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Abstract
Sustainability is a global trend that requires balancing environmental, social, and 
financial concerns. Issues related to social and environmental responsibility have 
attracted growing research interest in the research domains on small businesses 
and large multinational companies, but they are yet to be explored in the context 
of internationalized small and medium-sized enterprises (SMEs), which experience 
the liabilities of foreignness and smallness but whose share of and impact on the 
world economy are growing. This study connects entrepreneurial decision-making 
with business responsibility and explores the effects of effectual decision-making 
logic on responsible business practices (RBPs) and their outcomes in the context of 
internationalized SMEs.
The empirical part of the study was based on the survey data from a sample of 179 
Finnish SMEs. The results obtained via linear regression modeling showed that a 
more pronounced effectual logic can lead to more RBPs in internationalized SMEs. 
The RBPs, in turn, were found to have a positive impact on the competitive per-
formance of these SMEs, thus serving as mediators. This study contributes to the 
literature on responsible decision-making in both the research areas of internation-
alization of SMEs and small business responsibility.
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Introduction

Internationalization and the growing concerns about business responsibility are two 
of the main trends in the business world today. Firms are under increasing pres-
sure to internationalize their activities as a vehicle for growing revenue and profit. 
They are simultaneously called upon to contribute to the public good by means of 
environmental and social responsibility. However, the relationship between envi-
ronmental performance and financial performance has been found to be ambiguous 
and context-dependent (Albertini, 2013), which calls for more elaboration on the 
contexts and relationships under which entrepreneurship and the environment not 
only co-exist, but also where entrepreneurship can benefit the environment globally. 
Research on international business has tended to explore the business responsibility 
issues, often referred to as corporate social responsibility (CSR), almost squarely 
and primarily in the context of large multinational corporations (Pisani et al., 2017) 
neglecting the fact that small- and medium-sized enterprises (SMEs), entrepreneur-
ial as they are, are also increasingly driven to internationalize and, in doing so, to 
account for responsibility. This constitutes a gap for the international entrepreneur-
ship (IE) research in particular.

Indeed, it is only recently that research shedding light on the link between inter-
national operations and environmental and social responsibility in SMEs has begun 
to emerge. In a recent study, Ayuso and Navarrete-Báez (2018) found that interna-
tional and entrepreneurial orientations may influence SMEs’ likelihood to engage 
in sustainable development. A few existing studies on these topics have also sug-
gested that SMEs’ proactive environmental strategies positively influence their 
export intensity and competitive performance (Martín-Tapia et al., 2010), and that 
social responsibility in SMEs can contribute to their international performance both 
directly and indirectly (Uzhegova et al., 2018). However, these studies have mostly 
explored the topic from the point of view of a firm’s strategy and capabilities, and 
we have yet to outline how entrepreneurial decision-making is related to sustain-
able practices and development in international entrepreneurship. Extant research 
on responsible business conduct has proposed the ethical decision-making model 
(Schwartz, 2016) and developed a measurement scale for the managerial ethical 
profile (Casali, 2011) arguing that decision-making and business responsibility are 
interlinked but not considered the implications for international SMEs. In turn, IE 
research has been dealing with the outcomes of entrepreneurial decision-making for 
(often small) international organizations (Ahi et al., 2017; Galkina & Chetty, 2015), 
while not including the rising business responsibility concerns in their models. This 
constitutes an important omission in the literature, as the extant research has not 
assessed how responsibility activities and decision-making logic in IE are linked.

We have addressed these gaps in the literature on entrepreneurship and envi-
ronment by examining the role of effectuation (Sarasvathy, 2001) in responsible 
business practices (RBPs) and their influence on competitive performance. We 
drew on two distinct streams to build our conceptual model. First, we took, as a 
point of departure, the research on SME internationalization and responsibility 
that both have demonstrated the importance of the owner–managers’ role in the 
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decision-making (Child et al., 2017; Kiefhaber et al., 2018). In general, most of the 
studies that introduced effectuation into IE did so by linking both through a network 
perspective (Galkina & Chetty, 2015; Kujala & Törnroos, 2018; Laine & Galkina, 
2017; Prashantham et al., 2019). The literature on small business responsibility has 
emphasized the importance of strategic planning (Avram & Kühne, 2008; Nejati 
et  al., 2017), with scarce evidence that social enterprises practice effectuation (in 
this way overcoming the lack of resources) along with social responsibility, which is 
ingrained in owners’ personal beliefs about the purpose of the enterprise (Anderson 
et al., 2019).

There are three characteristics of entrepreneurial internationalization that make 
applying effectuation to the study of it distinct and specifically suitable: cross-border 
uncertainty, limited resources, and network dynamics. All three complicate the crea-
tion and development of international business even more than in a domestic environ-
ment (Sarasvathy et al., 2014). A comparison between domestic and internationalized 
SMEs has demonstrated that the latter are more innovative and their owners more 
growth-oriented (Spence et al., 2011). SMEs are also known to experience liabilities 
when operating internationally: the liability of foreignness arising from additional 
costs that a firm operating abroad incurs, such as firm-specific costs based on unfa-
miliarity with the host country culture and business practices (Zaheer, 1995), as well 
as the liability of newness arising from their inexperience and lack of an established 
track record (Karagozoglu & Lindell, 1998). For these reasons, conducting busi-
ness internationally requires decision-making in an unstable and risky environment 
with limited resources, much more so than domestic-only SMEs are faced with. For 
SMEs, not only internationalization but also involvement in responsible practices are 
resource-demanding processes (Perez-Sanchez et al., 2003), and due to their inher-
ent lack of resources, SMEs focusing on international operations may have to make 
trade-offs elsewhere (Vuorio et  al., 2020). Summing up, internationalized SMEs 
provide an interesting research context for studying the outcomes of entrepreneurial 
decision-making, thus answering the recent call to follow the translation of effectua-
tion into firm competitiveness (Chen et al., 2021).

Considering this, our study sought to expand these research streams by exploring 
the approach of SMEs through an effectual rather than a strategic approach towards 
responsibility. We thus posited the following research question for this study: What 
is the role of decision-making logic in explaining responsible business practices 
(RBPs1) of SMEs? By integrating the research on decision-making and on responsi-
ble business in SMEs, we hypothesized that effectuation and RBPs will have a posi-
tive effect on competitive performance outcomes and tested these predictions using 
a sample of 179 SMEs from Finland.

Our results contribute to the existing literature in several ways. First, to the best of 
our knowledge, our study is the first to follow the outcomes of effectuation on RBPs 

1  With CSR often being an ill-defined concept with a wide array of definitions, in this study, we referred 
to RBPs, which we consider to be in line with CSR. We followed Ryan et al. (2010) in that RBPs is a 
more accurate term for SMEs, which accounts for different motivations for engagement with and meth-
ods of operationalizing business responsibility.
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in the international SME context, which is more specific due to the greater uncer-
tainty associated with international operations. Second, by examining the impact of 
RBPs on competitive performance, the results of our study highlight the importance 
of effectual decision-making logic and RBPs in organizational level outcomes. The 
remainder of this paper is organized as follows. We first present the theoretical back-
ground on effectual decision-making, international operations, and business respon-
sibility, and build the hypotheses. We then describe the methodology, including data 
collection and data analysis, and how we tested the conceptual model of the study, 
and finally present the analyses’ results. We conclude with a discussion of the impli-
cations and limitations of this study as well as propose future research avenues.

Theoretical background and hypotheses development

Business responsibility and entrepreneurial decision‑making logic in SMEs

We start with the notion of CSR, which is important for firms regardless of their 
size. The view of business responsibility actions aimed and/or driven by other stake-
holders, which are defined as groups or individuals with three attributes (power, 
legitimacy, and urgency) who affect or are affected by the achievement of the organ-
ization’s objectives, and is in line with stakeholder theory. This stakeholder view is 
common for CSR studies but is rarely used in international business research: how-
ever, there is an exception – a study by Park and Ghauri (2015), which investigated 
the CSR drivers in small subsidiaries of multinational enterprises (MNE).

SMEs’ responsibility as contrasted to that of MNEs has been found to be driven 
more by intrinsic/altruistic views of owner–managers and their moral commitment 
rather than by extrinsic/financial ones, this being especially prominent for social and 
environmental aspects (Looser & Wehrmeyer, 2016). The manager’s commitment 
to RBPs is strongly rooted in individuals’ own values and ethics (Lawrence et  al., 
2006) as well as decision-making and logic (Blombäck & Wigren-Kristoferson, 
2014; Schwartz, 2016). With an assumption that decision-makers in SMEs are cen-
tral to the start of all business activities (Hammann et al., 2009), the decisions taken 
by entrepreneurs can be extrapolated from the individual to the organizational level 
(Dincer & Dincer, 2013).In SMEs, responsibility-related activities tend to be infor-
mal and have a non-structured character (Lawrence et al., 2006; Santos, 2011). For 
example, in a study by Blombäck and Wigren-Kristoferson (2014, p. 304), one CEO 
opened up about company’s RBPs towards the local community: “It’s more a ques-
tion of wanting to help, financially. I don’t believe we gain so much from it. It’s not 
something that, well, [it’s] not a strategy that we have.” Thus, to create opportunities 
instead of exploring them and to cope with the resource scarcity, entrepreneurs com-
monly utilize effectual logic (Read et al., 2009) instead of strategizing. Effectuation 
is a specific cognitive science-based logic of entrepreneurial expertise (Sarasvathy, 
2001) that conceptually may be located under the larger umbrella of decision-making 
under uncertainty. The theory of effectuation is defined as the means-driven logic 
derived from the principles of experimentation and affordable loss, thus providing 
a useful lens through which to view entrepreneurial decision-making. According to 



51

1 3

International Entrepreneurship and Management Journal (2023) 19:47–69	

Sarasvathy (2001, p. 245), effectuation can be defined as processes that “take a set 
of means as given and focus on selecting between possible effects that can be cre-
ated with that set of means.” Effectual entrepreneurship results in the board members 
or the owner–manager himself determining what the company does rather than what 
needs to be done and thus getting selected people on board (York et al., 2016). This is 
in contrast with causation, which is a more traditional view of strategic decision-mak-
ing in which fixed plans are made to seek and predict how the future market environ-
ment will function. Thus, causation involves developing a strategy from that starting 
point (Sarasvathy, 2001). Sarasvathy (2008) noted that the role of effectuation is pro-
nounced in environments with market environment uncertainty and for new ventures.

For the first decade after Sarasvathy’s foundational article, the research was slow 
to follow it up and conduct empirical studies that would apply and test the theory 
of effectuation (see Perry et al., 2012). However, as Fisher (2012) noted, effectua-
tion had arisen as an important perspective in the entrepreneurship domain. Since 
then, however, the role of effectual logic in the IE domain has also been found to 
be important (e.g. Sarasvathy et  al., 2014) in entrepreneurial internationalization 
(Andersson, 2011; Kalinic et  al., 2014). In addition, effectuation has been linked 
with the entrepreneurial identity in the organizations that pursue both environmen-
tal and commercial goals (York et al., 2016). Zhang and Swanson (2014), in their 
review on social entrepreneurship, proposed that, for a social enterprise to achieve 
sustainability, it must develop effectuation processes and effectual logic. Indeed, 
Dwivedi and Weerawardena (2018) have demonstrated that social entrepreneurs, 
when pursuing new ways of creating value for targeted stakeholders, actively scan 
the external environment and predict unexpected shocks under the uncertainty, thus 
employing effectual logic to utilize the existing resources optimally. Moreover, the 
effectuation process used by expert entrepreneurs can be an effective approach for 
the integration of responsibility in SMEs because of its simplicity, ease of imple-
mentation, and affinity towards financial loss minimization from failed initiatives, 
as compared with the predictive or causal approach (Grimm & Amatucci, 2013). 
We thus focused on entrepreneurial behavior in resource-constrained environments 
(Dwivedi & Weerawardena, 2018), which in this study were SMEs with interna-
tional operations, and hypothesized the following:

H1. The higher the effectual logic in internationalized SMEs, the more they 
engage in responsible business practices.

Competitive performance in internationalized SMEs

CSR is known to result in competitive advantages through, for instance, investor rela-
tions management, developing a reputation, or seeking win–win outcomes by energy 
saving and environmentally sound production practices to reduce cost and risk. Small 
business responsibility is known to lead to various improvements in different types of 
performance (Nejati et al., 2017) including a competitive one both directly and indi-
rectly (Herrera Madueño et al., 2016; Martínez-Martínez et al., 2017). In these com-
panies, CSR programs may both directly and indirectly (through innovation, learn-
ing orientation, and performance) affect the competitive advantage (Ratnawati et al., 
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2018). Turyakira et al. (2014) suggested a positive relationship of workforce-, soci-
ety-, market- and environment-oriented CSR on the competitiveness of SME. How-
ever, international operations may add specificity to the context to study the effect of 
RBPs on firm competitiveness. CSR strategy tends to differ and lead to various out-
comes, which vary between domestic-only companies and those with a global pres-
ence (i.e., MNEs). The greatest variation has been found in different CSR areas with 
most noticed in employees’ relations and social and community involvement and the 
least found in environmental practices (Mijatovic & Stokic, 2010). In such a large 
international firm context, the commitment of resources to CSR may serve MNEs as 
an instrument for gaining trust and legitimacy, which both contribute to an improved 
market position (Hadjikhani et al., 2016). In addition, international geographic diver-
sification increases social performance, which, in turn, positively impacts the reputa-
tion of MNEs (Aguilera-Caracuel et  al., 2017). In view of the lack of evidence in 
SME context, in this study, we considered different RBPs to gain insights into their 
impact on internationalized SMEs’ competitive performance. Hence, we posited:

H2. The higher the engagement in responsible business practices, the higher the 
competitive performance of internationalized SMEs.

Conceptual model

Strategic planning and orientation have been found to lead to a competitive advan-
tage in SMEs achieved through RBPs (Avram & Kühne, 2008; Nejati et al., 2017); 
however, following a model suggested by Hammann et al. (2009), we would argue 
that decision-makers’ logic leads to an increase of business responsibility resulting 
in the improvements of SME competitiveness. We tested the resulting theoretical 
model presented in Fig. 1 in the context of internationalized SMEs.

Methodology

Sample and data collection

In order to test the hypotheses, we acquired a sample of internationally operat-
ing SMEs through an online survey from November 2017 to February 2018. We 

Fig. 1   Conceptual model of this study
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defined SMEs according to the definition by European Commission (2015) with an 
employee count being less than 250, and a turnover of fewer than 50 million euros or 
with a balance sheet total below 43 million euros. We chose Finland as the empiri-
cal context for the study because of the prevalence of SMEs that, due to the small 
domestic market, are often faced with the necessity to seek international growth 
(Nummela et al., 2014). Moreover, Finland has been found to be an appropriate con-
text in which to study both effectuation (Galkina & Chetty, 2015) and SME’s busi-
ness responsibility (Lähdesmäki & Suutari, 2012; Uzhegova et al., 2018, 2019).We 
collected the empirical data in two phases. First, an initial sample of 1,000 firms 
listed in the Bisnode Selector database (see www.​bisno​de.​com) was drawn up. This 
list included all exporting companies originating from Finland and provided a cross-
sectional sample for drawing generalizations and controlling for specific industry 
sectors in the analysis. We then supplemented this list with a sample of firms from 
engineering and software industries, drawn from the Amadeus online database (see 
https://​amade​us.​bvdin​fo.​com/). In both phases, we delimited the sample specifically 
to SMEs. The initial contact to the sample firms was handled by four research assis-
tants with background in business studies. They first contacted the firms via phone 
to ascertain that the firm and the potential respondent fit the criteria for the study 
(the most knowledgeable persons in internationally operating independent SMEs). 
To the firms that were reached, deemed to fit the criteria, and agreed to participate 
in the study, we sent the link to the online questionnaire in the Qualtrics service. 
The items in the survey were translated first from English to Finnish and then back-
translated with the help of a professional language editor. The initial phone con-
tact was followed up with the email reminders at two-week intervals to those firms 
which had agreed to participate, but had not responded. In order to ensure the repre-
sentativeness of the data across time and an absence of biases between early and late 
respondents, we conducted t-tests among the key variables in the study.

Through this process, we reached a total of 1,821 SMEs. Of these, 1,387 were 
found valid, and 1,032 of those agreed to participate in the study. When the data col-
lection was concluded, we had received a total of 365 responses (26% total response 
rate), indicating a sufficient response rate for an empirical entrepreneurship study 
(Rutherford et al., 2017) that can be considered typical in this field (cf. Newby et al., 
2003). To test the hypotheses in this study, we then selected the responses that were 
fully or nearly fully (over 90%) filled out and that had full responses for the con-
structs used in this study (effectuation, responsible business practices, and the per-
formance items). The final effective sample used to test the hypotheses included 179 
firms in total, with an average age of 29 years, an employee headcount of 51, and an 
average start of internationalization of 11 years after the firm foundation, that oper-
ated mainly (99% of turnover) in business-to-business markets. Thus, the sample was 
considered representative to internationalizing Finnish SMEs in general (Kuivalainen 
et al., 2015).

http://www.bisnode.com
https://amadeus.bvdinfo.com/
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Measures

We used a seven-point Likert scales (1 = “strongly disagree” to 7 = “strongly agree”) 
to measure the key variables. In order to develop the measures, we conducted prin-
cipal component analysis (PCA). The role of the PCA is to extract the information 
from a series of items measuring a given operationalized construct, and as a result, 
represent it as a set of orthogonal variables, known as principal components, through 
patterns of similarities of the observations (Abdi & Williams, 2010). In other words, 
the PCA of a data matrix “extracts the dominant patterns in the matrix in terms of a 
complementary set of score and loading plots” (Wold et al., 1987, p. 50). PCA was 
used here for data reduction and variable selection, two of the main goals of PCA 
(Wold et al., 1987).

For all the measures, we conducted PCA using a varimax rotation. The variables’ 
items and their phrasing are presented in Appendix 1. We investigated convergent 
validity regarding the values of the average variance extracted (AVE), and all of 
them were greater than the minimum value of 0.5 proposed by Fornell and Larcker 
(1981). Internal consistency reliability was evaluated using the Cronbach’s α, and 
all values except for effectuation were higher than the minimum 0.7 established by 
Nunnally (1978). The correlation coefficients and variance inflation factors (not 
tabulated, but all below 10, Hill & Adkins, 2007) did not indicate any issues with 
multicollinearity. Finally, since the central variables in our models were based on 
Likert scale items, we took measures to mitigate the threat of common method bias. 
In doing so, we sought to adhere to Podsakoff et al. (2012) and Chang et al. (2010). 
Namely, we included negatively worded items in the questionnaire and placed the 
different constructs within the large questionnaire (cf. Chang et al., 2010). We also 
conducted Harman’s one factor and marker variable (Lindell & Whitney, 2001) tests 
to mitigate and concerns for ex post common method variance issues.

Effectuation

We adopted a measure for effectuation from (Chandler et al., 2011), which sees it 
as a multidimensional formative construct with three associated sub-dimensions: 
experimentation—EFF_EXP (EFF_1, EFF_3, EFF_4), affordable loss—EFF_AFL 
(EFF_5, EFF_6, EFF_7), and flexibility—EFF_FLEX (EFF_9, EFF_10, EFF_11). 
This typology is used in studies of decision-making in internationalized SMEs 
(Nummela et al., 2014).

RBPs

Depending on its specific motivations, a company may engage in RBPs, for example, 
to enhance customer appeal or mitigate risk, which leads to prioritization of one group 
of stakeholders over another (Nybakk & Panwar, 2015). Thus, the measure for RBPs 
in this study was a multidimensional construct adopted from Martínez-Martínez et al. 
(2017) and consisted of the following variables that represented RBPs aimed at differ-
ent groups of the company’s stakeholders: environment, employees, local community, 
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and customers. The environmental practices measure had nine items that, in our study, 
loaded on two factors: those related to operational environmental practices ENVPR_
OP (ENVPR_1, ENVPR_2, ENVPR_3, ENVPR_5) and those aimed at long-term 
commitment ENVPR_LONG (ENVPR_4, ENVPR_6, ENVPR_7, ENVPR_8, 
ENVPR_9). Employee- (EMPLPR), local community- (LCOMMPR), and customer- 
(CUSTPR) related practices each yielded a one-factor solution and consisted of six, 
five, and four items, respectively.

Competitive performance

SMEs that are privately held do not publicly disclose their financial data. For such 
firms, the use of subjective measures of performance, which correlate strongly 
with objective performance measures, is recommended (Dess & Robinson, 1984; 
Geringer & Hebert, 1989). Therefore, we used the performance ratings based on 
the perceptions of respondents which constitute perceived overall performance 
relative to competitors, which is a commonly used measure of overall effectiveness 
performance in international business research (Hult et al., 2008). As a result, out 
of 21 variables of competitive performance (CP), factor analysis yielded the four 
following factors related to different spheres of company operations: CP_PRO-
MOTION (CP_11, CP_13, CP_14, CP_15), CP_PRODUCT (CP_5, CP_6, CP_7, 
CP_8), CP_QUALITY (CP_1, CP_2, CP_3, CP_4), and CP_PROCESS (CP_17, 
CP_18, CP_19).

Control variables

We controlled for firm age and firm size. Larger and older firms may be more 
resourceful in implementing RBPs (Wickert et  al., 2016); moreover, as a com-
pany grows and becomes established, it has to implement policies, procedures, 
and routines (March et  al., 1993), while younger and smaller firms are flexible 
and rapid in decision-making (Gassmann & Keupp, 2007). We measured firm size 
by the number of employees and firm age by the number of years since the found-
ing date.

Results and discussion

Table 1 shows the means, standard deviations (SDs), and zero‐order correlations 
of studied variables. The mean age of the firms in our sample was 29 years, and 
their size in terms of employees was relatively small with a mean of 50.

We used linear regression modelling to test the main effects of effectuation and 
RBPs on competitive performance. The results of the regression analysis are pre-
sented in Tables 1–5. In model 1a–1e (Table 2), the five types of RBPs regressed on 
the control variables only. The effect of firm size was positive only on operational 
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environmental RBPs, employees RBPs, and those related to the local community. As 
for firm age, it only showed a negative effect on the employee-related RBPs.

In models 2a–2e (Table 3) we added effectuation variables. The effect of con-
trol variables remained the same and turned significant for long-term environ-
mental RBPs, and the R2 rose compared with models1a–1e. Affordable loss nega-
tively impacted local community practices, while experimentation and flexibility 
both had a positive effect on all RBPs except for environmental operational. Thus, 
H1 received partial support from the analysis.

In the models 3a–3d (Table  4), the four types of competitive performance 
regressed on control variables, and no significant effect was found.

Table 4   Models 3a-3d: Competitive performance regress on control variables

Model 3a
CP_PROMOTION

Model 3b
CP_PRODUCT​

Model 3c
CP_QUALITY

Model 3d
CP_PROCESS

β t-value β t-value β t-value β t-value

Control variables
Firm age ,031 ,400 -,118 -1,534 ,023 ,302 -,029 -,374
Firm size ,061 ,789 ,021 ,279 -,059 -,768 -,005 -,059
Model estimation
R2 ,006 ,013 ,003 ,001
Adj. R2 ,006 ,002 -,008 -,010
F ,503 1,183 ,301 ,082

Table 5   Models 4a-4d: Competitive performance regress on RBPs

Independent variables Model 4a
CP_ 
PROMOTION

Model 4b
CP_PRODUCT​

Model 4c
CP_QUALITY

Model 4d
CP_PROCESS

β t-value β t-value β t-value β t-value

Independent variables
ENVPR_LONG -,115 -1,205 ,081 ,865 -,014 -,151 ,108 1,150
ENVPR_OP -,086 -,977 -,011 -,124 -,035 -,399 ,033 ,377
EMPLPR ,178 1,908 ,125 1,354 ,143 1,549 ,142 1,553
LCOMMPR ,174 2,010* ,101 1,189 ,138 1,614 ,046 ,545
CUSTPR ,223 2,371* ,214 2,302* ,253 2,707* ,229 2,466*
Control variables
Firm age ,056 ,740 -,137 -1,846 ,022 ,290 -,061 -,815
Firm size ,034 ,444 -,057 -,741 -,096 -1,249 -,079 -1,037
Model estimation
R2 ,153 ,177 ,168 ,187
Adj. R2 ,117 ,143 ,133 ,153
F 4,299*** 5,142*** 4,802*** 5,434***
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In the last linear regression analysis for models 4a–4d (Table  5), we added 
RBPs. The results for control variables remained non-significant with a rise in R2 
for all the models. It was the only customer-related RBPs that positively affected 
all types of SMEs’ competitive performance and local community RBPs that 
increased the competitive performance in the promotion. Therefore, H2 received 
support from the analysis.

The resulting framework is presented in Fig. 2.

Fig. 2   The results of linear regression modeling

Fig. 3   The proposed mediation model
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Since the links among several effectuation variables, RBP variables, and com-
petitive performance variables were positive, it was possible that a mediation effect 
would also exist. In order to verify this possibility, we conducted an additional post 
hoc analysis. Based on the direct regression and hypotheses testing results, we deter-
mined that a possible mediation could exist between effectuation flexibility and both 
local community and customer RBPs, as well as between chosen RBPs and com-
petitive performance in promotion. For these purposes, multiple regression analyses 
were run to assess each component of the proposed mediation model (see Fig. 3).

It was found that all but path c in Fig. 3 were significant: path a1 (EFF_Flex 
– LCOMMPR) (β = 0.2407, t = 2.2672, p < 0.05), path b1 (LCOMMPR – CP_
PROMOTION) (β = 0.1459, t = 2.2957, p < 0.05), path a2 (EFF_Flex – CUSTPR) 
(β = 0.2739, t = 4.4551, p < 0.001), path b2 (CUSTPR – CP_PROMOTION) 
(β = 0.3721, t = 3.3909, p < 0.001), and path c (EFF_Flex – CP_PROMOTION) 
(β = 0.0144, t = 0.1556, p > 0.05).

Next, multiple mediation analysis was conducted using the bootstrapping 
method with bias-corrected confident estimates, a 95% confidence interval of the 
indirect effects, and 5,000 bootstrap resamples (MacKinnon et al., 2004; Preacher 
& Hayes, 2008). Figure 4 displays the results of testing with the usage of PRO-
CESS Macro Model 4 for SPSS software (see Appendix 2 for the full macro out-
put) (Hayes, 2017). This procedure is used for testing for mediation in the studies 
of SME internationalization and effectuation (e.g., Lindstrand & Hånell, 2017; 
Zahoor & Al-Tabbaa, 2021) as well as responsibility in SMEs (Stekelorum et al., 
2020a, b).

As a result of testing, we found that the indirect effect from the bootstrap analysis 
was positive (a x b = 0.1370), and significant as the intervals for the mediating effect 
contained no zero (0.0749–0.2098). In the indirect path, the interpretation was that a 
unit of increase in effectuation flexibility increased RBPs to the local community by 
0.2407 units, and RBP to customers by 0.2739 units. In a similar vein, with effectua-
tion flexibility staying constant, a unit increase in RBPs to the local community and 

Fig. 4   Testing for the indirect effect (*p < 0.05, **p < 0.01, ***p < 0.001)
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a unit increase in RBPs to customers increased competitive performance in promo-
tion by 0.1459 and 0.3721 units on a 0 to 1 scale, respectively. The direct effect, c’ 
(0.0144), remained non-significant (p = 0.8765), meaning there was no direct effect 
of effectuation flexibility on competitive performance in promotion in this case. 
A finding of a statistically significant indirect effect indicated that the relationship 
between independent and dependent variables occurred through the mediator. Thus, 
the results of the mediation analysis confirmed the mediating role of RBPs to the 
local community in the relationship between effectuation flexibility and competitive 
performance in promotion, and since a x b is significant, and c is non-significant, it 
is an indirect-only mediation (Zhao et al., 2010), or “full mediation.”

Discussion

The summary of the analyses above indicates that H1 received partial support from 
the analysis, as two out of three effectuation types had a positive effect and one, 
affordable loss, had a negative one. Internationalized SMEs are more exposed to the 
uncertainty that originates from the foreign markets they operate in, thus, applying 
effectual logic helps to overcome this uncertainty (Kalinic et al., 2014). However, 
the affordable loss principle of effectual logic, which is opposite to accounting for 
expected returns, leads to carelessness in risking and cautious monetary resource 
allocations, thus hindering the contributions to the responsibility towards the local 
community. Business experimentation applied to business models as a systematic 
approach of identifying, testing, and learning about sources of value creation is 
known to be an instrument for sustainability as it modifies the way the business is 
done (Bocken et al., 2016). Thus, our findings add to that literature by pointing out 
that effectual experimentation led to improvements in all but one RBP type. Flex-
ibility as one of the advantages of SMEs has been considered in the studies of SME 
internationalization, which have discovered that SME top management’s flexibility 
positively associates with the degree of internationalization (Segaro et al., 2014) and 
overall stimulates long-term success in international business by allowing the SMEs 
to coordinate and match resources in order to adjust their offerings and operations 
(Tolstoy, 2014). The flexibility of decision-making has not been considered in the 
context of small business responsibility, and our study provides evidence of a posi-
tive impact on the majority of responsible practices.

The two types of RBPs (related to local community and to customers) were found 
to positively affect competitive performance, and therefore supported H2, as well 
as mediating the relationship between effectuation flexibility and competitive per-
formance in promotion. Liability of smallness, a known disadvantage that interna-
tionalizing SMEs face may not only serve as a barrier for the SMEs’ operations, 
but, in turn, a limited number of employees can provide a close relationship to the 
community and allow organizations to keep in regular contact with the customers 
(Nejati et al., 2017). The local community is often a central stakeholder for SMEs 
which is in line with what Dincer and Dincer (2013, p. 184) stated: “while not mini-
mizing the need for global activities, the small business executive is more focused 
on the needs of the local community.” In this study, local community RBPs were 
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found to positively affect competitive performance, particularly in the promotion. 
This is also in line with Lähdesmäki and Suutari (2012), showing that, when reci-
procity between the SMEs and a local community exists, resource investments in the 
economic development and well-being of the locality and involvement in the local 
networks are considered by the owner–managers as essential resources and provide 
a competitive advantage for SMEs, including such non-financial benefits as posi-
tive reputation. Responsibility towards customers and employees, both groups being 
core stakeholders for SMEs (Martínez-Martínez et al., 2017), is found to lead to a 
better reputation by improving the image of the company as the one that cares not 
only about profits but also about non-financial good (Nejati et al., 2017). Another 
study by Hammann et al. (2009) named employees, customers, and society as the 
most important stakeholders who benefit the most from SME responsibility. How-
ever, out of those stakeholder groups in our study, only customer RBPs improved 
every aspect of competitive performance.

Regarding the mediating effect of RBPs towards important groups of the stakehold-
ers, it is an interesting and a novel result that not all aspects of effectuation directly 
impact positively on a company’s performance. In fact, a recent meta-analysis (Chen 
et al., 2021) demonstrated that effectuation is generally positively related to firm per-
formance, which is especially true for older companies rather than new ventures, 
which is in line with the empirical findings of the present study, as in our data the 
average age of SMEs was 29 years. However, the mediation role of responsibility has 
been found in previous research on SMEs in the relationships between capabilities and 
competitive performance (Uzhegova et  al., 2019), green organizational culture and 
green product innovation performance (Chang, 2015) and entrepreneurial orientation 
and performance (Courrent et al., 2016).

Conclusion

In this study, we sought to link business responsibility and decision-making litera-
ture in explaining a notable area in the IE domain, the competitive performance of 
internationally operating SMEs. In doing so, we proposed and tested a set of rela-
tionships among effectuation, RBPs, and competitive performance, finding signifi-
cant linkages between RBPs and the extent of effectual logic employed by the SMEs. 
To the best of our knowledge, this is the first study to empirically link effectual logic 
to sustainable practices in the international entrepreneurship domain. We will con-
clude by considering the theoretical contribution and the practical implications aris-
ing from this study as well as its limitations and potential for future research.

Theoretical and practical implications

This study contributes to the research in the IE domain on decision-making 
(Ahi et  al., 2017; Galkina & Chetty, 2015), by establishing a conceptual con-
nection between effectual decision-making and responsible business conduct of 
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internationalized SMEs. Our findings of positive outcomes of effectually driven 
RBPs add to and expand on a previously found strategic approach towards respon-
sibility in SMEs resulting in competitive advantages (Avram & Kühne, 2008; 
Nejati et  al., 2017) by suggesting that effectual entrepreneurial decision-making, 
as opposed to often advocated “business case” for CSR, may drive SME’s involve-
ment into business responsibility. We also expand the findings of (Martínez-
Martínez et al., 2017) by following the predictors of each sub-dimension of RBP 
construct and their direct effects on different aspects of competitive performance. 
Moreover, we were able expand current knowledge contextually by following the 
SMEs with international operations.

Our study has implications for SME managers. As opposed to previous findings that 
emphasized strategic planning of RBPs and planned approaches, owner–managers  
should be able to act effectually under the uncertainty and pressure of external cir-
cumstances. They should pay attention to capturing and addressing the needs and 
expectations of different stakeholder groups both locally and internationally, with 
particular stress on the local community and customers. For policy makers, our find-
ings imply that it is important to create truly entrepreneurial policies which presum-
ably will result in greater responsible business conduct among SMEs. In order to 
promote entrepreneurship and responsibility, more emphasis should be placed on 
developing incentives and measures supporting not only the discovery but also the 
creation of entrepreneurial opportunities.

Limitations and future research

This study has some limitations. One of the limitations is the use of cross-sectional 
data to investigate cause-and-effect relationships. Longitudinal data should be 
used in future studies to better capture the dynamics of entrepreneurial processes; 
however, this clearly presents an opportunity for future research. Nevertheless, the 
results of this study also help open a path to new lines of research which will be of 
use to both academic and business communities. It would be important to under-
take studies that are grounded in owner–managers’ cognitive patterns and specifi-
cally follow how different stakeholder groups are involved in a manager’s decision-
making regarding RBPs. Effectuation is a highly context-dependent process with 
implications that are contingent on contextual factors at organizational, industrial, 
and institutional levels (Chen et al., 2021). Further investigation of the conditions 
of RBP mediation is desirable as well as following the possible differences in 
internationalized and domestic SMEs in this regard.In addition, studying whether 
strategic orientations such as entrepreneurial orientation (cf. Beliaeva et al., 2020) 
influence the dynamics of SME responsibility and performance would help inte-
grate the key SME streams of literature as explanatory factors of environmental 
and social responsibility among smaller companies. Moreover, when outlining the 
competitiveness and competitive advantage determinants in the SME context fur-
ther, the role of effectual networks (Kerr & Coviello, 2019) should be elaborated 
on, especially since interorganizational networks have previously been found to 
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impact competitiveness of SMEs (Capó-Vicedo et al., 2008). These dynamics could 
be explored through qualitative inquiry which could also distinguish between the 
intrinsic effectual and causal logics. Moreover, our sample has not differentiated 
between the timing and speed of internationalization; thus, following RBPs longi-
tudinally along the internationalization process might provide the insights into the 
involvement of different stakeholders along the stages of internationalization.

Supplementary information  The online version contains supplementary material available at https://​doi.​
org/​10.​1007/​s11365-​021-​00793-z.
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