(JCE) Journal of Contemporary Economics 7(1) (2023), 77-90

— Journal of Contemporary Economics
[l Journal homepage: https://swotjournal.com/index.php/casopis/index

Journal of Contemporary Economics

The role of entrepreneurial networks in overcoming export barriers of small
and medium-sized enterprises from developing economies

Lidija Mitrasevic !

! University East Sarajevo, Faculty of Economics Brcko, Bosnia and Herzegovina

ARTICLE INFO

Review article

Received: 23rd of October 2023

Received in revised: 20th of November 2023
Accepted: 22nd of November 2023
doi:10.7251/JOCE2307077M

UDK 330.356.2:004.738.5

Keywords: entrepreneurial networks,
export barriers, small and medium-sized
enterprises, post-transition economies.

JEL Classification: L26

ABSTRACT

The role of entrepreneurial networks in overcoming export barriers of
small and medium-sized enterprises (SMEs) varies depending on the
development level of the domestic institutional environment. So far rele-
vant literature has been dominantly focused on the effects of participa-
tion of SMEs from developed economies in different forms of domestic
and international entrepreneurial networks. However, in the last two
decades, the SMEs from post-transition economies (PTE), namely de-
veloping economies, have become more involved in international busi-
ness which is an important challenge for them because of resource
scarcity and a long period of international isolation. Starting from the
entrepreneurial perspective of internationalization based on accelerated
internationalization models, the paper considers modes, motives, bene-
fits, and obstacles of establishing alternative management structures -
SME entrepreneurial networks in institutional discontinuity conditions.
The research aim is to indicate the importance of establishing network
connections as a modus for overcoming resource and institutional ex-
port barriers of SMEs from PTE. The research is based on the analysis
and synthesis of relevant literature in the field of international entrepre-
neurship and network approach to the internationalization of SMEs in
the context of PTE. Based on conceptual analysis and the results based
on previous research, pragmatic recommendations for export SMEs
from PTE regarding the choice of appropriate participation modality
in entrepreneurial networks are stated.
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1. Introduction

The internationalization of small and medium-
sized enterprises (SMEs) from post-transition
economies (PTE) has become an intriguing area of
interest for the scientific and expert public in the last
two decades (Ribau et al,, 2018) due to large empiri-
cal evidence of their success in an international mar-
ket (HSBC, 2016). Oviatt and McDougall (Oviatt
& McDougall, 1994) pointed to the existence of in-
ternational entrepreneurial organizations (IEO)
which are, regardless of resource scarcity, active in an
international market at the early stages of their busi-
ness, as well as the fact that their business patterns
cannot be explained based on classical theories
based on the models of the incremental process of
internationalization. It instigated the development of
the entrepreneurial perspective of internationaliza-
tion (based on the models of accelerated interna-
tional expansion) and the appearance of
international entrepreneurship as a special area of re-
search (Perényi & Losoncz, 2018). Initially, the
focus of the research was on international entrepre-
neurial organizations from developed countries, but
the pronounced institutional and cultural specifici-
ties of different national economies influenced the
intensification of international comparisons of en-
trepreneurial internationalization (Jones et al.,
2011), and thus the consideration of the interna-
tionalization of entrepreneurial ventures from devel-
oping countries.

The initiation and success of SMEs' entrepre-
neurial internationalization are significantly influ-
enced by their partners, suppliers, customers, and
other actors, as well as the characteristics of the envi-
ronment in their own country and abroad. Among
the main entrepreneurial challenges, and especially
for PTE entrepreneurs, is the choice of mode for ini-
tiating, managing, and developing foreign business
in the conditions of the poorly developed institu-
tional environment. Besides the internationalization
of business transactions, the exploitation of foreign
locations' advantages and unique resources, and the
establishment of alternative management structures
(hybrid or network structures) represent a require-
ment for the existence and sustainability of IEO
(Oviatt & McDougall, 1994, p. 54).

Although in relevant literature, the interpreta-

78

tion and comprehensiveness of the term business ac-
tivities internationalization vary depending on con-
ceptual and contextual approach, export is
considered the most common SMEs international-
ization modality (Dimitratos et al., 2003; Stoian et
al., 2018). For that reason, entrepreneurial net-
works, their modalities, and potential benefits that
export SMEs, in the conditions of institutional dis-
continuity, can realize by participating in various
forms of domicile and international networks, are
considered further in the text. The research aims to
indicate a broad range of possibilities and the signifi-
cance of establishing network relationships as a
mode for overcoming resource and institutional ex-
port barriers of SMEs from PTE. The theoretical
contribution of the research is reflected in shifting
the focus from business subjects from developed
economies to SMEs from developing countries
while considering entrepreneurial patterns of (accel-
erated) internationalization via the establishment of
network relationships. It allows institutional authori-
ties to identify the areas in which the export SMEs
need the greatest help, and entrepreneurs to perceive
various types and benefits of networking in the initi-
ation and development of export activities. In the
paper, following the introduction, there is a litera-
ture review where the way of functioning and net-
work structure typology are explained and common
characteristics of entrepreneurial networks are de-
scribed. In the third part of the paper, the potential
effects of entrepreneurial networks on SME interna-
tionalization are analyzed, while in the fourth part,
based on the review of empirical research, the im-
portance of entrepreneurial networks for SMEs ex-
port activities from PTE is indicated. The paper
ends with the conclusions and implications for the-
ory, policies, and management decisions.

2. Literature review

2.1. Entrepreneurial networks and network
structure typology

From the perspective of internationalization, an
entrepreneurial network represents the establish-
ment of two or more relationships of entrepreneurs
or entrepreneurial teams with business partners
(customers, suppliers, distributors, competitors, fi-



nancial institutions), government agencies (regula—
tory and public agencies), educational institutions
(universities and research centers), business associa-
tions and private agencies (chambers of commerce,
trade associations, agency for support for the inter-
nationalization) and other close social groups (fam-
ily, friends) that enable and/or facilitate
international expansion (Revindo et al,, 2019). In
the relevant literature, there are various approaches
to the classification of networks and network behav-
ior, a method of establishment, development, and
maintenance of network relationships, the level of
engagement and role of individual participants in a
network, as well as the adequacy of use of network
approach in SMEs entrepreneurial internationaliza-
tion from PTE.

Entrepreneurial networks can be classified into
economic and non-economic networks, technologi-
cal networks, regional networks, social networks,
etc. (Nummela, 2004, p. 134). From the viewpoint
of the source of network relationships, SMEs can
make connections with formal institutions (includ-
ing all government agencies), business associates
(suppliers, global supply chains, other enterprises),
or via personal contacts (relatives, friends, col-
leagues) (Malecki, 2018). Furthermore, formal, in-
formal, and intermediary relationships are
differentiated, whereby formal relationships are the
basis of the functioning of business networks, the in-
formal ones of social networks, while intermediary
relationships are created when a third party ties the
actors of either business or social networks (Zahoor
et al., 2020, p. 447). Also, certain authors classify
networks according to (1) contents - social and
business, (2) the type of obligations between actors
- formal and informal, (3) the level of connection of
actors - personal and organizational networks, and
(4) business functions — production, finance, mar-
keting, etc. (e.g. O'Donnell et al,, 2001).

Differentiating between certain types of entre-
preneurial networks is also performed depending on
the manner of the development of SMEs relation-
ship with the actors in a network, which can be ac-
tive or passive (Hilmersson & Hilmersson, 2021).
Active networking implies SMEs taking initiative
while building network relationships to facilitate ex-
port activities, while passive networking refers to the
situation when building network relationships is ini-

tiated by other actors (customers, importers, distrib-
utors, intermediaries), and SMEs have a passive role.

While researching network relationships in the
area of international entrepreneurship, it is necessary
to determine the differences and interconnection, as
well as the overlapping of network ideologies be-
tween the three basic types of networks that compa-
nies use in export (Figure 1).

Institutional networks represent the relation-
ships between enterprises and public institutions
that are established to provide support and create
conditions for enticing export, as well as improving
enterprise success in local and foreign markets
(Costa et al, 2017). They provide SMEs with mate-
rial and non-material resources that are not available
to them within their social and business networks.
Given that their ultimate goal is national economic
prosperity (based on the SMEs growth), govern-
ment authorities do not have profit motives for es-
tablishing network relationships, so they do not
charge for most services they provide (Oparaocha,
2015). Furthermore, the network interaction be-
tween actors can have a social aspect (social net-
works) or corporative aspect (business networks,
with the aim of potential provision of support to
SMEs export (Steinhduser et al,, 2021).

Figure 1
Network typology and network ideology overlapping
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Note. Retrieved and adapted from Oparaocha,
2015, p. 864.

Based on Figure 1, two overlappings of network
ideologies can be observed: 1) inter-organizational

79



and intraorganizational networks between the actors
of social and business networks and 2) interorgani-
zational and strategic networks between the actors
of business and institutional networks. The first
overlapping most commonly refers to technical and
procedural cooperation with the aim of business ex-
pansion and profitability, while the second overlap-
ping is based on other (most often non-profit)
motives and implies specific network relationships
that are not enveloped by institutional network rela-
tionships themselves (Oparaocha, 2015).

2.2. Common characteristics of entrepreneurial
networks

Although there are different approaches to
defining entrepreneurial networks and the absence
of unique and all-encompassing classification of net-
work structures, the following common characteris-
tics of entrepreneurial networks were identified in
relevant literature:

1. networks are different from formal hierarchical
structures,

2. networks do not have objective boundaries,

3. networks are stable structures, but they change in
time,

4. networks depend on previously made decisions
and experience and

5. networks are to be observed from the aspect of
structure and process (Spigel, 2017;
Poocharoen & Ting, 2015; Torkkeli et al., 2016;
Malecki, 2018; Dagnino et al,, 2015).

Networks are based on relatively permanent and
voluntary relationships of exchange which actors
manage autonomously and by the principle of reci-
procity, and not by the principle of control and coer-
cion, as the case is with formal hierarchical
structures (Spigel, 2017). They do not have an
owner and no actor manages the network, because
all the actors participate in network management.
Activities and resources that network actors make
available cannot be spontaneously combined, as
their coordination is needed (Dagnino et al,, 2015).
From the aspect of the level of power, individual ac-
tors can hold different positions (role, function and
identity) in a network, which depends on their eco-
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nomic base, technology, expertise, trust and legiti-
macy (Malecki, 2018). Therefore, some network ac-
tors can use their power strategically and influence
other actors (offering them relief) in order to
strengthen the network and thus realize their goals
more efficiently.

Unlike traditional organizational structures, net-
works do not have clear boundaries. Network actors
realize direct and indirect ties with external actors
and other networks, that is, each actor in a network
determines its subjective boundaries which are, in
practice, relative and arbitrary as they are the result
of its motives and perception (Poocharoen & Ting,
2015). The criteria for determining boundaries can
be a type of product, the technology that is used, the
national economy of interest, and others (Ratajczak-
Mrozek, 2017, p. 35). Due to the intangible nature
of relationships within and outside of a network, al-
though some actors are unaware of this, the exis-
tence of ties with third parties affects the
relationships in a certain network.

The relationships within the network occur in
the process of long-lasting temporal interdepend-
ence and considerable resource involvement which
contributes to creating firm and binding ties, that is,
network stability (Torkkeli et al., 2016). Besides the
invested time and resources while building network
relationships, network stability is also affected by the
existence of limited capabilities of individual actors
that could not act without the support of the net-
work, as well as the possibility of high costs due to
potential abandonment of network (Morais & Fer-
reira, 2020). However, the interaction of the actors
of a certain network with third parties affects its sta-
bility and dynamism. Although they are stable, net-
work relationships are not static, which is the
consequence of the actors’ tendency to build new re-
lationships that are included in the network, change
the network positions of actors, as well as change the
level and method of interaction between the existing
actors in the network (Yin & Zhou, 2021).

The existing relationships between actors within
a certain network have a strong impact on their indi-
vidual actions, because they are the result of previ-
ously made decisions and acquired experience. The
investment of time and resources into building net-
work relationships, as well as the development of
routine behavior patterns influence the efforts of



network actors to maintain the results of their invest-
ments in the existing relationships and continue ex-
ploiting them (Poocharoen & Ting, 2015). Mutual
trust and commitment of network actors are desir-
able, but, in the long term, they can limit their objec-
tivity in the decision-making process, as well as the
independence of acting and discovering new oppor-
tunities (Malecki, 2018). Too stable relationships
within a network can inhibit identifying and exploit-
ing new entrepreneurial opportunities and establish-
ing new relationships as potential sources of SMEs
further development.

The benefits that actors hope to get by partici-
pating in a certain network depend on several key
aspects, among which, are characteristics of network
structure and network processes (Dagnino et al,,
2015). Network structure represents a collection of
interconnected nodes (actors) based on reciprocity
and long-term adjustment to specific relationships,
as well as considerable resource investments (Rata-
jczak-Mrozek, 2017). Network structures are rela-
tionship patterns that exist between network actors,
and can be observed from the aspect of the level of
centralization (more or less centralized), the
strength of relationships (tight or weak relationship)
and the number of interactions between actors
(dense or sparse) networks (Poocharoen & Ting,
2015). On the other hand, a process approach refers
to an interactive and dynamic aspect of the analysis
of network relationships divided into subprocesses,
whereby each process consists of numerous phases
(Dagnino et al,, 2015). It implies the consideration
of behavior and the activity of actors in formulating,
developing, maintaining and exploiting the benefits
of participating in a certain network. Actors’ behav-
ior and activities include building trust, mutual re-
spect, mutual understanding and the commitment
to network relationships (Ratajczak-Mrozek, 2017).
Thus, network structures are the result of network
processes, that is, network processes precede and
represent a prerequisite for building network struc-
tures, but also their continuous change.

2.3. Potential effects of entrepreneurial networks on
SMEs' internationalization

Although relevant literature points out that en-
trepreneurial networks facilitate and accelerate

SMEs international expansion, the effects of net-
work relationships can also have negative implica-
tions (Nummela, 2004). For that reason, the positive
and negative influences of network relationships on
the internationalization of entrepreneurial ventures
are considered. Among the positive effects of net-
working, there are the initiation and instigation of in-
ternationalization, the influence on the choice of the
target market and the way of entering, the establish-
ment of foreign relations, and the access to foreign
distribution channels, enabling access to knowledge
of the chosen market, ensuring initial credibility in
new markets, decreasing the costs and risks of foreign
business activities, as well as the influence of the net-
work on the speed and patterns of SMEs internation-
alization (Morais & Ferreira, 2020, p. 69).

Networks are especially important at the early
stages of SMEs internationalization, because, by in-
clusion in networks, entrepreneurial ventures per-
ceive the significance and necessity of international
expansion, so they start to intensify their efforts in
that direction (Senik et al,, 2011, p. 260). Networks
enable the implementation of international business
vision of entrepreneurial ventures and offer consid-
erable moral support. It is especially pronounced if
they are based on personal relations (relatives,
friends, colleagues) (Perényi & Losoncz, 2018)
which provide them with initial funding, informa-
tion, advice, and emotional support in the realiza-
tion of the business idea and the internationalization
process acceleration (Malecki, 2018).

A very significant decision for SMEs is the
choice of the market where the first international ac-
tivity is realized, because, from their perspective, in-
ternational markets seem very broad and diverse
(Jones et al., 2011). Network actors with the great-
est influence on SMEs can offer guidelines for the
choice of foreign market, as well as the mechanism
for entering the target market itself. Due to intensive
contact with a key foreign partner, SMEs often imi-
tate its way of doing business, which, accordingly, in-
fluences the form of their international activity
(Morais & Ferreira, 2020).

The development of distribution channels for
the placement of products on an international mar-
ket is another challenge that SMEs face in export.
The establishment of network relationships with in-
ternational partners that have well-established distri-
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bution channels and can facilitate making contacts
with potential customers represents a convenient
way to solve this issue (Hilmersson & Hilmersson,
2021).

Network relationships with international part-
ners enable approaching, exchanging, transferring,
and acquiring necessary knowledge and information
(Zucchella & Magnani, 2016, p. 57). They can help
SMEs obtain knowledge about the local market on
which they plan to place their products or services,
as well as get relevant and reliable information that
will make it easier for them to identify marketing
and technological opportunities, key suppliers, insti-
tutional incentives or limitations, etc. (Morais &
Ferreira, 2020).

To achieve initial credibility and trust, as well as
to build a reputation in the international market,
SMEs need to work together with their network
partners on that. The presence of role models, men-
tors, and networks can significantly help entrepre-
neurs without much business experience (Petkovi¢,
2021, p. 433). Network partners must be in the
limelight (such as, for example, big and well-known
enterprises or institutions), as potential customers
and workforce, financial institutions, and media will
have a more positive perception of the SMEs they
are doing business with. “Borrowing” goodwill en-
ables SME:s to establish numerous beneficial rela-
tionships, and with it access to greater business
opportunities, resources, and competencies (Yin &
Zhou, 2021).

Well-established network relationships with for-
eign partners can also reduce transaction costs and
the costs associated with finding target customers
(Narooz & Child, 2017, p. 693). Considering the
pronounced uncertainty in the first export activity,
SMEs are not prepared for considerable engagement
of their resources, that is, they tend to avoid risk. By
developing network relationships with foreign part-
ners, they can change direct experimental learning
with indirect experimental knowledge via network
partners (Nabi & Zapata, 2018). This means that
SME:s have the opportunity to indirectly (and rap-
idly) gain international experience through net-
working relationships, which can have a positive
impact on reducing risk perception, and increase
willingness to commit the resources needed to suc-
ceed in a foreign market. Accordingly, networks can
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enable overcoming the shortcomings of necessary
resources and the capabilities for endurance and de-
velopment in a foreign market (Revindo et al.,
2019). Experiential knowledge obtained through
networking with foreign partners determines the
tempo, scope, and patterns of SMEs international-
ization since network relationships enable the estab-
lishing of close relationships with customers
(Morais & Ferreira, 2020).

However, the effects of establishing network re-
lationships on SMEs internationalization are not al-
ways positive, that is, their universal usefulness
cannot be stated since they may become the in-
hibitors of their international development (Num-
mela, 2004).

Although stable and long-term networks can fa-
cilitate internationalization, too tight relationships
tend to limit SMEs only to the resources, capabili-
ties, and business opportunities that are available
within subjectively determined boundaries of the
network, as well as to block cooperation with other
entities that could potentially provide them with ad-
ditional values (Malecki, 2018). It can influence the
narrowing of SMEs business horizons and limit the
search for international entrepreneurial opportuni-
ties beyond the existing network.

The acquired routines and behavioral patterns
resulting from previously made decisions and expe-
riences influence the objectivity of network actors
(Ratajczak-Mrozek, 2017), so there is a danger that
SME:s (due to their pronounced loyalty to network)
will endeavor to do business according to already es-
tablished patterns, which can limit their independ-
ence and complicate the capabilities of rational
decision-making.

SMEs have limited resources to invest in devel-
oping and maintaining network relationships, which
exposes them to the risk of overinvestment that, in-
stead of increasing value, can lead to neutral or even
negative results (Nabi & Zapata, 2018), that is, turn
the expected benefit to obligation only. For that rea-
son, SMEs should manage their network relation-
ships to achieve results that support their
international development instead of useless invest-
ments.

Summarized, the potential effects of entrepre-
neurial networks on SMEs internationalization are
shown in Table 1.



Table 1

Potential effects of entrepreneurial networks on SMEs

internationalization

Influences of networking on SMEs internationalization

Positive
- enable the implementation of
international business vision;
- provide moral, funding,
information, advice and
emotional support;
- offer guidelines for market
selection and entry mode
selection;
- facilitate making contacts with
potential customers;
- enable approaching,
exchanging, transferring and
acquiring knowledge and
information;
- enable the achievement of
initial credibility and trust;
- reduce transaction costs, the
costs associated with finding
target customers and risk

perception;

Negative
- tend to block
cooperation with other
networks and entities;
- narrow SMEs business
horizons;
- limit the search for
international
entrepreneurial
opportunities;
- influence the objectivity
of network actors;
- limit the independence
of SMEs;
- influence the rational
decision-making;

- risk of overinvestment;

Note. Retrieved and adapted from Morais & Fer-
reira, 2020; Senik et al,, 2011; Perényi & Losoncz,
2018; Malecki, 2018; Hilmersson & Hilmersson,
2021; Zucchella & Magnani, 2016; Yin & Zhou,
202; Narooz & Child, 2017; Ratajczak-Mrozek,
2017; Nabi & Zapata, 2018.

3. The significance of entrepreneurial networks
for export activities of SMEs from developing
economies

Motives, modalities, and the level of SMEs in-
volvement in network relationships and the ex-
ploitation of network potentials in export vary
depending on the level of the development of the in-

stitutional environment (Chandra et al., 2020). To
consider the role of networks in the context of SMEs
internationalization from PTE, it is necessary to per-
form their differentiation in three aspects: 1. the ori-
gin of network actors (national and international
networks), 2. relational dimensions (strong and
weak networks) and 3. structural dimensions (net-
work size, diversity, and density) (Kiss & Danis,
2010).

Due to the long-term international isolation of
PTE, SMEs have limited capabilities of establishing
international networks that direct their focus on
building strong domicile and potentially weak for-
eign network relationships (Narooz & Child, 2017).
To overcome great institutional barriers and initial
lack of international contacts, they establish network
relationships with business subjects and various in-
stitutions in the country, which can provide them
with safety and national legitimacy in doing busi-
ness, a reliable source of information and incentives
for export activities (Yamakawa et al., 2008). How-
ever, such network relationships have only partial
and short-term influence on the speed and success
of export, as they require great commitment of time
and resources and can limit the business horizons of
SMEs from PTE (Danis et al., 2011). For that rea-
son, it is suggested, in the relevant literature that, as
the internationalization process advances and the
domicile environment develops institutionally, it is
necessary to decrease the engagement in domicile
networks and direct greater attention to the develop-
ment of weak international network relationships
(Kiss & Danis, 2010). In general, weak networks do
not require a greater commitment of time and re-
sources, but they provide SMEs from PTE with ac-
cess to resources at lower costs, a broader range of
knowledge and information, more autonomy, and
faster adjustment to new foreign circumstances (Na-
rooz & Child, 2017).

Network relationships of SMEs from PTE often
feature two separate network clusters - national and
international (Kiss & Danis, 2010), which need to
be tied so that their advantages in international busi-
ness are more efficiently used. Relevant literature
points to the importance of state institutions (regu-
latory and public agencies) as intermediaries of
SMEs that are familiar with alternative methods of
foreign business, have better access to information
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and have a better position in negotiation relations
(Volchek, 2015, p. 228).

Besides the network relational dimension, net-
work structure (network size, diversity, and density),
whose influence is manifested differently, depending
on the obtained level of internationalization and in-
stitutional development of the domicile environ-
ment, is also relevant for the speed and success of
the export of SMEs from PTE (Danis et al,, 2011).
The networks that are composed of several various
actors compensate for the institutional shortcom-
ings and provide SMEs with better and more diverse
access to information, experience, and knowledge
about the complexity and dynamism of the business
environment in initial export activities (Zucchella &
Magnani, 2016). However, by developing export ac-
tivities, SMEs position is improving, so the useful-
ness of participating in great and various network
relationships may weaken over time (Narooz &
Child, 2017). Also, more immediate, direct contacts
between network actors (great network density)
have positive effects on the speed and success of the
export of SMEs from PTE in conditions when trust
and reciprocity are vital (Morais & Ferreira, 2020),
while in other situations, they can be a reflection of
poor distribution of network actors and lead to in-
formation redundancy, and whereby complicate the
access to a foreign market (Kiss & Danis, 2010). For
this reason, it is considered that networks with fewer
direct contacts between actors (dispersed networks)
allow access to unique knowledge of specific and rel-
evant opportunities in foreign markets, improving
the international engagement of SMEs from PTE
(Narooz & Child, 2017).

The results of the research conducted on a sam-
ple of nine developing countries (Argentina, Chile,
Mexico, Peru, Venezuela, South Africa, Uganda,
India, and Korea) and five post-transition
economies (China, Croatia, Hungary, Poland, and
Slovenia) demonstrated that the tie between the in-
clusion of ambitious entrepreneurs in social net-
works (such as political parties, religious groups,
trade and professional associations) and new busi-
ness activities is stronger if there are greater regula-
tory
(X? = 6.948; p < .001) and normative burdens
(x? = 2.768; p < .01), and weaker in case of greater
cognitive burdens (¥* = —1.019; p <.001) (De
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Clercq et al.,, 2010). However, when founding a
company in economies characterized by inefficient
or unpredictable regulatory institutions and a nega-
tive perception of the appeal of entrepreneurship as
a choice of career, entrepreneurs are more ready to
participate in various associations to get material
and non-material support. The same research
pointed to the complementarity of the activities of
establishing network relationships and relevant
knowledge and skills necessary for initiating busi-
ness in PTE, that is, that social networks cannot be a
substitute for the lack of business (entrepreneurial)
education and professional training, but a supple-
ment to the existing one (De Clercq et al, 2010).

To determine how the institutional characteristics
of different national contexts determine patterns of
networking as alternative structures for export sup-
port, a comparative survey of twenty Egyptian and
twenty British SMEs was conducted (Narooz &
Child, 2017). Differences in the patterns of establish-
ing network relationships are considered from rela-
tional and structural aspects of networks, as well as
the type of network relationship (business vs. social).
It is determined that Egyptian SMEs greatly depend
on public institutions and have a low tendency to es-
tablish non-institutional network relationships; that
the norm of universal treatment is missing, so they are
marginalized compared to large enterprises and that
information that can help them in export is not avail-
able through formal public communications chan-
nels, but can be obtained exclusively through personal
contacts. For the abovementioned reasons, Egyptian
SMEs make efforts to make up for institutional voids
and dysfunction by establishing strong, informal,
long-term, and direct social relationships with institu-
tional authorities to realize access to resources, infor-
mation and other types of help for business
internationalization (Ibidem, 2017).

The results of that research (Narooz & Child,
2017) showed that, unlike Egyptian, British enter-
prises do not need to establish informal network rela-
tionships with public institutions (either directly or
via an intermediary), because they provide support
for international activities with the help of proactive
business networking with a low interaction level. They
tend to establish weak business network relationships
based on formal (contractual) arrangements, without
being conditioned by the realization of social con-



tacts. Considering that the institutional barriers refer-
ring to technical limitations of the public institutions’
support were identified in the research (e.g. the im-
possibility of providing specific information on cer-
tain market niches, lower level of knowledge of public
employees compared to enterprise owners/managers,
the lack of coordination within public agencies),
British SMEs mainly develop contacts with non-gov-
ernment networks (clients, chambers of commerce,
expert advisors). Thus, they endeavor to get support
for a wide international expansion and overcome the
lack of institutional knowledge about foreign markets
and contacts (Ibidem, 2017).

The research of Gil-Barragan and others (Gil-Bar-
ragan et al,, 2020) was directed at identifying the type
of domicile network relationship, that contributes to
and enhances accelerated internationalization of Latin
American entrepreneurial ventures in the conditions
of unfavorable institutional environment, offers con-
siderable contribution to relevant literature and prag-
matic recommendations. The specificity of
networking of Latin American SMEs was discussed,
taking into account the degree of limited resources
and the logic on which they base their decision-mak-
ing on early business internationalization. It was
found that the process of internationalization of re-
source-limited SMEs, which strive through clearly de-
fined goals and plans for resource management and
the ability to predict and control future risks and un-
certainty (rational decision-making logic), is acceler-
ating by establishing intensive (strong) ties with
domicile actors. On the contrary, with SMEs with less
resource limitation, which rely more on experiment-
ing, flexibility, a tendency toward risk with acceptable
losses, and the perception of uncertainty as a source of
potential opportunities (the realization or effectua-
tion logic), the internationalization process acceler-
ates if they rely on weak domicile networks
(Gil-Barragan et al,, 2020).

4. Conclusion and implications

The research about the roles of entrepreneurial
networks is directed at identifying the opportunities
for building and exploiting network relationships as
how SMEs from PTE can overcome or compensate
for domicile institutional shortcomings and resource
limitations in the initiation and development of ex-

port activities. SMEs from PTE have various modes
of engagement in entrepreneurial networks at their
disposal, to overcome export barriers. They can estab-
lish networks with formal institutions, business part-
ners, or via personal contacts (Malecki, 2018). The
relationships between actors can be formal, informal,
or intermediary (Zahoor et al, 2020, p. 447), while
the network development process, from SMEs aspect,
can be active or passive (Hilmersson & Hilmersson,
2021). Networks can provide technical and proce-
dural cooperation with the aim of the expansion of
business and profitability (business and social net-
works), but they can also have non-profit motives
(networking with institutions), so SMEs do not have
to pay for most services provided to them
(Oparaocha, 2015).

Entrepreneurial networks have certain common
specificities, among which the following can be distin-
guished: the absence of hierarchical relations and ob-
jective and clear boundaries, the susceptibility to the
changes of relationships between actors, the develop-
ment of routine patterns of action, etc. (Spigel, 2017;
Poocharoen & Ting, 201S; Torkkeli et al., 2016;
Malecki, 2018; Dagnino et al,, 2015), while the struc-
ture of the relationship between network actors can
be observed from the aspect of the level of centraliza-
tion (more or less centralized), the strength of rela-
tionships (tight or weak relationship) and number of
interactions between actors (dense or sparse) net-
works (Poocharoen & Ting, 2015).

Participation in entrepreneurial networks can
have positive effects, such as: initiation and instigation
of internationalization, the influence on the choice of
target market and the way of entering, the establish-
ment of foreign relations and the access to foreign dis-
tribution channels, enabling the access to knowledge
of the chosen market, ensuring initial credibility in
new markets, decreasing the costs and risks of foreign
business activities, as well as the influence of the net-
work on the speed and patterns of SMEs internation-
alization (Morais & Ferreira, 2020, p. 69). On the
other hand, entrepreneurial networks can also have
negative effects, such as: preventing cooperation with
other subjects (Malecki, 2018), limiting the objectiv-
ity of thinking and acting for the sake of loyalty to the
network (Ratajczak-Mrozek, 2017), and the danger
of overinvesting time and resources for building net-
work relationships (Nabi & Zapata, 2018).
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4.1. Theoretical implications

The results of previous research have shown that
SME:s from PTE usually tend to establish strong, in-
formal, long-term, and direct social relationships with
institutional authorities to realize access to resources,
information, and other types of help for business in-
ternationalization (Narooz & Child, 2017), which is
not the case with SMEs from developed economies.
Also, resource-limited SMEs from PTE that prefer ra-
tional decision-making logic rely more on strong ties
with domicile actors in export, while more flexible
SME:s with less resource limitation that base their
business on realization logic rely on weak domicile
networks (Gil-Barragan et al., 2020).

Theoretical implications of the conducted analy-
sis and relevant literature systematization are reflected
in the necessity of role differentiation that entrepre-
neurial networks have in overcoming SMEs export
barriers depending on the institutional development
of the national economy they come from. Namely, it
is emphasized that not all types and structures have
universal usefulness in various institutional contexts
which is why its reviewing is necessary in the condi-
tions of institutional discontinuity, i.e. in post-transi-
tion countries.

4.2. Policy and managerial implications

This paper also has implications for government
policies and programs. Considering that the prosper-
ity of the national economy is based on the growth
and development of SMEs, institutional authorities
from PTE ought to identify the areas in which their
intervention is necessary to decrease or eliminate ex-
port barriers. Although significant, financial institu-
tional support to resource-limited SMEs from PTE
can have short-term and weak effects on the instiga-
tion of export activities if applied selectively and non-
transparently. Therefore, national policymakers are
suggested to develop the practice of systemic entre-
preneurial education, which will enable promising
and motivated SMEs to acquire knowledge and skills
for initiating and developing internationalization.

To use network potentials in export to its maxi-
mum, SMEs from PTE should primarily identify the
motives, that is, goals of its networking, and based on
them choose an adequate model of network relation-
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ships. The entrepreneurs from PTE should, following
their internal potentials and based on the analysis of
different types and uses of networking in the initiation
and development of export activities, opt for estab-
lishing and developing network contacts whose uses
overcome the levels of the engagement of time and
scarce resources.

For SMEs from PTE to use the advantages and
avoid dangers when participating in entrepreneurial
networks, it is recommended that only during initial
export activities, the establishment of strong domicile
and potentially weak foreign network relationships
are preferred. (Danis et al,, 2011). By developing ex-
port activities, SMEs ought to focus more on the de-
velopment of weak international network
relationships (Kiss & Danis, 2010) which, through
less engagement of time and finance allow access to
resources at lower costs, a broader range of knowledge
and information, more autonomy and faster adjust-
ment to new foreign circumstances (Narooz & Child,
2017). The recommendation to the managers in
SMEs who plan to do business in export activities is
to head toward networking. Namely, since the bene-
fits from participating in large and diverse networks
decrease over time, the inclusion in the networks with
fewer direct contacts between actors is recommended
(dispersed networks) as they enable access SMEs
from PTE to unique knowledge on specific and rele-
vant opportunities in foreign markets (Ibidem, 2017).

Although entrepreneurs in conditions of regula-
tory institutional discontinuity and negative percep-
tion of entrepreneurship as a career tend to participate
in various associations to receive material and non-
material support, they must be aware that social net-
works cannot be a substitute for the lack of business
(entrepreneurial) education and professional training
of individuals, but only the supplementation of the
existing ones (De Clercq et al, 2010).

4.3. Limitations and suggestions for future research

This paper also has its limitations. The key limi-
tation of the research is the lack of concrete empiri-
cal research on the character and role of
entrepreneurial networks in the growth of produc-
tivity and innovation of export-oriented SMEs in
open developing economies, such as the economies
of the Western Balkans countries. However, by re-



viewing the literature from PTE, the opportunities
and limitations of entrepreneurial networks in the
early SMEs internationalization are presented,
which is also the greatest contribution of this paper.
This limitation is, at the same time, a recommenda-
tion for future research.

CRediT authorship contribution statement

L.M.: Conceptualization, Methodology, Formal
analysis, Writing — original draft, Writing — review

Data availability

The data that has been used is available upon a re-
quest to the author.

Funding: This research received no external funding.

Institutional Review Board Statement: Not appli-
cable.
Informed Consent Statement: Not applicable.

Conflicts of Interest: The author declares no con-
flict of interest.

References

Chandra, A., Paul, J., & Chavan, M. (2020). Interna-
tionalization barriers of SMEs from developing
countries: a review and research agenda. Infer-
national Journal of Entrepreneurial Behavior &
Research, 26(6),1281-1310.
https://doiorg/10.1108/IJEBR-03-2020-0167.

Costa, E., Lucas Soares, A., & Pinho de Sousa, J.
(2017). Institutional networks for supporting
the internationalization of SMEs: the case of in-
dustrial business associations. Journal of Busi-
ness & Industrial Marketing, 32(8), 1182-1202.
https://doi.org/10.1108/JBIM-03-2017-0067.

Dagnino, G. B, Levanti, G., Mina, A., & Picone, P. M.
(2015). Interorganizational network and inno-
vation: A bibliometric study and proposed re-
search agenda. Journal of Business & Industrial
Marketing, 30(3),354-377.

https://doi.org/10.1108/JBIM-02-2013-0032.

Danis, W. M, De Clercq, D,, & Petricevic, O. (2011).
Are social networks more important for new
business activity in emerging than developed
economies? An empirical extension. Interna-
tional Business Review, 20(4),394-408. .

De Clercq, D, Danis, W. M, & Dakhli, M. (2010). The
moderating effect of institutional context on
the relationship between associational activity
and new business activity in emerging
economies. International Business Review,
19(1),85-101.
https://doiorg/10.1016/jibusrev.2009.09.002.

Dimitratos, P, Johnson, ], Slow; J,, & Young, S. (2003).
Micromultinationals: New Types of Firms for
the Global Competitive Landscape. European
Management Journal, 21(2), 164-174.
https://doi.org/10.1016/S0263-2373(03)
00011-2.

Gil-Barragan, J. M, Belso-Martinez, J. A., & Mas-Verdu,
F. (2020). When do domestic networks cause
accelerated internationalization under different
decision-making logic?: Evidence from the
weak institutional environment. European Busi-
ness Review, 32(2),227-256.
https://doi.org/10.1108/EBR-11-2018-0191.

Hilmersson, E. P, & Hilmersson, M. (2021). Network-
ing to accelerate the pace of SME innovations.
Journal of Innovation & Knowledge, 6(1), 43-49.
https://doi.org/10.1016/5ik.2020.10.001.

HSBC (2016). Exporting for Growth: The SME Perspec-
tive. London. Retrieved 05th of March 2022
from https://www.business.hsbc.uk/-/me-
dia/library/business-uk/pdfs/hsbc-exporting-
for-growth-the-sme-perspective.pdf 2la=en-GB.

Jones, M. V, Coviello, N. E, & Tang, Y. K. (2011). In-
ternational entrepreneurship research (1989
2009): a domain ontology and thematic
analysis. Journal of Business Venturing, 26(6),
632-659.
https://doiorg/10.1016/jjbusvent.2011.04.001.

Kiss, A., & Danis, W. (2010). Social networks and
speed of new venture internationalization dur-
ing institutional transition: A conceptual
model. Journal of International Entrepreneurship,
8(3),273-287.
https://doiorg/10.1007/5s10843-010-0051-0.

Malecki, E. J. (2018). Entrepreneurs, Networks, and

87



Economic Development: A Review of Recent
Research. In Reflections and Extensions on Key Pa-
pers of the First Twenty-Five Years of Advances (pp.
71-116). Emerald Publishing Limited, Bingley.
https://doi.org/10.1108/51074-754020180
000020010.

Morais, E, & Ferreira, J. J. (2020). SME international-
ization process: Key issues and contributions,
existing gaps and the future research agenda.
European Management Journal, 38(1), 62-77.
https://doi.org/10.1016/j.em;j.2019.08.001.

Nabi, M. N. U, & Zapata, I E. T. (2018). Analyzing the
role of psychic distance on the export behavior
of Chilean service exporters. International Jour-
nal of Export Marketing, 2(2), 125-140.
https://doi.org/10.1504/IJEXPORTM.2018.
096781.

Narooz, R., & Child, J. (2017). Networking responses
to different levels of institutional void: A com-
parison of internationalizing SMEs in Egypt
and the UK. International Business Review,
26(4), 683-696.
https://doi.org/10.1016/jibusrev.2016.12.008.

Nummela, N. (2004). Is the globe becoming small or is
the small becoming global? Globalization and
internationalizing SMEs. Emerging Paradigms
in International Entrepreneurship, 128-151.
https://doi.org/10.4337/9781845420635.00
01S.

ODonnell, A., Gilmore, A,, Cummins, D., & Carson,
D. (2001). The network construct in entrepre-
neurship research: a review and critique. Man-
agement Decision, 39(9), 749-760.
https://doiorg/10.1108/EUM0000000006220.

Oparaocha, G. O. (2015). SMEs and international en-
trepreneurship: An institutional network per-
spective. International Business Review, 24(5),
861-873.
https://doi.org/10.1016/jibusrev.2015.03.007.

Oviatt, B. M, & McDougall, P. P. (1994). Toward a
theory of international new ventures. Journal of
International Business Studies, 25(1), 45-64.
https://doi.org/10.1057/palgravejibs.8490193.

Perényi, A, & Losoncz, M. (2018). A systematic re-
view of international entrepreneurship special
issue articles. Sustainability, 10(10), 3476.
https://doi.org/10.3390/su10103476.

Poocharoen, O. O, & Ting, B. (2015). Collaboration,

88

co-production, networks: Convergence of the-
ories. Public Management Review, 17(4), 587-
614.
https://doi.org/10.1080/14719037.2013.866
479.

Petkovi¢, S. (2021). Preduzetnistvo i inovacije u digitalnoj
eri. Banja Luka: Univerzitet u Banjoj Luci, Eko-
nomski fakultet i UdruZenje ekonomista Re-
publike Srpske SWOT.

Ratajczak-Mrozek, M. (2017). The Essence of the Net-
work Approach. In Network Embeddedness (pp.
27-59). Palgrave Macmillan, Cham.
https://doi.org/10.1007/978-3-319-56511-
8 2.

Revindo, M. D., Indrawati, S. M., & Hambali, S.
(2019). The Role of Networking in the Inter-
nationalization of Indonesian SMEs. JEJAK:
Jurnal Ekonomi dan Kebijakan - Journal of Eco-
nomics and Policy, 12(2),421-448.
https://doi.org/10.15294/jejakv12i2.21821.

Ribau, C. P, Moreira, A. C.,, & Raposo, M. (2018).
SME internationalization research: Mapping
the state of the art. Canadian Journal of Adminis-
trative Sciences/Revue Canadienne des Sciences de
[Administration, 35(2), 280-303.
https://doi.org/10.1002/cjas.1419.

Senik, Z., Scott-ladd, B., Entrekin, L., & Adham, K.
(2011). Networking and internationalization
of SMEs in emerging economies. Journal of In-
ternational Entrepreneurship, 9(4), 259-281.
https://doi.org/10.1007/s10843-011-0078-x.

Spigel, B. (2017). The Relational Organization of En-
trepreneurial Ecosystems. Entrepreneurship
Theory and Practice, 41(1),49-72.
https://doi.org/10.1111/etap.12167.

Steinhauser, V. P. S, Paula, F. D. O., & de Macedo-
Soares, T. D. L. V. A. (2021). Internationaliza-
tion of SMEs: a systematic review of 20 years of
research. Journal of International Entrepreneur-
ship, 19(2), 164-195.
https://doi.org/10.1007/s10843-020-00271-7.

Stoian, M. C., Dimitratos, P., & Plakoyiannaki, E.
(2018). SME internationalization beyond ex-
porting: A knowledge-based perspective across
managers and advisers. Journal of World Busi-
ness, S3(5), 768-779.
https://doi.org/10.1016/jjwb.2018.06.001.

Torkkeli, L., Kuivalainen, O., Saarenketo, S., & Pu-



umalainen, K. (2016). Network competence
in Finnish SMEs: implications for growth.
Baltic Journal of Management, 11(2), 207-230.
https://doi.org/10.1108/BJM-02-2015-0032.

Volchek, D., Saarenketo, S., & Jantunen, A. (2015).
Structural model of institutional environment
influence on international entrepreneurship in
emerging economies. In Institutional Impacts on
Firm Internationalization (pp. 190-216). Lon-
don: Palgrave Macmillan.
https://doi.org/10.1057/9781137446350 9.

Yamakawa, Y., Peng, M. W,, & Deeds, D. L. (2008).
What drives new ventures to internationalize
from emerging to developed economies? En-
trepreneurship Theory and Practice, 32(1), 59-
82.
https://doi.org/10.1111/j.1540-6520.2007.
00216x.

Yin, M, & Zhou, B. (2021). The too-much-of-a-good-
thing effect of new ventures' opportunity devel-
opment on innovation strategy under the
Chinese context. Cross Cultural & Strategic
Management, 28(2), 286-308.
https://doi.org/10.1108/ CCSM-02-2020-
0059.

Zahoor, N., Al-Tabbaa, O., Khan, Z., & Wood, G.
(2020). Collaboration and internationalization
of SMEs: Insights and recommendations from
a systematic review. International Journal of
Management Reviews, 22(4), 427-456.
https://doi.org/10.1111/ijmr.12238.

Zucchella, A., & Magnani, G. (2016). Theoretical Foun-
dations of International Entrepreneurship. In: In-
ternational Entrepreneurship (pp. 4-36).
Palgrave Macmillan, London.
https://doi.org/10.1057/9781137520036_2.

Biography

Lidija Mitrasevi¢, Ph. D. an Assistant Professor of En-
trepreneurial Economics at the Faculty of Economics
Breko, University of East Sarajevo, Bosnia and Herze-
govina. She earned her Ph.D. at the Faculty of Econom-
ics, University of Banja Luka, Bosnia and Herzegovina,
and explores how institutions and institutional complex-
ity influence international business activities of SMEs
from developing countries. Her research interests in-
clude entrepreneurship, international business, interna-
tional new ventures, network approach to
internationalization, institutional theory and institu-
tional profile for entrepreneurship. She has published
papers in the following journals: Business Consultant,
Economic Outlook: Magazine for Economic Theory
and Practice Matters, Proceedings of Faculty of Eco-
nomics Brcko.

89



'YAora npeAy3eTHHUKIX MPeXa y PeBasHALKe by H3BO3HHX Gapujepa

Aupnja Murpamesuh'

MAAMX M CPeArsuX npeay3eha us mpuBpeaa y passojy

! Vuusepsumem y Hemounom Capajesy, Exonomcku paxysmem y Bpuxo, Bpuio Aucmpuicm, Bocna u Xepyezosuna

Kayune pujeun:
IIPEAY3eTHIIKE MPEXKe,
H3BO3He bapyjepe,

MaAa U cpeatsa rpeay3eha,
MOCT-TPAH3ULIM]CKE €KOHOMHje

90

CAKETAK

Yioza npedysemunuukux mpexca y npesasuAdiersy ussosnux bapujepa
maaux u cpedroux npedyseha (MCII) sapupa y sasucrocmu 00
passujenocmu domahez uHcmumyyuoHainoz okpyxersa. Ao cada je
PeAeBaHmHA Aumepamypa 6urd JOMUHAHIMHO POKYCUPaHA HA edexme
yuewha MCII u3 passujenux eKoHOMUja y pasiuuumum obAuyuma
domahux u mehynapodnux npedysemuuuxux mpexca. Mehymum, y
nocwedre dsuje deyeruje, MCIT u3 nocmmpansuyujckux exoHomuja
(TITE), 0dwocro exoromuja y passofy, nocmaia cy cee 8utiie ykiy4ena y
MehyHAPOOHO NOCA0BAtbE, WO je 3 HUX BANAH U3a308 3002 OcKyduye
pecypca u dyzo0z nepuoda mehynapoone usorayuje. Ilorasehu 00
npedysemHuuKe nepcnexmuse UHMepHAYUOHAAUIALYU]e 3ACHOBAHE HA
Mmodesuma ybp3ane unmepHayuonarusayuje, y pady ce pasmampajy
HAUUHL, MOMUBL, KOPUCHILL U NIPEnpeKe YCHOCABatsa GATNEPHAMUBHUX
ynpasseauiux cmpykmypa — npedysemuusiux mpexca MCIT y ycrosuma
UHCMUMYYUOHAAHO2 Juckonmunyumema. Lluw ucmpaxcusarsa je da
yKadHe HA BANCHOCI YCHOCMABAAA MPENCHUX 6€3a Ko m0dyca 3a
NpesasuAdIerse PECYPCHUX U UHCIUMYYUOHAAHIX U3B03HUX bapujepa
MCII u3 IITE. Hcmpasusatrse ce 3aCHUSA HA AHAAUSY U CUHME3U
peAesanmHe sumepamype us o0racmu mefjyHapooHoz npedysemHuumea u
mpexcrioz npucmyna unmepHayuorasusayuju MCIT y xonmexcrmy ITTE.
Ha ocrogy konyenmyate anasuse u pesysmama 3acHOBAHUX HA
docadaurbum ucmpaxcusarsuma, dame cy npasmamuyHe npenopyxe 3a
usgosna MCII u3 IITE y noaaedy usbopa odzosapajyhez modarumema
yuewiha y npedysemmuHium mMpexcand.
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