AN ENTREPRENEURIAL RESOURCE-BASED VIEW OF
EXPORT CHANNEL SELECTION AND EXPORT PERFORMANCE

Abstract
Although research indicates that the export channel a firm uses can significantly impact export performance, it is unclear how firms should select this channel. Models of export channel choice tend to concentrate on transaction costs, ignoring the value generation potential of entrepreneurial capabilities.  In this paper we develop and test the theoretical notion that in addition to transaction costs, differences in entrepreneurial capabilities influence export channel choice and as a consequence export performance. In addition, since the RBV maintains that value generating capabilities are context dependent, we deepen the analysis by exploring the moderating influence of export market institutional distance. Using data from a sample of European SMEs we find that export channel choice is contingent on both entrepreneurial capabilities and institutional distance in addition to transaction cost factors. Results also indicate that SMEs using export channels that take these three sets of factors into account have higher export performance compared to other firms.

INTRODUCTION
Small and medium size enterprises (SMEs) export in order to generate value through increased sales and profits (Autio, Sapienza & Almeida 2000; OECD, 2008).  Export channels are the mechanisms these firms use to take products and services to foreign locations (Shervani, Frazer & Challagalla, 2007). The export channel decision is critically important because it is difficult to change channels once established (Bello & Lohtia, 1995) and the export channel impacts international performance (Aulakh & Kotabe, 1997; He, Brouthers & Filatotchev, 2013). Despite this, previous export channel choice research focuses mainly on the efficiency of the export channel concentrating on transaction cost (TCE) factors  (Klein, Frazer & Roth, 1990; Shervani et al., 2007) ignoring the impact that firm-specific entrepreneurial capabilities might have on this important decision.
This omission is surprising given that the resource-based view (RBV) maintains firm capabilities can be used to create a competitive advantage and generate value (Barney, 1991; Madhok, 2002). Entrepreneurship research maintains that SMEs differ in the level of entrepreneurial capabilities they possess and these capabilities are associated with the decision to export (Zhou, 2007) and the level of export market diversity (Ripolles-Melia, Menguzzato-Boulard & Sanchez-Peinado, 2007). EO provides SMEs with the capabilities to facilitate access to and use of external resources and to enhance the effectiveness of internal resources; focusing attention on utilizing these resources to discover and exploit new opportunities (Wiklund & Shepherd, 2003).  EO capabilities are particularly useful when dealing with conditions of high ambiguity and uncertainty (Alvarez & Busenitz, 2001), conditions that exist when firms expand abroad.
In this paper we add a resource-based perspective (Barney, 1991) to previous transaction cost-based export channel choice and export performance research. We theorize and test the notion that the export channel represents a firm’s structure through which it utilizes firm-specific EO capabilities to create an advantage and generate superior performance, above the impact of transaction cost factors. Extending the RBV perspective, our theory suggests that SMEs with greater EO capabilities will tend to use intermediate (cooperative) export channels. The reason for this is that partnering with another firm can provide the SME with access to additional resources and knowledge, allowing high EO firms to take advantage of the capabilities it possesses, generating greater value. Since low EO firms do not have these same capabilities it does not benefit as much from partnering and hence will use hierarchical (integrated) channels in order to avoid the costs and risks associated with intermediate export channels. 
In addition the RBV suggests that capabilities that provide an advantage in one institutional context might not be valuable, rare, difficult to copy and non-substitutable in another (Oliver, 1997; Priem & Butler, 2001). Because every country possesses its own unique institutional context (Scott, 1995), we also theorize and test the idea that when a firm takes its EO capabilities abroad the benefits derived from possessing these capabilities varies, and the export structure choice should also vary. 
Hence, we contribute to the literature in several important ways. First, building on a new research stream, we make an important contribution by conceptualizing EO as a firm-specific capability and look at how SMEs can use these entrepreneurial capabilities to improve international value creation through the export channel choice decision. While past studies have done a good job of advancing our knowledge of export channel choice using transaction cost theory, these studies ignore firm differences in EO capabilities and how these capabilities can lead to improved export performance (Klein et al., 1990; Shervani et al., 2007). By adding insights from the RBV, we advance our knowledge of value creation in international markets; exploring how differences in EO capabilities impact the channel through which export activities are undertaken and as a consequence export performance.
Second, we contribute to the growing international entrepreneurship (Brouthers et al., 2014; Keupp & Gassmann, 2009) literature by adding insights from institutional theory (Scott, 1995). A number of studies have noted that the institutional environment can impact the usefulness of EO capabilities (e.g., Bowen & De Clercq, 2008; Covin & Slevin, 1989). In this study we add to knowledge by looking at how differences in the institutional context influence the value of EO capabilities, the choice of export channel and, therefore, export performance. Hence, our study extends previous work by noting that in addition to transaction cost factors, firms need to take into account differences in EO capabilities and institutional distance when determining the best performing export channel.  
 
THEORY AND HYPOTHESES
Research indicates that firms have a plethora of export channel options to choose from but to a large extent tend to use hierarchical (integrated) or intermediate (cooperative) channels (Campa & Guillen, 1999; He et al., 2013). In hierarchical channels the firm takes full responsibility for distribution and marketing of its products in the foreign country.  These channels include direct exports from the home country and the establishment of a wholly owned subsidiary in the foreign market. In contrast, cooperative or intermediate export channels allow the firm to share some of the distribution or marketing with a foreign-based partner through structures such as joint ventures, merchant distributors, and commission agents. 
Firms tend to possess a bundle of resources and capabilities (Barney, 1991), yet for SMEs one of the key capabilities that can provide an advantage as it expands to international markets are EO capabilities (Brouthers et al., 2014; Lee et al., 2001; Wiklund & Shepherd, 2003). Thus, below we theorize and test the notion that in addition to TCE factors, firm-specific EO capabilities impact the export channel choice a firm makes. Furthermore, building on previous research (Oliver, 1997), we develop and test theory that explains how institutional differences moderate this EO/channel choice relation. Finally, we provide theoretical arguments and empirical evidence about how this RBV/Institutional theory enhanced choice of export channel leads to superior export performance.

EO Capabilities and Export Channel Choice
When a (manufacturing) SME exports, it produces the product at home but needs to establish a structure to get its products to customers in the foreign export market. Firms have several alternatives which come down to the choice of doing the warehousing/distribution, and marketing itself or joining forces with a partner firm to warehouse/distribute and or market the products in a foreign country. Previous research maintains that this choice is determined based on transaction cost factors (Klein et al., 1990; Shervani et al., 2007). We suggest that in addition to transaction costs this choice should be based in part on the entrepreneurial capabilities a firm has developed. 
Internationalization involves allocation of limited SME managerial, financial and operating resources (Lu & Beamish, 2001). While SMEs with higher EO capabilities have greater innovative skills, are more proactive, and willing to take risks, resource restrictions hamper its ability to undertake these actions in foreign markets. We theorize that in such circumstances these firms will prefer cooperative export channels for several reasons. First, from a resource-based perspective cooperative export channels are used because they provide the SME with access to additional tangible resources (Madhok, 2002). Depending on the partner, SMEs may gain access to warehouse facilities, distribution networks, customer service providers, as well as marketing and sales force resources; all of which are of limited supply within the SME (Nakos, Brouthers & Dimitratos, 2014). Export channel partners can also provide managerial resources; managing the foreign unit locally, reducing the managerial burden for the SME (Lu & Beamish, 2001). We maintain that SMEs with higher EO have the capabilities to be more proactive in locating partners that can provide needed resources and to be more innovative in taking advantage of these tangible resources. 
A second way in which SMEs with higher EO capabilities benefit from cooperative export channels is through the acquisition of tacit, knowledge-based resources. Such firms possess innovative capabilities and favor R&D/technological leadership (Lyon, Lumpkin & Dess, 2000) but its knowledge of the foreign market is typically limited. Partner firms can provide these SMEs with knowledge about customers, competitors, and government policymakers (Lu & Beamish, 2001). This knowledge can be used in order to facilitate the discovery and exploitation of opportunities in the host market (Teng, 2007). Such knowledge can help SMEs with higher EO capabilities develop or modify current products to better fit the needs of foreign market customers. Thus, firms with high innovativeness capabilities will tend to collaborate with local partners because partner knowledge of the host market improves the development of new products/services and makes possible the identification of new opportunities for value creation in the foreign market.
Through these intangible-resources, partner firms can also help the SME identify new potential market segments. Firms with higher EO capabilities are proactive; they tend to create partnerships with local companies or contractual arrangements with local agents and distributors because these structures can provide knowledge to help the SME understand foreign competitors and predict future trends and needs (Lu & Beamish, 2001). SMEs with proactive capabilities can use this knowledge to identify untapped or underserved market niches before other companies have identified these markets (Lee et al., 2001). This allows SMEs possessing higher EO capabilities to accelerate entry into new market areas; potentially expanding the size of the export operation. Thus, through cooperative export channels SMEs get access to tangible and intangible resources that allow the SME to take advantage of its entrepreneurial capabilities and compensate for liabilities of foreignness and small size (Nakos et al., 2014). 
Of course using cooperative export channels is not without costs/risks (Klein et al, 1990). Establishing export partnerships implies threats associated with the loss of control over certain parts of the business and the necessity to transfer some key knowledge outside firm boundaries (He et al., 2013). One threat is that a partner can copy the activities that are not under exclusive control of the SME and decide to abandon the SME for a competitor. Another threat comes in cases where activities are not sufficiently protected; there can be knowledge leakage from the export channel. This leaked knowledge might allow a foreign competitor to imitate the SMEs advantage having an adverse effect on the SME. Third, miscommunication or simple free-riding can cause a reduction in the quality and type of service provided by the partner reducing any potential benefits that may accrue to the SME. Finally, if the SME forms a foreign partnership with a larger firm, that firm might decide to buy the SME or simply threaten to drop the SME and become a competitor to the SME in the foreign market.
We suggest that SMEs with greater EO capabilities will prefer cooperative export channels even though they are accompanied by potential business risks. Previous research suggests that when confronted with business risks in the marketplace firms with higher EO often adopt a bold, aggressive posture that maximizes the probability of finding and exploiting opportunities (Covin & Slevin, 1991; Rosenbusch et al., 2013). While establishing a cooperative export channel increases business risks it also provides access to additional resources. By working with a foreign partner higher EO firms can gain access to partner resources, experience, and knowledge of the local market and more easily identify and adopt innovative solutions that lead to a competitive advantage. Thus we theorize that for SMEs with greater EO capabilities, the potential advantages that can be generated by using a cooperative export channel offset the potential costs and risks of working with a partner organization. Hence, our first hypothesis states: 
Hypothesis 1. Firms possessing greater EO capabilities will prefer cooperative export channels while those possessing lesser EO capabilities will use hierarchical channels.

Institutional Distance, EO Capabilities and Export Channel Choice
Other resource-based research indicates that capabilities on which a firm builds sustainable advantage in a certain institutional context might not be sufficient in a different context (Oliver, 1997; Brouthers, Brouthers & Werner, 2008). Previous research argues that the institutional context affects how a firm does business, manages human resources, and interacts with customers and with the government (Kostova & Zaheer, 1999; Scott, 1995). Studies have noted that the difference in institutional context between a firm’s home country and a foreign target country (referred to as the institutional distance) is directly related to internationalization strategies (Kostova & Zaheer, 1999), including export channel selection (Campa & Guillen, 1999). Based on these insights, we extend previous research by theorizing how the regulative, normative and cognitive (Scott, 1995)  institutional distance between home and export country will moderate the relation between the level of EO capabilities a firm possesses and the export channel it uses in that particular country. 

Regulative Distance
The regulative dimension of the institutional context refers to the formal laws and regulations set by the State (Scott, 1995). With reference to the home country, regulations in a foreign country can be more or less favorable for entrepreneurial firms (Bowen & De Clercq, 2008); because regulative distance is asymmetric direction counts (Zaheer, Schomaker & Nachum, 2012). For example, having a higher level of regulatory protection or reducing the complexity of a country’s regulations might encourage entrepreneurial activities. In contrast foreign country regulations can make it more difficult to operate by having poor property rights protection. Thus, differences in the level of regulations can favor or hinder new entrepreneurial entrants. 
When entering markets that present a similar or better regulative context compared to the home country, firms will face fewer barriers. The reasons for this is that the firm is use to dealing with particular types of regulations in its home market and moving to a country with similar or better regulations requires only small adjustments (Gaur & Lu, 2007). Further, better regulations make it easier to do business; lowering paperwork demands, reducing tariffs, and simplifying processes (Bowen & De Clercq, 2008). Given the relative ease with which an SME can understand the conditions in these host countries, firms possessing greater proactive and innovative capabilities will be able to conform to the new regulative context without the need for the additional resources or knowledge that a local partner can provide (Gaur & Lu, 2007). In these circumstances adding a partner offers limited added value but increases costs. Therefore, we suggest that when entering markets with similar or better regulations SMEs with greater EO capabilities will be less inclined to use cooperative export channels. 
Yet in some countries the regulative context is worse with respect to aspects like transparency of government policymaking, efficiency of the legal framework, intellectual property protection (Luo & Zhao, 2013) or the level of tariff barriers and burden of regulation (Oliver, 1997). In such conditions firms with higher EO capabilities will increase its preference for cooperative export channels. One reason for this is that entry into worse regulative markets increases the costs of exporting.  Countries with worse regulations impose higher tariffs and paperwork requirements which increases exporting costs (Bowen & De Clercq, 2008).  Poor regulations with regards to policymaking transparency, inefficiencies of the legal framework, and decreased intellectual property rights means increased uncertainty and risk of loss especially of proprietary knowledge for exporters (Gaur & Lu, 2007). One way to overcome some of these barriers and decrease the cost of exporting to these countries is to partner with another firm located in that country. By working with a partner familiar with the target market regulative context, exporters with higher EO capabilities are able to speed-up acquisition of local regulative knowledge and develop or modify current export activities to compensate for these differences (Wiklund & Shepherd, 2003). Hence, our second hypothesis states:
Hypothesis 2. Regulative distance will moderate the relation between EO capabilities and export channel choice such that firms possessing greater EO capabilities entering markets with similar/better regulations will have a lower preference for cooperative export channels compared to those same firms entering markets with worse regulations.


Cognitive and Normative Distance
The normative and cognitive dimensions of the institutional context are not explicitly codified, are usually informal, and are rooted in society (Gaur & Lu, 2007). Both normative and cognitive aspects represent some implicit knowledge and procedures, ‘ways of doing’ that are intrinsically part of a country. The closer the home and host markets are from a normative/cognitive perspective the easier it will be to operate successfully in that market because these informal ways of doing business will be familiar (Gaur & Lu, 2007). In contrast, when there are larger normative/cognitive differences (no matter which direction) it will be more challenging for a foreign firm to understand the host market and to compete effectively there (Gaur & Lu, 2007). Thus, normative and cognitive distances are symmetric and we treat the relationships as a dyad (Zaheer et al., 2012).
We argue that normative/cognitive institutional distances will also moderate the relation between the level of EO capabilities a firm possesses and the way it structures its export channel. When entering markets with similar normative/cognitive aspects fewer additional resources will be required and thus the benefits of partnering with a local will be reduced.  In more similar normative/cognitive countries it is easier to transfer and use capabilities developed in the home country (Chan & Makino, 2007). Although SMEs may still require some additional tangible resources, much of the intangible resource needs disappear. In this situation, firms with higher EO capabilities will see fewer benefits from partnering with a local organization since little additional knowledge may be needed; firms can exploit existing capabilities to create a competitive advantage. Because of this we suggest firms with greater EO capabilities entering a country with similar normative/cognitive contexts will be less likely to benefit from and use cooperative export channels.
In contrasts, in a normatively/cognitively distant country SMEs will need to gain access to information about these differences in order to develop effective responses (Chan & Makino, 2007). Under these conditions, SMEs with greater EO capabilities will tend to export through local partners. These partners can be helpful in accessing intangible knowledge rooted in a society (Gaur & Lu, 2007). Local partners provide knowledge regarding commercial conventions and customer standards of behavior that will help innovative and proactive SMEs to develop new or modify current products to better match the expectations of the foreign market. Through foreign partners SMEs with greater EO capabilities get access to intangible resources that allow them to take advantage of their entrepreneurial capabilities, compensating for the lack of knowledge about how to position and market products in these countries (Nakos et al., 2014). Thus, we suggest that these firms will have a greater tendency to use cooperative channels when entering normatively/cognitively distant countries compared with when they enter normatively/cognitively close countries. Based on this our third hypothesis suggests:
Hypothesis 3. The normative/cognitive distance between home and export market will moderate the relation between EO capabilities and export channel choice such that firms possessing greater EO capabilities entering normatively/cognitively distant markets will have a greater preference for cooperative export channels compared to those same firms entering normatively/cognitively close markets. 


Export performance
In export markets firms can use EO capabilities to identify opportunities and develop processes, technologies, and strategies suitable to exploit these foreign-market opportunities; allowing the firm to overcome some of the liabilities of foreignness encountered as it moves abroad. Overall, we maintain that having entrepreneurial capabilities leads to superior export performance because it enhances a firm’s ability to acquire knowledge about the new environment, explore new opportunities, and transform these into a value adding competitive advantage (Rosenbusch et al., 2013).
Yet the possession of EO capabilities may not be sufficient for explaining wealth creation in export markets; the RBV suggests that firms need to align their organizational structure with firm-specific capabilities to achieve superior performance (Barney et al., 2001; Ray et al., 2004). In the exporting context this means that firms must make the right export channel decision (Klein et al., 1990; Klein & Roth, 1990); choosing either an integrated hierarchical or intermediate cooperative structure. The choice of export channel is critical since this organizational structure impacts a firm’s ability to exploit firm-specific capabilities (Barney et al., 2001), such as EO capabilities, in export markets.  While transaction cost theory suggests that firms should choose the most efficient export channel (Klein et al, 1990), from a RBV perspective firms should select the structure that provides the best value creation opportunities; by aligning the export channel with firm capabilities. Deviations from the optimal or predicted structure will weaken the alignment and will, therefore, result in lower export performance. Thus, taking a RBV perspective moves the cooperative export channel partner from being simply an independent entity to transact with, to a resource supplier and strategic asset which enables SMEs with higher EO capabilities to capture greater value in the export operation (Madhok, 2002). 
Further complicating the EO capabilities-export channel-performance relation is the fact that regulative, normative and cognitive institutional differences between home and export markets affect the value generation potential of firm-specific capabilities (Oliver, 1997; Priem & Butler, 2001). To reduce this impact and generate superior performance, firms need to adapt a structure (export channel) that aligns not just with the capabilities the firm possesses but also with differences in the foreign market context (Brouthers et al., 2008; He et al., 2013). In other words, firms need to use a structure that will allow it to exploit EO capabilities while taking into consideration the differences in institutional contexts. Accordingly, our final hypothesis states:
Hypothesis 4. Firms that align its export channel not only with TCE factors but also with the level of EO capabilities it possesses, contingent on the level of institutional distance, will achieve better export performance compared to firms that use other export channels. 


METHODS
To test our hypotheses we surveyed internationally active privately held manufacturing SMEs based in Italy and the Netherlands. We used samples from two different countries in order to avoid the potential biases of working with a single nation. In both countries, we selected firms that met four specific criteria. First, they had to be small or medium size companies. We used the European Union definition (European Commission, 2009), that indicates SMEs are firms with a maximum of 250 employees; we excluded micro-companies, i.e. those with less than 10 employees. Second, firms needed to be exporters because we were interested in exploring the choice of export channel. Firms that do not export do not make this decision and hence were excluded from our sample. Third, each firm had to be a manufacturer because the internationalization of services involves additional issues. Fourth, the firm had to be headquartered in Italy or in the Netherlands. 
In each firm, the target respondent was the person with the greatest experience and knowledge about the export operations; the entrepreneur/owner, CEO, or high-level manager. Similar to previous export research (He et al., 2013), we asked informants to provide information regarding their most important export market (defined as the market in which the firm has its largest sales). We split the questionnaire into two rounds in order to limit the potential for common method bias (Podsakoff, MacKenzie, Lee & Podsakoff, 2003). Data were collected between March and June 2012. 
In the Netherlands, we selected our sample from the Orbis database provided by Bureau van Dijk. We identified approximately 6300 Dutch firms and due to financial constraints limited our study to a random sample of 1070 of these firms. Each firm was contacted via email to complete an on-line questionnaire. This questionnaire contained only our control and independent variables. Within two weeks 46 companies completed the questionnaire. Subsequently, we contacted the firms that had not answered the questionnaire. This yielded an additional 210 responses. Hence we received 256 completed questionnaires (23.4% response rate). One month later we followed a similar procedure asking the 256 respondent firms to complete the second part of the questionnaire, containing our dependent variable measures. After telephone follow-up, we obtained 180 usable responses. 
In Italy, our sample was based on a list of companies in North-east Italy (regions of Veneto, Friuli-Venezia Giulia and Trentino-Alto Adige) provided by the Italian Chamber of Commerce. Approximately 3200 Italian firms met our criteria. Employing a local research firm a randomly selected sample of 800 firms were contacted by telephone, of which 299 answered the first round questionnaire (37.4% response rate). One month later, each of the 299 firms were contacted by phone again to complete the second part of the questionnaire. Only 85 Italian companies provided complete responses to the second part.   

Dependent Variables
As in He, Brouthers and Filatotchev (2013) we asked respondents to indicate which statement best represented the firm’s export channel in their most important (largest) export market. Based on Klein and Roth (1990) and Klein, Frazier, and Roth (1990), respondents were provided with 6 different channel choices: “We are involved in a joint venture with another company to handle sales in this market”, “We sell to a merchant distributor who takes title to our product and contacts buyers directly”, “We use commission agents”, “We have a wholly owned sales subsidiary”, “We serve it directly from the Netherlands/Italy, using company personnel” and “other”. Respondents selecting the “other” option were excluded from our analysis. As in He et al., (2013) Hierarchical channels were assigned a value of zero. In these channels the SME handles all the distribution and selling of the product in the foreign market which includes the use of wholly owned subsidiaries and direct exports from the home country. Cooperative or intermediate channels were assigned a value of one. These channels allow the SME to share all or part of the distribution or sales of products in the foreign market either through a joint venture, a merchant distributor, or commission agents who act for the firm in foreign markets. 
We measured export performance for each firm in the main (largest) export market (He et al., 2013), not overall firm performance or overall export performance. According to Keupp and Gassmann (2009) capturing country-specific export performance is a better method of testing export related decisions and activities. We used subjective measures because the firms we contacted were reluctant to provide concrete performance data and because we were exploring performance in a specific foreign market and the data were not available through a third party (e.g. Chambers of Commerce). We included three questions (on a seven-point Likert-type scale) about the level of satisfaction with the main export market over the past three years regarding (a) profitability, (b) overall export performance, and (c) achievement of the company’s initial objectives. Factor analysis indicated that the three items loaded on one factor (Cronbach alpha = 0.85). The values of the three items were summed to create the export performance construct.

Independent and Moderating Variables
For our export channel choice analysis, Entrepreneurial Capabilities were measured as a firm’s entrepreneurial orientation (EO) using nine seven-point Likert-scale items, building on work by Covin and Slevin (1989). While there is some debate about the usefulness and dimensionality of this construct (Anderson, et al., 2014), it is widely used in entrepreneurship research (Rauch et al., 2009) and thus aids in comparisons with previous results. This variable included the three components of EO: proactiveness, risk aversion, and innovativeness (Miller, 1983). Consistent with past research (Rauch et al., 2009) the values for these nine items were summed and averaged to create a single entrepreneurial capabilities construct (Cronbach alpha = 0.79). 
	Based on institutional theory (Scott, 1995) we developed three measures of the institutional environment as moderators. First, we explored the regulative distance between export and home country. To measure the regulative institutional environment for exporters we took 7 items from the World Economic Forum’s Global Competitiveness Report. As in Luo and Zhao (2013), we included the protection of intellectual property measure. We also included two items from the government inefficiency measure - efficiency of legal frameworks, and transparency of policymaking. Third, we included four items from the goods market efficiency portion of the database: the effectiveness of anti-monopoly policy, tariff rates, prevalence of foreign ownership, and burden of custom procedures. Each item was standardized and all 7 items load on one factor (Cronbach alpha=0.94). Regulative distance was calculated by summing the 7 items and taking the difference between the export market value and the home market value (greater values equate to better regulations in the export market).
	Second, we examined the normative distance between export and home country. Following Brouthers, Brouthers and Werner (2008) and Knack and Keefer (1997), social norms were measured using four items (Cronbach alpha=0.92) taken from the World Value Survey. These items include: attitudes toward claiming government benefits, avoiding a fare on public transport, cheating on taxes, and accepting a bribe. Normative distance was calculated as the absolute value of the difference between the export market social norms value and the home market value and then centered for analysis.
Third, Scott (1995) highlights that legitimacy is connected with cultural orthodoxy and suggests that the cognitive pillar of the institutional environments captures internal representations of the environment by actors. Consistent with previous institutional theory research (Gaur, Delios & Singh, 2007; He et al., 2013) we used cultural distance as our proxy for cognitive institutional distance. Based on Hofstede’s (1980) four cultural dimensions we calculated the cognitive distance between the home (Italy or Netherlands) and each export country, using Kogut and Singh’s (1988) formula. 
Finally we developed three interaction variables. First we centered the values of our entrepreneurial capabilities (EO), regulative, normative and cognitive distance variables. Subsequently, we multiplied the centered entrepreneurial capabilities (EO) variable by the centered normative distance measure, the regulative distance measure, and the cognitive distance measure.
For our performance analysis, we followed previous RBV/performance research (Barney et al., 2001; Brouthers et al., 2008; He et al., 2013) and examined the alignment or fit (Venkatraman, 1989) of the export channel used by our respondents with the theoretically determined export channel, creating three Fit variables to test our various export channel selection models. First, we calculated Fit-controls by comparing the predicted export channel (from our export channel regression Model 1, Table 2) to the actual export channel used by each firm. When the export channel used by the firm matched the export channel predicted by our regression model the Fit-controls variable assumed a value of one, when firms used export channels other than those predicted by our theoretical variables the value was zero. We followed a similar procedure to calculate our Fit-EO and Fit-EO/Institutional distance variables, but used the predicted export channel calculated from export channel regression Model 2 and Model 6 (Table 2) respectively. 

Control Variables
We included a number of control variables that according to previous research influence export channel choice (Klein et al., 1990) and/or have been linked to export performance (Sousa, Martinez-Lopez & Coelho, 2008). We began by including transaction cost variables since past export channel choice studies have already shown that these variables impact this decision (Klein et al., 1990; Shervani et al., 2007). Asset specificity was measured as the ratio of R&D expenditures to total sales. We measured internal uncertainty with a single-item seven-point Likert-scale question that asked about the ease/difficulty of measuring the collective performance of individuals who perform the exporting function in their most important market (He et al., 2013). For external uncertainty we used the four-item semantic differential scale developed by Shervani, Frazier and Challagalla (2007). These items look at how easy/difficult it is to monitor trends, forecast sales, gauge competition, and understand the export market. All four items load on a single factor (Cronbach alpha = 0.62) and were therefore summed to create the construct. Finally, we measured export frequency as the percentage of sales in the target market compared with total export sales for the firm. 
Other control variables included Firm size which was measured as the number of people employed (full-time equivalent) in the company worldwide. We captured the number of years the firm had been exporting through our measure international experience. We also controlled for the number of countries in which the firm has exported its products (calculated as the natural logarithm). We developed a measure export channel experience which captures the number of other countries where the firm has used the same export structure as is used in the target market. Because we have SMEs from two home countries, we created a dichotomous variable (nationality) to control for home country differences. Firms from Italy were coded zero while firms from the Netherlands were coded one. 
In our sample we had SMEs belonging to 21 different industries according to NACE classification. To control for potential industry differences, we created seven dummy variables, one each for those industry sectors that are present with 5% or more companies. The industry dummy variables are: Manufacture of machinery and equipment n.e.c. (NACE code 28), Manufacture of fabricated metal products except machinery and equipment (NACE code 25), Manufacture of other non-metallic mineral products (NACE code 23), Manufacture of food products (NACE code 10), Other manufacturing (NACE code 32), Manufacture of furniture (NACE code 31), and Manufacture of rubber and plastic products (NACE code 22). For each dummy variable, a value of one means that firm belongs to the industry, otherwise the value is zero. 
Finally for our performance analysis, we used a Heckman two-stage style regression to avoid problems coming from the fact that often strategic choices like export channel choice can be endogenous and self-selected (Shaver, 1998). We calculated an inverse Mills ratio that represents an unobserved “self-selection” correction variable and added it as a control variable in our export performance regression models (He et al., 2013; Shaver, 1998). A new Inverse Mills ratio was calculated for each of the three performance models using Probit regression analysis.

Response and Common Method Bias
To investigate potential response bias we examined the differences between the respondents that answered only the first round questionnaire and the respondents that answered both first and second round questionnaires. We checked for R&D intensity (t=-0.936; p=0.350), Number of employees (t=-0.386; p=0.700), International experience (t=1.194; p=0.233), and Number of export markets (t=-0.468; p=0.640) and noted no significant differences. 
We also took several precautions to reduce the likelihood of common methods bias impacting our results (Podsakoff et al., 2003). First, our survey was divided into two rounds minimizing the potential that respondents could make a link between independent and dependent variable responses. Additionally, we used different response formats for the measurement of variables (e.g. Likert scales, direct selection of variables, open-ended questions). We also inverted the scales for some variables in order to avoid the occurrence of response patterns. Finally we used Confirmatory Factor Analysis (CFA) to look at the potential of common methods bias. Our CFA analysis suggests that common method bias is not a problem as the estimated model showed a poor fit to the data (RMSEA index =  0.111; NFI =  0.546; Tucker-Lewis NNFI =  0.510; CFI =  0.575). 

RESULTS
As a first step of our analysis, we looked at the correlations between variables. There is no sign of multi-colinearity. On average, our firms have around 60 employees, over 22 years of international experience, and tended to use both hierarchical (66.8%) and cooperative (33.2%) export channels.
------------------------------------------
Insert Table 1 about here
-----------------------------------------
Export Channel Choice Results
Since our dependent variable, export channel, is a binary variable we used Logit regression analysis to test our hypotheses. Table 1 reports the results of our tests. Model 1 is our base model and incorporated only our control variables, including all the transaction cost variables. Model 1 is significant (p<0.01). The control variables explain about 21 percent of the variance in export channel choice. Number of countries (p<0.05), NACE 32 (p<0.05), and Asset specificity (R&D intensity) (p<0.10) are significantly related to the use of cooperative channels while Nationality (p<0.01), Export channel experience (p<0.01), NACE 22 (p<0.10) and Frequency (p<0.05) are related to the use of hierarchical channels.
In Model 2 we added our primary independent variable: entrepreneurial capabilities (EO). Model 2 is significant (p<0.01) and increased significantly (p<0.05) the explanatory power over Model 1. Model 2 explains about 23 percent of the variance in our dependent variable. In addition, entrepreneurial capabilities are significantly related to export channel (p<0.05); firms with greater capabilities tend to prefer cooperative channels of exporting, as suggested in hypothesis 1. 
Next we examined the interaction between the three measures of institutional distance and firm-specific entrepreneurial capabilities. In Models 3, 4, and 5 (Table 1) we added Regulative distance, Normative distance, and Cognitive distance separately while Model 6 includes all interactions between entrepreneurial capabilities (EO) and the three measures of institutional distance. We found that Model 3 increases significantly the explanatory power over Model 2 (p<0.01) and the interaction variable Regulative Distance/EO is significantly related to export channel (p<0.05). SMEs possessing greater entrepreneurial capabilities have less of a tendency to use cooperative export channels when entering markets with similar or better regulative distance. Model 4 also increases significantly the explanatory power over Model 2 (p<0.10) and the interaction variable Normative Distance/EO is significantly related to export channel (p<0.10). Firms with greater entrepreneurial capabilities have a higher preference for cooperative export channels when entering more normatively distance markets compared to markets where social norms are similar to those of the home country. Model 5 does not increase significantly the explanatory power over Model 2 and the interaction variable Cognitive Distance/EO is not significantly related to export channel. Hence, since the analysis of cognitive distance was not significant, we have only partial support for hypothesis 3. Our final model (Model 6) increases significantly the explanatory power over Model 2 (p<0.01) and explains about 28 percent of the variance in our dependent variable, yet due to colinearity issues the significance of individual items is not the same as in the separate regression models. 

Export Performance Results
We developed three models to test our performance hypothesis (see Table 2). Model 1 in Table 3 is the base model and contains transaction cost and other control variables, the inverse Mills ratio variable (self-selection correction term), and our Fit-controls variable. Fit-controls takes a value of one if the predicted export channel (Model 1 in Table 1) is the one actually used by the firm; otherwise it takes a value of zero. The results show that Model 1 (Table 2) is significant (p<0.01), but that our Fit-controls variable is not significant.
---------------------------------
Insert Table 3 about here
---------------------------------
The second export performance model contains the same control variables, a new inverse Mills ratio variable, and our Fit-EO variable. Fit-EO takes a value of one if the predicted export channel (Model 2 in Table 1) is the one actually used by the firm; otherwise it takes a value of zero. The results indicate that Model 2 (Table 2) is significant (p<0.01), but our Fit-EO variable is not significant.
In Model 3 (Table 2), we included the control variables, a new inverse Mills ratio variable, and the Fit-EO/Institutional Distance variable. Fit-EO/Institutional Distance takes a value of one if the predicted export channel (Model 6 in Table 1) is the one actually used by the firm; otherwise it takes a value of zero. Model 3 (Table 2) is significant (p<0.01) and the variable Fit-EO/Institutional Distance is significantly (and positively) associated with export performance (p<0.05). These results provide support for hypothesis 4; firms that use export channels that align with transaction cost factors as well as the level of entrepreneurial capabilities, contingent on the institutional distance between home and export market, on average generate superior performance.
As a further test of this relation, we looked at the economic impact of export channel alignment. Firms that use export channels predicted by Model 3, Table 2 (control variables + EO/Institutional Distance interaction) have an average performance of 13.93 (SD = 4.021) while firms that do not choose the predicted export channel have an average performance of 12.57 (SD = 4.299). A t-test indicates that these two groups differ significantly (t = -2.286, p = 0.024), again providing support for hypothesis 4.

DISCUSSION, LIMITATIONS, AND CONCLUSION
SMEs tend to use exporting as they expand abroad (OECD, 2008) in an effort to generate additional value for the firm through increased sales and profits (Autio et al., 2000). But these firms face a number of choices about how to structure the export operation and this choice influences export performance (Aulakh & Kotabe, 1997; He et al., 2013). Although past export channel choice research has provided some guidance, based almost exclusively on transaction cost theory (Aulakh & Kotabe, 1997; Klein et al., 1990; Shervani et al., 2007), it has overlooked a number of issues. We suggest that in addition to transaction costs SMEs should consider differences in firm-specific entrepreneurial capabilities (Lee et al., 2001) and external institutions (Kostova & Zaheer, 1999) when making the export channel decision. Doing so, we maintain, leads to better value creation and superior export performance. 
Based on a sample of Dutch and Italian SMEs we find that in addition to TCE factors, EO capabilities play a vital role in the export channel decision. Our results also suggest that the EO capabilities-export channel relation is influenced by the institutional distance between home and export country. Most importantly, our analysis suggests that firms using export channels that align with transaction costs and EO capabilities, contingent on institutional distance, generate superior export performance.   
Thus, we make several important contributions to the existing literature. First, we contribute to research on export value creation which has mainly focused on transaction cost minimization (Aulakh & Kotabe, 1997; Klein et al., 1990; Shervani et al., 2007). While helpful this perspective does not take into account how firm differences in capabilities can lead to improved value creation through exporting (Argyres, 1996; Madhok, 2002). Building on both the RBV and new research that conceptualizes EO as a firm-specific capability (Alvarez & Busenitz, 2001; Brouthers et al., 2014; Lee et al., 2001; Teng, 2007; Wiklund & Shepherd, 2003), we theorize and find that although transaction cost factors are important, an SME also needs to consider the EO capabilities it possesses when making the export channel choice decision in order to garner better export performance. Therefore, we make an important contribution by improving our understanding of how SMEs can produce increased value when exporting. 
Second, we contribute to the international entrepreneurship literature by considering the impact of institutional distance on EO capabilities, export channel choice and performance. Because countries differ with respect to regulative, normative and cognitive institutional factors (Scott, 1995), when firms expand aboard they may encounter very different institutional pressures than what they are use to at home. As a result of these institutional differences capabilities that have value in one institutional context may have a different (or no) value in another context (Priem & Butler, 2001). Expanding on these ideas, we theorize that differences in regulative, normative, and cognitive institutions will influence the value of firm-specific EO capabilities; having an impact on export channel choice and, as a consequence on export performance. Our results provide some support indicating that firms generate greater export value if they consider these institutional differences (at least regulative and normative) when making the export channel choice decision. Hence, we make an important contribution to knowledge by showing that international entrepreneurship research needs to consider how institutional factors impact entrepreneurial activities. 

Limitations
This study suffers from a number of limitations which may provide opportunities for future research. First, since our study is limited to manufacturing SMEs from two European countries the findings might not be generalizable to firms from other countries, to larger firms, or to service industry firms. Future research might wish to explore these issues in other geographical locations, for larger organizations, and to look at other industries in order to determine the generalizability of our ideas.
Second, our study focused only on the most important export market for the firm. Yet many firms export to multiple markets. In such a case, SMEs will need to carefully allocate scarce resources; which could result in different channel choices in these other export operations. Future research may wish to explore whether our theory applies to these other markets by collecting data on multiple export markets for each firm. 
Third, our data were based on the responses from only one person in each firm. Although we looked for the most experienced and knowledgeable person regarding the export operations of the firm and we split the data collection at two different times, the use of multiple respondents may help assure that the data collected does not suffer from common methods or other biases. Identifying sources of secondary data (as we did for the institutional measures) also help reduce any chance of bias affecting results.
Finally, we collected cross-sectional data, which is an appropriate method to analyze what is happening at a certain moment in time. However, there might be dynamic interactions between the development of EO capabilities, export channel selection, and performance. EO capabilities may only provide an advantage to the firm early in the export operation; over time firms with low EO might adjust to the export market and reduce or eliminate any EO capabilities disadvantage they initially possessed. Hence, future research could employ longitudinal data and explore the relation between EO capabilities, export channel choice, and export performance over time.

Conclusion
Despite these limitations, our study helps advance knowledge concerning value creation in SME exporting.  By adding a RBV perspective to existing transaction costs research, we develop new theory to explain how the level of entrepreneurial capabilities a firm possesses impacts the export channel decision and consequently export performance. Building on insights from institutional theory, we also develop a unique perspective to explain how institutional differences influence the value a firm can generate from its EO capabilities when expanding abroad and how this interaction influences export channel choice and export performance. Accordingly, our study makes several contributes; suggesting that export performance is a function not only of transaction cost factors but also the EO capabilities of the firm and the institutional distance of the export market. Hence, our paper helps advance our understanding of international entrepreneurship and exporting by developing and testing new theory that explains value creation as firms internationalize. 
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TABLE 1
LOGISTIC REGRESSION OF EXPORT CHANNEL CHOICE
	

	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6

	Control variables
	
	
	
	
	
	

	Nationality

	-.93***
(.36)
	-1.18***
(.38)
	-1.46***
(.42)
	-1.44***
(.42)
	-1.40***
(.41)
	-1.42***
(.42)

	Firm size

	.00
(.00)
	.00
(.00)
	.00
(.00)
	.00
(.00)
	.00
(.00)
	.00
(.00)

	International experience

	.01
(.01)
	.01
(.01)
	.01
(.01)
	.01
(.01)
	.01
(.01)
	.01
(.01)

	Export channel experience

	-.02***
(.01)
	-.02**
(.01)
	-.02**
(.01)
	-.02**
(.01)
	-.01**
(.01)
	-.01*
(-.01)

	Number of countries

	.38**
(.19)
	.30
(.20)
	.23
(.20)
	.25
(.20)
	.27
(.20)
	.21
(.20)

	NACE 28

	.22
(.41)
	.30
(.41)
	.34
(.43)
	.33
(.42)
	.34
(.42)
	.40
(.43)

	NACE 25

	-.36
(.42)
	-.35
(.435)
	-.34
(.43)
	-.37
(43)
	-.41
(.43)
	-.37
(.44)

	NACE 23

	-.32
(.61)
	-.05
(063)
	.09
(.66)
	.13
(.67)
	.17
(.67)
	.31
(.68)

	NACE 10

	-1.03
(.64)
	-.95
(.64)
	-.87
(.66)
	-.92
(.66)
	-.98
(.66)
	-.85
(.66)

	NACE 32

	1.53**
(.67)
	1.56**
(.67)
	1.71**
(.69)
	1.68**
(.69)
	1.70**
(.68)
	1.67**
(.69)

	NACE 31

	.57
(.69)
	.63
(.70)
	.82
(.71)
	.82
(.72)
	.73
(.72)
	.92
(.73)

	NACE 22

	-1.50*
(.84)
	-1.53*
(.84)
	-1.54*
(.87)
	-1.70*
(.88)
	-1.69*
(.87)
	-1.71*
(.90)

	Asset specificity (R&D)

	.02*
(.01)
	.02
(.01)
	.02
(.01)
	.02
(.01)
	.02
(.01)
	.02
(.01)

	Internal uncertainty

	-.12
(.09)
	-.14
(.09)
	-.13
(.09)
	-.15
(.09)
	-.16*
(.09)
	-.15
(.09)

	External uncertainty

	.05
(.03)
	.06*
(.04)
	.05
(.04)
	.06*
(.04)
	.06*
(0.4)
	.06
(.04)

	Frequency

	-.02**
(.01)
	-.02***
(.01)
	-.02**
(.01)
	-.02**
(.01)
	-.02**
(.01)
	-.02**
(.01)

	Predictor variables
	
	
	
	
	
	

	Enterpreneurial Capabilities (EO)

	
	.31**
(.16)
	.31*
(.16)
	.35**
(.16)
	.45**
(.23)
	.58**
(.24)

	Regulative distance

	
	
	.02
(.30)
	.02
(.03)
	.01
(.03)
	.02
(.03)

	Normative Distance

	
	
	-.16
(.17)
	-.19
(.19)
	-.12
(.16)
	-.20
(.19)

	Cultural distance

	
	
	.28
(.18)
	.31*
(.18)
	.31*
(.18)
	.32*
(.18)

	
	
	
	
	
	
	

	Interactions
	
	
	
	
	
	

	Regulative Distance * EO

	
	
	-.05**
(.03)
	
	
	-.06*
(.03)

	Normative Distance * EO

	
	
	
	.33*
(.20)
	
	.13
(.22)

	Cultural Distance * EO

	
	
	
	
	-.10
(.12)
	-.21
(.13)

	Constant

	.16
(.93)
	-.47
(1.00)
	-.30
(1.03)
	-.59
(1.01)
	-.98
(1.20)
	-1.39
(1.24)

	Chi square
	44.27***
	48.33***
	56.49***
	55.16***
	52.81***
	59.67***

	Chi square change from Model 1
	
	4.07**
	
	
	
	

	Chi square change from Model 2
	
	
	8.16***
	6.83*
	4.47
	11.34***

	Nagelkerke R2
	.21
	.23
	.27
	.26
	.25
	.28

	Note: * p<0.1, ** p<0.05, *** p<0.01 Standard errors in parenthesis, Cooperative export channel=1



TABLE 2
REGRESSION ANALYSIS OF EXPORT PERFORMANCE
	VARIABLES
	Model 1
	Model 2
	Model 3

	Control variables
	
	
	

	Nationality
	2.02***
	2.08***
	2.05***

	
	(0.75)
	(0.73)
	(0.68)

	Firm size
	0.00
	0.00
	0.00

	
	(0.00)
	(0.00)
	(0.00)

	International experience
	0.01
	0.01
	0.01

	
	(0.01)
	(0.01)
	(0.01)

	NACE 28
	-0.10
	-0.18
	-0.03

	
	(0.70)
	(0.70)
	(0.67)

	NACE 25
	0.57
	0.63
	0.64

	
	(0.75)
	(0.74)
	(0.71)

	NACE 23
	-1.78
	-1.74
	-1.68

	
	(1.23)
	(1.21)
	(1.21)

	NACE 10
	0.39
	0.49
	0.48

	
	(1.01)
	(0.96)
	(0.92)

	NACE 32
	-2.51
	-2.54*
	-2.81**

	
	(1.56)
	(1.48)
	(1.30)

	NACE 31
	-0.27
	-0.43
	-0.43

	
	(1.65)
	(1.58)
	(1.56)

	NACE 22
	0.73
	0.84
	0.77

	
	(1.36)
	(1.27)
	(1.21)

	Asset specificity (R&D)
	0.02
	0.02
	0.01

	
	(0.02)
	(0.02)
	(0.02)

	External uncertainty
	-0.23***
	-0.23***
	-0.23***

	
	(0.06)
	(0.06)
	(0.06)

	Frequency
	0.03**
	0.03**
	0.03***

	
	(0.01)
	(0.01)
	(0.01)

	Inverse Mills ratio
	-4.30
	-4.84
	-5.69

	
	(5.63)
	(4.76)
	(3.58)

	Predicted fit
	
	
	

	Fit-controls
	0.62
	
	

	
	(0.57)
	
	

	Fit-EO
	
	0.21
	

	
	
	(0.58)
	

	Fit-EO/Institutional distance
	
	
	1.18**

	
	
	
	(0.58)

	Constant
	14.32***
	14.85***
	14.72***

	
	(3.15)
	(2.70)
	(2.17)

	
	
	
	

	Observations
	264
	264
	264

	
	
	
	

	F
	4.49***
	4.43***
	4.81***

	
	
	
	

	R2
	0.17
	0.17
	0.19

	
	
	
	


Note: * p<0.1, ** p<0.05, *** p<0.01 Standard errors in parentheses

