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The impact of managerial characteristics and stratgic orientation on

the SME'’s internationalisation profile

Abstract:

This study investigates the relationship betwegnr@mnagement team characteristics and
the level of internationalisation considering fismétrategic orientation as an intervening process
that might mediate the relationship.

Relying on primary data from 181 Small and Mediuzed Enterprises (SMEs), which had
a regular international activity, our findings seggthat some characteristics of the managerial
team are related to a more proactive strategia@i®n. Such orientation may allow the resource-
constrained smaller firms to obtain a greater comet in foreign markets and achieve success
via emphasis on quality and innovation.

Specifically, our data shows that firms that operat a higher number of countries are
characterised by proactive strategic orientatioms$ tend to be managed by teams which are less
controlled by family members, and are composed dgtively younger people who have more

diverse previous experiences and possess higlads leveducation.
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The impact of managerial characteristics and stratgic orientation on

the SME'’s internationalisation profile

Introduction

Internationalisation is now considered an inevialstep in the quest for sustainable
competitive advantage because of the heightenegetition in the global environment. However,
not all firms are able to increase their internadilopresence, particularly SMEs that have more
limited resources than large firms to cope with tisks and complexities of foreign expansion
(Morgan and Katsikeas, 1997). SMEs lack the amanintslack resources and hierarchical
administrative systems that can help companies geatieeir decision-making processes (Lubatkin
et al., 2006), so they have to rely more on thétesi of their top management team (TMT). In fact,
differences in the capability of firms to expantbifioreign markets have been linked, among other
factors, to the characteristics of the top managerream (Herrmann and Datta, 2005; Carpenter
and Fredrickson, 2001; Tihanyi et al., 2000).

Although many studies acknowledge the importance efecutives in the
internationalisation, the “processes” or “mecharssthrough which TMT characteristics influence
firm internationalisation is noticeably absent Ire tliterature (Lee and Park, 2006). Accordingly,
this paper aims to address this gap in the liteeahy examining the mediating effect of firm’s
strategic orientation for the relationship betw@®hT characteristics and firm internationalisation.

Strategic orientation is “a pattern in a streandegisions (past or intended) that guides the
organisation’s ongoing alignment with its envirommand shapes internal policies and procedures”
(Hambrick, 1983, p.5). We focus on strategic oaéinoh as a potential mediator because it is likely
to engender the development and activation ofegjr@s in foreign markets (Knight, 2001; Fletcher,
2004; Knight and Cavusgil, 2004; Sapienza et ablQ5). Firms developing more proactive
orientations perceive new markets opportunitiesemguickly than their competitors, and their
willingness to take higher risks facilitate the iation of those opportunities before their

competitors. Furthermore, the international enwinent entails a range of complexities related to
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political systems, cultural differences, etc., dhds proactive strategic orientation may allow the
resource-constrained smaller firm to obtain a greabmmitment in foreign markets and achieve
success via emphasis on quality and innovationdin2001).

Building upon internationalisation literature, thistudy endeavours to provide an
understanding of the international involvement bkbd by SMEs. While it is recognized that the
characteristics of the managerial team are a kaghbla in SMEs internationalisation, the focus of
this study is placed upon the firm’s orientation as intervening process that can mediate the
relationship between TMT characteristics and firmgrnationalisation.

Figure 1 summarizes the objective of our study.

Figure 1: Theoretical model

Top Management Team Strategic Orientation
Characteristics
Aggressiveness Level of
Age » Analysis > ionalisati
Experience A internationalisation
Education Futurity
Size Proactiveness
Family membet Risk taking

The paper is structured as follows. First, we amlthe influence of the firms’ strategic
orientation to the extent to which a firm engagesnew markets. Next, we identify how the
managers’ characteristics can shape the SO oiirths.fIn the following section, we describe the
methodology used for the empirical analysis andniegasurement of dependent and independent
variables. Finally, we discuss the main resultsoof study and present the conclusions and

suggestions for further research.

The relationship between Strategic Orientation and_evel of internationalisation

Firms that enter foreign markets are exposed th higcertainty emanating from their lack
of knowledge and the increased complexity of ofpegah multiple markets, different requirements
(product standards, industry norms, customer neg¢asd different tendencies and capabilities of

local competitors. The extent to which a firm erggmm international markets is likely to be related
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to its strategic orientation (Sapienza et al., 2086strategic orientation represents the rules and
processes by which a firm makes strategic decissgek new business opportunities and develop
competitive advantages. Therefore, strategic aatent it is likely to be associated consistently
with the extent and scope of the internationalisaprocess (Knight, 2001).

Strategic orientation has been examined along &ntarm. However, this continuum has
been anchored by the terms “proactive” and “reattiWood and Robertson, 1997; Czinkota and
Ronkainen, 1995; Porter, 1980). A proactive stiat@gientation leads to ongoing demand and
market analysis and aggressively pursued strapdgis (Wood and Robertson, 1997). A firm with
such orientation engages in product market innouatiundertakes somewhat risky ventures, and is
first to come up with innovations (Covin and Slevi989; 1991, Kreiser et al., 2002; Messeghem,
2003; Spicer and Sadler-Smith, 2006). A reactiventation reflects a short-term perspective with
relatively little value placed on formal planninigw levels of demand and market analysis and
anticipation of environmental changes (Miller antegen, 1982).

The notion of strategic orientation suggests tbates firms are more willing than others to
continually search for opportunities (Lumpkin andesd, 1996). Decisions with regard to
international expansion imply a high level of coeyty and uncertainty as the firms enter into
markets different from the more familiar domestiarket. Firms with proactive strategic
orientations are willing to make risky decisionglaare expected to exhibit higher levels of risk
tolerance in ambiguous situations such as thoselvad in internationalisation (Sapienza et al.,
2005; Knight, 2001). Moreover, SMEs with proactsteategic orientations are prone to develop
product and process innovations and, thus, suchsfihave an important knowledge base that
allows them to pursue fast and risky routes to ¢inoand to diversify towards a wide range of
markets and businesses (Kitching, 1967; Reed arfinhn, 1986; Tyler and Steensma, 1998;
Silverman, 1999; Tihanyi et al., 2000).

Therefore, firms with proactive strategic orierdas will show more aggressive and

positive attitudes to foreign markets and they attiempt to be first in developing new markets,



favouring the firms’ process of consolidation alataa terms of the scope of their foreign markets
or the intensity of activities within a foreign rkat (Dess et al.,, 2003; Clercq et al., 2005).
However, firms with more reactive strategic ori¢iotas will show more defensive behaviours in
their international strategies and they will haveless visible effect on the international
consolidation of the firms (Sapienza et al., 200%; and Escriba, 2006). We hypothesize:

H1: SMEs’ proactive strategic orientation will beogtively related with the level of

internationalisation
The influence of Top Management Team Characteriste on the Behaviour of Firms

According to Hambrick and Mason’s (1984) Upper Hoche (UE) Theory, the
characteristics of managers reflect their spedigtiefs, values, and viewpoints. Thus, executives
make decisions that are consistent with their dognibase, which consists of two elements:
(i) psychological characteristics (including valuesgnitive models, and other personality factors)
and (i) observable experiences (experience, adecation, etc.). Given that the psychological
characteristics are difficult to measure, theytgpecally imputed from more observable managerial
characteristics. Hambrick and Mason (1984) arghatiduch observable demographic attributes are
reasonable proxies for underlying differences ignition, values, and perceptions, which in turn,
influence important strategic decisions enacted rbgnagers and organisational outcomes.
However, the demographic approach has been catciZThe central concern is that the
demographic approach does not provide the procdssegich top management teams go about
their tasks (Pettigrew, 1992). Thus, interveningchagisms and processes such as information
processing, problem solving, coordination proceslue¢c. need to be addressed to fully understand
the link between demographic managerial charatiesigind strategic choices and performance
(Pettigrew, 1992).

This paper attempts to access the “black box” hbyoducing the concept of Strategic
Orientation as an indicator of the processes deeeldo analyze and integrate new information, to

coordinate decisions, to examine the evolutionndirenmental factors and to assess new projects



(Venkatraman, 1989; Covin and Slevin, 1989; Lump&imd Dess, 1996; Morgan and Strong,
2003). We will try to examine if firm's SO might be reflection of the characteristics of its
managers such as their average age, level of edncamount of experience, number of members
(TMT size) or number of family members that forntal¢éhe strategic actions of the firm. Below are
descriptions of the impact of TMT characteristiosaofirm’s SO.
Age

A top manager’'s age can be viewed both as a proxth&extent of experience and as a
signal of his/her resistance to risk taking andngiea Age is associated with greater conservatism
and less risk taking (Hart and Mellons, 1970; Chligl74), reduced ability to learn new behaviours,
and greater commitment to the status quo (Hamlaick., 1993; Weinzimmer, 2000, Datta et al.,
2003). Younger managers might tend to seek additiamformation when making decisions,
evaluate information more accurately, and haveebetbgnitive resources to map complex crisis
events (Hambrick and Mason, 1984; Greening and siohin1996). Because younger managers
have a heightened ability to recognize and actrosirenmental opportunities, they may be more
prone to pursue more proactive behaviours. Howalder managers have less ability to grasp new
ideas and learn new behaviours and have a limapaaty for dealing with changing situations,
meaning that they will adopt a more conservatiaac® (Herrmann and Datta, 2006; Musteen et al.,
2006). Therefore, our second hypothesis assetts tha

H2: Higher age of TMT members will be negativebated to a SME’s proactive SO.

Level of education

The level of education of a firm’s top managerscigsely related to the individuals’
knowledge and skill base (Hambrick and Mason, 19B#gcutives with a high level of education
have cognitive abilities and qualities to procedgsrmation and to execute more complex decision-
making to manage ill-structured situations (Usdik&892; Papadakis and Barwise, 2002). They
also can discriminate between an extensive vagesjternatives to understand environmental and

organisational problems and, therefore, to deviseemappropriate responses to complex situations



(Wiersema and Bantel, 1992; Greening and John€$6;1Goll et al., 2001; Herrmann and Datta,
2005). Furthermore, a higher level of education hasn associated with greater tolerance for
ambiguity and greater openness to change and itinavgKimberly and Evanisko, 1981; Wally
and Becerra, 2001; Herrmann and Datta, 2005). Tdrerewe expect that TMTs with higher levels
of education will enhance the firm’s proactive SO.

H3: The level of education of TMTs will be posiyvelated to a SME’s proactive SO.

Previous experience

The previousexperience that managers accrued by working inrdihms, industries or
markets is linked to innovative ideas (Finkelstamd Hambrick, 1990) and to the breadth and
variety of experience that members of the TMT hewthin the organisation (Auh and Menguc,
2006). Companies often seek executives from otheustries to fill top management positions.
Recruitment of executives from another industryother firm from within the same industry, or
with international experience may indicate that themmands placed on the upper echelon are
changing due to changes in corporate strategiediféhstage of the firm, its business environment,
or perceptions of the chief executive officers abine extent of cultural change needed in the
company (Carpenter, 2002). Teams that include nesagith experience in other firms or
markets, have a wider vision of strategic decisionake use of a higher variety of information
sources, and have differentiated capabilities (hee Park, 2006). Therefore, they tend to make
more changes in structure, procedures, and peophpared to teams whose members have been
promoted from within the firm (Hatum and Pettigre2006). In fact, managers who have developed
their careers exclusively in one organisation camssumed to have relatively limited perspectives
when faced with an unprecedented problem or enwiesrtal changes (Cyert and March, 1963;
Hambrick and Mason, 1984; Hermann and Datta, 208éhce, higher levels of experience from
outside the firm tend to be associated with regéptio innovation (Kimberly and Evanisko, 1981)
and a wider range of creative solutions to facdwamplex problems (Hitt and Tyler 1991). As a

result, firms with experienced managers are likelghow more proactive behaviours.



H4: Higher experience of TMTs from outside the fimtl be positively related to a SME’s

proactive SO.

TMT size

TMT size is a critical element of group demogragAyncona and Nadler, 1989). Size is
important to team composition because it represeméam’s structural and compositional context
(Amason and Sapienza, 1997). As TMT size growsgdthersity of opinions, values, and interests
increase (Bantel and Jackson, 1989; Wiersema anteBd992; Smith et al., 1994), which can
have both positive and negative effects on perfageaOn the one hand, larger groups have
greater cognitive resources at their disposal, wini@ay contribute to improved group knowledge,
creativity, and performance (Haleblian and Finlaist1993; Mueller and Barker lll, 1997; Trevis
Certo et al., 2006). On the other hand, larger teane@ more prone to conflict because of the
potentially diverse points of view that might prévd/loreover, larger groups may suffer from
problems related to control and coordination, whaah lead to performance declines (Mueller and
Barker Ill, 1997). As Simsek et al. (2005) pointad, opportunities for interaction and reciprocity
among team members decrease as teams grow in aize,thus quality and quantity of
communication among team members diminish. Forethheasons, many studies have posited that
team size is negatively related to organisatioreafgpmance(Haleblian and Finkelstein, 1993;
Smith et al., 1994; Amason and Sapienza, 1997;&krasal., 2005).

Because the TMT formulates and implements the §rstrategy, it must coordinate and
control the behaviour of its members. The gredtersize of the team, the greater the likelihood tha
goal and information asymmetries between team mesnad exist, which in turn means that rules
and regulations are more likely to be used as mednsoordination and control. Formal
bureaucratic control can impede the organisati@aigity to innovate and adapt in changeable
environments, resulting in poor results. For thesasons, we expect that team size will be

negatively related to proactive SO.



H5: Size of the TMT will be negatively related t8ME’s proactive SO.

Family members’ involvement

Because family firms generally dominate the ecomolandscape, Chrisman et al. (2005)
suggested the convenience of including familiakdinn the upper echelons model. Behavioural
processes of the TMT depend on the compositiohetéam (Hatum and Pettigrew, 2004). Thus, it
is reasonable to expect different behavioural pses between TMTs in family firms and non-
family firms. Moreover, it is also possible thathlb&ioural processes in family firms with parents
involved in managerial functions (parental famityrfs) will be different from those in family firms
without parents actively involved (non-parental figrfirms).

Ensley and Pearson (2005) observed that TMTs offamily firms had more idea conflict
than TMTs of family firms. The family members’ invement in the firm management enhances
the TMT cohesion and shared strategic cognitionjtbaiso may constrain other team members to
speak out and question ideas. By reducing consteugtiestioning and creativity, family firms may
be less likely to adopt a proactive SO.

Chrisman et al. (2005) also theorized that TMTsafental family firms tend to follow
defender strategies that emphasize efficiency, ismmy, and reliability. Conversely, teams of
non-parental family firms are likely to be prosmest exhibiting a great deal of innovative
behaviour when the teams are able to harness thizude of ideas emanating from their members.
Therefore,

H6: A higher number of family members in TMTs Ww#l negatively related to a SME’s
proactive SO.

Methodology
Sample
Data were collected from a 2003 mail survey that veendomly sent to Small and Medium-

sized Enterprises (SMEs) from sectors that makeorapt economic and employment



contributions in Spain. We had the sponsorship floral economic authorities, which contributed
with letters explaining the objectives of this s and asking managers to collaborate by
responding a questionnaire. The survey instrumensisted of a questionnaire that we mailed to
1800 senior-level managers, who were most likelggonvolved in the decision-making process in
their firms. Over the course of three months, welena series of reminder phone calls to increase
the response rate.

Overall, we obtained primary data from 301 SMEsrfreeven industries (furniture; textiles;
tles and ceramics; road transportation; food psitg); machine-tool producers; and shoe
manufacturing). Six questionnaires were ineligidkecause the research instrument was
inadequately completed. Thus, we used a total 6fq@@®stionnaires for our analyses. The response
rate (16.39 %) is comparable with that of othedi&s that have used a similar research design in
Spain (Entrialgo, 2002).

For the purposes of the paper, we selected a sanmpigosed only by SMEs that
acknowledged a regular international activity. Hyal81 firms were used in the analyses. These
firms are from traditional industries, which arestip mature and fragmented in nature. Hence, the
effect of industrial sector on internationalisatibas been somewhat controlled for by selecting
companies operating in markets with low growthsate

Measurement of variables

Dependent variableWe rely on multidimensional measures of intewralisation to improve
validity (Sullivan, 1994). We measured tbgtent of internationalisation as the ratio of foreign
sales over total sales. We defined sitepeof internationalisation as the number of countires
which a firm operates.

Independent variabledn the survey, CEOs were first provided with didgon of a TMT (“a
group of senior managers that generally makes idesishat are important to the firm’s future) and
were then asked to identify and provide demograpticrmation about those who had been

members of their TMTs over the past two years. WasuredAge of the TMT as the average of
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the team member&ducational level was defined as the percentage of managers withensiy
level of education. We used the percentage of nesagith previous experience in other firms,
sectors and/or markets to measure the levekpérienceof the managerial tearBizewas defined
as the number of top managers composing the teauh, #ally, familiar nature of TMT was
measured as the percentage of managers relatee fanily owners.

Table 1 shows how we measured the dependent aegandent variables as well as the
previous studies that we used in order to operaliss them.

Table 1: Variables’ measurement

Variables Measure Cronbacha Studies
Strategic See scale’s measurement below (Fig. 2; Tat|‘53720 Adapted from Covin and Slevin (1989)
Orientation 2 and 3) ) and Venkatraman (1989)
TMT’s age Average age of the top managers N/A E\ggb%m and Birley (1988); Weinzemmef
TMT's level of Percentage of managers with university leve le/A Wiersema and Bantel (1992); Datta et a|.
education education (2003)

Percentage of managers with previous

TMT's experience | experience in other firms, other sectors and/piN/A Finkelstein and Hambrick (1990); Acedd

and Casillas (2007)

markets
Familiar nature of | Percentage of managers related to the family N/A Chrisman et al. (2005); Ensley and
T™T owners Pearson (2005)
. . Haleblian and Finkelstein (1993); Smith fet
TMT's size Number of top managers composing the team N/A al. (1994); and Simsek et al. (2005)
Extent: Foreign sales as a percentage of totgl Extent: Tallman and Li (1996),
sales Athanassiou and Nigh (1999); Sapienza et
Internationalisation N/A al. (2005)
_ Scope: Tallman and Li (1996); Fischer gnd
Scope: Number of countries Reuber (1997); Sapienza et al. (2005)

N/A: Not Applicable

Mediating variable A twelve-item scale measured tB&ategic Orientation construct. This scale

was adapted from existing instruments proposed bieivand Friesen (1982), Covin and Slevin
(1989), Venkatraman (1989), and Morgan and Str@@§3). The scale focuses on five different
features of the firms’ SO: aggressiveness; analysmvation; proactiveness; and risk taking. No
theoretical foundations exist to suggest that sAMvel characteristics are linked to specific
dimensions of SO and we did not expect differeflu@nces of each dimension on international

commitment; therefore, we used a one-dimensionastcoct according to other authors (Miller,
11



1983; Covin and Slevin, 1989; Wiklund, 1999; Miktsal., 2000; Kreiser et al., 2002). Thus, firms
showing a more proactive SO are characterized lyeagive competitive behaviour, the seeking
and analysis of information to improve decision mgk proactive attitudes demonstrated by
anticipation, frequent product innovation, andrarsg propensity for risk taking.

We asked respondents to characterize their firr@drSterms of these twelve items, and we
used the average rating as the firms’ SO scor@s§ess construct validity, we ran a factor analysis
In exploratory factor analysis, the factor loadirigs the items included in the SO scale indicated
the existence of four dimensions. Two items showaugor loadings lower than 0.60 were dropped
from the scale (see Table 2, items V7 and V12).tN&® subjected the remaining set of items to
Confirmatory Factor Analysis (CFA) using EQS softevdo assess construct validity and the
overall model fit for four-factor solution (Bentldr995). Figure 2 shows a diagram of the final

scale, and Tables 2 and 3 list the items includezhch dimension and the fit indices for SO scale.

Figure 2: Strategic Orientation Scale (ConfirmatoryFactor Analysis)

0.015* E3

<4——E3

0.731

Strategic
Orientation (F1)

*t>3.291, p <0.001
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Table 2: Strategic Orientation Scale’s measurement

DIMENSION Managers’ perceptions about...

(1: Strongly disagree, 2: Disagree; 3: IndifferehtAgree; 5:Strongly agree)

Aggressiveness - Sacrificing profitability to gain market share (V1)

- Cutting prices to increase market share (V2

Analysis - Establish deliberated plans to cope with envirortmegportunities and threats (V3)

- Emphasize effective information seeking and kegpnmiation identification for decisio

making (V4)

- Follow formal procedures to coordinate demxis in different areas (V5)

Futurity - Emphasize innovation to anticipate future markeidsg(V6) éssociated with the

proactiveness dimension after EFA

- Conduct prospective studies to examine the evalufdkey environmental factors (V7)

(removed after EFA

Proactiveness - Constantly seeking new products and markets (V8)

- Usually the first ones to introduce newrftgor products in the markets (V9)

Risk-taking - Sometimes, decisions in the company have produopdriant changes in the way we

operate as an organization (V10)

- The company tends to develop less risky investmprjects than competitors, although

income expectations are lower (V11) (reverse-coded)

- Assessment of new projects is based on intuitistead of analysis (V12)rgmoved after

EFA) (reverse-coded)

Table 3: Goodness of fit (Strategic Orientation Sda)

Indices Level of an acceptable fit Level of our scale
BENTLER-BONET NOMERD FIT INDEX Close to 0.9 0.932
BENTLER-BONET NONNORMED FIT INDEX Close to 0.9 0.95
COMPARATIVE FIT INDEX Closeto 1 0.967
LISREL GFI FIT INDEX Close to 0.9 0.960
LISREL AGFI FIT INDEX Close to 0.9 0.929
STANDARDIZED RMR Lower than 0.08 0.041

We assessed the reliability of the scale by anatyZironbach’s alpha. The alpha level for

the strategic orientation scale was 0.720, whichnsacceptable level according to Nunally and
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Bernstein’s (1994) recommendations (levels abov@)0.The scale also presents convergent and
discriminant validity. To assess the dimensionabiyd convergent validity of the scale, we
observed the results of the CFA. All factorial loegs had acceptable magnitudes (higher than 0.6)
and were highly significant, as their t-values whigher than 3.291 (p < 0.001). Moreover, the
value of the Bentler Bonett Normed Fit Index (BBINFor our scale was 0.932, exceeding the
recommended value of 0.9 and indicating strong eayent validity (Bentler and Bonet, 1980). To
asses discriminant validity, we performed a cotra@haanalysis among the dimensionos SO
(aggressiveness; analysis; proactiveness; andaksakg). The four dimensions (factors F2 to F5 in
fig. 2) exhibited correlations below 0.90. The etation coefficient between F2 and F3 was —
0.042; between F2 and F4, —0.013; between F2 and-@580; between F3 and F4, 0.502**,
between F3 and F5, 0.451**; and between F4 andOE®)7**; p < 0.01. Thus, latent variables
explain different concepts and our scale exhildgsrdaninant validity.

After assessing the reliability and validity of teeale, we determined the firms’ SO to be
the mean of scores from the ten items finally ideldi on it. Although the correlations between the
four dimensions (meaning aggressiveness; analysisctiveness; and risk takingf the SO scale
were below 0.50, indicating that they may vary peledently, we did not expect any significant
differences between the four dimensions and thel lefvinternationalisation. Therefore, we used an
aggregate measure of the SO of the firm, followkmgiser et al.’s (2002) recommendations when
no differences are expected.

Results and Discussion
Table 4 lists descriptive statistics for the valeshin this study and the correlation matrix,

and Figure 3 presents our theoretical model anthypetheses derived from it.

14



Table 4: Descriptive statistics and correlation maix

Variable Mean S.D. 1 2 3 4 5 6 7 8
1. Scope of 15.14 21935 | 1

internationalisation

2. Extent of 38,29 27,43 0.378* | 1

internationalisation
(%)

3. Strategic orientatio 3.22 0.8343 0.3531* 0.093 |1

4. Familiar nature of |47.7533| 42.42121 -0.268*1 -0.134 -0.478*1 1

TMT (%)

5. TMT's size 4.15 2.989 0.477* 0.091 0.205%| -B8* |1

6. TMT's age 42.3723 7.003 -0.034 0.073 —0.212**0.055 -0.139 1

7. TMT's level of 45.9619| 35.8471 0.303**| 0.070 0.458* -0.328*1 049 [-0.330** |1

education (%)

8. TMT’s experience |27.7188( 31.094§ 0.241**| 0.162* 0.571* -0.491% (Qa* -0.051 0.446* | 1
(%)

*p<0.05;*p<0.01

Figure 3: Theoretical Model

TMT's age
H2 (-)
TMT's education H3 (+)
h4 () > Strategic H1 (+) Level of
TMT'’s Experience Orientation ——> internationalisation
H5 (-)
TMT's size
H6 (-)
TMT's familiar
nature

We used the structural equation model using EQ®wvacé to determine whether the
observed pattern of relationships among the vasablas consistent with our theoretical model. As
we measured two dimensions of the internationaisatwo models were estimated (scope -Model
I, and extent-Model II). Figure 4 and 5 shows ttendardized path coefficients and t-test for each
of them. As it can be observed, the statisticdhnieque suggested new relationships that should be
incorporated in the original model I. Specificallyysuggested a relationship between TMT'’s size

and scope of internationalisation (measured as eurmbcountries). Adding the new path to the
15



original model resulted in good model’s fit. Thei-squared statistic of the revised model was
4.691 (4 degrees of freedom; p=0.32045).

Figure 4: Estimated model | (internationalisation measured as number of countries)

0.423*+*

TMT'’s size
TMT's age

-0.166*F :

v

) 0.267***
Strategic .
TMT’s education 0.150* Orientation ¢ Number of countries

TMT's experience 0.373*+*

TMT'’s familiar
nature

t>1.96; p <0.05; *t>2.576; p<0.01;, **=3.291; p<0.001

.............................. Relationship propa$y the technique

Figure 5: Estimated model Il (internationalisation measured as foreign sales)

TMT'’s size
TMT’s age
) 0.093 .
> Strategic Foreign sales as a
TMT’s education 0.161* Orientation percentage of total
sales

TMT'’s experience 0.370***

TMT’s familiar
nature

t>1.96; p <0.05; *t>2.576; p<0.01;, **=3.291; p<0.001
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Table 5 shows the indices for the goodness offfthe two models. All indices reveal a
good fit of models, and the values are not significant at p = 0.05. Therefare cannot reject the
null hypothesis of good models fit and our ressitpport the models.

Table 5: Goodness of models’ fit

. Level of an acceptabldg Level of model | (number Level of model Il
Indices ) . )
fit of countries) (foreign sales)
BENTLER-BONET NORMED FIT INDEX Close to 0.9 0.986 0.978
BENTLER-BONET NONNORMED FIT INDEX] Close to 0.9 0.988 0.990
COMPARATIVE FIT INDEX Closeto 1 0.998 0.998
LISREL GFI FIT INDEX Close to 0.9 0.993 0.991
LISREL AGFI FIT INDEX Close to 0.9 0.948 0.951
STANDARDIZED RMR Lower than 0.08 0.020 0.034
Chi-squared x?=4.691 (4 degrees of ¥2=5.562 (5 degrees of
freedom; p = 0.32045 > 0.09) freedom; p = 0.35119 > 0.0%)

Consistent with previous studies (Miller and Fries&984; Davis et al., 1991; Pla and
Escriba, 2006), our results in Model | show thaer¢ghis a significant, direct, and positive
relationship between SO and firm’s scope of inteomalisation measured as number of countries
(see Fig. 4). However, this relationship is notistizally significant in model 1l when we measure
the extent of the internationalisation, i.e. foreigples as a percentage of total sales (see Fig. 5)
Therefore, H1 is partially supported. These findirspiggest that firms with proactive strategic
behaviours enter into a higher number of differemiintries. However, firm’s proactive strategic
orientation does not seem to be related with adritgvel of dependence on international revenues.
Our results could reflect that more proactive behag are linked to the exploration of new
opportunities through entering new internationarkats but firms’ involvement and commitment
in foreign markets are influenced by other factonaybe more related to local characteristics and
conditions.

Results related to demographic variables are sinmil&odel | (scope of internationalisation
as dependent variable) and Model Il (extent ofrmdgonalisation as dependent variable). In H2,
we posited that average age of TMTs should be ivefdjatrelated to the proactive behaviour of

firms. Our results in both models show a significaiirect, and negative relationship between TMT
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age and the firm’s proactive orientation. Youngeanagers seem to adopt less conservative
behaviours than older ones, supporting hypothe&e® Fig. 4 and 5).

H3 focused on the potential positive effect of lgsel of education of the top managers on
the firm’s proactive orientation. We found a sigraht relationship between these variables in
Models | and Il, and thus our data support hypathdgsee Fig. 4 and 5). Therefore, these results
show that executives with higher levels of educati@ve greater cognitive abilities to manage
complex situations and that they are more openh@nge, contributing to a more proactive
orientations.

We found that the presence of managers with preveyperience in other firms, industries
or markets enhanced their firm’s proactiveness uUmeathe team benefited from a wider
conceptualisation of the problems, a greater wanéinformation sources, and greater capabilities
to manage new business opportunities. Thus, tleeiddodels | and Il supported H4.

Although our results in Models | and Il do not &allas to confirm HSwe discovered an
interesting non-significant relationship betweenT8ize and proactive strategic orientation (see
Fig. 4 and 5). Larger groups have more cognitig@ueces to help in decision-making but they can
also suffer from conflict because of irreconcilalgeints of view from different managers or
groups. Smaller groups have less cognitive ressuesailable for generating knowledge and
creativity, but they usually enjoy of more cohesmmong individuals. Thus, the non-significant
relationship between TMT size and the SO of thendiis especially interesting. The size of the
managerial team is strongly related to the sizéheffirm (Denis and Sarin, 1999; Yermack, 1996).
Our results suggest that the firms’ proactive S@asexclusive to bigger or to smaller firms. Thus,
the evidence shows that the adoption of proactivategic behaviours to face environmental
challenges is feasible for all SMEs regardless$eirtrelative size.

Nevertheless, the technique proposed the influeoiceTMT size on the scope of
internationalisation for a good fit of Model | (§8® of internationalisation as dependent variable).

This relationship is statistically significant askdows a positive sign. A possible way of handle the
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increased and varied dependencies and complexbciaded with international operations is to add
members to the team who have particular expertis&hm more generally increase the overall
information-processing capacity of the group (Sasa@ad Carpenter, 1998).

Our data in Models | and 1l support H6. Increasdgtience by family members on the TMT
had a negative influence on the firm’s proactive 3® we expected, non-family firms and family
teams with lower parental influence exhibited aagreal of innovative and proactive behaviour
compared to family firms with parental control. deneral, top managers in parental family firms
prefer to control the future of their firms and amere prone to sacrifice growth objectives in favou
of independence (Kets de Vries, 1993). Moreovenilfafirms usually have a stable organisational
culture (Kets de Vries, 1993; Kets de Vries, 196Baracterized by strong routines and personal
values. Such a culture may be an obstacle to granthto facing changes and new business
opportunities (Hollander and Elman, 1988; Hollanaled Bukowitz, 1990; Miles and Snow, 1994).
In contrast, non-family firms and non-parental femiirms could be more prone to accept
innovations and to explore new arenas.

Conclusions

Our findings suggest that there is a relativelyrggr association between certain TMT
characteristics, firms’ strategic orientation anternationalisation. Characterized by higher levels
of uncertainty and ambiguity, the internationalibass environment requires firms’ behaviours that
are flexible, open to change, exhibit greater tolee for ambiguity and possess superior
information processing abilities. These firms téade managed by teams composed by relatively
younger people who have had more diverse previoygmereences, possess higher levels of
education, and are less controlled by family member

This research makes three important contributiéinst, it probes into the “black box” to
specifically explore the intervening processes thaght mediate the relationships between TMT
characteristics and international commitment. Tradally, studies have analyzed how TMT

characteristics influence the strategic choicesariadcompanies and ultimately how they impact
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on performance. However, this approach, based enufiper-echelons perspective, have been
criticized because it assumes that demographiactarstics (such as age, education, experience,
etc.) are indicators of involvement in strategioick and change, but little is known about the
processes by which top teams go about their taBk#igrew, 1992). The focus of the present
research on the firms’ strategic orientation is raawl attempts to overcome the limitations of using
observable demographic attributes as proxies fdedying cognitive abilities, values and expertise
which, in turn, substantially impact decision-makend behaviour.

Second, this study involves extension of the odabupper echelons model to the global
arena. If top executives often are obstacles taqiine behaviours that would leadaareater level
of internationalisation, then an understanding dfatvcauses such resistance is important for
researchers and practitioners. Our findings imprdke understanding of the origins and
implications of executive mindsets and shed newtlign the role of TMT characteristics in the
firm’s strategic behaviour and internationalisatstrategies.

And, finally, many prior studies rely on secondatgta to analyse the influence of
executives’ characteristics on internationalisatiwafile. This study provides evidence about this
topic by asking managers about demographic datheofeam and processes developed to analyze
and integrate new information, to coordinate deadisj to examine the evolution of environmental
factors and to assess new projects.

Furthermore, this paper has important implicatiftmmsmanagers. Our findings indicate that
firms whose managers promote a proactive strataggntation obtain higher internationalisation
levels than firms not oriented to these types diaveours. Such orientation is more likely to
emerge when the managerial team benefits from tgitive diversity offered by younger
members and executives with distinct prior expeasnin other firms, industries or markets. The
involvement of family-owner members in manageridés can constrain the adoption of a proactive
strategic behaviour and, consequently, limit therimational expansion of firms. Accordingly, these

findings could lead to more informed corporate geB regarding executive staffing, development,
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and TMT composition. Additionally, proactive strgi® orientation can be used as a mechanism to
overcome constraints imposed by limited resourcesSMEs and to take advantage of new
opportunities arising from challenging environméranditions. It is under such conditions that
managers can really benefit from being proactivd iom pursuing risky new initiatives, thus

differentiating their company from competitors.

Despite these contributions, this study has soméatiions that provide further research
opportunities. First, we collected the empiricatadduring 2003 from firms operating in mature
industries in Spain. Thus, generalisations to othdustries and countries should be made with
caution, especially for those aspects that coulgt wadifferent settings, such as the charactessti
of the environment faced by firms or the managdanfibence over different kinds of firms and
industries. Future research should test our thieatahodel in different geographic locations and
industries, and comparing our results with findirigem other settings could provide interesting
contributions to the understanding of the contaxtwhich strategic postures lead to higher
internationalisation levels.

A second issue is the limited range of demographitables examined in this study. We
studied the TMT characteristics using simple desiee statistics. Future research should include
more characteristics of the TMT, as for example #pecific educational and functional
backgrounds of top managers or their team tenuaneng others. In addition, futures studies should
consider heterogeneity/homogeneity measures oé tiesiographic variables to better capture the

underlying constructs of the cognitive bases ofnt@aembers.
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