases the growth
level. This article main question treats the effects of innovation, international
networking and socio-cultural differences within countries on the
entrepreneur’s decision to adopt or neglect exporting strategy. To do this, we
used a linear hierarchical model based on 8,605 firms from 15 different
countries in the MENA region, the data comes from the Global
Entrepreneurship Monitor (GEM) database. This study brought some
interesting results, in which we conclude on the moderating effect of
individualism on networking, in the main time we’ve demonstrated that
innovation and individualistic culture are positively linked to exporting
decision-making.
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1 Introduction

Firms are obliged to differentiate themselves to offer the best service and product to the
customer. A customer who is becoming more demanding, looking for the best offer in
terms of quality/price (Jiménez-Guerrero et al., 2018). To increase their market shares,
firms need to export and conquer new markets, and to strengthen their approach, they
must resort to innovation. Actually, innovation plays the role of an export motivator
(Rodil et al., 2016).

Innovative firms are more likely to succeed in foreign markets. In fact, it allows them
to present innovative products and services to foreign customers and attract them (Baker
et al., 2016). Exporting is a powerful advantage that a firm can rely on for a better result
(Bai et al., 2017). Being in contact with influential personalities, either through their
knowledge or their networks, living in foreign countries can help entrepreneurs to break
into target markets. Thus, we assume that the entrepreneur’s international network
facilitates and increases the chances of the company to penctrate foreign markets
(Ashourizadeh et al., 2014).

Research has identified innovation as a competitive advantage, which companies can
use to penetrate new markets (Gaussens and Movahedi, 2015). In our first hypothesis, we
will examine whether innovation has a positive effect on the level of exports of firms.
According to Prashantham (2006) the entrepreneur’s international network is a major
asset for the development of his company and to increase its performance. Moreover, the
network can provide richness in opportunities and potential binding. Due to the
importance of the entrepreneur’s international network, we would like to examine if
international networking affects exporting positively.

A society’s culture plays an important role in shaping an entrepreneur’s personality,
attitudes and values (Hills, 2002). Individualistic societies advocate the separation of the
individual and the collective, and subordinate the group to the personal distinctiveness of
the individual. Collectivist societies advocate interdependence between individuals and



Impact of innovation and international networking on firm openness 103

subordinate the pursuit of individual goals to the harmony of interpersonal relations in the
group. Regarding our study, we are interested in the individualistic dimension. This
article tries to answer the following question: how innovation and entrepreneur’s
international network influence export’s level? Our objective is to study the contribution
of innovation and the international network of the entrepreneur in the adoption of export
as a strategy and also to find out whether these predictors have the same influence from
one country to another in the MENA region. The knowledge gap lies in the fact that no
article addresses and combines these three dimensions: innovation, exporting and
international networking in view of the influence of the environment. The contribution of
this paper is firstly a theoretical contribution through a literature review and a second
empirical one which takes the form of a verification of hypotheses and theories dealing
with the subject in the light of the influence of the environment in the MENA region.

This article is presented as follows: the first part is devoted to the theoretical
framework in which we develop more specifically, on the one hand, the roles of
innovation and the social network in the internationalisation of firms, and on the other
hand, the effect of the context approached by the society’s individualism. The second part
presents the methodology, the source of the data used and the variables. Then, the third
part will present the results of the research and test hypotheses previously put forward.
Then we conclude by opening perspectives by considering the influence of the context.

2 Theories and hypotheses

2.1 The effects of innovation on exports

Innovation is one of the most important drivers of competitiveness and a major creator of
wealth. It plays an important role in organisational and economic development, as
evidenced by the large scope and the literature (Gaussens and Movahedi, 2015). The
ability of a business to generate export earnings is often seen as a positive indicator of
success. Innovation activities seem to play an important role in explaining differences in
performance and export activities of firms. These are the main implications of recent
economic theories on international trade and also the results of most studies on the
relation between export and innovation activities at the firm’s level in different sectors
(Wakelin, 1998).

Although the literature considers innovation and exports as two separate activities,
they have a strong impact on one another (Schmitt et al., 2002). In fact, the studies show
the strong link between innovation and export (Love and Roper, 2015).

Several authors (Sousa et al., 2008; St. Pierre et al., 2006, 2012) support the idea that
innovation plays a major role in the success of export companies. In fact, St. Pierre et al.
(2012) consider innovation as a key to the entry the international markets. According to
their analysis, innovation has two effects on exports:

e afirst very indirect point: innovation defines the ‘strength’ of the product, which is
considered a key to success

o there is then a direct effect: innovation makes it possible to adapt the product to
export.
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Innovation would often be seen as a strategy to counter competition in foreign markets
(St. Pierre et al., 2010). St. Pierre et al. (2015) underline that innovation is essential for
the company because it allows it to distinguish itself on foreign markets and remain
competitive through original knowledge, the design of new products or new services.
This innovation effort gives the company the opportunity to adapt as well as possible to
the demands of customers, suppliers or distributors and to react quickly to its potential
competitors (St. Pierre et al., 2012).

The causality paradigm is dedicated to analyse the link between innovation and
export, it argued that the causality may run from innovation to export, as well as vice
versa (Filipescu et al., 2013; Golovko and Valentini, 2011). Two theories support the
causality paradigm, the self-selection theory and the learning-by-exporting theory. The
self-selection theory supports the fact that innovation has a positive impact on export
(Bravo-Ortega et al., 2014). Pla-Barber and Alegre (2007) have tested the theory of
self-selection, through a survey of 120 French companies of all sizes, from the
biotechnology sector. The results obtained seem to be in line with the theory of
self-selection. They indicate that innovation gives the firm a competitive advantage,
which allows it to achieve a higher overall performance and improve its resources (Boso
et al., 2013). Moreover, it allows the firm to be more competitive in foreign markets and
facilitates its internationalisation. Innovation can therefore be considered as a condition
facilitating export (Raymond and St. Pierre, 2013). It is emphasised that the nature of the
impact of innovation on internationalisation depends on the context of the firm (origin,
size, sector of activity) (Altomonte et al., 2013). Authors who have been interested in the
theory of self-selection believe that innovation has a positive impact on exports (Boso
et al., 2013; Monreal-Pérez et al., 2012).

Many studies have demonstrated the causal relationship between innovation and the
level of firms’ exports, process and product innovations have a positive effect (Caldera,
2010; Filipescu et al., 2013; Lachenmaier and W6Bmann, 2006; Pla-Barber and Alegre,
2007). Launching a new product or elaborate a new process separately does not
encourage export, but implementing both of them simultaneously have a much stronger
positive impact (Becker and Egger, 2013). For Caldera (2010) innovation pushes firms to
export relatively, since that process innovation has a lower impact than product
innovation. This result is explained by the fact that product innovation allows a strong
differentiation from competitors in the foreign market as well as a higher product quality,
which gives a greater competitive advantage than process innovation (Becker and Egger,
2013).

Through the study of Spanish firms, Mafiez-Castillejo et al. (2009), highlighted three
direct-indirect links concerning the relationship between productivity, innovation and
export. Productivity has a direct impact on exports. As productivity increases, the firm
moves more toward exports to find new customers for their surplus. Similarly,
productivity improves the probability of implementing an innovation process that
promotes exports. The innovation process increases the firm productivity, which
improves their export probability (Cassiman et al., 2010).

Deng et al. (2014) believe that the link between innovation and export can be
negative and that we must take in consideration the firms heterogeneity. The authors
show that, despite the fact that for Chinese manufacturing firms, innovation has a positive
impact on the intensity of export, this impact is not necessarily positive to survive on the
foreign market. Overall, works and studies conducted on the theory of self-selection
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highlights major disparities due to the sector of activity, firms size or the type of
innovation wanted (product or process).

The relation between innovation and export behaviour is complicated. Innovation is,
indeed, a key factor in the successful market entry based on the Schumpeterian growth
model (creative destruction). Indeed, product innovation would provide a competitive
advantage that would enhance the firm’s chances to enter a competitive foreign market.

According to international trade theories, innovation can introduce new products into
the international market or diversify the commodities used for trade, which can provide a
significant margin for export growth (Grossman and Helpman, 1989). Innovation can
stimulate and increase the quantity of exports by increasing firm productivity (Eaton and
Kortum, 2002) or by improving product quality (Grossman and Helpman, 1991). In fact,
company’s productivity could be improved through innovation, which can increase its
export success (Aw et al., 2008; Bustos, 2011; Caldera, 2010).

HI1 Innovation affects positively firms’ export levels.

2.2 Role of international networking

Several authors of resource-based view theory have studied social network mainly
referring to internationalisation and international entrepreneurship. Social capital is a set
of entities that are different from each other, with the common feature of a social
structure and the fact that they facilitate some of the agent’s actions (Coleman, 1988). It
is a network based on material and symbolic exchanges between agents and depends on
the quality and size of an individual’s relational structure and allows him to mobilise by
proxy the capital of a group (family, former classmates, select club, ...) (Bourdieu, 1980).
The quality of social capital allows some activities to access valuable information at an
early stage, thus providing a competitive advantage. Burt (1995) argues that a network
provides access to more information than one person can obtain.

The entrepreneur’s network refers to all the individuals that an actor knows
personally. According to sociologists, ‘to know personally’ refers to all personal
relationships with the actor, designated by ego, who have established contact at least
once: it can include family, friends, co-workers, suppliers, customers, public
(administration ...) or private (bank ...) institutions, etc. In addition to that, Dubini and
Aldrich (1991) define the personal network: “All persons with whom the entrepreneur
has direct relationships (or, in some cases, indirect relationships through direct
relationships). For entrepreneurs, we can think of partners, suppliers, customers, venture
capital, banks or other funders, distributors, trade associations and family members.” We
note that these definitions focus on the role of the entrepreneur’s network without talking
about the relations with people living abroad or who have come from abroad. Therefore,
we will analyse further the impact of relationships that the entrepreneur has with contacts
abroad.

The studies conducted by Chetty and Holm (2000) show that networks contribute
significantly to the success of the business by helping entrepreneurs identify new
opportunities abroad and by improving their knowledge of markets, products and key
players. In a study based on 52,946 firm, Ashourizadeh et al. (2014) showed that the
effect of receiving advice from an international network has a greater impact on exports
than other kinds of networks and more than entrepreneur’s education.
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Johanson and Mattsson (1988) introduced network theory to the international context,
based on social exchange theory and resource dependence theory. Network theory argues
that the internationalisation of firms is a phenomenon related to networks. The authors
observed that firms used diverse networks to ease their activities in foreign markets. The
network model of internationalisation describes that firms develop relationships with
customers and suppliers. In other words, internationalisation is associated with the
development of ties with firms in foreign markets. For Weerawardena et al. (2007), the
internationalisation is influenced by dynamic capacities focused on learning, marketing
and networking. Coviello (2006) also considers that the internationalisation of innovative
SME:s is reinforced by the relationships that will be established to do business.

The internationalisation is strongly associated with the founder’s abilities. If they
meet some criteria; they will be able to identify and exploit international opportunities
and also use any contacts they may have in foreign markets efficiently (McDougall et al.,
1994). They also develop international relationships during their studies abroad and from
their previous international work experience (Crick and Jones, 2000). In case the
entrepreneur does not have initially international contacts, his best strategy would be to
avoid more competitive markets in favour of less exploited and less lucrative ones.
Moreover, some firms tend to engage business development officers which may include
heavy or important cash flows. This alternative approach seems to be in its infancy and
its effectiveness remains uncertain at this stage. In addition, Prashantham (2006)
emphasises that the network can provide richness in opportunities and potential binding.

In short, it seems to us that international positioning in a niche market as well as the
export capacity is convergent criteria between entrepreneurship, innovative SMEs and
networking. This led us to the following conclusion, exporting is therefore not only based
on an intensive effort linked to innovation, it is also necessary to look at the relationships
that the entrepreneur can establish with actors in his environment and abroad.

H2 International networking affects exporting positively.

2.3 The effect of society culture on the export’s share in the firm’s business
structure

Societal norms may influence individual behaviour through the values and attitudes
considered to be socially acceptable (Ross and Nisbett, 1991). Culture is the interactive
aggregate of common characteristics that influence a human group’s response to its
environment. It is a collective mental programming, it is the average of the beliefs and
values of individuals who live in a country and it determines the identity of a human
group in the same way personality determines the identity of an individual (Hofstede,
1980). With an individual, personality influences the choices made and the resulting
outcomes. Culture similarly shapes the society according to several structures (McGrath
et al., 1992b). The concept of national character is a model for showing the personality
characteristics of each nation. Since the 1930s, two types of studies dealing with the
national character have multiplied: first, cross-cultural studies which aim to identify
similarities and differences between nations. Second, studies on the national character
which aim to characterise national behaviour through a range of phenomena. Benedict in
1934 showed that the personality of the individual and the group (firm for example) is
configured by cultural factors. Numerous authors have conducted cross-cultural studies to
create national reading grids and to understand cultural differences. Each culture will
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shape the behaviour of individuals to respond to problems that depend on national
character (Hills, 2002). The Hofstede reading grid developed in 1980 describes the main
cultural dimensions that differentiate human groups and showed the consequences that
result in the areas of human management, in the way they are led, motivated and
organised. The main idea is to refute that differences between management in different
countries tend to disappear as a result of the application of universal management
principles. In the case of management, nationality is important for at least three types of
reasons:

e  Politics: nations are political entities with their own institutions. Comparatively
official institutions differ as well as the way they are used.

e Sociological: belonging to a country or region has a symbolic value that partially
defines identity.

e Psychological: the national culture partly defines our thinking. It is an effect of the
experience acquired since childhood within the family, then from education at school
and in institutions, which are not the same from one country to another.

Table 1 Key characteristics of individualism and collectivism
Individualism Collectivism
Goals Self-oriented Group-oriented
Short-term Long-term
Values Achievement Pro-social
Self-direction Conformity
Social power Security
Stimulation Tradition
Relationships Debate, confrontation acceptable Harmony required
Conflict accepted, but not desired Conflict expected
Many loose ties Few close links
Attributions Success due to ability Success from group effort
Failure from external factors Failure due to lack of effort

Source: Tiessen (1997)

Countries are often characterised as individualistic or collectivist. However, it must be
understood that each country is imbued to a different degree with these two dimensions
(Oyserman et al., 2002). Individualism and collectivism represent the psycho-social
relationships of the individual and the group at the societal level. The measurement of
individualism or collectivism in societies contains specific features of each pole
(Hamamura, 2012). Individualists focus on personal achievement and the ability to
perform tasks alone in order to achieve their goals (Hofstede, 1980). Exporting seems to
be one of the most effective ways for entrepreneurs to prove themselves (Bai et al.,
2017).

On the other hand, in so-called collectivist societies, the goals and values of
individuals are polarised in contrast to those of individualistic societies. In fact, “the
individuals from a collectivist culture see themselves as interdependent within their
group, which provides them with a stable social environment to which they must adapt.
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Their personalities are flexible and their personal traits are not so clear” (Cozma, 2011).
In general, collectivist societies are based on mutual bonds that are based on values and
common goals that are central to the achievement of happiness for all. The individual
then becomes a part of the group in the context of collectivism (Triandis, 2001). It has
been shown that a country’s national culture has an impact on an entrepreneur’s
international strategic decisions and choices (Leung et al., 2005).

Another aspect of individualism is the importance of rewarding people for efforts
above those of others. In individualistic societies, people believe in the importance of
rewarding success through recognition and financial compensation, but in collectivist
societies these rewards are less socially acceptable (Shane, 1992). The values of the
individualistic society: achievement; self-direction and stimulation are personality traits
commonly associated with entrepreneurship, entrepreneurial success and business growth
(Delmar and Wiklund, 2003; Swierczek and Thanh Ha, 2003). Similarly, numerous
studies have shown that motivation for achievement is linked to autonomy and risk taking
(Swierczek and Thanh Ha, 2003).

H3 The more individualistic a society is, the more it promotes export.

Individualism/collectivism refers to the relationship between individuals. Thus, the links
range from very loose (we look after our close interests) to very strong (we look after the
interests of the group). Individualistic societies are societies in which the ties between
individuals are weak, everyone is expected to take care of themselves and their
immediate families, while in collectivist society’s people, from birth, are integrated into
groups with strong and coherent ties that, throughout their lives, continue to protect them
in exchange for unfailing loyalty. Rewards of highly individualistic societies are couched
in such terms as autonomy, pleasure, and financial security, rather than order, duties, and
security through social relationships (McGrath et al., 1992a).

Moreover, innovation is based on the creation of new concepts because the
identification of new concepts requires innovative thinking and action, while resource
leverage requires effective implementation: optimal usage of the resources provided by
social capital involves promoting relationships through open communication and
coordination. Therefore, trends in these behaviours depend on different types of cultural
orientations (Tiessen, 1997). The quality of the network and social capital depends on the
economic and cultural capital of the individual and is the result of his social investment
whether he is conscious or not. In this sense, social capital is an asset that the individual
can maintain, influence and develop through a willingness to acquire and maintain
relationships and connections, which implies a permanent expenditure of time and effort
(Bourdieu, 1980), a constraint that Burt (1995) considers depending on the size of the
network, its density and its hierarchy. Collectivism promotes more harmonious relations
between individuals. The combined efforts of people with diverse skills in collectivist
societies can lead to greater synergies, while individuals can benefit from a social support
network (Morris et al., 1994).

H4 The more individualistic a society is, the less the entrepreneur benefits from the
advantages of his own international network.
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3 Data and methodology

3.1 Sampling

The Global Entrepreneurship Monitor (GEM) consortium conducts two surveys per year
with two different targets. The first one is the GEM Adult Population Survey, which
provides standardised data on the preferences, capacities and entrepreneurial activities of
each population. The second one is the National Expert Survey, in which specialists and
experts from each country participating in the survey give their appreciation of several
framework conditions for entrepreneurship in their respective countries. These experts
are also asked about the entrepreneurial opportunities and capacities of their country
(Sternberg and Wennekers, 2005). The basic model utilised to develop the GEM research
program envisioned characterisation of countries in terms of nine dimensions, referred to
as entreprencurial framework conditions. The entrepreneurial framework conditions
would represent different aspects of the national context that were expected to enhance
entrepreneurial activity (Reynolds et al., 2005).

The adult population survey adopted questions for owner managers on their social
network, the degree of the firm’s innovation and the share of production oriented to
export. The national expert survey asked questions about socio-cultural norms in each
country, which made it possible to identify the level of individualism of the societies in
question. From the entire sample from different countries in the MENA region, we
extracted a subsample by selecting observations that provided information on the
international network of owner-managers. The observations came from about 15
countries and covered the period 2009-2014. The population survey gives us the
possibility to isolate 8,605 active firms, for which there is no lack of data on the variables
used in the analysis (Table 3).

This study focuses on countries selected primarily by self-selection, techniquely
designed through researchers from one country adhesion to the GEM program. The firms
in the sample come from the following countries: Algeria, Egypt, Iran, Jordan, Lebanon,
Libya, Morocco, Pakistan, Palastin, Qatar, Saudi Arabia, Syria, Tunisia, Turkey, and
UAE. These countries are fairly representative of the entire Middle East and North Africa
region, as well as the sampling in each country is random. We believe that the results
from this sample can be generalised to all countries in the MENA region.

3.2 Variables specification

3.2.1 Endogenous variable

The dependent variable used to calculate the foreign market openness strategy is export
level, which is defined by the share of customers living abroad compared to the global
customers population of each firm. The following question was administered to owner
managers.

“What proportion of your customers will normally live outside your country? Is
it more than 90%, more than 75%, more than 50%, more than 25%, more than
10%, or 10% or less?”

It is a categorical variable that can take unit values from 1 to 7. 1 for none and 7 for more
than 90% (Table 3).
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3.2.2 Exogenous variables
3.2.2.1 GEM'’s innovation measurement

Our study focuses on the hypothetical role of innovation in determining the level of
exports. To determine the degree of innovation of a firm, the GEM adult populations
survey collected answers to the following three questions:

e Have the technologies or procedures required for this product or service been
available for less than a year, or between one and five years, or longer than five
years?

e Do all, some, or none of your potential customers consider this product or service
new and unfamiliar?

e Right now, are there many, few, or no other businesses offering the same products or
services to your potential customers?

The answer to each question is given on a scale of 1 to 3 points interpreted as a low,
medium and high innovation degree. Entrepreneurs differ from each other in every
dimension. We use as a proxy to measure firms degree of innovation, the question’s
answer average as explained above.

3.2.2.2 International networking

The GEM survey has dedicated a whole block of questions treating the social capital
concern, we’ve selected two questions presented below, since they are the only ones to
define the owner manager’s international network.

e  Various people may give you advice on your business. During the last year, have you
received advice from somebody in another country?

e  Various people may give you advice on your business. During the last year, have you
received advice from somebody who has come from abroad?

The two questions are dichotomous, taking binary values, 1 if the answer is confirmed or
0 if it is declined. We use as a proxy to measure firms international networking, the
previously presented question’s answer average. Table 4 presents the distribution of firms
by international networks.

3.2.2.3 Society’s individualism level

The GEM survey, for the evaluation of the national framework, asked the experts to
assess several entrepreneurship conditions, including cultural and social norms. National
experts were selected on the basis of their deep knowledge of entrepreneurship in their
country. In general, experts were identified among entrepreneurs, consultants, academics,
but also politicians or administrators. The experts decided on five statements describing
cultural and social norms in their respective countries using a Likert scale ranging from
1 = completely false to 5 = completely true.

The average of the evaluations was calculated for all experts, for the five statements
and for all years to obtain a measure of quality in the country.



Impact of innovation and international networking on firm openness 111

The following five statements were the subject of the experts’ judgment in order to
determine the score awarded to assess cultural and social norms:

e The national culture values individual success that results from personal efforts.

e The national culture emphasises self-sufficiency, autonomy and individual initiative.
e  The national culture encourages entrepreneurial risk taking.

e National culture encourages creativity and innovation.

e National culture values individual (rather than collective) responsibility in the way
one conducts one’s life.

3.2.3 Control variables
In order to properly identify the predictive effect of innovation and the owner manager’s
international network on the firm’s exports, our model will test a set of control variables.

Table 2 Control variables

Gendre Code 1 if the owner manager is a female and 0 if it’s otherwise

Growth The expected evolution of employees over the next five years

expectations Calculated like this: logarithm (jobs in 5 years + 1) — logarithm (now jobs +
)

Age Logarithm of the owner-manager’s age

Opportunity The dichotomous variable coded 1 if recognising opportunity and 0 if not

Education Logarithm of the number of years the owner manager spend at school

Self-efficacy Dichotomous variable, 1 indicates the owner manager’s confidence in his
own ability to start and operate a business, 0 if he has a lack of confidence

Risk propensity ~ Coded 1 if the owner manager does not fear failure and 0 if he does

Firm age Logarithm of the number of years of activity plus 1

Know Dichotomous variable coded 1 if knowing someone personally who started a

entrepreneur business in the past 2 years and 0 if not

Workforce size

Logarithm of the number of employees plus 1

3.3 The hierarchical linear model

Exporting is the result of a multidimensional and interactive set of factors, including the
economic and business environment, market structure, market opportunities and
strategies. Exporting is often riskier than targeting the domestic market. Export
entrepreneurs must therefore be particularly skilled and sell products that are profitable
and attractive. It seems important in this regard that the entrepreneur should be creative in
the application and the eventual commercialisation of the new technologies, he must also
be familiar with foreign markets and foreign business environments, and be well
positioned in order to be distinguished in his trade and label, thereby reducing the ability
of competitors to enter the market (Jones and Way, 2011).

Our study takes into consideration the firms and their evolution in a given context.
We hereby seek to highlight the specific firm’s characteristics and their national
conditions which determine their exports level. Two levels of analysis were adopted to
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achieve the goal of our study, the first level of analysis was the country approximated by
one variable which is the degree of society individualism, and the second one focuses on
the firms, which was approximated by the whole other variables.

A multiple linear regression presents many limits and is not the best technique to
address the issue of our model: first of all, it does not allow for context effects to be taken
into consideration. Second of all, our sample is not a monolithic group of firms, but
several different subgroups from each country, those differences represent the
specificities of each society captured by the GEM experts’ survey, knowing that each
country will have a designated value measuring the degree of society individualism and
systematically this unique value will be associated with a subgroup of firms from the
same country, this may end by causing a selection bias eventually. In this case a
hierarchical linear model is more appropriate (Gelman and Hill, 2006). We will use linear
mixed effects modelling as it gives us the opportunity to get the most out of the
information and correct problems related to disproportionate groups (8,605 firms
clustered within 15 countries). Our study, then, can be schematised according to the
conceptual framework (Figure 1).

Figure 1 Conceptual model

Individualism
H3
International
networking H4
H2
H1
Innovation - Export

4 Results

4.1 Means and correlations

The correlation between the variables, including the firm’s export level, is presented in
Table 3.

All variables are significantly correlated except ‘gender’ and ‘risk taking’.

All correlations are not at a high level, the strongest correlation is observed between
the log firm’s age and international networking (—0.423). Since there is some correlation
among the explanatory variables, a multicollinearity test was undertaken. As a
consequence, we used the variance inflation factor (VIF) test. The VIF shows us how
much the variance of the coefficient estimate is inflated by multicollinearity: VIF of 10 or
higher may be a reason for concern. As shown in Table 3, no variable has a VIF higher
than 10; therefore no relevant multicollinearity is found between variables (max
VIF = 1,496).
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4.2 Statistical approach

4.2.1 Exporting level

The first observation that comes to mind after reading Table 4 seems to be less than one
third of the firms are exporters. Almost half of those exporters have an export level that
does not exceed 10%. We also observe that the number of firms with more than 90% of
their customers living abroad is very low compared to firms that do not export (Table 4)
which explains a mean level of exports by MENA firms of 1,751 (Table 3).

Table 4 Distribution of sampled firms

Exporting level Code Firms %
None 1 5,768 67.03
Under 10 2 1,392 16.17
10 to 24% 3 419 4.87
25 to 49% 4 404 4.7
50 to 74% 5 291 3.38
75 to 90% 6 125 1.45
More than 90% 7 206 24
Total 8,605 100

4.2.2 Innovation in MENA's firms

The distribution of the innovation represents an asymmetry coefficient equal to 0.791 and
positive indicates a distribution shifted to the left of the median which equals 1,333, and
therefore a distribution tail spread to the right. Most entrepreneurs report a lack of
innovation and few have a high level of innovation, only slightly more than 10% have an
innovation above the average Table 5.

Table 5 Firms’ level of innovation
Frequency %
Low level of innovation 6,561 76.25
Medium level of innovation 1,128 13.11
High level of innovation 916 10.64
Total 8,605 100.0

4.2.3 International networking

Analysis of the owner-manager’s international networking data allows us to note that the
number of firms fortunate enough to receive advice from people knowledgeable about
foreign markets is low. International networking appears to be the independent variable
with the highest correlation with the firm’s export level (Table 3).

4.2.4 Individualism

Individualism is higher in the UAE with a value of 3.55 and lower in Iran with a value of
2.37. This measure of socio-cultural norms is used to analyse the effects of individualism
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on the level of exports and its moderator effect on international networking (Table 7).
The mean of individualism value according to the survey is 2.77 (Table 3).

Table 6 Owner manager’s international network
Frequency %
No advice from abroad 7,124 82.79
Low-level advice from abroad 792 9.20
High level of advice from abroad 689 8.01
Total 8,605 100.0
Table 7 Sampled countries by individualism-level
Country Society’s individualism level
UAE 3.55
Lebanon 3.43
Algeria 3.12
Egypt 2.39
Morocco 2.39
Iran 2.37

4.3 Econometric approach

4.3.1 Modelling the effects of innovation, international networking and
individualism

Hypotheses 1, 2 and 3 are tested by two-level linear modelling, as described in Table 8.
The results of the first modelling are as it follows: our first hypothesis states that the
firm’s level of export is positively influenced by the level of innovation (taking into
account innovations incorporated in the product, and the processes or perceived by
customers). In the linear model detailed in Table 8, the effects of the different variables
are estimated by coefficients. It shows that innovation has a positive impact on the level
of exports, which confirms the first hypothesis. The more innovative a firm is, the higher
the share of exports in its sales. This remains true even if many other variables (control
variables) are taken into account. Innovations offer sustainable competitive advantages
that give firms the opportunity to launch and/or expand their exports and to be more
proactive and innovative in competing in different markets.

The same result has been registered for the owner manager’s international network
effect, which confirms Hypothesis 2. Society’s individualism level has a positive effect
on the firm’s exports level, which confirms Hypothesis 3 (Table 8). The positive
coefficient states that entrepreneurs who live and are influenced by an environment
marked by a high level of individualism that values autonomy, personal interests and the
quest for self-realisation are more export-oriented than entrepreneurs from more
collectivist environments. The individualism of the society is a determinant of export
levels.
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Table 8 Firms’ exporting level affected by Innovation, international network and
individualism

Metric coefficient

Intercept 0.111
Innovation 0.213%**
International network 0.379%**
Growth expectations 0.148%**
Education 0.153**
Age -0.209
Firm age 0.069
Workforce size 0.318***
Know entrepreneur —0.006
Opportunity 0.001
Self-efficacy —0.043
Individualism 0.458*

Notes: Based on 15 countries with 8,605 entrepreneurs; *p < 0.05; **p < 0.01;
**%*p < 0.001.

4.3.2 The effect of the socio-cultural context on the level of exports

According to Hypothesis 4, individualism reduces the effect of the owner-manager’s
international network, i.e., a context that places greater value on risk taking,
individualism, autonomy, creativity and innovation reduces the effect of international
networking. The moderating influence is modelled as an interaction effect; we simply
include the interaction or the combination of the cited variables: Individualism and
international networking in the two-level linear model already obtained (Table 9).

Table 9 Moderating effect of individualism on innovation

Metric coefficient

Intercept -0.225
Innovation 0.211***
International network 1,331%%*
Growth expectations 0.147***
Education 0.155%*
Age -0.199
Firm age 0.064
Workforce size 0.322%**
Know entrepreneur —0.005
Opportunity -0.001
Self-efficacy —0.043
Individualism 0.574%*
Individualism * international network —0.329%%**

Notes: Based on 15 countries with 8,605 entrepreneurs; *p < 0.05; **p < 0.01;
**%p <0.001.
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The results obtained confirm Hypothesis 4, the moderator variable ‘individualism’ is
associated with a negative coefficient to ‘international networking’ with a significant P
value which is less than 0.05.

The model allows us to estimate the importance of individualism in mitigating the
effect of the owner-manager’s international network. We can compare the effect between
a country where individualism level is low and the same effect in a country where the
individualism level is high. Individualism undermines the quality of social relationships
and what may occur as benefits from them. We take individualism extreme score cases:
2.37 and 3.55 (respectively the scores of Iran and UAE).

Export level = —0.225+0.211 innovation + 1,331 * international network
+ 0.574 societies’ individualism level —0.329 individualism’s level
*international network +0.147 growth expectations

+0.155 education + 0.322 workfore size +...

o The Iranian context: The model output can be expressed as follows:
Export level = 0.211 innovation + 1,331 *international network
+0.574 #societies’ individualism level —0.329%2.37
*international network + 0.15 * growth expectations

+etc. as in Table 9

The effect of the owner-manager’s international network on the level of export is
expressed as:

Export level = 0.211 innovation + 0.551 * international network
+etc. as in Table 9.
o The Emirati context: The model output can be expressed as follows:

Export level = 0.211 innovation + 1,331 :*international network
+0.574 *societies’ individualism level — 0.329 % 3.55
*international network + 0.15 * growth expectations
+etc. as in Table 9

The effect of the owner-manager’s international network on the level of export is
expressed as:

Export level = 0.211 innovation + 0.163 * international network
+etc. as in Table 9.

Obviously, it seems that owner manager’s international network effect in the Emirat’s
context is 70.42% less important, compared to the same effect in the Iranian’s context.
5 Discussion

Our model shows the positive effect of innovation on the level of firms’ exports, so our
results are supported by previous research (Caldera, 2010; Filipescu et al., 2013; Jensen
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and Schott, 2015; Lachenmaier and Wémann, 2006; Pla-Barber and Alegre, 2007). The
authors confirm the innovation-export causality in Western countries. Our study extends
this finding to the MENA region, and it is in a perfect alignment with the studies
mentioned above and confirms the positive effect of innovation on business exports
implemented on a large sample from 15 eastern developing countries (Table 10).

Table 10  Our results in comparison with past studies

Study and sample Result Our results
Spain, Panel 1991-2002: e Innovation impacts positively export Our study showed
21,949 observations . .. . a positive
(Caldera, 2010) e Firm age positively linked to export level relationship

e Firm size positively linked to export level between firm size

and export, but

Spain, Panel 1994-2005: e Process innovation positively affects export ~ “ gnificant one

8,297 observations

(Filipescu et al., 2013) e Firm size is not significantly linked to export for firm age
¢ Firm age positively linked to export level
Germany, The 2002 Ifo e Innovation and expenditure on innovation
Innovation Survey: 981 have a positive impact on the level of exports
firms (Lachenmaier and Fi . onifi Iv linked
WéBmann, 2006) e Firm size 1s not significantly linked to export
French 2002: 121 firms e Innovation impacts positively export level
Pla-Barb d Al . . .. .
(Pla-Barber and Alegre, ¢ Firm size positively linked to export level Our results
2007)
corroborate those
8,918 start-up firms in40 e Innovation impacts positively export level of the study

countries GEM 2012-2013 ..
(Jensen and Schott, 2015) o Network positively affects export level

We have shown the role of the social network on the firm’s export share. The
entrepreneur’s ability to create a network of contacts is essential (networking skills). The
international network of entrepreneurs operates at several levels. For example, it can be
used to obtain information on foreign markets. It sometimes acts as an intermediary to
access potential customers. Finally, it plays a major role to develop various strategies
used to penetrate foreign markets.

There is a very thin literature confirming the effect of the network on firms’
enhancing export’s shares, our study shows this causality for a specific type of network
especially international networking (Ashourizadeh et al., 2014). We were able to show
the importance of the international network for firms in the MENA region to determine
export levels. Similarly, we have highlighted the influence of the society’s individualism
level, a deterministic effect. We have obtained a positive effect on the firm’s exports
level, the variable distinguishes between societies according to their individualism
degree. Individualism, which is considered to be a driving force for entrepreneurship and
success, has a positive influence on exports. This paper shows the impact of context and
environment on organisational behaviour at an individual level (firm). If individualism
eases entreprencurship and creates a competitive spirit, from one point of view, it
undermines the quality of the relationship that the entrepreneur can have from a second
point of view. This is confirmed in our model by the negative moderating effect that
society’s individualism level has on the owner manager’s international network. The
network positive effect initially observed is greatly reduced by taking into account its
interaction with the societies individualism level.
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6 Conclusions

This study examined the different effects of innovation, entrepreneur’s international
network and environment on the export’s level. We focused on answering the following
question: how innovation and entrepreneur’s international network influence export’s
level? Although there has been a growing recognition of the role of innovation and
network on the internationalisation of firms, very few empirical studies correlate these
three dimensions, and we’ve tried modestly to contribute to covering this gap by a
theoretical framework compilation which was tested in this research.

We have tested four hypotheses, the first one is about innovation and its positive
impact on helping firms to be more export oriented, and in a better position to distinguish
themselves in the foreign market. The second one is the entrepreneur’s international
network that may influence positively research and evaluation of foreign markets
opportunities. The third one is the impact of the environment on export’s level. The last
one is the interaction between environmental impact and international networking. To test
these hypotheses, the study built on quantitative data collected from the GEM using a
sample of 8,605 firms from 15 countries. The main results were expected and led to
understand and explain the correlation between the combination innovation networking
and export level.

Researchers emphasised the need to clarify the sense of causality between innovation
and exports. Moreover, innovation, knowledge and capabilities are central themes in
research on international strategy and business performance. However, to maintain their
competitive advantage, firms must learn from their activities in international markets and
translate this knowledge into more innovations that better meet the changing needs of
domestic and international consumers. Innovation and exports are complementary
activities that reinforce each other (Filipescu et al., 2013; Golovko and Valentini, 2011).
Therefore, in our study, we argue that resources and innovation can influence exports.
The question of causality between innovation and exports is only half resolved. The
reverse link, the influence of exports on innovation in exporting firms, remains to be
verified, especially in MENA countries.
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