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Abstract

This article provides an empirical analysis
of the impact of entrepreneurship on the
competitiveness of Tunisian companies, focusing
on innovation across various sectors. Based on
surveys conducted with 200 Tunisian SMEs and
recent macroeconomic data, the study assesses
the innovative strategies implemented by these
companies and their influence on national and
international competitiveness. Key findings
reveal that 50% of the surveyed companies link
their competitiveness to innovation, particularly
in the ICT and agri-food sectors. Despite
facing challenges such as limited financing and
administrative burdens, innovative enterprises
see a 20% market share increase. The article
discusses the effects of national initiatives,
including the Startup Act, and highlights the need
for greater collaboration between the private
sector, universities, and research centers to
foster innovation and enhance competitiveness in
Tunisia.

Introduction

Entrepreneurship has emerged as a critical driver of
economic development, job creation, and competitive
advantage in the global economy [1, 2]. The relation-
ship between entrepreneurial activity, innovation, and
firm competitiveness has been extensively document-
ed in developed economies, yet remains understudied
in emerging markets such as Tunisia. Following the
2011 revolution, Tunisia has undertaken significant
reforms to stimulate entrepreneurial activity and inno-
vation, most notably through the Startup Act of 2018,
which aims to transform the country into a regional
hub for innovation and technology.

The contemporary business environment is charac-
terized by rapid technological change, globalization,
and intensified competition, compelling firms to con-
tinuously innovate to maintain their competitive posi-
tion [1]. Entrepreneurship, defined as the process of
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discovering, evaluating, and exploiting opportunities
[3], plays a fundamental role in driving innovation and
enhancing firm competitiveness. As Moroz and Hindle
note, entrepreneurship should be understood as a dy-
namic process that harmonizes multiple perspectives,
from individual self-efficacy to organizational capabili-
ties and market opportunities.

In the Tunisian context, entrepreneurship faces unique
challenges including limited access to financing, bu-
reaucratic barriers, and insufficient linkages between
academic research and commercial application. De-
spite these constraints, Tunisian entrepreneurs have
demonstrated resilience and creativity, particularly in
sectors such as information and communication tech-
nology (ICT) and agri-food processing. Understand-
ing how entrepreneurship influences competitiveness
through innovation strategies is essential for policy-
makers and business leaders seeking to strengthen
Tunisia’s economic position in regional and global
markets.

This study addresses a significant gap in the literature
by examining the empirical relationship between en-
trepreneurship, innovation strategies, and firm com-

J Glob Entrep Manage 2025; Vol. 3(2)

Page - 1



Mohamed F

petitiveness within the Tunisian business ecosystem.
Drawing on survey data from 200 small and medi-
um-sized enterprises (SMEs) across multiple sectors,
we investigate how entrepreneurial self-efficacy, inno-
vation capabilities, and strategic choices affect com-
petitive outcomes. Our findings contribute to both the-
oretical understanding and practical policy formulation
for emerging market contexts.

Literature Review

Entrepreneurship and Economic Develop-
ment

Entrepreneurship has long been recognized as a
catalyst for economic growth and job creation. Mal-
chow-Mgller [2] demonstrate that entrepreneurial
ventures contribute significantly to employment gen-
eration and wage growth, particularly in dynamic sec-
tors characterized by innovation and technological
advancement. Their longitudinal analysis reveals that
new entrepreneurial firms create substantial employ-
ment opportunities, with spillover effects extending
beyond direct job creation to include wage improve-
ments across the broader labor market. The entre-
preneurial process involves identifying opportunities,
mobilizing resources, and creating value in conditions
of uncertainty, as originally conceptualized by Knight
[3] in his seminal work on risk and profit.

The effectiveness of entrepreneurship in driving eco-
nomic outcomes depends substantially on individual
characteristics and contextual factors [1]. McGee [4]
emphasize the importance of entrepreneurial self-ef-
ficacy, defined as an individual's belief in their capa-
bility to successfully perform entrepreneurial tasks.
Their refined measurement framework demonstrates
that self-efficacy encompasses multiple dimensions
including opportunity identification, relationship de-
velopment, managerial competencies, and tolerance
for uncertainty. Research by Gelaidan and Abdullateef
[5], as well as Nowinski [6], confirms that self-confi-
dence, educational support, and relational networks
significantly influence entrepreneurial intentions and
subsequent venture performance, particularly among
university students and early-stage entrepreneurs.

Innovation Strategies and Firm Performance
Innovation represents a fundamental mechanism

through which firms achieve and sustain competitive
advantage [1]. The systematic literature review by
Agazu and Kero [7] reveals that innovation strategies
directly influence firm competitiveness across diverse
industrial contexts. Their comprehensive analysis
synthesizes evidence from multiple empirical studies
demonstrating positive relationships between innova-
tion activities and performance outcomes including
market share growth, profitability, and sustainable
competitive positioning. The review identifies innova-
tion strategy as a critical determinant of competitive
success, with firms that systematically pursue inno-
vation achieving superior performance compared to
those relying primarily on cost-based or imitative strat-
egies.

Different types of innovation strategies yield varying
effects on firm performance. Research by Tavassoli
and Karlsson [8] distinguishes between simple inno-
vation strategies focusing on single innovation types
and complex strategies combining multiple innovation
dimensions including product, process, marketing,
and organizational innovations. Their findings suggest
that firms pursuing complex innovation strategies of-
ten achieve superior performance outcomes, though
success depends on organizational capabilities and
environmental conditions. This complexity perspective
aligns with Franco’s [1] emphasis on the multifaceted
nature of innovation-driven competitiveness in con-
temporary business environments.

The manufacturing sector provides particularly clear
evidence of innovation’s competitive impact. Studies
by Bayraktar [9-11] demonstrate that firms implement-
ing systematic innovation strategies in manufacturing
contexts achieve significant improvements in business
performance, including enhanced productivity, quality
improvements, and market expansion. Riyadi and Su-
mardi [12] specifically examine manufacturing firms in
developing economy environments, finding that inno-
vation strategy significantly enhances business com-
petitiveness even under resource constraints typical
of emerging markets.

Types of Innovation and Competitive Advan-
tage

Innovation manifests in multiple forms, each contrib-
uting differently to competitive advantage [7]. Product
innovation involves introducing new or significantly im-
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proved goods or services, while process innovation fo-
cuses on implementing new or improved production or
delivery methods. Marketing innovation encompasses
novel approaches to product design, packaging, pro-
motion, and pricing, as examined by Ungerman [13] in
their study of marketing innovation’s impact on enter-
prise competitiveness in Industry 4.0 contexts.
Organizational innovation, though less visible than
product innovation, plays a crucial role in competitive
positioning. Salfore [14] demonstrate that business
model innovation significantly affects firm performance
among manufacturing SMEs, enabling companies to
create and capture value through novel configura-
tions of resources, processes, and partnerships. This
finding aligns with research by Srisathan [15] show-
ing that open innovation strategies facilitate collabo-
ration-based business model innovation, particularly
among multigenerational entrepreneurs.

The relationship between innovation and competitive
advantage is mediated by various organizational ca-
pabilities. Ferreira [16] identify dynamic capabilities as
critical mediators, with organizational learning capa-
bility moderating the relationship between innovation
and firm performance. Similarly, Wongsansukcharoen
and Thaweepaiboonwong [17] find that innovations in
human resource practices enhance innovation capa-
bilities, which in turn strengthen competitive advan-
tage among Thai SMEs. These findings underscore
that innovation’s competitive impact depends not only
on technological advancement but also on comple-
mentary organizational capabilities.

Absorptive Capacity and Innovation

A firm’s ability to recognize, assimilate, and apply ex-
ternal knowledge, termed absorptive capacity, funda-
mentally influences innovation outcomes [7]. Algarni
[18] differentiate between potential absorptive capaci-
ty (the ability to acquire and assimilate external knowl-
edge) and realized absorptive capacity (the ability
to transform and exploit knowledge). Their research
reveals that these two dimensions have differential
effects on imitation versus innovation strategies, with
realized absorptive capacity more strongly predicting
sustained competitive advantage through genuine in-
novation rather than mere imitation.

The Chilean context studied by Carrasco-Carvajal [19]
demonstrates that absorptive capacity works syner-
gistically with innovation strategy and open innovation

practices to enhance SME performance. Firms with
stronger absorptive capacity better leverage external
knowledge sources including universities, research
institutions, and industry partners, translating collab-
orative relationships into tangible competitive advan-
tages. This finding is particularly relevant for emerging
markets where firms often must compensate for limit-
ed internal R&D resources through effective external
knowledge acquisition.

Environmental Turbulence and Innovation
The external environment significantly shapes innova-
tion strategy effectiveness [1]. Celtekligil and Adigu-
zel [20] analyze how technological turbulence moder-
ates the relationship between innovation strategy and
competitive capabilities, finding that firms operating
in highly turbulent environments derive greater com-
petitive benefits from proactive innovation strategies.
Similarly, Cheah [21] demonstrate that industry turbu-
lence influences how opportunity discovery translates
into innovation outcomes, with different effects ob-
served between do-it-yourself laboratories and public
research institutes.

Competition intensity represents another critical en-
vironmental factor. Huang’s [22] examination of Chi-
nese manufacturing firms reveals complex relation-
ships between competition, innovation efficiency, and
firm performance. Moderate competition stimulates
innovation and performance improvements, while ex-
cessive competition may reduce innovation efficiency
as firms struggle to appropriate returns from innova-
tion investments. This inverted U-shaped relationship
suggests that optimal competitive intensity exists for
maximizing innovation’s performance benéefits.

Open Innovation and Collaborative Strate-
gies

The open innovation paradigm, which emphasizes
leveraging external knowledge sources and collabo-
rative partnerships, has gained prominence as firms
recognize limitations of closed internal R&D models
[1, 7]. Bigliardi [23] find that open innovation positively
influences firm performance across multiple dimen-
sions, enabling companies to access complementa-
ry capabilities, share innovation risks, and accelerate
time-to-market for new products and services.

Social capital plays a crucial role in facilitating open
innovation benefits. Cappiello [24] demonstrate that
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networked firms with stronger social capital achieve
superior innovation outcomes and enhanced compet-
itiveness. Social capital facilitates knowledge transfer,
reduces transaction costs in collaborative arrange-
ments, and enables firms to access resources and ca-
pabilities beyond their organizational boundaries. This
is particularly important for SMEs that must leverage
external networks to compensate for limited internal
resources.

Sustainability and Green Innovation
Sustainability-oriented innovation has emerged as
both a competitive necessity and opportunity in con-
temporary business environments [1]. Hermundsdottir
and Aspelund’s [25] comprehensive review reveals
that sustainability innovations can enhance firm com-
petitiveness through multiple mechanisms including
cost reduction, differentiation, reputation enhance-
ment, and regulatory compliance. Borowski’'s [26]
study of companies using bamboo illustrates how in-
novation strategies built around sustainable materials
can create competitive advantage in environmentally
conscious markets.

Green innovation extends beyond environmental com-
pliance to encompass strategic repositioning around
sustainability principles. Sana’s [27] research on price
competition between green and non-green products
demonstrates that corporate social responsibility
commitments integrated with innovation strategies
can enhance competitive positioning, particularly as
consumer preferences shift toward environmentally
responsible offerings. The integration of greenhouse
gas cost considerations into production and pricing
decisions, as examined in Sana’s [28] subsequent
work, further illustrates how environmental factors are
becoming central to innovation strategy formulation.

Innovation Strategy in SMEs

Small and medium-sized enterprises face distinct
challenges and opportunities in innovation strategy
implementation [7]. Kiveu [29] examine Kenyan man-
ufacturing SMEs, finding that innovation significant-
ly affects firm competitiveness but that SMEs must
carefully manage resource allocation given their lim-
ited financial and human capital. Lestari [30] identify
specific antecedents and consequences of innovation
and business strategy for SME performance and com-
petitive advantage, emphasizing that successful inno-

vation in SMEs requires alignment between strategy,
organizational culture, and resource availability.

The impact of innovation on SME competitiveness ex-
tends across multiple performance dimensions. Nimfa
[31] demonstrate that innovation-driven competitive
advantage enhances product quality, contributing to
sustainable growth among SMEs. Vijayakumar and
Chandrasekar [32] find that commercial capabilities
moderate the relationship between innovative capa-
bility and firm performance in manufacturing micro,
small, and medium enterprises, suggesting that inno-
vation must be complemented by market-facing capa-
bilities to translate technical advances into competi-
tive success.

Innovation and Competitiveness in Develop-
ing Economies

Developing economy contexts present unique chal-
lenges for innovation and competitiveness [1]. Farida
and Setiawan [33] examine the role of performance
and innovation in enabling business strategies to cre-
ate competitive advantage, finding that innovation
serves as a critical mediator in resource-constrained
environments. Tali [34] empirical analysis reveals that
innovation-based competitive advantage significantly
impacts product quality and sustainable growth among
SMEs in emerging markets, despite infrastructure and
institutional limitations.

The relationship between innovation and competitive-
ness in developing economies is influenced by institu-
tional factors. lkpe’s [35] study of Nigerian firms and
Edson and Muranda’s [41] examination of Zimbabwe-
an textile and clothing firms demonstrate that compet-
itive strategies and innovation jointly determine firm
performance, with institutional support structures and
policy frameworks significantly moderating these re-
lationships. Thi [42] emphasize that young firms in
emerging markets can achieve sustainable competi-
tive advantage through effective strategy implemen-
tation that prioritizes innovation despite resource con-
straints.

Sector-Specific Innovation Dynamics

Innovation strategies and their competitive effects
vary significantly across industrial sectors [7]. Fong-
suwan [43] examine the mold and die sector in Thai-
land’s automotive industry, demonstrating how cluster
development and R&D collaboration affect competi-
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tive advantage in specialized manufacturing contexts.
The sector-specific nature of innovation is further illus-
trated by research on financial services, where Mui-
gai and Gitau [44] find that innovation strategies sig-
nificantly influence financial performance in Kenya’s
banking industry through mechanisms distinct from
manufacturing sectors.

Technology-intensive sectors demonstrate particularly
strong innovation-competitiveness linkages. Gao [36]
examine innovation strategies among private firms,
finding that firms in high-technology industries derive
greater competitive benefits from innovation invest-
ments compared to traditional sectors. However, Sri-
vastava [37] emphasize that innovation competence
influences firm-level competitiveness across diverse
sectors, suggesting that while sector context matters,
the fundamental relationship between innovation ca-
pability and competitive advantage transcends indus-
try boundaries.

Strategic Orientation and Innovation

Strategic orientation fundamentally shapes how firms
approach innovation and compete in their markets
[1]. Yaskun [38] demonstrate that market orientation
and entrepreneurial orientation jointly influence inno-
vation effectiveness and business performance. Mar-
ket-oriented firms develop innovations closely aligned
with customer needs and market opportunities, while
entrepreneurially oriented firms pursue more radical
innovations and proactive competitive strategies. The
integration of these orientations enables firms to bal-
ance exploitation of existing capabilities with explora-
tion of new opportunities.

The complexity of innovation strategies reflects varying
strategic choices firms make regarding innovation in-
vestment, risk tolerance, and competitive positioning.
Jovv-Llopis and Segarra-Blasco [39] examine Span-
ish firms to understand the diverse roles innovation
strategies play, finding that firms adopt heterogeneous
approaches based on their competitive environments,
resource endowments, and strategic objectives. This
strategic diversity suggests that no single innovation
strategy universally dominates, but rather that optimal
approaches depend on firm-specific factors and envi-
ronmental conditions.

Research Methodology

Research Design

This study employs a quantitative research design
utilizing primary survey data collected from Tunisian
SMEs across multiple sectors. The research investi-
gates relationships between entrepreneurship, inno-
vation strategies, and firm competitiveness through
empirical analysis of cross-sectional data. This meth-
odological approach, consistent with frameworks
employed by Franco [1, 7], enables systematic ex-
amination of how entrepreneurial characteristics and
innovation activities influence competitive outcomes
in the Tunisian business environment.

Sample and Data Collection

The research sample comprises 200 small and me-
dium-sized enterprises operating in Tunisia across
diverse sectors including information and communi-
cation technology, agri-food processing, manufactur-
ing, textiles, tourism, and professional services. Firms
were selected using stratified random sampling to
ensure representation across sectors, firm sizes, and
geographic regions. Data collection occurred between
January and June 2024 through structured surveys
administered to senior managers and business own-
ers responsible for strategic decision-making within
their organizations.

Variables and Measures

The study examines three primary constructs: en-
trepreneurship characteristics, innovation strategies,
and firm competitiveness. Entrepreneurship is mea-
sured through indicators including entrepreneurial
self-efficacy [4], risk tolerance [3], opportunity recog-
nition capability [40], and resource mobilization effec-
tiveness. Innovation strategy is assessed across four
dimensions: product innovation, process innovation,
marketing innovation, and organizational innovation,
following the framework established by Agazu and
Kero [7]. Firm competitiveness is evaluated using both
subjective measures (perceived competitive position
relative to rivals) and objective indicators including
market share changes, profitability trends, and growth
rates.

Analytical Approach

Data analysis employs descriptive statistics to charac-
terize the sample and innovation patterns, correlation
analysis to examine bivariate relationships between
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variables, and regression analysis to assess the im-
pact of entrepreneurship and innovation on compet-
itiveness while controlling for firm size, sector, and
age. Additional analyses examine sector-specific pat-
terns and the moderating effects of external factors
including access to financing and institutional support
mechanisms.

Empirical Findings

Entrepreneurial Characteristics of Tunisian
SMEs

The survey reveals that Tunisian entrepreneurs
demonstrate moderate to high levels of entrepreneur-
ial self-efficacy, with 65% of respondents expressing
confidence in their ability to identify and exploit busi-
ness opportunities. This finding aligns with McGee [4]
framework, which emphasizes the multidimensional
nature of entrepreneurial self-efficacy. However, sig-
nificant variation exists across sectors, with ICT en-
trepreneurs reporting substantially higher self-efficacy
compared to traditional sectors such as textiles and
tourism. Educational background strongly correlates
with entrepreneurial confidence, with university-edu-
cated entrepreneurs showing 30% higher self-efficacy
scores compared to those with secondary education
or less, supporting the findings of Nowinski [6] regard-
ing the impact of education on entrepreneurial capa-
bilities.

Risk tolerance among Tunisian entrepreneurs reflects
cautious optimism characteristic of emerging market
contexts. While 58% of respondents indicate willing-
ness to pursue innovative opportunities despite un-
certainty, concerns about financial risk and market
volatility remain pronounced. Access to family and
social networks plays a crucial role in risk mitigation,
with 72% of entrepreneurs relying on personal rela-
tionships for business advice and informal financing,
consistent with research by Gelaidan and Abdullateef
[5] on the importance of relational support in entrepre-
neurial activity.

Innovation Strategies Implementation

Analysis of innovation strategy adoption reveals het-
erogeneous patterns across Tunisian SMEs. Product
innovation represents the most common innovation
type, implemented by 62% of surveyed firms, followed
by process innovation at 48%, marketing innovation

at 45%, and organizational innovation at 38%. These
findings align with Tavassoli and Karlsson'’s [8] obser-
vation that firms often pursue simple innovation strat-
egies focusing on one or two innovation types rather
than complex strategies integrating multiple innova-
tion dimensions, as recommended by Franco [1] for
achieving sustainable competitive advantage.
Sector-specific innovation patterns emerge clearly
from the data. ICT firms demonstrate the highest inno-
vation intensity, with 85% reporting product innovation
activities and 68% implementing process innovations.
Agri-food enterprises focus primarily on process inno-
vations related to food safety, quality control, and sup-
ply chain efficiency, with 71% reporting such activities.
Traditional manufacturing and textile firms show lower
innovation rates, with only 42% implementing product
innovations, suggesting sector-specific constraints on
innovation capacity consistent with findings by Agazu
and Kero [7].

The resource intensity of innovation activities rep-
resents a significant barrier for many firms. Among
non-innovative firms, 67% cite limited financial re-
sources as the primary constraint on innovation in-
vestment, while 54% identify lack of skilled techni-
cal personnel as a critical limitation. These findings
underscore the resource challenges facing SMEs in
emerging markets, where innovation must often be
pursued with constrained budgets and limited access
to specialized expertise [2].

Innovation and Competitive Outcomes

The empirical analysis demonstrates strong posi-
tive relationships between innovation activities and
competitive performance, confirming the theoretical
framework established by Franco [1]. Firms imple-
menting systematic innovation strategies report av-
erage market share increases of 20% over the three
years preceding the survey, compared to 8% growth
among non-innovative firms. This finding provides ro-
bust support for the innovation-competitiveness link-
age documented by Agazu and Kero [7] in their sys-
tematic literature review across diverse contexts.
Profitability effects of innovation show similar patterns.
Innovative firms report average profit margin improve-
ments of 15% over the analysis period, significant-
ly exceeding the 6% average improvement among
non-innovative competitors. These performance ad-
vantages persist after controlling for firm size, sector,
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and age, indicating that innovation contributes to com-
petitive advantage independent of structural firm char-
acteristics. The findings align with research by Farida
and Setiawan [33] demonstrating that innovation me-
diates the relationship between business strategies
and competitive advantage.

Importantly, the competitive benefits of innovation ex-
tend beyond financial metrics to encompass strategic
positioning. Innovative firms report stronger custom-
er loyalty, enhanced brand reputation, and improved
supplier relationships compared to non-innovative
competitors. Fully 78% of innovative firms indicate
that innovation activities strengthened their market
position, while only 32% of non-innovative firms report
similar competitive improvements. This suggests that
innovation creates multiple pathways to competitive
advantage, consistent with the multidimensional com-
petitiveness framework emphasized by [25].

Sector-Specific Innovation Effects

The relationship between innovation and competitive-
ness varies significantly across sectors, as anticipat-
ed by Agazu and Kero’s [7] sector-specific analysis.
ICT firms demonstrate the strongest innovation-per-
formance linkage, with innovation activities explaining
approximately 45% of variance in competitive perfor-
mance measures. This sector’s high innovation inten-
sity and rapid technological change create environ-
ments where innovation capabilities directly translate
into competitive advantages, supporting findings by
Gao [36] regarding technology-intensive industries.
Agri-food enterprises show moderate but significant in-
novation effects, with process innovations particularly
influential on competitive outcomes. Firms implement-
ing quality management systems, food safety proto-
cols, and supply chain innovations report substantial
competitive advantages including access to premium
markets and enhanced customer trust. These findings
suggest that even in traditional sectors, targeted in-
novation strategies can yield meaningful competitive
benefits, consistent with research by [30] on innova-
tion in diverse industry contexts.

Traditional manufacturing and textile sectors present
more complex patterns. While innovation contributes
positively to competitiveness, the magnitude of effects
is smaller compared to ICT and agri-food sectors.
This reflects both lower innovation intensity and highly
competitive market conditions where innovation ad-

vantages may be quickly imitated by competitors [22].
These sector dynamics underscore the importance of
continuous innovation and the challenges of sustain-
ing competitive advantage through innovation alone,
particularly in mature industries with intense compe-
tition.

Absorptive Capacity and External Knowledge
The study reveals significant variation in absorptive
capacity among Tunisian SMEs, with important im-
plications for innovation effectiveness. Firms with
higher absorptive capacity, measured through indi-
cators including employee education levels, training
investments, and external collaboration activities,
demonstrate substantially greater ability to translate
innovation investments into competitive advantages.
Specifically, high absorptive capacity firms achieve
28% greater market share growth from innovation
compared to low absorptive capacity firms with similar
innovation expenditures, confirming Algarni [18] find-
ings on the differential effects of absorptive capacity
dimensions.

Collaboration with universities and research centers
remains limited but shows promising results where
implemented. Only 23% of surveyed firms report
active collaboration with academic institutions, but
these firms demonstrate 35% higher innovation suc-
cess rates compared to firms relying solely on internal
development. This finding highlights substantial un-
tapped potential for enhancing innovation outcomes
through stronger university-industry linkages, consis-
tent with Carrasco-Carvajal [19] emphasis on absorp-
tive capacity and open innovation in SME contexts,
and Franco’s [1] call for enhanced collaborative inno-
vation ecosystems.

Financing and Resource Constraints

Access to innovation financing emerges as a critical
determinant of innovation capacity and competitive
outcomes. Firms with adequate innovation financing
report 42% higher innovation implementation rates
compared to resource-constrained competitors. Tra-
ditional bank financing remains the primary funding
source for 68% of innovative firms, though many en-
trepreneurs report difficulty accessing credit for inno-
vation projects perceived as risky by financial institu-
tions. Government support programs reach only 18%
of surveyed firms, indicating significant room for ex-
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panding institutional support mechanisms.

The Startup Act of 2018 shows positive but limited
impact on the surveyed firms. Among eligible start-
ups, 34% report benefiting from Startup Act provi-
sions including tax incentives, streamlined registra-
tion procedures, and innovation grants. Beneficiary
firms demonstrate significantly higher innovation rates
and growth trajectories compared to non-beneficia-
ries, with average annual growth rates of 35% versus
18% for non-beneficiaries. However, awareness and
uptake of Startup Act benefits remain constrained by
administrative complexity and limited outreach, partic-
ularly outside major urban centers.

Human Capital and Innovation Capability
Human capital quality strongly influences innova-
tion capability and competitive outcomes, supporting
the theoretical perspectives advanced by Franco [1]
and empirical findings by Wongsansukcharoen and
Thaweepaiboonwong [17]. Firms with higher propor-
tions of university-educated employees demonstrate
31% greater innovation intensity compared to firms
relying primarily on secondary-educated workers.
Technical expertise proves particularly critical, with
firms employing engineers, scientists, or specialized
technical personnel showing substantially higher inno-
vation success rates. These findings underscore the
importance of education and skills development for
strengthening innovation capacity.

Training and skills development investments correlate
positively with innovation outcomes, though training
participation rates remain modest. Only 38% of sur-
veyed firms report providing systematic employee
training, while 62% rely primarily on informal on-the-
job learning. Firms investing in training report 24%
higher innovation implementation rates, suggesting
significant returns to human capital development that
remain underexploited by many Tunisian SMEs.

Institutional Environment and Policy Support
The institutional environment significantly shapes in-
novation capacity and competitive dynamics. Entre-
preneurs identify bureaucratic complexity as a major
constraint, with 71% reporting that administrative pro-
cedures impede business development and innova-
tion activities. Regulatory uncertainty and inconsistent
policy implementation further constrain innovation,
particularly for firms seeking to commercialize novel

products or services requiring regulatory approval.
Despite challenges, recent policy initiatives show
promise for strengthening the innovation ecosystem.
Beyond the Startup Act, initiatives including innovation
grants, technology incubators, and export promotion
programs contribute to building innovation capacity,
though their reach and effectiveness vary. Firms lo-
cated in innovation hubs and technology parks report
40% higher innovation rates compared to geographi-
cally isolated firms, highlighting the importance of in-
frastructure and agglomeration effects for innovation
success [24].

Discussion

Entrepreneurship-Innovation-Competitiveness
Nexus

The empirical findings confirm strong linkages be-
tween entrepreneurship, innovation, and firm com-
petitiveness in the Tunisian context, consistent with
theoretical frameworks established by Franco [1] and
international evidence synthesized by Agazu and Kero
[7]. Entrepreneurial characteristics including self-ef-
ficacy [4], opportunity recognition [40] and resource
mobilization capability enable firms to pursue innova-
tion strategies that strengthen competitive positioning.
However, the relationship is complex and mediated
by factors including absorptive capacity [18], human
capital quality, and access to financial and institutional
resources.

The finding that 50% of surveyed firms explicitly link
their competitiveness to innovation underscores
growing recognition among Tunisian entrepreneurs
of innovation’s strategic importance. This represents
significant progress compared to historical patterns
where price competition dominated strategic thinking
in Tunisian business environments. The shift toward
innovation-based competition reflects both increasing
competitive pressures and growing awareness of in-
novation’s potential, driven partly by policy initiatives
and partly by exposure to global markets and interna-
tional best practices [1].

Sectoral Heterogeneity in Innovation Effects

The substantial variation in innovation patterns and ef-
fects across sectors highlights the importance of sec-
tor-specific approaches to innovation policy and strat-
egy, as emphasized by Agazu and Kero [7]. ICT sector
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success demonstrates that Tunisian firms can achieve
international competitiveness through innovation in
knowledge-intensive industries, providing a model for
other emerging sectors. The sector’s high innovation
intensity reflects both technological opportunities and
favorable market conditions including growing digital
adoption and government support for digital transfor-
mation.

Traditional sectors including textiles and manufactur-
ing face greater challenges in leveraging innovation
for competitive advantage, reflecting both lower tech-
nological intensity and intense international compe-
tition from low-cost producers [41]. However, exam-
ples of successful innovation in these sectors suggest
pathways forward through quality upgrading, niche
market positioning, and sustainable production prac-
tices. The agri-food sector’s success with process in-
novations demonstrates that even traditional sectors
can enhance competitiveness through targeted inno-
vation strategies addressing specific market opportu-
nities and regulatory requirements.

Resource Constraints and Innovation Barri-
ers

The prominence of financing constraints as barriers
to innovation reflects broader challenges in Tunisia’s
financial system, where risk-averse lending practic-
es limit credit availability for innovative ventures [2].
The limited reach of government support programs,
accessed by only 18% of surveyed firms, indicates
significant gaps in the innovation support infrastruc-
ture. Expanding access to patient capital, innovation
grants, and risk-sharing mechanisms represents a
critical priority for strengthening innovation capacity
across the business ecosystem, as recommended by
Franco [1] for emerging market contexts.

Human capital constraints similarly limit innovation
potential, particularly in technical domains requiring
specialized expertise. While Tunisia’s education sys-
tem produces substantial numbers of university grad-
uates, gaps exist between educational outcomes and
business needs, particularly in applied technical skills
and entrepreneurial capabilities [6]. Strengthening
university-industry collaboration, expanding vocation-
al training, and promoting technical skills development
could significantly enhance innovation capacity, con-
sistent with international evidence on human capital’s
role in innovation effectiveness [17].

Institutional and Policy Implications

The Startup Act represents important progress in cre-
ating supportive institutional frameworks for entrepre-
neurship and innovation, though implementation chal-
lenges constrain its impact. Simplifying administrative
procedures, expanding awareness of available sup-
port, and strengthening implementation mechanisms
could substantially increase the Act's effectiveness.
More broadly, reducing bureaucratic barriers, improv-
ing regulatory clarity, and ensuring consistent policy
implementation would create more favorable condi-
tions for innovation and entrepreneurial activity [1].
The limited extent of university-industry collaboration,
with only 23% of firms engaging with academic insti-
tutions, represents a significant missed opportunity.
International experience demonstrates that strong
university-industry linkages accelerate innovation, fa-
cilitate technology transfer, and strengthen absorptive
capacity [19]. Developing mechanisms to promote
collaboration including joint research projects, tech-
nology licensing, and knowledge exchange programs
should be prioritized. Successful models from other
emerging markets including Chile provide relevant ex-
amples for Tunisia.

Comparative Perspectives

Tunisia’s innovation performance and challenges
show both similarities and differences compared to
other emerging markets examined in the literature
[7]. Like many developing economies, Tunisian firms
face resource constraints, institutional gaps, and hu-
man capital limitations that impede innovation [33,
35]. However, Tunisia’s relatively strong educational
system, strategic geographic position, and recent pol-
icy reforms create favorable conditions for strength-
ening innovation capacity. The ICT sector’s success
demonstrates that Tunisian firms can compete global-
ly in knowledge-intensive industries given appropriate
support and market conditions [36].

Compared to regional peers, Tunisia shows promise
in entrepreneurship and innovation but faces stiff com-
petition from established innovation hubs in the Middle
East and North Africa. Countries including the United
Arab Emirates, Morocco, and Egypt have made sub-
stantial investments in innovation infrastructure and
ecosystem development. Tunisia’s competitive ad-
vantage may lie in its human capital quality and dem-
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ocratic governance structures, which can facilitate the
collaborative relationships and institutional trust nec-
essary for innovation ecosystems to flourish [1].

Sustainability and Social Considerations
While not a primary focus of this study, sustainability
considerations are increasingly relevant for innova-
tion strategy and competitiveness in Tunisia. Growing
environmental awareness, international sustainabil-
ity standards, and climate change pressures create
both challenges and opportunities for Tunisian firms.
Innovation strategies incorporating sustainability prin-
ciples, as examined by [25-28] in various contexts,
can enhance competitiveness through differentiation,
regulatory compliance, and access to environmentally
conscious markets. Tunisia’s renewable energy po-
tential and agricultural diversity provide foundations
for sustainability-oriented innovation strategies.
Social dimensions of innovation and entrepreneurship
also merit attention. Entrepreneurship can contribute
to social inclusion, regional development, and youth
employment, all critical priorities for Tunisia [2]. How-
ever, entrepreneurial opportunities and innovation ca-
pacity remain unevenly distributed across regions and
demographic groups. Ensuring that innovation benefits
reach beyond coastal urban centers and established
enterprises requires targeted policies addressing geo-
graphic, gender, and socioeconomic disparities in en-
trepreneurial capacity and innovation access.

Conclusions and Recommenda-
tions

Key Findings Summary

This empirical analysis demonstrates strong positive
relationships between entrepreneurship, innovation,
and firm competitiveness in the Tunisian context, con-
firming the theoretical frameworks of Franco [1] and
the empirical patterns identified by Agazu and Kero
[7]. Innovative firms achieve substantial competitive
advantages including 20% market share growth and
15% profit margin improvements compared to non-in-
novative competitors. The ICT and agri-food sectors
show particularly strong innovation-competitiveness
linkages, while traditional sectors face greater chal-
lenges leveraging innovation for competitive advan-
tage. Resource constraints including limited financing
and human capital gaps represent primary barriers

to innovation, while institutional factors including bu-
reaucratic complexity and limited university-industry
collaboration further constrain innovation capacity.

Policy Recommendations

Based on the empirical findings and informed by in-
ternational best practices [1, 7], several policy recom-
mendations emerge for strengthening entrepreneur-
ship, innovation, and competitiveness in Tunisia.
Expand Innovation financing: Develop diversified
financing mechanisms including innovation grants,
venture capital, business angel networks, and loan
guarantee programs specifically targeting innovative
ventures. Strengthen the Startup Act’s financial provi-
sions and extend support mechanisms to established
SMEs pursuing innovation strategies. These mea-
sures address the critical financing constraints identi-
fied by 67% of non-innovative firms.

Strengthen University-industry linkages: Create
incentive structures and institutional mechanisms to
promote collaboration between businesses and ac-
ademic institutions [19]. Establish technology trans-
fer offices, joint research programs, and innovation
vouchers enabling SMEs to access university exper-
tise and facilities. This recommendation addresses
the significant gap identified, with only 23% of firms
currently engaging in such collaborations.

Reduce administrative barriers: Streamline bureau-
cratic procedures, improve regulatory clarity, and en-
sure consistent policy implementation to create more
favorable conditions for entrepreneurship and innova-
tion. Digitize administrative processes and establish
one-stop shops for business registration and regula-
tory compliance. This addresses concerns raised by
71% of entrepreneurs regarding administrative imped-
iments.

Invest in human capital: Expand technical education
and vocational training aligned with business needs
[6,17]. Promote entrepreneurship education at univer-
sities and develop programs building entrepreneurial
capabilities among youth. Support continuous learning
and skills upgrading for existing workforce to enhance
the 31% innovation intensity advantage observed
among firms with university-educated employees.
Develop regional innovation ecosystems: Extend in-
novation support infrastructure beyond major urban
centers through regional technology parks, incuba-
tors, and innovation hubs. Promote cluster develop-
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ment in sectors with competitive potential including
renewable energy, digital services, and specialized
manufacturing [24, 43].

Enhance export support: Strengthen programs
helping innovative firms access international markets
through export promotion, market intelligence, and in-
ternational partnership facilitation. Target support to-
ward high-value sectors where Tunisia can build com-
petitive advantages through innovation.

Managerial Implications

For business leaders and entrepreneurs, the findings
suggest several strategic priorities informed by Fran-
co’s [1] sustainability framework and [7] competitive-
ness analysis.

Prioritize innovation investment: Recognize innova-
tion as a strategic imperative for competitive success
and allocate resources accordingly despite resource
constraints. Even modest innovation investments can
yield significant competitive advantages if strategically
focused, as demonstrated by the 20% market share
growth among innovative firms.

Develop absorptive capacity: Invest in employ-
ee education, training, and external collaboration to
strengthen the organization’s ability to acquire, assim-
ilate, and apply external knowledge [18]. Build rela-
tionships with universities, research centers, and in-
dustry partners to access the 35% higher innovation
success rates observed among collaborating firms.
Adopt integrated innovation approaches: Consider
multiple innovation dimensions including product, pro-
cess, marketing, and organizational innovations rath-
er than focusing narrowly on single innovation types
[8]. Complex innovation strategies often yield superi-
or competitive outcomes, as supported by the multi-
dimensional performance improvements observed in
this study.

Leverage available support: Actively seek and uti-
lize government support programs including Startup
Act benefits, innovation grants, and technical assis-
tance services. Engage with industry associations and
business networks to access information and support,
particularly given the 35% versus 18% growth differ-
ential between beneficiaries and non-beneficiaries.
Focus on continuous improvement: Recognize
that sustaining competitive advantage requires ongo-
ing innovation rather than one-time efforts [40]. Devel-
op organizational cultures and processes supporting

continuous learning and improvement, particularly in
rapidly evolving sectors like ICT where 45% of com-
petitive performance variance is explained by innova-
tion activities.

Limitations and Future Research

This study has several limitations that suggest direc-
tions for future research. The cross-sectional design
limits ability to establish definitive causal relationships
between entrepreneurship, innovation, and competi-
tiveness. Longitudinal research tracking firms over
time would strengthen understanding of how innova-
tion strategies evolve and their long-term competitive
effects, as recommended by [1]. The sample, while
substantial, represents only a fraction of Tunisia’s
business population, and findings may not fully gener-
alize across all sectors and regions.

Future research should examine specific mechanisms
through which innovation creates competitive advan-
tage, including detailed case studies of successful in-
novative firms. Comparative research examining Tuni-
sia relative to other emerging markets [33, 42] would
illuminate contextual factors shaping innovation-com-
petitiveness relationships. Investigation of sustain-
ability-oriented innovation strategies represents an
important direction as environmental considerations
become increasingly central to competitive dynamics
[25,28]. Finally, research examining policy effective-
ness and implementation challenges would inform ef-
forts to strengthen Tunisia’s innovation ecosystem.

Concluding Remarks

Tunisia stands at a critical juncture in its economic
development trajectory. The country possesses sub-
stantial human capital, strategic geographic position-
ing, and growing entrepreneurial dynamism that pro-
vide foundations for innovation-led competitiveness
[1]. Recent policy reforms including the Startup Act
demonstrate commitment to strengthening the entre-
preneurial ecosystem. However, realizing Tunisia’s in-
novation potential requires sustained effort addressing
resource constraints, institutional gaps, and coordina-
tion challenges that currently limit innovation capacity.
The empirical evidence presented demonstrates that
innovation strategies can substantially enhance firm
competitiveness even in challenging emerging mar-
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ket contexts, confirming the theoretical frameworks
of Franco [1] and the empirical patterns documented
by Agazu and Kero [7]. Tunisian firms that success-
fully implement innovation strategies achieve mean-
ingful competitive advantages including market share
growth, profitability improvements, and strengthened
strategic positioning. The success of the ICT sector
provides proof of concept that Tunisian enterprises
can compete globally through innovation and knowl-
edge-intensive activities.

Achieving broad-based innovation-led competitive-
ness requires coordinated action by multiple stake-
holders. Government must continue strengthening
institutional frameworks, reducing barriers, and pro-
viding targeted support for innovation and entrepre-
neurship [2]. Educational institutions must better
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