Ahmadian and Abdolmaleki Journal of Global Entrepreneurship Research JOU rna| Of G | oba |

(2018) 8:17

https://doi.org/10.1186/540497-018-0104-8 Entrepreneurship Research

RESEARCH Open Access

Network typology and international ® e
opportunity recognition: moderating
role of entrepreneurial orientation

Sahar Ahmadian ® and Somayeh Abdolmaleki

* Correspondence:
drahmadiani@gmail.com
Department of Business
Management, Buinzahra Branch,
Islamic Azad University, Buinzahra,
Iran

@ Springer Open

Abstract

International entrepreneurship (IE) is fundamentally captured in the identification and
exploitation of opportunities for international exchange. Yet little is known about the
methods used by entrepreneurs for opportunity recognition. Previous work on IE
emphasizes the importance of social networks for identifying opportunities in foreign
markets. While business network and institutional network are less studied in
previous studies, this paper aims to examine the effect of social, business, and
institutional network on international opportunity recognition with the moderating
role of entrepreneurial orientation. By applying network based theory to the analysis
of 150 Iranians SMEs, the result indicates that; social network, business network, and
institutional network positively affect international opportunities recognition.
Furthermore the results show that entrepreneurial orientation moderated the effect
of business, and institutional network on international opportunity recognition. While
the moderating role of entrepreneurial orientation in the effect of social network on
international opportunity recognition, is not supported.

Keywords: Network typology, International opportunity recognition, Entrepreneurial
orientation

Background

Opportunity recognition as a crucial issue in the entrepreneurial process has been the
subject of much debate in the field of entrepreneurship (Shane & Venkataraman,
2000). Literature is full of remarks about International Opportunity Recognition (IOR).
Some researchers have highlighted the contribution of opportunity recognition in
broadening our understanding of the internationalization behavior of firms. This
issue has also raised a long debate about providing entrepreneurs with accurate
means to recognize and to take a better use of new opportunities in foreign markets
(Chandra et al., 2009).

Ellis (2008) conceptualizes international opportunity as the chance of being involved
in exchanges with new foreign associates. He maintains that firms can go on an
exchange with different types of agents for instance, collaborative venture partners, man-
ufacturers, distributors, licensees, franchisees and clients. However, internationalization
can be facilitated by establishing network ties of firms contribute to internationalization
process (Coviello, 2006). Some scholars (Ozgen & Baron, 2007; Singh et al. 2000) show
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that there is a positive link between the number of an entrepreneur’s network ties and op-
portunity recognition. The role of network ties as a key resource to internationalization
has been well established. The ties between firms, individuals and managers or entrepre-
neurs are of immense value to small and medium-sized enterprises (SMEs). Similarly, the
network model of internationalization proposed by Johanson and Mattsson (1988a, b)
highlight that the network ties serve as a conduit to foreign markets. The more ties, firms
establish, the more chances would they have for identifying new opportunities. The reason
is that SEMs suffer from a deficiency of resources which are required for
internationalization and such ties play an important role in spreading information on
novel opportunities and the ability to identify the opportunities depends on the extent to
which the ties are linked with one another (Burt, 2004,).

Though the role of ties in the internationalization process of SMEs has been well
discussed, our knowledge about the way SMEs identify opportunities for foreign
market entry is limited. Even less exists on how network ties are used and estab-
lished in recognizing such opportunities. In addition, the moderating role of entre-
preneurial orientation between the network type and IOR needs more investigation.
To address these issues, the following questions are of interest; Does the social,
business, and institutional network effect on recognizing opportunity in foreign
markets? Does the entrepreneurial orientation of entrepreneurs moderate the effect
of social, business, and institutional network on recognizing opportunity in foreign
market? To address the identified gap, we recruited top Iranian SMEs in Tehran
city to participate in our study. In so doing, this paper hopes to contribute to our
knowledge about network model of internationalization theoretically. This paper is also a
response to a call for more investigation on IOR (Dimitratos & Jones, 2005; Ellis, 2008;
Oviatt and McDougall, 2005a, b; Zahra et al., 2005) and the role that network ties play in
the identification of opportunities for internationalization (Ellis, 2000, 2008). Moreover,
this paper aims at expanding our knowledge in International Entrepreneurship (IE) by
focusing on bridging networks when SMEs find a way into foreign markets (Graves &
Thomas, 2004).

Theoretical background

Initially, we present the network model of internationalization, and explain terminology
associated to networking. Such explanation is of great important because the termin-
ology we found in the pertinent literature is rather fragmented. Drawing upon the
available literature on IOR, we present the relevant constructs and differentiate types of
network ties in the following section.

Network theory and international entrepreneurship

The network theory is a more recent internationalization theory (Hollensen, 2007). In
the network theory, internationalization is seen as an entrepreneurial process that is
embedded in an social, business, and institutional web which supports the firm in
terms of access to information, human capital, finance, and so on (Bell et al., 2003) The
network theory of internationalization was born in the late 1980s by Johanson and
Mattsson. They argued that internationalization can be facilitated by establishing net-
work ties with other firms which are themselves part of a network in a foreign market.
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The ties between firms in different markets serve as conduits to get into foreign mar-
kets. According to this model, firms can cope with its limited resources provided that
they promote their positions in an existing network, or develop new ties. In networks,
shared interests encourage firms to establish and maintain network ties with each
other to reap the reciprocal benefits of networking (Johanson and Mattsson, 1988a, b;
Johanson & Vahlne, 2003).

In foreign markets, firms can establish connections with different agents, for instance
with clients, competitors, suppliers, distributors, non-profit and public organizations. A
thorough search of the available literature shows that the word “network” is used in
different way, but all existing definitions of this word include connections between
organizations or individual agents. (Coviello & Cox, 2006).

Literature shows that scholars have mainly drawn upon the network model of
internationalization to investigate the interactions occurring between the organiza-
tions or by individual entrepreneurs for identifying opportunities in foreign mar-
kets. Network ties between firms or individual entrepreneurs have been classified
based on different aspects of networking within each specific network association.
As in the international business context, SMEs establish variety types of networks
with different group of agents (Zain & Ng, 2006). For instance, some research has
investigated the effect of a network interaction on the social aspect of an
organization under the title of social networking (Arenius and De Clercq, 2005;
Kostova & Roth, 2003). Some studies have focused on understanding the
inter-connections of a mutual interaction under the headline of business network-
ing (see Slotte-Kock, 2009) and some research has focused on connections
associating with formal institutions under the title of institutional networks
(Bruton et al., 2010). This study is an attempt to investigate three types of network
including; social, business, and institutional networks that are between firms and
between entrepreneurs to understand how SMEs are informed about international
opportunities in foreign markets.

Hypothesis development

Social network and IOR

Social network refers to a set of relationships associating an individual with other
people (Ellis, 2011). An important issue in the scope of social networking and
entrepreneurship is how social ties, as bridges, can be used for disseminating infor-
mation about new opportunities. Opportunities are exogenous occurring due to
market flaws and the groundbreaking information. However, as information about
opportunities spreads erratically through society, those who are the first to identify
them have advantage over their competitors when it comes to exploiting opportun-
ities. The ability to recognize novel opportunities is associated with the number of
one’s ties and the extent to which the ties are associated with others. As those
who are linked within social groups are more likely to be aware of what others in
the same group know, the information about new opportunities are likely to diffuse
through the ties connecting people in separate social groups. Previous studies on
internationalization of the firm have examined the effect of social ties in opportunity
recognition by focusing on individual networks. More specifically, a growing number of
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scholars are interested to know how entrepreneurs learn about international opportunities
through their existing ties with others (Ellis, 2008). Thus, we hypothesize as follows:

H1: Social network positively affects IOR.

Business network and IOR

The term business network often refers to as a set of connections associating one
firm with other ones (Ellis, 2011). Ford et al. (2002) defined business network as
a complex network of companies, working together to accomplish certain goal. He
stated that firms are inevitably part of business networks. The opportunities lie in
business network and this position. Through business networks, firms can avail
themselves to information, resources and opportunities and guarantee their accom-
plishment (Burt, 2000; Zaefarian et al., 2011; Thornton III et al, 2015). We therefore
hypothesize that:

H2: Business network positively affects IOR.

Institutional network and IOR

Institutional networks refers to as a set of connections associating with formal in-
stitutions such as unions, governments, international development centers,
innovation centers, business incubator, financial and research institutions, and etc.
Institutions offer a variety of support services and in so doing they improve firms’
knowledge, resource management, and internationalization behaviors (Séror, 1998).
Entrepreneurship research in the framework of institutional theory can contribute
to our understanding of international entrepreneurial behaviors. The theory ex-
plains how firms fix their operational positions and acquire legitimacy in variety of
institutional milieu. This type of networking aims at promoting firms’ activities in
foreign markets and fight off the sociocultural and resource challenges that nega-
tively influence the recognition and utilization of international opportunities in
different context (Szyliowicz & Galvin, 2010; Bateman, 2000; Ceglie, 1999). Spencer,
(2005) argue that institutional structures create new entry and influence both de-
velopment and renewal aspects of IE. Such structures are necessary to survive in
the unstable international business milieu. A careful perusal of literature shows that
the discrepancies in existing innovation and expansion strategies adopted by firms
are associated with the different institutional context where the business systems
are located. Entrepreneurial actions are influenced by institutional factors: commu-
nity norms towards entrepreneurial efforts and the extent to which governments
can create and maintain an environment promoting entrepreneurship. In this study,
actions undertaken by governmental and community contributors can demonstrate
themselves in institutional investments and support for public and semi-public
agencies that promote ground-breaking, IE (Bruton et al., 2010; McDougall &
Oviatt, 2000). We thus hypothesize that:

H3: Institutional network positively affects IOR.
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The moderating role of entrepreneurial orientation

Since Entrepreneurial Orientation (EO) was introduced by Covin and Slevin (1989),
much research has been carried out in this area. EO is firms’ strategy-making practices
for identifying and initiating corporate business enterprise that can be manifested in
the patterns of action or decision making strategies. The patterns and strategies can be
generalized to other organizations. Such viewpoints are demonstrated in a firm’s usual
practices and corporate culture. Actually, EO stands for a mind set and a viewpoint
about entrepreneurship. The positive role of EO in success and performance of firms
has been well established (Gathungu et al. 2014). Firms who are targeting successful
corporate entrepreneurship need to have an EO. Some scholars argue that EO as an
opportunity-seeking orientation includes firms’ activities for exploring market areas
that could bring benefit for them (Wiklund and Shepherd 2011; Boso et al. 2013). Some
researchers have examined whether EO can directly influence the performance (Rauch
et al,, 2009), growth and profitability of the firm (Davis, 2007; and Giudici, 2013), and
sustainability (Wiklund, 1999).

A growing literature has documented a positive correlation between firms’ network-
ing practices and EO (Parida et al., 2009). Firms with more EO are expected to perform
better than those who have less EO. More EO enables entrepreneurial firms to
recognize and exploit opportunities in unique a way that is different from
non-entrepreneurial ones (Gathungu et al. 2014). Literature also shows that inter-firm
networking can positively influence EO (Davis, 2007). Wiklund and Shepherd (2003)
conducted a study on the moderating role of EO in the relationship between knowledge
based resources and performance. They found that this relationship was more vigorous
among firms with more EO. Other studies have found that small firms can positively
influence EO through their networking practices (Parida et al., 2009). Firms with more
EO are able to find more opportunities in foreign markets. Therefore, this study exam-
ines the moderating role of EO in the effect of network ties including; social, business,
and institutional on IOR. Drawing upon the theoretical background, we predict that;

H4: EO moderates the effect of social network on IOR.
HS5: EO moderates the effect of business network on IOR.
H6: EO moderates the effect of institutional network on IOR.

A structural model

Based on the interrelated hypothesis, we formulate a structural model in which IOR is
the dependent variable, social, business and institutional network is the independent
variable, and EO is moderating variable. The model is shown in Fig. 1.

Research design

Sample and data collection

The data for the current study was gathered through an online survey in December
2016. The sample recruited in the study was 150 leading exporting SMEs who were
nominated by the Iran Trade Promotion Organization (ITPO) in last 3 years. To dem-
onstrate the national willpower of the government and people, to promote non-oil ex-
ports and economic growth, the State Council of General Culture in Iran recognized
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October 21 as “National Exports Day” in 1977. National Exports Day is hosted by Iran
Trade Promotion Organization and attended by the president to nominate leading expor-
ting companies and to promote exporting culture and to encourage well-known exporting
agencies and commercial and economic actors to remain highly active in their own fields.

The survey link was sent to 160 leading exporting SMEs who were nominated by this
organization between 2014 and 2016. The participants we recruited were CEOs, export
managers, sales managers, or the ones with the similar positions. We ensured that the
participants had adequate knowledge about their firm’s operations in the international
market to collect the pertinent answers related to our research questions. We sent
e-mail reminders to the non-responding firms and contacted SMEs via phone calls to
ensure a higher response rate. Total 150 questionnaires were filled out and sent back.
The average age of the participant was 30 years, and the average years of experience in

international business were 4. The average number of staff was 70.

Measurement
All the variable measurements are adopted from the previous literature; the format

used is a Likert scale requiring the respondents to choose a position based on a 1 to 5

range (1-strongly disagree to 5-strongly agree). (See Table 1).

Reliability and validity of scales

Although Partial Least Square (PLS) estimates parameters for both the links between
measures and constructs (i.e., loadings) and the links between different constructs (i.e.,
path coefficients) at the same time, a PLS model is usually analyzed and interpreted
sequentially in two stages as follows: (1) an assessment of the reliability and validity of
the measurement model, followed by (2) an assessment of the structural model and (3)
an assessment of the overall measure of the model. This sequence ensures that the re-
searcher has reliable and valid measures of constructs before attempting to derive con-

clusions about the nature of the construct relationships (Hulland 1999).

Assessment of the measurement model
We evaluated the adequacy of the measurement model following the instruction of
Hulland (1999). To this purpose, we calculated the reliability of each item, the
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Table 1 Measurement model results

Construct and scale items Loading Cronbach’'s  CR AVE
alpha
Social Network (Adapted from Ellis 2008 and Oparaocha 2015)° 0.84 079 062
How much international opportunities did you recognize via:
g1: via family and relatives 0424
g2: via friends 0.599
g3: via personal contacts 0523
g4: via other acquaintances 0.674
g5: via former classmates or neighbors 0.628
g6: via colleagues in previous jobs 0.751
q7: via employees 0.517
Business Network (Adapted from Oparaocha 2015)° 0.79 085 053
How much international opportunities did you recognize via:
g8: via business partners 0.400
q9: via suppliers 0.764
q10: via producers 0.704
q11: via competitors 0.735
q12: via customers 0.602
q13: via other stakeholders 0.744
Institutional Network (Adapted from Oparaocha 2015) 0.84 0.83 057
How much international opportunities did you recognize via:
q14: via government agencies 0.725
q15: via business incubators 0.851
q16: via financial institutions 0.715
q17: via R & D institutions 0.697
q19: via chamber of commerce® 0.632
Entrepreneurial Orientation (Adapted from Shan et al. 201 6)° 0.79 0.86 0.55
Risk taking
020: Export Manager in our venture, tend to invest in 0522
high-risk export projects
g21: This business venture shows a great deal of tolerance 0.547
for high risk export projects
022: Our export strategy is characterized by a strong 0.571
tendency to take risks
g23: Taking chances is part of our export business strategy 0.534
Proactiveness
g24: We seek to exploit anticipated changes in our export 0.589

market ahead of our rivals

025: We act opportunistically to shape the export environment 0.554
in which we operate

q26: Our foresight makes us a leader in our export market 0.599
Competitive aggressive

g27: We typically adopt an “undo-the-competitor” posture 0.725
in our export markets

g28: We tend to target our export competitors — weaknesses 0.640

029: We take hostile steps to achieve export competitive goals 0.597
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Table 1 Measurement model results (Continued)

Construct and scale items Loading Cronbach’'s  CR AVE
alpha
Autonomy
030: Export personnel behave autonomously in our export operation 0.589

g31: Export personnel act independently to carry out their export ideas  0.571
through to completion®

International Opportunity Recognition (Adapted from Ellis 2008)° 0.82 0.78 057
Our company had greater:

Q33: Foreign sales volumes in the past 3 years 0.565

Q34: Foreign market share in the past 3 years 0.742

Q35: Foreign sales agreement volumes in the past 3 years 0.539

Our company recognized opportunities in:

Q36: more different countries in the past 3 years 0.694
Q37: more different cultures in the past 3 years 0.570
Q38: more different languages in the past 3 years 0.533

“Based on a five-point Likert scale, where 1=not at all and 5 = very much
PBased on a five-point Likert scale, where 1= strongly disagree and 5 = strongly agree
“Questions of “q18” and “q32" are removed because loading factor was under than 0.4 for these questions

convergent validity of the measures related to individual constructs, and the discrimin-
ant validity. In PLS, for evaluating the reliability of each individual item, the loadings of
the measures with their respective constructs should be calculated. We eliminated
those items whose loadings were below 0.4 (the threshold 0.4 is suggested for factor
analysis) or 0.5 (Hulland 1999). To evaluate the convergent validity in PLS, it is need to
calculate either one or more than one of the measures below: a) Average Variance Ex-
tracted (AVE), b) Cronbach’s alpha, and ¢) Composite Reliability (CR).

We eliminated questions of 18, and 32 with loadings below 0.4 in a model and
we tested the measurement model. As it is shown in Table 1 all items have load-
ings above 0.4 (Hulland, 1999), Cronbach’s alpha is bigger than 0.7 (Cronbach,
1951), CR is bigger than 0.7 (Nunnally, 1978), and AVE stands above 0.5 (Fornel
and Larker, 1981). This means that the measurement model we have proposed has
adequate assessment (See Table. 1).

Assessment of the overall measure of model

To evaluate overall measure of model, we used the two-stage PLS approach. The
reason is that we had moderator variables. Chin et al., (2003) were among the first
scholars who proposed the two-stage approach. Later, Henseler and Fassott (2010)
and Henseler and Chin (2010) elaborated what was earlier proposed by Chin and
his associates (2003).

To estimate the latent variable scores, in the first-stage, the PLS path model was run.
Using Henseler and Chin’s (2010) procedure, we calculated latent variable scores. Our
analysis at this stage shows that all paths are more than “1.96”. This confirms the
effects of latent variables at significant level of %95 (the minimum level) Therefore, the
independent variables, namely, social, business, and institutional network influence the
dependent variable or IOR (see Fig. 2). In the second-stage, for testing moderating
effect, we inserted moderators and its interaction (or moderating) effects in the PSL. In
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so doing, our main effects model became a moderator one and subsequently the main
effect changed to single effects and the effects were interpreted (see Henseler & Fassott,
2010; Henseler & Chin 2010).

Hierarchical regression testing We analyzed the effect of EO (as a moderating
variable) on three types of networks (social, institutional and business) and compared
them with the results in the first phase of stage 2. Our results confirmed that EO has a
moderating effect on social, business, and institutional network ties (Table 2).

The effect size of moderating variable In the second phase of stage 2, the effect size
of export EO (as a moderating variable) on social network, business network, and
institutional network have been estimated by path coefficient. The result shows that the
effect size of export EO for social network, business network, and institutional network
respectively are “0.641”, “0.853”, and “0,525”.

Significance weight evaluating In this stage, we performed t-value testing to analyze
the significance of interaction effect with predicting variable. Comparing T-values show
the effect of EO on business network (¢ =2.089) and institutional network (¢ = 2.748) in
IOR is significant. However, this effect on social network (t=1.176) is insignificant as
the t —value is less than 1.96 (Fig. 3). In addition Confirmatory Factor Analyses (CFA)
indicates that factor loading of all items exceed 0.4 which shows a very good fit.
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Fig. 2 The result of first-stage by Smart-PLS (without moderating variable)
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Table 2 Hierarchical regression testing summary

model R R-Square R? adjusted AR? F Sig. AF
1 0.620° 0375 0.375 0.385 90.77 0.000
2 0.684° 0439 0439 0.083 2262 0.000
3 0.686° 0436 0436 0.014 389 0.000
4 0.690¢ 0438 0438 0.012 344 0.000

?social network, business network, institution network, export entrepreneurial orientation

bsocial network, business network, institution network, export entrepreneurial orientation, export entrepreneurial
orientationx social network

“social network, business network, institution network, export entrepreneurial orientation, export entrepreneurial
orientationXx social network, export entrepreneurial orientationx business network

9social network, business network, institution network, export EO, export entrepreneurial orientationx social network,
export entrepreneurial orientationx business network, export entrepreneurial orientationx business network

Hypothesis testing

To test our research hypothesis, we performed the t-test (t-value) and calculated stand-
ard coefficients. In PLS, hypothesis testing is carried out when the measurement model,
the structural model, and the overall measure of the model were assessed and analyzed.

Results

Statistical analysis of the data show that the t-values for H1, H2 and H3 were “4.009”,
“3.058” and “3.121” and standard coefficients for each hypothesis were “0.071”, “0.557”,
“0.398” at a significance level of %99.

For the fourth hypothesis, t-value was equal to “1.176”. This means H4 with the
significance level of %95 is rejected. For the fifth hypothesis, t-value was “2.089”, and
standard coefficient was equal to “0.853” and for the sixth hypothesis, t-value was
“2.747”, and standard coefficient was “0.525”. This means that H5 and H6 with signifi-
cance level of %95 and %99 respectively are supported.

Based on our results, we can conclude that social, business, and institutional network
ties are associated with international opportunities recognition. We also found that EO
acts as a moderator in the relation between business, and institutional networks and
the identification of international opportunity. However, EO does not play a moderating
role in the relationship between social network and IOR. The results are summarized
in Table 3.

Conclusion, discussion and contribution

This study aims at examining the moderating role of export EO that play between the
types of network ties (social, business, and institutional networks) and IOR. The
findings of this study show that social networks effects on IOR. The findings are in
agreement with the idea of entrepreneurship scholars (Aldrich et al., 1986; Ellis, 2011;
Ozgen and Baron, 2007; Singh, 2000; Venkataraman, 1997), who argue that
opportunities are identified by individuals. Similar to previous studies, we found that
entrepreneurs come to know about international opportunities via their existing ties
with others (Crick and Spence, 2005; Ellis and Pecotich, 2001a, b; Harris and Wheeler,
2005; Sharma and Blomstermo, 2003; Zain and NG, 2006; Ellis, 2008; Ellis, 2011). Our
findings reecho the results of the studies conducted by Ellis (2008) that show social net-
working can contribute to internationalization of the firms. Therefore, establishing
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social network ties between entrepreneurs would help firms to learn about opportun-
ities in foreign markets.

The findings of the study also show that that business networks can influence IOR.
The findings are in consistent with the results of previous studies (Blankenbur Holm,
1995; McDermott & Corredoria, 2010) that limitations caused by the lack of business
network ties negatively influence internationalization decisions This result reechoed the
by previous research (Child et al. 2002; Coviello 2006; Ellis 2008; Johanson and

Table 3 Results of hypothesis

Paths p- T Standard Results

values Statistics coefficients
Social network————— =>I0R 0.001 4.009 0.071 Supported
Business network————— —>I0R 0.001 3.058 0.557 Supported
Institutional network————— ->|0R 0001 3121 0.398 Supported
The moderating role of export entrepreneurial orientation in 0000 1.176 0.641 Not-Supported
the effect of social network on IOR
The moderating role of export entrepreneurial orientation in 0000  2.089 0.853 Supported
the effect of business network on IOR
The moderating role of export entrepreneurial orientation in -~ 0.000 2.784 0.525 Supported

the effect of institutional network on IOR
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Mattsson, 1988a, b; Kontinen and Ojala 2011; and Ojala, 2009) that show establishing
formal ties with business associates and informal ties with trusted friends can provide
firms with valuable knowledge about international opportunities.

Our findings showed that institutional network ties have a key role in the identi-
fication of international opportunity. This finding is consistent with previous re-
search (Bruton et al. 2010; and Oparaocha 2014) that institutional resources can
promote the entrepreneurial activities of SMEs at the international level. Therefore,
institutional network resources can be used to improve the entrepreneurial actions
of SMEs in international market (Oparaocha 2014). To have a chance to use the
resources and to identify opportunities in international markets, entrepreneurs need
to establish institutional network ties (e.g. government organizations, chamber of
commerce). Such ties are quite important when SMES’ resources are deficient
(Ruzzier et al. 2006; Oparaocha 2014).

Our findings show that firms with more EO have access to more opportunities in
foreign markets via business and institutional network ties. Covin et al. (2006) and
Gathungu et al. (2014) found that more EO enables entrepreneurial firms to recognize
and exploit opportunities in unique a way that is different from non-entrepreneurial
ones The results show that SMEs with more EO are more likely to invest more efforts
in exploring opportunities in foreign markets via business and institutional network
ties. Interestingly, the findings show that EO doesn’t play a moderating role in the
relationship between social network ties and IOR. However, our study support the idea
that inter-firm relations, for instance institutional and business network ties, enhance
opportunity recognition in foreign markets when firms have more EO. In contrast the
magnitude of EO doesn’t play a moderating role in the relationship between social
network ties and IOR.

As developing required resources for recognition of international opportunity is
tricky and time consuming for new business enterprise and small firms, we conclude
that SMEs need to use social, business, and institutional networks to overcome
resource deficiencies and have access to sparse and particular resources that the firm
requires for its establishment and its international growth. Firms should be aware that
magnitude of EO moderates the effect of business, and institutional networks on op-
portunity identification in international markets. Thus, to help new business enterprises
and small firms with recognition, creation and utilization of entrepreneurial opportun-
ities, the firms need to rely on joining networks and thus gaining competitive advan-
tages from external relationships.

The study has practical implications for policy makers and mangers of SMEs at
macro and micro level. At the macro level, the findings can be used by policymakers
who target to make the entrepreneurial ventures internationally recognized. At the mi-
cro level, the results can provide SMEs’ managers with a better picture about inter-
national entrepreneurial capabilities and help them to cope with the challenges of
international markets. Therefore, SMEs’ capabilities and their internationalized their ac-
tivities need to be introduced. This paper hopes to contribute to our knowledge about
network model of internationalization and the impact of network ties on IOR. It is also
hoped that this paper succeed in promoting international opportunities as “a unifying
concept of international business and entrepreneurship in IE as a field of scholarly
research,” (Mainela et al., 2014).
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Managerial implication
The results of the study have some other practical implications. Our study found that
in SMEs, EO can facilitate the impact of business and social network ties on the
identification of international opportunity.

Therefore, to promote international opportunities recognition, SMEs need to view
EO as a significant strategic element while they are developing their strategies.

Moreover, SMEs need to broaden their understanding of different types of network
ties. To successfully realize the opportunities implications, SMEs need to improve
social, business and institutional networking. No doubt that institutional networking by
SMEs can facilitate the recognition of international opportunities.

The results of the current study can be a call for SMEs to search and take a better
advantage of institutional support. However SMEs cannot utilize any services/resource
that they are not aware of. This implies that SMEs need to invest more effort to establish

institutional network ties to exploit the related resources and get actively involved in IE.

Policy implication

Given that institutional network ties play a key role in the entrepreneurial
internationalization of SMEs, the results of this study can be used by governments,
policy makers and public institutions to make institutional networks accessible for the
SME to ensure the international competitiveness of their national economics (Bosma
and Levie, 2010; Greene and Mole 2006; Lu and Beamish 2001; Oparaocha 2015). This
is consistent with the idea that SMEs who manage to access the resources needed for
international growth can foster dynamic economy, because SMEs stimulate innovation
and contribute to economic renewal. Nevertheless, providing SMEs with financial
resources can not necessarily help them to overcome challenges associated with SMEs’
resource deficiencies. Drawing upon our findings, we suggest policymakers collaborate
with SMEs when developing institutional programs to make sure that SEMs are aware
of, and have access to, the institutional resources that and in so doing, increase their
engagement in IE.
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