
Contents lists available at ScienceDirect

International Business Review

journal homepage: www.elsevier.com/locate/ibusrev

How personal and organizational drivers impact on SME international
performance: The mediating role of organizational innovation

Christiane Prangea, José Carlos Pinhob,⁎

a Tongji University Shanghai, School of Economics and Management, 1500 Siping Road, 200092 Shanghai, China
b University of Minho, School of Economics and Management, University of Minho, 4710-057 Braga, Portugal

A R T I C L E I N F O

Keywords:
SMEs
International performance drivers
Mediation
Organizational innovation
Resource-based view

A B S T R A C T

This article develops and tests a conceptual model to identify the impact of internal drivers (personal and
organizational) on the international performance of small and medium-sized enterprises (SMEs). Drawing on the
resource-based view of the firm and its capability extensions, it is argued that the effect of drivers is mediated by
organizational innovation. To test the proposed theoretical model, we collected data from 120 exporting SMEs in
Portugal. Results show that the indirect mediating effect of innovation is particularly relevant with regard to the
organizational driver-performance link. Insights contribute to research on the importance of innovation for
capability and resource deployment during internationalization.

1. Introduction

In today’s competitive environment, small and medium-sized en-
terprises (SMEs) are increasingly pursuing internationalization strate-
gies (Hilmersson, 2014; McDougall & Oviatt, 2000) to enhance their
market position. While internationalization seems to intuitively yield
higher performance, SMEs are facing numerous challenges and threats
posed by global competitors (Lu & Beamish, 2001; Oliveira & Teixeira,
2011) that impact their international performance. Going abroad also
incurs costs and risks commonly attributed to the liabilities of foreign-
ness (Zaheer, 1995) and newness (Stinchcombe, 1965); it requires
differential resource investments (Chen &Hsu, 2010), and thus may
have a negative effect on profitability (Khavul, Benson, & Datta, 2010;
Lu & Beamish, 2001); it often poses challenges in terms of complexity
and lack of information, which increase the difficulties of processing
information across international activities and locations. In addition,
firms incur increased governance and transaction costs due to these
uncertainties, as well as to unforeseen changes in the external environ-
ment that require enhanced coordination, communication, and leader-
ship efforts (Chen, Sousa, & He, 2016). Consequently, insight into what
drives SMEs’ international performance is of high importance for both
managers and researchers.

Although extensive research in international business and export
management has looked at drivers of international performance
(Leonidou, Katsikeas, & Piercy, 1998; Katsikeas & Sharmeas, 2003; Leo-
nidou & Spyropoulu, 2007; Stoian, Rialp, & Rialp, 2011), knowledge
remains inconsistent and scattered. In addition, studies have mainly

focused on large multinational corporations (Hitt, Hoskisson, & Kim,
1997; Kotabe, Srinivasan, & Aulak, 2002), with fewer insights into the
driver- performance-relationship of small and or young ventures
(Navarro-Garcia, 2016). However, large-scale enterprises and SMEs
differ in their endowment of unique bundles of resources (Bloodgood,
Sapienza, & Almeida, 1996). Transcending national borders, SMEs have
to develop capabilities for internationalization (Prange & Verdier,
2011), which in turn facilitate the deployment of other capabilities or
resources that contribute to international performance. In this regard,
SMEs’ innovation capability or organizational innovation − the
activities leading to changes in the company’s structure, strategy and
systems (Damanpour & Aravind, 2012) − is vital to deploy resources
and to transfer them into innovative products or services
(Azar & Ciabuschi, 2016; Pla-Barber & Alegre, 2007).

Recent research has emphasized the firms’ resources and capabil-
ities as drivers of international performance by utilizing the theoretical
lens of the resource-based view (RBV) (Morgan, Katsikeas, & Vorhies,
2012; Makri, Theodosiou, & Katsikea, 2016). The RBV views the firm as
a set of individual and organizational resources that are heteroge-
neously distributed across firms, with distinctive resources endurable
over time, given they are valuable, rare, inimitable, non-substitutable
(Adner & Helfat, 2003; Barney, 1991). Resources constitute the base of
competitive advantage, not only in domestic markets but also inter-
nationally (Barney, 1991; Pla-Barber & Alegre, 2007). Capabilities, in
turn, refer to the deployment and reconfiguration of resources to
improve productivity and achieve strategic goals (Makadok, 2001).
For instance, Wilkinson and Brouthers (2006) found that export
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performance depends primarily on the firms’ ability to assemble and
deploy appropriate resources. Organizational resources are focused on
the accumulation of tangible and intangible resources, at the level of
the individual firm or through access to the development of interna-
tional networking capabilities (Giménez & Ventura, 2005). Personal or
individual resources as drivers of internationalization are related to
prior knowledge, experience, or qualification of main decision-makers
(Kyvik, Saris, Bonet, & Felício, 2013; Oura, Zilber, & Lopez, 2016), or
the risk propensity of top managers to engage in internationalization
(Chetty & Campbell-Hunt, 2003). Others argue that the decision to
export is driven by the current state of the firms’ resources and
capabilities, yet it may also be patterns of innovation deployed to
affect firms’ performance (Harris & Li, 2009; Gkypali,
Tsekouras, & Tunzelmann, 2012; Antonelli, Crespi, & Scellato, 2013).
In this sense, the capability of innovativeness (Makri et al., 2016) or
organizational innovation (Damanpour & Aravind, 2012) may have an
important impact on international performance.

Against this backdrop, this study has two objectives. First, we focus
on investigating internal drivers of international performance (both
organizational and personal) by adopting the theoretical lens of the
resource-based view. Second, while studies on the internationalization
of SMEs have investigated moderating and mediating factors between
internationalization drivers and performance (Zahra & Garvis 2000;
Hsu, Chen, & Cheng, 2013), innovation as a mediator of the personal
and organizational drivers-performance link has been under re-
searched. However, focusing on the direct link between drivers and
performance without taking into account how resources may be
deployed through capabilities falls short in providing explanations of
how firms develop and change their resource base when internationa-
lizing. Thus, by arguing from within the RBV, we add further insight
into the differential roles of internationalization drivers by focusing on
the mediating effect of organizational innovation.

To do so, we investigated a sample of 120 Portuguese exporting
SMEs from different industries, such as information technologies,
software and consultancy related projects, textiles, clothing, footware,
machinery and equipment, beverages (wine from grapes), furniture,
retailing and services firms − primarily operating in the area of B2B.
Results show that organizational innovation mediates the relationship
between personal and organizational drivers and SME performance,
and that the indirect effect of organizational innovation is particularly
strong for the organizational-driver-performance relationship.

Our findings contribute to research on firms’ international perfor-
mance by confirming the importance of internal drivers (resources and
capabilities). Second, we contribute to the role of organizational
innovation as a mediator between drivers and international perfor-
mance by methodologically disentangling the direct and indirect effects
between resources, capabilities (innovation), and international perfor-
mance. Finally, our study also contributes to RBV-related research on
international drivers by researching organizational innovation as a
capability for resource deployment and by reiterating the need for
analyzing resources and capabilities, in conjunction, rather than in
isolation.

The remainder of this paper is organized as follows. In the next
section, we review the literature and develop several theoretically
grounded hypotheses for empirical testing. Subsequently, we discuss
our sample data and method before presenting the results of PLS-SEM
estimations. We conclude with a discussion of the findings, some of the
study’s limitations, and implications for practice and theory.

2. Literature review

2.1. The relationship between organizational innovation and international
performance

Firms expand to international markets to generate competitive
advantages based on their innovation capabilities (Autio,

Sapienza, & Almeida, 2000; Ripolles Melia, Bleza Perez, & Roig Dobon,
2010). Some research considers internationalization as an innovative
act (Reid, 1981), others investigate how internationalization drives
innovation (e.g., Kafouros, Buckley, Sharp, &Wang, 2008), and yet
others focus on how innovation impacts internationalization (e.g,
Golovko, & Valentini, 2011; Alegre, Pla-Barber, Chiva, & Villar, 2012).
Following the last stream of research and adopting an RBV perspective,
innovation can be seen as an internal characteristic to explain firms’
heterogeneity and performance (Boso, Story, Cadogan,
Micevski, & Kadic-Maglajlic, 2013; Camisón & Villar-López, 2014). In-
novation capability denotes the continuous deployment of organiza-
tional resources and the ability to develop new products and/or
markets (Wang & Ahmed, 2004). This is especially important for SMEs
and high-tech industries, where innovative products have few domestic
clients, and markets are increasingly characterized by shorter product
life cycles reflecting dramatic changes of the environment. Although
SMEs may not be able to compete on price with global players, their
ability to renew and tailor their offers, associated with their flexibility
to recognize new opportunities, and to adapt their market strategy to
international markets are considered critical strategic advantages
(Sok &O’Cass, 2011).

A number of studies argue that product innovation has a positive impact
on the intensity of exports in manufacturing firms (Roper& Love, 2002;
Sahaym, Trevino,& Steensma, 2012) while process innovation also matters,
but only if complemented by product innovation (Kongmanila&Takahashi,
2009). Innovation also refers to the search of creative or novel solutions and
to challenges the firm has to face (Gil-Pechuan, Exposito-Langa, &Tomas-
Miquel, 2013). In more general terms, it is the innovativeness or organiza-
tional innovation of the firm that may precede actual product or process
innovations (Makri et al., 2016). Damanpour&Aravind (2012: 429) refer to
organizational innovation as “new approaches in knowledge for performing
the work of management and new processes that produce changes in the
organization’s strategy, structure, administrative procedures, and systems.”
Similarly, the Oslo Manual includes organizational elements and defines
innovation more broadly as “the implementation of a new or significantly
improved product (good or service), or process, a newmarketing method, or
a new organizational method in business practices, workplace or external
relations” (OECD, 2005: 46).

Studies confirm that different types of innovation, and in particular
non-technical organizational innovation, enhance export performance
directly or indirectly by sustaining technological innovation
(Azar & Ciabuschi, 2016; Camisón & Villar-López, 2011). As changes
in a firm’s technological and market system, such as the ones incurred
by internationalization, require changes in the administrative system
(Lam, 2005). Organizational innovation is meant to increase SME
performance through adjusting a firm’s internal parameters to the
challenges and dangers posed by an international context. Thus, the
following hypothesis is proposed:

H1. Organizational innovation relates positively to SMEs’ international
performance

2.2. Personal and organizational drivers, organizational innovation, and
international performance

Understanding the factors that drive SMEs’ international perfor-
mance is important (Leonidou & Spyropoulu, 2007; Shan, Song, & Ju,
2015). Previous research has broadly distinguished between external
(environmental) and internal (both personal and organizational) dri-
vers of performance (Katsikeas and Sharmeas, 2003; Leonidou et al.,
1998), mainly by adopting a contingency or resource-based theory lens
(Murray, Gao, & Kotabe, 2011). Our study is centered on internal
drivers as an enhanced set of capabilities to deploy resources for
internationalization. As argued by the RBV, internal capabilities define
the direction of a firm’s growth, and subsequently influence its
international performance (Ismail & Kuvalainen, 2015).
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