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INTRODUCTION
Research Motivation
When turbulent times come enterprises cannot stick to a strategy that they followed during economic advance. Some companies end up withdrawing from their business, the others manage to overcome crisis or even benefit from it. So, why consequences of economic crisis are different for businesses? Small and medium enterprises, a core of modern economies, are more exposed to economic crisis. So, how do SMEs adjust to such unstable and hostile environment as economic crisis and manage to survive?
Russia’s GDP growth rate slowed down in 2012 and was followed by economic crisis, which broke out in 2014 as a currency crisis. As a result, GDP decreased by 2.5%, real earnings dropped by 3.2%, and unemployment rate increased by 7.4% in 2015 (Federal State Statistics Service, 2015). By the moment, Russian economy returned back to growth. However, the rate is slow (Federal State Statistics Service, 2017). In addition, systemic reasons of the economic crisis, such as high dependence on oil prices, economic sanctions and tense geopolitical situation can lead to another crisis and continuous recession in the near future. Therefore, Russian SMEs have to operate under decreasing consumer demand, resource scarcity, and uncertain and unstable conditions. In this case the issue of survival is highly topical, and strategic management role increases as it aligns firm’s operations. 
SMEs are more vulnerable to such environmental changes as economic crisis due to limited resources and competencies (Hilmersson, 2014). Therefore, it negatively affects their performance. However, there are also studies in the literature that propose that SMEs can achieve high growth rates during downturn as they are more flexible compared to large companies (Bartz, Winkler, 2016). Moreover, economic crisis in Russia creates unique context. It requires adaptation of existing management practices to modern conditions in order to ensure survival and high performance. 
Research goal
The goal of this research is to develop a theoretical model that explains Russian SMEs’ strategic behavior and its relation to organizational performance during economic crisis. In order to achieve the goal, the following research questions are raised:
· How do Russian SMEs behave during economic crisis?
· How do competitive strategies and exploration-exploitation interplay relate? 
· How does strategic behavior of a firm affect its performance during economic crisis?
To attain the research goal, the objectives mentioned below are set.
· Define theoretical and methodological foundation of strategic behavior
· Identify specifics of relationship between competitive strategy, exploitative and explorative practices, and organizational performance
· Analyze crisis’ effects on SMEs and their strategic behavior
· Define relationship between generic strategy, exploitation and exploration, and firm performance during downturn
· Generalize findings and explain them from the point of view of strategic fit concept and resource based theory
· Propose a theoretical model that explains relationship between competitive strategy, exploitative and explorative behavior, and organizational performance during crisis

Theoretical framework
Strategic behavior of business entities falls into strategic management theory, which includes various definitions, approaches to strategy and strategy classifications. For instance, scholars identify corporate-, business- and functional-level strategies, deliberate and emergent strategies, turnaround strategies and many others. According to Tarakci et al. (2018), firms’ strategic behavior is “searching for new strategic initiatives beyond the boundaries of current strategy” (p. 1140). Following the logic of the authors, strategic behavior is understood in this study as an umbrella concept that implies that SMEs implement a generic strategy in combination with exploitative and/or explorative practices in order to identify how organizations adapt to such conditions as economic crisis and how exploration and exploitation are related to business level strategy. 
Among multiple strategy typologies Porter’s (1980) competitive strategies framework is chosen as it is a widely accepted and approved approach to test firms’ strategy and its relationship to organizational performance. March (1991) defines exploitation as improvement of existing competencies, processes and practices, while exploration is experimentation with new alternatives. The findings of the research are explained through the concepts of strategic fit and resource based view.

Research method
In order to answer the research questions a multiple case study is conducted by analyzing strategic behavior of Russian SMEs during crisis through interviews and study of secondary data. The sample consists of 5 Russian SMEs that survived the crisis and still operate. They come from various industries.
Overall, the master thesis research is conducted in the form of comparative multiple case study and inductive approach based on preliminary literature analysis on strategic behavior of organizations, interplay between exploration and exploitation and the relationship to organizational performance.
Thesis structure
The paper contains 3 parts. The first chapter reviews theoretical foundation of the study and analyzes the main directions of research on the topic identifying research gaps. The second part describes the crisis state of the Russian economy, research design and methodology that were applied to conduct the study, and results of empirical analysis. Finally, findings, theoretical contribution, managerial implications, limitations and opportunities for further research are discussed in the third chapter.

CHAPTER 1. RELATIONSHIP BETWEEN STRATEGY AND PERFORMANCE: LITERATURE REVIEW
1.1. Approaches to strategy’s definitions and typologies
Prior to exploring strategic behaviors of SMEs empirically there is a need to define what strategy is and what types of strategies businesses can follow. There are multiple definitions of strategy in the literature (Mirabeau, Maguire, 2014). Some of them are in the table below. The reason for multiple definitions is that strategy may consist of several elements and can be seen from different perspectives.
Table 1. Definitions of strategy
	Source
	Strategy definition

	Porter (1980), p. 24
	«broad formula for how a business is going to compete, what its goals should be, and what policies will be needed to carry out those goals»

	Mintzberg and Waters (1985), p. 1
	«a pattern in a stream of decisions»

	Farjoun (2002), p. 10
	«the planned or actual co-ordination of the firm’s major goals and actions, in time and space, that continuously co-align the firm with its environment»

	Johnson et al. (2008), p. 3
	«strategy is the  direction and scope of an organization over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations»

	Nandakumar et al. (2010), p. 2
	«The strategy of an organization describes the way it will pursue its goals given the
threats and opportunities in the environment and its resources and capabilities»


It was decided to apply the definition of Nandakumar et al. (2010) in this research. The given definition is broad enough stating that strategy is a way a firm pursues its goals, it does not narrow the term of strategy to just a way a company competes, for example. Apart from competition, there are other significant challenges and goals that firms can have. Therefore, it is crucial to examine strategy from different perspectives. In addition, it considers the environment that can generate threats and opportunities for businesses. This aspect is important for the research as it focuses on such environmental context as crisis. 
Due to complexity of the issue approaches to strategy vary significantly. They include strategic orientations, various strategy typologies, which are best explained by Industrial Organization theory, and resource-based view of strategy. Strategic management scholars commonly identify such three broad strategic levels as corporate-level strategy, business-level strategy and functional-level strategy (Grant, King, 1982). The corporate-level strategy is the most general and deals with the question of what set of businesses should a company be in (Bourgeois, 1980). The business level strategy focuses on how to compete in a certain industry (Beard, Dess, 1981). Finally, the functional-level strategy addresses maximization of resource productivity within a particular function (Schendel, Hofer, 1979).
The issue of strategic orientations of an organization attracted much attention from scholars. Strategic orientations are principles that shape a firm’s behavior aimed at achieving goals, ensuring viability and enhancing performance (Hakala, 2011; Beliaeva, 2015). There are three types of orientations that are commonly studied in literature on strategic management: market, entrepreneurial and learning (Beliaeva, 2015). A market oriented company focuses on analyzing and meeting market needs and creating the highest value for consumers (Narver, Slater, 1990). Entrepreneurial orientation means that an organization seeks for and exploits new market opportunities (Covin, Slevin, 1989). Learning oriented firms obtain competitive advantage creating and using knowledge (Sinkula, Baker, Noordewier, 1997). Strategic orientations generate different behaviors and approaches to competition. However, businesses can have several orientations at the same time (Hakala, 2011).
According to Johnson et al. (2008), corporate level strategy addresses the overall scope of a firm and defines how value is added. It includes such as issues as geographical markets coverage, diversity of products or services and allocation of resources. Ansoff matrix provides five strategic directions of corporate level depending on product-market focus: market penetration, consolidation, market development, product development and diversification (Johnson et al., 2008).
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Figure 1. Ansoff matrix. Source: Johnson et al. (2008), p.258
According to the matrix, a company can stay in the box A, which is market penetration, and focus on increasing its share within existing markets with existing products. Consolidation is practically the same, however this type of strategy does not imply growth. Johnson et al. (2008) describe two forms of consolidation. The first is defending market share, which is applicable when competitors seek to increase their market share. The second option is downsizing or divestment. Firms may pursue downsizing in declining markets or divestment in order to simplify business and concentrate on core business. Product development strategy is concerned with modification of products or launching new ones to existing markets. The strategy involves innovation activities to be implemented successfully. Another strategic option is market development, which implies covering new markets with existing products. Johnson et al. (2008) identify three forms of this strategy: new segments, new users and new geographies. Finally, the fourth alternative is diversification, which is placed in the box D and means offering new products and operating in new markets. Diversification can be related or unrelated to an existing firm’s business.
The next level of strategy is business level strategy, which is also called competitive strategy as it defines how a firm positions itself in relation to competitors (Johnson et al., 2008). Many academics study generic strategy and its link to performance of businesses in their studies. This direction of research is best understood within the strategic management discipline and its roots in industrial organization (IO) economics (Parnell et al., 2015). The majority of studies that investigate business-level strategies are conducted with the use of strategic group level of analysis. According to Parnell et al. (2015), strategic groups include businesses in a given industry that pursue similar competitive strategies. Therefore, it allows effectively comparing groups in terms of performance and other factors. The main classifications, which are widely cited, tested and refined, of this type of strategies are those developed by Porter (1980) and Miles and Snow (1978).
According to Porter (1980; 1985), a company can compete by following cost leadership strategy or differentiation. Cost leadership means obtaining competitive advantage by having the lowest cost in the industry. When applying differentiation strategy, a firm produces a unique product or service. Adopting one of these strategies firms should achieve higher performance compared to industry average. Porter asserts that cost leadership and differentiation are incompatible. However, there are studies that argue that two types of strategies are not only compatible but a combination may even lead to greater performance (Parnell, 1997; Leitner, Güldenberg, 2010). In addition, besides these dimensions organizations need to choose whether they operate in broad markets or focus on a specific market niche. 
Miles and Snow’s classification stresses a focus on ‘dynamic process of adjusting to environmental change and uncertainty’ (Miles, Snow, 1978, p. 3). Miles and Snow (1978) formulate four strategic types: Prospectors, Defenders, Analyzers and Reactors. Prospectors see the environment as uncertain and, therefore, they are externally oriented, welcome change, stay flexible and employ innovation to meet market needs and exploit new opportunities. Defenders perceive the environment as relatively stable and are aimed at defending existing market; they are internally oriented and seek for operational control and maximum efficiency. Analyzers combine approaches of the above mentioned prospectors and defenders operating well in either certain or dynamic environments. Reactors simply react to environmental changes and others’ actions.
The strategies typology developed by Mintzberg and Waters (1985) is based on the relationship of a firm’s plans and intentions and what the organization actually did. Comparing intended strategy with realized one the authors came up with two basic concepts: deliberate and emergent strategies. A strategy is deliberate if it is formulated internally and then implemented as intended. In contrast, an emergent strategy forms gradually through a learning process (Kipping, Cailluet, 2010). According to Mintzberg and Waters (1985), neither a pure deliberate nor a pure emergent strategy do exist in real life. These two are the poles of a continuum along which real-world strategies fall. They identified eight types of such strategies, which are deliberate and emergent to different extent: planned, entrepreneurial, ideological, umbrella, process, unconnected, consensus and imposed.
Notably, authors identify turnaround strategies that are applied in hard times under threat of closure, bankruptcy, permanent decline or take over. It means that these strategies may be pursued during economic crisis. Johnson et al. (2008) define two turnaround strategies: cost reduction and revenue generation. Firms may utilize one of them or both. Cost reduction strategy implies such measures as staff lay-off, efficiency improvement, tightening control, eliminating unprofitable products and others. Revenue generation, conversely, involves investing in new growth areas, ensuring that pricing strategy maximizes profits, exploiting additional opportunities in the target market. Interestingly, the authors point that often organizations see turnaround strategies as only cost cutting actions and overlook revenue creation opportunities. 
Many strategic management researchers found that strategic group analysis is a deterministic approach that does not consider other levels of analysis. Therefore, alternative paradigms such as resource-based theory and dynamic capabilities perspective emerged (Parnell et al., 2015).
Nowadays resource-based view is one of the dominant approaches to strategy development and analysis in strategic management theory (Katkalo, 2015). It emerged in 1980s and 1990s when the first major studies were published. In the pioneering work on the matter, ‘The Resource-Based View of the Firm’, Wernerfelt (1984) says that companies should be analyzed from the perspective of their resources, not products. Another central paper, which was published in 1990, is ‘The Core Competence of the Corporation’ by Prahalad and Hamel. In the research the authors came to conclusion that the real source of sustainable competitive advantages is the ability of managers to transform a firm’s technologies and skills into competences. The key idea of the resource-based view is that organizations are different as they possess various unique resources and capabilities that define their competitive advantages. Therefore, in this perspective strategy focuses on obtaining and developing unique resources and capabilities that would lead to greater performance (Katkalo, 2015). All the above mentioned is mostly description of the traditional resource-based perspective.
Another approach, which derived from the resource-based theory, is the concept of dynamic capabilities. Dynamic capabilities are defined as a firm’s ability to address changes in environment. The concept differs from the traditional resource-based view as it focuses on how companies ‘integrate, build and reconfigure internal and external competences to address rapidly changing environments’ (Teeceet al., 1997, p. 8). Therefore, the traditional resource-based theory is more static compared to dynamic capabilities approach.
Exploration-exploitation is a topic, which is not often associated with a firm’s strategy in the literature, but it is highly linked to organizational adaptation, competitive advantage and organization survival (Gupta et al., 2006). Thus, it reflects firms’ strategy. According to March, the pioneering author on this topic, exploitation means “refinement and extension of existing competencies, technologies, and paradigms”, while “the essence of exploration is experimentation with new alternatives” (March, 1991, p. 85).Exploitation, which is aimed at efficiency, might be associated with a cost leadership strategy while explorative practices are driven by differentiation (Zhang, 2009).Discussions in the academic literature based on empirical evidence show that exploitation and exploration can be either two ends of one continuum or orthogonal; organizations can specialize on exploitation or exploration, pursue both of them, simultaneously exploring new routines and exploiting existing ones, or temporally cycle between two options (Gupta et al., 2006). 
Table 2. Summarizing table of approaches to strategy
	Approach
	Authors
	Description

	Strategic orientations
	Hakala (2011), Beliaeva (2015)
	Strategic orientations are principles that shape a firm’s behavior aimed at achieving goals, ensuring viability and enhancing performance. There are many types of orientations but most commonly found in literature on strategic management are market, entrepreneurial and learning orientations.

	Corporate level strategies
	Johnson et al. (2008),
Ansoff
	Corporate level strategies define the overall scope of a firm’s business. They are consolidation, market penetration, market development, product development and diversification. 

	Business level, or competitive, or generic strategies
	Porter (1980)
	A firm should follow cost-leadership strategy or differentiation strategy. Companies that apply both strategies or have no clear strategy are stuck ‘stuck in the middle’ and underperform. Besides, a firm may choose to focus on a specific market niche.

	
	Miles and Snow (1978)
	Firms are divided into 4 strategic groups: Prospectors, Defenders, Analyzers and Reactors. They differ in terms of perception of environment and, hence, actions they take based on it.

	Deliberate and emergent strategies
	Mintzberg and Waters (1985)
	Deliberate strategy is the one developed before implementation and then implemented as intended. Emergent strategy is not formulated before and gradually forms during implementation. They are two extreme poles of strategy. Real-life strategies fall along this continuum: planned, entrepreneurial, ideological, umbrella, process, unconnected, consensus and imposed strategies.

	Turnaround strategies
	Johnson et al. (2008)
	Firms utilize these strategies during hard times through cost reduction and/or revenue generation.

	Resource-based theory
	Wernerfelt (1984),
Prahalad and Hamel (1990)
	Resources and capabilities of a firm define its competitive advantage. Heterogeneity of companies in an industry is explained by their unique resources and capabilities.  

	Dynamic capabilities
	Teece et al. (1997)
	Dynamic capability is the ability of a firm to advisedly adapt its resources and competences to changing environment. 

	Exploration and exploitation
	March (1991), Gupta et al. (2006)
	Exploitation is refinement and extension of existing competencies, technologies, and paradigms. Exploration is experimentation with new alternatives.


All in all, the topic of strategy is quite broad. There are multiple definitions of and approaches to strategy in the literature. Hence, it is crucial to choose a certain construct in order to achieve the research goal effectively. Having overviewed various approaches to strategy, it was decided to operationalize business level strategies of Porter (1980). Porter’s classification is one of the most empirically tested and refined frameworks. Moreover, the current study aims at examining firms’ strategy in relation to organizational performance. Many scholars used Porter’s generic strategies to study this relationship. Therefore, it proved to be effective for such kind of research. There is a number of refinements and adjustments of Porter’s classification proposed by scholars. In this research it was decided to consider focus strategy, cost leadership strategy and differentiation, which has two dimensions: innovation and marketing (Miller, 1986). Innovative differentiators focus on new products and technologies charging fairly high prices (Miller, 1986). Differentiation by marketing means offering high quality, better service and convenience (Miller, 1986).
Moreover, this study combines competitive strategies with the concept of exploration and exploitation. Unstable and hostile environment, such as economic crisis, demands that organizations adapt to it. Otherwise, firms risk failing. March’s (1991) concept of exploration and exploitation is one of the dominant frameworks concerning organizational adaptation. In addition, it is fair to suppose that competitive strategy and exploration-exploitation concept are related and both influence firm’s performance. The notions of exploration and exploitation are widely discussed within technological innovation frame (Gupta et al., 2006). Is innovation connected to innovation differentiation? There are few studies that analyze the relationship between exploration-exploitation and competitive strategies (Zhang, 2009; Herzallah et al., 2017). The authors’ findings reveal relationships, which are mentioned in the next part of the paper. However, research on this matter is not extensive by the moment and needs to be tested. Thus, one of the research questions of the study emerges: how are competitive strategies and exploration-exploitation interplay related?
Thereby, strategic behavior of Russian SMEs is studied through the lenses of Porter’s generic strategies and concept of exploration and exploitation. Hence, strategic behavior is understood as an umbrella notion that is broader than the concept of strategy. Moreover, the term “strategic behavior” allows studying a change in firms’ strategies. Tarakci et al. (2018) conceptualize strategic behavior as “searching for new strategic initiatives beyond the boundaries of current strategy” (Tarakci et al, 2018, p. 1140). It is crucial to examine SMEs’ strategies from several perspectives and identify strategic changes as this paper focuses on firms’ strategic behavior, which, presumably, undergoes changes during economic crisis.
1.2. Strategy-performance relationship 
In order to understand what strategies firms pursue in real-life business, the link between strategy and companies’ performance, moderating effects of various factors on this relationship and specifics of the strategy-performance link under adverse conditions literature review of empirical studies has been run. It was decided to address the ABS (Association of Business Schools’ Academic Journal Guide) journal ranking to select highly quoted journals in order to do a consistent literature analysis. As the topic of strategy and performance of SMEs falls into different science fields (for example, Strategy (STRAT), Entrepreneurship and Small Business Management (ENT-SBM), General Management (ETHICS-CSR-MAN) and others, according to the ABS ranking) it was decided not to choose any of the sections but search for literature first and then choose only studies from journals that are included into the ranking. 
The goal of the literature review was to analyze studies on the relationship between types of strategy and organizational performance of both large firms and SMEs in particular. Special attention was paid to articles that examine strategies during economic crisis. In order to do a profound literature review, a vast amount of literature is to be analyzed. Scientific articles, the list of which is represented in the end of the work, were searched with the use of EBSCO, Emerald, Elsevier (Science Direct) and Wiley Interscience databases. When looking for the articles the following words have been combined and put into the search window: strategy, strategic behavior, capabilities ambidexterity, exploitation, exploration, performance, SME, environment, crisis, economic crisis. In the end, articles from the following journals have been chosen (see the table below). 
Table 3. Summarizing table of journals and amount of retrieved journals
	Journal Title
	Amount of articles retrieved

	Strategic Management Journal
	18

	Management Decision
	9

	Journal of Business Research, International Small Business Journal
	16

	British Journal of Management, Academy of Management Journal, Journal of Small Business Management, Small Business Economics
	16

	Harvard Business Review, Long Range Planning, Journal of Business Venturing, International Journal of Operations and Production Management
	12

	Academy of Management Review, Organization Science, Entrepreneurship Theory and Practice
	6

	Business History Review, International Journal of Management Reviews, International Business Review, Journal of Production Economics, Journal of Marketing, Journal of the Academy of Marketing Science, Management Science, Entrepreneurship and Regional Development, International Journal of Hospitality Management, Journal of World Business,  Journal of Management, Strategic Organization, Strategic Entrepreneurship Journal
	13

	Total

	Journals
	28

	Articles
	90


When analyzing an article, the first thing to examine was an abstract as it mentions purpose, research questions, methodology and main findings. This step helped to understand whether the article was fitting the needs of the literature analysis or it was an article with a matching title but not content. If an article was considered to be relevant, it was thoroughly read and analyzed with respect to major concepts applied, methodology and findings. At this stage some articles were sorted out as well. As a result, such a profound coding of research information allowed narrowing down the amount of studies to those containing valuable evidence.
Why do some firms outperform others in an industry? Many scholars tried to answer this question examining the link between strategy and organizational performance. The majority of studies concentrate on business-level strategies. The reason for it is that corporate level is too general for understanding why firms compete and perform differently and functional level is too narrow (Venkatraman, 1989). Therefore, the business-level strategy is the most relevant to competitive success or failure within a particular industry (Beard, Dess, 1981).
Firm strategy and performance
Porter’s classification
The majority of studies on competitive strategy and organizational performance applies typology of Porter. According to Porter, firms should pursue either cost-leadership strategy or differentiation to attain higher performance. Firms that fail to follow a certain strategy or try to pursue more than one business-level strategies simultaneously are classified as ‘stuck in the middle’ and perform poorly (Porter, 1980). It is empirically confirmed by many researchers (Dess and Davis, 1984). However, a vast number of studies suggest that organizations that combine both cost-leadership and differentiation approaches can achieve above-average performance as well (Leitner, Güldenberg, 2010). Authors call this approach ‘mixed’, ‘combination’ or ‘integrated’ strategy.
Banker et al. (2014) studied the relationship between the strategic positioning of a firm and the sustainability of firm performance. Their findings reveal that both differentiation strategy and cost leadership strategy are associated with high contemporaneous performance. But differentiator firms manage to sustain performance to a greater degree that cost leaders. In this regard, differentiation strategy is more favorable. However, the authors point that differentiation strategy is related to higher risk and volatility in performance. Therefore, managers have to make an important strategic choice when deciding on pursuing one of these strategies. 
A number of studies show evidence that differentiation is more appropriate for SMEs. Borch et al. (1999) found that market niches that SMEs operate in are usually limited. Hence, firms pursue differentiation strategy as market volume is insufficient for economy of scale and, thus, cost leadership strategy. Chandler et al. (2014) argue that rapidly growing small firms tend to concentrate mainly on value of their product for customers differentiating from competitors. Innovative companies that have overseas operations benefit from innovation differentiation in terms of performance (Camison, Villar-Lopez, 2010). There is also evidence that marketing differentiation is positively associated with firms’ results, especially under uncertain and dynamic conditions as it allows reacting to market changes and adjusting products (Miller, 1988). However, effectiveness of marketing differentiation is limited because SMEs often avoid focusing on a certain niche or small customer base (Bamiatzi, Kirchmaier, 2014). As for cost leadership strategy, it can be used by SMEs and be positively related to performance as well. According to Teruel-Carrizosa (2010), cost leadership strategy is usually pursued by industrial firms as they need to attain economies of scale. Overall, some researchers evidence that cost leaders outperform differentiators or vice-versa (Pelham, 2000).
Thornhill and White (2007) raised a question whether pure strategies are more effective than combination strategies. The authors found that there is a positive relationship between strategic purity and organizational performance. The results show that pursuing a pure strategy is equally or more effective compared to applying a hybrid strategy. Thornhill and White (2007) point that there are differences by industry, however, pure strategies are often better and never worse than in the middle positioning. The findings reveal that both pure cost leadership and differentiation strategies can be associated with better performance depending on specifics of a firm’s business. It contradicts with Leitner and Güldenberg’s (2010) evidence regarding effects of pure and combination strategies.
Leitner and Güldenberg (2010) have studied the relationship between strategic behavior and a firm’s performance in terms of Porter’s framework in their longitudinal quantitative research. Findings of this study reveal that companies applying a pure strategy, either cost-leadership or differentiation strategy, perform equally well. Interestingly, the authors found no clear evidence proving that pursuing cost-efficiency or differentiation strategy will lead to greater performance than following no strategy. Therefore, a pure generic strategy does not ensure above-average performance. As for combination strategy, the authors delivered evidence that SMEs pursuing this type of strategy will achieve equal or higher performance than firms with a pure strategy. Comparing combination strategy and no strategy approaches Leitner and Güldenberg (2010) found that mixing cost-efficiency and differentiation leads to better outcomes. 
The authors questioned whether companies change their strategic behavior and what results of this change are. According to their study, SMEs that changed strategy in the second period performed better than no strategy group. In addition, they found no evidence proving that firms that changed their strategy performed worse that those persistently pursuing pure or combination strategy. 
The findings of Lecher and Gundmunsson’s (2014) quantitative study, which involved Icelandic small firms, lend support to the above mentioned study delivering evidence that both pure strategies (cost efficiency and differentiation) are effective for SMEs. The authors also found that innovativeness and autonomy are positively associated with a differentiation strategy in SMEs. Thus, differentiators need to have innovation capabilities and provide their employees with flexibility and the freedom to be creative. In addition, companies that pursue the differentiation strategy do not possess competitive aggressiveness characteristic, trying to avoid competition by differentiating, and tend to assume less risks. As for cost leaders, Lecher and Gundmunsson found evidence that they are associated with a reduced autonomy.  
Linton and Kask (2017) studied the relationship between generic strategies, entrepreneurial orientation and business performance. As a result, they identified three solutions for higher performance. The first solution comprises of pursuing a differentiation strategy together with proactiveness and innovativeness. Solution 2 indicates differentiation strategy and proactiveness only. The third solution is a combination of differentiation and cost efficiency strategies. Thus, this research supports the studies that identify effectiveness of pure differentiation and hybrid strategy. Interestingly, all three solutions indicate differentiation as a necessary condition for high performance. This might imply that differentiation is suitable for SMEs as small firms often cannot afford investments into economies of scale to pursue cost leadership strategy and have to compete with large companies by differentiating from them through customized products and better service. 
Luoma (2015) in his study aims at revisiting the strategy-performance link, defining advanced methodology and suggesting a new strategies typology based on the research. The author argues that mainstream studies utilize predefined classifications of different forms of strategy content. Moreover, these researches tend to avoid using authentic strategy descriptions deducing the content of strategy from available information or relying on an individual’s understanding of strategy. As a result, Luoma suggested five new principles as a new approach to strategy-performance research. Based on these principles he conducted a study of the 250 largest firms in Finland. Having run a cluster analysis, the author identified 6 strategy content areas: 
· Effective and improving operations
· Structural renewal
· Dynamic networks
· Strengthening presence
· Social and ecological awareness
· Customer value through competence
Companies with similar preferences for content areas were divided into 4 different strategy content groups. Finally, the author studied the relationship between these groups and their performance. The findings show that the company group that reached a balance across content areas outperformed other groups. Therefore, a “hybrid” strategy can lead to better performance. 
Other strategies
Another widely used framework of business-level strategies is the Miles and Snow’s typology. Parnell and Wright (1993) studied the strategy-performance relationship in terms of the above mentioned classification. They paid attention to such highly volatile industry as catalogue and mail-order houses with no regard for firms’ size. 
Parnell and Wright (1993) found that reactors performed poorly in terms of ROA (return on assets) and revenue growth rate compared to other strategic groups. In fact, the majority of scholars support that reactors are the poorest performing type (Conant et al., 1990; Parnell, 1997). Prospectors, on the other side, demonstrated better performance than other businesses did in terms of revenue growth rate. However, the authors evidenced that the prospector strategy may be more likely to yield higher growth rates but at greater risks. As for analyzers, the findings show that this strategic group performed better in terms of ROA. Interestingly, standard deviation for revenue growth for analyzers was lower than that of prospector and defender strategies. Therefore, analyzers ensure revenue growth at a lower risk. According to the research, defenders yielded both the second highest mean ROA and mean revenue growth. Standard deviation, risk in other words, for this strategic group was also quite high.
The findings of Parnell and Wright’s research do not provide an obvious answer to the question of what strategy type ensures better performance. Some of other studies argue that prospectors attain higher performance than other groups do; others prove that defenders or analyzers outperform prospectors (Ramaswamy et al., 1994; Parnell, Wright, 1993). There is also evidence that prospectors, defenders and analyzers perform equally well (Conant et al., 1990).
Of additional interest are studies that examine moderating effects of various factors on the strategy-performance relationship. Some authors point that researches linking strategy with organizational performance are industry specific, and, thus, suggest moderators in this relationship (Parnell et al., 2015).
Parnell et al. (2015) studied the linkages among competitive strategy in terms of Miles and Snow’s typology (1978), strategic capabilities, environmental uncertainty, and organizational performance. The findings reveal that firms with high strategic clarity, which pursue a single clear strategy, and businesses with low strategic clarity, which equally focus on three strategies, outperform companies with moderate strategic clarity, which follow two strategies. As for other factors, the study did not manage to provide universal evidence to prove that links among strategy, performance, capabilities and perceived environmental uncertainty exist as ambiguous support, which differs for the US and China, was found for relationship between strategy, capabilities and uncertainty. Therefore, cultural differences affect these links. 
Apart from generic strategies researchers also focus on other types of strategic behavior. According to Majocchi and Zucchella (2003), despite such obstacles as small size and limited resources SMEs tend to actively internationalize in the modern world. In this regard, an obvious question arises: what is the relationship between internationalization strategies and SMEs’ performance? The authors found no evidence proving that organizational performance is positively associated with export intensity. As for FDI (Foreign Direct Investment), the findings reveal that FDI are negatively connected to firms’ profitability in case of choosing non-export entry model. But if FDI is associated with high level of export, there is, conversely, positive link between FDI and performance. The authors argue that export activities, which usually come before FDI, help SMEs to acquire knowledge about new markets, thus contributing to successful FDI. 
Exploration-exploitation and organizational performance
Extending the focus from strategies to strategic behavior as a broader notion there is a need to consider the interplay between exploitation-exploration behaviors and strategies. Zhang (2009) examined predictive antecedent variables of implementation of quality exploration and quality exploitation.  The author found that exploitative practices are driven by cost leadership strategy. Interestingly, the findings show that exploration is positively associated with both cost leadership and differentiation strategies. 
Herzallah et al. (2017) conducted a quantitative study of 205 Palestinian industrial firms. The authors found a positive relationship between cost leadership/differentiation and a firm’s performance. Focus strategy showed a negative association with performance. Results concerning exploration and exploitation show that competitive strategies are positively related to implementation of quality exploration and quality exploitation practices. Interestingly, the highest levels of competitive strategies are associated with balanced levels of exploration and exploitation. 
Therefore, a balance between exploration and exploitation ensures long-term survival. Some scholars argue that exploration and exploitation are complementary, and both should be developed by organizations. Explorative orientation, which is aimed at new opportunities, needs to be accompanied by exploitation in order to use existing competencies and generate profits in the short term (March, 1991; Shane, Venkataraman, 2000).  Firms that apply explorative and exploitative strategies simultaneously are called ambidextrous organizations in the literature.  This finding is supported by other scholars (March, 1991; O’Reilly, Tushman, 2004). Uotila et al. (2009) support that limited resources require firms to make trade-offs and set a balance between explorative and exploitative strategies, and such a balance ensures optimal performance outcome. In contrast to March (1991), O’Reilly and Tushman (2004) and Uotila et al. (2009), 
Ho and Lu’s (2015) research shows that companies pursuing exploration and exploitation simultaneously have lower performance than competitors due to conflicting goals, activities, nature of risks and lack of resources.
However, Ho and Lu (2015), who studied marketing exploration and exploitation, conversely found that firms applying exploitative strategy perform better that competitors do, while marketing exploration has no significant impact on organizational performance. There is evidence in the literature that explorative and exploitative behaviors differ in terms of their temporal effects. While exploitation yields higher performance in the short term, exploration is considered to be more beneficial in the long run (March, 1991; Uotila, 2017). In addition, there is a discussion in the literature on the role of exploration and exploitation in firm performance variability: whether exploitation leads to higher variability (Uotila, 2017) or exploration is the main source of variability (March, 1991; He, Wong, 2004). 
Overall, the analysis identified two main discussions in the literature. The first direction of research examines what strategy ensures better results. The majority of studies find that innovation differentiation is the most effective strategy for SMEs, which possess sufficient organizational features to develop this strategy. However, there is also evidence in favor of marketing differentiation and cost leadership strategy, which are appropriate in specific conditions. In terms of Miles and Snow’s (1978) framework, various strategies can be viable. In general, there is evidence that analyzers, prospectors and defenders can ensure better results, while the majority of scholars agree that reactors are the worst-performers. Another flow of discussion is related to pure and combination strategies and their effects on firm performance. Proponents of combination strategy argue that it allows reaching a balance and avoiding drawbacks of pure strategies, being appropriate for dynamic environments. Other scholars found evidence that pure strategies are more effective than hybrid ones. 
As for explorative and exploitative orientations, scholars argue that they have different temporal effects on performance and require different amount of resources. Some of them agree that both practices can be combined and used by organizations simultaneously leading to higher performance, while others find that they are conflicting strategies. There is evidence of the relationship between competitive strategies and exploitation-exploration. However, this direction of research needs further development.  
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1.3. SMEs’ strategic behavior during economic crisis
Before examining anti-crisis strategies, the term ‘crisis’ and its effects need to be defined. Crisis, in general, is ‘a period of great difficulty, danger or uncertainty’ (Financial Times Lexicon, n.d.). Kunc and Bhandari (2011) define crisis as a short period of unexpected and unfavorable change in external environment that affects organizations’ viability and implies the need to make decisions quickly. The authors state the following effects of an economic crisis: lack of credit, reduced consumer spending, unemployment increase and lower returns on investment. According to Cerrato et al. (2016, p.171), an economic crisis ‘can cause unpredictable, significant downward shifts in the level of demand and dramatically alter the level of environmental munificence. Simón-Moya et al. (2016) argue that an economic crisis is characterized by reduction of market opportunities and downturn in customer demand. The Chinese term ‘crisis’ (weiji) is also noteworthy. There are two characters in this term: the first means ‘danger’ and the second – ‘opportunity’ (Lee et al., 2009). Thereby, economic crisis can considerably affect firm performance posing threats and creating opportunities. Strategic management is increasingly important in this context. Although there are studies that examine relationship between firms’ strategy and performance, the topic is understudied under crisis conditions (Yusuf, Saffu, 2005). 
Firm strategy and performance during crisis
How firms survive such hard times? Strategic management literature suggests that a firm’s strategy must be aligned with external environment (Leitner, Güldenberg, 2010) as environment significantly influences performance variation among strategies (Luo, Park, 2001). Authors argue that businesses’ competitiveness depends on their ability to track external environment and make strategic choices (Nandakumar et al., 2010). Thus, it is important to study the effects of environment on organizations’ strategy and performance and find out if there are any differences in businesses’ strategic behavior compared to that without crisis conditions. 
Laitinen (2000) analyzed adaptation strategies pursued by Finnish firms during the recession in 1989-1993 and their financial performance afterwards to find out what strategies ensure success during economic crisis. He found that companies applying the marketing improvement strategy, i.e. investing in new customer acquisition, new product development and marketing, demonstrated the best performance in the medium-term. The debt restructuring strategy proved to be the least effective as companies that were focused on negotiating finance contracts and restructuring debts were the worst-performers in the mid-term. As for long-term performance, organizations following efficiency and marketing improvement strategies showed greater results compared to those pursuing the strategies of debt restructuring, fixed asset realization and share emitting. Therefore, the author argues that proactive adaptation strategies ensure better performance than passive strategies do during economic crisis. This finding is largely supported by other scholars, however, Luo and Park (2001) argue that although firms have to be innovative and adaptive, they need to be cautious not being too proactive or risk taking dealing with environmental uncertainties and opportunities. 
Lee et al. (2009) examined how drop in domestic demand impacts firm-level export performance depending on a firm’s domestic market position. They analyzed the effects of the 1997 economic crisis in South Korea and companies’ capabilities and performance. The authors argue that IO and RBV perspectives are too static to explain Korean firm’s export intensity after the crisis and apply the real options perspective in their study. The findings demonstrate that the Korean domestic leader firms had greater export intensity in the post-crisis period. These companies were greatly affected by the crisis as the domestic market contracted significantly and started to pay more attention to overseas markets. In the end, exporting companies performed better than those focused on the domestic market. The study also evidences that organizations with greater upstream capabilities, such as R&D (Research and Development), exploited better flexibility and managed to increase exports. Downstream capabilities, such as advertising, on the contrary, proved to be more effective in the domestic market decreasing firms’ flexible capabilities and motivating them to operate mainly in the home market. 
Del Mar Alonso-Almeida and Bremser (2013) studied strategic responses of Spanish hospitality sector to the financial and economic crisis of 2008-2009. Their findings reveal that hotels with strong brand image and high-quality service achieved better financial performance. Hotels that performed well during the 2008-2009 crisis had large loyal customer base, were proactive, for instance, increasing marketing spending, and were able to maintain prices. These features evidence that well-performing hotels pursued a differentiation strategy. Interestingly, the authors also found that the firms reduced customer added value during the crisis, avoiding investing in new products and services. As for companies that aimed at cost cutting, they performed poorly during the crisis period. The worst-performers used to reduce service offers, dismiss personnel and renegotiate credit lines. According to the researchers, these measures did not lead to reducing costs, but the hotels had to reduce prices to attract clients. Therefore, focusing on cutting costs does not ensure better performance during crisis. 
According to Pal et al. (2014), the majority of researchers agree that small and medium sized enterprises are particularly vulnerable to extreme environmental conditions. Large firms possess greater strategic choice than smaller businesses due to their superior reserves and higher potential resilience to deal with downturns (Smallbone et al., 2012). SMEs are very susceptible to financial fluctuations, changes in customer demands and legislation. Due to their size they face such challenges as weaker cash flows, inadequate equity reserves, lack of resources and necessary skills under adverse conditions. However, some SMEs manage to survive economic downturns and grow. How do SMEs counteract economic crisis? What is their strategy to survive, decrease negative crisis effects and, hopefully, exploit opportunities? 
Since SMEs possess fewer resources than large firms do, do they focus heavily on cost cutting during economic crisis? Cucculelli et al. (2014) point that companies usually tend to reduce spending with limited short-term effects, such as R&D and advertising investments, during recessions. In order to find out how R&D, advertising expenditures and other factors affect organizational performance of SMEs during recession following the 2008 financial crisis, the authors conducted a survey among 376 Italian SMEs and ran regression analysis employing contingency theory. The findings of this study reveal that there was no significant relationship between investments in intangibles, such as R&D and advertising, and performance in the pre-crisis period. However, intangible assets stabilized firm performance during the downturn. In addition, business model change had considerable impact on investment in intangibles effect on performance. Therefore, the results demonstrate that SMEs that invested in R&D and advertising and rethought their business model attained better performance during crisis. 
How does the recession affect innovation activities of SMEs? What is the impact of innovation on organizational performance during economic downturn? These are the questions that Madrid-Guijarro et al. (2013) aimed to study in their research. The authors argue that firms usually tend to reduce investment in innovation under adverse conditions, such as crisis, as a cost control measure. Interestingly, the findings show that management innovation decreased to a lesser extent than product and process innovation did during the recessionary period. What is more important, the authors found that innovation has a positive effect on SMEs’ performance counteracting the negative effects of the economic crisis. Devece et al. (2016) support this finding arguing that entrepreneurial ventures can perform even better during recessions that during economic growth period if they offer innovative products or technology.
Smallbone et al. (2012) examined the effects of the 2008-2009 crisis on SMEs in New Zealand and the United Kingdom, firms’ response to the crisis and the factors that had driven small business performance under recession conditions. The findings show that surviving and resilient SMEs did not use to adapt to the downturn taking such cost cutting measures as reducing prices or dismissing employees. They, on the contrary, aimed at generating revenue by increasing sales effort or investing in human capital. 
Interestingly, Kunc and Bhandari (2011) found that the majority of surveyed managers prefer cost-leadership strategy to survive in highly uncertain environments. They even reduce or abandon the differentiation component of a strategy (if they have one). However, the authors also provided evidence for an exactly reverse behavior in several cases. Therefore, cost leadership strategy has ambiguous effect on organizational performance during economic crisis. On one hand, under conditions of decreasing disposable income of customers, price of a product becomes increasingly important. On the other hand, cost cutting measures, such as personnel layoff, can negatively affect sustainability of the strategy and, hence, firm performance (Cowling et al., 2015).  Besides firms that apply cost cutting measures, researchers find that various companies keep pursuing a goal for growth under crisis conditions. SMEs that focus on a certain market take aggressive actions, which are aimed at gaining a larger market share (Bamiatzi, Kirchmaier, 2014).
It is hard to grow when consumer demand in a local market shrinks in recession periods. Should SMEs consider internationalization strategies to ensure greater results during downturns? Hilmersson (2014) examined whether SMEs’ internationalization strategies can contribute to their performance during turbulent times caused by the 2008 crisis. The findings of the study reveal that there is positive relationship between SMEs’ internationalization strategy and performance during recession. Therefore, SMEs should internationalize their operations to ensure sustainability in times of crisis. In addition, scope and speed of internationalization has a positive effect on firm’s performance. The broader the scope and the greater the speed of internationalization are, the better the performance of the company is. Thus, businesses need to spread their risks among different country markets quickly in order to lower the negative effects of economic downturns. This finding is also supported by other scholars (Wengel, Rodriguez, 2006). However, there is evidence that wide market orientation is negatively associated with organizational performance as operating in multiple markets requires additional resources and competencies (Bartz, Winkler, 2016).
Exploration-exploitation and firm performance during crisis
In times of crisis firms might want to change their approach to exploitation-exploration practices striving for a balance or preferring one of the two options. What is the impact of such changes? Mudambi and Swift (2014) found that changes in R&D spending away from the past trend show transitions between explorative and exploitative R&D practices. These changes are related to increased organizational performance. 
Unstable environment, such as economic crisis, requires explorative strategies that improve firms’ “ability to adapt to environmental change and reduce the risk of obsolescence” (Uotila et al., 2009, p.222). Exploration allows creating new knowledge and capabilities that are crucial for organizational survival. Explorative orientation is considered to be riskier than exploitation as it leads to higher costs in the short term. However, it is vital to organizational performance and survival in the long run as new opportunities may evolve in the environment (Bierly, Daly, 2007). This finding is especially topical within crisis context that may generate opportunities.  O’Reilly and Tushman (2004) found evidence in favor of ambidextrous behavior, which is crucial especially in unstable environments.
Overall, the literature analysis shows the following specifics of firms’ strategic behavior during economic crisis: businesses tend to counteract decreasing demand by cost cutting actions, such as staff layoff. It has ambiguous impact on organizational performance. Some firms, conversely, focus on new opportunities generated by crisis and behave proactively, pursuing revenue generation. These firms usually enlarge their market share and/or diversify markets they operate in. The second group of firms attain higher performance than those taking reactive measures. Studies on explorative and exploitative orientations in unstable environments demonstrate a need of organizations for explorative behavior to take advantage of new opportunities. However, this strategy is riskier, and SMEs may choose to exploit existing competencies due to the lack of resources and focus on short term outcomes, especially during economic crisis. In the end, the topic of exploration and exploitation in relation to organizational performance under crisis conditions is currently understudied and needs further research. 
Summarizing tables of the reviewed studies are in Appendix 2 and 3.
1.4. Summary of chapter 1
To sum up, the strategy-performance relationship became a topical issue in the strategic management literature. The majority of findings prove that this relationship exists and is significant. Authors apply different approaches to examine the topic. The most widely used frameworks are generic strategy typologies proposed by Porter (1980) and Miles and Snow (1978), which are often revisited and refined in modern studies. The most effective strategies appear to differ depending on firms’ specifics, industry where they operate and factors that affect the strategy-performance link. The influence of external environment is considered to be significant.
Thereby, economic crisis is a crucial condition that needs to be reflected in a company’s strategy. SMEs are especially vulnerable to crisis operating under considerable constraints. Despite the primary goal is to survive and ensure profitability in the short-term, some firms pursue long-term strategies that allow them to exploit new opportunities and improve performance. The findings mainly show that proactive strategies ensure success in the long-term. Interestingly, the authors that examine the strategy-performance link under adverse conditions usually do not operationalize competitive strategy typologies. 
The analysis of the mentioned literature suggests that the overwhelming majority of studies are quantitative. Searching for articles that would match the topic of this research it was obvious that research on firms’ strategic behavior and organizational performance was largely done from the perspective of large companies, not SMEs. In addition, most published studies concentrate on firms from developed countries. There are few authors who focus on emerging countries, and there is a significant gap in research on the topic in Russia. The strategy-performance relationship in times of economic crisis is especially understudied. Finally, the current literature lacks studies on the relationship of competitive strategies, exploration-exploitation interplay and organizational performance. SMEs are not well examined on this matter as well. These are research gaps that prove relevance of the research and will be covered in this paper.

CHAPTER 2. STRATEGIC BEHAVIOR OF SMES DURING ECONOMIC CRISIS: EMPIRICAL EVIDENCE FROM RUSSIAN SMES
2.1. Crisis state of Russian economy and SMEs
Businesses and academic agree that Russia experienced economic crisis in 2014-2016. There were signs of a downturn since 2012 but a full-scale crisis started in 2014 with the advent of sanctions of the Western countries and currency crisis caused by the fall of oil prices. As a result, Russia’s GDP decreased by 2.5%, real earnings dropped by 3.2%, and unemployment rate increased by 7.4% in 2015 (Federal State Statistics Service, n.d.). In the following years GDP fall slowed down to 0.2% in 2016 and even reversed to growth of 1.5% in 2017 (Federal State Statistics Service, n.d.). Therefore, the peak of the crisis is over. However, GDP is projected to grow at low rates. Moreover, systemic reasons of the economic crisis, such as high dependence on oil prices, can lead to continuous recession in the near future. Real earnings of the Russian population have been constantly falling since 2014 through 2015 and 2016 years (Federal State Statistics Service, n.d.). 
Economic downturn, turbulence and uncertainty are largely negatively perceived by SMEs. According to the2016 report of a non-governmental organization of small and medium business “Opora Russia”, 1/3 of respondents negatively evaluated the state of their business, 49% of them could not give neither positive nor negative evaluation, and only 6% are positive. More than 70% of SMEs’ representatives argue that profitability decreased (All-Russian non-governmental organization of small and medium business – Opora Russia, n.d.). Alfa-bank conducted a research on SMEs in Russia in 2017 and found that entrepreneurs’ expectations are mostly negative for 2.5 years. Only 23% of entrepreneurs find their business successful in recent years. Small businesses try to increase profitability by acquiring new clients and reducing costs. Interestingly, 68% of respondents invest into technologies (Alfa-bank, n.d.). 
Therefore, it is obvious that Russia experienced economic crisis in 2014-2016. Despite the slow growth in 2017, the majority of SMEs do not expect positive changes in the external environment, and real earnings of population experienced dramatic fall. Moreover, Russia’s economy is still vulnerable. Thus, there is a risk of recession in the following years. SMEs need to make strategic decisions in such conditions of economic downturn. One of the obvious strategies is to reduce costs in order to increase profitability. But firms risk to lose opportunities during post-crisis recovery period in this case. On the other hand, organizations can take proactive measures investing into existing products and processes or develop new ones. However, this strategy is risky in terms of resources, which may be very scarce during economic crisis. According to Alfa-bank’s report, both approaches are applied by Russian SMEs as some of them focuses on cost-cutting, others – on investments into human capital and technology (Alfa-bank, n.d.). So, how did Russian SMEs behave from the strategic point of view during the 2014-2016 economic crisis, and what results did they achieve? 
2.2. Research design
This research is exploratory in its nature. According to Robson (2002, p.59), an exploratory study is aimed at finding out “what is happening; to seek new insights; to ask questions and to assess phenomena in a new light”. The paper examines how Russian SMEs behaved from the strategic point of view during the 2014-2016 economic crisis, what measures they undertook and how it affected organizational performance. Firms’ strategy is assessed in the new light of competitive strategy and exploitation-exploration interplay, and new insights on the topic are expected. 
Research strategy
Multiple case study approach was chosen as a research strategy for this paper. Robson (2002, p.178) defines case study as “a strategy for doing research which involves an empirical investigation of a particular contemporary phenomenon within its real-life context using multiple sources of evidence”. This study investigates a contemporary phenomenon, which is SMEs strategic behavior and is to be examined within the real-life context, which is economic crisis in Russia. Yin (2009) emphasizes that case study method should be utilized if the investigator has little or no control over the events examined. It is relevant for this research. Moreover, the research questions of this study are “how” questions. Yin (2009) argues that case study is a preferred method when “how” or “why” questions are raised. Thus, case study is an appropriate research strategy for this paper. The study consists of several cases because it can improve analytical generalizations of the research (Yin, 2009). In addition, Eisenhardt (1989) argues that an optimal number of cases is between 4 and 10 as it allows building convincing empirical grounding and generate theory with much complexity. Therefore, 5 cases used in the current research are enough to generate a theory.
The current research is driven by the following main research question: how does strategic behavior of a firm affect its performance during economic crisis?
According to Yin (2009), there are four types of case study strategies: single case (holistic), single case (embedded), multiple case (holistic), and multiple case (embedded). For this research a multiple-case (holistic) design has been chosen. The reasons for the choice are the following:
· Multiple cases enhance insights into the topic and can provide profound support for the propositions made in the theoretical framework.
· The unit of analysis is a firm as a whole, so an organization is treated as a holistic case study.
According to Yin (2009), a case study benefits from data gathered from different sources as various sources can be highly complementary. In order to collect as much data as possible for this research it is to consider the following data sources: official documentation, archival records, public data and interviews. In order to keep the data structured and ensure a transparent flow of information for readers creation of case study database and chain of evidence, which were described by Yin (2009), is also considered for the research. 
Regarding the plan of the research, Yin (2009) recommendations are followed. They are the steps named below:
1. Designing case study
2. Preparing to data collection by selecting relevant cases and developing data collection procedures 
3. Gathering data and preparing individual case reports
4. Adjusting theoretical framework and propositions accordingly to the insights retrieved from case studies
5. Analyzing data by running cross-case synthesis 
6. Writing a cross-case report and drawing conclusions for the study
Performance criteria
As for measuring organizational performance, there are multiple criteria applied in the literature. Scholars use such performance indicators as average profitability, turnover growth, employment growth (Leitner, Güldenberg, 2010), total revenue, return on assets (Parnell, Wright, 1993) and other. In this study it was decided to use an objective financial measure of total revenue and subjective evaluation of firm’s results provided by respondent.  The reason for it is that total revenue shows financial performance of a firm, it is objective and allows tracking dynamics of a firm’s results over time. Subjective evaluation of organizations’ representatives shows how performance is perceived inside firms. The study could benefit from another financial indicator of profit, which can be easily found for public companies. However, in the case of private SMEs it was difficult to obtain the data as interviewees found this information confidential and were not willing to share. 
Data collection
Purposive theoretical sampling is the most relevant approach for this research. The first reason is that not every firm fits into the study. Therefore, the data for the study is collected from Russian small and medium-sized firms that survived the economic crisis of 2014-2016 and operate in various industries. Legislation on SMEs differs in many countries in terms of staff headcount and turnover that a firm needs to be considered as micro, small or medium-sized enterprise. Therefore, there are various definitions of small and medium-sized enterprises. The definition of Russian legislation is used hereafter as only Russian SMEs are analyzed. 
According to Russian law (Consultant Plus, n.d.), ‘SMEs are business entities and partnerships, production and consumer cooperatives, farm enterprises and sole proprietorships that are registered in accordance with Russian Federation law’ and have the following characteristics:
Table 4.  Classification of Russian SMEs
	
	Staff headcount
	Revenue in RUR

	Micro
	< 15
	< 120 m

	Small
	< 101
	< 800 m

	Medium-sized
	< 250
	< 2000 m


Saunders et al. (2009, p.540) describe theoretical sampling in the following way: “critical cases are chosen to further the development of concepts and categories and to explore relationships between these to develop a theory”. This paper operationalizes the concepts of Porter’s generic strategies, exploration-exploitation and organizational performance, and aims at identifying relationships between them to develop a model.
First, interviews with SMEs’ representatives are conducted to collect the data about firms’ strategic behavior and organizational performance. Second, official documentation and archival records are analyzed to obtain data about companies’ performance. In addition, before conducting interviews and analysis such public data as internet publications, articles about firms’ business and organizations’ websites are analyzed in order to get to know the sample SMEs (their history, area of business, activities and strategic intentions) better before interviews. As a result, various sources of data were examined to enhance validity of the research findings. 
The data was collected through semi-structured in-depth interviews. Semi-structured interview has been chosen as a tool of obtaining primary data from sample firms in order to get deep insights about their strategic behavior. In-depth interview is qualitative technique that is relevant for this study as the number of respondents is small and the emphasis is put on particular situations and experience (Boyce and Neale, 2006). 
The interview guide, thus, contains elements of both structured and unstructured interview and is the same for all respondents. However, the flow of discussion may vary and require additional questions to get a better understanding of a case. The interview guides is prepared in both Russian and English languages. It is divided into 3 main parts:
1. Strategic behavior of a firm: focuses on what strategies were pursued and what measures were undertaken
2. The interplay between exploitation and exploration: devoted to a firm’s focus
3. Organizational performance of a firm: addresses financial performance and representative’s perception of a firm’s results
Interview guide in English can be found in Appendix 1.
Interview as a tool provides a possibility for interviewer to moderate the flow of discussion and information. Moreover, interview allows qualifying notions and issues if there are misunderstandings, thus, ensuring equal understanding of both interviewer and respondent. Another advantage of face-to-face interview is that researcher can obtain deeper insights meeting with respondents in person. 
However, interviewing has some drawbacks that should be considered by researcher. Firstly, it is time consuming as SMEs’ founders and top managers do not possess a lot of time. Thus, it is sometimes difficult to arrange a meeting. In addition, interview itself is time consuming for business people as they could spend this time to manage their jobs, not answering questions. Moreover, there is a problem of using open questions as respondents may understand them differently. However, this challenge has been overcome by reformulating questions, replicating them in other manner later during interview, and asking follow-up questions. 
In the end, the following measures were undertaken to gather the primary data:
· Creating a list of potential respondents, who were found through personal networks and with the help of supervisor.
· Setting the first contact with the interviewee through a phone call or a message and inviting to participate in the study. Explanations of how the contact was obtained, what study is about, and what is expected from the interviewee were given. Date and time of interview were appointed if a potential respondent agreed to participate. 
· Meeting the firm representative, taking notes during interview and recording conversation if the interviewee gave permission for it. 
For this research 5 in-depth face-to-face interviews with 5 executives of Russian SMEs have been conducted. The sample firms operate in various industries: architectural, engineering and construction services; entertainment services; electronics and IT; restaurant chain; and automotive retail and wholesale. Respondents, who were firms’ founders or top managers, were interviewed in s semi-structured way accordingly to the interview guide. Each interview provided different amount of data as respondents varied in their willingness to share private information. On average, interview duration was 25-40 minutes depending on how much time each respondent could afford for the meeting and their willingness to share information. 
Data analysis
Data collection was followed by its analysis. The first step is interview transcription if conversation was recorded. At this stage a recording was transferred into a written text. For this study transcription was done manually without use of speech recognition software or help of experienced audio typists. The reasons for it are that the information recorded can be confidential and software may generate mistakes in texts because of problems with speech recognition. Moreover, according to Gillham (2005), it is more efficient if the researcher conducts interview transcription herself as it helps to refresh memory and retrieve insights from interview. 
All the case interview transcriptions are read through thoroughly, when they are transcribed. Important statements that provide insights are highlighted. Afterwards, cases are categorized in order to find relationships, similarities and contradictions between them. When categorization is done, all cases are read through again to ensure that no substantial detail has been missed. Finally, cross-case analysis is performed in order to compare firms by such aspects as industry, number of employees, year of foundation, strategic behavior before and during economic crisis, and the relationship of strategy to organizational performance. 
Process of empirical study
Overall, the process of empirical study is illustrated by the model below. It is divided into 4 parts: preparation, interviewing, secondary data collection, and analysis.
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Figure 2. Process of empirical study 


2.3. Case companies’ description
The paper is based on case study of 5 firms that operate in different industries: architectural engineering and construction, entertainment, IT and hardware, restaurant business, and automotive retail and wholesale. Comparison of the main firms’ facts is presented in the table 5.
About «A-Graf» and «SK Aleksandria»
«A-Graf» is a well-known firm operating in engineering industry and focusing, mainly, on large architectural projects, such as malls, sport facilities and residential homes. It was founded in 2012 in Saint-Petersburg. The organization offers a full range of engineering services in construction from conception design of a building to putting this building into operation.  
In 2017 the firm’s founders and partners started a new venture, «SK Aleksandria», in addition to «A-Graf»’s services in order to enter construction field. Nowadays, the two SMEs are mutually supportive as some of «A-Graf»’s clients buy construction services from «SK Aleksandria» when project is created. Now the firm is expanding its range of services working on every type of projects, even small ones, such as apartment design. 
«A-Graf» can be considered as a united business with «SK Aleksandria» as both firms are founded by the same entrepreneurs and are complementary. The organization employs 9 people in total and works in engineering and construction industry.
About «Vzaperti»
«Vzaperti» is a leading escape room games operator in Barnaul. It has been working in entertainment industry since 2014. Now the firm operates in both B2C and B2B markets and has franchising branches in Tomsk and Ust-Kamenogorsk (Kazakhstan). In its headquarters, Barnaul, «Vzaperti» was the first-comer in the region and is now dominating competition (Vse kvesty v Barnaule - Realiti-kvest «Vzaperti» Barnaul, n.d.). 
It has 14 escape games (4 branches) in Barnaul. Escape game is a king of computer game that is transferred into reality. In this game a team of 2-6 people has to get out of the rooms solving riddles, collecting keys and building mechanisms. In addition to this, the organization creates special games for children and manages events for businesses, such as team buildings and corporate games. Among its corporate clients are Central Bank of Russia, PAO “NLMK”, PAO “Sberbank” and other large enterprises and SMEs. 

About «Squadra Group»
«Squadra Group» sells refurbished server hardware. It is the leader of the market in Russia and CIS. The company was found in 2014by a group of former top-managers and was the first in Russia to enter the market of refurbished equipment on a serious basis. «Squadra Group»’s headquarters is in Saint-Petersburg. In addition, it has a branch in Moscow. Basically, the firm buys out used hardware in the USA and Europe, refurbish and test it, and sell in Russia and CIS countries providing warranty. Thereby, «Squadra Group»’s customers save money buying reliable refurbished servers as they cost 30-80% less than brand new hardware (Informaciya o kompanii Skvadra Grup, n.d.). 
About «Na parah»
«Na parah» is a restaurant chain that promotes the idea of healthy diet. This firm was the first in Saint-Petersburg to come up with only healthy steamed food, which is cooked without frying and oil. «Na parah» was founded in 2009 and is still a unique concept in Saint-Petersburg (Kafe «Na parah». Sankt-Peterburg, n.d.). By now the chain has 6 restaurants and more than 100 employees. Therefore, it is a SME.
About «Avtosvet Komplekt»
«Avtosvet Komplekt» is an automotive retailer and wholesaler operating mainly in Barnaul and Altayskiy kray. The firm largely focuses on such automotive goods as automotive lamps and instruments. It is an official dealer of several manufacturers in the region. The company was found in 2013 as an automotive retail store, which concentrated on lamps of one brand only. Afterwards, it started wholesaling, and expanded to automotive instruments and other brands as well. «Avtosvet Komplekt» is a small firm with 4 employees onboard. 
Comparison of cases
All case firms are Russian SMEs. They differ in terms of age, size and industry they operate in. As for age, the difference is small as almost all of SMEs were founded between 2012 and 2014. The only exception is «Na parah», which was established in 2009. Interestingly, «Squadra Group»’s founder Vyacheslav Pankov points out that 2014 was a good time to start as economic crisis has positively affected the firm’s business.
Regarding size of companies, there is a group of small firms, which are quite similar in terms of revenue volume and number of employees. They are «A-Graf» (including «SK Aleksandria»), «Vzaperti» and «Avtosvet Komplekt». «Squadra Group» is a larger organization compared to this group employing 30 people and processing higher volumes of revenue. «Na parah» is the largest representative of sample SMEs with 100 employees. Revenues of «Na parah» exceed that of other organizations as well. 
In addition, sample companies work in different markets. «A-Graf» (including «SK Aleksandria»), «Vzaperti» and «Avtosvet Komplekt» operate in both B2C and B2B markets. «Na parah» is a B2C business, while «Squadra Group» works in B2B only. «Squadra Group» is the only firm that operates in overseas markets, such as CIS countries. «Vzaperti» and «Avtosvet Komplekt» have operations in their home region and neighboring territories. «Na parah» and «A-Graf» work in Saint-Petersburg only at the moment.
Table 5. General information about case firms
	Name
	City
	Est.in
	Industry
	Name of the contact
	# of employees
	Main activities

	«A-Graf», «SK Aleksandria»
	Saint-Petersburg
	2012
	Engineering and construction
	Evgeniy Rabochiy, founder
	9
	Construction engineering, architectural and construction services

	«Vzaperti»
	Barnaul
	2014
	Entertainment
	Vladimir Shirokiy, managing director
	13
	Entertainment services, event management

	«Squadra Group»
	Saint-Petersburg
	2014
	IT, hardware
	Vyacheslav Pankov, founder
	30
	Sale of refurbished computer hardware, software development

	«Na parah»
	Saint-Petersburg
	2009
	Restaurant business
	Alexander Krasnoschekov, founder
	100
	Restaurant chain

	«Avtosvet Komplekt»
	Barnaul
	2013
	Automotive retail and wholesale
	Stanislav Buss, cofounder
	4
	Sale of automotive goods



2.4. Cross-case comparison of strategic behavior of Russian SMEs
It is obvious from the analysis of the interview insights and secondary data regarding strategic behavior of Russian SMEs during economic crisis that firms applied different approaches to operate and achieved different results in times of crisis. In this part strategies pursued by Russian firms before and during the crisis, and their performance will be overviewed. 
2.4.1. Analysis of strategic behavior of Russian SMEs before economic crisis
It was decided to start with the analysis of SMEs’ strategic behavior before the 2014 economic crisis in order to obtain insights on how firms changed their behavior with the advent of the crisis and track if there were shifts in their performance afterwards.
Competitive strategy
From the point of view of generic strategy, «A-Graf» pursued marketing differentiation. «A-Graf»’s founder Evgeniy Rabochiy says that “sometimes our prices are higher than that of our competitors, but people choose us because we prove that we are more professional”. He explains that «A-Graf» is more professional as they “have highly professional employees… and can offer a full range of services” as opposed to competitors. What is important is that «A-Graf» applied a focused differentiation strategy concentrating on large projects only before the 2014 economic crisis.
Vladimir Shirokiy, managing director at «Vzaperti», describes the firm’s strategy before the crisis in the following manner: “we have the most expensive games in the city… and try to amaze people with every game… therefore clients are ready to pay more for our games… we differ from competitors as we have great games and high-quality service”. «Vzaperti» did not use to focus on a specific segment. This implies that the firm used pure innovation differentiation strategy. 
The same type of strategy was pursued by restaurant chain «Na parah». The idea of this firm is unique as it is the only restaurant that promotes steamed food in Saint-Petersburg having no competitors, who offer such kind of product. Thus, «Na parah» applied innovation differentiation strategy. 
«Avtosvet Komplekt» pursued a combination strategy before the crisis. Stanislav Buss, cofounder, points out that cost leadership strategy is a must in the business saying that “everyone competes by price. This is why we have to do the same”. He explains that «Avtosvet Komplekt» and its competitors sell usually standardized products that are similar to each other. Therefore, competition by price is inevitable. However, differentiation is also applied by the firm. Stanislav Buss highlights that the company differentiates from competitors by its range of products. “We aim at maintaining assortment. Our customers often complain that other stores do not sell this or that good, but you do. That is why we buy from you”. In addition, «Avtosvet Komplekt» provides fast delivery service and postponement of payments for its wholesale clients. Thus, this firm differentiates by marketing.
«Squadra Group» was founded in 2014 already in time of crisis. Moreover, the firm’s founder Vyacheslav Pankov says that the business model was only tested in 2014 and the major launch of the business was in 2015. “We did a test and tried how it worked in Russia. It showed good results, and we have started the business… in 2015 we made the first serious starting step.” Therefore, it is more appropriate to overview «Squadra Group»’s strategic behavior in the next part of the paper. 
Exploitation-exploration interplay
Before the crisis «A-Graf» tended to explore new opportunities, develop new approaches in construction engineering and offer new services to clients. «A-Graf»’s executive pointed out that before the crisis the management team had been developing several innovative technologies and ideas to improve processes. Evgeniy Rabochiy says “we used to promote energy saving solutions and design smart houses… We were offering building small plants to produce armored concrete slabs right at construction site”. The firm was oriented to explore, learn and apply new practices by acquiring new software and sending employees for advanced training overseas, for example, “the architect used to travel in Italy to visit exhibitions and conferences”. In addition, the founders planned to start a new branch, which would trade designer furniture, which is produced overseas, in Russia.
«Vzaperti», conversely, used to exploit existing opportunities, resources and products before the crisis. «Vzaperti»’s manager highlighted that the firm had been focusing on exploiting existing opportunities and resources before the crisis because it was a stage of fast growth, when the company aimed, mainly, at developing new games. Vladimir Shirokiy told that the team used to “build new games. We needed to totally fill our first facility in and the second afterwards… concentrating on expansion, on building new games”. As for processes and marketing, «Vzaperti» used to apply methods and tools it operationalized when starting the business and had no need in exploring new ones.
«Na parah»’s strategic behavior can be divided into 2 periods in terms of exploitation-exploration interplay before the crisis. The first period, which is 2009-2012, is characterized by exploitation. The firm’s founder Alexander Krasnoschekov says that he “did not have necessary competencies for the first three years. I have made everything from what I had before”. However, three years later the restaurant chain’s focus shifted from exploitation of existing competencies to applying both practices of exploitation, incremental enhancement of existing capabilities, and exploration of new competencies. The founder explains that in 2012 he was left alone in the business as his partner quitted trying to survive for already three years, and it was “a scary moment”. At this point Alexander “started to work on cost efficiency, improved organizational structure. We have also changed our menu experimenting with it”. The founder took quite serious measures, such as rebranding of the company. “We changed our firm’s style… developed a new logo and interior design”, - says Alexander. In addition, a new manager was hired in order to fill the gap of competencies, which the founder did not possess, and improve operations. 
Stanislav Buss, cofounder of «Avtosvet Komplekt», points out that his organization used exploitation only before the economic crisis. According to Stanislav, the firm applied “old school” business processes and “build on existing competencies… Everything was old fashioned”. «Avtosvet Komplekt» used to exploit existing marketing channels and instruments that were know before and did not have a consistent approach to marketing in general. 
Table 6. Case companies’ strategic behavior before crisis
	Name
	Generic strategy
	Exploitation VS exploration

	«A-Graf», «SK Aleksandria»
	Focused marketing differentiation
	Exploration

	«Vzaperti»
	Innovation differentiation
	Exploitation

	«Na parah»
	Innovation differentiation
	2009-2012: Exploitation;
2012-2014:
Combination of exploitation and Exploration

	«Avtosvet Komplekt»
	Combination of cost efficiency and marketing differentiation
	Exploitation



In general, case firms demonstrated different strategic behavior before the economic crisis. However, there are interesting commonalities. Firstly, all the companies aimed at differentiating from competitors. However, the extent of differentiation is different. For example, «Vzaperti» and «Na parah» pursued deeper differentiation offering a unique product. They are innovation differentiators. «A-Graf» and «Avtosvet Komplekt» showed lesser differentiation emphasizing marketing differentiation to some extent. Perhaps, the reason for it is industry specific as products offered by these two organizations are more standardized. Moreover, «Avtosvet Komplekt» chose to pursue both strategies combining cost efficiency and marketing differentiation, «A-Graf» focused on a specific segment of customers, while «Na parah» and «Vzaperti» applied pure differentiation strategy considering all segments.
As for the exploitation-exploration interplay, «Vzaperti», «Na parah» and «Avtosvet Komplekt» used to concentrate on exploiting existing competencies and resources before the 2014-2016 crisis. Thus, exploitative behavior was showed by the majority of sample firms. Interestingly, «Na parah» shifted from pure exploitation to using both practices in 2012. «A-Graf» demonstrated explorative behavior before 2014 developing new ideas and acquiring new competencies.
2.4.2. Analysis of strategic behavior of Russian SMEs during economic crisis
When the economic crisis broke out in Russia in 2014, each firm reacted and changed its strategic behavior to different extent.
«A-Graf» started cutting expenses by laying a part of personnel off, moving to a cheaper office and buying less and cheaper office goods. The prices for services were also decreased by the management. Evgeniy Rabochiy, the firm’s founder, says “When the crisis began, we started to lower prices… we laid off 4 employees who we could not afford… we moved to a cheaper office… and reduced bonuses”. It is a definite sign of shifting to cost leadership strategy. However, «A-Graf» did not choose to pursue a pure cost leadership strategy as it continued its differentiation strategy in terms of highly professional staff and the range of services.  Therefore, with the advent of the economic crisis in Russia «A-Graf» started to apply a combination strategy still differentiating from its competitors by marketing and cutting costs simultaneously. 
Moreover, the firm has not been pursuing the focused differentiation strategy since the beginning of the crisis in 2014. Evgeniy Rabochiy describes this change as following: “We started to design everything… Before the crisis we used to take only large projects… With the advent of the crisis we started to do interior design for apartments, offices and other small projects”. Nowadays, its management considers all projects including small ones.
Regarding exploitation-exploration dimension, «A-Graf» moved towards exploitation, when the crisis began. Since 2014 the firm has not made effort to develop and implement the plans that were mentioned above and does not plan to do it in the near future because it lacks resources and there is no demand for all these ideas at the moment. In general, «A-Graf» is now focused on exploiting existing resources and opportunities. Evgeniy Rabochiy pointed that the organization’s “strategy is to settle back to pre-crisis levels and wait for the crisis to pass”.  However, in 2017 the company started to perform construction activities moving to a new market, which can be considered as an exploration decision. The founder says “we are trying to extend our abilities in engineering and construction… During the crisis, engineering does not yield that much of profit and our clients ask if we can manage construction as well, so we started to offer construction services”. 
«Vzaperti» reacted differently to the crisis. The firm’s management took several measures to improve efficiency, but it was not cutting costs. As pointed by the organization’s executive, the firm improved significantly its approach to marketing. Vladimir Shirokiy, «Vzapeti»’s managing director, says “we became more rational… When demand decreased we started to calculate investments precisely… We stopped using such channels as audio commercials in malls as it is expensive and hard to track its effectiveness, and moved to digital advertising, such as Yandex Direct, Google Adwords, Vkontakte, Instagram”. It required additional investment and time to learn. As a result, «Vzaperti» shifted to differentiation by marketing as well, thus, becoming innovation and marketing differentiator. Vladimir Shirokiy confirms it saying “we are the only firm in our region that applies so many tools, tracks metrics and usually experiment with advertising campaigns… We even reinforced the strategy of differentiation. For instance, we introduced quality control measures… We started to monitor customer satisfaction… and regularly invite secret customers, who evaluate the whole customer experience… As far as I know, no one else does it in our town”. In fact, «Vzaperti» manages successfully to differentiate from competitors. For instance, it was awarded as a best firm in the market according to customers’ feedback during 2017 (Premiya 2GIS 2017, n.d.).
However, the major change in the company’s strategy was a shift to exploration instead of exploitation. The organization launched new products that aimed at new markets, which are B2B and entertainment for families and children. Vladimir Shirokiy explains that the firm “was the first in the region to launch escape games for children… extending target audience. At the moment about 30-40% of all customers are kids… Therefore, games for children became an important source of revenue for us… We have also launched a new type of games with actors and additional effects”. New offerings required development of new marketing solutions as the markets the firm operates in are different. Thereby, it had to look for new channels, tools and messages. «Vzaperti»’s representative says that “it required new scenarios, software and equipment… We also started to work with communities, such as forums for mothers… and made a special website designed for parents and children”. Additionally, «Vzaperti» started to produce and trade game elements, such as electronic mechanisms and interior design items, selling them overseas. In order to grow further «Vzaperti» started a new initiative that aims at partnership with local competitors, who move under the firm’s brand, thus, increasing its market share. 
«Squadra Group»’s founder Vyacheslav Pankov points out that the firm has no defined strategy at the moment. However, it is clear from the interview that the company definitely pursues cost leadership strategy. Vyacheslav says that «Squadra Group» “has the best cost figures. Therefore, we can develop this competency further”. According to him, the company did not have a defined strategy as it has been recently established and the market was growing quickly, so the management aimed at conquering greater market share without clear focus on either cost efficiency or differentiation. Vyacheslav states that “now we are at the stage of defining what our strategy is. We largely tend to pursue cost leadership as we, the management team, built the company on this competency”. «Squadra Group»’s website, which is one of the main firm’s channels, shows a clear accent on low prices (Informaciya o kompanii Skvadra Grup, n.d.). Therefore, it is fair to conclude that this organization pursues pure cost leadership strategy, even if the management team has not defined the strategy yet. 
Since the firm was founded it has been focusing on explorative practices. Vyacheslav Pankov states that the management team learns and introduces the most up-to-date, effective and efficient practices. A special accent is made on constant learning. The founder says that the team “traveled to learn the real cases, real businesses that apply the best practices… We traveled around the USA, learnt their experience, applied it in our business, as well as the best practices offered by GSOM MBA”. In fact, the product itself, refurbished server hardware, is the result of exploration as the founders learnt this business model in the US and launched an experiment in Russia to see if it would yield well. There was no such business before, and «Squadra Group» “created the market”. The firm concentrates mostly on exploration. For example, the organization experiments a lot with marketing solutions, such as creating a new chat bot, trying new analytic software and constantly experimenting with website. Vyacheslav says that «Squadra Group» started developing other products, which are not associated with the current area of business. “We invest in industrial partnerships, new project. We develop new platforms… online platforms that can create greater value. We develop new software products that already operate, such as blockchain”, - points out Vyacheslav. 
«Na parah» has not changed its generic strategy pursuing innovation differentiation. Its concept is still unique in Saint-Petersburg. Moreover, the firm monitors current trends and address them. For example, it included burgers into restaurants’ menu. These burgers are also steamed and considered to be healthy. It differentiates «Na parah» from other restaurants that offer burgers. What «Na parah» changed in its strategic behavior is that the company shifted further to explorative practices. Its management team explored new approaches to marketing, procurement and human resource. Alexander Krasnoschekov says “We started to become more efficient working on procurement. We hired a procurement manager, and he contributed a lot, we did not have these competencies before… We launched a training program for employees in order to teach them our mission, vision and direction, and to be more responsible… I did not understand before how marketing affects customers… Now we focus on social media marketing. We stopped using outdoor advertising, such as billboards, as it is too expensive”. Furthermore, «Na parah» works on brand new projects as well. According to the founder, they are two IT products that are aimed at improving efficiency of the organization. One of them is “a mobile application that allows ordering in advance before coming to the restaurant”. In addition, the firm’s management plans to introduce such functions as delivery service and table selection. The second project is associated with procurement process. Alexander says “it is a complex system of procurement automatization”. At the moment «Na parah»’s management explores and develops its franchising program as additional direction of business growth. 
«Avtosvet Komplekt» has chosen to continue pursuing marketing differentiation strategy and gradually give up combining it with cost efficiency since 2014 crisis. Stanislav Buss says “We came to the point when some of the biggest competitors significantly lower prices as they can maintain greater volumes of sales. We cannot afford it. That is why we started to look for alternative products in order to avoid competition… We have also expanded our range of products and we are still doing it”. In order to implement these measures, the firm established dealership partnership with several automotive goods manufacturers.
Another aspect of «Avtosvet Komplekt»’s strategic behavior has been changed as well. The firm shifted to explorative practices instead of exploitation. It relates to two fields, which are product and marketing. The firm’s management changed the range of products in order to move more to low-end segment. The practice of testing new items that the company sells became a usual action. Since 2014 «Avtosvet Komplekt» added to its range of automotive lamps several new brands and penetrated the market of automotive instruments. Stanislav Buss points out that in 2014 the firm “did an experiment with wholesale B2B direction. We bought lamps for 150 thousand rubles and started to visit retailers and offer them our lamps”. Since that time wholesale has become a substantial source of revenues. As for marketing, «Avtosvet Komplekt» started to build sales department and elaborate a consistent marketing approach. Stanislav says “We decided to implement new practices. We are hiring managers for wholesale direction and building a sales department. We also plan to develop a new website for wholesale and start contextual advertising”. According to the cofounder, the organization used only 2 marketing channels before the crisis, while now the firm communicates to 7 channels. “We now use social media, we tested radio, and we constantly search for new channels”. 
Table 7. Case companies’ strategic behavior during crisis
	Name
	Generic strategy
	Exploitation VS exploration

	«A-Graf», «SK Aleksandria»
	Combination of cost leadership and marketing differentiation
	Combination of exploitation and exploration

	«Vzaperti»
	Innovation and marketing differentiation
	Exploration

	«Squadra Group»
	Cost leadership
	Exploration

	«Na parah»
	Innovation differentiation
	Exploration

	«Avtosvet Komplekt»
	Marketing differentiation
	Exploration



Overall, there is evidence that sample SMEs changed their strategic behavior during the economic crisis. The firms tended more to differentiation in this context. Two of the companies, which used to be pure differentiators, «Vzaperti» and «Na parah», kept on pursuing differentiation strategy. Vzaperti», apart from being a product differentiator, started to differentiate by marketing solutions as well. «Avtosvet Komplekt», which used to pursue a combination strategy before the crisis, moved completely to differentiation. Among the firms, whose strategies before the crisis were analyzed, «A-Graf» is the only organization that decided to differentiate less than it used to before and start applying cost efficiency strategy combining it with differentiation measures. Pure cost leadership strategy is pursued only by «Squadra Group», which was established with the advent of the crisis. Therefore, no shift in behavior can be identified in this case. 
Concerning the exploitation-exploration interplay, a shift to exploration is obvious. Four out of five companies used explorative practices during the crisis. «Vzaperti», «Na parah» and «Avtosvet Komplekt» shifted from exploitation to exploration during the economic crisis. Interestingly, «A-Graf» did an opposite step, as it was with competitive strategy as well, giving up primarily explorative behavior and moving to exploitative measures. «Squadra Group» has been using explorative practices since its foundation. 
2.4.3. Analysis of case firms’ performance during crisis 
Having examined strategic behavior of Russian SMEs, there is a need to assess their performance in order to identify if there is a relationship between strategic behavior and results, and what kind of relationship it is. 
«A-Graf»’s founder negatively describes the firm’s results as “on the edge of survival”. With the advent of the crisis the company experienced negative and zero profits several times. He evaluates the future in the negative light, considering further cost-cutting measures. As for the measures taken to counteract the crisis, Evgeniy Rabochiy says that moving from focused differentiation to all types of projects “helped to level the negative situation”. Cost-cutting measures made adaptation to the crisis easier, so “it was not painful”. Overall, Evgeniy positively evaluate the organization’s strategy during crisis saying that “the strategy worked well because we still exist and try to develop the business, expanding, for example, to reconstruction of historic objects”.
As it can be seen in the graph below, «A-Graf»’s revenue dropped dramatically in 2014 when the crisis broke out in Russia. It returned back to the same level in 2015. However, Evgeniy explains this by the fact that payments, which had to be done in 2014, were postponed due to the crisis. Therefore, 2015 cannot be considered as a successful year for the firm. In 2016 «A-Graf»’s revenue fell down even further. However, a sign of recovery is seen in 2017. In fact, a half of 2017 revenue was generated by a new direction «SK Aleksandria», which was considered to be an explorative practice. 

Figure 3. «A-Graf»’s yearly revenue (2012-2017)
Vladimir Shirokiy, managing director at «Vzaperti», says that “starting from summer 2016 the firm’s profits decreased significantly. We did not have losses, but we were close to zero profits”. It was sensitive as the team invested into new projects to counteract the crisis. However, “since autumn 2017 we have felt a positive shift of increasing revenues”, says Vladimir. There are several reasons for it, according to Vzapeti’s representative. One of the main factors is the leading position of the company. “We are the leader in the market. We have a safety buffer… We can stay longer in the business as we have a larger client base. It is our main resource”, says Vladimir. In addition, the director admits that new offerings, such as games for children, corporate events and partnership program, largely contributed to an increase in revenues, and efficiency improvements helped to reduce spending. Now «Vzaperti»’s management is positive about the near future. Vladimir says “We do not think about survival anymore, we started thinking about further development, what new we can build and what we can invest in. So, we will now focus on growth”. 
The graph below shows that «Vzaperti»’s total revenue did not fall during the economic crisis, and only grew. It is seen that the firm’s growth slowed down in 2017. According to Vladimir, managing director, new products, which are an outcome of explorative practices, account for growth since 2016. He argues that there would be a decrease in revenues without them. 

Figure 4. «Vzaperti»’s yearly revenue (2014-2017)
«Squadra Group» reports constant growth since its establishment having multiplied the first year’s revenue by 15 in three years (see the graph below). Vyacheslav Pankov, the firm’s founder, gives positive evaluation to «Squadra Group»’s performance. He argues that the company’s “profitability and gross margin are several times higher than that of market average”. New opportunities explored by the organization’s management, such as software products, started to yield in 2018. Therefore, they are not included in the graph. 

Figure 5. «SquadraGroup»’s yearly revenue (2014-2017)
«Na parah»’s founder, Alexander Krasnoschekov, states that the economic crisis has not significantly affected the firm’s performance. He says that “the crisis did not have impact on consumer demand. There were some problems concerning procurement. Due to sanctions several types of products disappeared, there was a huge increase in prices of some other products”. In fact, «Na parah» opened several new restaurants in Saint-Petersburg during the crisis. Interestingly, the company’s revenues have been growing to a larger extent since 2013, when its management team started to apply explorative practices. The major part of the growth is shown during the crisis. 

Figure 6. «Na parah»’s yearly revenue (2014-2017)
«Avtosvet Komplekt» cofounder, Stanislav Buss, points out that the firm was seriously influenced by the crisis. “The first period when dollar was very volatile was bad. People refused buying… The demand decreased significantly”, - says Stanislav. According to him, the «Avtosvet Komplekt» did not have profits during this period, which lasted several months. Afterwards the situation flattened. The graph below shows a constant growth in total revenue. Especially starting from the year 2014, when the crisis broke out. The cofounder says that the reasons for that are “increase in sales volume and growing customer base”. Stanislav positively evaluates the company’s performance as it “survived and managed to return to growth”. 




Figure 7. «Avtosvet Komplekt»’s yearly revenue (2014-2017)
To sum up, the majority of the sample firms experienced growth in total revenue. The only exception is A-Graph, whose revenue has dramatically fallen since 2014. Other four companies differ in terms of the extent they grow to. «Vzaperti»’s revenue slowed down significantly. «Avtosvet Komplekt»’s revenue has been increasing since 2014 not quickly but steadily. The best performance in terms of revenue is shown by «Squadra Group» and «Na parah» that grew manifold. As for subjective evaluation of organizational performance, the founder of A-Graph is pessimistic, while other four representatives assess their business results in the positive light. 



Table 8. Case companies’ strategic behavior and performance
	Name
	Strategic behavior before crisis
	Strategic behavior during crisis
	Results

	
	Competitive strategy
	Exploitation-exploration
	Competitive strategy
	Exploitation-exploration
	Revenue
	Subjective evaluation

	«A-Graf»
	Focused marketing differentiation
	Exploration
	Combination of cost leadership and marketing differentiation
	Combination of exploitation and exploration
	Decrease
	Negative

	«Vzaperti»
	Innovation differentiation
	Exploitation
	Innovation and marketing differentiation
	Exploration
	Increase
	Positive

	«Squadra Group»
	-
	-
	Cost leadership
	Exploration
	Increase
	Positive

	«Na parah»
	Innovation differentiation
	2009-2012: Exploitation;
2012-2014:
Combination of exploitation and Exploration
	Innovation differentiation
	Exploration
	Increase
	Positive

	«Avtosvet Komplekt»
	Combination of cost leadership and marketing differentiation
	Exploitation
	Marketing differentiation
	Exploration
	Increase
	Positive



CHAPTER 3. DISCUSSION AND CONCLUSIONS
3.1. Findings and discussion
The relationship between strategic behavior of a firm and organizational performance is well studied in the context of stable environment. However, the case of economic crisis, which is especially dangerous for SMEs, is less discussed in the literature. This research examined Russian SMEs’ strategic behavior and their performance during the current economic crisis. The findings can be explained by strategic fit concept and resource based view.
Strategic fit framework argues that firms should establish a consistent connection between their strategy and environment in order to achieve high performance (Venkatraman, 1989). It explains why Russian SMEs change their strategic behavior during economic crisis. The reason is that they adjust to new context in order to counteract negative effect of crisis and spot new opportunities.
The most significant change in SMEs’ strategic behavior is their approach adaptation: explorative and exploitative practices. The evidence shows a positive association between the case firms’ shift from exploitation to exploration and their organizational performance. From the point of view of strategic fit concept, explorative practices are more appropriate for such unstable and hostile environment as economic crisis as they help firms adapt to a changing environment (Uotila et al., 2009). Transitions between exploitation and exploration are related to increased performance (Mudambi, Swift, 2014). Therefore, crisis is the time to leap. It can be explained by the fact that new product development and diversification lower market risks, which are especially high during downturn (Majumdar, 2010; McDougal et al., 1994). Other studies also find that explorative behavior, such as innovating, has positive effect on SMEs’ results (Madrid-Guijarro et al., 2013). Explorative practices can be described as proactive behavior. According to previous studies, proactive firms perform better during economic crisis (Del Mar Alonso-Almeida et al., 2013; Smallbone et al., 2012). 
According to resource based view, the move from exploitation to exploration is reflected by changes in companies’ R&D spending (Mudambi, Swift, 2014). Investment in intangible assets, such as R&D, is associated with higher firm performance during downturn (Cucculelli et al., 2014; Lee et al., 2009). Therefore, explorative SMEs can increase effectiveness and efficiency of resources allocation and reconfigure assets in order to develop new capabilities and competitive advantage, which are especially critical during crisis.
Moreover, the examined organizations changed their competitive strategy in reaction to economic crisis. The findings show that SMEs pursuing a pure strategy during crisis perform better than those applying a combination strategy. The reason is that cost leadership and differentiation target different segments of customers, and a combination strategy requires a lot of resources to be implemented. According to resource based view, a pure strategy is a set of resources that are allocated to create a product for certain target audience. During economic crisis resources are really scarce, so it is difficult for SMEs to apply both strategies. That is why SMEs have to make trade-offs eroding their competitive advantage (Claver-Cortés et al., 2012). In addition, cost leadership and differentiation are conflicting strategies. Cost leadership is aimed at reducing costs, while differentiation, especially innovative one, implies investments in intangibles, such as R&D and advertising, which have impact on performance only in medium or long term. In the end, it significantly affects organizational performance. Thornhill and White’s (2007) research supports this finding stating that a pure strategy is equally or more effective than a hybrid strategy. However, Leitner and Güldenberg (2010) found that a combination strategy yields equal or higher results compared to pure strategies. 
Both pure differentiation and cost leadership strategies are associated with higher performance. It supports other studies that argue that each of these competitive strategies is effective for SMEs (Lecher, Gundmunsson, 2014; Leitner, Güldenberg, 2010; Herzallah et al., 2017). During economic downturn competition becomes increasingly intense. Innovation differentiation allows SMEs building competitive advantage in their niche and, thus, become crucial under crisis conditions. Marketing differentiation allows generating customer loyalty, which helps maintain customer base, reduce costs per customer acquisition and positively contributes to performance (Miller, 1988; Laitinen, 2010; Del Mar Alonso-Almeida, 2013). Barney (1991) argues that marketing differentiation is an effective complementary strategy as it allows creating a sustainable competitive advantage, which is based on more unique and rare resources. Therefore, innovation and marketing differentiation strategies are relevant strategies for volatile context (Miller, 1988). As for resource perspective, differentiation is largely depends on intangible assets. Hence, differentiators experience resource scarcity to a lesser extent and are effective during crisis (Camison, VillarLopez, 2010).
Pure cost leadership strategy is positively associated with organizational performance as well. In the context of decreasing market industrial SMEs improve their operational efficiency introducing new technologies and, thus, reducing costs, which is especially important during downturn (Bamiatzi, Kirchmaier, 2014). Nevertheless, there is also evidence that differentiators outperform cost leaders and worst-performers were firms striving for cost-cutting measures (Miller, 1988; Banker et al., 2014; Del Mar Alonso-Almeida, 2013). It can be explained by differences in target segments. The case firm «Squadra Group» operates in the market where customers seek for the cheapest products as their primary need is to save money. Focus strategy is not relevant during downturns as concentrating on a narrow segment in unstable environment, when customer demand decreases, can lead to deterioration of firm’s performance (Baum et al., 2003). This finding is also supported by scholars (Herzallah et al., 2017). 
Furthermore, higher level of competitive strategy is positively related to SMEs’ performance under crisis conditions. Firms that implement generic strategy to a higher degree do not make trade-offs. Hence, they manage to develop and sustain their competitive advantage, which is crucial during economic downturn. As for resources allocation, it is more efficient as scarce resources are distributed to develop and maintain certain capabilities that are aligned with a firm’s strategy. Previous studies support that higher level of competitive strategy implementation and strategic clarity are positively associated with organizational performance (Parnell et al., 2015; Herzallah et al., 2017). This finding adds to the previous one providing evidence that a clear pure strategy, which is aligned to environment and considers resources and capabilities, have positive impact on performance. 
One of the research questions was how competitive strategy and exploitation-exploration are related. The findings reveal that there is no direct relation between a firm’s strategy and its approach to explorative and exploitative strategies. For instance, exploration is not necessarily associated with differentiation, while exploitation is not linked to cost leadership. Conversely, Zhang (2009) found that cost leadership drives exploitative practices. The current research finds that exploration is positively related to generic strategies during economic crisis. Therefore, explorative behavior can be considered as a moderator between a firm’s competitive strategy and organizational performance during downturn. Previous studies support this finding. Zhang’s (2009) evidence shows that exploration and both cost leadership and differentiation strategies are positively associated. Herzallah et al. (2017) partly supports the finding arguing that competitive strategies are positively related to both exploitation and exploration. The differences in findings can be explained by the fact that these studies examined strategic behavior of firms under stable conditions. However, during economic crisis exploitative practices do not fit into unstable and hostile environment, when firms need to explore new products, markets and capabilities in order to survive. Explorators manage to allocate resources in the way that they are aligned with generic strategy.

Table 9. Explanation of research findings through strategic fit concept and resource based view
	Finding
	Strategic fit perspective
	Resource based view

	Explorative behavior and organizational performance of SMEs are positively associated during crisis.
	Economic crisis is the time to shift from exploitation to exploration as it allows lowering market risks and is more appropriate for unstable and hostile environments.
	Explorative practices increase effectiveness and efficiency of resources allocation and reconfigure assets in order to develop new capabilities and sustainable competitive advantage during crisis.

	A pure generic strategy, either cost leadership or differentiation, is positively associated with firm performance and provides better results compared to that of a combination strategy during downturn.
	Cost leadership and differentiation are conflicting strategies that are aimed at different goals and target different segments of customers, which is not applicable under crisis conditions.
	A combination strategy requires a lot of resources to be implemented. During economic crisis resources are scarce more than ever, so it is difficult for SMEs to apply both strategies and leads to trade-offs, which erode their competitive advantage.

	A higher level of competitive strategy is positively related to SMEs’ performance under crisis conditions.
	A higher level of generic strategy prevents SMEs form making trade-offs. Thus, they manage to implement a strategy that is aligned to economic downturn.
	A higher level of competitive strategy allows for efficient resource allocation to develop and maintain certain capabilities that are aligned with a firm’s strategy.

	Exploration is positively related to competitive strategies during economic crisis.
	Explorative practices fit into unstable and hostile environment and help firms implementing a competitive strategy through exploring new opportunities.
	Exploration allows for resource distribution, which is aligned with a firm’s competitive strategy. 


As a result, the above mentioned findings allow creating the following theoretical model of strategic behavior of SMEs during crisis. Arrows with signs “+” show positive association with organizational performance, while “-” means negative relationship. 
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Figure 8. Model of strategic behavior of SMEs during crisis
Economic crisis affects firms, especially SMEs, and their organizational performance posing threats and generating opportunities. Organizations react to crisis changing their strategic behavior aiming at adapting to turbulent and hostile environment in order to defend against threats and spot new opportunities to survive. The changes are reflected in both firms’ competitive strategy and their approach to exploration-exploitation. Both pure strategies, either differentiation or cost leadership, are associated with better organizational performance. Implementation of a strategy is positively associated with explorative practices, which act as a moderator. As a result, configurations of a pure strategy and exploration lead to higher performance of SMEs during economic crisis.




3.2. Theoretical contribution
The main theoretical contribution of this paper is that contributes to the knowledge about strategic behavior of Russian SMEs during crisis describing the cases from the point of view of Porter’s (1980) generic strategies and exploration-exploitation interplay. The findings add to Porter’s framework of competitive strategies under crisis conditions providing cases for the existing discussion regarding effects of pure and combination strategies. 
Moreover, the current research adds information to the March’s (1991) concept on explorative and exploitative strategies in unstable and hostile environment examining the shift from exploitation to exploration during crisis and its relationship to firm performance. From the point of view of resource-based view, the paper shows that firms need to develop a capability to shift from exploitation to exploration in times of crisis. Finally, it makes additional contribution to few studies that evaluate how all three notions are related (Zhang, 2009; Herzallah et al., 2017). Moderating role of exploration is found.  As a result, the theoretical model that specifies relationship between competitive strategy, its approach to exploration-exploitation and organizational performance during economic crisis is proposed. Overall, the case findings of this research argue with some of the previous studies. Thus, new evidence is added to existing literature. 
3.3. Managerial implications
The analyzed cases come from different industries and illustrate different strategic behavior and firm performance during economic crisis. The findings of the research may be valuable for owners and managers of SMEs. In particular, firms may use the results when defining their strategy during downturn. Under crisis conditions SMEs should focus on a pure strategy, either differentiation, which can be innovation or marketing, or cost leadership strategy. This approach allows allocating scarce resources to well-aligned measures without making trade-off and, thus, setting clear targets. In addition, firms should apply explorative practices in order to lower market risks, explore new opportunities generated by crisis, and develop and maintain a sustainable competitive advantage. Therefore, SMEs’ executives may be interested in developing a capability to shift from exploitative to explorative behavior when it is time to, for instance, with the advent of economic crisis.
3.4. Limitations and opportunities for further research
A longitudinal study of Russian SMEs would develop the paper further. The sample would include both SMEs, those that survived and not survived the economic crisis. This would allow identifying firms’ strategic behavior, its changes and impact on organizational performance in the long term and understanding why some of organizations fail during crisis, while others survive. It would be a strong plus to take more firms into account when developing the research further. Moreover, further study may be focused on certain industries in order to eliminate industry-specific issues and understand firms’ strategic behavior in certain fields of business. 
In addition, this paper is based on in-depth interviews only with SMEs’ founders or executives. However, strategy is implemented through all levels of management. Therefore, additional interviews with companies’ middle managers and employees would allow gathering getting more insights on SMEs’ strategic behavior. As for research methodology, it would be beneficial to conduct a quantitative study of a larger sample based on the findings of the current research in order to establish relationships and make statistical generalizations. 
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Appendix1. Interview guide
Interview guide
«Strategic behavior of Russian SMEs during economic crisis»

Firm _______________________________________________________

Industry ____________________________________________________

City _______________________________________________________

Established in _______________________________________________
Number of employees _________________________________________
Name of respondent and job ____________________________________

Telephone number ____________________________________________


1. What is the history of your company? How was it founded and developed over time?
Strategic behavior
2. What strategy did your firm pursue before the 2014 crisis? What measures have been taken to implement the strategy?

3. How did the firm react to the crisis when it began? What measures did the firm’s management team take? What has changed regarding your strategy?

4. Has the crisis already finished?

5. What strategy is your organization pursuing now? How did it change compared to the times of the crisis?
Exploitation and Exploration
6. Regarding exploitation and exploration, what approach did your firm apply during the 2014-2016 crisis?

7. What is the focus of the company now?


Organizational performance

8. Please, fill in the following financial information:

	
	Revenue (thousands of RUR)

	2012
	

	2013
	

	2014
	

	2015
	

	2016
	

	2017
	



9. What is your evaluation of the firm’s results during crisis?

10. Why do you think your company managed to survive the crisis?

11. What is role of strategy in these results?

Do you have any comments regarding the questions you have (not) been asked?
Thank you!
We thank you for the time you managed to allocate for the interview. Your answers have been recorded.




	Direction of research
	Author, Title of Research
	Research Question(s) 
	 (
Appendix 2.
 
Relationship between strategic behavior and organizational performance
)Method
	Main Findings

	Porter’s generic strategies
	(Banker, Mashruwala, Tripathy, 2014)
Does a differentiation strategy lead to moresustainable financial performance than a cost leadership strategy?
	What is the relationship between the strategic positioning of a firm and the sustainability of firm performance?
	Secondary data,12849 firm-year observations, regression analysis
	1. Firms applying either differentiation or cost-leadership strategies demonstrate high contemporaneous performance. 
2. Differentiators sustain performance to a greater degree that cost leaders.
3. Differentiation strategy is associated with higher risk and volatility compared to cost-leadership.

	
	(Borch, Huse, Senneseth, 1999)
Resource Configuration, Competitive Strategies, and Corporate Entrepreneurship: An Empirical Examination of Small Firms
	What are the relationships between the resource base of small firms and their choice of competitive strategies?
	Survey, 660 Swedish small firms, regression analysis
	1. There exists coherence between resources and strategies in small firms.
2. The relations between competitive strategy and industry were strongest for market strategies, and the relations between resources and competitive strategies vary among industries.

	
	(Bamiatzi, Kirchmaier, 2014). 
Strategies for superior performance under adverse conditions: A focus on small and medium-sized high-growth firms
	What strategies are employed by high-growth SMEs such that they continue to thrive within the context of declining industries?
	Interview, 20 SMEs, case study
	1. A single strategy appears insufficient to beat a declining market for long.
2. High-growth firms focus on some type of product, process or service innovation.
3. High growers pursue a product or service customisation strategy.
4. High growers targeted the entire market quite aggressively and utilised the turbulence of the market to their benefit in order to increase their market share.

	
	(Thornhill, White, 2007)
Strategic purity: a multi-industry evaluation of pure VS. hybrid business strategies
	Are pure strategies more effective than hybrid strategies?
	Survey, 2351 Canadian firms, regression analysis
	1. A pure strategy is equally or more effective than a hybrid strategy.

	
	(Leitner,  Güldenberg, 2010)
Generic strategies and firm performance in SMEs: a longitudinal study of Austrian SMEs
	What is the relationship between strategic behavior and a firm’s performance?
	Survey, 2051 Austrian SMEs, regression analysis
	1. Firms that apply a pure strategy, either cost-leaders or differentiators, perform equally well.
2. Firms that combine both strategies perform equally well or better than those with a pure strategy.
3. Firms with a combination strategy perform better than those with no strategy.
4. Firms that changed their strategy in the second period performed better than those pursuing no strategy. 

	
	(Lecher, Gundmunsson, 2014)
Entrepreneurial orientation, firm strategy and small firm performance
	How do individual entrepreneurial orientation dimensions influence the
relationship between competitive strategy and firm performance?
	Survey, 70 Icelandic SMEs, regression analysis
	1. Both strategies, cost-efficiency and differentiation, are effective for SMEs.
2. Differentiators are positively associated with innovativeness and autonomy and negatively associated with competitive aggressiveness. 
3. Cost-leaders are associated with reduced autonomy.

	
	(Linton, Kask, 2017)
Configurations of entrepreneurial orientation and competitive strategy for high performance
	How do entrepreneurial orientation and Porter’s generic competitive strategies act in combination to influence performance?
	Survey, 67  Swedish SMES,  qualitative comparative analysis
	Three solutions lead to higher performance:
1. Differentiation strategy in combination with proactiveness and innovativeness
2. Differentiation combined with proactiveness
3. A combination of differentiation and cost efficiency strategies

	Other strategies
	(Luoma, 2015)
Revisiting the strategy-performance linkage: An application of an empirically derived typology of strategy content areas
	Is it possible to identify characteristics that renew the research tradition of the strategy-performance linkage? If yes, what are those new characteristics?
	Secondary data, 250 largest firms in Finland, cluster analysis
	1. Firms group that reached a balance across all content areas outperformed other groups.

	
	(Parnell, Wright, 1993)
Generic strategy and performance: an empirical test of the Miles and Snow typology
	What is the strategy-performance relationship in a volatile, dynamic and growing industry?
	Survey, 104 companies in catalogue and mail-order house industry, t-test analysis
	1. Reactors perform poorly compared to other strategic groups.
2. Prospectors show better performance in terms of revenue growth rate.
3. Analyzers outperform others in terms of ROA.
4. Defenders demonstrate both the second highest ROA and revenue growth rate.

	
	(Ramaswamy, Thomas, Litschert, 1994). Organisational performance in a regulated environment: the role of strategic orientation
	Is there a significant relationship between strategy and performance in regulated settings?
	Secondary data, 20 air carriers, regression analysis, cluster analysis
	1. Managerially controlled strategic resource deployments explained a significant proportion of variance in performance.
2. Organizations pursuing efficiency oriented strategies outperformed others that did not.

	
	(Conant, Mokwa, Varadarajan, 1990)
Strategic types, distinctive marketing competencies and organisational performance: a multiple measures-based study
	What role does the proposed multiitem measure play in identifying relatively pure archetypes, and examining the relationship between strategic types, distinctive marketing competencies, and organizational performance?
	Survey, 150 firms,  multi-item scale, paragraph analysis
	1. Defenders evaluated their overall performance to be comparatively favorable.
2. Reactor organizations are 'strugglers' which do not exhibit competitively strong strategic orientations, policy thrusts, or decision-making practices. As such their performance suffers.

	
	(Parnell, Long, Lester, 2015) Competitive strategy, capabilities and uncertainty in small and medium sized enterprises (SMEs) in China and the United States
	What are the linkages among competitive strategy, strategic capabilities, environmental uncertainty, and organizational performance in small and medium sized enterprises (SMEs) in China and the USA?
	Survey, 166 SMEs in China and the USA, factor analysis
	1. Firms with high strategic clarity and businesses with low strategic clarity outperform companies with moderate strategic clarity.

	
	(Majocchi, Zucchella, 2003)
Internationalization and Performance. Findings from a Set of Italian SMEs
	What is the relationship between internationalization strategies and SMEs’ performance?
	Interview, 220 Italian SMEs, regression analysis
	1. FDI are negatively connected to organizational performance in case of non-export entry model.
2. In case of export entry model FDI positively affect performance.

	The relationship between explorative, exploitative behavior and performance
	(Zhang, 2009)
Quality exploitation versus quality exploration: measurement, antecedents, and performance implications
	What antecedent variables are predictive of the implementation of QEI and QER?
	Secondary data, 238 manufacturing plants from 8 countries, factor analysis, regression analysis
	1. Exploitative practices are driven by cost leadership strategy. 
2. Explorative practices are positively associated with both cost leadership and differentiation strategies.

	
	(Herzallah, Gutierrez-Gurierrez, Munoz Rosas, 2017)
Quality ambidexterity, competitive strategies, and financial performance: An empirical study in industrial firms
	Is QAMB positively related to traditional competitive strategies: cost leadership, differentiation, and focus?
What is the best combination of QER and QEI for each competitive strategy?
	Survey, 205 Palestinian industrial firms,  structural equation modeling
	1. Competitive strategies are positively related to implementation of quality exploration and quality exploitation practices. 
2. The highest levels of competitive strategies are associated with balanced levels of exploration and exploitation. 
3. There is a positive relationship between cost leadership/differentiation and a firm’s performance. 
4. Focus strategy showed a negative association with performance.

	
	(Uotila, Maula, Keil, Zahra, 2009) 
Exploration, exploitation, and financial performance: analysis of S&P 500 corporations
	What are the effects of exploration and exploitation on performance?
	Secondary data, 279 manufacturing firms, regression analysis
	1. There is a curvilinear relationship between the relative amount of exploration and financial performance.
2. Industry technological dynamism positively moderates the relationship between relative exploration orientation and the future financial performance of the firm. This relationship is more pronounced in R&D intensive industries.

	
	(Ho, Lu, 2015) 
Performance implications of marketing exploitation and exploration: Moderating role of supplier collaboration
	What is individual and joint impact of exploratory and exploitative marketing activities on market performance?
	Survey, 220 firms, regression analysis
	1. Pursuing marketing exploitation and exploration simultaneously hurts firms' market performance.
2. Supplier collaboration enhances the impact of marketing exploration but weakens the impact of marketing exploitation on market performance.

	
	(Mudambi, Swift, 2014)
Knowing when to leap: transitioning between exploitative and explorative R&D
	What is the impact of moving between exploitation and exploration on firm innovative performance? 
	Secondary data, 3399 manufacturing firms, regression analysis
	1. Changes in R&D spending away from the past trend show transitions between explorative and exploitative R&D practices. 
2. These changes are related to increased organizational performance. 


	
	(Uotila, 2017) 
Exploration, exploitation and variability: Competition for primacy revisited
	How do exploration and exploitation influence the variability of organizational performance?
How does this variability influence competitive outcomes in competitions for primacy?
	30 firms, simulation analysis
	1. Exploitation is generally more beneficial in the short term—both in terms of average performance effects and in terms of winning a competition for primacy—whereas longer time horizons in most cases call for an increased amount of exploration.
2. Increasing exploitation relative to exploration was found to generally lead to an increase in performance variability.
3. Increase in performance variability stemming from a highly exploitative strategy was found to be beneficial in competitions for primacy.





	 (
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)Author, Title of Research
	Research Questions(s)
	Method
	Main Findings

	(Laitinen, 2010)
Long-term Success of Adaptation Strategies: Evidence from Finnish Companies
	What is the connection between the medium and long-term success of a company and the adaptation strategies applied in the years of a deep recession?
	Survey,750 Finnish firms, factor analysis
	1. Firms pursuing a marketing improvement strategy achieve the best performance in the medium-term.
2. Organizations applying a debt restructuring strategy are the worst-performers in the mid-term.
3. Businesses utilizing efficiency and marketing improvement strategies show greater performance in the long-term that those pursuing of debt restructuring, fixed asset realization and share emitting.

	(Lee, Beamish, Lee, Park, 2009)
Strategic choice during economic crisis: Domestic market position, organizational capabilities and export flexibility
	How does drop in domestic demand influences firm-level export performance depending on a firm’s domestic market position?
	Secondary data, 283 Korean firms, regression analysis
	1. Korean domestic leaders had greater export intensity in the post-crisis period being significantly affected by the crisis.
2. Exporting companies showed better performance than those focused on the domestic market.
3. Organizations with greater upstream capabilities, such as R&D, exploited better flexibility and managed to increase exports during crisis.
4. Downstream capabilities, such as advertising, proved to be more effective in the domestic market.

	(Del Mar Alonso-Almeida, Bremser, 2013)
Strategic responses of the Spanish hospitality sector to the financial crisis
	What is the connection between the impacts of the 2008 crisis, the measures taken by Spanish hotels to alleviate the crisis and an individual hotel’s performance?
	Survey, 198 hotels in Madrid, Spain, factorial analysis
	1. Hotels having strong brand image and high-quality service achieved better financial performance during crisis. Hotels that performed well during the 2008-2009 crisis had large loyal customer base, were proactive and able to maintain prices.
2. Firms pursuing a cost-cutting strategy performed poorly during the crisis. The worst-performers used to reduce service offers, dismiss personnel and renegotiate credit lines

	(Cucculelli, Bettinelli, Renoldi, 2014)
How small-medium enterprises leverage intangibles during recessions. Evidence from the Italian clothing industry
	How did R&D, advertising expenditures and other factors affect organizational performance of SMEs during recession following the 2008 financial crisis?
	Survey, 376 Italian SMEs, regression analysis
	1. No significant relationship between investments in intangibles, such as R&D and advertising, and performance in the pre-crisis period was found.
2. Investment in intangible assets improved firm performance during the downturn. 
3. Business model change had positive influence on investment in intangibles effect on performance.

	(Madrid-Guijarro, García-Pérez-de-Lema, Van Auken, 2013)
An Investigation of Spanish SME Innovation during Different Economic Conditions
	How does the recession affect innovation activities of SMEs?
What is the impact of innovation on organizational performance during economic downturn?
	Interview, 287 Spanish manufacturing SMEs, regression analysis
	1. Management innovation decreased to a lesser extent than product and process innovation did during the recessionary period. 
2. Innovation has a positive effect on SMEs’ performance during economic crisis. 

	(Smallbone, Deakins, Battisti, Kitching, 2012)
Small business responses to a major economic downturn: Empirical perspectives from New Zealand and the United Kingdom
	What are the effects of the 2008-2009 crisis on SMEs in New Zealand and the United Kingdom, firms’ response to the crisis and the factors that had driven small business performance under recession conditions?
	Survey, 1781 SMEs in New Zealand and the UK, multivariate analysis
	1. Surviving and resilient SMEs focused at generating revenue by increasing sales effort or investing in human capital avoiding cost-cutting measures. 

	(Kunc, Bhandari, 2011)
Strategic development processes during economic and financial crisis
	What is the strategy development process followed by firms during the current economic and financial crisis?
	Survey, 53 global firms, t-test analyses
	1. Organizations become more financially focused during the actual global economic and financial crisis.
2. Not only financial measures increase their importance but also non-financial measures related to process efficiency.
3. Increased importance for sustained cost reduction.
4. Innovation continues to be equally important towards long term strategies.

	(Cowling, Liu, Ledger, Zhang, 2014)
What really happens to small and medium-sized enterprises in a global economic recession? UK evidence on sales and job dynamics
	How many SMEs have still managed to grow in the current recession?
Has the SME business sector been able to maintain its employment levels during the current recession?
What types of entrepreneurs and SMEs have shown the capability to grow and create jobs during the current recession (i.e. is there an entrepreneurial human capital (EHC) effect)?
Can SMEs provide the future growth that will create new employment opportunities as the economy emerges from recession?
	Survey, 9362 SMEs, regression analysis
	1. Business characteristics important in predicting pre-recession SME growth performance, are also important determinants of within-recession performance.
2. Positive effect of entrepreneurial growth orientation on actual SME growth disappears when looking at the employment performance during the recession.
3. Recession had a strong adverse effect – at least in the first six months – on firms’ ability to grow.
4. SMEs are more resilient and more capable of creating jobs as the economy slowly moves out of recession.
5. Industry sector is an important determinant of growth outcomes during a recession.

	(Hilmersson, 2014)
Small and medium-sized enterprise internationalization strategy and performance in times of market turbulence
	How do SMEs’ internationalization strategies contribute to organizational performance during turbulence caused by the 2008 crisis?
	Survey, 203 Swedish SMEs, regression analysis
	1. SMEs’ internationalization strategy is positively associated with performance during recession.
2. Scope and speed of internationalization has a positive effect on firm’s performance.

	(Bartz, Winkler, 2016)
Flexible or fragile? The growth performance of small and young businesses during the global financial crisis—Evidence from Germany
	Do crisis times hamper or foster entrepreneurship?
	Survey, 29374 German SMEs, regression analysis
	1. Crisis times are detrimental to entrepreneurship.
2. Firms with a more entrepreneurial attitude exhibit a relative decline in growth, or growth intentions, in times of crisis.
3. Smaller sized firms receive an extra growth boost in crisis times.

	(Devece, Peris-Ortiz, Rueda-Armengot, 2016)
Entrepreneurship during economic crisis: Success factors and paths to failure
	What are the combinations of fundamental entrepreneurial factors that drive the growth of new businesses under different economic conditions?
	Secondary data,  qualitative comparative analysis
	1. Necessity-driven entrepreneurship is ineffective during recessions.
2. Innovation and opportunity recognition are more relevant as success factors during periods of recession than during periods of prosperity.
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