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ABSTRACT

Small and medium enterprises (SMEs) require a combination of organizational and individual skills 
to grow more rapidly in international markets. The question is whether there is an ideal combination 
to compete in the present (exploitation orientation) or to prepare to compete in the future (exploration 
orientation), and whether managerial cognition plays a role on determining international growth. The 
analysis of Portuguese manufacturing SMEs suggests that the manager’s cognitive systems do not have 
an overall influence on the growth of foreign sales to total sales (FSTS), but the two cognitive systems 
(experiential and analytic) have a different influence on international exploitation and exploration. 
International exploration and exploitation mediate the relationship between the latter variables. This 
study contributes to a better understanding of the role that organizational ambidexterity plays on 
the SMEs’ speed of internationalization and how the manager’s cognitive systems influence this 
organizational orientation.
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INTROdUCTION

The topic of the speed of internationalization occupies a central position as a measure of the 
international success of businesses (Acedo & Jones, 2007; Casillas & Acedo, 2013), which is 
considered the most relevant time-based dimension in the study of the firm’s internationalization 
(Prashantham & Young, 2011).

The literature on the concept and measure of speed of internationalization has become vast 
and heterogeneous, and it includes various perspectives. Despite conceptual (Casillas & Acedo, 
2013) and empirical studies (Pla-Barber & Escribá-Esteve, 2006) have suggested that speed of 
internationalization is a multi-dimensional concept (Casillas & Acedo, 2013; Zucchella et al., 2007), 
the core of the definition indicates that speed of international expansion captures how fast a firm 
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spreads its sales activities to several foreign markets (Casillas & Acedo, 2013; Hilmersson & Johanson, 
2016; Hilmersson et al., 2017).

Additionally, ventures become international increasingly early, which requires firms to grow 
significantly quickly in short time period, a type of born to grow requirement, in order to survive 
and obtain the return needed to compensate the higher risk that such decision entails (Puig et al., 
2018; Zucchella et al., 2007).

When a firm operates in an international market, it faces a more competitive environment. 
Managers should then address the following question: how many resources should the firm allocate to 
exploration and exploitation of international activities? International Business-IB theories characterize 
the internationalization of firms as the ability to exploit competitive advantages, and the desire to 
explore resources that strengthen corporate global competitiveness and long-term performance (Hsu 
et al., 2013). Thus, while some firms tend to search for new international business opportunities 
(international exploration orientation), others tend to exploit existing products, services, assets 
or capabilities in foreign markets already identified as the key target (international exploitation 
orientation). Furthermore, a recent research stream claim that such decisions strongly depend on how 
managers use their two cognitive systems (Maitland & Sammartino, 2015), namely cognitive system-C 
(Sys-C, analytical, conscious reasoning) and system-X (Sys-X, intuitive, effortless, automatic and 
experiential-based reasoning).

Thus, the aim of this study is to shed light on which organizational orientation helps SMEs to 
grow faster internationally, and the role played by the manager’s cognitive systems. Our results have 
relevant implications for theory and practice. First, whether international organizational ambidexterity 
–i.e. simultaneously exploring while exploiting– can reach international growth at higher pace. Second, 
whether there is an optimal combination of exploration and exploitation activities to allow quicker 
international grow. Third, whether the combination of experiential knowledge (Sys-X) and analysis 
plays a role to explain the pace of international growth and organizational orientation.

The empirical analysis is carried out on a sample of 93 Portuguese SMEs. Portugal is a peripheral 
region from EU and a small open economy in which SMEs should become international, at some 
moment, in order to survive. The Portuguese industrial system is predominantly dominated by 
SMEs, representing a relevant setting for this research. Our sample includes firms from traditional 
manufacturing sectors: footwear, textile, clothing and furniture.

In the remaining of the paper, we first review the literature on the organizational ambidexterity 
- speed of internationalization link, with a special focus on reflecting whether and how much the 
manager’s cognitive systems influence this relation. Hypotheses are then developed on the cognitive 
systems effects over the levels of international exploration versus exploitation and on the links of the 
latter orientations with international sales growth. In the following section, we describe the sample, 
data and measurements used for the empirical analysis by means of partial least squares. We then 
present and discuss the results and, finally, we introduce our conclusions and their implications for 
both researchers and practitioners.

LITERATURE REVIEw

The increasing level of rivalry in international markets requires firms to be proactive (Martini, et 
al., 2013), driving the interest in the study of the different competences that the organization should 
have for the creation of new businesses (Kickul, et al., 2009).

The term ‘organizational ambidexterity’ was the proposal of March (1991), which portrays 
the phenomenon as the ability of firms to share attention and resources that affects how managers 
approach markets (He & Wong, 2004; March, 1991), which includes domestic and international 
markets. The term “organizational ambidexterity” is related to the businesses ability to simultaneously 
pursue learning, innovation, stability and transformation in organizational adaptation and strategic 
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processes and, flexibility in organizational structure (Raisch & Birkinshaw, 2008). Organizational 
ambidexterity is, thus, the ability of an organization to be simultaneously efficient in its management 
of today’s business demands–exploitation orientation– and adaptive to changes in the environment to 
compete in the future –exploration orientation – (Duncan & Weiss, 1979). It is common to associate 
exploitation with the existence of current resources and capabilities and the exploration to the search 
and discovery of new possibilities (Stephan & Kerber, 2010). We can, then, conclude that exploitation 
activities seek to increase the efficiency and utilization of current resources and capabilities in the 
short term; exploration activities allow the discovery of new opportunities outside the organization 
to be successful in the long term (Lubatkin et al., 2006), including opportunities in international 
markets (Prange & Verdier, 2011). The resources allocated and split into both orientations should 
be balanced in order to not compromise short and long-term viabilities but firms, faced with this 
dilemma, should invest in both simultaneously if they want to sustain the business over time (Dasí 
et al., 2015; Hsu et al., 2013; Voss & Voss, 2013).

This ambidexterity, as the ability to compete today while preparing to compete tomorrow, requires 
an intensive use of the manager’s cognitive systems. As the empirical research on IB points out, it is 
necessary to incorporate managers’ decision styles and cognitive processes in the way companies act 
(Maitland & Sammartino, 2015), since resource allocation is up to the entrepreneur-manager (Kickul 
et al., 2009). This reveals the influence that the individual has on decisions made by companies, thus 
leading to business the way they think, act, learn, understand, and operate the company as a segment 
of the manager-entrepreneur (Kickul et al., 2009).

The cognitive traits of individuals explain the recognition of opportunities and the selection of 
the way by which they process business information (Acedo & Jones, 2007). This process involves the 
interaction of two cognitive systems - System -X or experiential and System-C or rational (Kahneman 
& Frederick, 2002). However, the literature shows that there is a third type of management style - 
integrated, which uses both the analytical and experiential decision according to the context (Agor, 
1984). In order to explain the differences in relation to exploratory and exploitative activities in firms, 
de Visser & Faems (2015) argue that, individuals with a rational cognitive system (System-C) tend 
to opt for organizational exploitation and intuitive individuals (System-X) are more likely to choose 
organizational exploration.

Based on mental models to assess the attractiveness and possibility of achieving 
opportunities, cognitive models and images process current information by projecting it into 
future situations (Wood & Mckelvie, 2015). According to Haaja (2019), the international 
opportunity recognition refers to an iterative process that involves aspects of research/discovery, 
identification, evaluation and creation of opportunities. This author proposes three groups 
of factors that constitute the entrepreneur’s mental images for specific foreign markets: (1) 
experiences of the market, (2) current strategies and resources, and (3) attractiveness of the 
market. The first group is a relevant element of internationalization theory since experiential 
knowledge is crucial for the understanding of the firm’s international behaviour (Figueira-de-
Lemos et al., 2011; Johanson & Vahlne, 1977). This is a feature of the cognitive system-X, 
which strongly relies on learning-by-experience in valid environments (Kahneman, 2003). 
In addition to the cognitive dimension, the external international environment influences 
international opportunity recognition (Peiris et al., 2012, 2015), either by the ongoing expansive 
or exploratory activities (Hohenthal et al., 2003), by dynamic feedback (Chandra et al., 2012) 
or, simply, by the external stimuli that lead to the internationalization of businesses (Santos-
Álvarez & García-Merino, 2010). This reveals a subjective process shaped by the environmental 
characteristics and inputs that the entrepreneur interprets by using both cognitive systems. 
Thus, to called ‘mental representations’ (Zahra, 2005), ‘cognitive frames’ (Andresen et al., 
2014) or the ‘prototypes’ (Chandra et al., 2015) are the result of the environment and the 
experiences of entrepreneurs.
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RESEACH MOdEL ANd HyPOTHESES

The mediating role of international organizational ambidexterity in contributing to the speed of 
internationalization in SMEs is central to our study (see Figure 1).

’Exploration’ and ‘Exploitation’ are two major organizational orientations that affect learning 
processes at different levels (Levitt & March, 1988). There are several authors who argue that the 
long-term success of firms requires an ‘ambidexterity’ orientation (Raisch & Birkinshaw, 2008; 
Voss & Voss, 2013). Ambidextrous firms consider exploration and exploitation activities (Raisch 
& Birkinshaw, 2008) rather than presenting them as two distinct but complementary perspectives 
(Voss & Voss, 2013).

In an international environment, IB theories characterize the internationalization of firms as the 
ability to exploit competitive advantages, and the desire to explore resources that strengthen corporate 
global competitiveness and long-term performance (Hsu et al., 2013). Therefore, the more ambitious 
the organization is, the more capacity it will have to exploit the current resources and explore new 
international markets successfully, thus helping to accelerate the internationalization process.

The organizational ambidexterity requires the use of both cognitive reasoning (Sys-C and Sys-X). 
Exploration and exploitation require the use of business intuition based on experiential knowledge, a 
holistic perspective and creativity, all of which is related to the use of Sys-X. It also needs the use of 
detailed analysis to check for potential inconsistencies stemming from Sys-X, a conscious reflection 
based on facts, which is related to the use of Sys-C. In fact, experiential managers are characterized 
by greater creativity and capacity to solve problems based on experiential knowledge (González-
Loureiro & Vlačić, 2016). As such, they will be able to detect opportunities more readily than rational 
managers will, once the analytic cognition (Sys-C) is more conservative and risk–averse, needing a 
detailed and conscious analysis to reach a decision.

Thus, individuals that tend to use their intuitive reasoning tend to learn from experience, using 
this automatically and emotionally acquired knowledge in new situations. While the individuals who 
tend to be more rational acquire information deliberately, operating on a conscious, intentional and 
analytical level, needing to resort to careful analysis when they want to develop an idea (Dane & 
Pratt, 2007; Kickul et al., 2009).

The international exploration is related to scanning the international environment in the search 
for new international business opportunities. It may take the form of new international markets or 

Figure 1. Research model
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developing new products for international markets, while international exploitation activities relate 
to seizing on extant products and markets, adapting existing technologies and focusing on current 
customers by digging deeper with what the SME already has (Lubatkin et al., 2006; Prange & Verdier, 
2011).

On the one hand, we know from psychology research that cognition is incomplete without the 
intervention of both cognitive systems (Sys-C and Sys-X). On the other hand, from IB research we 
know that experiential knowledge is key for the explanation of internationalization. Experiential 
knowledge is part of Sys-X (based on the experience, the feelings). Thus, a higher use of Sys-X 
should lead to increased levels of international exploration activities. Scanning the international 
environment in the search for new international opportunities is part of the international exploration.

Hypothesis One: A higher use of Cognitive System-C will have a positive impact on higher levels 
of international exploration.

Hypothesis Two: A higher use of Cognitive System-X will have a positive impact on higher levels 
of international exploration.

Similar to the previous arguments, international exploitation means that activities are devoted 
to an intensive use of current products in current markets (Lubatkin et al., 2006; Prange & Verdier, 
2011). It may take the form of more depth in the current international markets in terms of increasing 
the presence in foreign markets where the SME is already present. This requires both analysis and 
intuitive reasoning, the latter based on experiential knowledge, the former based on the analytical skills 
of data. Hence, to exploit current assets, products or markets, the manager should use intensively both 
cognitive systems: the intuition (based on experience) of what type of actions should be implemented, 
and the analysis of data to reach a final solution.

Hypothesis Three: A higher use of Cognitive System-C will have a positive impact on higher levels 
of international exploitation.

Hypothesis Four: A higher use of Cognitive System-X will have a positive impact on higher levels 
of international exploitation.

Although some studies have found a positive impact of organizational ambidexterity on SME’s 
performance (e.g. Ebben & Johnson, 2005; Lubatkin et al., 2006), it must be mentioned that there is a 
trade-off relation between exploration and exploitation orientations. Since the constrained availability 
of resources is a characteristic of SMEs, they should choose how to split the total amount of resources 
to each orientation, although the overall idea is to maximise both. A usual metric of the degree of 
internationalization includes the ratio foreign sales to total sales-FSTS. Since its growth is a short-term 
measure of increased success of extant products in extant foreign markets, it can be predicted that 
an international orientation to exploration will have a negative impact on short-term FSTS growth. 
The main argument is that returns associated with exploration are more variable and distant in time 
than returns associated with exploitation (Dasí et al., 2015; He & Wong, 2004; March, 1991; Raisch 
& Birkinshaw, 2008). Thus, an international exploitation orientation will have a positive impact on 
the growth of FSTS since these activities try to exploit extant products in current foreign markets by 
means of increased levels of efficiency.

Hypothesis Five: A higher level of international exploration will have a negative impact on the 
growth of FSTS.

Hypothesis Six: A higher level of international exploitation will have a positive impact on the growth 
of FSTS.
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METHOdS

Sample and data Collection
To test our hypotheses, we used a quantitative survey method. Our sample included Portuguese SMEs, 
created between 2005 and 2017, that had at least one year of international sales. As an exploratory 
study, we focused on traditional manufacturing sectors, footwear, textile, clothing and furniture (NACE 
codes 13, 14, 15 and 31), because these sectors are characterized by a high number of SMEs with a 
higher internationalization orientation and high-quality product range.

SMEs, in this study, were defined as firms with less than 250 employees and annual sales below 
EUR 50 million or the annual balance below EUR 43 million, according to the EU recommendation 
2003/36. A sampling of 795 SMEs with sales from international markets was gathered from the 
SABI (Iberian Balance Analysis System) database that contains credible and current quantitative 
information from Portuguese companies.

In addition to the quantitative data that was available in a statistical database, we sent a questionnaire 
to the selected SMEs’ management team. The team consider the CEOs, export managers, area sales 
managers, or those who held similar positions, which ensured that respondents are knowledgeable about 
the firm’s operations in the international markets. Managers at these 795 SMEs were initially contacted 
via email (which included an individual link to the online questionnaire) and later via telephone, to 
reinforce request for the participation in the study, conducted between April and December 2018. 
Although we used several methods to improve the response rates (e.g, the participants were informed 
that they would receive a summary report of the study as an encouragement), we received 93 (11.7% 
response rate). Most companies did not participate in the survey due to several reasons. Some were 
unreachable after multiple attempts; others declined to complete the questionnaire due to policies of 
not participating in surveys, or lack of time to participate.

Measurements
The key variables are growth of foreign sales-to-total sales (target variable), cognitive systems and 
international organizational ambidexterity (explanatory variables), and firm size, managers experience 
in the industry and in international markets as control variables. The operationalization of these 
variables is next described.

According to several contributions from the literature, the speed of internationalization is based 
on the ratio of foreign sales to total sales-FSTS (Autio et al., 2000; Jin et al., 2017; Zhou et al., 2010), 
which is our target variable. “Foreign sales”, in this study, are defined as sales on international markets, 
regardless the mode of entry, i.e. export sales or sales from foreign subsidiaries. Internationalization 
speed is then proxied with the change from the past FSTS (relative the 2017 year) and the expected 
FSTS (based the mean the years 2018, 2019 and 2020), translated into the following formula: Growth 
= (Expected FSTS (2018-2020) – Past FSTS (2017)) /Past FSTS (2017). The larger the growth the 
FSTS changes, the higher the speed of internationalization. Data for the growth FSTS measure were 
obtained from the survey questionnaire by asking the respondents the FSTS for the periods indicated.

The Cognitive Systems was operationalized through the scale Situation-Specific Thinking Style 
(SSTS) of Novak & Hoffman (2009), in which respondents assess how the team responsible for 
internationalization activities tend to use their cognitive systems when making international decisions. 
The STSS scale measures the use of cognitive systems with 10 items for the experiential system 
(System X - intuition) - and 10 for the rational system (System C - analysis). It is a 5-point Likert scale 
ranging from 1 (I disagree at all) to 5 (I agree entirely). To measure the International Organizational 
Ambidexterity (IOA) we adopted the Lubatkin et al. (2006) scale, in which respondents evaluate the 
company’s IOA. It considers 6 items for each explorative and exploitative orientation through a 5-point 
Likert scale ranging from 1 (disagree at all) to 5 (fully agree). This scale is explicitly referred to the 
orientation of companies in the international markets.



Journal of Global Information Management
Volume 29 • Issue 1 • January-February 2021

74

The firm size was measured according to the EU recommendation 2003/361, with a typology of 
micro, small or medium-sized firms. The international experience of the respondents was obtained 
by asking directly how many years they have participated in international activities (e.g. participation 
/ representation in international events such as fairs, trade shows, carrying out exploration trips to 
international markets or other international activities). Finally, the managers’ experience in the 
industry was also obtained by asking directly for how long they have performed these duties in this 
industry (number of years).

The share of sectors was balanced in the usable sample (footwear -18.3%; textile -21.5%; clothing 
-33.3% and furniture -26.9%). The companies are mostly small and the international experience of 
their managers is, on average, 9.8 years and the experience in industry is 14.8 years on average.

RESULTS

Measurement Validity and Reliability
We used a latent model with SMARTPLS v3.2.8 (Ringle et al., 2015). We used structural equation 
modelling by partial least squares (SEM-PLS) since the goal was to maximize the explanation of the 
variance (R2) for the growth in FSTS in a latent model. This procedure is more robust than a variance-
covariance based model for small to medium sample sizes (Chin, 1998). Another justification for this 
choice is the lack of robust empirical papers exploring these relationships.

Our latent variables were reflective measurement scales, i.e. the indicators were highly 
correlated and interchangeable (Hair et al., 2013), which were examined for reliability and validity 
(Hair et al., 2012).

Exploratory Factor Analysis
First, we included all the items in the SEM-PLS and retained the items with factor loadings above 
0.7 (Field, 2009). We performed this in SMARTPLS by using the factor weighing scheme under 
the PLS algorithm. After that, we checked the data adequacy, evaluated the reflective outer model 
and the inner model by performing a studentized bootstrap algorithm of 5000 resamples to obtain 
t-values for estimates.

data Adequacy
A first concern relates to the sample size relative to the evaluated relationships. The widely-used rule 
of thumb (Chin, 1998) suggests that the overall sample size should be 10 times the largest of: (1) the 
block with the largest number of indicators or (2) the dependent variable with the largest number of 
independent variables impacting it. In our model, (1) is equal to 4 (Sys-X intuition), and (2) is equal 
to 7 (the number of arrows arriving at Growth-FSTS). Therefore, the minimum sample size should 
be 70 and our sample contains 93 cases, so data adequacy is met.

Reflective Outer Model Evaluation
The rule to retain reflective indicators is based on outer loadings (Hair et al., 2013). A bootstrap 
over 5,000 resamples was conducted with no sign changes in the resampling - the most conservative 
method. We used a one-tailed test at 0.05 significance level and retained outer loadings above 
0.6 (Hair et al., 2013). All the constructs exceeded the minimum threshold for CR=0.70 for 
discriminant validity (Bagozzi & Yi, 1988) and 0.5 for AVE as a measure of convergent validity 
(see Table 1). The square root of each AVE should be greater than the correlations between the 
latent variables according to (Fornell & Larcker, 1981), and the absolute hetero-trait mono-trait 
ratio (HTMT) (Henseler et al., 2016). This indicates that discriminant validity has been established 
between all the pairs of constructs.
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Inner Model Evaluation
Although PLS-SEM lacks a unique global scalar function to be optimized, Hair et al. (2012) suggests 
the central criterion of R2, effect size (f2), and path coefficients with their respective t-values for 
models with reflective indicators. The overall approximate model fits (SRMR) was below the suggested 
threshold of 95% and 99% bootstrap quantile (Henseler et al., 2016). The adjusted R2 of the target 
construct decreases marginally from 0.213 to 0.149 when adjusted for the number of variables in 
the model (see table 2).

dISCUSSION

Our results support some of the hypotheses of this study (Table 2 and table 3). Cognitive systems have 
no overall influence on the growth of FSTS, neither directly nor indirectly. However, the use of both 
cognitive systems increases the activities devoted to exploitation (Sys-C: 0.42; Sys-X: 0.20), while 
only Sys-C increases the exploration orientation (Sys-C: 0.29). So, H1 is supported, which stated that 
a higher use of Cognitive System-C has a positive impact on higher levels of international exploration. 
However, we found no support for H2, which proposed that a higher use of Cognitive System-X 
impacts positively on higher levels of international exploration. H3 and H4 are both supported, 
which suggested that a higher use of Cognitive System-C and System-X has a positive impact on 
higher levels of international exploitation. These results corroborate that both cognitive systems are 
required for the manager to decide the firm’s international orientation to exploit their extant products/
resources in current international markets, i.e. both experiential knowledge and analysis are required. 
On the other hand, it seems that it is only by analysis that managers can increase its international 
orientation to explore –new foreign markets, new international business opportunities…–. The lack 
of influence of Sys-X on exploration can be explained by the fact that exploring entails new contexts, 
and experiential knowledge (Sys-X) is useless when the context is different to that where the manager 
gained his/her experience. Hard as we tried, we could not find a benchmark study to compare our 
results on this issue, a question that future investigations should perform.

H5–a higher level of international exploration has a negative impact on the growth of FSTS– is 
supported. This means that a higher international orientation to exploration leads to lower rates of 

Table 1. Descriptive statistics and correlation matrix

Latent Constructs Mean SD Quality Criteria Latent Variable Correlations Matrix

CR CA AVE 1 2 3 4 5 6 7

1. Exploitation 4.21 0.63 0.92 0.87 0.80 0.89

2. Exploration 3.96 0.64 0.87 0.78 0.70 0.72 0.83

3. Firm Size 2.05 0.67 n.a. n.a. n.a. 0.31 0.45 n.a.

4. Manager Int 
Experience

9.87 9.43 n.a. n.a. n.a. 0.27 0.26 0.06 n.a.

5. Manager 
experience

28.63 10.24 0.94 0.88 0.89 0.13 0.07 0.02 0.59 0.93

6. Sys-C-analysis 4.09 0.44 0.84 0.75 0.57 0.56 0.43 0.05 0.04 0.05 0.75

7. Sys-X-intuition 3.46 0.71 0.92 0.89 0.74 0.29 0.23 0.07 0.04 0.13 0.27 0.86

8. Growth FSTS 0.51 1.41 n.a. n.a. n.a. 0.10 0.38 0.27 0.09 0.17 0.18 0.06

(*) Mean, the average score for the items retained in this construct; SD=standard deviation; CR=composite reliability; CA=Cronbach’s Alpha; 
AVE=average variance extracted; The italic numbers on the diagonal are the square root of the AVE. Off-diagonal values are correlations among constructs/
variables; n.a.=not applicable (single-item)
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FSTS growth (beta= –0.39). Similarly, H6 –a higher level of international exploitation has a positive 
impact on FSTS growth– is also supported (beta= +0.20). This means that if SMEs want or need 
to grow FSTS in the short-term, then it is better to devote resources to exploitation rather than to 
exploration activities. If the firm allocates resources for both then FSTS growth will be deteriorated, 
which gives rise to the issue of the inability of firms to simultaneously develop successfully both 
orientations; there is a trade-off between them regarding the growth of international expansion.

A plausible explanation is that SMEs typically present internal constraints such as 
management experience, time to be allocated to managing both orientations, access to capital, 
talent and resources (Ebben & Johnson, 2005). This limits the chances to allocate resources to 
the exploration of new activities. In fact, a t-test of paired samples differences of means yielded 
a significant difference so exploitation is higher than exploration (mean diff (Exploit-Explore) 

Table 2. PLS_SEM analysis

Relations Stand. 
Path Coef. t-Value f2 R2 R2 

adj.

Exploitation→growth FSTS 0.20(+) 1.678 0.03

0.213 0.149

Exploration→growth FSTS -0.39(*) 2.531 0.12

Firm size→ growth FSTS -0.17(*) 2.384 0.03

Sys-C analysis→growth FSTS -0.10 n.s. 0.817 0.01

Sys-X intuition →growth 
FSTS 0.09 n.s. 1.370 0.01

Manager Int Experience→ 
growth FSTS 0.07 n.s. 0.769 0.01

Manager Experience→ 
growth FSTS -0.20 n.s. 1.292 0.04

Sys-C analysis→Exploitation 0.42 (***) 5.946 0.23
0.253 0.237

Sys-X intuition→Exploitation 0.20 (+) 2.242 0.05

Sys-C analysis→Exploration 0.29 (*) 2.473 0.10
0.132 0.113

Sys-X intuition →Exploration 0.15 n.s. 1.596 0.03

Model 
assessment 
Indicators

Estimated 
model

Saturated 
model author

Overall 
approximate 
model fit: 
SRMR

0.067 0.058

Critical 
thresholds: at 
95%

0.082 0.069 <95% bootstrap quantile (HI95 of SRMR) or <99% bootstrap quantile 
(HI95 of SRMR) 
(Henseler et al., 2016)

at 99% 0.094 0.078

Saturated model: the model where the correlations between all the latent variables are assessed. The estimated model is 
based on a total effect scheme, i.e. it considers the model structure depicted. 
SRMR=standardized root mean square residual, discrepancy between the observed correlations and the model-implied 
correlation matrix 
R2: endogenous constructs’ explained variance; f2: effect size; 
t-values thresholds at one-tailed test of alpha=0.05 and 5000 resamples: t(0.05, 4999) = 1.645; 
t(0.01. 4999) = 2.327; t(0.005, 4999)= ;2.576 t(0.001, 4999) = 3.091. Coefficients significant at p-values: 
+ p < 0.050; * p < 0.010; **p<0.005; *** p < 0.001; n.s. Not significant based on t(4999), one-tailed test
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Figure 2. Path analysis

Table 3. Total, indirect and direct effects of Cognitive Systems and organizational ambidexterity on FSTS growth (overall 
assessment in PLS regression and bootstrapping of 5000 resamples)

Effects Point Estimate Coeff. t-Value

Specific indirect effects:

Sys-C→Exploration→growth FSTS -0.11 n.s. 1.517

Sys-X→Exploration→growth FSTS -0.06 n.s. 1.310

Sys-C→Exploitation→growth FSTS 0.08 n.s. 1.539

Sys-X→Exploitation→growth FSTS 0.04 n.s. 1.355

Total indirect effects:

Sys-C→growth FSTS -0.03 n.s. 0.506

Sys-X→growth FSTS -0.02 n.s. 0.467

Total effects (indirect plus path)

Sys-C→growth FSTS -0.14 n.s. 1.156

Sys-X→growth FSTS 0.07 n.s. 1.181

t-values thresholds at one-tailed test of alpha=0.05 and 5000 resamples: t(0.05, 4999) = 1.645; 
t(0.01. 4999) = 2.327; t(0.005, 4999)= ;2.576 t(0.001, 4999) = 3.091. Coefficients significant at p-values: 
+ p < 0.050 
* p < 0.010 
**p<0.005 
*** p < 0.001 
n.s. Not significant based on t(4999), one-tailed test
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=-0.24, t-value=-4.08, significant at p-level<0.001 at alpha-level=5%). Furthermore, managers 
tend to consider exploration to be a more complex phenomenon than exploitation (Marín-
Idárraga et al., 2016), requiring more time to yield a result. This lag in results will make the 
managers to prefer exploitation rather than exploration in the short-term. If the manager allocates 
resources to explore, then they must be detracted from those devoted to exploitation, which will 
have a final negative impact on FSTS. In fact, the focus on exploitation can be the appropriate 
response to the strong pressures on efficiency and prices to which organizations are subjected 
in the short-term (Cao et al., 2009; Gulati & Puranam, 2009; Raisch & Hotz, 2008), once that 
managers can more clearly understand extant knowledge, resources and capabilities and their 
functions by using them repeatedly (Kristal et al, 2010). However, if in the short-term SMEs 
may benefit from focusing on exploitation, this can have a negative impact in the long term 
(Dolz et al., 2019), in particular with regards to problems related with stagnation of sales and 
profitability (Levinthal & March, 1993; McNamara & Baden-Fuller, 2003; Smith & Tushman, 
2005). Yet our metric for growth on FSTS was circumscribed to a three-year timespan. Future 
investigations should include metrics for the long-term growth to validate these results. This 
finding provides an interesting discussion, refuting the idea that exploitation and exploration 
are complementary (Marín-Idárraga et al., 2016; Prange & Verdier, 2011), that both are central 
to a firm’s advancement (He & Wong, 2004; Kristal et al., 2010), have a positive impact on 
organizational performance (Peng & Lin, 2019) and that firms need to maintain both balanced 
capabilities succeed (Mudalige et al, 2019). Our findings are somehow consistent with Tsai & 
Ren (2019) and Pinho & Prange (2016), who found that firms should balance both orientations. 
A relevant question is that our finding is contrary to the prediction of Prange & Verdier’s (2011) 
proposition 1, which claimed that international growth is expected in firms pursuing explorative 
internationalization than to those seeking exploitative internationalization. Our results pinpoint 
the negative impact of international exploration on FSTS short-term growth. Perhaps this can 
be attributed to the short-termist of our metric and that proposition 1 should be addressed in a 
timeframe above three years.

Despite the average international experience was 9.8 years, our sampled managers tended to 
trust more on their analytic reasoning (Sys-C) rather than their experiential reasoning (Sys-X), since 
a t-test of paired samples differences of means yielded a significant difference between both (mean 
diff (SysC-SysX)=0.62, t-value=8.13, significant at p-level<0.001 at alpha-level=5%). Furthermore, 
the impact of Sys-C on both exploration and exploitation was significantly positive and higher than 
the impact of Sys-X, the impact of which was only significantly positive in the case of exploitation. 
This means that managers do not rely on experiential knowledge when exploring, while both cognitive 
systems have a positive impact on exploitation. The lack of support to hypothesis H2 (sys-X →Int. 
Exploration) is relevant since, according to theory, the outcomes of experiential reasoning (Sys-X) 
can only be trusted when applied to environments that are similar to the settings where knowledge was 
originated (Kahneman, 2003; Kahneman & Frederick, 2002). This is why it has a positive impact on 
exploitation but has no relation with exploration. This is, somehow, counter-intuitive since exploration 
requires creativity to find new business opportunities (de Visser & Faems, 2015), and creativity tends 
to be higher when stemming from Sys-X. Yet these managers only trust on exploration by analysis 
(Sys-C). Our findings are consistent with Sternad et al. (2013), who found that personal engagement 
of SME’s key managers has a positive impact on export.

Regarding the control variables, the growth of FSTS is higher for smaller than for larger SMEs. 
As the SME increases in size, it should expect lower FSTS growth rates. This can be explained by 
small versus large numbers in sales: it is more difficult to grow at the same speed as firms increase 
total sales, i.e. the total amount of sales required to keep the pace is higher when the denominator is 
higher. On the other hand, in our sample, neither the manager overall experience in the industry nor 
his/her international experience had an impact on the growth of FSTS.
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CONCLUSION

This article contributes to a better understanding of the determinants of the SME’s speed of 
internationalization by analysing the organizational orientation in terms of international ambidexterity 
and the use of the manager’s cognitive systems. The inclusion of the manager’s cognition in 
international business is very scarce (González-Loureiro & Vlačić, 2016; Maitland & Sammartino, 
2015) and the combination of both topics can yield additional insights to answer the question of why 
some SMEs can speed up its international growth. Furthermore, previous studies returned doubts 
on the positive or negative consequences of ambidexterity for the short-term performance of SMEs 
(Ebben & Johnson, 2005; Gulati & Puranam, 2009; Lubatkin et al., 2006). We tried to answer these 
questions by relating the cognitive system to the international ambidexterity and the growth of foreign 
sales to total sales.

Cognitive systems (experiential and analytic) have a different influence on international 
exploitation and exploration. The two cognitive systems may complement each other and produce 
synergistic effects when it comes to international exploitation. In contrast, only the analytic 
cognitive system has a positive effect on international exploration. We found that, although none 
of the cognitive systems have a significant total effect on FSTS growth, they play a relevant role to 
explain the combination of exploration and exploitation the firms develop. We found that a higher 
international orientation to exploration relates negatively with the FSTS growth in the short-term, 
while a higher international orientation to exploitation is positively related. Thus, an international 
ambidexterity will not yield a higher growth of FSTS in the short-term but the results of one of them 
will compensate the outcomes of the other. Thus, if SMEs aim to increase sales in international 
markets in the short term, it should allocate resources to exploitation in a higher extent than those 
allocated to exploration. This trade-off is extremely relevant in the international business arena since 
it seems that international ambidexterity is quite difficult to yield a positive result in the short term. 
The effectiveness of investments in exploration cannot be realized immediately in the growth of 
sales so SMEs may expect a depression in the short-term growth when exploring new international 
business opportunities.

Our theoretical implication is that a portion of the emergence of accelerated patterns of 
internationalization is rooted in SME’s international organizational ambidexterity (exploitative, 
explorative or ambidextrous), and this orientation is partly explained by the manager’s cognitive 
systems. Since accelerated patterns of internationalisation require a quick international growth, 
firms following such patterns should allocate more resources to exploitation than to exploration. 
Otherwise, growth will be lower. The practical implications relate to the need for devoting time and 
resources to plan the activities required for competing internationally. SMEs must cope with the 
trade-off between allocating resources to exploit extant resources and capabilities and to explore 
new opportunities outside the firm and domestic markets and their implications in the short-term 
growth of international sales. If SMEs want to grow internationally they should carefully think on the 
amount of resources allocated to each orientation. Additionally, managers should use both cognitive 
systems when implementing exploitative activities, while only analytic reasoning should be used to 
explorative actions.

Our sample has some limitations. This study is limited in scope because we only tested a small 
sample of manufacturing firms from traditional industries and among SMEs located in a unique 
country/region. On the other hand, future studies should include variables for analysing the role of 
top management team and its cognitive diversity on the speed of internationalization. Finally, future 
studies should test the impact of these variables on other metrics of the speed of internationalization, 
such as the increase in the number of international markets (scope) and long-term growth. Overall, 
managerial cognition is determinant to explain the SME’s international ambidexterity and the 
combination of exploration and exploitation activities display an opposite sign on the FSTS growth. 
The exploration-exploitation trade-off is still paradoxical - at least in the international business growth 
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- so the still unsolved question is how the SME can reach an ambidextrous international orientation 
without suffering from a fall in the short-term performance.
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