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INTRODUCTION 

In the current world internationalization is gaining more and more popularity as a way of small and medium enterprises’ (further – SME) development. Throughout the long timespan large corporations were perceived as main players on the global arena, however, today every firm is involved in the process of globalization and participates in international competition. Theodore Levitt (1983), one of the original founders of «globalization» concept, considered that global corporations want to sell “the same things in the same way everywhere”, but now this idea perfectly suits the intentions of SMEs as well. Thanks to technology development and extension of global economic relationships between counties SMEs gained possibility to internationalize – expand its business beyond home-country market. The reason why SMEs’ executives opt for internationalization strategy is connected to immense opportunities and benefits that going global process can bring but, at the same time, SMEs have to overcome many obstacles for its successful completion. That is why internationalization can be characterized as one of the really serious entrepreneurial stages of development for SMEs which merits scientific research explorations from different perspectives. 

This institutional environment forms «rules of the game» (North, 1990) which have direct influence on business development and firms’ behavior, controlling firms’ interactions and setting context for making managerial decisions. Consequently, firms depend extensively on the environment they were incepted and are operating in, and this dependency is especially visible in the case with SMEs due to small amount of financial resources they possess and inability to affect institutional environment. Studying SMEs internationalization in the context of developing countries is particularly relevant as long as institutional environment in such countries is experiencing major changes and transformations with high speed and dynamism, which could influence SMEs in unpredictable way (Yamakawa, 2008). However, there is no universal opinion on the influence of this volatile and non-homogeneous national institutional environment on SMEs internationalization.


Numerous studies and research papers were dedicated to internationalization of SMEs in general, discovering their internationalization patters and various factors that influence internationalization process, including its modes of entry, degree and speed. There are two major paths for the firm to go international: either internationalize very soon after inception on the early-stage of firm’s development (so-called international new ventures) or commit to the foreign markets gradually, after gaining experience and knowledge by going through various development stages and becoming established firm. Despite the fact that nowadays topics related to investigation of factors that influence INV are widely covered, there is not enough understanding in distinguishing factors of national institutional environment that influence internationalization of firms that decide to go global since theirs’ inception (INV) and firms that internationalize after they gained experience and are fully established. This research paper is going to cover gap discovered. 

The purpose of the paper is to examine how factors of national institutional environment influence internationalization of SMEs on different lifecycle stages in developing countries.  

Objects of the study are SMEs on different lifecycle stages: INV or early-stage firms and established firms. 
The objectives of the study are the following:
· Identify SMEs internationalization specifics, answering the question why they go international and how they benefit from it;
· Analyze tendencies in the SMEs internationalization research field and systemize factors that affect SMEs internationalization;
· Justify application of institution-based view on internationalization of SMEs, reveal the set of institutional factors that could affect SMEs internationalization and formulate hypotheses to test further;
· Build the regression model and conduct empirical analysis of distinguished factors’ influence;

· Based on the obtained results explain how these factors affect internationalization of SMEs on different lifecycle stages (INV and established firms).
The research method to be used is quantitative - the empirical analysis will be presented in form of regression models construction and analysis. The major sources for data gathering are Global Entrepreneurship Monitor (GEM) and Transparency International report. STATA 12 was used as a statistical package for conducting an analysis.  
Based on the aforementioned information research questions are: 

1) Which factors of national institutional environment influence internationalization of SMEs in developing countries?
2) Is there any difference in institutional factors’ influence on internationalization of SMEs on different lifecycle stages?
Answers to these research questions provide significant value in both theoretical and practical spheres. From theoretical perspective, study partly fill the research gap in the SMEs internationalization research field and contributes to the previous assumptions. From practical perspective, results of the study can be interpreted as valuable for SMEs managers while considering internationalization development strategy. Moreover, suggested model of national institutional environment factors influence on SMEs could be used by policy makers for design and development of governmental supportive programs. 

Research paper consists of three major parts. First chapter sheds light on theoretical background of the research question, general understanding of SMEs internationalization, institutional theory and hypothesis development. In the second chapter, empirical research presented itself with step by step analysis presented and quantitative results discussed in the end. In the last part of the study theoretical contribution is discussed as well as practical recommendations are provided. 
1. FACTORS INFLUENCING INTERNATIONALIZATION OF SMEs ON DIFFERENT LIFECYCLE STAGES 
In the first chapter, different definitions of internationalization are analyzed and compared, specifics of SMEs internationalization process as well as theoretical grounds of major SMEs internationalization theories are examined. Peculiarities and overview of factors influencing SMEs internationalization are described and integrated review of research evolution in this field is presented. In the end of the chapter institutional theory is reviewed and justifications for narrowing down the research scope to analyzing influence of factors of national institutional environment are provided.
1.1. Internationalization of small and medium enterprises: role and peculiarities 
In a current economic situation in the world, which is characterized by constant process of globalization and extensive international competition, barely can be found a firm that could resist and stand apart from these tendencies. Because of this fact, internationalization is perceived as one of the most important and vital paths to pursue new business opportunities and further firm growth.
 How internationalization can be defined? Being a broad concept, its evolution takes place from 1970th. One of the first definitions characterized internationalization as a process of gradual adaptation of firm’ operations such as structure, strategy, resources to international environment (Johanson, Vahlne, 1977). More generally internationalization can be defined as development of international operations (Piercy, 1981) or as firm-level activities that crosses national borders (Wright and Ricks, 1994). Beamish, 1990 explains internationalization as combination of two components: increasing knowledge regarding international operations’ influence on firm’s business development in conjunction with establishing and exploiting operations overseas. 
Overall, definitions of internationalization can be classified by focus that one or the other researcher emphasized characterizing them (Ruzzier, Hisrich, Antoncic, 2006). For instance, some of the aforementioned definitions are derived from the focus on process and firm’s operations, while Johanson & Vahlne and scholars listed below mainly correspond internationalization to network context and relationship effect: internationalization can be defined as “developing networks of business relationship in other counties through extension, penetration and integration” (Lehtinen and Penttinen, 1999) or as “a cumulative process in which relationships are continually established, developed, maintained, broken and dissolved in order to achieve the objectives of the firm” (Johanson and Mattsson, 1993). 
Combining all the definitions stated above, it can be generalized that each firm could have its own interest in going global: either to obtain extra earnings and strengthen its competitive advantage or to be involved into the network with potential partners. Thus, for the following research internationalization can be identified as process of cross-border operations’ development with the aim of benefits and gains obtainment in accordance with objectives of the firm. 
Throughout long timespan the main objects of the study of internationalization were large corporations and multinational companies that were managing their operations in a global scale and had substantial influence on state of international economics, while small and medium enterprises (SMEs) were out of the interests’ scope of major scholars. Now, when importance of SMEs is widely acknowledged and researchers found out that SMEs are gradually becoming more serious competitors even for MNC in some specific market niches (Fillis, 2001), geographical expansion of SMEs is seen as one of the both most essential and challenging types of economic activities of the firm pursuing business success.
Plenty of studies are devoted to the topic of SMEs’ internationalization, but before digging dipper into them it is necessary to clarify what actually “small and medium enterprises” are, as they are one of the major objects of the research. Theory lacks universal definition of SMEs, but all of existing ones (definitions) include criteria for referring enterprise to SME such as maximum number of employees and maximum amount of revenue generated per year. These quantitative criteria vary from country to country, the comparison of which is presented in the Table 1.
Table 1 Criteria for referring enterprise to SME in different countries
	Country
	Small enterprises
	Medium enterprises

	
	Number of employees
	Revenue
	Number of employees
	Revenue

	Russia
	No more than 100 (micro-firms – no more than 15)
	No more than 400 MLN rubles (micro-firms – up to 60 MLN rubles)
	From 101 to 250 
	No more than 1000 MLN rubles 

	European Union countries
	 No more than 49 (micro-firms - up to 10)
	No more than 10 MLN euros (micro-forms – up to 2 MLN euros)
	From 50 to 250 
	No more than 50 MLN euros

	USA
	Depends on industry; most commonly no more than 500 employees, but could be up to 1500 employees; Revenue - from 0,75 to 38,5 MLN dollars 

	China
	Depends on industry; 100-600 on average 
	No more than 30 MLN yuan
	Depends on industry; from 100 to 3000
	From 30 to 300 MLN yuan


Source: created by author based on Federal law №209 (ФЗ №209 от 24.07.07); European Commission Recommendation, 2003; U.S. Small Business Administration, 2014
From the qualitative side, scholars all over the world agreed on crucial role of SMEs in economy overall (Paul, Parthsarathy, Gupta, 2017; Amini, 2004; Waterman, 1982) because of roles they play in counties’ prosperity. Firstly, SMEs contribute significantly to reduction of unemployment rates, tax revenue generation and innovations development (Pavitt, Pobson & Townsend, 1987; Kandasaami, 2004). Secondly, when compared to the large corporations, SMEs have a winning position in terms of quick respond to major environmental changes and flexible decision-making process (Paul et all, 2017). 
Alike each business entity in the world, SMEs are pursuing gains both in terms of profits increase and, consequently, obtaining leading positions in the competitive scale, and global expansion is one of the elements that could lead SMEs towards achieving these goals (Barringer, Greening, 1998). Internationalization facilitates sustaining innovation, employment, and economic and social renewal (Green, Mole, 2006). Going global can be used as a tool for business development as long as entering new markets lead to broadening customer bases followed by enlargement of production volume (Lu, Beamish, 2001). Thus, SMEs can opt for geographic expansion strategy when seeking new opportunities to leverage core competences across a broader range of markets (Zahra, Ireland, and Hitt, 2000). 
Variety of different views exists regarding role which internationalization plays for SMEs. As such, Skrt and Antonic (2004) suggests that internationalization is a strategic choice of the SMEs, which, on the one hand, can be perceived as a facilitator of current business activities, and on the other hand, helps to protect business. Other researcher, Etemad (2004), claims that globalization forces SMEs to go international, because otherwise they will not be able to survive in a current highly competitive world. In the other study the suggestion of increased probability of SMEs survival when firms are internationalized is confirmed (D’Souza, McDougall, 1989). 
In the current globalized marketplace, exporting embodies one of the most popular mode of international market entry (Leonidou et al., 2002; Kogut and Chang, 1996). SMEs, frequently lacking financial resources, wills to obtain valuable international experience with little capital investments funneled and fast access to foreign markets (Zahra, Neubaum, and Huse, 1997; Root, 1994), and in this case exporting stands as practically applicable and beneficial option. Based on this fact, further in the research paper «internationalization» and «exporting» will be used as synonyms. 
 
In the literature analyzed plenty of beneficial effects from implementing internationalization strategy were discovered, some of them are mentioned above, the rest will be presented further. Generally speaking, all the gains from internationalization can be divided into financial and non-financial, albeit all of them are still interconnected. In the Table 2 the aggregated analysis of potential gains from and challenges for SMEs’ internationalization is presented. 
Table 2 Major benefits and barriers for SMEs’ internationalization
	Benefits from exporting
	Exporting barriers

	
	· liability of foreignness

· liability of newness

	Financial
	Non-financial
	Internal 
(micro level)
	External 
(macro level)

	· increased profits due to bigger market share;
· opportunities for further growth;

· costs reduction and production performance improvement;

· risk allocation among different markets;

· dependence from national market mitigation


	· acquiring new knowledge about foreign markets, competitors, suppliers, customers, etc.;
· innovations development through gained experience;

· establishing new contacts, partnerships;

· enhancing quality of goods sold and of services provided;

· reputation increase
	· lack of capital and resources;

· difficulty in selecting reliable distributors and establishing new connections;

· limited knowledge about target markets;

· lack of experience what becomes an obstacle for achieving competitive advantage on the foreign markets 
	· lack of home-country governmental support and protection;

· lack of host-country governmental support;
· political instability;

· legal issues

· absence on demand for the product overseas;




Source: created by author 
The main idea that can be derived from the gains’ side of the table is the following: internationalization can be beneficial for SMEs not only because of its attractive financial and commercial side. Pretty frequently firms are going international based on their non-financial motives. For instance, first of all, process of internationalization sheds light on peculiarities of foreign markets, competitors, suppliers, customers, what enables firm to get a competitive advantage and build sound and valid development strategy (Sapienza et al., 2006). Then, new knowledge, contacts and gained experience can both be effectively applied to national market and facilitate growth opportunities overseas (Zahra, Ireland, Hitt, 2006). International operations are helpful in enhancing firm’s production (based on obtained experience and insights on how business in international markets is going) what can lead to creation of innovations (Leonidou, 2004). In the end of the day, internationalization strengthens firm’s reputation, because for many customers being internationally developed firm means producing high-quality goods and services (McDougall-Covin, 2009). 
Evidently intentions for internationalization can be explained by potential obtainment of financial gains as well. Among those (apart of that previously mentioned) are gains related to economy of scale and scope (Kogut, 1985) (especially if production volume of the firm was constrained by highly saturated home market (Pangarkar, Hussain, 2013) because of larger volumes of sales and production. Besides, internationalization can lead to costs reduction (Pangakar, Hussain, 2013) and overall production performance improvement (Leonidou, 2004) because of currency differences, cheaper labor force, equipment, etc. Lastly, one of the most considerable financial benefit from internationalization is diversification of risks among different countries (Belso-Martinez, 2006) and mitigated dependence from national market (Aspelund, Moen, 2005), what brings to SMEs more chances for survival and successful development. 
However, when speaking about SMEs internationalization the main concern that arises is lack of necessary resources and capabilities (financial, managerial know-how, well-developed export departments, etc.) in comparison with big multinational companies, what makes the probability of SMEs to follow internationalization strategy comparatively low and provides array of challenges that SMEs can face during international expansion (Hollenstein, 2005).
One of these challenges is scientifically called as “liability of foreignness” initially developed by Stephen Hymer (1960/1976), then adjusted by Zaheer (1995). This concept implies that the firm, while going global, will incur costs of doing business abroad (CDBA) (Hymer, 1976), which specifically identified as: costs for the initial acquisition of necessary information about host market (language, cultural differences, environmental peculiarities); risks correlated to foreign exchange currency fluctuations; discrimination and not favorable treatment from host governments; restrictions at the hand of home government (Zaheer, 1995).
The second general constrain is “liability of newness/smallness”, the basic idea of which is that firm, while going global, does not obtain necessary volume of resources, knowledge and experience for active development of international processes overseas (Stinchcombe, 2012). This fact means that SMEs being in the very beginning of its international expansion faces the same problems as start-ups – necessity in building relations with new stakeholders, searching for recourses and proving firms’ credibility (Barringer, Greening, 1998).

Making conclusion on challenges overview, it is noteworthy that SMEs tries to avoid and minimize risks being in new unknown environment of host-country, however, due to limited resources probability of SMEs internationalization becomes lower than that of large companies (Hollenstein, 2005). That is why it is necessary to discover which factors are able to facilitate SMEs internationalization, further analyze them and make suggestions about improvements for policy makers.
1.2. Theoretical approaches to internationalization of SMEs 

In order to understand and explain basic processes, patterns and motives for SMEs internationalization, the theoretical base in this field has to be analyzed. Despite the considerable research on the subject and constant increase in number of scientific publications on this topic, no universal comprehensive theory or framework explaining SMEs internationalization have yet emerged (Olejnik, Swoboda, 2012). There are plenty of various internationalization theories, which can be divided into theories explaining internationalization of either multinational enterprises or small and medium ones. In this research paper, study will focus on analyzing latter ones because of chosen particular scope.
In the field of SMEs internationalization two major theories prevails: 1) stage model, known as Uppsala model or traditional theory of internationalization as well, developed by Johanson and Vahlne (1977); 2) rapid internationalization models, which include concept of international entrepreneurship firstly introduced by McDougall, Shane and Oviatt (1994). Followers of the stage model believes that a firm, before beginning or starting to increase its foreign market presence and commitment, has to obtain tacit knowledge about foreign markets, gain necessary experience. Putting it in other words, international actors have to go through several stages of evolution as a sequential process of gathering experience, gradually exploring new markets from stage to stage with a larger extant (Johanson and Vahlne, 1977) before venturing into foreign lands. The Uppsala model assumes that the main challenge for firms’ international operations is lack of knowledge about overseas markets and that uncertainty forces SMEs make commitment decisions incrementally. So, Johanson and Vahlne did not consider the fact that firms can go global since its inception, only after a while, when already firmly established.  
Rapid internationalization models stick to alternative view that is contradictive to stage model and implies that some firms, called International New Ventures (INV) (McDougall, Oviatt, 1994; McDougall, Shane, Oviatt, 1994) or “Born-Globals” (Knight, Cavusgil, 1996) can internationalize very soon after their inception. The reasons for appearance such theory could be changes in market conditions, advancement in technology in production, transportation and communication (Maden and Servais, 1997). As the result, it became apparent that not every firm is making decision about internationalization after receiving enough experience and living through distinct development stages. As body of literature which is focused on phenomenon of firms that internationalize soon after their inception is constantly growing, many definitions underpinning this particular type of firm have emerged: global start-ups, born globals, instant internationals and global high-tech firms (Andersson et al., 2014; Svensson, 2006), but mostly scholars use the term INV because of its comprehensive and full version of such firms’ depiction.

[image: image1.emf] INV can be identified as firms that pursue the aim of gaining competitive advantage through increasing the scale of output in different countries from very inception (Oviatt, McDougall, 1994). Oviatt and McDougall distinguished four different types of international new ventures based on the criteria of number of coordinated activities included into value chain and the number of countries entered (Figure 1). So-called New International Market Makers can either focus on serving a few familiar markets by exporting as a major international activity or Multinational Traders which serve multiple market at ones and constantly looking for new trading opportunities. Geographically Focused start-ups are benefiting from serving some exact needs of specific regions of the world through utilizing foreign resources. Global Start-ups is considered to be most radical form of INV because it derives significant competitive advantage through operating in unlimited geographical locations and coordinating multiple organizational activities extensively. 
Figure 1 Types of International New Ventures

Source: McDougall, Oviatt (1994)

 Knight and Cavusgil (1996), in turn, claims that «born-globals» are firms that, again, from very inception, seek to derive competitive advantage operating in foreign markets from deploying innovative technologies, unique resources and capabilities. Within this concept of international entrepreneurship, internationalization is tightly linked to entrepreneurial characteristics of firm’s leader, who is intended to choose development strategy (Andersson, 2000). Major emphasis here is made on his (CEO) role, because exactly he is responsible for initiating international push strategy and he is the person who possesses resources and capabilities for detecting these new development opportunities (Alvarez, Busenitz, 2001). International new venture can be recognized even if the firm does not have sales yet (for example, because their products or services are still under development) but explicitly demonstrates commitment to sell their products in multiple countries in the future (upon completion of development) (McDougall, Oviatt, 1994). 
Summarizing these two fundamental internationalization theories discussion it is vital to mention one peculiarity that was stated in the study of Sapienza (2006). The authors distinguished that these two approaches are based on different assumptions and understanding of the aim, which is pursued while going international. In the stage theory, it is suggested that firms want to internationalize its business mainly in order to survive, meaning that they will follow cautious development strategy till the moment of obtaining necessary amount of knowledge and experience for managing internationalization strategy that is primarily used to survive and stay competitive in the market. In the theory of rapid internationalization, it is supposed that, in turn, firms are pursuing the goal of growth while internationalizing. They are more focused on the beneficial aspects of internationalization and do not want to lose attractive business growth opportunities, that is why going global takes place in their development strategy from very beginning. 

As it was claimed in the introduction to this research paper, one of the main objectives of the study is to examine how factors of national institutional environment influence SMEs on different lifecycle stages. Following aforementioned discussion about basic theories of internationalization, we are going to set exact correspondence between particular firm’s lifecycle stage and theory explaining internationalization on this stage. According to Global Entrepreneurship Monitor (GEM) research framework and definition of entrepreneurship, entrepreneurial activities can be divided into three main parts: 
1) Potential Entrepreneurs who just possess necessary skills, knowledge and opportunities to set up a business in future but are not involved into entrepreneurial process yet;

2) Total Early-Stage Entrepreneurial Activity (TEA) that is combined of 

a. Nascent entrepreneurs who are involved in setting up a business (were active last year) but did not pay wages yet;

b. Owner-Manager of new business, who are engaged in entrepreneurship up to 3,5 years.

3) Owner-Manager of an established business, who are engaged in entrepreneurship for more than 3,5 years.
In this work, it is supposed that internationalization process of a firm that is on the nascent stage of its development can be corresponded to rapid internationalization model (or INV) and internationalization process of a firm that is established can be corresponded to stage model theory (Uppsala theory). So, basically, proceeding to the following research, by “SMEs on different lifecycle stages” it is going to be considered INV and firms internationalizing according to Uppsala theory. 
Uppsala Theory and concept of international entrepreneurship are two major pillars when analyzing theoretical bases of internationalization. However, they are rather general and, reviewing literature more thoroughly, one more branch of studies, called Strategy Tripod, can be discovered, which includes three more theoretical approaches to internationalization strategy – resource-based, industry-based and institution-based views (Figure2) (Peng, Wang, Jiang, 2008).

Figure 2 Internationalization Strategy Tripod
Source: Peng, 2009
Each of the approaches mentioned above are aimed to explain factors of internationalization to a deeper extant. For instance, resource-based view on international business strategy implies that resources that the firm possesses, its amount and quality, have defining value while making a strategy choice decision. This concept also claims that competitive advantage can be gained through the use of unique, rare resources which cannot be imitated (Barney, 1991). Within the framework of industry-based view on SMEs internationalization it is considered that industry-specific conditions, such as rivalry, entry barriers to the industry in a host market, its profitability, etc., have much influence on decision about going global (Porter, 1990). However, in a recent times research works aimed at investigation interconnections between institutions, firms and theirs’ strategic choice began to appear (Peng, 2002; Peng, 2009). This tendency is explained by increased scholars’ interest in research about SMEs behavior in the developing economies because institutional environment in this range of countries differs significantly from that in developed ones. In the combination with the fact that the field of influence of institutional factors on SMEs internationalization is not very scientifically developed, the relevance of application of institution-based view on attempt to explain SMEs internationalization patterns becomes even higher. Within already appeared studies, the influence of institutional environment on SMEs internationalization started to be analyzed, and, as it is one of the main research objects of this paper, it will be examined in greater detail in the following subchapter. 
1.3. Institutional theory and institution-based view on SMEs internationalization 
Studies in the field of institutional environment are gaining popularity within strategic management, international business and entrepreneurship. Institutional environment is not homogeneous by its nature and for understanding its role and influence on business processes the factors and elements that could possibly characterize institutional environment should be stated. As SMEs are commonly prone to follow risk aversion way of behavior, the internationalization strategy is not typical choice for SMEs. However, as SMEs are also known for their flexibility and possibility of quick respond to external changes, institutional environment can be the factor that forces SMEs to go international. Besides, due to the fact that organizations are mostly affected by the context of the country of origin (Welter, Smallbone, 2011), exactly national institutional factors (not factors of host-county institutional environment) can be perceived as factors forcing or constraining SMEs internationalization process. This is the assumption for institution-based view on internationalization. 
Institutional-based approach leads to better understanding of SMEs internationalization patters and explains why different firms have different strategic behavior, because institutions are one of that factors that determine conditions for business development (Peng, Wang, Jiang, 2008). For underpinning and proving aforementioned statement, definitions of institutions, institutional environment have to be stated, internationalization theories have to be examined and interconnections between institutional environment, SMEs and theirs’ strategic choice should be explained. 
According to North (1990) institutions are known as «rules of the game», meaning that institutions provide “constraints that structure human interactions”. Countries, in order to establish guidelines for social behavior, set up exact structures that introduce its specific norms, rules and routines, which companies need to follow for being legitimate players in economy (DiMaggio and Powell, 1983). These specific norms form institutional environment, which represent political, social and economic conditions which directly influence business development in each country.
 North (1990) broadly divided institutions into formal (laws) and informal ones (traditions, behavioral norms) and stated that these both elements build a pretty complete picture of national business environment, which is different from country to country. Another sociologist, Scott (1995), further developed institutional theory introduced by North (1990) and suggested that institutions comprise three pillars: regulatory, normative, and cognitive (Table 3). This idea will be the base for following research in this paper.

Table 3 Dimensions of Institutions
	Degree of formality according to North, 1990
	Examples
	Supportive Pillars according to Scott, 1995

	Formal institutions
	Laws
	Regulative pillar 

	
	Regulations
	

	
	Rules
	

	Informal institutions
	Norms
	Normative pillar 

	
	Cultures
	Cognitive pillar

	
	Ethics
	


Source: Peng et al., 2009
Kostova (1997), being a researcher in institutional environment field, applied Scott’s institutional theory of three dimensions to country-specific institutional profile. The author explains «how a country’s government policies (constituting a regulatory dimension), widely shared social knowledge (a cognitive dimension), and value systems (a normative dimension) affect domestic business activity». Further it is reasonable to explain this three-dimensions institutional environment through the prism of internationalization.
The regulatory factor indicates laws, governmental policies and programs for supporting business initiatives, and overall rules promoting or limiting specific behavior (Busenitz et al., 2000). In the exporting context this dimension characterizes laws, governmental policies that support SMEs internationalization and contribute to or hamper efforts to keep internationalization process going. The normative dimension is all about humans’ perspective on the way people should behave and interact- it describes common beliefs, habits, norms and judgments with regards to human behavior in that or those particular situations among different countries (Kostova and Roth, 2002). Putting in into internationalization aspect, the normative pillar reflects how international activities or exporting are perceived and valued by country’s residents. The cognitive pillar reflects common knowledge that society can widely share in order to justify and explain some particular phenomena (Kostova and Roth, 2002), put it simple – values, beliefs and assumptions based on cultural specifics. With regards to specific domain of internationalization, this pillar relates to knowledge and skills for selling abroad (if exporting), as this information can become a part of common knowledge (Busenitz et al., 2000).

Institution-based view on internationalization implies that all these institutional dimensions (regulatory, normative and cognitive) are in dynamic interaction with organizations, and this interaction results in strategic choice of this organization regarding internationalization Figure 3 (Li and Peng, 2008; Peng, 2002). 

Figure 3 Institutions, Organizations, and Strategic Choices
Source: Peng, 2002
In other words, strategic choice about firm’s internationalization is explained not only by industry-specific factors and resources that firm obtains for successful internationalization process. This choice is also the result of influence of formal and informal institutions in specific institutional context which firm faces and which is considered by managers when making strategic decisions. So, applying institutional-based view on internationalization, this process is perceived as firm’s reaction on positive and negative factors of institutional environment, which force or constrain internationalization decision.
It is acknowledged that analysis of strategic choice of the firm should be done based on the context and environment in which firm operates (Welter, Smallbone, 2011). Therefore, decision about internationalization should be analyzed considering factors of firm’s national institutional environment. In this regard, institutional-based view can be sound theoretical base for deeper understanding and examining internationalization of SMEs which, in contrast to large corporations, are exposed to strong influence from external environment due to lack of internal resources and inability to actively influence this environment on its own.


In order to justify chosen research gap of the work and prove relevance of the research questions, namely «identifying influence of national institutional environment factors on internationalization of SMEs on different lifecycle stages», the number of studies correlated to this topic were thoroughly reviewed and analyzed from the points of particular institutional factors examined and research methods and tools used (Table 4).
Table 4 Overview of the conducted studies
	Author
	Research question/ area
	Methods and tools
	Factors examined 
	Main findings  

	Wieneke, Gries, 2011
	Influence of financial regulations and corruption on SME performance in transition economies 
	Multilevel modeling  
	Regulative and normative dimensions 
	Paying corrupt public officials enhances firm performance 



	De Clercq, Lim, Oh, 2013
	Influence of individual resources (finance, human, social capital) on new business activity with examination of formal and informal institutions’ mediating role
	Random-effects multilevel analyses
	Financial system;
Educational system;

Trust;

Culture 
	Financial system is playing major role in the business process, followed by educational system 

	Kandasaami, 2004
	Factors influencing internationalization of Born-Globals 
	Constructing conceptual model of the internationalization process  
	Firm characteristics;
Environmental characteristics (domestic market and foreign market ones);

Global orientation 
	Proved influence of the factors 

	Coeurderoy, Murray, 2008; 

	Exploring the effect of national regulatory environments on the INV’s internationalization decision 
	Regression analysis 
	Host country perspective of regulatory dimension;

Intentional experience of the firm’s founders  
	Both factors appeared to be influential, what proved their impact on decision-making process

	Yamakawa, Peng, Deeds, 2008 
	What drives new ventures to internationalize from EE to DE? 

How does the institutional environment at home (EE) and abroad (DE) shape such internationalization? 


	Developing a comprehensive framework based on strategic tripod: industry-based, resource-based and institution-based views
	Institution-based factors: 

Regulative;

Normative (quest for legitimacy);

Cognitive (entrepreneurial traits and internalized value of international

 expansion)
	Only theoretical contribution by developed framework

	Chetty, Campbell-Hunt, 2004
	How do strategies of firms following traditional or born-global internationalization path differ? What were their prior motivations and capabilities? 
	In-depth case study of 16 firms 
	Importance of home market; 

Capability to internationalize;

Importance of networks;

Time to internationalize 


	Born-global model has much in common with the 
internationalization of small entrepreneurial firms 

	Sekliuckiene, 2017
	Factors leading to early internationalization in emerging Central and Eastern European economies  
	In-depth case study of 6 Lithuanian firms
	Entrepreneurial, firm-related and contextual determinants
	Entrepreneurial factors appeared to be most influential; institutional factors do not seem to have a significant impact

	He, Cui, 2012


	Influence of domestic regulatory institutions on MNEs internationalization  
	Hierarchical linear modeling 
	Political stability;
Government effectiveness;

Regulatory quality;

Rule of law;

Control of corruption


	Degree of governance in home-country has significant influence on MNEs internationalization 

	Shirokova, Tsukanova. 2012
	Role of institutional conditions, industry-based competition, and firm-specific resources on internationalization propensity of Russian SMEs


	Logistic regression analysis
	Three-pillars perspective approach: 

Resource availability;
Competitive hostility;

Institutional hostility (government, social organizations and unions)


	Competitive hostility and resource availability have positive influence on Russian SMEs internationalization, while institutional hostility has a negative one

	Volchek, Jantunen, Saarenketo, 2013
 
	How does the institutional environment in Russia affect the entrepreneurial internationalization of local SMEs, and how is this effect reflected in the performance of Russian SMEs? 
	Multiple regression 
	Perception of regulatory, normative and cognitive institutional dimensions 
	Initial decision for SMEs internationalization is fostered by cognitive institutional dimension and SMEs’ ability to innovate, which, in turn, is influenced by firm’s internal factors 



Different researchers in theirs studies used different approaches towards institutional environment analysis. Some of them assessed it through distinguishing the range of institutional conditions and examined theirs’ influence of firm’s strategic choice (Hitt et al., 2004). In other works, it was observed how economic, political, financial and cultural factors affect entrepreneurship development (Thai, Turkina, 2014); the influence of market and financial institutional barriers was investigated (Baum, Schwens, Kabst, 2013); the role of bureaucratic procedures and political barriers on SMEs export (Leonidou, 2004) and influence of financial institutions and corruption on SMEs development from emerging countries were analyzed (Wieneke, Gries, 2011). Factors of institutional environment frequently were defined through elements of wider category – macro environment (Terjesen, Hessels, 2009; Chen, Tan, 2009) or it was perceived in terms of institutional barriers or constraints (Witt, Lewin, 2011). 

Almost all of the studies contain absolutely unique set of institutional factors with which environment is characterized. Some of the scholars commonly divide them into formal and informal (De Clercq, Lim, Oh, 2013; Diaz-Casero et al., 2012), other prefer using Scott’s (2001) three institutional pillars. These dimensions were used to conduct comparative analysis of entrepreneurial activity levels among different countries (Busenitz et al., 2000), for studying factors affecting strategic choice of the firm in the time of fundamental institutional changes (Peng, 2003); for assessing its influence on exporting firms’ business (Descotes, Walliser, Guo, 2007; Volchek, Henttonen, Edelmann, 2013), on business operations of the companies from countries with developing economy (Yamakawa, Peng, Deeds, 2008). Some literatures in their studies tested influencing mechanisms of home-country institutional environment on firm’s decision about internationalization (Gaffney et al., 2014; Yamakawa et al., 2008), while others examined host-country institutional environment and its influence on foreign location choices for expansion (Coeurderoy, Murray, 2008; Holburn, Zelner, 2010)

Despite the fact that formal institutions resist the changes in easier and faster manner, unformal ones could not be ignored while analyzing institutional environment. Furthermore, some of the scholars while comparing regulative, cognitive and normative institutional dimensions came to the conclusion that cultural aspects are able to change and evolve pretty fast (Meyer, Peng, 2005). The assessment of institutional environmental factors’ influence should be based on the analysis of specific factors, both formal and informal institutions, which are the fundament for business functioning: developed institutional environment can facilitate firms’ flourishing, while poor level of its development could be devastating for the SMEs (Davidsson, Henrekson, 2002).

Before exact hypotheses formulation it is necessary to explain why developing countries are chosen as one of the research objects. First of all, countries with developing economy are going through numerous transformations, which are present in institutional environment. Firms development in general largely depends on institutional environment they were incepted in, and especially this is actual for SMEs due to constraints in resources that makes it almost impossible for them to change it (environment). It is acknowledged that in the developing countries institutional environment plays crucial role from the point of view of speed and dynamism of changes, that could lead to unpredictable outcomes for business (Yamakawa et al., 2008). However, as it was already mentioned, there is no universal opinion on the influence on this volatile and non-homogeneous environment on SMEs internationalization. 

Hypothesis development 

From the previous part of this chapter it is clearly seen that even though institutional theory perspective is commonly used by scholars to explain different internationalization patterns of companies, there is no comprehensive study regarding comparison of this institutional dimensions influence on internationalization of INV and established firms. As it was mentioned before, in this research paper Scotts’ institutional theory with three pillars will be taken as a base for classification and selection of specific institutional factors, influence of which is going to be analyzed further. As it was already mentioned, each pillar contains various factors that could be analyzed, and following part of the study is dedicated for their selection, hypothesis statement and variables identification for further regression model construction.
Regulatory factors
Various countries differ substantially in terms of regulative processes and overall business development. In the developing countries, regulative aspect of institutional environment most frequently is perceived as a constraint for business (underdeveloped legislation, pressure from governmental agencies) rather than supportive and stimulating element (Shirokova, Tsukanova, 2012). However, scholars also suppose that well-developed domestic regulatory policies and institutional support derived from governmental programs can play one of the key roles in encouraging firms to go international (Buckley et al., 2007). Such programs include simplified administrative procedures, reduced taxation, favorable exchange rates (Luo et al., 2010). Governmental support programs can influence SMEs’ internationalization process in a way of facilitating the process of acquiring of important information about overseas business environment, mitigating internationalization risks and access additional business opportunities via government bilateral trade partnerships (Li, Ding, 2017). All of the mentioned above, such policies and arrangements, are supposed to increase confidence and ability of SMEs to manage risks and facilitate theirs (SMEs) internationalization. 
Hypothesis 1.1: There is a positive relationship between government supportive programs and internationalization of early-stage SMEs.
Hypothesis 1.2: There is a positive relationship between government supportive programs and internationalization of established SMEs.

It is not a hidden fact that in order to develop a new business substantial financial capital is required (De Clercq, 2008). While going international firms are seeking extra financial resources, which could be proved through governmental programs. For example, in a range of countries there are supportive governmental programs which provide SMEs with grants for starting up and developing innovative firms, while others support SMEs while going international (Reynolds, 1997). 
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In order to go international, firms have to incur non-trivial sunk costs and risks that companies do not take into account when operating in domestic market (Riding et al., 2012). These internationalization expenses may include legal services, travel expenses, language-related costs, bureaucratic procedures like adaptation of company documentation (Bartoli, Ferri, Murro, 2014). Apart from those costs mentioned above, exporters involve marketing related costs such as customization of the products, commercial activities (Raju, Rajan, 2015) and, finally, costs related to increase in manufacturing capacity and maintaining higher inventory levels (Westhead, Wright, Ucbasaran, 2004). Therefore, potential exporters, especially SMEs, should be ensured that they dispose of enough financial resources to be able to implement internationalization strategy and enter foreign market. That is why it is assumed that such regulatory factor as access to financial resources will have influence on internationalization of SMEs.
Hypothesis 2.1: There is a positive relationship between governmental financial support and internationalization of early-stage SMEs.

Hypothesis 2.2: There is a positive relationship between governmental financial support and internationalization of established SMEs.
Cognitive and normative factors
Both cognitive and normative environmental dimensions are closely related to culture and many scholars describes the nature of culture in different ways – either through normative or cognitive perspective (Kostova, 1999). Thus, in some studies authors use cultural factors to analyze the cognitive pillar (Pogrebnyakov, Maitlnd, 2011), while in others culture is used to examine the normative one (Busenitz et al., 2000). In this work, as it was mentioned before, normative pillar will reflect how international activities or exporting are perceived and valued by country’s residents (so cultural side is going to be analyzed in this block of factors), while cognitive one will reflect common knowledge that society can widely share in order to justify and explain some particular phenomena (Kostova and Roth, 2002). 
Overall decision about starting new business is affected by county’s educational system, because this system allows to provide high-quality entrepreneurs, that are capable of being creative and running new business (Honig, 2004). Consequently, it is logical to suppose that more knowledge about foreign markets SMEs leaders have, more internationally oriented they are going to be (Filatotchev et al., 2009). If entrepreneurs are not even aware of the opportunities that can be found in foreign markets, they simply will not exploit that possibility of gaining competitive advantage and extra profits. And this internationally-related knowledge most likely can be obtained through education, both secondary and higher. Moreover, as it was previously mentioned, for SMEs to be competitive abroad innovative solutions, products and services should be proposed to foreign market. For enterprise to be innovation-oriented, leaders and employees should possess profound related knowledge that can be acquired through education. That is why while constructing regression model education will be as representation of cognitive environmental factor that could potentially influence internationalization of SMEs.
Hypothesis 3.1: There is a positive relationship between educational system and internationalization of early-stage SME.
Hypothesis 3.2: There is a positive relationship between educational system and internationalization of established SME.

Normative factors of institutional environment can be mostly explained by cultural aspects and values and beliefs that are shared in the particular country. Normative dimension depicts the actions of an entity that are desirable and appropriate within some socially constructed norms (Zimmerman, Zeirz, 2002). More specifically, for instance, degree to which a county’s residents admire and appreciate entrepreneurial initiatives could be one of the normative factors that influence SMEs internationalization, because it represents shared perception of entrepreneurial phenomena. In other words, if internationalization is perceived as important contribution to nation’s success and generally right thing to do despite its costs and risks, then it will have direct positive influence on SMEs internationalization (Muralidharan, Pathak, 2017). However, data related to exactly nation’s perception of internationalization is not an easy thing to obtain, that is why in this work another angle and logic will be used to check influence of normative pillar from cultural perspective. 
From previous hypothesis developing part, it is seen that innovational aspect of the business is crucial for the enterprise to be successful in the market. Several scholars have analyzed the influence that innovations have on the global start-ups and Freeman et al (2006) has concluded that “innovativeness, together with proactive and risk taking are part of the organizational culture that make the start up a successful born global firm”. Knight and Cavusgil (2004) also claims that innovation capability is one of the major factors that affects SMEs’ both domestic and international success. Moreover, innovation culture and related capabilities facilitate creation of early adopters of internationalization. So, putting all aforementioned in the context of culture, it seems logical to suggest that if in particular country innovative and creative thinking is viewed as a route to success and national culture of this particular country encourages entrepreneurial risk-taking, then enterprises will be prone to be innovative and, as a consequence, wiling to internationalize, because internationalization itself is kind of risky strategy to follow. 
Hypothesis 4.1: There is a positive relationship between country nation’s perception of innovative and creative thinking and internationalization of early-stage SMEs.
Hypothesis 4.2: There is a positive relationship between country nation’s perception of innovative and creative thinking and internationalization of established SMEs.
Hypothesis 5.1: There is a positive relationship between country nation’s perception of risk-taking and internationalization of early-stage SMEs.
Hypothesis 5.2: There is a positive relationship between country nation’s perception of risk-taking and internationalization of established SMEs.
Corruption and bureaucracy are two factors that scholars widely use to check their influence on entrepreneurial activities (Shirokova, Tsukanova, 2012). In developing countries corruption is acknowledged to be a pervasive and extensive phenomenon (Aliyev, 2015; Round et al., 2008; Aidis, Van Praag, 2007). It is widely supported idea, that corruption has negative impact on overall economic growth and development at the aggregate country level (Méndez and Sepúlveda, 2006; Williams, Martinez-Perez, 2016), however, there is no universal conclusion on corruption’s influence on firms’ performance and their decision to internationalize. Few studies tried to examine corruption’s effect in some particular country-specific environment, and the results of these studies appeared to be mixed, with some of them revealing that firms’ engagement in corrupted activities positively influence their performance and others that corruption harms it (performance). So, as it is well-known fact that level of corruption may affect managerial and strategic decisions (Knill, 1999; Brewer, 2004), it is interesting to see how corruption will relate to SMEs’ degree of internationalization in developing countries. Hypothesis will be based on the premise that corruption in the forms of bribery makes SMEs’ costs to go up what hampers their growth and investments (Brewer, 2004) and, in turn, may limit capability of international expansion. Consequently, lower the level of corruption in the country, higher level of internationalization of SMEs. 
Hypothesis H6.1: Lower the level of corruption in the country, higher level of internationalization of early-stage SMEs. 
Hypothesis H6.2: Lower the level of corruption in the country, higher level of internationalization of established SMEs. 
All of the developed hypotheses are conceptually the same for both early-stage and established SMEs because based on the literature review different studies suggest different relationships between chosen factors and internationalization of SMEs at different lifecycle stages or its (relationship) absence. That is why for the sake of simplicity it is assumed that all of the chosen institutional factors have the same influence on internationalization of early-stage and established SMEs. Further quantitative research will or will not provide support for those statements.
Summarizing everything from the first chapter, it is clear that scientific research in the field of SMEs internationalization significantly lacks studies comparing the influence of national institutional environmental factors on internationalization of SMEs on different lifecycle stages, namely INV and established firms. It is assumed that following research will be helpful in advancement of SMEs internationalization research overall, because, firstly, policy makers will be able to adjust some factors of institutional environment based on their goals – either facilitate early international entrepreneurship or/ and give a push for established SMEs to go global, secondly, SMEs will be able to exploit our managerial implications. 

After thorough literature review, analysis of factors already studied as influential factors on internationalization of SMEs and personal logic, five major factors were selected to be analyzed and tested, the summary of which is presented in the Table 5 below.
Table 5 Variables description and hypothesis statement
	Variable name
	Null hypothesis
	Institutional pillar

	Government programs 
	Hypothesis 1.1 and 1.2: 

There is a positive relationship between government supportive programs and internationalization of both types of SMEs
	Regulative

	Financial capital access  
	Hypothesis 2.1 and 2.2: 

There is a positive relationship between governmental financial support and internationalization of both types of SMEs
	Regulative

	Educational system 
	Hypothesis 3.1 and 3.2: 

There is a positive relationship between educational system and internationalization of both types of SMEs
	Cognitive

	Perception of innovative and creative thinking 


	Hypothesis 4.1 and 4.2:
There is a positive relationship between country nation’s perception of innovative and creative thinking and internationalization of both types of SMEs
	Normative

	Perception of risk-taking
	Hypothesis 5.1 and 5.2:

There is a positive relationship between country nation’s perception of risk-taking and internationalization of both types of SMEs
	Normative

	Level of corruption 
	Hypothesis 6.1 and 6.2:
Lower the level of corruption in the country, higher level of internationalization of both types of SMEs
	Normative


The second chapter is going to provide insights on methodological part of the research. Empirical study will be presented in a deep detail and step by step quantitative research will be examined with quantitative results discussed in the end. 
2. RESEARCH METHODOLOGY AND EMPIRICAL STUDY 
In the second chapter the thorough explanation of methodology that is used for empirical study is presented. Based on hypothesis that were developed in the previous chapter, the influence of national institutional factors on SMEs internationalization is assessed with the use of regression model and numerical results are presented.
2.1. Description of the empirical research methodology 
From the first chapter, it is clear that theoretical base enables us to conduct relevant research in the field on SMEs internationalization. As it is seen from literature review of already conducted studies, ample variety of factors can affect internationalization of SMEs, but the influence of national institutional environment on internationalization of SMEs on different lifecycle stages has not been studied sufficiently yet, that is why current empirical study is going to cover this gap. 
As research paper is aimed at exploring influence of particular factors on some specific issue that was not analyzed previously, the type of the research is going to be exploratory. Quantitative research method is going to be the base for empirical study and analysis. Quantitative research by its nature is a deductive method, the main goal of which is, firstly, to state the hypotheses based on initial data gathering so that hypotheses are supported quantitatively and, secondly, to test validity of these hypotheses with the use of mathematically and statistically based methods (Easterby, Smith, 2002). Regression analysis will be used as the main tool for obtaining necessary information and answering research questions, as it fits mostly for discovering interrelations and dependences between various factors.
Data collection and variables description
The whole research will be majorly based on the Global Entrepreneurship Monitor (GEM) database. GEM is a project of leading business schools in the organization of country studies regarding the development of entrepreneurship in the world and on the state of business activity in the world.  Since 1999, GEM contributes to understanding of the entrepreneurial phenomenon and provides entrepreneurial-related information about more than 100 participating countries. Being more precise, GEM examines the level of total entrepreneurial activity, patterns of nascent entrepreneurs and wide array of different kinds of factors that can influence entrepreneurship development. 
Overall, GEM data consist of two blocks:
1) Adult Population Survey (APS) – shed light on the entrepreneurial behavior and attitudes in different countries. Characteristics, motivations and ambitions for starting business are explored as well as social attitudes towards entrepreneurship are formulated. APS data is considered to be notably rich, reliable and with high validity (Reynolds et al., 2005). 

2) National Expert Survey (NES) – data related to national context in which individuals may start up their business and entrepreneurial framework conditions. NES data is collected via in-depth interviews asking entrepreneurs that are operating in the business field or with entrepreneurship specialists standardized questions that assess national institutional environment. Reynolds (2005) states that NES’s multi item constructs are highly reliable. 
Overall, the uniqueness of such monitored data lies in the intercultural approach to understanding entrepreneurship in different countries, providing information and measuring business activity in a global context.


Applying GEM to the context of research, dependent variables for the hypothesis testing, namely levels of internationalization of SMEs on different lifecycle stages, are going to be obtained from GEM APS data. Being more precise, as the purpose of the study is to compare the influence of various factors on internationalization on different lifecycle stages, two models will be based and two following dependent variables for these models were chosen: 

1) Percentage of start-up (SU) firms involved in export activities (receiving 1-25% of revenue from outside countries);
2) Percentage of established (EB) firms involved in export activities (receiving 1-25% of revenue from outside countries).
However, it is with-mentioning that GEM includes data for entrepreneurial activity overall, including SMEs and self-employed people. Even though self-employed part accounts only for 15%, in order to make analysis valid enough the data for SMEs only were extracted and then put under investigation.  
With regards to independent variables, 5 out of 6 are taken from GEM NES database, while level of corruption is obtained from Global Corruption Ranking from the Transparency International report. All the variables that is going to be used in regression model are presented in a more visual-friendly way in the Table 6 below. 
Table 6 Variables description 

	Full variable name
	Variable name used in the model
	Description
	Institutional pillar

	Dependents variables

	SU involved in export
	SU
	% start-up firms involved in export activities
	-

	EB involved in export
	EB
	% established firms involved in export activities
	-

	Independent variables

	Government programs
	govprogr_
	Government supports entrepreneurship through different programs (1-9)
	Regulative

	Financial capital access 
	finan
	There is sufficient overall funding available for new and growing firms (1-9) 


	Regulative

	Business-related education
	edu_
	Higher education provides necessary competences for starting a business (1-9)
	Cognitive

	Perception of innovative and creative thinking
	innov
	Country nation perceives innovative and creative thinking as a route to success (1-9)
	Normative

	Perception of risk-taking
	risk
	Country nation encourages entrepreneurial risk-taking (1-9)
	Normative

	Corruption
	corrup
	Level of corruption (1-100, where 1 – highly corrupted, 100 – absolutely not) 
	Normative 


The data for all variables represent three consecutive years: 2015, 2016 and 2017. As analysis is dealing with internationalization in developing countries, historical data for 46 countries in total is taken.
Regression model description 

In order to complete data gathering, model construction and running regression analysis two statistical tool packages will be used. As dealing with cross-sectional time-series data analysis takes place, meaning that behavior of subject across time is observed (as data accounts for three years for different counties), STATA 13 is going to be more appropriate tool to use for running main statistical analysis, while IBM SPSS is more preferable to use for data collection and transformation as it has more convenient interface and
In order to run the regression analysis, the right statistical model should be chosen. As the subject of the research is panel data, the regression method has to be chosen based on the special framework, that points out that for panel data 3 types of regression model are applicable but one has to be picked up. Figure 3 represents this framework.
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Figure 3 Map of choosing a model for regression analysis of panel data

Source: Dougherty, 2005

· Fixed-effects model – this model is aimed at describing relationship between dependent (outcome) and independent (predictor) variables within an entity. The variables should vary over time for the fixed-model to be chosen. The main idea here is that entities, within which relationship could be found, have their own characteristics which may either influence the independent variables or do not have any influence on them. When we use FEs, we must control and assume that something in the individual can affect or bias the predictor or outcome variable (Dougherty, 2011). However, this method is not perfectly suited for this investigation, as differences between objects are not taken into account.

· Random effect model is also known as multilevel or mixed models (Clark et al., 2010). The background of the random effects model assumes that, unlike the fixed effects model, the inter-entity variability is random and not correlated with the independent variables included in the predictive model or model (Torres-Reyna, 2007). The crucial difference between fixed effects and random effects is whether the unobserved individual effects incorporate factors that correlate with regression parameters in the model, and whether these effects are probabilistic (Greene, 2008). As Gelman and Hill (2007) states, random effects models enable estimation of coefficients with lower sample-to-sample variability by partially pooling information across units. At first glance, this model can be applied to research, but some tests are needed to be conducted in order to choose.
· Regular ordinary least square (OLS) regression could also be applied to panel data. Greene (Greene, 2008) argues that this method is not the most accurate and does not involve dispersion in all objects. When choosing between model Pooled OLS and random-effects, the Breusch-Pagan Lagrange multiplier must be verified in order to check variance across entities. 
2.2. Empirical research 

Analysis of the International New Ventures (SU)

According to the model described above, first of all the right model between random- and fixed-effects should be chosen. This could be done with running Hausman test, which tests whether the unique errors of entities are correlated with the repressors, which is the H1. The null hypothesis in this test is that they are not correlated.  
The result for this test is presented in Appendix and as it could be seen Hausman test for early-stage SMEs is not significant (0,07), that is why the fixed-effect model cannot be chosen. 


After understanding that fixed-effect model cannot be used in the analysis, the comparison between random-effect model and regular OLS model should be done. This choice can be done with running Breusch-Pagan Lagrangian multiplier test. This test checks whether there is variance difference between entities (homoscedasticity). The null hypothesis is that there is no homoscedasticity, what means that if test would appear to be insignificant, regular OLS model could be chosen as a model to apply further. 
The result for this test is presented in Appendix. It shows that hypothesis about presence of homoscedasticity is confirmed (0.00), that is why random-effect model should be applied further.

Firstly, regression model equation should be built:

Yit =βi +β2Zit +β3Nit +β4Pit +β5Sit +β6Fit +β7Mit +uit +εit, where

Y it - dependent variable (i - country; t - time period) 
βi - the intercept for each entity (country) 
β2..7 - beta coefficient for different variables 
Zit – government programs variable 

Nit – financial access  
P it – higher education
Sit – attitudes to innovative thinking  
F it – attitudes to risk-taking 
Mit - corruption
uit - between-country error 
εit - within-country error 


Prior running the random-effects regression model itself, one more thing has to be checked. As multiple regression takes place, the check for multicollinearity should be performed, which will show whether there is a strong correlation between two or more independent variables. If it is present, the one that has this strong correlation should be excluded from the model, because otherwise it could lead to unreliable results. 

The multicollinearity check is going to be performed with simple covariance matrix observation. The result of this check is presented in Appendix. As it could be seen, out model is valid since all coefficients are less than +- 0,7. 

Now it is possible to run regression analysis itself. The STATA output is presented below: 
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Figure 4 Results for early-stage SMEs

Based on the Figure 4 it could be concluded that model overall is valid on the 95% level of significance (p=0,01), moreover, the significant results for three variables can be observed (edu_, innov, corrup), what is the firm basis for three hypothesizes confirmation. 
Table 7 Results for early-stage SMEs analysis
	Hypothesis
	Result

	Hypothesis 1.1: There is a positive relationship between government supportive programs and internationalization of early-stage SMEs
	REJECTED

	Hypothesis 2.1: There is a positive relationship between governmental financial support and internationalization of early-stage SMEs
	REJECTED

	Hypothesis 3.1: There is a positive relationship between educational system and internationalization of early-stage SME
	ACCEPTED

	Hypothesis 4.1: There is a positive relationship between country nation’s perception of innovative and creative thinking and internationalization of early-stage SMEs
	ACCEPTED

	Hypothesis 5.1: There is a positive relationship between country nation’s perception of risk-taking and internationalization of early-stage SMEs
	REJECTED

	Hypothesis H6.1: Lower the level of corruption in the country, higher level of internationalization of early-stage SMEs
	ACCEPTED


Analysis of the Established firms (EB)


In order to make an empirical research for established firms group, the same actions that were implemented for early-stage SMEs group should be performed, namely: 
1) Deciding between fixed-effect model and random-effects model with the Hausman test check; 
In the case with established SMEs Hausman test showed the same results as with early-stage group, so H0 should be rejected (0,34) and understanding that fixed-effect model cannot be applied should be obtained.

2) Deciding between random-effects model and regular OLS model with the Breusch-Pagan Lagrangian multiplier test check; 
With BPL test the situation is the same as in the previous case as well, so Pooled OLS regression model cannot be applied. The choice for random-effects model is made.

3) Building covariance matrix for multicollinearity check; 
Multicollinearity check went well and the model can be considered as valid (all coefficients are less then +- 0,7).

4) Running regression itself. 
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Figure 5 Results for established SMEs

As in can be seen from the regression Stata output the model overall is also significant on the 90% level of significance. However, here a deferent result regarding variable significance are presented: only two hypotheses are accepted, namely the influence of higher education is confirmed as well as the influence of attitude to risk-taking in the country. 
Table 8 Results for established SMEs analysis
	Hypothesis
	Result

	Hypothesis 1.2: There is a positive relationship between government supportive programs and internationalization of established SMEs
	REJECTED

	Hypothesis 2.2: There is a positive relationship between governmental financial support and internationalization of established SMEs
	REJECTED

	Hypothesis 3.2: There is a positive relationship between educational system and internationalization of established SME
	ACCEPTED

	Hypothesis 4.2: There is a positive relationship between country nation’s perception of innovative and creative thinking and internationalization of established SMEs
	REJECTED

	Hypothesis 5.2: There is a positive relationship between country nation’s perception of risk-taking and internationalization of established SMEs
	ACCEPTED

	Hypothesis H6.2: Lower the level of corruption in the country, higher level of internationalization of established SMEs
	REJECTED


Summary 

After running all the necessary tests and regression itself it can be concluded that the national institutional factors have influence on internationalization of SMEs. Moreover, our assumption regarding deference in factors that influences internationalization of SMEs that are on different lifecycle stages is partly confirmed as the difference in significant factors can be clearly observed. Aggregating everything from the second chapter it can be concluded that education has significant influence on internationalization of both types of SMEs, while corruption is influential only in the case of early-stage SMEs internationalization. The factors of social norms are influential in both cases, however different types of them are inherent to SMEs on different lifecycle stages. 
The more detailed discussion of the obtained results is presented in the chapter 3.
3. DISCUSSION OF THE OBTAINED RESULTS 
Information obtained from conducted empirical research provides insights which could be applicable to different spheres. First of all, the theoretical contribution to the internationalization as well as to the institutional theory is needed to be described. Then, findings obtained from the quantitative study contributes to practical implications useful both for policy makers and managers who are interested in going international and expanding their entrepreneurial activities. Finally, limitations of the research and propositions for further analysis and study are going to be provided in the following chapter. 

3.1. Theoretical contribution 

The research conducted in the previous chapter contributes to fulfill the research gap in the exciting literature related to internationalization and institutionalization theories, namely the research sheds light on the factors of national institutional environment that influence internationalization of INV and established SME firms. The existence of this gap was supported with literature review conducted in the first chapter.
The empirical study conducted in the form of regression analysis provide us with the results, that are aggregated in the Table 7. 
Table 7 Qualitative results of the regression analysis 

	Factor
	Affects early stage enterprises
	Affects established firms

	Government programs
	NO
	NO

	Financial capital access 
	NO
	NO

	Business-related education
	YES
	YES

	Perception of innovative and creative thinking in the country 
	YES
	NO

	Perception of risk-taking in the country 
	NO
	YES

	Level of corruption
	YES
	NO



As it can be seen from the Table 7, obtained results show us one common factor that influences internationalization of both early-stage enterprises and established firms and other significant factors that influence internationalization but differently depending on the lifecycle stage of the organization. Further the contribution of each factor will be analyzed based on the model constructed. 


First of all, it makes sense to analyze the factors of institutional environment that have influence on internationalization of SMEs. Education appeared to be the only factor that represents cognitive pillar and that has significant influence on internationalization of both types of enterprises. This result supports out hypothesis about positive relationship between level of education and internationalization and corresponds to already conducted research (Filatotchev et al., 2009; Muralidharan, Pathal, 2017), where the influence of education was observed separately – on the INV and established firms. The explanation for this similarity between two types of SMEs can be explained by the fact that no matter when the firm decides to go international, the knowledge for making international expansion beneficial is needed anyway. Primary, secondary and higher education equally significant when internationalizing either form inception or after 3-5 years since firms’ start-up, because for entering new market successfully extensive knowledge regarding foreign market, regulations, ways of doing business and other entrepreneurial-related knowledge is necessary regardless lifecycle stage of the SMEs. On top of that, the study of St-Pierre, Sakka and Bahri (2018) also suggests that “the initial decision of an SME to pursue an internationalization strategy is influenced by conditions in the cognitive institutional environment and the SME’s internal ability to innovate”, what is directly linked to education.
However, looking more precisely not only on the fact of cognitive factor significance but also on the coefficient itself, it can be seen that coefficient for early-stage enterprises is a bit higher (8.7) than that for established firms (7.6), what can be explained as following: according to stage theory model (Johanson and Vahlne, 1977) the firm is going international only when it is established because before doing that the firm has to obtain necessary knowledge and experience on real practice. Being experienced enough, SME is beginning to export based on combination of knowledge gained from education and practical experience itself, so that is why coefficient of education significance for established firms is a bit lower. 

Normative pillar, represented by country’s nation attitude towards innovative and creative thinking and risk-taking, has significant influence on the internationalization of both INV and established firms in general, however this influence interestingly separated in the following way: the attitude to innovative and creative thinking has substantial influence on the internationalization of early-stage entrepreneurs but does not influence established SMEs; the attitude to risk-taking influences internationalization of established firms and does not have any influence on INV. First of all, it should be mentioned that such result could be influenced by limitation about interconnection between normative factors, especially when it comes to cultural perceptions and attitudes (Sekliuckiene, 2017). Secondly, if look back on the theory analysis, it is one of the distinctive features of early stage international ventures (born-global firms) to be innovation-oriented so that easily expand to global markets since very inception (Andersson et al., 2014), so it is logical evidence from the regression model that the higher perception of innovative and creative thinking as a route for entrepreneurial success in the country, the greater the innovation orientation of the business and the higher internationalization of INV. In the case of established firms, attitudes for innovation are not playing significant role because, being mature, firms decide to expand, first of all, because they feel that they do not extract any more advantage from home-country market. And in this situation established firms have to dare and follow risk-taking strategy and go for international markets with existing products. In this case established firms do not have to be involved into innovative and creative solutions, they rather have to be risky enough to start exporting.

Another normative dimension – level of corruption – appeared to be influential only for early-stage SMEs’ internationalization, while being not significant in the case of established firms. The influence of corruption is probably the most controversial thing that has been explored by many scholars, since almost each of the study found different interconnections between corruption and the subject of the study. In the case of internationalization, in tone part of the studies related to developing countries it was observed positive influence of corruption (meaning that the higher the level of corruption, the greater the level of SMEs’ internationalization; Shirokova, Tsukaniva, 2012), while other scholars argued the corruption is the obstacle for SMEs to go international (Williams, Martinez-Perez, 2016). In the research conducted, the latter case has found a support for internationalization of early-stage SMEs (the lower the level of corruption, the higher the level of internationalization). This can be explained by the fact that nascent firms, that do not have any experience in operating on the market and that lack financial resources, perceive corruption as an additional cost that of course makes chances for internationalization smaller. Moreover, being new in the business environment means absence or lack of networking and “right” connections that could possibly ease the process of giving a bribe, what makes process of internationalization even tougher. 

For established firms, that operate in the corrupted environment of developing countries since very inception, corruption does not represent neither an obstacle nor a facilitating factor while internationalizing primarily because they simply got used to this environment, they know all shady schemes and perceive corruption as a normal way of doing things (Brewer, 2004).


Last two factors, governmental programs and access to financing, according to the results of the regression analyzes appeared to be not significant for internationalization neither of early-stage SMEs nor established ones. That means, that according to the study, regulatory institutional environment does not influence internationalization of SMEs at all. This conclusion is really intenerating due to the fact that only one study across all research paper examined earlier reveals the same findings (Volchek et al., 2013). The reasoning for this can be the following: the research is based on the case of developing economies and the regulatory function in such countries is acknowledged to be weak (Sutter et al., 2013). In developing countries financial and supportive institutions are not well-developed, or even if they are somewhat developed, they most likely target large corporations because they represent the core of developing-countries’ economy and the role of SMEs there is not perceived as the most vital (Sutter et al., 2013). 

Obtained finding regarding insignificance of regulative pillar can be also explained in a slightly different way. Firstly, in developing countries financial institute is regularly represented by conventional sources of financing, namely equity financing, bank loans. These types of financial resources are perceived as ones hard to obtain for SMEs, so they are prone to use informal financing (borrowing money from friend, family, etc.), that is why the factor of access to financial resources is not significant for SMEs internationalization. Secondly, even though in developing countries there could be governmental supportive programs aimed to help SMEs to development and to internationalization in particular, entrepreneurs could simply not be aware of these programs due to poor communication between government and business. 
3.2. Practical implications 

Based on the aforementioned list of theoretical contributions, recommendations for both policy makers and SMEs managers are needed to be formulated.
Implications for policy makers
In the current world where the trend of globalization is present internationalization is widely used strategically to build SMEs competitive advantage. Being exposed to different markets and various competitive environments provides firms with potentially rich source of learning and capability development (Autio, 2017).  Developing internationalization is also beneficial from country’s economy development side. Based on the obtained results of the empirical study, the number of recommendations will be formulated in order to foster internationalization of SMEs on different lifecycle stages. 
The first practical implication is derived from the findings regarding significant influence of social norms, meaning attitude towards innovative and creative thinking and risk-taking. Even though it is acknowledged fact that social norms are not the type of institutional environmental factor that could be easily and quickly changed (Kinzig et al., 2013), some initiatives could be influential in this case. For instance, investing in kind of propaganda, which would be concentrated to forming favorable societal attitudes towards international entrepreneurship, could be useful. As such initiatives, the authors propose promoting benefits of active entrepreneurship and internationalization via mass media channels (Spencer, Gomez, 2004), introducing incentive systems or various awards in the local level (Volchek, 2013), emphasizing the advantage of an international entrepreneurship, export activities, innovative business orientation at schools and universities.
Logically coming to the next factor that was admitted to be influential for both types of enterprises, there is a recommendation for policy makers to focus on business-related education. Development of extensive governmental and university educational programs will largely stimulate an international propensity among SMEs (Gupta et al., 2012). By extensive educational programs authors mean making them affordable for people interested in entrepreneurship in general, what will enable them with necessary knowledge to build internationalization strategy competently. New skills and obtained knowledge will unlock hidden opportunity of different internationalization models (apart from exporting) that will contribute to national SMEs development and, in turn, economic welfare of the county’s economy in the long-run. 
As level of corruption appeared to be influential to internationalization of INV, the implication for regulators could be the following: 1) as corruption is tightly linked to bureaucracy and most likely is a consequence of numerous stages that SMEs should go though in order to establish a new firm, the authors suggest policy makers to reduce them and make as clear as possible; 2) in order to foster all regulatory operations such as paying taxes, applying various performance reports, etc., and to make them more transparent it is suggested to build integral platform, where all of aforementioned things could be payed and submitted directly without the need of interpersonal relations with separate regulatory bodies, what could beneficially lead to corruption avoidance. 
Even though none of the regulatory environment factors appeared to be significant, one of the main initiative that could be suggested to governmental bodies is connected to providing informative support for SMEs, meaning extensive collaboration with firms, because, as it was assumed in the previous part, many firms are just not aware about current governmental initiatives even if in the country such are present. SMEs most often lack financial resources, especially the ones that are on the early stage of development. This could consequently lead SMEs to refuse internationalization as a business strategy, that is why clear communication of favorable financial methods and supportive governmental programs should be exploited.  All in all, awareness about and benefits that could be obtained from public support programs have to be promoted way more extensively. For institutional change and economic development to be fostered, involvement and cooperative actions between governmental authorities and business representatives are required. 
Implications for managers 
The conducted study and obtained results contribute to managers of SMEs with the recommendations for fostering internationalization process and making it more efficient. 

First of all, managers should clearly understand and forecast not only advantageous opportunities for international expansion, but also get the understanding of potential problems and obstacles that could appear while internationalization, including the ones that have been already formed due to country-specific peculiarities (the case of developing economies and corruption). The insight on the influence of level of corruption on early-stage SMEs internationalization leads authors to the following recommendation: as it is a widely acknowledged fact that in developing countries corruption prevails, the best thing managers could do for reducing its influence on their performance and internationalization process is simply trying to competently avoid it (corruption). Being more precise, authors suggest early-stage SMEs do not operate in the sectors that are highly regulated by the home-country government (such as heavy industry, metallurgy, telecom, private banking, etc. depending on the specific country) as long as these sectors are most likely to be corrupted and overwhelmed with «right» players. The same recommendation is valid for business-to-government activities, because, for instance, if host-county with developing economy needs some SME to solve any kind of business task and it (host-country) opens world-wide competition for that task, even if your solution is the best the chances for you to be selected as a supplier without getting involved into corrupted activities is close to minimum.
As education appeared to be the most influential factor for internationalization of both types of SMEs, we concluded that firms that have higher entrepreneurial knowledge are more likely to internationalize successfully. Because of this fact, authors propose SMEs managers to be highly involved into educational process. First of all, it will be useful for enhancing knowledge about foreign markets, which will make internationalization process easier afterwards. Secondly, SMEs could initiate collaborations with educational institutions (universities, business-related course centers) or build its own entrepreneurial schools that will communicate business-related knowledge, in particular with regards to internationalization.  
According to research conducted, normative pillar, generally speaking, appeared to be influential for internationalization of SMEs at both early-stage and established stage of development. This insight could be useful for managers in terms of understanding and applying to business the matter of normative institutional distance, meaning the difference in social norms between home- and host-county. Knowing the fact that social norms influence the process of internationalization, managers could make a right choice of the host-country. For instance, if the normative institutional distance is negative (i.e., if the institutional conditions in Russia are less favorable than in the host country), the international performance of Russian SMEs abroad will be better. However, if it is positive (i.e., if the institutional conditions are more favorable than in the host country), the performance will be worse (Volchek, 2013).  
The last managerial recommendation will be based on the fact that regulatory factors appeared to be not influential. Managers should be more active in the interaction with institutional environment. This recommendation is based on the fact that developing countries probably have various government programs that are aimed to help, stimulate and support SMEs development, performance and internationalization as well, but they are just not explicitly shared and promoted. For instance, in Russia there are various initiatives such as organizations called OPORA
, GISP
 that after being analyzed could be perceived as solid and useful SMEs’ supportive base, however, they are not widely known among Russian entrepreneurs. This fact could be the explanation for regulatory factors to be insufficient in this research, so managers should dig dipper and look for such programs more thoroughly and initiate contact with supportive governmental bodies by themselves.   
CONCLUSION

In the current research paper the analysis of national institutional environment influence on SMEs internationalization in developing countries was conducted. Throughout the paper the examination of this problem was done and the role of all institutional pillars – regulative, cognitive and normative - was examined based on the institutional theory. 
Internationalization is one of the paths that firm can follow in order to expand and enhance performance indicators and overall efficiency of SMEs development (Lu, Beamish, 2001; Loncan, Nique, 2010). The results of current research showed that factors of national institutional environment influence the internationalization of SMEs. In order to make analysis of institutional environment influence more holistic and full, all three institutional dimensions were taken into consideration. After extensive theoretical research, following factors were chosen to be examined: government programs and access to financial capital as factors of regulatory pillar; educational system as factor of cognitive pillar; perception of innovative and creative thinking, perception of risk-taking and level of corruption as factors of normative pillar. 
As long as the main goal of the study was to investigate how same factors of national institutional environment are influencing internationalization of SMEs on different lifecycle stages, two variables were picked up as dependent ones: percentage of start-up firms involved in export activities and percentage of established firms involved in export activities. 

After formulating hypotheses, the data was collected for three consecutive years primarily based on the GEM database and International Transparency reports. Dealing with panel data, random effects regression model was chosen to be as the tool to analyze two different types of SMEs internationalization: early-stage and established ones. Building two models allowed to visibly compare the influence of the same array of institutional factors on internationalization of different SMEs types. The results of the conducted regression analysis indicated that there are both similarities and differences in national institutional environment influence on internationalization of different types of SMEs in developing countries what led to formulating valuable theoretical and practical implications. 
Analysis showed that cognitive pillar represented by educational system is influential for both early stage and established firms. This result supports out hypothesis about positive relationship between level of education and internationalization and corresponds to already conducted research (Filatotchev et al., 2009; Muralidharan, Pathal, 2017), where the influence of education was observed separately – on the INV and established firms. 
Moving further, according to the results the attitude to innovative and creative thinking has substantial influence on the internationalization of early-stage entrepreneurs but does not influence established SMEs, while the attitude to risk-taking influences internationalization of established firms and does not have any influence on INV. Overall, it could be concluded that normative pillar related to cultural side is influential for both types of the SMEs. Analysis of another normative factor – level of corruption – showed that nascent firms perceive corruption as an additional cost that makes chances for internationalization smaller, while for established firms corruption does not represent neither an obstacle nor a facilitating factor while internationalizing. 
Lastly, governmental programs and access to financing appeared to be not significant for internationalization neither of early-stage SMEs nor established SMEs due to weak regulatory function in developing countries. One of the reason for that finding could be the fact that even though in developing countries there could be governmental supportive programs aimed to help SMEs in development and internationalization in particular, entrepreneurs could simply not be aware of these programs due to poor communication between government and business. 

All of the aforementioned findings allowed to came up with practical recommendations for policy makers and managers. For the governmental bodies implications are the following: 
· Invest in popularization of entrepreneurship in general, emphasizing the beneficial role of internationalization in order to leverage influential role of cultural side of normative dimension of institutional environment;
· Focus on educational system: making it more affordable, promote and emphasize its crucial role in successful SMEs development;
· Make procedures of starting up a business more transparent and less bureaucratic, building integral platform for submitting all necessary documents and paying fees for making it easy for early stage SMEs to develop and go international (avoid corruption);
· Provide extensive informative support for SMEs regarding current governmental supportive programs, develop touch-points between governmental structures and business players. 
Finding of the research are useful for managers as well. The recommendations for businessmen are the following: 
· Highly involve into educational process and collaborate with educational institutions, build entrepreneurial schools with programs emphasizing importance of internationalization;
· Do not operate in the sectors that are highly regulated by home-country government (heavy industry, private banking, etc.) as well as in B2G activities in order not to fall into corruption trap;
· Take into consideration social norms in the host-country for making a right choice for spot for internationalization;
· Be more active while interacting with regulatory institutional environment, look for supportive programs and be proactive in initiating contacts with governmental bodies.
All in all, conducted research explicitly indicates that overall institutional dimensions have influence on internationalization of SMEs on different lifecycle stages in developing countries. Undoubtedly, the range of analyzed factors – is just limited scope of factors that could affect internationalization of SMEs. SMEs depend heavily on institutional environment because they have to overcome various obstacles that are nor directly linked to this environment. 

All obtained results bring substantial contribution to theoretical side of the research question, partly fulfilling the research gap in the SMEs internationalization research field and affecting the previous assumptions about international entrepreneurship and institutional environment of the developing economies. Moreover, these findings are valuable in further development of managerial and economic research in developing countries, as well as in practice of running SMEs. 
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APPENDECES 
Hausman test for established SMEs
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b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic
ni2(6) = (b-B)'[(V_b-V_B)"(-1)] (b-B)

11.56
Brob>cniz = 0.0725




Breusch and Pagan Lagrangian multiplier test for random effects for early stage SMEs
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sreusch and Pagan Lagrangian multiplier test for random effects

SU[countryl,t] = Xb + ulcountryl] + e[countryl,t]

Estimated results

Var sd = sqze (Var)
s 149,402 12.22457
e 77.78539 5.819603
u 48.77864 6.984171
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Covariance matrix for early-stage SMEs
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Regression model output for early-stage SMEs
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Hausman test for established SMEs
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Breusch and Pagan Lagrangian multiplier test for random effects for established SMEs
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Covariance matrix for established SMEs
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Regression model output for established SMEs
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