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This dissertation focuses on the role of responsible business practices (RBPs) in the
operations of internationalized small- and medium-sized enterprises (SMEs). Most
research has assumed that SMEs are resource-constrained entities, as the existing research
in international business is focused on the corporate social responsibility of large
multinational enterprises. However, SMEs are the backbone of the economy in most
countries, and in recent decades, they have become increasingly involved in international
business while practicing social and environmental RBPs and contributing to global
sustainability.

The research question “What is the role of responsible business practices in
internationalized SMEs? ” guides this dissertation, and institutional theory and dynamic
capability view are the theoretical frameworks used. Four publications examine the
antecedents, processes, and performance outcomes of SMEs’ involvement in RBPs and
internationalization at the organizational and institutional levels. The dissertation is a
mixed-method study, which uses quantitative data collected from Finnish SMEs and
qualitative data collected through interviews with partnering SME dyads originating from
Finland and Russia.

The results suggest that research on SME internationalization and SME business
responsibility has common grounds in terms of drivers and outcomes and highlight the
intersections of these two streams as a fruitful research area. The main findings of this
dissertation demonstrate that social responsibility plays a crucial role in transferring and
increasing the contribution of organizational capabilities and environmental
responsibility to SMEs’ competitive and international performance.

Keywords: dynamic capabilities, internationalization, responsible business practices,
SMEs
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1 Introduction

1.1 Research background

“Grand challenges” can be broadly defined as highly significant, complex problems with
unknown solutions, which may change over time and involve technical and social
elements that often cut across sectors in terms of relevance, significance, and societal
implications (Eisenhardt et al., 2016). In recent years, the rise of grand challenges, such
as environmental and social problems, climate change, poverty, gender inequality, and
migration, calls for immediate solutions (Buckley et al., 2017). These are the issues that
are tightly connected to the overall sustainability of our globalized world and constitute
the basis for the 17 Sustainable Development Goals (SDGs) suggested by the United
Nations. Adopted in 2015, SDGs serve as the compass directions to be aimed for or
achieved in 2030 in water, energy, climate, oceans, urbanization, transport, science and
technology areas (United Nations, 2021).

International business (IB) is a multifaceted and complex research area that crosses
national, cultural, and organizational borders (Hurmerinta-Peltoméki & Nummela, 2006).
The investigation of grand challenges in IB must be done in a multilevel way but is mainly
addressed through research on multinational enterprises (MNEs) (Buckley et al., 2017).
Even though a review by Ghauri, Strange, and Cooke (2021) demonstrated the growing
interest in sustainability issues in IB research, highlighting a meaningful role of MNES in
the sustainable development agenda and contribution to achieving SDGs, corporate social
responsibility (CSR) studies constitute only 3% of the whole IB field (Kolk & van Tulder,
2010a). There have been calls for greater integration between research on CSR and IB
but only in the context of large multinational companies (Kolk et al., 2019; Muller, 2020;
Muller & Kolk, 2010).

At the same time, small- and medium-sized enterprises (SMEs) have become a vital part
of the international business landscape. About 90% of businesses and more than 50% of
employment worldwide are represented by SMEs (The World Bank, 2021). These
numbers are even higher in several regions and economic zones. For example, in the
European Union (EU), SMEs are responsible for 99.8 % of all business in the non-
financial sector and more than 60% of jobs (European Commission, 2015). Nevertheless,
much remains to be studied about SME internationalization in international business
scholarship (Dabic¢ et al., 2020; Ghauri et al., 2021).

SMEs often compete in a global market while also committing to responsibility. In the
developed countries, members of the Organization for Economic Co-operation and
Development (OECD), on average, 33% of exports and 40% of imports are accounted for
SMEs. In contrast, in developing countries, the share of SMEs is 18% and 34%,
respectively (Lopez Gonzalez & Sorescu, 2019). In Finland, the number of manufacturing
SMEs with international operations is over half of all manufacturing enterprises. In 2020,
due to the crisis caused by the spread of COVID-19, several internationalized Finnish
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SMEs had grown due to their need to seek markets across the country's borders (Suomen
Yrittajat, 2021).

As SMEs are important economic and international players, they account for a high
aggregated environmental footprint (up to 70% of industrial pollution in Europe);
nevertheless, they are eager to tackle issues related to grand challenges with new
environmental and social initiatives (Koirala, 2019). Acting responsibly toward the local
community, employees, suppliers, and customers and their needs has long been a priority
of small enterprises, whose community engagement efforts may never be as publicly
visible as those of MNEs, but they still do play an instrumental role in the success of
communities (Cresanti, 2019; Spence, 2016). Thus, SMEs are important drivers of
inclusive and green growth, and they are proposed to be able to contribute to each SDG
(UNDESA, 2020). SMEs may play a central role in addressing the most “economic”
SDGs by promoting inclusive and sustainable economic growth, employment, and decent
work for all (SDG 8); contributing to industrialization and fostering innovation (SDG 9)
and reducing income inequalities by providing quality jobs (SDG 10) (Kamal-Chaoui,
2017).

SMESs’ responsibility should be examined differently from that of large firms (Russo &
Perrini, 2010), meaning the existing research conducted with MNEs is not generalizable
for SMEs. The differences are visible in forms of ownership and control, governance and
reporting, the nature of transactions, and power structures, with small companies tending
to be less public, formal, contractual, and hierarchical compared to their larger
counterparts, also regarding business responsibility (Perrini et al., 2007). SMEs are often
challenged by a lack of human or financial capital, lacking economies of scale, and facing
less public pressure to engage in responsibility (Jenkins, 2004). Nevertheless, SMEs
integrate responsibility more successfully than MNEs because they “walk the walk™ in
responsibility engagement but lack the means to effectively communicate about it
(Baumann-Pauly et al., 2013; Wickert et al., 2016).

Prior research on SME business responsibility has focused both on internal and external
factors affecting it. From 2010, there has been a considerable increase in research articles
in the field of small business responsibility (Maldonado-Erazo et al., 2020; Soundararajan
et al., 2018). Fassin, Van Rossem, and Buelens (2011) explored entrepreneurs’
personalities concerning responsible strategy adoption, while Jenkins (2006, 2009)
showed that SME responsibility is likely to be affected by business networks. Moreover,
legal, industrial, sociocultural institutions, as well as market forces, affect the ethical
behavior of SMEs (Cambra-Fierro et al., 2008). Various types of socially responsible
management practices concerning different interest groups may enhance the firm's
competitive strengths not only for large corporations but also for SMEs (Hammann et al.,
2009). Studies have called for a greater exploration in the form of multilevel research of
the prerequisites for engaging in responsibility (Soundararajan et al., 2018). Studies have
also called for research linking SME responsibility with its actual outcomes (Aguinis &
Glavas, 2012). However, research has overlooked the importance of SMEs’ international
operations along with external institutional factors as well as internal organizational ones.
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A study by Nejati and Amran (2013) showed that Malaysian SMEs most commonly refer
to their business responsibility actions as “responsible business practice” (RBP),
preferring it over “CSR.” Other studies of SME responsibility also use this terminology
(e.g. Hammann, Habisch and Pechlaner, 2009; Moore, Slack and Gibbon, 2009; Ryan,
O’Malley and O’Dwyer, 2010; Hasan, 2016; Chakraborti and Mishra, 2018). Thus, in this
dissertation, “RBP” refers to the practices related to responsibility, both social and
environmental, among SMEs. Figure 1 presents the theoretical positioning of the
dissertation within the literature. It depicts the relationships between the research on
SMEs, CSR, and IB.

Figure 1 Theoretical positioning of the dissertation

To sum up, this dissertation tackles the research gap concerning RBPs in internationalized
SMEs, which is marked with a star in Figure 1. This gap is located at the crossroads of
research on business responsibility in SMEs (Lund-Thomsen et al., 2014; Morsing &
Spence, 2019; Soundararajan et al., 2018; Spence, 1999, 2016), CSR in MNEs (Kolk,
2005, 2016; Kolk et al., 2019; Kolk & van Tulder, 2006; Muller & Kolk, 2010; Pisani et
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al., 2019) and IE (Bell & Loane, 2010; Coviello & McAuley, 1999; Jones et al., 2011;
Oviatt & Mcdougall-Covin, 2005). Therefore, by building on the research from these
three areas, this dissertation is positioned to shed further light on the role, antecedents,
and outcomes of RBP implementation in internationalized SMEs.

1.2 Research objective and questions

This study aims to provide a better understanding of engagement in RBPs along with the
SME internationalization, and the role of the various organizational and institutional-level
factors in this. The main research question guiding this study is as follows:

RQ: What is the role of responsible business practices in internationalized SMES?

To address this central research question, three sub-questions are posed. The first one is
as follows:

RQ1: What are the main theoretical and methodological underpinnings of the
internationalization and business responsibility research on SMEs?

This sub-question is addressed through a literature review (Publication I), which serves
as a starting point for this dissertation. First, this systematic literature review describes
separately the streams of research on SME internationalization and on SME business
responsibility. Then, it compares the two streams to identify differences and similarities
and, finally, provides the agenda for future research on the dissertation topic — the
crossroads of these research steams. Following the findings of this literature review, the
next sub-question is posed:

RQ2: What are the antecedents and outcomes of RBPs in internationalized SMEs?

To address this sub-question, Publications 11 and 111 explore the relationships between the
antecedents in the form of dynamic capabilities and performance outcomes on the
organizational level. The exploration is carried out through a quantitative inquiry on the
sample of data from Finnish SMEs. Publication 1l compares domestic and
internationalized SME:s to test for differences in the effects between the two. Publication
111 only analyses the internationalized SMEs.

To further explore the findings of these publications and account for possible differences
in the effects between the SMEs from different countries and from a different institutional
context, the final sub-question is asked:

RQ3: How does the institutional context interact with RBPs in internationalized SMEs?

Publication IV explores the RBPs through qualitative interviews with the four dyads of
partnering SMEs in Finland and Russia. The exploration in a different institutional
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context aims to compare and reveal the possible differences in RBPs and international
business conduct between the partners from different countries.

As a result, this dissertation, which consists of four publications (see Table 2), aims for a
twofold contribution. First, it seeks to provide new research insights, since this topic is
still new and underexplored. Second, this work provides practical guidance and assistance
for SME management as they navigate the demanding yet rewarding terrain of
responsible international business conduct.

1.3 Definitions of the key concepts

It is first necessary to define the key concepts appearing in this dissertation. Table 1
summarizes the terminology used in the publications included in this dissertation and
serves as a glossary for the reader.

Table 1 Key concepts of the dissertation

Publication | Concept Definition Source
i, 1, 1v | SME enterprises that employ fewer than 250 | European
persons and have either an annual Commission
turnover not exceeding EUR 50 million | (2015)
or an annual balance sheet total not
exceeding EUR 43 million
I, i, v Internationalization | the process of increasing involvement Welch and
in international operations Luostarinen
(1988)
L LIV RBP practices related to social responsibility | Own
and environmental responsibility interpretation,
Ryan,
O’Malley and
O’Dwyer
(2010)
I, 1l CSR the responsibility of enterprises for their | European
impacts on society Commission’s
(2011)
I, 1l Dynamic the ability to integrate, build, and Teece, Pisano
capability reconfigure internal and external and Shuen
competencies to address rapidly (1997)
changing environments
v Social i) philanthropic and voluntary work; ii) Larran Jorge

responsibility

internal activities focused on improving
working conditions; iii) transparency of
policies undertaken by the company; iv)
communications practices aimed at
raising internal and external awareness;
V) activities with customers; and vi)
activities within the supply chain

et al. (2016)
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v Environmental practices focused on waste Larran Jorge
responsibility management, environment protection et al. (2016)
measures (including the
recovery/recycling of packaging and/or
material), the reduction of water and
noise pollution, related business
innovation and obtaining of
environmental certifications (e.g., ISO
14001 and EMAS)

v Institutions rules of the game in a society North (1990)
1 Network the ability of firms to develop and Ritter,
competence manage relations with key partnersina | Wilkinson
network, such as suppliers, customers, and Johnston
and other organizations, and to deal (2002)

effectively with the interactions among
these relations
11 Market-sensing a firm’s ability to learn about its market | Day (1994)
capability environment, be aware of a change in it,
and use this knowledge in a way to
guide its marketing actions

1.4 Outline of the study

This dissertation is presented in two parts; the first part provides an overview of the
research and comprises five chapters. The first chapter introduces the background of the
research and describes its objectives and structure. The second chapter is devoted to the
theoretical background. The third chapter describes the research methodology, approach
and design, research methods, data collection, and data analysis process as well as
discusses the study’s trustworthiness criteria. The fourth chapter provides a summary of
research publications included in this dissertation (see Table 2) and a synthesis of their
results. The final chapter discusses the dissertation’s results and conclusions, elaborating
on the research’s theoretical contributions, managerial implications, limitations, and
suggestions for further research. The second part of the dissertation presents the results
in the form of four publications, each addressing one of the study research sub-questions.
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Table 2 Dissertation publications
Publication | Publication 11 Publication 111 Publication IV

Title Internationalization | Corporate CSR-driven The Role of
and Responsible Social Entrepreneurial Responsible
Business Practices | Responsibility Internationalization: | Business
in SMEs: A in SMEs: Evidence of Firm- | Practices in
Systematic Review | Implication on Specific International
and Future Competitive Advantages in Business
Research Agenda Performance International Relationships

Performance of Between SMEs

SMEs from Developed
and Emerging
Economies

Research | What are the main | What is the role | What is the role of | How does the

questions | characteristics, the | of network- market-related institutional
core definitions, related dynamic | dynamic context of
and the methods of | capabilitiesand | capabilities on developed and
each research RBPs in SMEs? | RBPs in emerging
stream as presented | What impact do | internationalized economies
in the leading RBPs have on SMEs? What interact with the
journals? What are | SMES’ impact do RBPsin | RBPs in
the theoretical competitive internationalized internationalized
underpinnings and | performance? SMEs have on SMEs? (RQ3)
core themes in (RQ2a) international
these research performance?
streams? (RQ1) (RQ2b)

Obijective | To analyze existing | To analyze the | To analyze the To explore the
research on SME preceding preceding factors differences and
internationalization | factors and and outcomes of interconnections
and RBPs in SMEs | outcomes of RBPs in of RBPs in
to provide the RBPs in SMEs | internationalized partnering SME
future research and to follow SMEs. dyads from
agenda on the the differences developed and
intersection of in the effects emerging
these streams. between economies and

internationalized implications for
and domestic their business
SMEs. relationships.

Methods | Systematic Quantitative Quantitative study | Qualitative
literature review study study

Data Research articles in | Survey of 141 Survey of 85 SMEs | Interviews with
leading IB and CSR | SMEs from from Finland four SMEs from
academic journals | Finland Finland, and
between four SMEs and
1998 and 2018 (N three large

279).

companies from
Russia
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2 Conceptual and theoretical background

This chapter provides an overview of the theoretical background of this dissertation.
Focusing on the crossroads of SME internationalization and SME business responsibility
research, this dissertation includes a few different theoretical perspectives, which points
of departure are presented here. The section finishes with the ex-ante theoretical
framework of this study.

2.1 Internationalization theories and international entrepreneurship

The development of international business theories was based on MNE
internationalization through foreign direct investment (FDI). The first theory was the
internalization model (Buckley & Casson, 1976), in which MNE is seen as an enterprise
that owns and controls activities in different countries. The process of internalization of
production factors abroad leads to a decrease in transaction costs and allows control over
crucial production assets. Another MNE-related theory is the eclectic paradigm, or OLI
model, which understands internationalization as the natural process of adaptation and
organizational development. This development is based on a combination of available
advantages: ownership advantages (O), location advantages (L), and internalization
advantages (1).

As opposed to FDI-based modes of internationalization of large firms, the Uppsala
internationalization process model, also known as the Uppsala model, considers the
internationalization of firms originating from countries with a small domestic market
(Johanson & Vahlne, 1977; Johanson & Wiedersheim-Paul, 1975). The
internationalization process in this model is seen as a gradual or a stage process consisting
of four phases with a gradual increase of involvement in international operations: 1)
having no regular export activities; 2) exporting via independent representatives; 3)
having own sales subsidiary; and 4) having own production facility (Johanson &
Wiedersheim-Paul, 1975). Theoretically, this model seeks to explain the international
expansion through the behavioral theory of the firm (Cyert & March, 1963), while
empirically, it is based on the internationalization paths of Swedish manufacturing firms
Volvo, Atlas Copco, Facit, and Sandvik. This model’s core is the concepts of psychic
distance between the countries and the size of the destination market, which guide the
stepwise principle of international development and emphasize learning and acquiring
knowledge based on previous experience.

Another stream of theoretical development is the network approach to internationalization
(Johanson & Mattsson, 1988). This approach is based on industrial marketing and
purchasing (IMP group) research (e.g., Hakansson, 1982; Hakansson and Shenota, 1995;
Hakansson and Ford, 2002), which is empirically applied to the industrial markets’
customer-supplier relationships. The underlining assumptions of this approach rest on the
idea that the company is embedded in a network of direct and indirect relationships with
customers, suppliers, distributors, and other network actors. Establishing exchange
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relationships with other companies takes time, effort, and resources to develop, but they,
in turn, provide the company with access to external resources and markets. Thus, in this
view, international expansion through the networks including international extension,
penetration, and international integration depends on the existing company networks and
a position within it, rather than on market choice and psychic distance (Johanson &
Mattsson, 1988). The interconnectedness of actors and network logic was further
embedded into the revisited Uppsala model, along with the importance of trust building
and knowledge creation (Johanson & Vahlne, 2009). In the same study, the authors
questioned their earlier assumption (Johanson & Vahlne, 1990) that the Uppsala model is
more applicable to small firms than large ones. Indeed, none of the earlier
internationalization models specifically consider the specificities of small firms and
SMEs.

In 1989, a study by Patricia McDougall (1989) highlighted the differences between firms
competing domestically and those also choosing to enter international markets. Then,
studies from the 1990s paid more attention to companies that leapfrog some of the stages
of internationalization and rapidly expanded across international borders from their
inception. Such companies were called international new ventures (INV) and were
defined as “a business organization that, from inception, seeks to derive significant
competitive advantages from the use of resources and the sale of outputs in multiple
countries” (Oviatt and McDougall, 1994, p.49). The studied companies were primarily
small companies from the information technology industry, which allowed them to
expand internationally rapidly without substantial FDI. Nevertheless, INV studies
(McDougall, 1989; Oviatt & McDougall, 1994) at the crossroads of international
business, entrepreneurship, and strategic management theory provide a basis to examine
the different types of young and small companies and the ways they internationalize,
which forms the research field of international entrepreneurship (IE). This novel and
complementary perspective, which bridges 1B and entrepreneurship, can be defined as
“the discovery, enactment, evaluation, and exploitation of opportunities—across national
borders—to create future goods and services” (Oviatt and McDougall, 2005, p.540).

Even though IE studies small entrepreneurial firms and start-ups more than the previous
theories do, INV internationalization studies focus on speed rather than a company's size
(Oviatt & McDougall, 1994). Later studies examine specifically SME internationalization
(Bell, 1995; Coviello & Munro, 1997) and the differences in their internationalization
paths, distinguishing between traditional, born global, and born-again global types (Bell
et al., 2003).

In this dissertation, internationalization is defined as “the process of increasing
involvement in international operations” (Welch and Luostarinen, 1988, p. 36), and SME
internationalization is considered from the point of view of entrepreneurial
internationalization, which can be defined as the “entrepreneurship that crosses national
borders” (Jones, Coviello and Tang, 2011, p.635).
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2.2 Business responsibility

This study utilizes the term responsible business practice (RBP) to refer to the SME
business responsibility. However, the literature related to RBP is set within the broader
research stream on CSR.

Examples of business responsibility in the form of CSR, as a practice, has a long history
back to miners’ guilds in medieval Germany in the form of religious fraternities and
secular mutual aid societies (Hielscher and Husted, 2020). Over the last few decades,
responsible business conduct has gained significant traction among companies and
academics through the agents, institutions, mechanisms, and discourse that support and
diffuse CSR norms. Academic thought regarding the concept of CSR developed gradually
in the second half of the twentieth century, starting with Howard Bowen and his book
The Social Responsibilities of the Businessman (Bowen, 1953), in which he describes
these responsibilities as “obligations to pursue policies, to make decisions, or to follow
lines of actions desirable in terms of objectives and values of society” (Bowen, 1953,
p.6). Starting from the 1960s, four social movements focusing on civil rights, the
environment, consumers’ as well as women’s rights have urged businesses to deliver on
these issues while delivering to the shareholders a standard return on their investments
(Carroll & Brown, 2018). These four areas later transformed into the legal mandates of
the CSR field.

There have also been several developments in business responsibility thinking. For
example, in the 1979 foundational article, Carroll (1979) defined CSR in terms of four
responsibility categories: 1) economic, to produce goods and services and to sell them for
profit; 2) legal, to follow the law; 3) ethical, to do what is correct and expected by the
society, beyond the legal requirements; and 4) volitional, to contribute to various kinds
of social, educational, recreational, or cultural purposes in the form of philanthropy,
beyond societal expectations. Another widely accepted framework is the triple bottom
line, which was advanced by Elkington (1997) and includes economic prosperity, social
justice, and environmental quality.

Further developments include Edward Freeman’s notion of stakeholders — the specific
groups that businesses should consider in their operations, such as suppliers, customers,
employees, communities, managers, and shareholders (Freeman, 1984). Stakeholder
theory has at its core an assumption that values are a necessary part of doing business,
and managers and entrepreneurs must take into account the legitimate interests of those
groups and individuals who can affect (or be affected by) a company’s activities
(Freeman, 1994). Thus, the focus of stakeholder theory can be expressed in two core
questions: 1) what is the company's purpose? and 2) what responsibility does management
have to stakeholders? The first question asks managers to express a shared sense of the
value they create and what brings company’s core stakeholders together. The second one
encourages managers to articulate the kinds of relationships they want and need to create
with their stakeholders in order to deliver value to them.
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Stakeholder theory rejects the separation thesis, which assumes that ethics and economics
can be neatly and sharply separated (Freeman, 1994). Indeed, Porter and Kramer (2006)
have recently discussed the need to tie CSR to corporate strategy and core competences,
suggesting that CSR will enhance performance when conceptualized and implemented
appropriately. In this view, the bonding between company strategy and CSR could be
done through inside-out and outside-in linkages and primarily concern large corporations.
Corporations have been increasingly viewed as a significant cause of social,
environmental, and economic problems, as large MNESs are often perceived to prosper at
the expense of the larger community (Porter & Kramer, 2011). Because corporations
often face significant public scrutiny, no surprise that the CSR narrative is primarily
situated in the context of large corporations.

However, starting in the 1990s, the traditional focus of ethics and responsibility, which
previously only concerned large companies, was challenged in the US and Europe, and
the amount of research done on this topic started to rise (Spence, 1999; Thompson &
Smith, 1991). A quick search in Scopus for the keywords "CSR," "social responsibility,"
“environmental responsibility,” and "SME," "small business," and "small enterprise"
yielded 823 results in April 2021. In the period from before the 2000s, zero to four articles
a year were published, but in 2020 only, 97 articles were published. The amount of
research noticeably started to increase in 2006, when a special issue called “SMEs and
CSR: identifying the knowledge gaps” was published in the Journal of Business Ethics,
which followed by a widening of focus from researching only ethics to examining the
overall responsibility of SMEs (Moore & Spence, 2006; Spence, 2007).

Researchers have called for the CSR concept be adapted for SMEs (Maldonado-Erazo et
al., 2020). Moore and Spence (2006) argue that CSR does not capture the more practical
approach exercised by SMEs and several researchers have discussed the lack of a
conceptual connection between the terms “CSR” and “small businesses” (Murillo &
Lozano, 2006) with some suggesting using the term “small business social responsibility”
instead (e.g., van Auken and Ireland, 1982; Spence, 2016; Soundararajan, Jamali and
Spence, 2018). However, this term too, is not exhaustive or inclusive enough to also
include environmental responsibility.

Then, the OECD has offered its alternative — responsible business conduct (RBC), a
concept that has a definition different from that of CSR. In turn, the European
Commission has said that SMES “may not know or use the term 'CSR' or 'RBC," but
through their close relations with employees, the local community, and their business
partners, they often have a naturally responsible approach to business, <...> informal
and intuitive” (European Commission, 2021). Indeed, Jenkins (2006) has revealed that
SMEs are generally uncomfortable using the term “CSR” as applied to their actions.
Sweeney (2007) has also shown that Irish SMEs describe the term as being “grandiose,”
“daunting,” or “confusing,” particularly with the word “corporate” alienating small firms.
Since SMEs have different motivations than large corporations for engagement and
methods for operationalizing their responsibility, researchers have suggested the term
“RBP” to be more suitable than others (Ryan et al., 2010). RBP has been widely used
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among SMEs in some countries (Nejati & Amran, 2013) and applied to several SME
responsibility studies (e.g. Hammann, Habisch and Pechlaner, 2009; Moore, Slack and
Gibbon, 2009; Ryan, O’Malley and O’Dwyer, 2010; Hasan, 2016; Chakraborti and
Mishra, 2018). Hence, this dissertation also uses RBP, because it captures the concrete
actions performed by SMEs to address their social and environmental responsibilities.

2.3 Dynamic capabilities

In 1959, Edith Penrose (Penrose, 1959) suggested that the returns earned by firms could
largely be attributed to the resources they held. This view was developed further by
strategic management research, with subsequent studies suggesting a strategic factor
market for the creation of competitive advantage (Barney, 1986). These views form the
basis for the resource-based view (RBV), which assumes that resources are heterogeneous
and that these idiosyncratic resources lead to value creation, regardless of market
conditions. According to RBV, companies possess unique resources and capabilities that
constitute the foundation for competitive advantage (Wernerfelt, 1984). Both resources
and capabilities — which are defined by Day (1994, p. 38) as “complex bundles of skills
and collective learning, exercised through organizational processes that ensure superior
coordination of functional activities” — should be rare, valuable, inimitable, and
heterogeneously distributed across firms. Differences in these capabilities among firms
should persist over time.

However, this view has been criticized for its static nature and its struggle to explain the
competitive advantage of firms operating in unpredictably changing environments, such
as international markets. In this situation, timely responsiveness, rapid and flexible
product innovation, and effective coordination and redeployment of internal and external
competencies are needed and exhibited by a particular type of capabilities — dynamic
ones (Teece & Pisano, 1994). Dynamic capabilities (DC) have been defined by Teece,
Pisano and Shuen (1997, p.516) as “the ability to integrate, build, and reconfigure
internal and external competencies to address rapidly changing environments.” DCs
viewed as an extension of RBV has attracted significant research interest over the past
decade, which has undermined the need to adapt and change in the face of shifting market
requirements (Teece et al., 1997). Furthermore, Eisenhardt and Martin (2000, p. 1107)
suggests that DC are a set of specific and identifiable processes (routines), such as product
development, strategic decisions, and alliancing; they further define them as “the firm'’s
processes that use resources — specifically the processes to integrate, reconfigure, gain
and release resources — to match and even create market change.” The DC process may
also be exhibited in knowledge accumulation, integration, utilization, and transformation,
as proposed in the review of DC research by Taina Eriksson (Eriksson, 2014).

The intangible assets, specific competencies, and DCs allow the entrepreneurial firms to
cope with their resource scarcity, sustain their activities longer, and survive longer than
larger competitors. DCs have been linked with entrepreneurial action and can be classified
into three clusters of activities: (1) identification and assessment of an opportunity
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(sensing); (2) mobilization of resources to address an opportunity and to capture value
from doing so (seizing); and (3) continued renewal (transforming) (Teece, 2012). Thus,
DCs result in a dynamic view and stress the entrepreneurial nature of competitive
advantage creation.

In international business research, Luo (2000) has suggested a perspective featuring three
ingredients of DC. The first one, capability possession, is critical to gaining competitive
advantages and determining organizational strategies to exploit them. The second one,
capability deployment, is crucial to mitigating the disadvantages of foreignness and
taking advantage of emerging opportunities, whereas the third one, capability upgrading
or dynamic learning, is essential for developing sustainable advantages and creating new
resources. In IE, a company’s DCs can be created through the dynamic managerial
capabilities and actions that lead to international opportunity identification and
subsequent international firm growth (Andersson & Evers, 2015). Weerawardena et al.
(2007) argue that four DCs influence the speed, scope, and extent of internationalization:
(1) a market-focused learning capability; (2) a marketing capability (regarding market
access and positioning); (3) an internally focused learning capability; and (4) a
networking capability.

As applied to SME internationalization research, sensing, seizing, and transforming
activities show that managers can intentionally develop learning and diversification
capabilities through strategic decision-making and reflective learning (Tallott & Hilliard,
2016). DCs serve the internationalization of SMEs by facilitating knowledge acquisition
about international markets (Armario et al., 2008; Loane & Bell, 2006; Pinho & Prange,
2016).

In SME responsibility research, DCs are less studied, but some evidence suggests they
affect a company’s ethical performance (Arend, 2013) and moderate customer pressure
to adopt RBPs (Choi et al., 2019).

2.4 Institutions

The institutional theory posits that companies operate in constant interaction with the
institutional environment, which affects their strategic decisions. As represented by the
economist Douglass North in his seminal book Institutions, Institutional Change and
Economic Performance (North, 1990), the theory focuses on how political, social, and
economic systems shape social and organizational behavior. Institutions are defined as
“the humanly devised constraints that shape human interaction” (North, 1990, p.3). This
dissertation uses a broader definition of institutions: “rules of the game in a society”
(Ibid.).

In 1995, the sociologist William Richard Scott suggested that institutions comprise
“regulative, normative, and cultural-cognitive elements that, together with associated
activities and resources, provide stability and meaning to social life” (Scott, 2013, p.56).
Thus, an individual country’s institutional context consists of three dimensions or three
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pillars of institutions: normative (the system of values in society), regulatory (the state
policy concerning business), and cognitive (knowledge and skills shared in the
community) (Scott, 1995). Institutions may be influenced by formal factors, such as
institutional rules and norms and informal factors, such as social norms, beliefs, and
values (Ibid.). Institutions may be exhibited in a macro-social environment formed by
regulatory pressure from agencies, laws, courts, professional associations, and interest
groups or in inter-organizational relationships with suppliers, customers, and
competitors (Zucker, 1987). Thus, institutions are present at different societal levels:
organizational, national, and supra-national, such as the EU level.

In IB research, institutions are thought of as a variable that influences a company’s
international activity (Zucchella & Magnani, 2016). The three pillars of institutions are
used to describe how country-specific institutions influence domestic business activities.
A country institutional profile, as suggested by Kostova (1997), is also adopted in
entrepreneurship research to identify differences in entrepreneurship levels among
nations (Busenitz et al., 2000).

In business responsibility research, the institutional theory of CSR, as suggested by
Campbell (2007), consists of a series of propositions specifying the conditions under
which corporations are likely to behave responsibly with institutional conditions, such as
regulations, norms, presence of independent monitoring organizations, appropriate
corporate behavior, and organized dialogue with stakeholders serving as mediators.
Brammer, Jackson and Matten (2012) notice a strange avoidance of institutional theory
in CSR research and suggest understanding CSR as an institution of broader societal
governance.

Studies of SME internationalization apply Scott’s framework and demonstrate that SMEs
are sensitive to their home country's institutional environment. Institutions are necessary
for SME internationalization (Torkkeli et al., 2019). Specifically, the institutional
environment influences an SME and its individual entrepreneurs’ decision to pursue
internationalization (Garcia-Cabrera et al., 2016), while further international growth
depends on the normative institutional environment, with favorable societal attitudes as
the decisive factor (Volchek et al., 2013). Countries with a more substantial institutional
pressure enable SMEs to internationalize more rapidly and aggressively because
exporting is intensified by weak informal institutions, whereas weak formal institutions
may hinder this process (Cheng & Yu, 2008; Manolopoulos et al., 2018).

In SME responsibility research, the institutional environment is primarily linked to
managerial attitudes regarding environmental responsibility (Cambra-Fierro et al., 2008;
Famiola & Wulansari, 2019; Roxas & Coetzer, 2012; Spence et al., 2000), responsibility
practices (Carrigan et al., 2017), and operating in the context of developing countries,
where SMEs address some institutional gaps by practicing responsibility (Amaeshi et al.,
2016; Jamali, Lund-Thomsen, & Khara, 2017).
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2.5 The theoretical framework of the study

The crossroads of international operations and pursuing responsibility are in part
addressed by international social entrepreneurship (e.g., Veronica et al., 2019; Larsen and
Hannibal, 2021) and international ecopreneurship (e.g., Galkina and Hultman, 2016;
Zolfaghari Ejlal Manesh and Rialp-Criado, 2019; Galkina, 2021) studies. However, these
two streams of research are focused on the companies that, as their core mission, prioritize
social or environmental outcomes over financial profit, striving for the blended value
(Emerson, 2003). Moreover, in these studies the research unit is independent of the
companies’ size.

SMEs constitute more than 90% of all businesses and provide more than 50% of
employment worldwide (The World Bank, 2021). Small businesses globally are defined
in several ways, as no universal definition exists. The multifaceted definitions employ a
diverse range of indicators, such as the number of employees, investment capital, total
assets, and sales volume, which makes a comparison between countries difficult.
However, the common feature is that such firms are private and driven by profit
maximization. In this dissertation, SMEs are “enterprises which employ fewer than 250
persons; and have either an annual turnover not exceeding EUR 50 million or an annual
balance sheet total not exceeding EUR 43 million” (European Commission, 2015, p.10).
To sum up, this dissertation studies for-profit companies, or traditional business firms
(Zahra et al., 2014), of small and medium size involved in international activities and
acting responsibly toward society or the natural environment in their business to a varying
extent.

The entrepreneurial firm can be viewed as “a dynamic, complex, and adaptive organism
constrained by its capabilities and resources, and conditioned by the environment in
which it is embedded” (Etemad, Gurau and Dana, 2021, p.6). Figure 2 reflects this view
and demonstrates the embeddedness of SMEs at different levels. At the organizational
level, the company is seen as an instrument for the owner-manager to pursue international
opportunities (Etemad et al., 2021).
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Institutional
context

Market and
business
network

Figure 2 SME embeddedness

At the meso-level, there is a marketplace — a specific geographical and institutional
context, which contains other market players, including the company’s domestic and
global business network partners. Marketplaces are dynamic; thus, the firm’s ability to
strategize dynamically through reconfiguring available resources is critical. Hence, from
a DC perspective, to manage and expand the relationships at this level and to
internationalize, SMEs should possess DCs related to the market and networks
(Weerawardena et al., 2007). The market capabilities of SMEs serve as a mechanism for
superior market knowledge deployment and are crucial to determining a firm’s
competitive positioning. Market-oriented capabilities positively impact SME
internationalization by facilitating knowledge acquisition about foreign markets (Armario
et al., 2008).

DCs related to networks play a central role in successful internationalization by
developing SMEs’ knowledge of international markets, which will improve their
international competitiveness and advance the nature of their offering (Loane & Bell,
2006) or will mediate their institutional impact (Torkkeli et al., 2019). DCs are also
central for SMEs to adopt proactive business responsibility practices through managing
specific external relationships and accessing specialized resources and information
(Torugsa et al., 2012).

At the macro-level and from the institutional theory point of view, SMEs are embedded
into the institutional context of their home country and within the broader macroeconomic
environment, which is shaped and influenced by global technological, regulatory, and
political forces. Well-developed domestic regulatory institutions, such as laws,
regulations, and government policies that promote some behaviors and restrict others, can
incentivize international expansion as well as responsible business conduct. Thus,
institutions may both enhance the initiatives of SMEs and hinder them. The extent of
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support or constraints from institutions is expected to vary between developed and
emerging economies, as demonstrated in a study about the internationalization of SMEs
in the UK and Egypt (Narooz & Child, 2017). Another study that compares the
responsibility of SMEs in developed and emerging economies has demonstrated that a
rule-based governance system in France makes SMEs regard responsibility as an
economic tool, encouraging their opportunity-seeking behavior abroad, whereas under
the Moroccan relationship-based governance system, responsibility is considered as a
constraint-reducing activity (El Baz et al., 2016)

Prior IB research predominantly focuses on developed countries as sample companies’
home markets (Kiss et al., 2012), as does SME business responsibility research, which
focuses on Western developed economies (Soundararajan et al., 2018). However, the
global focus on the processes and consequences of international operations and
responsibility ~ should  be  researched in  different  economic  types
(developed/underdeveloped or emerging/advanced) (Zahra, Newey and Li, 2014).

All the above-described levels are highly interconnected with stakeholders and factors at
the meso and macro levels, which influence both the SMEs’ international operations and
business responsibility. They thus serve as sources of antecedents of the firm-level
processes, leading to specific firm-level outcomes as presented in the ex-ante theoretical
framework of this dissertation (see Figure 3).

ANTECEDENTS PROCESS OUTCOMES
Internal factors International
* Dynamic network and operations
market capabilities
(PII, PIII) Responsible Business N
:> Practice ——1 SME performance
External factors « social (PII, PIII)
* Institutional context of  environmental
developed and
emerging economies (PII, PIII, PIV)
(PI1V)

Figure 3 Theoretical framework of the dissertation (Note: Publication I (PI); Publication 1l (PII);
Publication 11 (P11); Publication IV (PIV)).

The ex-ante theoretical framework implies that the internal and external factors have a
specific effect on the possession of different RBPs and the international operations of
SMEs, which, in turn, have a particular outcome on SME performance.
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3 Research methodology

This section presents the dissertation's research design, including a description of its
research paradigm, research process, and methodological choices. This dissertation uses
several methods, including quantitative and qualitative ones. Specifically, Publication |
is a literature review, Publication Il and 111 employ principal component analysis and
linear regression modeling on a set of empirical data from Finnish SMEs, and Publication
IV uses multiple-case studies and content analyses. Thus, the dissertation, as a whole,
constitutes a mixed-method study.

3.1 Research approach and design

As shown in Figure 4, this dissertation starts with a preliminary literature scan to identify
the research gaps and formulate the research questions. Then, the literature review is
conducted, and its findings lead to two quantitative studies and a qualitative one.

Preliminary literature
scan

Research gap and

questions
Methodology
RQ1 RQ2 RQ3
\4
Literature review Quantitative studies Qualitative study
Publication I Publication II and IIT Publication IV
279 journal articles Survey of 141 Finnish SMEs Interviews with 11 firms
(2018) (2014) (2018)

—_ =

Findings and
implications

Figure 4 Research design of the dissertation

The primary reason for using a mixed-method strategy in this dissertation is that it
provides a holistic perspective on a research problem. Commonly, the mixing of methods
happens when different methodologies are sequentially used at different research stages,
thus, one study informs the other, with each conducted with a different research method
(Jennings, 2005). Quantitative and qualitative methods have different features, which are
often opposed to one another, as described in Table 3.
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Table 3 Comparison of quantitative and qualitative methodologies (adapted from Jennings
[2005])

Descriptors Quantitative Qualitative

Paradigm Hypothetico-deductive, Holistic-inductive, constructivism
postpositivism

Ontological Based on causal relationships | llluminating multiple realities

perspective
Nature of reality Hypotheses, a priori theories | Grounded in real-world business

determined by and business-related contexts
Epistemological Objective Subjective
stance
Purpose Explaining Understanding and interpreting
Research position Outsider, etic Insider, emic
Nature of research | Structured, replicable Emergent/developmental, content
design specific
Sampling Probabilistically determined Nonprobabilistically determined
Analysis Mathematical and statistically | Emblematic themes
determined
Report style Scientific report Narrative text
Outcomes Generalizable to the population | Case specific; may be generalized
of interest to other similar cases

Each method has its strengths and weaknesses, but the main differences between the
methods are visible in the paradigms in which they are grounded. Coined by Kuhn (1962)
in his book The Structure of Scientific Revolutions, the term “paradigm” refers to the
shared beliefs and values of a scientific community regarding the nature of reality and
knowledge. Each of the paradigms contains the following elements: epistemology (what
can be known about reality), ontology (what is knowledge), axiology (what values and
morals go into knowledge about reality), rhetoric (how researchers write about reality),
and methodology (the process for studying reality) (Creswell, 2003).

The research paradigms in social sciences can be placed on a continuum ranging from
postpositivism on the one side to constructivism on the other. The former uses
quantitative methods, while the latter uses qualitative ones, as seen in Table 3. The
diametrical differences, or “incommensurability,” as noted by Kuhn, of these paradigms,
highlight the existing contrast and dualism in research, which is exhibited in
realism/idealism worldviews or deductive/inductive research approaches. However, this
dissertation does not purely follow one philosophical stance; instead, it aims to combine
the most suitable methods and utilize each’s strengths, thus adopting pragmatism.

As a research paradigm, pragmatism orients itself toward solving practical problems in
the real world (Kaushik & Walsh, 2019). It offers the middle road for the “paradigm wars”
because pragmatism is based on the proposition that researchers should use the
philosophical and methodological approach that works best for the particular research
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problem under investigation (Creswell, 2003; Kaushik & Walsh, 2019; Morgan, 2014;
Tashakkori & Teddlie, 1998). Pragmatism allows the researcher to use multiple methods,
a combination of different worldviews and assumptions, as well as different forms of data
collection and analysis in a mixed methods study (Creswell, 2003).

As a methodological approach to problem-solving, pragmatism aims to identify a socially
situated problem and suggest an appropriate action to address it. This process could be
depicted as an approach to research inquiry consisted of five steps performed by a
researcher: 1) recognizing a situation and defining it as a research problem; 2) reflecting
on the nature of the problem using one’s own beliefs and experience; 3) considering
possible ways to address the research question and the potential research design; 4)
reflecting on the choice of research methods to address the research question; and 5)
conducting the research (Kaushik & Walsh, 2019; Morgan, 2014). However, this step-
by-step process is not merely linear but instead consists of iterations of steps. Thinking
about the research methods, for example, may make the researcher take a step back to
revise the research design, which may further lead to reconsidering the research question.
Such a back-and-forth research logic is called abduction and was also a part of the
research process in this dissertation, reflected in the twofold arrows in Figure 4.
Abductive logic is rooted in pragmatist methodology, which focuses on reflecting on the
problem’s nature and potential solutions as well as the nature of the potential solutions
and consequent actions (Kaushik & Walsh, 2019).

A mixed-method approach is used throughout the dissertation. The individual
publications apply quantitative analysis on quantitative data (Publications Il and 111) and
qualitative analysis on qualitative data (Publication IV). Such a combination of methods
is most common in 1B mixed-method studies and helps validate the findings through
triangulation, giving a more profound and broader description of the studied phenomena
(Hurmerinta-Peltoméki & Nummela, 2006). The choice of methods in this dissertation is
guided by the nature of its research question.

The first publication is a vital part of recognizing the situation and defining it as a research
problem. Remarkably, no research on the role of responsible business practices in
internationalized SME context has been found, and most of the studies consider the
related phenomena only in a developed economy context. Thus, the second research
guestion (RQ2: What are the antecedents and outcomes of RBPs in internationalized
SMES?) is quantitative in nature, as it implies hypothesizing and deductive research logic.
Publications Il and 11l seek answers by collecting survey data from Finnish
internationalized and domestic SMEs and analyzing this data with statistical procedures.
These publications consider the processes in individual SMEs as a central unit of analysis,
thus, conducting the research at the organizational level.

Consequently, once the interconnections and relationships were identified, the
dissertation asked the third research question (RQ3: How does the institutional context of
developed and emerging economies interact with RBPs in internationalized SMEs?). This
research question is explorative and inductive in nature and implies comparing different
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types of economies to see how the found interrelationships hold for another environment.
Moreover, it aims to understand the surprising findings in Publication 111, thus filling this
new research gap. To achieve this, for Publication IV the collection of interview data and
qualitative analysis were performed. This publication considers the institutional context
along SMES’ international operations, thus highlighting an institutional-level perspective.

The results of these four individual publications answer individual research questions but
address the main problem and thus provide a deep and broad overview of the studied
phenomenon — namely, responsible business practices in internationalized SMEs.

3.2 Research methods, data collection, and data analysis

3.2.1 Literature review (Publication I)

A literature review is a crucial steppingstone in any research process, as it analyses the
foundations of research stream(s), identifies existing gaps, strengths, and weaknesses, and
proposes future research opportunities. Publication | aims to review the research stream
on SME internationalization and on SME business responsibility while following a
systematic review methodology (Tranfield et al., 2003). Systematic reviews are known to
“differ from traditional narrative reviews by adopting a replicable, scientific and
transparent process, in other words, a detailed technology, that aims to minimize bias
through exhaustive literature searches of published and unpublished studies and by
providing an audit trail of the reviewers’ decisions, procedures and conclusions”
(Tranfield, Denyer and Smart, 2003, p. 209). They are used among other purposes to
review the current evidence base and suggest directions for future research (Rojon et al.,
2021).

The initial stage of literature review includes an iterative process of definition,
clarification, and refinement. The first step after and scope of the review is to explore
existing literature reviews on international CSR (e.g., Pisani et al., 2017), SME
internationalization (e.g., Ribau, Moreira and Raposo, 2018), and SME business
responsibility (e.g., Vazquez-Carrasco & LOpez-Pérez, 2013) topics to benchmark the
potential journals to include and the data sources to use. As a result, the review identified
eight top-tier IB journals typically included in literature reviews on international business
(Kumar & Kundu, 2004; Trevifio et al., 2010; Tuselmann et al., 2016) and eight journals
specialized in CSR and business ethics covering a broad range of RBP-related themes
(Beets et al., 2016; Egri & Ralston, 2008; Kolk & van Tulder, 2010b).

The next step was a literature search in the identified 16 journals in Scopus, EBSCO, and
Wiley Online databases. The searches were conducted separately for each of the research
streams — namely, 1) SME internationalization and 2) SME business responsibility —
followed similar procedures in each of the iterations. The search procedures and results
are presented in Figure 5.
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Search in titles, abstract and author-sourced keywords

For SME internationalization

SME keywords internationalisation*
SME* OR small business* OR medium | AN For SME Business Responsibility
businesses OR small and medium-sized CSR OR corporate social responsibility OR corporate

responsibility OR sustainab* OR responsib* OR ethics OR
sustainable management OR social management OR social
responsibility OR environmental management OR
ecopreneur®

enterprise® OR small firm OR medium-
sized firm* OR medium firm*

Full texts retrieving

Interim sample
333 articles:

149 from Internationalization
184 from BR

Screening and refining

Final sample
279 articles: Individual assessment

131 from Internationalization and in-depth review
148 from BR

Figure 5 Systematic literature review in Publication |

Only articles written English and published between 1998 and 2018 were included in the
search. Conceptual articles, editorials, commentary, reviews, meta-analyses, historical
cases, articles dealing with family firms, and those not dealing primarily with SMEs but
having them only as part of the sample were excluded. The final sample had 279 articles
with only one article (Martin-Tapia et al., 2010) belonging to both literature streams of
SME internationalization and SME business responsibility.

For the analysis, the two researchers reviewed and analyzed the full text of all the articles
by coding the main parameters of each, including the journal, year of publication, research
method, theories, level of analysis, industries, as well as home and host countries. Next,
the key themes found in articles were pilot coded in a small sample by each reviewer;
then, the coding was compared and discussed to identify potential inconsistencies. The
reviewers discussed the coding variances and then agreed upon further coding methods
with the inter-coder agreement.

3.2.2  Quantitative research (Publications Il and I11)

Publications 11 and 111 seek to understand the interrelations between antecedents in the
form of DCs, RBPs, and outcomes in the form of firm performance in the SME context.
For this purpose, a survey-based study was performed to collect data from
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internationalized and domestic Finnish SMEs (with Publication 1l comparing these two
groups), and then, multiple linear regression and mediation analyses were applied.

Data collection and sampling

For the data collection, a cross-sectional sampling of Finnish SMEs was conducted in
2014. The initial sample consisted of SMEs with between 10 and 250 employees, which
were drawn from the Amadeus online database resulting in 1130 companies. Then, 78
companies were judged non-eligible because the respondents needed to have
independence in strategic decision-making. Consequently, sub-branches and Finnish
subsidiaries of foreign firms were excluded from the study.

The remaining 1052 SMEs were contacted first by phone and then through e-mail
reminders. The data were collected via an online survey instrument, and the questionnaire
was piloted with SME managers from different fields and back-translated by a
professional translator. Out of the total sample, 311 SMEs declined to participate in the
study, with the most common reason being lack of time. Another 306 SMEs were not
reached despite several efforts. Responses were received from 148 SMEs, resulting in a
14% response rate. After clearing data duplicates, since only one filled-in survey per
company was allowed, 141 companies constituted the final sample. The sample is cross-
industrial, including firms from the forest industry, chemical industry, metal industry,
other manufacturing activities, mining and quarrying, energy supply, water supply, waste
management, and construction. The respondents were primarily (84% of all) CEOs or
other higher-level managers.

Publication 11 utilizes the data from the final sample of 141 SMEs and splits the sample
into two subsamples: internationalized SMEs (N = 85) and SMEs with domestic
operations only (N = 56), which are referred to as ISS and DSS, respectively. Publication
111 uses a part of the final sample, including internationalized SMEs only (N = 85), as a
data source. A seven-point Likert scale (1 = “strongly disagree” to 7 = “strongly agree”)
was used to measure the key variables. For all the variables, a principal component factor
analysis using a varimax rotation was performed. The variables’ item wording and the
scales’ psychometric characteristics are listed in Publications II and III and their
appendices.

Dependent variables

Firm performance may be measured in various ways, including financial indicators, such
as the firm’s growth or profitability, and non-financial indicators, such as satisfaction and
goal achievement. Moreover, it can be assessed using objective data obtained from
secondary sources and subjective performance measures that include a subjective
assessment by key informants. The latter has been found to closely reflect the objective
measurements (An et al., 2020). In the empirical part of this thesis, competitive
performance (Publication 1) and international performance (Publication IlI) are
measured using self-reported data from managers. The subjective measures have been
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used previously in organizational and management studies both for competitive
performance (e.g., Johnson, Arya and Mirchandani, 2013; Wu and Chiu, 2015; Mikalef
and Pateli, 2017) and for international performance (e.g., Torkkeli et al., 2012; Pinho and
Prange, 2016).

In Publication 11, a competitive performance was measured by respondents’ subjective
assessment by comparing their own company to direct competitors. A two-dimensional
measure includes five items in total, with three items covering the profitability and two
items of market performance. A single factor captures 58% of the total variation in the
items for ISS and 65% for DSS. In Publication 11, a scale for international performance
was adapted from Nummela, Saarenketo, and Puumalainen (2004) with one item added,
resulting in a seven-item scale that converged on a single factor, which explained 66.8%
of the total variance.

Independent variables

In Publication 11, for the network competence variable, a construct by Ritter, Wilkinson,
and Johnston (2002) is used, divided into two subdimensions. First, the relationship-
specific management tasks cover the maintenance of a single relationship or the dyad.
Factor analysis converged to a single factor, capturing 59% of the total variance in ISS
and 65% in DSS. Second, cross-relational tasks refer to the firm’s ability to develop and
manage the overall business network. The factor analysis converged to a single factor,
capturing 59% (ISS) or 67% (DSS) of the total variance with one item discarded because
of a low fit to the factor, resulting in an eight-item scale.

In Publication I11, market-sensing capability items were conceptualized based on Day's
(1994, 2002) work. These items converged in a single factor, explaining 54.7% of the
total variation with the resulting measure included five items.

Responsible business practices are measured by five items referred to as CSR in
Publication 11 and social responsibility (as part of the RBP construct) in Publication IlI.
The scale was adapted from Turker's (2009) study, and it includes items on societal
responsibility, the natural environment, and future generations. One item on
responsibility to non-governmental organizations was excluded, as typically, SMEs are
not involved in this type of relationship. For RBP, factor analysis converged to a single
factor, capturing 71% of the total variation in the items for ISS and 67% for DSS.

Publication Il also included environmental responsibility as a part of the RBP construct
and is measured by eight self-developed items based on the reviewed environmental
responsibility literature, particularly a study by Menguc and Ozanne (2005). The factor
analysis converged on a single scale for this variable, explaining 52% of the total
variation.

Control variables
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Two control variables used in both Publication Il and 11l are firm age and firm size. In
this dissertation, firm size is measured by the number of employees, and firm age is
measured by the number of years passed since the firm’s establishment. These two control
variables are typically included in IE studies (e.g., Mesquita and Lazzarini, 2009;
Manolova, Manev and Gyoshev, 2010; Eberhard and Craig, 2013; Lofgren, 2014) and
business responsibility studies (e.g. Hoogendoorn et al., 2015; Lépez-Pérez et al., 2017;
Uhlaner et al., 2012).

Data analysis

The hypotheses were tested with hierarchical multiple regression analysis, which is
commonly used for analyzing relationships between a single dependent variable and
several independent variables (Cohen & Cohen, 1983). Regression analysis dominates IE
studies (Coviello & Jones, 2004) and is also used in SME business responsibility studies
(e.g., Adomako and Nguyen, 2020). The variables were entered in the models stepwise,
allowing them to follow the change in the parameters while adding the variables into the
model. First, the linear regressions for control variables were run, and then the
independent variables were added.

In Publication 11, Model 1 outlines the effect of the control variables on RBPs (CSR
variable); for Model 2 the network competence is added. Then, Model 3 outlines the effect
of the control variables on competitive performance; for Model 4 the RBPs are added.
Finally, Model 5 tests the effect of network competence on competitive performance.

In Publication 111, Model 1 and Model 3 test the effect of the control variables on social
responsibility and environmental responsibility, respectively, whereas Model 2 and
Model 4 include market-sensing capability. Model 5 tests the effect of market-sensing
capability, environmental responsibility, social responsibility, and control variables on
international performance.

The next step was to check for mediation because several hypothesized relationships
appeared to be positive. In Publication 1I, RBPs are hypothesized to mediate the
relationship between cross-relational network competence and competitive performance.
In Publication I1l, RBPs are considered mediators in the relationship between market-
sensing capability and international performance. To assess each component of the
proposed mediation models, multiple regression analyses were run. The bootstrapping
method — with bias-corrected confident estimates, a 95% confidence interval of the
indirect effects, and 5,000 bootstrap samples (Preacher & Hayes, 2008) — was applied
in Publications 11 and I1l. The tests confirmed an indirect-only mediation (Zhao et al.,
2010) or “full mediation” in both publications.

Trustworthiness criteria

To increase the reliability of the quantitative studies, the surveys should use multi-item
scales, improve the clarity of survey instructions, and report the constructs' reliability
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(Peter, 1979). In Publications Il and Ill, all measures were the multi-item scales; the
surveys were pre-tested with the Finnish managers to check for clarity, and the reliability
was reported for all measures in the form of Cronbach’s alpha. During the survey’s
design, the predictor and criterion variables were separated from each other, and several
negatively worded items were included in the survey’s questions. The anonymity of the
respondents was ensured in line with Podsakoff et al. (2003).

3.2.3  Qualitative research (Publication 1V)

Qualitative or inductive methods emphasize the emergence of theory from data, as
opposed to deductive, statistically based ones; thus, they are especially helpful for making
progress on grand challenges (Eisenhardt et al., 2016). Given the scarce evidence on
responsible business practices in internationalized SMEs from emerging economies as
well as the need to explain the surprising results of Publication 111, there is clear space for
theory-elaborating research. For this purpose, an explorative research design with a
multiple case study approach (Yin, 1994), in which each SME is a case, was chosen for
Publication IV because it provides opportunities for theoretical replication (Chetty, 1996).
A case study can be defined as “an empirical inquiry that investigates a contemporary
phenomenon within its real-life context, especially when the boundaries between
phenomenon and context are not clearly evident” (Yin, 1994. p.13). Thus, a case study
deals with phenomena that often have hidden interlinkages with the context, including
abstract and intangible elements as well as concrete and tangible ones. Moreover, case
studies are beneficial for studying SME export performance and related decision-making
processes, as they cover “how” and “why” research questions (Chetty, 1996).
Accordingly, since Publication IV aims at answering a “how” question, a case study
approach is deemed appropriate (Yin, 1994).

Data collection and analysis

Data collection was done as a part of a research project with the participating researchers,
who are Russian and Finnish. The research design implied interviewing the owner-
managers of Russian SMEs and Finnish SMEs that have a business relationship across
the border — the dyads. Choosing cases from Finland and Russia provides an attractive
contextual setting for studying the phenomenon because despite sharing a mutual
geographical border, these countries have different institutional contexts (Bogatyreva et
al., 2017) and distinct business cultures (lvanova-Gongne & Torkkeli, 2018).

First, Russian SMEs were approached through the Finnish-Russian Chamber of
Commerce (FRCC), a cross-national body for Finnish-Russian business promotion and
assistance with about 700 member companies in Russia and Finland. To access FRCC
members, an invitation email for an interview was sent through the FRCC email
newsletter; the email described the general aim and topic of the interview. The trade
association members are supposed to have relevant business experience in both countries;
thus, companies’ suitability for this study was ensured. Moreover, contacting the
companies through a known source helped to increase the trust level between researchers
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and respondents and the willingness of the latter to share their opinions and stories
(Johanson, 2011).

SMEs with the following criteria were chosen out of invitation’s respondents: 1) employ
fewer than 250 employees; 2) involved in B2B business activities; and 3) have business
experience with a partner from Finland. Four SMEs fit the set criteria; the four Finnish
partners of these SMEs were then contacted after receiving the referral from their
partners. These companies are involved in manufacturing steel products, ventilation
systems, hospital equipment, and certification services. Among the interviewees, there
were three CEOs, two export directors, a vice-president, a deputy director, and a key
account manager. Moreover, three non-SMEs — expert companies that provide banking,
consulting, and business support — were chosen from the respondents in Russia to extend
the exploration of the phenomenon.

Eleven semi-structured interviews with the chosen respondents were conducted between
June and December 2017 in the native language of the researchers and respondents, either
in Finnish or Russian. The interview guide (Appendix A: Interview guide for Publication
IV) included questions about social responsibility, environmental responsibility, and
international business relations with the Finnish/Russian counterparts. After data
collection, interviews were transcribed and translated to English by the professionals for
further processing. Participating researchers then analyzed the data using qualitative
content analysis by coding the management practices and respondents’ opinions in NVivo
11 software, which allows codes to be assigned to the words, sentences, or paragraphs of
the transcripts. The analysis technique was guided by Miles, Huberman, and Saldana
(2014); the codes were derived from the interview guides and were based on the study’s
theoretical background and then complemented by the codes emerging from the data. The
first-level codes were extensive and required further reduction, which resulted in several
umbrella groups of codes. Then, a cross-firm comparison within and between the country
cases was conducted to identify differences, similarities, patterns, and implications.

Trustworthiness criteria

There are three criteria — reliability, validity, and generalizability — that are believed to
serve as good indicators of the quality of the research but are commonly used for assessing
quantitative research (Miles et al., 2014). For assessing the quality of qualitative research,
the notion of trustworthiness is used. According to Lincoln and Guba (1985),
trustworthiness  criteria include four components: credibility, transferability,
dependability, and confirmability.

The credibility measure concerns how the informants’ opinions and answers are captured
in the data and are represented in analysis and interpretation. In Publication IV, credibility
was addressed in several ways; first, member checks were applied to assure that the
conclusions accurately represented the informants’ ideas and opinions by making them
check the interview transcripts and propose changes if needed. Then, data triangulation
was employed, as several data types were assessed for the research purposes. Third, peer
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debriefing was adopted during the data collection, analysis, and interpretation stages. The
researchers then explored the qualitative data individually before the evaluations were
compared and discussed in a group to arrive at mutual conclusions. Fourth, the publication
has undergone a review process to be published as a book chapter, incorporating the
feedback and opinions of fellow researchers to develop the interpretations and
conclusions.

The transferability measure refers to how the findings can be applied to other contexts by
providing the thick description necessary to enable someone interested in transferring the
study to another setting to conclude about such possibility. Publication IV includes data
from eleven firms, which provide various services, operate in different industries and
originate from two countries. Thus, the results can better be applied to different contexts.

The dependability measures the degree to which the researcher provides information
concerning the research process — including data collection, analysis, and interpretation
— to enable other researchers to replicate the study. In Publication IV and in this
dissertation, a detailed description of the research processes is presented. The interviews
have all been recorded, transcribed, translated, and saved.

The conformability measure concerns the extent to which a transparent chain of evidence
between the collected data, the obtained results, and the derived conclusion is presented
and to what extent this chain can be followed and understood by others. Publication IV
achieved this measure through multiple means of triangulation, including detailed data
excerpts, such as direct interview quotations, to provide the readers with evidence for the
presented findings and conclusions. Furthermore, the results were analyzed within and
between cases and were compared to similar existing research on business responsibility
and internationalization in the SME context.
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4 Summary of publications and review of results

This section summarizes the four research publications included in this dissertation. Each
publication is discussed in a separate subsection, which highlights each study’s
background, objectives, results, and contributions in order to ground the conclusions
discussed in the next section.

4.1 Publication I: Internationalization and Responsible Business
Practices in SMEs: A Systematic Review and Future Research
Agenda

4.1.1 Background and objective

CSR studies constitute only approximately 3% of the entire IB research field; they are
also limited to multinational companies and are often situated in a single-country context
(Kolk & van Tulder, 2010a). Despite increasing attention from practitioners and
academics, RBPs in internationalizing SMEs remain largely understudied (Zhao et al.,
2018). Thus, this study aims to answer the call for strengthening future scholarly efforts
on business responsibility in internationalized SMEs (Aguilera-Caracuel et al., 2015;
Pisani et al., 2017).

To date, the internationalization research stream and business responsibility research
stream in the SME context have developed independently. Accounting for the importance
of international operations and business responsibility for SMEs nowadays, this
systematic literature review seeks to outline the possible connections between these
research streams. This article examines existing research and knowledge. It focuses on
SME internationalization and business responsibility, within each of the streams and
across them, to provide a future research agenda for exploring the intersection of these
two research streams.

The following research questions are posed:

RQ1a: What are the main characteristics, the core definitions, and the methods of each
research stream as presented in the leading journals?

RQ1b: What are the theoretical underpinnings and core themes in these research streams?

4.1.2 Results and contribution

The in-depth systematic literature review covered 279 articles, out of which 131 were
from the internationalization stream and 148 from the business responsibility stream. All
the articles are published in 16 peer-reviewed journals in a period from 1998 to 2018. The
literature review examined the definitions of central concepts, theoretical underpinnings,
methods, and primary research topics in each stream.
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The reviewed article sample in the internationalization stream included more quantitative
than qualitative studies, while both methods were equally presented in the business
responsibility stream. The home countries for the samples used in the reviewed articles
had predominantly developed economies, with an Anglo-American focus for both
streams (the top-three home countries for the internationalization stream were the UK,
Australia and Sweden, and for the business responsibility stream, they were the UK, the
USA, and Spain). There are four (from the internationalization stream) and one (from the
business responsibility stream) unique theoretical lenses, while the following seven
theories were used in both streams to a different extent: resource-based view, network
theory/approach, institutional theory, social capital theory, DC view, knowledge-based
view, and natural resource-based view.

The topics found only in SME internationalization studies include drivers of
internationalization, entry modes, time and pace, and internationalization patterns. The
business responsibility stream in the SME context is characterized by studies that include
topics of social issues, environmental management, ethics, certifications and standards,
and firm size. Each of the topics above is unique for its research stream; however, the
following topics appear to be the influential factors in both research streams:
organizational capabilities, owner/manager’s characteristics, networks, external
pressure, and performance implications.

This publication makes several significant contributions. First, it presents a multilevel
review of both SME internationalization and SME business responsibility literature. This
review helps to identify the influential variables of internationalization and responsible
business among smaller firms and provides a roadmap for future research on RBPs in
internationalized SMEs by synthesizing their main attributes while pointing out their gaps
and similarities. Moreover, summarizing theoretical and conceptual assumptions in both
research streams offers new perspectives that can shape future research inquiry. Thus, the
main contribution of this study is a proposed future research agenda that connects
different disciplines and highlights the key areas that would benefit from further inquiry.

In this dissertation, this review serves as a starting point for further empirical research
inquiry by identifying the research gaps. First, the review revealed that the organizational -
level factors in the form of antecedents and outcomes of RBP and international operations
had not been studied together in the SME context, which is addressed in Publications Il
and I11. Then, to complement these organizational-level studies, future research questions
were proposed to explore the phenomena at the institutional level through employing
qualitative methods and focusing on an emerging country context, a topic that is
addressed in Publication 1V.
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4.2 Publication 1l: Corporate Social Responsibility in SMEs:
Implications on Competitive Performance

4.2.1 Background and objective

SMEs often comprise the economic backbone of many countries through business
activities and employment of local people; thus, their cumulative environmental and
societal impact is significant (Cusmano et al., 2013). Therefore, more attention must be
paid to understand the business responsibilities of these SMEs (Jamali, Lund-Thomsen,
& Jeppesen, 2017)

The importance of different stakeholders for responsible practices has been researched in
the MNE context (Maignan & Ralston, 2002; McCarthy & Puffer, 2008), but their impact
in the SME context is relatively under-researched. There is some evidence that
membership in networks, as well as networking within and across sectors, may have a
substantial impact on corporate social learning for SMEs and may also facilitate the
accumulation of intangible assets, such as reputation, trust, and legitimacy (Jenkins, 2009;
Spence et al., 2003). However, this requires having organizational capabilities that
facilitate the management of these network relationships (Ritter et al., 2002). The number
of studies that consider the outcomes of business responsibility on the performance in
SMEs has recently grown yet remains scarce (Hammann et al., 2009; Herrera Maduefio
et al., 2016; Jain et al., 2017). Thus, Publication Il follows the antecedents and outcomes
of RBPs with a particular interest in the effect of the differences between internationalized
and domestic SMEs. The following research questions guide this publication:

RQ2a: What is the role of network-related dynamic capabilities and RBPs in SMES?
What impact do RBPs have on SMEs’ competitive performance?

4.2.2 Results and contribution

The empirical part of the study is based on the cross-sectional survey data from a sample
of 141 Finnish SMEs, where 85 SMEs have international operations, and the rest are
domestic firms. In this study, a set of three hypotheses has been tested (Figure 6)*.

L This publication uses the term “CSR” to refer to RBPs related to social responsibility. This is done
purposefully to allow for compatibility with previous research, which predominantly studies CSR in SMEs
(e.g. Jenkins, 2006, 2009; Williamson, Lynch-Wood and Ramsay, 2006; Sweeney, 2007). The measure for
CSR is Turker's (2009) scale, which is also used in Publication 11 for the social responsibility construct.
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CSR
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Figure 6 The theoretical model of Publication 1l (Uzhegova et al., 2019)

The results obtained via linear regression modeling show that in SMEs only cross-
relational tasks of network competence positively contribute to RBPs (H2 partially
supported), which positively affects SMEs’ competitive performance (H1 supported).
Hence, RBPs are found to mediate the relationship between network competence and
competitive performance. These findings are in line with the hypothesized model.
However, no direct effect of network competence on competitive performance was found
(H3 is not supported).

By splitting the data sample between internationalized and domestic SMEs and
comparing the effects, this study demonstrated that the two subsamples’ differences
concerning the effects described above, which are found only in internationalized SMEs.
In domestic SMEs, no significant effect was found, which indicates the importance of
business responsibility for internationally operating SMEs.

As a result, this study suggests that SMEs involved in RBPs and international operations
increase their competitive performance by possessing a particular type of network
competence. The results are novel and contribute to the discussion on the role of network
capabilities as organizational capabilities in the internationalization of SMEs (Mort &
Weerawardena, 2006; Solano Acosta et al., 2018; Zacca et al., 2015).

In this dissertation, this publication demonstrates the relevance of the interplay between
business responsibility and international operations in SMEs and calls for more thorough
research on other antecedents and outcomes of RBPs, specifically in internationalized
SMEs, which are studied further in Publication I1I.
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4.3 Publication I: CSR-driven Entrepreneurial
Internationalization: Evidence of Firm-Specific Advantages in
International Performance of SMEs

4.3.1 Background and objective

Both market orientation and business responsibility appear to be essential for SMEs in
the global arena. An ability to sense the markets has been vital for SMEs when entering
international markets (Armario, Ruiz and Armario, 2008), while business responsibility
contributes to their performance (Molina-Azorin et al., 2009; Orlitzky et al., 2003;
Uzhegova et al., 2019). However, the extant studies have neither directly assessed the
relationship between market-sensing capability and the performance of internationalized
SMEs nor examined the role of RBPs in this. This study aims to illustrate how
organizational capabilities in the form of market-sensing capability (Day, 1994) and
RBPs (Ryan et al., 2010) interact and impact the international performance of
internationalized SMEs.

The following research questions guide this publication:
RQ2b: What is the role of market-related dynamic capabilities on RBPs in

internationalized SMEs? What impact do RBPs in internationalized SMEs have on
international performance?

4.3.2 Results and contribution

In this publication, a set of three hypotheses has been tested (Figure 7)2.

_» Social responsibility .
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H2a+ -~ ~. H3a+
e .
7 N .
Market-sensing // H1 + ‘\) International
capability . e performance
\ A
\\\ //
H2b +™ _~ H3b +
.|  Environmental /
responsibility

Figure 7 The theoretical model of Publication 111 (Uzhegova et al., 2018)

2 This publication uses the term “CSR” to allow for compatibility with previous research on CSR both in
SMEs and MNEs and provide a comparison between the both. However, in this publication, RBP concept
is a central and is decomposed into “social responsibility” and “environmental responsibility” constructs.
The measure for social responsibility is Turker's (2009) scale, also used in Publication I1.
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The empirical part of the study is based on the cross-sectional survey data from a sample
of 85 Finnish SMEs that operate internationally. The results obtained via linear regression
modeling show that market-sensing capability enhances international performance (H1
supported) and positively affects both social responsibility (H2a supported) and
environmental responsibility (H2b supported), suggesting it is easier for a company to
notice and incorporate responsible practices into its operations when it is responsive to
customers and competitors. Social responsibility and firm size together directly enhance
international performance (H3a supported), whereas environmental responsibility does
so through social responsibility only (H3b not supported), which is an interesting
contradiction to what was hypothesized. This finding implies that environmental
responsibility by itself has no direct effect on the international performance of SMEs. The
results confirm the mediating role of social responsibility between market-sensing
capability and international performance.

The contribution of this study is twofold. First, it extends the knowledge both on
antecedents and outcomes of RBP possession in internationalized SMEs. It also
contributes and extends the discussion on dynamic organizational capabilities in SME
internationalization (Autio et al., 2011; Knight & Cavusgil, 2004; Torkkeli et al., 2012;
Weerawardena et al., 2007) and the integrating internationalization of SMEs and small
business responsibility research streams. Moreover, the results help to clarify the mixed
evidence in the previous literature concerning the effect that business responsibility
activities can have on company performance that extends beyond financial performance
(McWilliams & Siegel, 2000; Orlitzky et al., 2003). Second, it enhances our
understanding of the relationship between market-sensing capability and international
performance by confirming social responsibility as a mediator, thus answering the
research call for linking responsibility with outcomes through the mediation effect
(Aguinis and Glavas, 2012).

In this dissertation, Publication 111 supports and expands the results of Publication 11 by
showing another organizational capability that precedes RBPs in SMEs, which partially
contributes to another type of performance — the international one. This study calls for
expanding the research context to other countries, which is done further in Publication
V.

4.4 Publication 1V: The Role of Responsible Business Practices in
International Business Relationships Between SMEs from
Developed and Emerging Economies

441 Background and objective

The last publication investigates the SMES' experiences in implementing RBPs and
conducting international business with another SME from a developed/emerging
economy.
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Economies

Guided by the institutional perspective (Campbell, 2007; DiMaggio & Powell, 1983), this
study suggests that different institutional environments of developed and emerging
economies may dictate the business practices of SMEs. With national institutions’ current
focus on better integrating SMEs into international trade and SDGs, it is worth studying
the role social and environmental RBPs play in the international business relationships of
SMEs.

The following research question was posed for this study:

RQ3: How does the institutional context of developed and emerging economies interact
with the RBPs in internationalized SMEs?

4.4.72

The qualitative approach employed in this study describes the range of RBPs,
international operations, as well as managerial attitudes and choices in a sample of four
Russian and four Finnish partnering SMEs. Table 4 presents an overview of the findings.

Results and contribution

Table 4 Summary of RBPs in Russian and Finnish SMEs (Uzhegova et al., 2020)

. Importance
RBP actions
(Larran Jorge Russian SMEs Finnish SMEs Rea_son for the . for_
difference international
etal., 2016) .
business
Social responsibility
Mechanisms of
Charity and governmental
sponsorship of support: Russian
Philanthropic youth sport companies have
and voluntary organizations, no a paternalistic no
work donations to role to help
Russian Orthodox those without
Church. the government
help.
Internal Official salary and
activities extra help to Minimum for
focused on employees related safety and
. . . ; n/a no
improving to health, children insurances
working and difficult required by law.
conditions situations.
Yes, mutual
Transparency . . Ope_n . trust is derived
- Additional auditing | communication
of policies and control about the from
undertaken n/a transparency
by the procedures are company and ethical
undertaken. practices and .
company business

commitment to -
behavior.
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fair business

principles.
(;g;n ;?:;Ii((::ztsl Three out of Russian SME
aimed at four SMEs have = Managders do not
o - want to
raising no mentioned - no
. L advertise what
internal and responsibility on their company is
external their website. mparny
doing.
awareness
Environmental responsibility
Waste Hazfardous waste Is All waste is
disposed of as n/a no
management . sorted.
required by law.
Governmental
. level
Environment .
. . mechanisms
protection Product life
towards
measures or cycle recveling and
activities in Adopted only if assessment, ycling an
. S : waste separation
general; bringing savings process M no
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According to the study, environmental responsibility is not prominent in business
relationships between Finnish and Russian SMEs, whereas social responsibility in terms
of ethics, transparency, and partner responsibility is crucial for them. SME managers from
both countries do not see that the differences in approaches toward social responsibility
and environmental responsibility influence their international business relationships. This
study suggests that the found differences in RBPs are dictated by the institutional and
cultural context of the home country, to which the SME is more strongly embedded than
to the relationships it has with its international partner.

Thus, the study contributes to both the literature on business responsibility and
internationalization by showing that international business relationships benefit from
social responsibility. It extends the research toward emerging economies and the SME
context and applies an institutional lens to explain RBP in international business
relationships.

In this dissertation, this study complements the findings of quantitative studies and
partially explains the finding of Publication 11, in which environmental responsibility has
not demonstrated any direct impact on SME international performance. This study



4.4 Publication 1V: The Role of Responsible Business Practices in International 49
Business Relationships Between SMEs from Developed and Emerging

Economies

demonstrated that environmental responsibility, more than a social responsibility, is
tightly bound to home country regulations and is hardly applicable or transferrable to
other countries. Nevertheless, social responsibility, especially in ethics, transparency, and
commitment to partnership, is more rooted in the owner-manager’s individual choices
resulting to be important. Thus, these social responsibility aspects can be transferred and
read in the interpersonal communications between the international partners, resulting in
the greater trust among them — a crucial element of international relationship.
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5 Discussion and Conclusions

This section presents a summary of the findings of individual studies included in this
dissertation. First, an integrative ex-post theoretical framework is presented, followed by
a discussion of the overall results. Then the theoretical contribution of the study is
discussed, followed by the managerial implications. Finally, the section concludes with a
discussion on the study's limitations and makes suggestions for further research.

5.1 Summary of the results and answering the research question

The main research question of this dissertation was formulated as follows: What is the
role of RBPs in internationalized SMEs? Four publications included in this dissertation
addressed this question through synthesizing prior empirical research (Publication I) and
producing empirical evidence (Publications II, I11, and IV). The results of the individual
empirical publications are presented in an integrative theoretical framework (see Figure
8). As in the ex-ante theoretical framework (Figure 3), there are three conceptual element
groups: antecedents, mediators, and outcomes. The group of antecedents consists of DCs,
institutional factors, and firm characteristics. RBPs serve as mediators, and outcomes
include international performance, competitive performance, and trust.

ANTECEDENTS MEDIATORS OUTCOMES
¥
Dynamic capabilities Responsible business International
: o : L~
Market-sensing capability h\ practices / performance
Network competence \ 7] Social
+ Cross-relational tasks s responsibility Theea I
1t b ‘| Trust
. . N
Institutional factors // N
Formal et -
¢ Coercive and mimetic R Environmental
institutional pressure responsibility s
Informal \n CO'T'I)L"“‘ ¢
+  National culture performance
[
Firm characteristics |
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Figure 8 Integrative theoretical framework

Both types of RBPs in the SMEs appeared to be formed under the institutional factors,
including formal (through policies) and informal factors (through the cultural and
historical background of the decision-makers). They are enhanced by the company’s
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network competence and market-sensing capability, as these DCs allow the company to
better answer the demands of the environment in which it is embedded.

The role of RBPs in internationalized SMEs is multifaceted and is dependent on the RBP
type. Social responsibility includes a wide range of activities aimed at different
stakeholder groups, including employees, customers, and the wider society, both locally
and internationally. By practicing social responsibility, SMEs can improve their
competitive and international performance and their overall contribution to international
operations through building and maintaining trustful relationships with international
partners. RBPs related to social responsibility are perceived to be necessary for
international business by the SME owner-managers in developed and emerging countries.

Environmental RBPs that refer to actions aiming to protect the natural environment do
not directly impact international performance, nor were they considered critical for the
international business of SME dyads from Finland and Russia. Even though they have
not been found to lead to the enhanced performance of the firm directly, they contribute
positively to enhancing the social RBPs.

To sum up, SMEs that are both involved in social responsibility and operate
internationally may have advantages in terms of their competitive and international
performance. However, the increase in competitive performance is possible only if the
firm possesses a specific type of network competence or, in general, is of a larger size. In
turn, international performance improvement is possible when market-sensing capability
contributes directly or indirectly through environmental and social responsibility.
Furthermore, building trustful relationships with the international partners from the
developed economy by practicing transparency and responsible business conduct may
also bring SMEs a competitive advantage in the domestic emerging market.

5.2 Theoretical contribution

The findings of this dissertation contribute to and extend the existing research on SME
business responsibility (Ellerup Nielsen & Thomsen, 2009; Jenkins, 2004; Lund-
Thomsen et al., 2014; Morsing & Spence, 2019; Soundararajan et al., 2018; Spence, 1999,
2016), CSR (Kolk, 2005, 2016; Kolk et al., 2019; Kolk & van Tulder, 2006; Muller &
Kolk, 2010; Pisani et al., 2019), and IE (Bell & Loane, 2010; Coviello & McAuley, 1999;
Jones et al., 2011; Oviatt & Mcdougall-Covin, 2005).

This dissertation is guided by the effort to unite the two research streams of business
responsibility and internationalization in the SME context by building on similarities and
integrating theoretical underpinnings from both research streams in one study. Internal
factors such as capabilities and owner-managers perceptions, as well as external factors
such as networks and institutions, have been identified that influence both the SME
internationalization and RBPs in SMEs. The similarities in antecedent factors to explain
the performance outcomes are of interest in both research streams, as noted in Publication
I. To build on the similarities, the DC view (Teece, 2012; Teece et al., 1997), together
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with institutional theory (North, 1990; Scott, 1995), was chosen to provide the theoretical
foundation of this dissertations’ comprehensive theoretical framework (Figure 3). These
two overarching theories were complemented with elements from stakeholder theory
(Freeman, 1994). The empirical investigation resulted in an integrative theoretical
framework (Figure 8) that outlines the findings and provides a multifaceted theoretical
contribution.

First, the dissertation suggests that it is not only social or environmental international
entrepreneurship (Galkina, 2021; Larsen & Hannibal, 2021) that may be interesting
avenues for discussion in the IE, nor only MNEs’ CSR (Doh et al., 2010) are worth
studying in the IB domain. In contrast, these research fields may be enriched with new
results from the research focus on for-profit internationalized SMEs practicing RBPs.
RBPs in such SMEs affect their international business operations and outcomes and
competitive performance. Such factors as mutual trust between the SME partners from
different countries are partially rooted in the RBPs related to social responsibility
exercised by SMEs, whereas environmental RBPs had mixed results and need further
elaboration.

Second, this dissertation highlights the benefits of applying institutional theory to study
responsibility in SMEs. The theory has been proposed to be used for studying CSR in
large corporations (Brammer et al., 2012; Campbell, 2007), but it has been scarcely used
in business responsibility research. Moreover, from the DC view, the results provide new
knowledge on how such capabilities as network competence (Torkkeli et al., 2012, 2016)
and market-sensing capability (Day, 1994, 2002) can influence the social responsibility
of SMEs engaged in the global business arena.

There are also mixed research results concerning the influence of capabilities and
competencies on SMEs’ performance, with some studies showing a direct effect (Wales
etal., 2013; Walter et al., 2006; Yoon et al., 2018) as well as indirect effect (Parida et al.,
2017; Zacca et al., 2015). The results of this dissertation demonstrate that capabilities
may directly lead to both an enhanced performance (Publication I11), which is opposite to
the study of Lindblom et al. (2008), and to improved social responsibility (Publication |1
and I1), which supports the findings of other studies (Chang, 2015; Courrent et al., 2016;
Torugsa et al., 2012), in which responsibility served as a mediator.

Moreover, this dissertation addresses the lack of empirical evidence on the environmental
performance of smaller firms (Qian and Xing, 2018). The dissertation demonstrates that
environmental RBPs do not necessarily directly improve company performance, but in
the context of internationalized SMEs and their international performance, they do so
through social responsibility (Publication Il and 1V). Thus, by accounting for the
international dimension, this dissertation extends the existing findings to include the
performance and growth of internationalized SMEs.

Forth, since responsibility may mean different things in different places to different
people and at different times (Campbell, 2007), this dissertation conceptually supports
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the usage of the term “responsible business practices” to refer to the responsibility
practiced by SMEs; this helps to minimize conceptual ambiguity, as RBP is a more
concrete alternative for small businesses. The notion of stakeholder used in Publications
Il and 11l of this dissertation has also been primarily used in the studies of business
responsibility but not for SME internationalization studies.

Finally, from the comparative IE perspective, the Finnish research context, which is a
developed economy, benefited from the inclusion of Russia in Publication 1V, which is
an emerging economy, as it provided a fruitful basis for studying RBPs in
internationalized SMEs. The differences drawn from the institutional theory have
implications on both RBPs and international business operations in both countries. This
study’s findings contribute to the growing number of studies on emerging countries that
differ institutionally from one another.

5.3 Managerial implications

In addition to the theoretical contribution, the results of this dissertation offer practical
guidelines for the SMEs’ founders and managers. The results of this dissertation have
demonstrated that SMEs are eager to involve in both international business operations
and responsible business practices. Both activities require investments of different kinds
of resources, including finances, personnel, and time, but the degree of their importance
and awareness about them vary. The researched SMEs understand international
operations as opportunities and value-added activities, but managerial awareness of the
extent to which SMEs are involved in business responsibility and understanding of the
value for business operations are on the lower end. With resources often being limited in
SMEs and the apparent effects of business responsibility and international business
operations not being visible without a thorough assessment, it is worthwhile for SMEs to
be involved in both because with the specific combinations of organizational capabilities,
an improvement in SME performance can be reached.

The careful maintenance of partner relationships with a specific focus on cross-relational
tasks is a prerequisite for increased socially responsible business practices. The tasks
include 1) partner comparison; 2) evaluation of every partnership as well as the results
about how they fit and cooperate; and 3) partnership management personnel education,
monitoring and evaluation. Another prerequisite would be knowledge about the market
environment, including awareness of its change and marketing expertise. Also, practicing
environmental responsibility contributes to social responsibility through the following: 1)
applying lifecycle analysis to products; 2) advancing recycling and waste management;
3) reducing environmental hazard and negative impact; 4) preventing natural damage;
and 5) employing clean technologies.

RBPs related to social responsibility — consisting primarily of 1) targeting sustainable
growth targets, 2) contributions to programs working for the well-being of the society, 3)
investments targeted at future generations — are crucial elements of the improved
competitive and international performance of internationalized SMEs. Moreover,
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transparency concerning the policies undertaken by the company is essential for trust
building between the SME partners in different countries.

For the SMEs from emerging economies, this dissertation demonstrates that pursuing
ethical behavior and maintaining trustworthiness by following their home country’s
regulations, though often considered to be demanding in the short-term, in the long run,
will benefit the SMEs’ reputation and will help to create international business
relationships, which will provide a unique competitive advantage for them both in their
home country and abroad.

5.4 Limitations and suggestions for future research

Areas of future research on responsible business practices within the international
operations of SMEs are presented in the result section of Publication I. This dissertation
has empirically explored business responsibility in SMEs using different research
methods (quantitative and qualitative) and different analysis levels (firm and
institutional). Nevertheless, the investigation is limited to the primary data collected
retrospectively from one point in time in all three empirical publications. Future research
may employ a longitudinal study concerning SME internationalization along the adoption
and development of responsible business practices among SMEs over time. Moreover,
extending the research context to include SMEs operating in industries with a larger
environmental footprint (such as chemistry, forestry, mining, and extractive) or countries
with acute social problems (such as poverty, starvation, and inequality) may yield other
exciting results and shed light on the specificities of RBP practices there.

Methodologically, the subjective measures used in Publications Il and 111 for measuring
outcomes complemented with the objective measures on both financial and responsibility
indicators will benefit future research. Moreover, Publication Il suggests that the
difference in the influence of cross-relational management tasks and relationship-specific
network competence on social responsibility may be rooted in the internationalization
stage among SMEs in the sample. Thus, future research would benefit from including
SMEs of a varying degree of involvement in international operations. Furthermore, the
identified direction of relationships in these publications suggests RBPs are the predictors
and mediators of international performance. However, several studies have identified
internationalization as an important driver of social performance and environmental
performance (Symeou et al., 2018), CSR ratings (Attig et al., 2016) or corporate
sustainability (Park, 2018) of MNEs. Thus, further studies should account for and test for
possible reverse causality in RBP-internationalization relationships in the SME context.

By conducting the study at the organizational and institutional levels, Publication IV
suggests that future research should dig deeper into the individual level of analysis,
particularly the thinking and decision-making of owner-managers. The values and
choices of owner-managers regarding international operations and responsibility have
often been visible in interviews, thus suggesting that future research should analyze their
personal characteristics, motivations, decision-making logics, as well as the relationship
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between their personal values and the company’s strategy. This dissertation results
demonstrate that being involved in international operations and RBPs is crucial for SMEs
themselves and benefits the minority groups and society at large. This is possible through
the sincere commitment of SMEs that are eager to contribute to economic and responsible
development both domestically and internationally, thus potentially contributing to
achieving several of the SDGs. The role of founders or owner-managers is central to
conceptualizing how SMESs are incentivized to adopt or resist becoming more responsible,
especially in developing economies (Jamali, Lund-Thomsen, & Jeppesen, 2017).

Moreover, focusing on managerial and decision-making processes within an international
context has recently been suggested (again, primarily for MNES) in the discourse-based
view of internationalization (Treviio & Doh, 2020). Methodologically, studying
individual decision-making can be addressed by employing not yet widely used
experimental research designs, as suggested by Zellmer-Bruhn, Caligiuri, and Thomas
(2016). In recent IB research, these designs have already been used to study trust
dimensions among individuals by using field-experimental data (Kwok et al., 2020).
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Appendix A: Interview guide for Publication 1V

1. Please tell us a little bit about yourself:

Educational and professional background

What are your major responsibilities nowadays?

What do you particularly enjoy about your work?

What are some of the challenges you face in your everyday work?
What is essential for you in business?

What is entrepreneurship?

2. Partners’ individual background questions:

Educational and professional background

How long do you interact with this particular manager? How is the interaction in
general?

What are your partner’s major responsibilities nowadays?

What is essential for him/her in business?

3. Business relationships in general

What constitutes business relationships for you? What is of crucial importance?
Approach towards establishing business relationships (please describe).

What constitutes trust? What are the crucial elements for developing (your) trust
towards the partner? Approach towards establishing trust from the partner
(please describe).

What constitutes commitment? What are the crucial elements for developing
(your) commitment towards the partner? Approach towards establishing
commitment from the partner (please describe).

Approach towards solving problems in business relationships (please describe).

4. Business responsibility activities

What is business responsibility for you? What activities (in terms of business
responsibility) do you consider as the most important?
How important are the following aspects for your business and for business
relationships with your partners (in Western Europe/Finland vs. Eastern
Europe/Russia)? Please also describe your understanding of these aspects and
how they should be accounted for in organizational processes and business
relationships (how are they accounted for in your business):

o Local community engagement



Ethical behavior in relation to partners and employees

Raising company environmental standards (How do you accomplish it?)
Be economically fair

Some other factors which relate to business responsibility from your
point of view

What role does business responsibility has in business relationships with your
partner(s)?

What is of importance for your partner(s) in relation to business responsibility
from your point of view? How do consider it in your business strategy?

How do you go about communicating your business responsibility activities to
the partner?

Does your company publish a business responsibility report?

Is there a code of conduct? What are the core aspects in it?

O O O O

5. Please tell a story about business relationships with a partner

6. Environmental commitment

If you try to look back at the beginning of relationships with your partner, how
would you describe your moral philosophy towards the environment back then?
How do you think the social context, traditions, values in your country
influenced these views?

Was your partner (a firm in Russia/Finland) aware of this environmental
philosophy?

How would you describe your partner’s environmental philosophy in the
beginning of your partnership? Did the partner understand the environmental
values the same way as you did? How do you think the social context, traditions,
values in your partner’s country influenced his/her views?

Did you tell about your views to your partner and how? Was there any
resistance, obstacles?

How would you describe your environmental philosophy now?

How would you describe your partner’s environmental philosophy now?

Could you recall some of the events, actions that influenced such a change in
your viewpoint? Please describe these events.

Possible additional questions

Do you think that you and your partner in Russia/Finland now have a similar
environmental commitment?



How would you explain in your own words the concept of environmental
commitment? (Even if you do not know the concept’s meaning, please describe
what it means to you.)

How would you describe your moral philosophy/ideology toward the
environment?

Based on what you have described above, would you say that these aspects exist
in your business? Examples could include recycling, a green office policy, or the
product’s environmental features.
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