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RESUMO

Orientacao Empreendedora (OE) e Tomada de Decisao Estratégica (TDE)
tém sido estudadas em diferentes cenarios. No entanto, nao ha pesquisa
suficiente que combine ambos os temas e estude as maneiras como empre-
sarios tomam decisOes estratégicas nas fases iniciais do ciclo de vida orga-
nizacional. O objetivo desta pesquisa foi, portanto, examinar os efeitos dos
fatores associados com o tomador de decisao que influenciam OE e desem-
penho para duas categorias de empresas. Os resultados foram obtidos de
dados empiricos a partir de duas amostras independentes de empresas em
diferentes fases do ciclo de vida organizacional: fase de arranque (n = 133)
e fase de crescimento (n = 173). Os resultados mostram que as variaveis de
controle e SDM tém efeitos diferentes nos dois exemplos. No entanto, para
ambas as amostras, nao existe relagao significativa entre OE e desempenho.
O artigo conclui com uma discussao sobre os resultados e sugestoes para
futuras pesquisas.
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ABSTRACT

Entrepreneurial Orientation (EO) and Strategic Decision Making (SDM) have
been studied in a wide variety of settings. However, there is not enough research
available that combines both topics and studies the ways in which entrepreneurs
make strategic decisions in early stages of organizational life cycle.The purpose
of this research was therefore to examine the effects of the factors associated
with the decision maker influencing EO and performance for two categories of
firms.The results were achieved by using empirical data from two independent
samples of firms in different stages of organizational life cycle: start-up stage
(n=133) and growth stage (n=173). The results show that SDM and control
variables have different effects in the two samples; however, for both samples
there is significant relation between EO and performance.The paper concludes
with a discussion about the results and suggestions for future research.
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INTRODUCTION

Research on Entrepreneural Orientation
(EO) began around 30 years ago with the
original ideas of Miller (1983), although he
never used the term EQO in his initial study
(MILLER, 201 1). The EO phenomenon has
become a main topic in literature about
entrepreneurship during the latest decades
(COVIN;WALES, 2012). EO has been con-
ceived as a decision-making prone to favor
the firm’s activity. The interest in EO can
be found in the results of various studies
that propose EO as the predictive variable
of firm performance (RAUCH;WIKLUND;
LUMPKIN et al., 2009).

Certainly, a wide research on EO has
been produced in which analysis on EO de-
terminant factors abounds, as well as their
consequences on performance. For exam-
ple, there are studies that examine the
EO’s precursors, some explore the direc-

tor’s or founder’s psychology (POON; Al-
NUDDIN; JUNIT, 2006; SIMSEK; HEAVEY;
VEIGA, 2010), others examine the context
and organizational influences (COVIN; SLE-
VIN, 1990; LUMPKIN, DESS, 2001; COVIN;
GREEN; SLEVIN, 2006; GREEN; COVIN;
SLEVIN, 2008) and the relationship of the
EO with the firm’s resources and capabili-
ties (DESS; LUMPKIN; COVIN, 1997). The
great mayority of studies research the im-
plications of EO on performance, whether
directly under different environments and
strategies, or moderated by other condi-
tions (RICHARD; BARNETT; DWYET et
al., 2004; WIKLUND; SHEPHERD, 2003,
2005).

Despite the remarkable attention that
EO has received and the conceptual and
empiric progress that has been achieved in
several research documents, there is still
major debate about its conceptualization
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(BASSO; FAYOLLE; BOUCHARD, 2009),
measurement (COVIN; WALES, 2012), and
even about the precursors and consequen-
ces of the EO (MILLER, 201 1). In the inte-
rest of making progress in the study of EQ,
this research incorporates a new variable,
this being the Strategic Decision Making
(SDM) style adopted by the entrepreneur,
since by identifying the way in which the
entrepreneur conceptualizes his firm and
makes decisions, more knowledge on the
EO’s nature could be gained and, accordin-
gly, the firm’s performance. This gains gre-
ater importance if the organizational life
cycle is considered as well, due to the fact
that firm’s main problems change during
the different stages, as well as the challen-
ges faced by the entrepreneurs (BONN;
PETTIGREW, 2009).

Based on the former facts, the purpo-
se of this research is to know to what ex-
tent specific factors of the SDM influence
in the EO and how the EO influences the
firm’s performance, taking into account
the organizational life cycle. More specifi-
cally, the research question pursued in this
study is: To what extent does the SDM in-
fluence the EO and how the EO influences
the firm’s perfomance when it is found in
a specific stage of the organizational life
cycle? The research question is examined
with empirical data from two independent
samples, one for firms in a start-up stage
and the other for firms in a growth stage.
Thereby, this study makes three important
contributions. In the first place, it proposes
the SDM style as a precursory variable of
the EO and the firm’s performance as con-
sequence of the EO (COVIN; LUMPKIN,
201 1). Secondly, it considers the organiza-
tional life cycle as a factor that influences
decision making, as well as in the EO and

in the firm’s performance (BONN; PETTI-
GREWY, 2009). Thirdly, the multitheoretic
approach posed in the research (SDM, EO
and organizational life cycle) offers a bet-
ter explanation of the firm’s performance
(MILLER, 201 1).

In the next section of this article a stu-
dy of the literature related to this topic
is presented, then, the methodology used
for it is developed. After that, the results
of the study are presented, and finally, an
argumentation and conclusions section is
presented, in which suggestions for future
research are included.

LITERATURE REVIEW
Strategic decision making

SDM has been a subject of study from
different academic disciplines. Schwenk
(1995) mentions that some reseach pro-
jects have focused on its contents and
have identified a decision making process.
Other works have focused on environmen-
tal or organizational factors that influence
in the SDM processs (RAJAGOPALAN;
RASHEED; DATTA, 1993).

In the initial stages of a firm’s develop-
ment, entrepreneurs are a special group of
decision makers, since they have the grea-
test responsibility within the organization.
This increases the importance of cogniti-
ve factors that intervene in the entrepre-
neur’s decision making.As a matter of fact,
previous studies have already highlighted
the cognitive differences between entre-
preneurs and executives regarding the way
in which they process information and
take their decisions (BUSENITZ; BARNEY,
1997; TAN, 2001; FORBES, 2005).

The fundamental nature of competition
in many of the world’s industries is chan-
ging. Conventional sources of competitive
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advantage such as economies of scale and
huge advertising budgets are not as effec-
tive as they once were in terms of helping
firms earn above-average returns. Moreo-
ver, the traditional managerial mind-set is
unlikely to lead a firm to strategic competi-
tiveness. Managers must adopt a new mind-
set that values flexibility, speed, innovation,
integration, and the challenges that evolve
from constantly changing conditions (KU-
RATKO; AUDRETSCH, 2009; MCNAMA-
RA;VAALER; DEVERS, 2003).

In general, strategic decisions undertake
the firm’s resources to reach posed objec-
tives. According to Noorderhaven (1995),
strategic decisions share four essential cha-
racteristics which are interlinked and that
are key in this research.The first of them is
complexity.When a situation is simple, that
is, it consists of a limited number of varia-
bles, the strategic decision making process
becomes trivial. Campbell (1988) mentions
that a decision’s complexity is found in the
multiple trayectories that can be followed
to reach a result; or various results can be
reached, considering that interdependence
exists among the factors that lead to those
results. The second characteristic mentio-
ned by Noorderhaven (1995) is uncertain-
ty. The decision-maker does not know the
posible results due to the multiple existing
alternatives. This means that the informa-
tion asymmetry influences on decision
making given the uncertainty generated by
not having the necessary information at
the right moment.

The third characteristic is rationality.
The decision maker analyzes the advan-
tages of all the possible trayectories that
allow him to reach the specific objectives
previously established. It is expected that
this person has an extensive knowledge

about the relevant matters involved in the
situation, as well as resources and capabi-
lities which allow him to identify the op-
tion with the greatest value in his prefe-
rence scale. The fourth and last characte-
ristic mentioned by Noorderhaven (1995)
is control. “Without control, any pattern
observable in a stream of decisions or
actions at the level of an organization is
the involuntary outcome of an interplay of
causal forces rather than the intentional
result of deliberate actions of individuals”
(NOORDERHAVEN, 1955, p. 22).

These four characteristics describe a ge-
neral framework in which the SDM takes
place and identifies cognitive factors that
sustain the decision making style. The cog-
nitive representations developed by the en-
trepreneur act as a trigger for the decision
of acting entrepreneurally or conservati-
vely and the outcomes of these decisions.

Entrepreneurial orientation

The concept of EO has been found in
literature about strategy and entrepre-
neurship as a construct which helps cha-
racterize the entrepreneurial behavior in
an organization (BASSO; FAYOLLE; BOU-
CHARD, 2009; COVIN; LUMPKIN, 201 ).
Miller (1983, p. 771) mentioned that “An
entrepreneurial firm is one that engages in
product market innovation, undertakes so-
mewhat risky ventures, and is first to come
up with proactive innovations, beating
competitors to the punch”. For Stevenson
and Jarillo (1990), a firm has an entrepre-
neurial behavior if its actions and proces-
ses are oriented towards the recognition
and exploitation of business opportunities.
From a more general focus, EO refers to
the tendencies, processes, and behaviors
that lead a firm to enter new or already
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established markets, with new or already
existent products (LUMPKIN; DESS, 1996).

Research on EO has found evidence that
leads to presume that the firms that adopt
a greater EO have a better performance
(RAUCH; WIKLUND; LUMPKIN et al.,
2009; GEORGE; MARINGO, 2011). Howe-
ver, Covin and Lumpkin (2011) mentions
that the results are not conclusive yet and,
although the differences in results may be
attributed to different research designs, the
differences reflect the fact that sometimes
EO does not contribute to improve the
firm’s performance. Now, the strength of
this relation depends on the internal and
external characteristics to the organiza-
tion, wherefore the EO-firm performance
relation is more complex than a simple di-
rect relation (MILLER, 201 1).

Miller (1983) conceives the EO as a thre-
e-dimentioned construct — innovativeness,
risk taking, and proactiveness. Lumpkin and
Dess (1996) describe the EO as a strategic
process at an organizational level and add
two dimensions to the ones already indi-
cated by Miller: competitive aggressiveness
and autonomy. Nonetheless, most of the
studies have adopted Miller’s (1983) three
sub-dimensions to become acquainted a
firm’s entrepreneurial behavior (RAUCH;
WIKLUND; LUMPKIN et al., 2009; CO-
VIN; WALES, 2012). Innovativeness is the
firm’s proneness to support and encourage
ideas and creative processes that lead to
the development of new products and ser-
vices. Risk taking reflects the firm’s tenden-
cy to undertake projects in which profits
are uncertain and proactiveness refers to
taking the initiative of pursuing new busi-
ness opportunities in emerging markets.

In contrast to firms adopting an EQO,
there are firms that adopt a more conser-

vative orientation, which do not tolerate
risks, are less innovative and passive in de-
veloping new markets and business oppor-
tunities (MILLER; FRIESEN, 1982). A firm’s
behavior can be classified along a conti-
nuum ranging from highly conservative to
highly entrepreneurial and a firm’s position
in this continuum describes its EO (LUM-
PKIN; DESS, 1996).

Although EO favors a better performan-
ce for the firm, it is necessary for it to be
directed approprietly within the organiza-
tion, which implies seizing opportunities
through the firm’s resources and capabili-
ties (COVIN; GREEN; SLEVIN, 2006). Hen-
ce, the managers must adopt a management
style which privileges flexibility, speed, in-
novation, integration, as well as the cons-
tant challenges that emanate from changing
conditions (KURATKO; IRELAND; COVIN
et al., 2005).

Organizational life cycle models

A central matter in the different organi-
zational life cycle models is that the firm’s
prevalent problems change throughout
the different stages, just as the challenges
faced by the management. Smith, Mitchell
and Summer (1985) mention that technical
efficiency increases during the last stages,
while organizational coordination decrea-
ses. Quinn and Cameron (1983) found that
in the initial stage of their model, flexibility,
innovation and growth were prority, whe-
reas in more advanced stages, control, sta-
bility and efficiency were the priority. In Ka-
zanjian’s (1988) study, it is mentioned that
in organizations in the start-up stage, the
priority is product or technology develop-
ment and earning resources, whilst during
the growth stage the priority is the internal
efficiencies.
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As the firm grows and broadens its ran-
ge of products and services it faces a more
heterogeneous and hostile environment
every time, so that the task of managing
the organization becomes more challen-
ging. Decision making becomes more so-
phisticated and requires greater efforts to
integrate the decisions from different areas
to ensure is complementary (BONN; PET-
TIGREW, 2009).

The organizational life cycle models vary
in characteristics including the number of
stages. Some researchers suggest the thre-
e-stage model, this being: start-up, growth
and maturity (SMITH; MITCHELL; SUM-
MER, 1985). Others propose a four-stage
model, including a transition and/or decline
stage (JAWAHAR; MCLAUGHLIN, 2001).
The Bonn and Pettigrew (2009) model
consists in four stages: start-up, growth,
mature and decline. The start-up stage is
the period in which the new firm attempts
to become a viable entity. The firm is small
and the owner is generally one person.The
decision making is generally intuitive more
than analytic with detailed analysis and me-
thodic considerations.

The firm in the growth stage is prone
to actively seek new investment opportu-
nities and to enlarge the number of em-
ployees and clients (JAWAHAR; MCLAU-
GHLIN, 2001). The firm’s growth makes
the management more complex, harder
and more crucial. Managers need to fo-
cus more on the long-term effect their
decisions have on organizational process,
structures and systems (SMITH; MIT-
CHELL; SUMMER, 1985).

In the maturity stage, the growth index
is slow. Firms are well established and tend
to be bigger than in any other stage. The
product line is stable and it is sold in tra-

ditional markets, so that the firm concer-
ns itself with keeping its market position.
The procedures are standard and decision
making is less proactive and more risk aver-
se compared to previous stages. Finally, in
the decline stage, the firm’s products have
no sufficient market demand any longer,
profitability decreases and its level of inno-
vation is low (MILLER; FRIESEN, 1984).

Firms that are in the start-up and growth
stages face the challenge of seizing oppor-
tunities. Nonetheless, in most occasions,
these firms lack the necessary resources
and capabilities as well as market power to
allow them to respond faster to the cir-
cumstances within their competitive en-
vironment (ALOULOU; FAYOLLE, 2005).
Also, firms often aggressively challenge
their competitors in the hopes of improving
their competitive position and, ultimately,
their performance (FERRIER, 2001). In this
sense, the entrepreneur exerts a dominant
effect on these stages of the firm and he
is capable of promoting a strong entrepre-
neurial culture, which may be transformed
into a firm’s collective behavior (MEYER;
HEPPARD, 2000). Therefore this study
proposes that the SDM done by the fou-
nder-manager in a firm in the start-up and
growth stages influences its EO and how
the EO influences its performance. More
formally, and given the previous review of
literature on SDM, EO and organizational
life cycle models, this study establishes the
following hypothesis:

H1:The SDM style adopted by founder
-manager when the firm is in the start-up
and growth stages influences its EO in a
different manner.

H2:The EO adopted by a firm when it is
in the start-up and growth stages impacts
its performance in a different manner.
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METHODOLOGY
Sample and data collection

One of the challenges faced in this re-
search was having a sample of firms in the
start-up stage and another one in the grow-
th stage as similar as posible to be able to
compare them. It was not possible to de-
limit both samples in a particular industry,
since having a sample size that would allow
for a robust statistical analysis was not
going to be achieved. The data collection
took place during 2011 and a part of 2012
generating two independent samples.

For the firms in start-up sample, the se-
lection criteria were the following: (1) to
have initiated commercial operations be-
tween 3 to 5 years previous to the per-
formance of this study.This timeframe is in
accordance with Deakins (1999) study —a
methodological approach also used by the
Global Entrepreneurship Monitor (GEM)
projects to define early-stage entrepreneu-
rial activity. (2) To have up to 30 staff mem-
bers — a standard for small firms defined by
Mexico’s Secretaria de Economia. (3) To be
a firm in the manufacturing industry. Based
on these criteria, an initial sample of 943
new firms was achieved by using the Siste-
ma de Informacién Empresarial Mexicano.

The second sample focused on firms in
the growth stage and the selection crite-
ria were the following: (1) To have achie-
ved between 5 to 20 years operating in the
market. This time frame is considered due
to fact that generally the firm has stability
and is searching for growth opportunities
(MILLER; LE BRETON-MILLER, 2005). (2)
To have between 31 and 100 employees —a
standard for the medium-size firm defined
by Mexico’s Secretaria de Economia. (3) To
be a firm in the manufacturing industry. Ba-
sed on these criteria, an initial sample of

1285 firms was achieved by using the Sis-
tema de Informacién Empresarial Mexicano.

As the purpose of this research was to
explore relationships between variables,
the survey method was used to collect in-
formation.A questionnaire was developed
whose external validity was resolved with
pilot tests performed with entrepreneurs
from firms in the start-up and growth sta-
ges. Doubts, confusion and writing issues
in the questionnaire allowed it to be cor-
rected. The definite questionnaires were
sent eletronically between May 2011 and
March 2012.

Questionnaires were addressed to fir-
ms’ founder managers with a letter explai-
ning the purpose of the study. In the case of
the sample of firms in the start-up stage, a
total of 133 questionnaires were obtained
(14.1% reponse rate) and for the sample
of firms in the growth stage a total of 173
questionnaires wer obtained (13.4% res-
ponse rate). Response rates are low; ne-
vertheless, this is common in this kind of
studies. Given the samples’ sizes, concern
arises about the results’statistical genera-
lization. Hence, the ANOVA test was per-
formed to examine posible non-response
bias, as suggested by Armstrong and Over-
ton (1977).The results revealed that there
was no evidence of systematic hon-respon-
se bias for either sample.

Measurements

Strategic decision making. The first
variable in this study was the SDM style
adopted by the founder-manager. This study
followed the Noorderhaven (1995) proposal
with the four cognitive factors which define
the decision making style: complexity, un-
certainty, rationality,and control. Eight items
were generated to measure the degree of
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influence the cognitive factors hold in the
decision making style, so the 7-point Likert
scale was used to evaluate the 4 constructs.
The Cronbach’s a for the SDM scale was
found to be above the 0.80 threshold for
both samples (start-ups sample,a = 0.81 and
growth firms sample, a = 0.84).
Entrepreneurial orientation. The
second variable in this study was the EO.
The Miller/Covin & Slevin (1989) scale
was used, which contains the constructs
that measure the 7-point Likert scale, a
firm’s tendency towards innovativeness,
risk taking and proactiveness. The average
of the nine items evaluated the intensity of
the EO, so that bigger the average was, it in-
dicated that the firm had a more entrepre-
neurial strategic stance. Cronbach’s a for
the EO scale was was found to be above
0.80 for both samples (start-ups simple, a
= 0.82 and growth firms sample, a = 0.85).
Firm performance. A frequent pro-
blem the research faces when evaluating
firms’ performances in their initial develo-
pment stages is the lack of financial infor-
mation. In the face of the absence of this
information, some researchers (BRUSH;
VANDERWERF,  1992; CHANDLER;
HANKS, 1993; WIKLUND; SHEPHERD,
2005) suggest evaluating the firm’s perfor-
mance in comparison with its main com-
petitors’ performance. Based on this pro-
posal, the 5-item development evaluation
scale was used, in which an internal effi-
ciency and a sales’ performance is consi-
dered (LICHTENTHALER, 2009; PARIDA;
WESTERBERG; YLINENPAA et al., 2010).
The 5 items were measured in a 7-point
Likert scale where 4 points indicated a
performance similar to its competitors’.
The Cronbach’s a for the firm performan-
ce scale was also here found to be above

0.80 for both samples (start-ups sample, a
= 0.82 and growth firms sample,a = 0.83).

Control variables. Literature shows
that the environmental conditions such as
hostility and dynamism influence in the fir-
ms’ performance (LUMPKIN; DESS, 2001;
MILES; COVIN; HEELEY, 2000; WIKLUND;
SHEPHERD, 2003), therefore, these factors
were controlled during the analysis. In or-
der to measure the hostility, an average of
the three items was used in a 7-point se-
mantic differential scale developed by Co-
vin and Slevin (1990).The bigger the index,
the more hostile the firm’s environment
was. The coefficient alpha was acceptable
in both samples (start-ups sample,a = 0.83
and growth firms sample,a = 0.86).The en-
vironmental dynamism was measured by
the three items that integrate the 7-point
semantic differential scale by Miller and
Friesen (1982). The bigger the average of
the three items, the greater the firm’s en-
vironmental dynamism was. The coefficient
alpha was aceptable in both samples as well
(start-ups sample, a = 0.80 and growth fir-
ms sample,a = 0.82).

Data analysis

The information analysis followed two
stages. During the first stage a confirma-
tory factorial analysis was performed to
determine if the EO’s dimensions, SDM’s
dimensions, and the performance repre-
sented different constructs. Initial results
suggested that it was not necessary to re-
move any item from the scale to improve
the model fit in both samples. The model
fit was assessed using c?/df, Goodness-of-
Fit Index (GFl) (JORESKOG; SORBOM,
1996), and the Comparative Fit Index (CFl)
(BENTLER, 1992). The threshold for c*/df
should be less than three or less than two
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in a more restrictive sense (PREMKUMAR;
KING, 1994). The values of GFl and CFl
should be above 0.90 (JORESKOG; SOR-
BOM, 1996).

The measurement of the model resulted
in a good fit for start-ups sample (c?/df = 2.53,
GFl = 920, CFl = 0.941) and growth firms
sample (c’/df = 2.88, GFI = .890,CFI = 0.911).
All the factor loadings are in acceptable ran-
ges and significant at p = 0.001, ranging from
0.62 to 0.82 indicating convergent validity in
both samples (ANDERSON; GERBIN, 1988).
The average variance obtained for the mea-
surement of EO was 0.63 in start-ups sample
and 0.70 in growth firms’ sample, which is sli-
ghtly higher than the threshold suggested by
Bagozzi andYi (1988).

In relation to strategic making decision,
the model resulted in a good fit for both
samples too (start-ups sample, c?/df = 2.94,
GFl = 0.95, CFl = 0.97 and growth firms
sample, c?/df = 2.78, GFl = 0.90, CFl = 0.92).
All the factor loadings were significant at
p = 0.001 with a range between 0.62 and
0.81 in both samples. Regarding the mea-
surement of firm’s performance, the model
resulted in a good fit for start-ups sample
(c*/df = 2.93, GFI = .901, CFl = 0.920) and
growth firms’ sample (c?/df = 2.77, GFl =
.940, CFl = 0.921). All the factor loadings

are in acceptable ranges and significant at
p = 0.001, ranging from 0.69 to 0.84 indi-
cating convergent validity in both samples
(ANDERSON; GERBIN, 1988).

The second stage in the analysis of infor-
mation was to test the hypotheses using the
correlation analysis and multiple regression
analysis for each sample to determine how
specific factors in SDM influence EO and
how the EO influences the firm’s perfor-
mance.The multiple regression analysis had
two models. The first one was processed
with the EO as a dependent variable and
the second one was processed with firm’s
performance as a dependent variable.

RESULTS

In the place, Pearson’s correlations
among complexity, uncertainty, rationality,
control, EQ, firm performance and the con-
trol variables were calculated (see TABLE
). Correlations in the sample of firms in the
start-up stage were positive and statistically
significant among EO, complexity and uncer-
tainty. Furthermore, a dynamic environment
was linked to a greater EO, which has been
discussed in previous studies (WIKLUND;
SHEPHERD, 2003, 2005). Regarding firm
performance, complexity and EO were re-
lated to start-ups’ performance.

TABLE 1 — Correlation matrix and descriptives of the start-up sample

Variables Mean SD 1 2 3 4 5 6 7 8
1 Hostility 3,57 1,93 1
2 Dynamism 4.1 1,18 0,05** 1
3 | Complexity 4,23 0,88 -0,01 -0,05 1
4 | Uncertainty 393 | 041 | 0,10 | 0,14* 0,06 1
5 | Rationality 3,10 1,55 | 0,14** | 0,09** -0,10 -0,01 1
6 | Control 3,58 1,25 0,03 0,01 -0,03 0,07** 0,05 1
7 E:;;';Z;?o”ne“”a' 411 | 115 | 004 | 018" | 021* | 025" | 0,03 | -0,02 1
8 | Firm performance 4,88 | 0,93 0,03 0,02 0,24** 0,05 0,03 -0,01 0,22*** 1

*p < 0,10; **p < 0,05; ***p < 0,01
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For the growth firm sample, the corre-
lation matrix reveals more significant cor-
relation results. For EO there are positive
and significant correlations to complexity,
uncertainty and rationality. The control dy-
namism is also positive and significant. For
firm performance, uncertainty and rationa-
lity had a positive and significant relation
to firm performance. Additionally, there is
a strong link with EO and dynamism (see
TABLE 2).

The following analysis was the multiple
regression analysis to prove the hypothe-
sis. We primarily wanted to investigate the
effects of SDM on start-ups and growth
firms’ EO, and the effects of EO on star-
t-ups and growth firm’s performance. The
results for the start-ups sample, shown in
Table 3, shows that the control factor has a
negative effect on the firm’s EO (b = 0.18,
p < 0.10). On the other hand, the only fac-
tor that exerts a light positive influence on
the EO is uncertainty (b = 0.11, p < 0.05).
Regarding the control variables, dynamism
exterts a positive influence on the EO (b
= 0.25, p < 0.05), which may indicate that
a dynamic environment triggers a more
entrepreneurial behavior in the firm. The
explained variance for the first regression
(EO as independent variable) is appropiate
(about 21%).

In regards to firm performance, EO was

the most influential variable on the per-
formance (b = 0.25, p < 0.01), which may
indicate that innovation, proactiveness ans
risk-taking are important features in a star-
t-up firm. Secondly, the hostility variable
was found as posing a negative influence
(b = 0.17, p < 0.05), which indicates that a
competitive and agressive environment af-
fects the firm’s perfomance. The explained
variance for the second regression (firm
performance as independent variable) ex-
plains only about 18% of the variation in
performance.

Regarding the sample made up of firms
in the growth stage, the results can be no-
ted in Table 4. Within the factors interve-
ning in decision making, rationality was the
one exerting the greatest influence on the
firm’s EO (b = 0.24,p < 0.10) and in second
place, complexity was found (b = 0.19,p <
0.05). On the other hand, the two control
variables exert a positive influence on the
EO (Hostility,b = 0.17,p < 0.10; Dynamism,
b =0.15,p <0.10). The explained variance
for the first regression (EO as independent
variable) is appropiate (about 17%).

Rergarding the firm’s performance, EO
was the variable with the greatest influen-
ce on performance (b = 0.26,p < 0.01).In
regards to control variables, hostility and
dynamism variables, they exerted a nega-
tive influence on the firm’s performance

TABLE 2 - Correlation matrix and descriptives of the growth firms sample

Variables Mean SD 1 2 3 4 5 6 7 8
1 | Hostility 388 | 2,01 1
2 | Dynamism 4,45 | 0,98 -0,04 1
3 | Complexity 457 | 1,01 | 005 | 0,01 1
4 | Uncertainty 402 | 077 | 007" | 010" | 011* 1
5 | Rationality 355 | 1,16 | 001 | -012* | 005 | 002 1
6 | Control 311 | 1,76 | 003 | 003 | 007 | 004 | 0,01 1
7 | Entrepreneurial 436 | 088 | 003 | 021 | 023 | 027 | 021 | o007 1
orientation
8 | Firm performance | 4,73 | 095 | 001 | 022 | 010® | 023" | 028" | 003~ | 024 | 1

*p <0,10; **p < 0,05; ***p < 0,01
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TABLE 3 - Regression analysis of start-ups sample

Dependent variables
Entrepreneurial orientation Firm performance

Control and independent variables
Hostility
Dynamism
Complexity
Uncertainty
Rationality
Control

Entrepreneurial orientation

Model summary
F-ratio
RZ
R? adjusted
Standart error of the
estimate
Significance

0,080 -0,173**
0,247** -0,115
0,055
0,113**
0,045
-0,179*
0,248
5,377 3,221
0,249 0,193
0,213 0,184
1,031 0,601
< 0,001 < 0,05

*p <0,10; **p < 0,05; ***p < 0,01

TABLE 4 — Regression analysis of growth firms sample

Entrepreneurial orientation

Dependent variables
Firm performance

Control and independent variables
Hostility
Dynamism
Complexity
Uncertainty
Rationality
Control
Entrepreneurial orientation

Model summary
F-ratio
RZ
R?adjusted
Standart error of the estimate
Significance

0,169* -0,224*
0,147+ -0,203*
0,193**
-0,09*
0,244
-0,02*
0,258***
6,023 7,441
0,198 0,235
0,173 0,221
1,011 0,455
< 0,001 < 0,001

*p < 0,10; **p < 0,05; ***p < 0,01

(Hostility, b = 0.22, p < 0.10; Dynamism,
b =0.20, p < 0.10).The explained variance
for the second regression (firm performan-
ce as independent variable) explains about
22% of the variation in performance.

The former results highlight that the
factors intervening in decision making are
different when the firm is in the start-up
and the growth stage.The firms in the start
-up stage are slightly more entrepreneurial
than firms in the growth stage. With this,

the hypothesis | (HI) posed in this rese-
arch is proved. Regarding hypothesis 2, EO
has a better impact on firm’s performance
when it is in the growth stage. With this,
hypothesis 2 (H2) is proved.

DISCUSSION AND
CONCLUSIONS

The general objective of this research
was to examine the influence the SDM
style may have on the firms’ EO and how
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the EO influences the firm’s performance
in different stages of the organizational
life cycle, specifically in the start-up and
growth stages. We want to talk arou-
nd four subjects that emerge from the
results: (1) the influence dynamism and
control exert on EO during the start-up
stage, (2) the negative influence hostility
wields on the performance of a start-up
firm, (3) the influence of rationality, com-
plexity and hostility on a firm’s EO during
its growth stage, and (4) the link between
EO and firm’s performance found in both
samples.

Regarding the first subject, control
exerts a negative influence on the firm’s
EO during the start-up stage.The result
may lead the suppose that when a firm is
in the start-up stage of its organizational
life cycle, exerting control over internal
and external conditions decreases its EO.
In other words, the entrepreneur wants
his decisions or actions to lead to con-
crete results. However, the entrepreneur
may be exerting excessive control, which
may decrease the posibility of seizing other
opportunities. The control variable (dyna-
mism) has a positive influence on the EQ,
which means that the changing conditions
of the environment promote the firm to be
more sensitive to an entrepreneurial beha-
vior. These results may suggest that the
entrepreneur’s decision making style will
be of greater control when the conditions
of the environment are more dynamic. In
addition to this, it can be noted that the
variable uncertainty exerts a light influence
on the firm’s EO, as shown in the results.
This decision making may be characteristic
in a firm in the start-up stage, since it is
still more intuitive than analytical (MILLER;
FRIESEN, 1984).

About the second subject, it is important
to mention the negative influence a hosti-
le environment wields on the performance
of a start-up. The results do not identify a
characteristic element of decision making
as influential on a firm’s performance, the
same way it shows on a hostile environ-
ment. This result may indicate that under
certain circumstances of competitiveness,
the environment’s hostility can be more re-
presentatitve than any variable in the deci-
sion making style.The only variable in deci-
sion making that displays traits of negative
influence is uncertainty. This result shows
the external reliance a new firm has, which
is probably due to a lack of sufficient re-
sources that allow it to lower the environ-
ment’s uncertainty and achive acceptance
of its products and services (JAWAHAR;
MCLAUGHLIN, 2001).

The third subject addresses firms that
are in the growth stage. Regarding the
elements that distinguish the decision
making in this stage, both, rationality
and complexity affect the firm’s EO po-
sitively. It is important to highlight that
rationality is the element with the big-
gest influence on the EO and the perfor-
mance. This is indicates that firms, when
in 2 more advanced development stage,
become more analytical in their decision
making. Managers need to think about
the long-term effects of their decisions
on organisational processes, structures
and systems because the organization is
moving for a greater level of scrutiny. On
the other hand, when the entrepreneur
faces a complex decision making, that
is, when the possible outcome or con-
sequence is not as evident, then he may
be more rational. The results show that
this combination does not inhibit the
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firm’s EO or its performance, but, on the
contrary, it promotes them. This means
that we are facing a type of firm that is
actively seeking new investment oppor-
tunities and to increase its staff, clients
and geographical contacts (JAWAHAR;
MCLAUGHLIN, 2001).

Finally, the relationship between EO
and performance in both samples highli-
ghts once more that a firm that adopts an
entrepreneurial stance achieves a better
performance (RAUCH; WIKLUND; LUM-
PKIN et al., 2009). This may indicate that
firms, either in start-up or growth stage,
that adopt an entrepreneurial strategy are
able to differentiate themselves from other
firms through risk-taking and proactive
actions, and by developing innovative pro-
ducts leading to a competitive advantage.
Thus, having an entrepreneurial posture
represents a path for start-ups and growth
firm’s competitiveness.

The results shown in this study genera-
te possibilites for future research. One of
them may generate a more homogeneous
sample. For this study only manufacturing
firms were considered, but it would be
intreresting to find our how these varia-
bles behave in a particular industry, among
them, the high-tech industry. This charac-
teristic may show a different behavior of
the variables in decision making. Moreover,
a future research could consider a control
variable on the number of staff members,
in such way that whether this element in-
fluences in the EO or not, may be known.
The firm’s agility can be distressed by the
number of staff members, thus substracting
the ability to adapt to a more changing en-
vironment; in other words, in can be a ne-
gative influence in its dynamic capabilities
(EISENHARDT; MARTIN, 2000). It could

be assumed that this behavior would re-
main the more advanced the firm is in its
development stages, but for this, it would
be worth to compare at least two stages of
firms’ development.

While the results of this paper help
to better understand the SDM and its
impact in the firm’s EO and subsequent
performance, it is important to consider
the results under certain limitations. The
first one is that the samples of firms did
not belong to the same firm. It would be
interesting to know the evolution in stra-
tegic thinking of the same firm, although
this would demand a long-term research.
On the other hand, the acquired informa-
tion on the firm’s development was obtai-
ned through qualitative and comparative
assesssments on the entrepreneur’s side.
Although this way of obtaining informa-
tion on the firm’s performance has proven
to be reliable, it is important to count on
other type of information.

The results shown in this study de-
monstrate the importance of the entre-
preneur’s decision making and how it
influences in the firm’s fate from the de-
velopment stage the firm is in. The com-
bination of several elements leads the
entrepreneur to make decisions under
conditions of uncertainty and incomple-
te information. This makes the heuristic a
useful tool for decision making, since it can
be conceived as a simplification strategy
or rule that helps to deal with complex
decisions (BAZERMAN; MOORE, 2009).
Ultimately, decision making is different in
every stage of the firm’s development and
in influences on its EO and performance,
so it demands the use of resources and
different capacities to deal with the chal-
lenges it faces.
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