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Abstract

This study talks about the inter-linkage of strategy and entrepreneurship and
the emergence of strategic entrepreneurship concept. It explores the overlap
between strategy, entrepreneurship and the nature of entrepreneurial strategy
making construct (EO). The key purpose of this research is to study the EO
construct, which takes into consideration both the strategic and entrepre-
neurial behavior of the firm and the key dimensions comprising this con-
struct. Lumpkin and Dess’s conceptualized entrepreneurial orientation (EO)
construct as comprising of five dimensions, innovativeness, risk-taking,
pro-activeness, competitive aggressiveness and autonomy, which vary inde-
pendently. The study proposes a model linking cultural dimensions and stra-
tegic entrepreneurship (EO) and its influence on firm growth. The study puts
forward an argument that those countries which display certain cultural as-
pects will have a strong EO, hence contributing to firm growth.

Keywords
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1. Introduction

The origin of term entrepreneurship can be traced to the French word “Entre-
prendre”, which is “to undertake”. Though the strict definition of entrepreneur-
ship is yet to emerge, it is widely considered as identification and exploitation of
new opportunities. Wiklund [1] and Hitt et al, [2] talked about entrepreneur-
ship as “taking advantage of opportunities by novel combination of resources in
ways which have impact on the market”, and entrepreneurial actions as “creat-
ing new resources or combining existing resources in new ways to develop and

commercialize new products, move into new markets, and/or service new cus-
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tomers”. Berger [3] mentioned that though many countries have made signifi-
cant progress in developing their economies, they have achieved limited success
in strengthening entrepreneurial activity. He attributed the reason behind this
gap is that these countries are yet to make the fundamental cultural shift that
encourages entrepreneurial behavior. As per him, it is the culture, which is the
conductor, while the role of entrepreneur is to act as a catalyst to entrepreneur-
ship. For entrepreneurship to thrive countries need to have requisite national
culture that encourages entrepreneurial activity.

Researchers have stated that entrepreneurship means identifying and exploit-
ing new opportunities by making new entry but to create value entrepreneurial
firms need to act strategically. Lumpkin & Dess [4]. McGrath & MacMillan [5]
stressed the importance of entrepreneurial mind-set for strategists to sense and
exploit opportunities. Kuratko et al [6] held that firm level entrepreneurship
provides direction to the company by acting as key aspect of firm’s strategy by
defining where the firm is headed and how it intends to reach there. Despite this
shared focus, the two disciplines of strategy & entrepreneurship have evolved
separately. Of late scholars have started calling for the need of integration of
these two fields. Miller’s [7] highlighted the importance of strategic deci-
sion-making of firm and stressed its relevance in judging presence/absence of
entrepreneurship within a firm. He described firm’s entrepreneurial behavior by
its willingness to be innovative, ability to take risks and act proactively whereas
non entrepreneurial firms failed to innovate, were highly risk averse, and fol-
lowed competition rather than being proactive. It involves how uncertainty can
be used to one’s advantage by developing an entrepreneurial mind-set through
taking calculated risks [5]. Covin and Miles [8] have talked about the fact that
firms with entrepreneurial approach towards strategy tend to perform better
than those who don’t. As per them, an entrepreneurial strategy is, “a vision di-
rected organization with reliance on entrepreneurial behavior that purposefully
and continuously rejuvenates the organization and shapes scope of its strategy
through recognition and exploitation of entrepreneurial opportunity”. Wales et
al. [9] mentioned that strategic entrepreneurship and the emergence of strategic
& entrepreneurial orientation (EO) construct have provided critical insights into
questions like firm level entrepreneurial strategy and its performance implica-
tions.

The significance of this paper stems from the fact that it tries to highlight the
role of national culture and its relationship with various aspects of entrepre-
neurship and its influence on firm growth. Since the construct of Entrepreneuri-
al Orientation through the manifestations of its dimensions and the relevance of
culture in influencing entrepreneurship have also been studied earlier. But the
main contribution of this study is to highlight the specific aspects of culture and
its influence on specific aspects of entrepreneurial behavior, which has not been
examined in the earlier studies. At the same time, one of the limitations of this

study is that though it has proposed the conceptual model but has not empiri-
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cally tested it.

This paper has been organized it in the following section; it starts with the in-
troduction stating the issues to be studied, then explores the inter-relationship
between entrepreneurship and national culture. Further it studies the EO Con-
struct and the five dimensions comprising this construct. The study moves on to
explain the independent nature of these dimensions and conclude with propos-

ing the model to study this.

2. Entrepreneurship & National Culture

Past research highlights that certain cultural dimensions encourage entrepre-
neurship far more and in countries with these cultural attributes entrepreneur-
ship is far more prevalent. Hofstede’s [10] highlighted that different countries
vary on certain cultural aspects like power distance, avoiding uncertainty, indi-
vidualism/ collectivism, and masculinity/ femininity. He further stated that there
is a linkage between these dimensions, entrepreneurship and national wealth
and economic growth. Building on Hofstede [10] work, Trompenaars [11] ex-
amined additional cultural aspects of need for achievement/ascription and un-
iversalism and their influence on entrepreneurship.

Using the above mentioned cultural dimensions, one can identify a culture,
which is more conducive to strong strategic entrepreneurship (EO). So cultural
factors have a strong influence on society’s capacity to harness EO. To develop
new ideas, entrepreneurs need to take decisive actions in situations, which have
few parallel historical trends, and very limited information. Like starting a new
venture means dealing with lot of uncertainty. Cultures, which encourage this
kind of approach and action have little tolerance of power distance, open to op-
erating in uncertainty, are more individualistic, masculine and achievement
centered. While the societies that are sensitive about rigid social structure, com-
mitted to hierarchy, job security, consensual approach to decision making accept
power distance, try to avoid uncertainly, be more collective, feminine and parti-

cularistic.

3. Strategic Entrepreneurship or EO Construct

Entrepreneurship refers to making new entry, whereas EO centers on the entre-
preneurial process, which means Aow this is undertaken—the methods, practic-
es, and decision-making styles used to act entrepreneurially. Miller [7] talked
about an entrepreneurial organization as “one that engages in product market
innovation, undertakes somewhat risky ventures, and is first to come up with
“proactive” innovations, beating competitors to the punch.” This laid the foun-
dation of the entrepreneurial orientation construct with key dimensions of in-
novativeness, risk taking and pro-activeness. Lumpkin and Dess [4] defined EO
comprising of five dimensions, and added competitive aggressiveness and au-
tonomy to the existing three. They talked about the fact that organizations that

behave independently (autonomy), are open to change, take more risks and in-
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itiatives (pro-activeness), and compete aggressively have a strong EO. Past lite-
rature argues that EO is important for the economic growth of nations Morris
[12]. While some societies experience higher levels of entrepreneurship, which
does depend upon host of cultural factors that combine together to foster a

strong EO.

4. Dimensions of Strategic Entrepreneurship (EO) Construct

Strategy is all about choices and as per Child’s [13] strategic choice perspective,
EO has emerged as a widely researched construct in strategy and entrepreneur-
ship area and as noted by Zahra [14], there has been substantial research under-
taken in this area in last three decades. Miller [7] suggested the aspects of “inno-

» «

vativeness,” “risk taking,” and “proactiveness” to explain firm level entrepre-
neurship zZe. EO. The inclusion of additional two dimensions, autonomy and
competitive aggressiveness to the existing three can be traced back to the work of
Burgelman’s [15], who talked about autonomous behavior of firms and individ-
uals while Miller’s [7] idea of “beating competitors to the punch” was captured
through the dimension competitive aggressiveness. Increasingly literature on EO

has talked about these five dimensions comprising this construct.

4.1. Innovativeness

Schumpeter [16] was the one who stressed on the role of innovation and hig-
hlighted its relevance in entrepreneurial process. He held that societal, technolo-
gical, and market imperfections can be overcome through increased competition
as a result of innovation. Cooper [17] stated that continuous innovation alters
competitive boundaries and reduces product and process life cycles. Early defi-
nitions of innovation focused on the extent to which an organization could de-
velop new technologies or practices which are currently not available in a market
Kimberly, [18].

Miller and Friesen [19] talked about two competing models of innovation,
depending on the goals and nature of organization: the conservative and the en-
trepreneurial one. While the conservative one talks about the innovative prac-
tices of organizations using it as a measure of defence, or as a measure of retalia-
tion. Firms adopting this approach normally innovate in the midst of difficult
environment or competitive situations in an attempt to regain their original
market position. In contrast, the entrepreneurial model is practiced in firms
which consistently and aggressively pursue innovative practices that will give the
company a competitive edge. Drucker [20] mentioned, “Innovation is a specific
tool of entrepreneurs, means by which they exploit change as an opportunity for
a different business or service. It is presented as a discipline, capable of being
learned and practiced”.

Knight [21] defined innovation as “the pursuit of creative or novel solutions
to challenges confronting the firm, including the development or enhancement

of products and services, as well as new administrative techniques and technolo-
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gies for performing organizational functions.” Zahra and Bogner [22] suggested
innovation as an organizational asset that helps in providing wider range of
strategic choices to them in their pursuit of enhanced performance. Zahra [23]
defined innovation to be “creating new business through market developments
or by undertaking product, process, technological and administrative innova-
tions”.

Presence or absence of innovation plays key role in entrepreneurship as
people or organizations work in cultures that either encourage or inhibit expe-
rimentation to overcome the existing problems and this is the key factor, which
indicates the innovativeness aspect of EO. National cultures that are more open
to experimentation are more likely to experience development of new ideas in

relation to other countries.

4.2. Risk-Taking

The influence of risk taking behavior on the actions of entrepreneurs was first
proposed when the idea of entrepreneurship was originally generated. Entrepre-
neurial literature since the work of Cantillon [24] highlighted risk taking as a
distinguishing factor between an entrepreneur and non-entrepreneur. Mill [25]
suggested various entrepreneurial functions as direction, control, superinten-
dence and risk bearing; he believed that inclusion of risk bearing distinguished
“entrepreneur” from “manager.” While the types of risk taken by entrepreneurs
have broadened overtime, as the term entrepreneurship has come to represent
more than only self-employed individuals, the risk taking behavior has contin-
ued to be a key element in distinguishing them from other individuals. McClel-
land [26] posited, “Practically all theorists agree that entrepreneurship involves,
by definition, taking risks of some kind”. The propensity of firm to take risk is
an important component of entrepreneurial orientation construct as risk is an
inescapable part of business.

Stinchcombe, [27], held that new firms and start-ups are compelled to take
risks in comparison to large established firms to overcome obstacles to survival
and growth. Covin and Slevin [28] described “risk taking with regard to invest-
ment decisions and strategic actions in face of uncertainty”. Antoncic and Hi-
srich [29] defined risk taking as the “possibility of loss related to quickness in
taking bold actions and committing resources in the pursuit of new opportuni-
ties”. Societies that have a culture to support the risk-taking appetite of entre-
preneurs by tolerating ambiguity and uncertainty and devote adequate resources

to somewhat risky projects are likely to reap the benefits.

4.3. Pro-Activeness

Right from the work of Penrose [30], firms’ have laid a lot of emphasis on taking
initiative to capture new opportunities. Miller and Friesen [19] referred to
pro-activeness of a firm’s decisions is determined by answering the question,

“does it shape the environment by introducing new products, technologies, ad-
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ministrative techniques, or does it merely react?” Lieberman & Montgomery
[31] acknowledged the advantage of making a first move, often labeling this as
the key criterion of pro-activeness. Naman and Slevin [32] suggested examina-
tion of the number of first mover projects in an organization. Miller and Camp
[33] investigated the benefits of being a first mover relative to other organiza-
tions who quickly followed into a newly established market and argued that or-
ganizations could still be characterized as novel, fast, and forward thinking
without being the first mover. Further, they found that the first and second firms
to enter a market are considered to be equally pioneering and had an equal like-
lihood of success in the new market. Thus, while being the first mover has great
advantages, these can still be captured by another organization that quickly fol-
lows the first mover in the market. So being first might not be of utmost impor-
tance but quick market entry and/or quick response to the actions of industry
competitors is vital to organizational success.

Penrose [30] emphasized pro-activeness provides the direction and imagi-
nation necessary to engage in opportunistic expansion. Miller’s [7] mentioned
that an entrepreneurial firm is the one that is “first to come up with proactive’
innovations”. McClelland [26] defined pro-activeness as “the ability to take in-
itiative, whenever the situation demands” and referred it as the ability of iden-
tifying future trends. Pro-activeness involves creating change, not merely an-
ticipating it Senge, [34], so it is the ability to take initiative by exhibiting goal
directed behavior. Cultures that encourage entrepreneurial initiative by sup-
porting entrepreneurial firms to go after opportunities are termed as proactive.
Proactive individuals focus on doing what they deem fit to bring to fruition
their ideas and pro-active firms take advantage by capitalizing on new oppor-

tunities.

4.4. Competitive Aggressiveness

Competitive aggressiveness requires resources and the ability from a young
venture to sustain an aggressive posture relative to market competitors may be
exceedingly difficult when resources are deficient Lumpkin & Dess [35]. Simi-
larly firms may be engaged in competitively aggressive behavior as a mean to
defend their already accumulated resource bases Lumpkin & Dess [35]. The
competitive capabilities are not inherent in an organization, but are rather de-
veloped over a period of time as a consequence of its behavior and learning
processes Zahra, Nielsen, & Bogner, [36]. Finally, the complexity and uncertain-
ty of a venture’s external environment may require its managers to initially
spend time exploring their competitive landscape to determine how venture re-
sources may effectively be employed to support an aggressive strategic posture.
The competitive aggressiveness is the culture’s acceptance to encourage entre-
preneurial firm’s to be success oriented, which they achieve by challenging
competitors. New ventures must develop intensely competitive spirit and should

have an aggressive posture for their survival and success.
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4.5. Autonomy

Bower [37] mentioned that the seeds of new ideas often start at lower levels in an
organization and this highlights the importance of autonomy to organization
members which can be found in an internal corporate venture setting. Two types
of autonomy have been identified in literature: autocratic mode and generative
mode Davis [38]. In autocratic mode the leader is entrepreneurial and leads the
firm accordingly. In contrast, the generative mode refers to entrepreneurial ac-
tion by members within the firm, in this type the organizational culture of the
firm is characterized by entrepreneurial action and this action is carried out by
lower level employees. Entrepreneurs and their firms must develop an open cul-
ture, which stimulates their independent behavior regardless of societal con-

straints.

5. Independent Nature of EO Dimensions

Lumpkin & Dess [4] argued that any of the several patterns of behavior can be
considered entrepreneurial and recommended that EO construct is multidimen-
sional with individual dimension having a unique and distinct relationship with
dependent variable. In sum, the overall conceptualization of EO construct con-
verges with respect to both the independence of dimensions and the key dimen-
sions forming an overall multidimensional firm-level EO construct. Even though
there is still no consensus regarding the most suitable attributes of the EO di-
mensions and its measurement, a multidimensional approach where the dimen-
sions vary independently is slowly becoming part of mainstream research. The
underlying rationale is that, if a firm scores high on any one dimension, this
doesn’t necessarily mean the likelihood of firm exhibiting high score on all other
dimensions. Similarly a firm may not exhibit high scores in all dimensions of EO
but it may still be considered entrepreneurial. This means that past measure-
ments about the role of EO in affecting firm performance have not been fully
representative of the individual contribution of each dimension or has either
under-represented the impact of one or more dimensions or over-represented
the impact of other dimensions Hughes & Morgan, [39]. If the dimensions can,
and do, vary independently as part of an overall EO construct, then it must be
acknowledged that the level of presence and contribution of each dimension can,
or does, in fact vary.

Miller [40] while reflecting on the progress made in the field of EO research
acknowledged the need to examine the multidimensional nature of EO Con-
struct comprising five dimensions where they may vary independently as some-
times the components or dimensions are more important for understanding en-
trepreneurial behavior of firms. George & Marino [41] while examining the di-
mensional nature of EO construct mentioned that uni-dimensionality may suffer
from aggregation effects that a multidimensional view may avoid and
uni-dimensional view may not capture how the different dimensions relate to

performance outcomes.
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6. Conclusions

This article explores the integration of strategy and entrepreneurship streams
and focuses on the emergence of Strategic Entrepreneurship/Entrepreneurial
Orientation (EO) construct. EO integrates the concept of strategic management
and entrepreneurship and the effective combination of various dimensions of
EO which make a firm entrepreneurial and leads to competitive advantage. This
study strongly favors the inclusion of all five dimensions of EO construct.
Hence, the discussion of this study centers toward multidimensional nature of
EO construct, where the dimensions act independently. As firms grow, founders
must delegate running of the company to professional managers, which may be
considered the same as “autonomy” component of the strategic entrepreneur-
ship theory. In the overall analysis, it can be concluded that even though the mi-
lestones of firm success outlined above are important by themselves, the out-
comes are driven by the entrepreneurial orientation dimensions. The chances of
firm level success and growth can be improved by policies that are supportive of
innovative firms in their infant stage.

Regardless of the fact that there are many diverse triggers of entrepreneurship,

understanding the role of national culture and its influence on entrepreneurial

Culture

Power Distance
Uncertainty avoidance
Individualism
Masculinity
Achievement

Entrepreneurial Orientation
e Innovativeness

e Risk-Taking

e Pro-activeness

e Competitive Aggressiveness
e Autonomy

v

Firm Growth

Figure 1. Proposed model.
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activities is important. Hayton et al. [42] underline the relevance and influence
of national culture on entrepreneurship which has both practical and theoretical
values. The phenomenon of entrepreneurship seems to be more compatible with
some cultures than others and in the light of this, the present study proposes the
following model (Figure 1).

Studies show most new firms do not survive as independent units beyond
their few initial years, and only a handful of them achieve significant growth.
Acknowledging the role of culture in the relationship of EO and growth, it is
widely believed that cultural background hinders or stimulates entrepreneurial
initiatives. This study has suggested a template to study how the national culture
and specific aspects of entrepreneurial behavior interact and influence firm. The

future studies can build on this template and examine this issue empirically.
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