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EXECUTIVE SUMMARY

Prior research on SME internationalization has used effectuation to understand

the foreign expansion (internationalization) of SMEs. This study addresses a
research gap regarding how SMEs navigate uncertainty through the effectual logic
of non-predictive strategy and, within this logic, the principle of affordable loss.

Using cross-country data from China and Poland, the analysis shows that non-

predictive strategy is positively associated with international diversity and the use

of affordable loss, and that affordable loss mediates the positive effect of non-
predictive strategy on the international performance of SMEs. These findings
advance understanding of effectuation in the context of SME internationalization

and clarify the distinct roles of non-predictive strategy and affordable loss.
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RESEARCH RELEVANCE

« Shows that an effectual non-predictive strategy (control over prediction) is positively associated with SMEs’ international
diversity (broader geographic scope).

« Demonstrates that non-predictive strategy strongly increases SMEs’ use of the affordable loss principle (bounding downside risk).

« Finds that affordable loss improves international performance and fully mediates the pathway from non-predictive strategy to
international performance, i.e., effectuation boosts performance via downside-risk discipline.
« Reports no significant link between affordable loss and international diversity, suggesting that risk-bounding does not necessarily

drive broader market spread.

« Uses cross-country SME data (China and Poland) to illuminate how effectual decision rules help firms navigate uncertainty in

internationalization.
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