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CHAPTER 3

LITERATURE REVIEW: BACKGROUND AND DEFINITION

3.0 Overview of Chapter 3

The main purpose of this first part of literature revigw ter 1s to develop

g tl e La round and

definitions. The first section outlines the bz@n nd_ Jdgft _kﬁ@ns of

entrepreneurship. The second section presents tl?hck \

corporate entrepreneurship tollowed by the wte en

The dimensions of corporate entlep 1eu

orientation and corporate venturing a‘%ussﬁl In thl@nd fourth section. The
o

re. & sixth section discusses

fifth section discusses the orga% 1al‘ uc %
. l
dynamism and the hostile en ent. b ﬁ_j;}l pgl of this study discusses tfirm

clear understanding of the variables under study by dise

1d mtlons of

=
ne Ip dimensions.

..g?

performance.
arfd) efinition

3.1 Entrepreneurs@a gropng
S

k
The entrep% hip g n ;mal@el Is considered as an important driver of

economic g,ro ob creation, and\\ﬁovatlon (OECD, 2008). However, there is

minimal ¢ %\ls on the definition of the term entrepreneurship even though it has

been Qr decades. There are at least seven perspectives on the nature of

entrepreneurship including creation ot wealth, creation of new venture or enterprise,
creation of innovation, creation of change, creation of employment, creation of value,
and creation of growth (Morris, 1998; Morris et al., 2008). Most of the researchers use

the definition given by Stevenson and Jarrillo-Mossi (1986:10) that define
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entrepreneurship as a process of creating value by bringing together a unique package
of resources to exploit an opportunity. According to Morris et al. (2008), this

definition is widely accepted as it captures all the core keywords of entrepre{i iurship

literatures. c\

The entrepreneurship or entrepreneurial activities are not oﬂlkssential In

start-up firms but also within established firms regardless of theiy sizean age (Kraus

N

et al., 2011). The differences between entrepreneurship ig stq@=®ps and large and

Tabl%

@
ums Have il"i] v{;ks 1N

* m‘sj;vners are

an@umes most ot

% lg\@pecially in doing

established firms (corporate entrepreneurship) are sho mong the

differences are although both start-ups and establishée

N
t(@ large firms that are

NI |
Uc cy.@pite the difficulty of being

es such as finance. R & D.

subjected to many rules, procedurixl!a %
flexible, the large firms hav% a
facilities, an established c@r bade,

et al., 2008).

The terms % |

established fir lude corporate @épreneurship (Burgelman, 1983: Zahra, 1993).

i/

\

entreprenciiaew orientation  (Lumpkin - & Dess, 1996; Wiklund, 1999), or

intrap@ﬁp (Antoncic & Hisrich, 2001, 2004). Since this research 1s conducted

among the large firms in Malaysia, the term corporate entrepreneurship will be used

throughout the study. The primary aim ot corporate entrepreneurship 1s to improve the

firm’s profitability and growth by creating competitive advantage (Zahra & Covin.

1995: Zahra & Garvis, 2000).
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Table 3-1: Major Differences between Corporate and Start-Up Entrepreneurship

Start-Up Entrepreneurship Corporate Entrepreneurship

Entrepreneur takes the risk. Company assumes the risks, other than career-
related risks.

Entrepreneur “owns” the concept | Company owns the concept, and typicydly the
and business. | intellectual rights surrounding the
Entrepreneur owns all or much of the | Entrepreneur may have no in the
business. company, or a very small perc .
Potential rewards for the | Clear limits are placed he rewards
entrepreneur  are theoretically | entrepreneurs can receive z
unlimited.
One Misstep can mean failure. More room for err

| fatlure.
Vulnerable to outside influence. More insulated fr

Independence of the entrepreneur, | Interdependencey of pl qa*nany
although the successtful entrepreneur | others; may ha 0 sh re C eqlt Gwrth any

is usually backed by a strong team. | number of peog, P ?.
Flexibility in changing course, | Rules. procT'S. aqu tucradsy’ hinder the
experimenting, or trying new | entrepregeur’ abi{st} ane%‘g".

directors. N

High speed decision-making.

Little security.

No safety yet.

Few people to talk to ouncing around ideas.

|.imited scale and scope nitially. scale and scope fairly

%es R & D, production
NG %Wlal runs. an established sales
| ané(.bstuw brand, existing distribution
.mel existing  databases,  existing
@ and market research resources, and

adl eé%ﬂllshed customer base.

4\ Source: Morris et al. (2008: 36)

of Corporate Entrepreneurship

urial activities within an existing corporation, a firm-level

phenome - corporate entrepreneurship have evolved over the last four decades in
strategic management, innovation, and strategic change literature (Kuratko, 2010;
Yang et al., 2007). The definition ot corporate entrepreneurship has varied

considerably over time, with scholars giving various definitions on the entrepreneurial

activities within existing organizations based on their observations and opinions.
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Additionally. different authors use different terms to describe entrepreneurial efforts

inside existing firms while at the same time, the same term 1s used difterently by
different authors to describe the same phenomenon (Sharma & Chrisman, 19
Among the terms used to describe entrepreneurial behaviour at t T level

are.

. intrapreneuring (Pinchot, 1985);

2. intra-corporate entrepreneurship (Cooper, 1981):

\%

InSbe

19

3. corporate entrepreneurship (Burgelman, 1983; Guth ; Hornsby

et al.. 1993; Stopford & Baden-Fuller, 1994; W

Chrisman, 1999: Antoncic & Zorn, 2004: M

Milgs, 1! 9? @Tna&

Jones & Butler, 1992);

2 innovative (Miller & Fri ;

8.  entrepreneurial strat \kl

9. firm-level entrep Kantur

& Iseri-Say, ao&

neurial orlentat@umpkm & Dess, 1996; Knight, 1997), and:

& Slevin, 1986: Covin, 1991:

10. firm’s el

1. orgay 1al entrepreneurship (Stevenson et al., 1985; Wood et al., 2000;

005; Handftield et al., 2009).

Lort

However, the terms that are often used to describe entrepreneurship at the firm
level, especially large firms, are corporate venturing, internal corporate
entrepreneurship, corporate entrepreneurship, intrapreneurship and organizational

entrepreneurship. The lists of definitions by prior researchers of these terms are
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illustrated in Appendix B (Table B-1, Table B-2, Table B-3, and Table B-4). In this

research, the term corporate entrepreneurship is used to describe the entrepreneurial

activities of established firms.

Corporate entrepreneurship activities have been mentioned 1n thecgmre as

early as in the 1970s. During this time the study focused on corpora*turing and

how to develop entrepreneurship inside existing developed o%ztions (Hanan,

1976; Hill & Hlavacek, 1972; Peterson & Berger, 1972, vo ppel, 1977). von

Hippel (1977) referred to corporate venturing as the orgaagg#tons aWo find new

@
ventures internally or externally. Corporate ventur@

k ied by
Biggadike (1979) as a means for firms to launch nigyy sinq -.

f the&duct or In

rder s be diversified,

the parent company must acquire new eq 'hsﬁ Y ex@owledge.
N
Furthermore, in the 1980s, @nﬁ:r (€1 @wd internal (or intra-
| — N
corporate) entrepreneurship as all form3 izer [
l
1

business organizations. FOI‘ITIB%] 1tern§ ‘?1_1}‘9 *Eggrial activities are those which
receive explicit organizati mcti('ns a

e commitments for the purpose of

beef fu

service markets where they had not previousc wpet

renE_ ral activities within existing

I'CS

.

Innovative corporate e@%\ e gr!)déé{jevelc)pments, product improvements,

new methods or p% &res gS 0 f 1@, 1982: 211). Burgleman (1984) and Sathe
Yv
(1989) definec orate entreprene@ﬁp as organizational entrepreneurship which is

the willin \0 strive for organizational renewal through the pursuit of new
vemu0 opportunities. Other researchers who used the term organizational
entrepreneurship were Stevenson et al. (1985), Morris and Paul (1987), referred to it
as the willingness to support creativity, flexibility, and calculate risk-taking. In other

words, corporate entrepreneurship requires organizational sanctions and resource

commitments to develop capabilities.
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In the 1980s, an additional term, intrapreneurship, was used to describe the

entrepreneurial efforts within existing organizations. The term was introduced by

Pinchot 111 (1985) who argued that intrapreneurs are any of the “dreamers yho do."

The intrapreneur is the person in an organization that initiates the innovcm hich

turns ideas into reality and thus transforms to profitable manners. Oth‘*n Pinchot,
there were a few researchers who used the intrapreneurship t%Zch as Carrier

7Rﬂland (2007). and

Parker (2009). Antoncic and Hisrich (2001:497) d in%urship as

@
entrepreneurship within an existing organization an@ to a proce s'thg{}oes on

inside an existing firm, regardless of its size. Thig=pagds -uo\ 1o ﬂgt business
T
ch @velopment of

(1994, 1997) Antoncic and Hisrich (2000; 2001; 2003: 20

ventures but also to other innovative activitiese Nient%on

new products, services, technologies. Edml ' t*a{\f\e

competitive posture.

N
JRAV
N

m t[¥ @lon that the corporate

entrepreneurship phenomenona - I}e en Jarib rial behaviour inside existing

large organizations such a@ve "ew markets, new products or new

In the 1980°s, scholar

services creation (Spa

(1984) added that
T

from the lowes do innov@ by producing something different without

Instruction mission from the higher level manager. If the organization is able to

higher than the average number of new products and markets, the
organization is considered entrepreneurial (Jennings & Lumpkin, 1989).
In the 1990s, the definitions and concepts of corporate entrepreneurship

became more comprehensive and began to take shape (Kuratko, 2010). The well-

known literature on corporate entrepreneurship defined corporate entrepreneurship as
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formal or informal activities to create new businesses in established companies
through product and process innovations and market developments. These activities
may take place at the corporate, division (business), functional, or project levgls. with

the unifying objective of improving a company’s competitive position t *

performance (Zahra, 1991). Sharma and Chrisman (1999:138) suggestcﬂ% corporate

entrepreneurship is the process whereby an individual or a gro% z'ndividuals, In

r%‘[ion or instigate
* searme'{? corporate

association with an existing organization, create a new

renewal or innovation within that organization. Th

2
entrepreneurship illustrate that such initiatives re-energgs and [‘lhaCfS _@Y}lrm’s
ability to innovate (Kuratko, 2010). T \0' ,\3'

In this 21 century, there is a wi wof' "iniﬁﬂ% of corporate

entrepreneurship, with references made not Ol

~dio)
ea"& of new business
A

ventures but also to other innovative ac

ey

]Qlof
competitive postures. The % ost

entrepreneurial activities \Qw vantut

process innovation (

entrepreneurship ata
top manageme&

port. According\ Im, in order to survive, firms must create new

tat}dnS such as development

&

echniques, strategies and

S

_ &/9' elements of organizational

of new products, services, techi

businesses gl constitute the most 1mportant task for senior executives In

establ@l‘ms. He added that the creation of a new business is crucial for the

nation’s economic and social stability particularly in its attempts to compete with
other countries (Sathe, 2003). With all these definitions, Morris et al. (2008) described

corporate entrepreneurship as being manifested in companies either through corporate

venturing or strategic entrepreneurship as shown in Figure 3-1.
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Figure 3-1: Defining Corporate Entrepreneurship

Corporate Entrepreneurship

Corporate Venturing Strategic Entrep Wrshlp

cw

e Internal corporate venturing

Stratcgic rep
e Cooperative corporatc |

venturing
e [Extcrnal corporate venturing

| al r§y alion
Qurce ) orr et @008'8])
'ﬁl\cor@&; venturing,

innovativeness, proactiveness, risk taking," arategic ew@h aim for higher

esga.%? séved that corporate

Corporate entrepreneurship activities, aghi

firm growth and profitability.

entrepreneurship constitutes the entr cheurial . of iarge firm rather than the

smaller one. This is because z; anizgtiol e sufﬁc1ent resources to be
] L] :

more innovative, invest in h llS QISCIS, a re potential ventures, and other

entrepreneurship activit @veve W
¢

Fpr@nal efforts occur in large and small

14l ée\s/rewtahzatlon and performance of the

organizations beca 1t¥1s bgne
s e&gge'r 1994: 1997).

\

sions of Corporate Entrepreneurship

organizations r

3.3 The

o,

that conceptualizes and operationalizes the multidimensional constructs of corporate

rature on corporate entrepreneurship has no standardized tramework

entrepreneurship (Wong & Zhang, 2009; Zahra et al., 1999). Besides, the relationship
between corporate entrepreneurship and other organizational variables are immature

and underdeveloped (Zahra et al.;1999). Prior researchers have been using different
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dimensions of corporate entrepreneurship. The most popular dimension used to
describe the firm-level entrepreneurship was entrepreneurial orientation (Lumpkin &

Dess, 1996). Zahra (1996) stated that the entreprenecurial orientation dimensions,

which include the firm’s innovativeness, propensity to take risk, and ppeategness.
are the essence of corporate entrepreneurship. These chal*acterak form the

necessary ingredients for the firm to be entrepreneurial and were usegas foundations

for prior researches on entrepreneurial organizations (Karac og]YHl. 2013).

Apart from the entrepreneurial orientation din 10u researches

used the corporate entrepreneurship activities such as cghggrate ntu “ﬁ -\ vation

1997

and self-renewal (Antoncic & Hisrich, 2001 SR.promy for

corporate entrepreneurship as shown in Tabl pent g refers to the

e Qoducts or markets.

lent ¥ chagesreristic  of corporate
y

acts of pursuing and entering new busine SSQSN In

A new business creation s the 2 84

RN
in emsgng organizations (Stoptord

-

|
rotwts, services and technologies.

&

rmulation, reorganization, and

& Baden-Fuller, 1994). lnnov% fers td

The self-renewal emp

organizational change (@
It can be s@

orientation dl lons  were con@intly used by previous researchers, thus

inﬂuencm@se of the entrepreneurial orientation and corporate venturing
dimelo measure corporate entrepreneurship in this study. These two

dimensions will be discussed 1n the next subsections.

ng/

35”

e corporate venturing and entrepreneurial
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Table 3-2: The Dimensions of Corporate Entrepreneurship Used in Literatures

No. | Author, Year | Dimension
l. Antoncic &  Hisrich, | a. Corporate venturing
(2001) - b. Innovativeness
Yonggui et al.(2009) c. Self-renewal Y'
Zehir & Eren (2007) d. Proactiveness |
2. Lumpkin & Dess (1996) a. Innovativeness é: ;
b. Proactiveness *
c. Risk taking
d. Autonomy z
e. Competitive aggressiveness
3. [ Kantur & [seri-Say (2013) | a. Proactiveness Y'
Miller (1983) b. Risk taking f l
Luo et al. (2005) c. Innovativeness
Kemelgor (2002)
Zahra (1996)
| Zehir et al. (2012) |
4. Romero-Martinanez et al. | a. Product inn '
(2010) b. Process ipnov§tior
c. Organigat gl |
d. Nati@nu |
e.. Internal®nal w
f. \%ic ren§¥
5. | Sally (2001) v

6. ORQ0 (ﬁ'ﬂring

B/LINg
'y aniz@@al transformation

o rule-breakin g

/b Rk
: ng

c. INTovativeness
=§_orporate venturing

a. Venturing
b. Innovation
c. Self-renewal

a. Corporate venturing
b. Innovativeness
C. Strategic renewal

3.4  Entrepreneurial Orientation Background and Definition
Entrepreneurial orientation research has existed for decades, with the

entrepreneurial orientation concept having its roots in the work of Mintzberg (1973).
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He features the joint factors of pro-activity and risk-taking with entrepreneurship.

Afterwards, Khandwala (1977) defined entrepreneurship at firm level as a strategic

choice and developed an instrumentation to capture the relevant chara:ieristics.

Subsequently, by using Khandwala's (1977) scale n the instrumentatimc Cr and

Friesen (1982) further refined entrepreneurial orientation dimensiﬁ&p measure

relative degrees of entrepreneurship in tirms. In addition, Mille%zriesen (1983)

stated that entrepreneurial firms have higher propensity towavroduct marketing

bea Ch%

ntatiorf acti It'e @th he

innovation, risky ventures and proactive innovations. M ited Miller

(1983) for his contribution in initiating entrepreneurial

did not use the term entrepreneurial orientation t

Para fEé\txcs namely;

innovative, proactive and able to take risks. & tl}@trepreneunal firm

1st-uq&i
and conservative firm by describing th@ cHf\r epleliun@m Is one that engages

in product-market innovation, dert S

According to him, an entrepreneurial fir w

1at r , ventures and 1s first to

l
&
Iy ll};}% 1s highly risk averse, and imitates

come up with 'proactive” In O?Qétltms to the punch. A non-

entrepreneurial firm 1s onc&mnovbtes

the moves of competlt@s\'bti ej of
Ol \ve been widely used in various fields such

dimensions of entrt&ua} }
T

as entrepreneu&m strategic mana@ént organizational behaviour, marketing, and

operations @t al., 2011).

Jalg Cl%/way (Miller, 1983: 771). These three
O

introduction of the conceptual foundations by Miller (1983) and

Khandwala (1977) contributed significantly towards the building of entrepreneurial
orientation as a construct. In the following years, Covin and Slevin (1986, 1989, 1990)
characterized entrepreneurial firms with high levels of innovativeness, risk-taking, and

proactiveness based on the platform of earlier research. Covin and Slevin (1989, 1990)
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labeled these characteristics as the firm’s strategic posture which 1s utilized as the

firm’s general competitive orientation. Before the term entrepreneurial orientation

was introduced, over the years, previous research used difterent labelsfor the

entrepreneurial orientation phenomenon, for example, entleprenfm mode

(Mintzberg, 1973), entrepreneurial style (Khandwalla, 1976, 1977), gIC posture

(Covin & Slevin, 1989) and entrepreneurial strategy making

(

Lumpkin and Dess (1996) later introduced the concept of trveunal orientation
‘4}

et al., 2005).

which refers to the processes, practices, decision | apg operating

management philosophy related to the strategy of the

& Dess. 1996; Dess & Lumpkin, 2005). Entre

na@ . T@in also be
be @as the firm’s

‘lous definitions of

defined as the firm’s overall competitive Ol‘l t

strategy to compete in their industry (Jog atna

ok

abl@ 3 3 a;'

entrepreneurial orientation are presented

The unidimensional vels lt1 nal {éhstruct of entrepreneurial

orientation has also been su% de 1te. jl}l@ research on entrepreneurial
\ 9,
orientation, Miller (1983) g@d Sevin Lnd evin

‘\
?loﬁposne construct. They argued that each

9) conceptualized entrepreneurial

orientation as either a

ore

(Rauch et al., 2009), meaning that

of the dimensmlt * h

Innovativenes! actlveness am@fsk taking are manifested by the firm

simultane he weakness ot this unidimensional construct is that it neglects the

mdw@\uences by each dimension and assumes that all dimensions have similar
effects on firm performance (Hughes & Morgan, 2007; Lumpkin & Dess, 2001; Wang
& Yen, 2012). Whether the unidimensional or multidimensional construct was
employed does not pose a problem or point of disagreement as one 1s not necessarily

superior to one another. The choice is highly dependent on the objective of the study.
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However, for the firm to be highly entrepreneurial, they should score on all three
dimensions (Covin et al., 2006).

In contrast, according to Lumpkin and Dess (1996). not all of the dugensions
of entrepreneurial orientation would have direct or positive effe$rm

performance under different circumstances. It is believed that tirms caﬂ% In degree

of innovativeness, proactiveness, and risk taking as they n%;t be equally

isvnmended that all

Ol)l 4#1he meta-

entrepreneurial across all the three dimensions. However, 1

the sub-dimensions of entrepreneurial orienv

performance. Theretore, it is necessary to ass Nelat

of entrepreneurial orientation (Kraus et al % B&Q?.OO‘)). In order to
A

enhance a firm’'s performance, these ? ;endions ficn ﬁ%rk together (Dess &

4
& .
dn%@hsmns of entrepreneurial

}1‘1@ be very successful (Lumpkin

Lumpkin, 2005). However, ev konl(
1Zgl1

y Lumpkin and Dess (1996), a

ined dimensions of entrepreneurial

1:]
orientation. For ingtamgg, In tla

R -

25% (13 out @k of the articles\(%!’luded in the analysis used multidimensional

i1s conducted by Rauch, et al. (2009), only

entreprene@orientation dimensions, whereby, each of the entrepreneurial

OFiEIlt@ﬂﬁl]SiOnS measured separately. Other studies supporting Lumpkin and

Dess (1996) reported that entrepreneurial orientation is a multidimensional construct
and affect a firm’s performance differently. For instance, Swierczek and Ha (2003)
found that proactiveness and 1nnovativeness were positively related to firm

performance in Vietnam and Thailand, while risk taking was not. Another study in the
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UK found that both innovativeness and risk taking are not significantly related to
customer performance (Hughes & Morgan, 2007). However, the most important
concern is that entrepreneurial orientation should bring about improvementg_in firm
performance in general (Kraus et al., 2012). Given these arguments, %@ earch

examines the entrepreneurial orientation as the multi dimensional conﬁ& that adds

to the theoretical and practical understanding.

Research on entrepreneurial orientation has increas in many fields,

Wﬁrm level

‘ lrrf\p}i-eurial
| & a major

rature (Morris

construct in the field of strategic managemencw

& Kuratko, 2002). There are at least three sons{

(2011) why entrepreneurial orientation 1?9; enﬁ%

d
entrepreneurial orientation 1S mos{_app® pr:,n xplauQ
l
al }

plaj
entrepreneurial firm at the m% W

researchers agreeing that &\an | eore{o ly captures the relevant (Miller,

1983), requisite (Lum%\z

Notably, evolutiopar eoljstbjd stré}gic management scholars recognize the
F
importance ofAepreneurial orie

Non as the overall strategic posture that is
essential t

b):k@vin and Lumpkin

A
en@ by researchers. First,
&

o the characteristics of an

h}@win & Lumpkin, 2011) with

N
(bgﬁracteristics of entrepreneurial firms.

n the firm’s viability. In an era where product life cycles are ever
g, Yndustry boundaries are continuously morphing and competitive
advantages are characteristically unsustainable, entrepreneurial orientation has proven

to be a useful construct for the purposes of understanding why and how some firms

are able to regularly renew themselves via new growth trajectories while others are

not (Covin & Lumpkin, 2011: 862). The second reason why entrepreneurial
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orientation fills the gap in the literature on firm level entrepreneurship i1s because it is

a continuous variable or set of variables that 1s represented by a multidimensional

construct that can be plotted by all firms. These dimensions are common

Q_d have
universal characteristics that can be possessed by other firms. TI@, since

entrepreneurial orientation is the practice ot entrepreneurial firms, it n‘*it easier to

assess the level of the entrepreneurship in the firm. The next sect%ge discussed on

the entrepreneurial orientation dimensions.

Table 3-3: Selected Past Definitions of Ent

g

d by the

* “dﬁatic leaps

Authors Definition of entrepreneurial ori
Mintzberg In the entrepreneurial mode, str
(1973:45) active search for new opport

forward in the face of unceytain
Khandwalla

(1976/1977:25)

WY
| cha&ﬁgﬁzed by bold,

Miller & Friesen
(1982:5)

risky, aggressive deci*n
The entrepreneurial mo

and regularly whi e%

market strategies.

' m;?at innovate boldly
Ajsks in their product-
S

Miller (1983:771)

ﬁages in product-market
y ventures, and 1s first to

s, beating competitors to the

C
rodac

An entreprene%klrm
Innovation. es
tiye’ iy

iMorris &  Paul
(1987:249)

come up yith
Punch.
An entgepreri®uris

_ele

1s on€ With decision-making norms that
im@tive strategies that contain an

emphdSiz projctiv
NCWE risteaSNJ

Covin & Slevin
(1998:218)

&

A top manageme@yle 1s decidedly risk-averse, non-innovative,

—

N
1}3 a‘q%ﬁose in which the top managers have
1 ana.%.mf:nt styles, as evidenced by the firms’
' ns@nd operating management philosophies.
éuriﬂ"or conservative firms are those in which the

Qrenchiril
egrenefirid

and passive or reactive.

Merz
(1995:5

| (PMU) and its willingness to innovate and create new offerings.

{

Entrepreneurial orientation is defined as the firm’s degree of
proactiveness (aggressiveness) in its chosen product-market unit

.Lumpkin & Dess
(1996:136-137)

Entrepreneurial orientation refers to the processes, practices, and
decision-making activities that lead to new entry” as
characterized by one, or more of the following dimensions: “a
propensity to act autonomously, a willingness to innovate and
take-risks, and a tendency to be aggressive toward competitors
and proactive relative to marketplace opportunities.
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Zahra & Neubaum | Entrepreneurial orientation is “the sum total of a firm’s radical

(1998:124) Innovation, proactive strategic action, and risk taking activities
that are manifested n support of projects with uncertain
outcomes.

(2005:1134) to engage in behaviors [reflecting risk-taking, innoyatheness,

Voss et al. | We define entrepreneurial orientation as a firm-level digposition
proactiveness, autonomy, and competitive aggressc' ﬁ:hat

lead to change in the organization or marketplace. §] aaged).
Avlonitis & | Entrepreneurial orientation constitutes an anizational

Salavou phenomenon that reflects a managerial capabili which firms
(2007:567) embark on proactive and aggressive ini% to alter the

Cools & Van den | Entrepreneurial orientation (EO) refer

Broeck strategy In relation to innovativeness
(2007/2008:27) taking.

competitive scene to their advantage.
tovp management’s
Vo) cti\'eness, and risk

3.5 The Dimension of Entrepreneurial Orient

The dimensions of entrepreneurial origfital? 1 - derzz from both the
€S QLumpkin, 200)5).
A

strategy-making process and entreprene ' reT
lons of entrepreneurial

l,ﬂim@

orientation as, first, innovativenessgkefe¥ri i1 lingRess to support creativity and

experimentation 1n introducin% + |
leadership, and R&D 1n &m»pi 4 ney pro@es. Second, risk taking means a

tendency to take bol@on S? ;g Gonuring into unknown new markets,
ving o g o of ey s N
committing a larg% n .@

Lumpkin and Dess (2001: 431) det)

Qf FesglirCes<®" ventures with uncertain outcomes, and/or
borrowing he\' Lastly, proactiv&&?{s IS an opportunity-seeking, forward-looking
perspectivagsadying introducing new products or services ahead of the competition

and @n anticipation of future demand to create change and shape the

environment.

Later, Chen and Hambrick (1995) pointed that entrepreneurial firms should
have the characteristics of competitive aggressiveness. This 1s agreed by Lumpkin and

Dess (1996), who formally added two additional dimensions; autonomy and
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competitive aggressiveness. Competitive aggressiveness reflects the firm’s etforts to
outperform industry rivals through combative posture or aggressive and forceful

response in order to improve the firm’s position or conquering rivals thggat in a

competitive marketplace. On the other hand, autonomy refers to the engrepagfeurial

efforts of an individual or a team to bring forth a business conceAvision and

carrying it through completion. The literature shows that these %zions permeate

the decision making styles and practices of a firm’s membe s.w‘ver, the majority
b !io W

George &

of the entrepreneurial orientation studies focused on th

Marino, 201 1; Morris & Sexton, 1996; Soininen et al.,

study also employed the three dimensions of entrepvu '

Table 3-4 illustrates examples of ple 0 1mett1'§'

The most popular dimensions of entreg

IO&QQ mnovatweness

proactiveness, and risk taking. Anoth
which are autonomy and competlii gl

Other researchers (Venkatram J na d-,hn,b’zoos Smart & Conant, 1994)
developed their own ms& at@ ItS Q/ ensions to measure the level of
O

preneunal orientation

% N
entrepreneurial in a fir@i_JIWey gdded ’[y&l ables such as analysis, defensiveness.

strategic planning @WS, su toﬂte

and |dent1fy1n rtunities.

n@ and want identification, vision to reality,

g

- N
Th@y employed three dimensions of entrepreneurial orientation which

WCTIC

ly introduced by Miller (1983) and agreed upon by most of the

researchers. These dimensions of entrepreneurial orientation which are

innovativeness, proactiveness, and risk taking will be explained in the next subsection.
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Table 3-4: Examples of Entrepreneurial Orientation Dimensions Used by Previous

Researchers
Item | Author, Year Dimensions of | Unidimensional or
Entrepreneurial Multidimensional
Orientation |
1. | Krausetal. (2012), | Innovativeness, Multidimens)
Gibb & Haar (2010) | proactiveness, and  risk
| taking. |
2. Lumpkin & Dess | Innovation, proactiveness,
(1996), and risk taking autonomy.
Lee & Peterson | and competitive
(2000) aggressiveness.
3. | Miller (1983). [nnovation, proactiveness,
Covin & Slevin and risk taking.
(1989) |
1. Smart & Conant | Risk  taking,  strate na ‘3:
(1994), planning act1 Yy

Churchill & Peter | customer needs andy s
(1984) identification, 1pnovitiol

43'

i
vision to rgeliNy/ an

| I identify ogp@.
5. Tan & Tan (2005) Futurity, proacti™mess\_ris

u&%mensional

roac
affinity, g AL
detensivencs y | C}
6. | Venkatraman AgorcalyORgss, sns@ultidimensional
(1989a), defegsi SS N
Morgan & Strong | ppoac eness, futz'i Y. a3
(2003) Ing

3.5.1 Innovativeness

=
&
Y

F, 0 . .
>eddhat lm ve@s IS a key component of entrepreneurial
Lumpk

orientation consgu £ L)vm 1996). However there 1s no consensus
X

[t is widely

o

among rese ﬁ&s on the terms, innovation and innovativeness, (Garcia & Calantone,
ély

2002) In entrepreneurial orientation constructs. Some studies called it

C
innovatioit and some regarded 1t as innovativeness. It can be seen in Tables 3-5 and 3-
6 that the researchers used the terms innovation and innovativeness to represent the

components of entrepreneurial orientation. Although the terms are different, they have

similar meanings, and thus the previous researchers used similar instrumentations to
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measure innovation or innovativeness in entrepreneurial orientation as seen in Tables
3-5 and 3-6.

The inconsistent usage of the terms in the literature sometimes caused
confusion and emphasizes the need for the researchers, policymakers and cb rs of
large and small firms to understand the relationship and ditterence be% the terms

innovation and innovativeness (Kamarudden et al., 2010). Therefore R this study, the

term innovativeness is used to refer to one of the dimensions un?'me entrepreneurial

orientation construct. In order to enhance understand] nn vai(!Qall be first

@
tion ifthe refti@;'f —
-\

defined as the term innovativeness is its derivative. Inn

propensity to support the innovation (Mom ~asil

capacity to introduce a new processgdumq or B
“

(Damanpour, 1991; Hurley & Hult_199%.

The origin of the word

from the Latin word inm%&\em

Innovare is defined as Ne ¥ or ¢
o}
‘' X

refers to the proce %ﬁno
Welo, 2010 jqihus, to innovate means to make changes to

and others (GM&

something @s already been established, especially by introducing new methods,

ideas,@:cts (Oxford University Press).

Generally, innovations are a major driving force for economic growth and

wealth creation. Innovation at firm level aims for the survival of the firm and to adapt
with the rapid change of product life cycle, technologies, competitors, customer

preferences and laws (Kamarudden et al., 2010). Schumpeter (1934:66), the first to
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introduce innovation in an entrepreneurial process (Lumpkin & Dess, 1996), detined

innovation as ‘the setting up of a new production function and as an entrepreneurship

tool which includes five specific attributes; (1) the introduction of a new g()o:: ;2) the

introduction of a new method of production, (3) the opening of a new m% (B) the

conquest of a new source of supply of new materials, and (5) the carryff@agt ot a new

organization of any industry (creating a monopoly position or t% zaking up of a
rk o%mpeter. For
2

1S jthecddoption
-

of an idea or behaviour new to the organization anemegi ' ct e{'?ervice., an

organizational process or an administrative p N, * 0gy e a policy or a

3

_ Movaiion g3 l.&ch defined as the
% \ A
introduction of new products, processes W Dusgness_ sy ten@(nowles et al., 2008:
Y
24). Firm level innovation also refgrs tO%he : 10N 0&\)\/ ideas to the firm which

are transformed Into new pm% ;roc w ue.sﬁ?l!w '
N 3094)

management or marketing &Ns (@ et a
11

The process of @41[ nn
idea generation, pr j&%ﬁn}ti n, fegig
N, 5
and marketing.&

commercializa{%ﬂ (Baker & McTavish, 1976; Copper &

monopoly) .

Most of the literature on innovation is based on

example, Damanpour and Gopalakrishnan (1998:3) defi

system related to organizational members. a

, or work organizations and

N
!)n 3an organization requires a few stages:;

" ?F
9,
@d development of the product or services

Kleinchmi . Damanpour & Gopalakrishnan, 1998; Rothwell & Robertson,

l973)®novation process was explained by Carlson and Wilmot (2006) as in

Figure 3-2 which illustrates the lifecycle ot a product or service in the form of an S-
curve. ‘A’ indicates the inception of a new 1dea or concept, which through
development becomes a new product or service, working its way up the customer and

company value axis. ‘B’ marks the point of market introduction. The product or
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process is offered to customers until it reaches maturity, point “C", where 1t 1s either
commoditized or obsolete. Ensuring continued profits beyond this point calls for

development of new products or services that ofter greater value to customers {Gudem

& Welo, 2010: 314). Thus, innovation can be defined as the process of c*e W and

bringing new customer value in the market or to transform an idea iﬂ;vmmercial

value (Carlson & Wilmot, 2006). This definition 1s described % Ere 3-2 as the

: 10“ idea generation
% _ am!\ucand process
@

development until the product is available in the marketjghg * Welo% 10).

1t J he process
) it @rought to the

process of getting from point ‘A’ to “B’. Innovation is thus

but rather, is an activity that requires a process such as in

from idea generation to production of the nc\ve

marketplace. The new invention could be proc ts

system, new market, new method, new

ncﬁogy

d o @s In order to ensure

Y

these new creations are successful, the

me llze it by bringing 1t to the

IC‘gultant) identified ten types of
é"

innovation which is depict types of innovation developed in

1998 were revised and | for firm innovation by entrepreneurs

leaders across the globe

at start-ups ( &

(http://www.d om/thinking/). @tordmg to an international innovation

consultan @ there are three major categories of innovation, namely;

confiatgratiof offering and experience. The ten sub-dimensions are profit model,

network, structure, process, product performance, product system, service, channel,
brand, and customer engagement. These are the ten areas that the firm can do

innovation in, to achieve superior firm performance.
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Subsequently, some researchers have classified innovation into four forms:
technical innovation (e.g. new production methods), nontechnical aspects of
innovation (e.g. new markets, new forms of organization), product innovatigns (e.g.

new products or services) and process innovations (€.g. new productiC\ ods)

Innovation comes to an organization in two ways, whether itz generated or

adopted by the firm. The firm can generate innovation thr UR!! development of

(Anderson & King, 1993; Totterdell et al., 2002).

new products, services, programs, or technology but it ca o De !)pte by buying

it from another firm (Damanpour & Gopalakrishnan, . the pgeess of

- igl}@i.nnovative
: nt{on dimensions

buying this innovation 1s called corporate venturin
small ventures. However, innovation in the gn

refers to the innovation that is generated withimhe ﬂ{Q '

Next, the definition for innovativ 2 Mlﬁp a@. Previous researchers
% &
largely adopted the definition f%ovli& gi@ by Lumpkin and Dess

o
SV

figh, lt@'a'enc:y to engage in and support
an reatz;é'processes that may result in new

(1996:142). They defined inno

'g[ se€athis definition is widely used by other

products, services, or te% b pL }J _
O
researchers such a ; C‘ﬁ : g S, Short (2009), Javalgi and Todd (2011),

T
Kraus et al.(2(HA ollmann and M&rkmann (2012), Kreiser (2010), Kropp et al,

(2008). Li@ans (2012), Li et al. (2009), Moreno and Casillas (2008), Schiavone

(2007@ (2008), Wiklund and Sheperd (2005), Wiklund and Shepherd (2003),

and Wiklund and Shepherd (2003) as shown in Table 3-8.
Another definition of imnovativeness used in the literature on entrepreneurial
orientation is illustrated in Table 3-8. For example, innovativeness can also be defined

as the willingness of the firm to depart from existing or familiar capabilities or
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practices and venture beyond to seek creative solutions to problems and needs
(Lofsten & Lindelof, 2005; Short et al., 2009; Soininen et al., 2011). Zahra (1993) and

Kreiser (2011) defined innovativeness as the firm’s strong commitment to_develop

new products and placing it in the marketplace. Innovativeness can alsoégh'the

efforts of the firm to discover new products and/or service opportuniti*/and make

improvements to existing processes, products, and systems (Heuge\,%SO). In short,
mT on innovation,
v IO@R & D) to

lesen, i 934Y. ' -‘57\
iy vat@.ﬁess from
inn‘%iveness as an

X

organizational characteristic reflected in a tem eri@t generate novel

enw %
ideas, and participate in activities to cre? wnproduas. pl@esses and services, as
orgamz%n

‘&
well as the openness of an Sp

" tos ideas and combinations
(Hurley & Hult, 1998:; Lumpk@'&, l

6) l}&v«i’bﬁ:r this current study employs
\7 ‘o
the definition by Lumpkl Deis 6) t IS widely used in the study on

innovativeness is the willingness of the firm to

experimentation, technological leadership, and research

generate new products, services, and processes (Miller ¢

Yet some other researchers combined the

other researchers. For example; Morris et al. (

entrepreneurial orientatg fo ma

l?'ﬂt 1p
O
m?o atl e e

lour at the organizational level can be
duct/process bef\@ﬂour method, idea, novelty, strategic or/and

The dlmens

manifested in
business s % hese dimensions, presented in the Table 3-9, are extracted from

past l@. In addition, Morris, Kuratko and Covin (2008), developed a range or

continuum of innovativeness and categorised Innovativeness in terms of
product/services and processes as presented in Figure 3-3 and Table 3-10. According
to them, in terms of product/services, there are at least eight areas in which

innovativeness can take place, ranging from minor to major innovation; first, the cost



>7

of production can be reduced for an existing product or services. Second,
repositioning of existing products or services through entrance into new markets or

expanding the market. Third, firms can introduce new applications for existing

products or services and fourthly, introduce product improvements and ret Nz The
firm can also introduce additions to existing product/service lines&reate new

products or service lines. Introductions of new products/services to Ee marketplace

also account for innovativeness besides the commerctagmation of novel

product/services worldwide. Simply put, the innovation 1 0 ct@e the form

T@ diffefenc is’\i@ér the
4 b ¥
N

N
| o
Other than products and services, innoewess IKes QA}@ In business
processes as shown in Table 3-10. The nms IR_the ceign be major (e.g.
A

administrative and service delivery @ NaInor (’.g. @uction and financing
B (Q

methods, significant revision of existi pr sS\C. 2. I@keting or sales approach)

and lastly, modest improvelrw{exis}j g 9320 W/(€.2. compensation methods,
,\BQ). @ativ -w cés in products and processes aims

N
to capture the custom \m

de ,tl) cﬁgﬁe a new market segment. This will
Z 9,
eventually increas %I‘Of}t il': n@rowth of the firm. On the other hand,
| ,

1§Processes conce n%v’simplifying the firm’s business system to

of new or improved services (Morris et al., 2009).

innovation is minor or major.

distribution methods, pricii

Innovativeness

enhance e \wss in daily operations. This will facilitate the stakeholders 1n

dealim@we firm besides assisting the firm to reduce costs with the introduction of

up to date technology.
[t can be concluded that innovativeness i1s essential for every firm in order to
survive and remain competitive. The previous literature on the effect of

innovativeness on firm performance will be discussed in the next chapter.
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Table 3-5: List of Researchers that Use the Term Innovativeness in Entrepreneurial
Orientation Research

Researcher(s) \

Instrumentations used in Research

Avlonitis & Salavou (2007)

Covin & Slevin (1986, 1988)

Barrett & Weinstein (1998)

\VC

Covin & Slevin (1989)

Bhuian et al.(2005)

Miller & Friesen (1982)

A0

Dimitratos et al.(2004)

| Miller & Friesen (1982)

George et al.(2001)

<

Lumpkin & Dess (1996)

Hult et al. (2003)

Hurley & Hult (1998

Jambulingam et al. (2005)

Y'

Own

Jantunen et al. (2005)

| Naman & Slevin

Javalgi & Todd (2011)

)adw (] 98);
'f’”’

Kemelgor (2002)

Lee et al. (2001)

Covin & Slevin §%89)
| Covin & Slevm

Lumpkin &

Lumpkin & Dess (2001)

S
83), Covin &

BV 1N @Ovm (1990)

Monsen (2005)

'Khanq *
Sle\N 6) and

Moreno & Casillas (2011)

LA
Y

eV
3)

Moreno & Casillas (2008) s m_ R\
Naman & Slevin (1993) Y.Cov 1 & Bl v@%, 1989)
Poon et al. (2006) % f Vv} 4&yin (1989)
Rauch et al. (2009) '&\ % appliea®le

| Slater & Narver (2000) * qn%lo(é.lslevin (1993)
Soininen et al. (2011) C{)\GJ& Slevin (1990)
Stam & Elfring (2@' 5 @n & Slevin (1989)
Stam & Elﬁ‘m ) \E-,\@ovin & Slevin (1989)
Wiklund & S d (2005) Miller (1983) 8 items

. List of Researchers that Use the Term Innovation Terminology in
Entrepreneurial Orientation Research

Author(s)

Instrumentation

Atuahene-Gima (2001)

| Covin & Slevin (1989)

| Caruana et al. .(2002)

| Miller & Friesen (1982)

L

Chadwick et al. (1999)

Khandwalla (1977)

Covin & Slevin (1986)

| Miller & Friesen (1982)
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Author(s)

Instru mentation

Covin et al. (2006)

Covin et al. (1994)

| Covin et al. (1990)

Green et al. (2008)
Jogaratnam & 'I'se (2006)
Kreiser et al. (2002b)
Richter (1999)

Wiklund & Shepherd (2003)

Covin & Slevin (1989)

N
A0

| L1etal.(2000)

| Miller (1987) and Zahra

Harms & Thomas (2003)

' Covin &Slevin (1986N '

{V) |

Miller & Toulouse (1986)

" Miller & Breton-Miller (2011)

| Miller (1983)

Own

Rauch et al. (2006)

' Covin & SleV

" Smart & Conant (1994Y

Zahra (1991;1993)
Zahra & Neubaum (1998)
Zahra & Garvis (2000)

Miller (1

Figure 3-2: The Product or Servm;e- )

Profits

Value

b

“Source: Carlson and Wilmot (2006:38)

»-7: The Ten Types of Innovation, as Presented by Doblin Group

S

Innovation category

Innovation type

Configuration

\ (_)t:f_'e:rin_gr __ | 5. Product

" 1. Profit Model

| 2. Networks

&

3. StruEt_l:_n‘e

Eerformance I

4. Process
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6. Product system

Experience

7. Service

8. Channel
9. Brand

10. Customer experience

Source : Doblin Group - Innovation Consul{ QOB)

Table 3-8: Definitions of Innovativeness by Previous Research Q ,

Author(s)

Definition

Covin & Wales (2011:694)

Innovativeness refers to a W exhibition of
experimentation, exploration, T w Creative acts as
reflected in, for example, gy Mgoducts/services, new
process technologies, ne et d

e

s\fgération, and

new business strategies.

Dess & Lumpkin (2005:148)

Innovativeness - A willi
novelty through expeng

- —
1ess to #htro rr ngl'ess and
| cAtivg

Proccsscs

d S%WI@S, as well

Ferreira & Azevedo

(2010:82).

aimed at developin

as NEW processes. Q
Innovativeness o~ con
encouragin Qas,

wi@e{pporting and |

me@ion and creativity
likely to re 1€ , SSNMCES Or processes

Huang & Wang (2011:564)

| servi

rodif
Innovativ% me;k%l? ; g@irzation 1s willing to
pursue 1 ideag Thd nc@n process, products, or

Hult et al. (2004:430)

¢
S to{gd firm’s capacity to engage
15, P’:§ntr0duction of new processes,

tN rganization.

Innova

' Keh et al. (2007:596).

B 11CE
1N iT atiof; th
% ts, or ¥de
Inndvaygv

Mo 2 firm's tendency to engage In
essese@Xperimentation of new ideas, which
SY 1n the institution of new methods of
Lot bringing new products or services to
w markets (p.596).

Kim (2010)

W fines innovativeness as the willingness to
option of new services and the reconstruction
of m

| Lofsten +
(2005:726)

[.indeloft

ggerial processes (p.786).

[nnovaliveness involves seeking creative or unusual
solutions to problems and needs. In entrepreneurship
research and economic studies, innovativeness 1s often
viewed as a surrogate measument for entrepreneurship

Lumpkin ess (1996:142)

services, or technological processes.

Innovativeness reflects a firm's tendency to engage In
and support new ideas, novelty, experimentation, and
creative processes that may result in new products,

| Lumpkin & Dess (2001)

| and R&D 1n developing new processes.

Innovativeness refers to a willingness to support
creativity and experimentation in introducing new
products/services, and novelty, technological leadership

e ——)
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Author(s)

Definition

Lumpkin et al. (2010:247)

Innovativeness 1s viewed as essential to maintaining a
company’s viability because 1t 1s a key source of the
new ideas that lead to product introductions, service

improvements, and managerial practices thaWance
and sustain a thriving company.

Lyon et al. (2000:1056)

experimentation, novelty, technologicatmi§gdership, and
so forth, in both products and proces

Innovativeness refers to attempts to emS%reativity,

Morris et al. (2008:54)

Innovativeness refers to what extent®s the company
doing things that are novel, uniquwlfferent?

Rauch et al. (2009:763)

Innovativeness 1s the predispy#on to engage In
creativity and experimentatiqgthN ugll the introduction

of new products/servicgg chnological

' Soininen et al. (201 1:23

| beyond the current

Innovativeness represen
from existing techn

depart

Urban &
(2010:332)

Barreria

value.

Innovativeness
organization’s

Walter et al. (2006:549).

m, Qndency to support

Wiklund &
(2003:1309)

Shepherd |

new ideas : eARIocesses that are aimed
at develo t S a ervices.
lnno ﬂ& ncy to support new ideas

d creative processes,thereby

| practices and technologies
Dess. 1996)

Table 3-9: Dimensions f

no e XpQr
. L

.

Egﬁiceptuahzed in. Previous Research

(.)

L

: e . Business
Author Process|| Behavior| Strategic Syslems
| — . —"'"'I'. e | s s |
I Schumpeter (1934) 4 \ | J
[ Miller and Friesen @S 5 A [ A A ][

Capon et al. (109®

J
1

|

Avlonitis et al. (1908

LA
e
LA

Subrama Nilkanta (1990)

d

Hurleys

Lvon et al. (2000)

e L

North and Smallbone (2000)

|
|
\ |
[ Rainey (1¢
|
|

Boer and During (2001)

ﬂ

[ Wang and Ahmed (2004)
‘ Crespell et al. (2000)

_|

J

|

|
e

Kll(lh‘lt"ﬁ et al. (ED(}?)

_;—-_I mL e gar g nsncam .

-

Source: Wang and Ahmed (2004) and Hovgaard and Hansen (2004)
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Figure 3-3: A Range of Options: Innovativeness as it Applies to Products and Services

New to the World Product/ Services

New to the Market products/Services

New Product/Services Lines in a company
-

w

(}Y'

Additions to Product/Service lines

v

S

Product Improvements / Reygse

SJurceaMorris et al. (2008:55)
| &
7enass a@pplies to Processes

Table 3-10: A Range ot Opti \ﬁnov '
ype€

Degree of innovation

Major new process

% D ?22
-
Adm IStratg® systems
| e dg ry systems

— _ &
Minor new process ¢/ Pobdictief methods

1 y Finandpe methods
Significant revisigh exgsingdl aé}mg or sales approaches
process % d 1 P@rement techniques
Modest improént to existing @ pensation methods

process \ | Supply chain management technique
% Distribution methods

| Employee training programs

Pricing approaches

Information management systems

Customer support programs

Logistics aEproaches

Hiring methods

Source: Morris et al. (2008)
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3.5.2 Proactiveness

Proactiveness is the second entrepreneurial orientation dimension, otherwise
also sometimes called proactivity. The essence of proactiveness was derived from the
well-known Nike slogan “Just do 1t” (Morris et al., 2008). Lumpkin and %4:96)
defined the term proactiveness based on Webster's Ninth New Colleg&)lctionary

(1991: 937) as "acting in anticipation of future problems, needs. OIEhanges thus

highlighting that proactiveness aims to be ahead of other co plors by creating

0 er@atit()rs, the
@
proactive firm always introduces a new product évice etfo fﬂ %t The
-
proactive firm is always looking for business oppogunit¥es % | &@ss, 2001:
T

1lure (Urban

change and shaping the environment. In order to be ahe

-
@,
g

Rauch et al., 2001), also displaying higher ada

& Barreria, 2010). Conceptually, proactivenSeg, 1 BROSItENT passiveness as

passive firms are unable to seize opport t.

”q‘%rus, they are followers
L

rather than leaders in the marketplace 1 pl SS, K 3,
The seeking of new op%n 1es In J 1{/ s may or may not be related
tr a'na : 89 Pven though the proactive firm is

to the present product linej@ka

often the first to enter mdtucnéslfast followers may seize upon new

ideas and 1mprov t é)rst mover (Certo et al., 2009). In other

words, a ﬁrm novel forward(_‘) nking, and fast without always being first

(Lumpkin $I996. 146). The list of the definitions of proactiveness is depicted

In Tab@nd illustrates that a majority of research defined proactiveness based on

the definition given by Lumpkin and Dess (1996, 2001). The definition of

proactiveness by Lumpkin and Dess 1s based on the earlier definition by Miller and
Friesen's (1978) and Venkatraman (1989a). As such, the proactive firm is the firm that

1s the quickest in innovation and the first to introduce newness. This concurs with the
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suggestion by Miller (1983:771) that the entrepreneurial firm is “first to come up with

‘proactive’ innovations’ .

The idea of proactiveness is closely related to the prospector type as su

by Miles and Snow (1978) who stated that finding and exploiting new

ested

pe % and

market opportunities is the main capability of the Prospector. P!*ctors are

frequently the creators of change in their respective industries. Chang 1S one of the

major tools used by the Prospector to gain an edge over compe®
1978: 551-553). Additionally, the differentiation strate,
recognizes the importance of proactiveness.

Table 3-11: Definitions of Proactiveness by

(Miles & Snow,

01*%980) also

. Author | Definition N
Covin & Wales | Proactiveness refers tofgg Ing . w@ﬂooking actions
(2011:694) targeted at the exploitatmop rtudf\in aMfCipation of future
circumstances, as wo typicaNGCY fir f\%hat lead and/or pre-
empt the actions of ot t p@ers, early adopters of
| new technologies)y
Dess & | Proactiveness - o palspective characteristic of a
Lumpkin marketplace gea o@u to seize opportunities in
(2005:148) anticipation% re degtan 2 |
Ferreira & | Proactivegess *1s QORCeMed v@( first mover and other actions
Azevedo aimed &'&in 0 seyure @protect market share and with a
(2010:82) forwand [O8KIng | tJ ected in action taken anticipation
| ofﬁ% mgnd. :' )
Hameed & Ali | Symarl. pypactyviy i%)he second entrepreneurial orientation
(2011:103) | long ko as@n ability to benefit from contextual

tunitied su€h &~ introducing new products and services.
chnologies and @agement techniques in attaining competitive
advantage.

Huang &

(2011 %%

Proactiveness refers to an organization with a characteristic that 1s
forward-looking and responsive in the industrial environment it
involves 1n.

Jambulingam et
al. (2005:25-26)

Proactiveness refers to a firm’s processes aimed at anticipating and
acting on future needs (adapted from Venkatraman, 19389a)

Jantunen et al.
(2005:226)

Proactiveness refers to the propensity to anticipate future needs
and changes in the operating environment, and to pioneer new
methods and techniques.

Javalgi & Todd
(2011:1006)

Proactiveness refers to opportunity seeking that imvolves, for
example, introducing new products, services and processes ahead
| of the competition (adapted from Lumpkin & Dess, 1996).
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Author Definition

Kollmann & | Proactiveness refers to a posture of anticipating and acting on

Stockmann future needs and trends, thereby creating first-mover advantages

(2012:3) over competitors (Lumpkin & Dess. 1996).

Kraus et al. | Proactiveness refers to processes which are aimed at *“seekygg new

(2012:949) opportunities which may or may not be related to the pgeseyt line
of operations, introduction of new products and bran X‘ d of
competition and strategically eliminating operations % are 1n
the mature or declining stages of the life cycle”*ted from
Venkatraman 1989a). |

Kreiser Proactiveness represents an opportunity-s ekilz perspective

(2011:1027)

involving strategic moves that anticipate future Wghmand ahead of

Kropp. Lindsay

competing firms (Lumpkin & Dess, 2001 T
U, fl)rward-looking

Proactiveness refers to an opportunity-
pro Lwad of the
’ .
firgys | p {nsity,

riyals.
.J'

and Shoham | perspective that involves introducing
(2008:104) competition (Lumpkin & Dess, 1996

Lotsten & | Proactiveness 1s defined in terms
Lindelof aggressively and proactively to conugte wit} |
(2005:726)

Lumpkin & \w

Dess (2001:431)

Proactiveness 1S an  OpROrtuNmIty sseBRR. @Tard-looking
perspective involving intro% ¢ ney pr@glcts prservices ahead

| Lumpkin

&

Dess (1996:146)

2
of the competition and % h anticipagfon &nture demand to
the v ORIEPL.
7 a 1]

create change and shap
Proactiveness refers * axelaled (ONmarket opportunities
try Ot deg$ so@ seizing 1nitiative and

in the process of
In orge P "shdde the environment." that

acting opportunisR‘a
ndj Pcrhaps. evd create demand.

1s. to influence t e
Proactivencg® rel{les to Jorwgrd-ldsng. first mover advantage-
seeking eft O

\o)competition,
' 1denQJ of an organization to anticipate
< @ to pursue change ahead of the

J'eronment by introducing new
products wcesj .
Proacti& 1S «the

Lyon et al

(2000: 1056)

Morris et al.
(2011:949) futurg
Rauch et al.

(2009:763)

Foa'njﬂlmpkin & Dess., 1996)
aipzN~opportunity-seeking.  forward-looking
cteriZ&d by the introduction of new products and

Se * " @competition and acting in anticipation of
+ ture demand. \c"

Short et
(2009:14

Proactiveness refers to acting in anticipation of marketplace
changes or future needs and problems. Thus, proactiveness
suggests an opportunity-seeking perspective, characteristic of a
marketplace leader who has the foresight to act in anticipation ot
changing market demand.

Urban & | Proactiveness 1s perseverance in ensuring that initiatives are
Barreria implemented. and i1s concerned with adaptability and tolerance of
(2010:332) fatlure. |
Venkatraman Seeking new opportunities which may or may not be related to the

(1989a:949)

present line of operations, introduction of new products and brands
ahead of competition, strategically eliminating operations which
are in the mature or declining stages of life cycle.
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Author Definition

Walter et al. | Taking initiative by anticipating and pursuing new business

(2006:549). opportunities and by participating in emerging markets 1s often
referred to as proactiveness.

Wang For the purpose of conceptual distinction. this study considers t I

(2008:637) introduction of new products and services to capltallze ar
opportunities as an element of market proactiveness.

Wiklund & | Proactiveness refers to a posture of anticipating a Ing on

Sheperd future wants and needs in the marketplace. thereby &mg a first-

(2003:75) mover advantage vis-a-vis competitors (adapted Tumpkin &
Dess. 1996). With such a forward-looking pegspe®ve. proactive
firms have the desire to be pioneers. there apitalizing on
emerging opportunities. T

Wiklund & | Proactiveness refers to a posture of an®™ ngland acting on

Shepherd future wants and needs in the market NeT W 12 a first-

(2003:1309) mover advantage vis- a-vis competitqrs (aSaptgd tr wnpkin &
Dess. 1996). With such a forward-18%gng pefspegiive _@actw
firms capitalize on emerging oppor

3.5.3 Risk Taking

The foundations for risk taking T | @' definitions of

c% the b\vgt that entrepreneurs are
@ %

the persons who are able to take 11 p SCttMmL 'theﬁc);wn business. Numerous

empirical researches also concc tli risk t,l\"
ndu m_th

(Begley & Boyd. 1987). D

entrepreneurship by Cantillon (1734), w

racteristic of entrepreneurs

T L
0nt§, n which it is applied. risk has

various meanings. In the

‘iel @?ﬁn context. risk taking behaviour is

)

the willingness of fig§_t £ e nc@dsky resource commitments on venture

opportunities evesw ngt K1

ww whether it will be successful (Lumpkin &
Dess. 2001 \md & Shepherd, 2005). As such, boldness and tolerance for risk are

Nl
the chara&

includes opportunity seeking (Hills et al, 1997) and decision making (Busenitz. 1999).

h they

s of entreprencurial firms. The purpose of risk taking at the tirm level

There are three dimensions of risk taking, which are venturing into unknown markets,
committing a relatively large portion of assets to venture with uncertain returns, and

borrowing heavily (Baird & Thomas, 1985: Lumpkin & Dess. 2001). The risk taking
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of the firm reflects the willingness to break away from the tried-and-true and

venturing into the unknown. This also shows that the risk taker firm’s determination to

seize business opportunities by venturing into new markets even it the uncertainty is

high, with uncertain outcomes (Wiklund & Shepherd. 2005). c\z

The willingness to venture into the unknown despite having |# 1owledge

about the possible outcome is exemplified by investing in unproyven gchnologies or

entering untested markets, borrowing heavily or committing twncial liabilities.

This initiative is important to achieve organizational olygetheS ( a'rd Thomas,

1985: Covin & Slevin, 1991). Prior research suggests t
did not perceive their action as risky (Simon et a
significantly reducing the uncertainty througlc)wch and
249). Yet, risk taking is considered as oh‘ thw '

(Lumpkin et al., 2010). The list of pr

depicted in Table 3-12.

Table 3-12: Ri _ ;1;;; Definit]

Author

Certo et al. (2009:321)

' y

nany gntre r?lel&ither
%

) Q : Cti% nly after

T
nnilﬁhide. 2000:

X

Wen Qal characteristics
?s gudy hmtfe\)'rs on risk taking are
! o %' o
RN
N

N

’

bW¥revious Researchers

—d &

\eﬁnii

on %

refdsy to a firm’'s tendency to engage In
IS Ja]*o_' and managerial preferences for bold
aut

apted form Miller,1983).

E ops actions 1 order to achieve firm

tak e refers to a willingness to commit resources
to pr@tsﬁ ideas, or processes whose outcomes are
uncertain and for which the cost of failure would be

high.

Risk-taking - Making decisions and taking action
without certain knowledge of probable outcomes: some
undertakings may also involve making substantial
resource commitments in the process of venturing

| forward.
Ferreira & Azevedo | Risk taking — measuring the extent to which individuals
(2010:82) | differ in their willingness to take risk is contentious.

Hameed & Al (2011:103)

Risk-taking 1s regarded as a tendency towards high
return initiatives under the probability of failure.

Huang & Wang (2011:564)

i

Risk-taking means an organization pursues an
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Author

| Definitions

entrepreneurial opportunity without regarding the
resources It may have or may not have.

Kraus et al. (2012:166)

Risk-taking is often used to describe the uncertainty that

follows from behaving entrepreneurially.
Entrepreneurial  behaviour involves i@ a

significant proportion of resources to a prc'e Nrone to

Kreiser (2011:1027)

failure.

Risk taking refers to the degree to whid&mpanies are
willing to make large resource comgmgnents with a
reasonable chance of failure and uncert®jn outcomes.

Lofsten & Lindelof | The risk-taking dimension referswe willingness of

(2005:726)

management to commit
opportunities in the face of ur

sigvnt resources to
amnty.

Lumpkin & Dess (2001:431)

0 takg !)o] hctions such
as venturing into unknoywn 1 nfjarkeS¥Cemigiliting a

large portion of resour 0 vefture \'/13@3 certain

Risk taking means a ten

Lyon et al. (2000:1056)

|'

outcomes, and/or bor ng heavi
y a

Risk taking consishgusi c&iv\{; . chxé-borrowing
heavily, commitgng & high®™sgrdentag XTI resources to

Miller & Friesen (1978:923)

projects with u N outc) | aniatering unknown
| markets. %5 _
Risk taking refcm t V‘.Qd &thch managers are
Ak c la%ﬁi Aesource commitments
* which hdve iﬁasonable chance for a

e

Morris et al. (2008:62)

Ves Q?willingness to pursue

. . t : ..' _
p%unitie th lha$ a reasonable likelthood of
&N Cin logfes significant  performance

| Morris et al. (2011:949)

Rauch et al. (2009:263)

ik

> S
corPrns the willingness to commit
N res@wes to uncertain projects where

aking
’!11* nknown and there is a potential for

heaninkful Iﬁ?s

Rigl _taking™Mnvolves taking bold actions by venturing
* ¥~ unknown, borrowing heavily, and/or

comm&b g significant resources to ventures In
uncertain environments.

S

' Short et al. 4g089w! 4)

Risk taking generally refers to bold actions taken in the
face of uncertainty.

| Walten®006:549).

Risk taking reflects a firm’s proclivity to support
projects in which the expected returns are uncertain.

3.6 The Measurement of Entrepreneurial Orientation

The entrepreneurial orientation scale was initially developed by Khandwalla

(1977), Miller and Friesen (1982) and Miller (1983). Most of the researchers credited
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Miller on the development of entrepreneurial orientation measurement. Miller’s idea
was derived from the work of Khandwalla (1977), Mintzberg (1973), Collins and
Moore (1970), Normann (1971), Shapero (1975) and others. Afterwards, Covin and

Slevin (1989), and Covin and Covin (1990) further refined the scale. ltng

Miller and Friesen (1982) were concerned about three things, firstly; p%ct-market

innovation which measures whether they are innovative in terms of tN numbers and

novelty of the new products and services, and the new markets t Ttered Secondly,

h re

first to introduce new products, technologies, admlms&fe teclniq
Lastly, for risk taking, the question i1s whether the

risky resource commitments (Miller & Friese

proactiveness is related to whether the firm is a leader or y are the

5 an&' thers.

th and has
Y'

was widely

used by numerous researchers and scholars s

(1999), Wiklund and Sheperd (2005),

(2009). These scales were further a

five new items to the earlier s%z

capture aspects of the con &h&th
| the ss of innovation. Thus, two items in

example, the prior scale@q \ui 7 G
u@e to design its own unique process and

iInnovativeness mclE
methods and | vo r of experlm tion and original approaches to problem

solving. For p?\
tendeno

endmg these scales were to

ided in the previous scales. For

lveness, one item added which 1s whether the firm has a strong

the first in introducing novel ideas or products. Lastly, for risk taking,
two items were added which are organizational analysis and decision making
processes.

Until recently, numerous authors used different number of items to capture

entrepreneurial orientation. The number ol items used to tap the three entrepreneurial
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orientation dimensions varies from six to fourteen. Some researchers used the original
semantic differential statements response format initiated by Covin and Slevin (1989)
while the rest used the converted Likert scale.

Yet, there are some researchers, who developed their own entE Nzurial

orientation scales such as Smart and Conant (1994), and Hughes and M%n (2007).

However these scales are seldom used by other researchers. The iajority of the

researchers use ones by Covin and Slevin (1989), Miller @and Lumpkin

(1996:1998) which was discussed betore.

'l
Recently, researchers found that entlepren#onen tio c‘an@)E(.) be
:

captured using secondary data. This is particularly

ford!

@e indicators used to
Q"

Mousa and Wales (2012) and Zahraa
measure innovativeness are the resear n ost or R & D (Miller &

Breton-Miller, 2011; Zahra &@) 20

number of total products (KN& @012{0
than their competitors @luc ahd Y desg,ge%}earch and development, i1s, broadly
defined, and tend t refmlov“ (qé'{er & Breton-Miller, 2011: 1061). Thus,
Miller and Br to%ler (2011) R & D to sales ratio to capture the

innovativene@ne firm. However, a limitation of the R & D measure is that 1t does

not inggrpoMpe innovations reflected by expenditures on new forms of organization,

Le & O’Neill, 2003) and

rms that invest more abundantly

training programs, market research, or for mines prospecting, which is a routine
function. Thus, these activities could not be assessed. Moreover, where R&D 1s so
minimal as to be “not material to decision making,” there 1s no statutory requirement

to report it. Thus, while firms that do not report R&D are assumed to have a very low
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level of expenditure, they cannot be assumed strictly to have zero level expenditure
(Miller & Breton-Miller, 2011: 1064). However, in Malaysia. the R & D investments

by the enterprises have been significantly lower than their counterparts from

developed countries. For instance, the business expenditure on R&D ENZM In

Malaysia in 2003 was merely $USI18.06 compared to Sweden (SUXSRS.83), Japan

($US725.22), the USA ($US673.81), Singapore ($U8285.43Y§0uth Korea

($US254.18) and Taiwan ($US193.43) (Aniza et al., 2008). YN

111deertising
M. .

(Zahra & Garvis, 2000) and the short term aggregateémnem rac 0

For proactiveness, the objective measure used w

eachg¢ar

using the percentage of profits reinvested in the cogpat

in the same industry (Miller & Breton-Miller, 281 :

using the fluctuations that a firm experienc

firms in its industry (Miller & Breton-
in the prospectus (Mousa & Wales,

Early research on entre‘relﬁ 1al 01"‘;
innovativeness, proactivengsSgand ri';

and work together wi Wh tlle ilt—(’@
s

T upprted by many researches, with its validity
i o
to be sa isfacte{y. However, since the work of Lumpkin and

\CO

it empirical studies also suggested that the three dimensions of

N
ntaoi @zed that the three elements.

perationalized as one construct

Slevin. 1989: Covin et al., 2004;

Wiklund & Shepherds s

and reliability repgut
Dess (1996) &

entreprencWgal¥orientation vary from one another and each shown to have difterent

relationships with firm performance. Some of them are positively related and others
were negatively related to firm performance (Kreiser et al., 2002b: Lumpkin & Dess,
2001; Rauch et al., 2009). Subsequently, it is essential to conduct research using the

different constructs of entrepreneurial orientation dimensions because they may each
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possess different relationships with firm performance (Kreiser et al, 2002a). Thus, n
this research. the three dimensions were used as separate construct.

3.7 Corporate Venturing Background and Definition

Corporate venturing is one of the two major categories ofﬁ&;mate

entrepreneurship enacted and controlled by the larger corporation ( atg , 2007).

The large and established firms usually use corporate venturing tmpete in this

globalized, shortened product life-cycle and turbulent business: nments. Using a

1 ole regponsive to

market changes, enabling them to capture the customersgprefcrendes (Ign; ef’ Q\Rl' 1).
O
ItNgorpopate el ep:‘zgrcurship or

labelled as “intrapreneuring” by Gifford Pi%zdu e f

X
lrm@ess & Lumpkin,

new innovative business model development makes these Mri

The corporate venture is always associated w po

hat 1t 1s an

entrepreneurial effort to create new business t;n exIstin

AN
2005). Peters and Hisrich (1986) also 4y2g t%cl:l \'iapéeurship has a similar
f ‘“
concept to corporate venturing. COIN VN rep}gﬂnts one of the corporate
N
entrepreneurship’s componen 1 H ,ll@ that emphasize the creation
of new business inside or siing %nization (Sharma & Chrisman,

&
N
1999), . c(-’

r@f corporate venturing does not use any

v
standardized tert gudi by prior resecﬁers and scholars. Corporate venturing terms
al N

appeared In Mement literature 1n the 1970s (King, 2010) with various terms and

Just like co

definitionascd to describe the creation of new business inside or outside the firm,
such as “new business venturing” (Stopford & Baden-Fuller, 1994), “venturing”

(Hornsby et al., 1993; Zahra, 1996) and “corporate venture capital” (Dushnitsky &

Lenox. 2006; Yang et al., 2009). Fundamentally, corporate venturing involves the
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efforts of large and well-established organizations in creating or adding new

businesses to the firm.

Table 3-13 illustrates the list of suggested definitions on corporate venturing
which leads to the conclusion that corporate venturing i1s the firm’s efforts NY'V'M‘?S
that lead to the creation of new businesses. This new business is | bnside or
outside existing parent corporations. However, researchers have det??whether the

new business creation could relate to the current products or s produced by the

parent company. Some argued that corporate venturing inveI s nwmess units

producing new products or services and thus require ggsources fsuc a' €@Tnent,

ilage 99, Ellg& Taylor,
V

veq@x.g does not

people, and knowledge (Biggadike, 1979; Block &

1987). In contrast, other researchers stated%zco

necessarily have to produce novel productsNalces to tk

¢

involve the extension of the existing b 9@ oa
N
Similarly, research on gdrpo¥gte verturi ill@es that researchers are still
'
unclear and inconsistent ab@Ichelri otcal i
The early stages of ¢ mt ven

&
Qutework (Narayanan et al., 2009).
lnd erpay“corporate venturing (Ginsberg & Hay,

Zahra, 1996).

venturing, which a

.

corporate VGEN l.e. cooperative corporate venturing or joint corporate venturing or
cor

1994: Sharma &Es £ , 1999). ﬁlo.@, ecently, research uncovered another form of
\

porate venturing (Covin & Miles, 2007; Morris et al., 2008) although

collabora

its concept and definition is actually similar to external corporate venturing. In
practice, these three types of corporate venturing developed by established firms are
through single venturing mode, any two venturing modes or all three venturing modes

(Morris et al., 2008). Most of the researchers usually recognize two types of corporate
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venturing which is internal and external corporate venturing because cooperative
corporate venturing can be basically subsumed under external corporate venturing.
Thus, for the purpose of this study, the terms internal and external corporate venturing

will be used and further explained in the next section. \z

The evolution of corporate venturing history is presented | m 3-14.

Originating in the 1950s, the venture capital industry was one of ¢ reneurship

strategies spreading across the USA and developing in Europe:ﬂ%sian financial
centres. Internal venture capital started in the 1960s in USA : 20('2) but the rise

of the B2B (business-to-business) and B2C (businesgto-custo er)\q

online transactions, jeopardized the venture capitalist™

2001. the succession of the dot.com marketplaag, fell¥sh

took place where mergers, acquisitions an 3usme

ac{Mties were seen as the

N

hereNQrere increasing numbers of

N

\Qgrams, for example the Baxter,

among others that

ventures (Battistiﬁ &

s SOL3T, T{e cgf)orate venturing activities were not only
\

limited to ce Nocations or industries but rather, diversified industrial sectors.

widened ¢ aphical regions, and expanded into emerging markets (Ernst & Young,

2012). For further details, the following subsections presented the definition and

background of the each of the corporate venturing dimensions.
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3.7.1 Internal Corporate Venturing

Internal corporate venturing happens when new businesses are created and

owned by the corporation. Usually these businesses are located within the corporate

structure but, sometimes it can be located outside the firm and operat&g;emi_

autonomous entities (Sharma & Christman, 1999; Morris et al., 2008). ’ k c; ation of

internal corporate venturing 1s attributed to major new products, devWent of new

tiwprojects (Block

'1as Its roots in

markets, commercialization of new technology, and major inn

& MacMillan, 1993). The definition of internal corporate n

von Hippel's (1977) empirical research that internal cogpora

aspects involved in generating a new product until it |

an individual or groups within an organization. §his

manager of the new venture. \)
For internal corporate venturin %‘eso ,
eEl. ;

incubation and innovation (Narayana\ , 20

ets. 40rp afe turing and innovations iIn

products or entrance Into nec maLk

entrepreneurial orientation &two
£ re@d to innovation, these innovation

S

¢
copduqed b \(bé organization itself. The innovation in

b
corﬁ}g In terms of activities. Even

though corporate ventu

activities are not ne
ht’fr@' external sources (Veugelers & Cassiman,

corporate ventur's %ﬂ
N

1999). Con N the innovation dimension in entrepreneurial orientation is
condm@ e company itself and is initiated by the management team of the firm.
Other than that, the corporate venturing activities emphasize heavily on the pursuit of

and entering a new business by creating new business ventures. Innovation in

entrepreneurial firms also emphasizes the creation of new products, services,

technologies, administrative techniques and new methods within an existing
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organization (Antoncic & Hisrich, 2001). Entrepreneurial efforts are crucial to ensure
that internal corporate venturing i1s a success because it highly depends on internal
development.

Internal corporate venturing receives funding directly from @em
company’s budget and requires the commitment from the managemenm n terms

of autonomy, the parent company has two choices, first, to give Womy to the

Wer independent

! olive or internal

ventures within a project organization or secondly, creati

organizational units (Reimsbach & Hauschild, 2012). The pr

corporate venturing manifestation in a large firm is

opportunities by the top management (Burgelman & Vam

3.7.2 External Corporate Venturing \}
External corporate venturing is OPPM;

Internal
it is an entrepreneurial activity that acq;%r mA’ Te\@smess that has been

&dled outside the parent

1 2008). The objectives of

por te) venturing in that

created by others. These new ve are

external corporate venturi%c:lu e i
" S | ' .

outside the firm’s boun

company’s boundaries (Lai et

plontmg business opportunities

F“F_)U internationally (Keil, 2002). These
'

\ﬁlles and nnovative start-up firms. It is

nnova@' companies as they are the “window on

S
technology” 4dMgkhin et al., 2011: Benson & Ziedonis, 2009: Reimsbach &

Hauschild S

expertise and competencies may not be possible to be developed internally, thus by

external businesses

important to invg % |

highly

) and have access to radically new technologies (Teng, 2007). The

acquiring high technology firms, the large firms can obtain a new business model or
innovation that is initiated by the innovative start-up (McGrath, 1997; Teng, 2007).

This strategy can create alertness towards technological changes and anticipation of
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forthcoming technological trends and hence, bring a firm ahead of its competitors
(Reimsbach & Hauschild, 2012).

In other words, the presence of investment intermediation is part of external

corporate venturing activities. It includes direct investment of capital b &c reer
Ur :

firm in the start-up business or smaller firms and indirect corporate v Mg where

the larger firm finances or acts as a financial mediator between the coWnon and the

m‘g to Miles and

entrepreneurial ventures in which the investments are made. A

corporation of due diligence assessments; and (&g suf¥ect

market-based assessments. Past examplN )

investments include Exxon, General

@ AT&T. Currently.,

corporations such as Protector and R le, L BMA d Nortel Networks are
among the major venture capltac gms (N’lles 7002)

In external venturinéy the 1" ally : (585 external resources such as

re ¢apital (Zahra & Hayton, 2008). The

2 9

ﬁa&tablished firms to gain access to their

acquisitions involve
1er d% veries (Narayanan et al., 2009). Next, the

iInnovations. tech w
S

smincludes the arrangements between two or more firms to achieve

acquisitions, alliances a

alliance’s act

organizat esources by sharing resources and skills. Examples of alliances are
joint ventures, marketing or product development partnerships, and technology
licensing (Zahra & Hayton, 2008). A joint venture is the creation of a new firm by two

or more existing companies and/or commercializes new technologies or builds various

organizational skills such as R & D, marketing or production (Narayanan et al.,2009).
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The reasons for companies to embark on joint ventures are because they can spread

business risks, speed up the start-up process, and overcome the incapability to initiate

internal venturing (Kambil et al., 2000).

Licensing can be obtained by paying a fee to gain access to other Ngnies"

knowledge, innovations, technologies or patents, and discoveries (N% n et al.,

2009: Zahra et al., 2005). Franchising is one of the licensing foman.. 2003).

Lastly, corporate venture capital refers to equity investments 1

start-ups (Narayanan et al. 2009: 59). Figure 3-4 summarizes $h

examples of the corporate venturing.

@
N
Table 3-13: List of Suggested Definitions Corgorate elltvuz'i'ng

iIncumbents in

;p@ﬁtions and
Y-

Author(s)

Suggested Definition

Von  Hippel
(1977:163)

N S_
eks{go generate new |
It r@des through the

Corporate venturing 1S ai %
businesses for the corpoN |

establishment of externalgr interng

| Biggadike
(1979:104)

éﬂture_s.
‘Wdrketing a product or

service that the paren Mpre®eusly marketed and that
requires the parent (N h ned ¥quipment or new people

A corporate venture 1S

(1987:528)

Ellis & Taylor |

- 1. 4 ¥, C(
or new knowledge! , _ N |
Corporate Vv : wasj pofftula to pursue a strategy of

unrelatedness to esa{ pfitdede o adopt the structure of an
independel \‘it arnd ™G involw&”a process of assembling and

! QuIess.

Venkataraman

et al.
(1992:488)

(i%](members of an existing firm bring
harkets which do not currently exist
'm.

INto

confl un&vel :
| Venturc h s theppr

Block &
MacMillan

(1993:14)

S

|

enture when it (a) involves an activity new
organization, 1s nitiated or conducted internally, (c)
Invelves signiﬁcantﬁ’\ ngher risk of failure or large losses than the
Woeanization’s base business, (d) 1s characterized by greater
uncertainty than the base business. (e) will be managed separately at |
some time during its life, (f) 1s undertaken for the purpose of
increasing sales, profit, productivity, or quality.

Baden-Fuller
1 (1994: 522)

Homsby, et | Venture may be applied to the development of new business
al. (1993:30) | endeavors within the corporate framework.
Stopford & New Business Venturing occurs when individuals and small teams

form entrepreneurial groups inside an organization capable of
| persuading others to alter their behavior, thus influencing the creation
of new corporate resources.

|Lahra | |Venturing means

that the firm will enter new businesses by
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Author(s)

J Suggested Definition

T

(1992

171))

expanding operations in existing or new markets.

Sharma &
Chrisman

(1999

19)

Corporate venturing refers to corporate entrepreneurial efforts that
lead to the creation of new business organizations within the
corporate organization. They may follow from or lead to innovations
that exploit new markets, or new products offerings, or botTEse

venturing efforts may or may not lead to the formatiOwoO¥ new
organizational units that are distinct from existing pzational

units in a structural sense (e.g.. a new division).

Naray

anan ¢t

al. (2009:59)

€ms, processes
(asting or new
' means.

Corporate venturing is the set of organizational sy
and practices that focus on creating businesses In
fields, markets or industries-using internal and exWg

Source: Adapted and modified from Sharm hrisman (1999)

Year Events : \3'

1950s Venture capital industry develops rapi ylls,ﬁgﬁevel()p
in European and Asian financial centres. %

| 1958 American Research & Developmen N (egpanonumental
return on the start-up financing i "N 1aker Digital
Equipment Corporation; achje 1zeg rate of return of
130%. oM

[ 19605 Companies start setting ugPtheit &knture funds, mainly
in the USA N

1960s  and | Technology fuels inteﬁ ' Q Valley and academic |

1970s centers like Stanf‘mN cam@ Ysynonymous with new
technology; ventur tal Firmg JocugNnvestment on start-up and
expanding techolge ompiies A edrl@uccesses include Intel, Apple
Computer, Lotus DgvelQpidfepisfing &gderal Express; venture capital |
comes to be ﬁ.gst ' us \&_f%(echno]ogy Finance.

1970s  and | Xerox Par€. Qe Pal Re_siq) h Center of Xerox Corporation.

1980s invents \0 e%],mg technology of the decade — from
the G %phi al riice that Apple made famous) to the
Ethe e higl-spge rea network that links millions of PCs —
but4g colﬁl iplizg them. |

1 1972/3: | on following opNgPisis sends the stock market into decline and
Oty puts an end tONhe prospects for new public offerings.
| Mid-1970s “NdMnost one quarter of Fortune 500 firms have now tried their hand at
N, corporate venturing ) _

1984 (ohlberg. Kravis & Roberts finances the $25bn leveraged buy-out of
RJR Nabisco. with debt from the junk-bond house Drexel
BurnhamLambert (West Coast office headed by the infamous Michael

| | Milken).

1987 “*Wall Street™". the movie. Gordon Gecko. the callous financial buyer
(Michael Douglas) takes over companies to sell off their assets, at the
expense of blue-collar jobs: tells his fictional shareholders **Greed is

i | good. _ _
1985 Venture Economics starts coiiecting the data to calculate the return on
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| [.ate 1990s

| Year | Events
venture capital investments in the USA.

Late 1980s | Collapse of communism unleashes market forces in Eastern Europe
and the former Soviet Union: a rush of Western capital into the
economies of Poland, Hungary. Czechoslovakia and Russia mops up
some of the best investment opportunities: increased liquiditT«es
raising money much easier, allowing local entrepreneurs t new

| opportunities é

1985 Gifford Pinchot coins the term “‘intrapreneur’” to deas@ibe~in-house

| entrepreneurial behavior. =

| 1987 Stock market crash again flattens the market for new m offerings.

[Late 1980s Rosabeth Moss Kanter. the management guru. fivdg pigns that high-
tech companies encourage entrepreneurship am nployees; carries
outmatch of her research among large US z h companies like
General Electric and Hewlett Packard. haW | 0‘000 ompanies
now use electronic data interchange.

1989 | Tim Berners-Lee invents the World Wid % "\)*

[ 1990s " Academic centers of excellence in Sptuﬁ. up: for
example Babson College and the | Jn LLJRUSA the
l.ondon Business School, UK: and e.oJY~conjunction
with 31, the venture capital cgm seié\p a research
center in entrepreneurial m Sﬁu: Its campus In
Singapore makes it possible 0 comparan 1es of enterprise
culture in Asia Pacific andQigstern n(\RE.M &‘5

199 ] | Cisco Systems, the d TKIN 01@11;’ launches Cisco
Connection Online % ! a vendors, partners and
customers.

1994 Jeff Bezos foundg th me, azon.com.

1995 | Michael Hagen hae MgIN und VerticalNet. to operate

| industry speCI 1c ondfhe cagfi ICy.

1996 Cisco adds gh 01dd1|n 0 CC%makmL It one of the first private |
B2B (busi w-bushessPexchaliges.

1997 | - eprhl \ fonitor starts: first systematic su;dy to

Na nt@reneurial behavior between countries:
~Petwpen 21 academic institutions across the
don ﬁeue USA. and the London Business
UK study coi fc?yis that entrepreneurship is strongly associated
ith economic growth.

1l Gompers and Josh Lerner of Harvard Business School analyze the
cecord of corporate venturing programs and separate the cyclical
factors like the effect of the stock markets. from the management
issues, like difference in pay for corporate venture managers and
private venture e capitalists.

Big shake-out from August onwards.

1999 | B2C (business-to-consumer) wobble starts. B2B seen as the real way
to make money for investors, as $85bn in B2B transactions take place
online.

2000 | B2B bubble starts to pop in March. Hi-tech bubble bursts around May: |

venture capitalists retreat, dot.com marketplaces postpone IPOs.

— =
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Year | Events

2001 A succession of dot.com marketplaces fail, merge or adapt to new
business model.

Source: King (2002:19-21)

L

Figure 3-4: Summary of the Types and Examples of the Corporate Venturin T ysdy)
Activities

| Internal CV
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3.8  Organizational Structure KWgoun

The 015dmzal|0nal stru Q vital l’ CVEY[O
' :glds

l:@gﬁess activities that facilitate the

zatlon to control employees

and to ensure that efforts ’11 hani el‘

achievement of 01;_,,,21111 101

‘axzﬁf. 1988 Katsikea et al.. 2011).

L@ﬂlure must be in place to ensure that the

Therefore, an dppm@z
objectives of the m

Oreamz

- {¥h performance. are met.

"

wnal structures have been defined in many ways. Among these

definitiol ide the idea that *whether formally or informally defined. it has two
aspects. [T includes. first, the lines of authority and communication between the
different administrative offices and ofticers and, second. the information and data that

flow. through these lines of communication and authority” (Chandler, 1962:14).

Chandler (1962) divided the organization structure into two types: formal and




informal and has two characteristics; the lines of authority and communication and the
flow of the information and data in the organization. This definition 1s augmented by

Thompson (1967) and Covin and Slevin (1990) who stated that the organizational

structure is the arrangement of workflow, the pattern ot relationships, autl&iz and

communication. Other than that, the structure 1s used as power alma., tasks,

channels collaboration, and prescribes levels of formality and con?ﬂty (Bower,

' MS roles such as

'mellt., for example

Afdre vs..\g;'

NS "3.
' g“th ndur@s llocation of
&

Canigahons to conduct.

& 1982: 81). Thi

. Qiean, 2: . This

. QO

definition has clearly defined the funﬁ& nd pUNRQJ ofﬁﬁlorganizational structure.
N

It can be concluded that the ore nizz'onal x’ruct rq i@?design of an administration

4 g
% %{}Jork roles are used as a control

1970). The organizational structure can also be detined accord

the tools to assign job responsibilities according to the

production. finance, marketing, administration, and so @ (

& Nathanson, 1978).

of the organization where U formah

iulgﬁ{rough the efficient placement of

ng/departmentalization.. centralization of

mechanism to ensure

S

Rl

employees. It condgl
authority, con

5t sgecigl
Al
1p5’i coordin tion,%@ﬁdardization. formalization and ftlexibility

\

(Farhanghi e 013).

scholars have classified the organizational structure into two
continuums. First. Burns and Stalker (1961), proposed the mechanistic versus organic
type of organizational structure. Prior to this. Weber's classic theory suggested that

only one type of organizational structure can be used in all forms of organization; the

bureaucratic organization or formal structure where there are clear rules and
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regulations, reporting channels, availability of job descriptions, and hierarchy.
According to Weber (1947), this formal structure is better in terms of greater

accuracy, faster decision making, task knowledge, and minimizing mistakes and

reducing ambiguity. However, Burns and Stalker (1967) disagreed and acw z g to

them, organizational structure and firm performance have a contingew; ionship;

mechanistic or bureaucratic form is more appropriate in a stable emment while

organic is conducive in a dynamic environment. The mechanisty \ﬁreaucratic type

has more managerial or hierarchical levels, higher centralizal§o™y rd formal rules, a
on “ver@cal gunst

narrower control range, and a greater dependenc

communication. In contrast, organic or adaptive stfgturespafe |

\nd @gal mode of

To@z Carroll, 1976).
@in the next section.

& -
orng ersus informal., which 1s

decentralized, have less formal rules, a wideWCl

instruction in communication (Hage, 1980; Ngan¥ et al, 20

The mechanistic and organic continuumd4gT i};a%
| Y
ru '

The second type of organizatm tructul

initiated by Chandler (1962).Chis
{

mechanistic-organic firm &’wl‘e af .
formal structures have tMl \;e

inflexible (Menguc @ , 2410 ﬁéurage formalization in work practices.
&y fyls
Among the charﬁte tics of formal gthuctures are the availability of formality on

\CO

paper about 4™ work procedures, policies, and routines to define how tasks are

accom@

charts, performance measures, plans, and strategies (Hage, 1980). These standardized

N

the llﬂost | ucture and draws from the

)
sed g,l urns and Stalker (1961). The
&

€ jhe @chanistic type which 1s stricter and

IMiller & Friesen, 1984). Besides, there are formal organizational

rules constrain the flexibility of the employees (Homburg & Furst, 2005) as the rigid
work practices inhibit the employees’ creativity. Departmentalization is also one of

the examples in a formal structure (Ansotf & Bradenburg, 1971). Usually



84

departmentalization is carried out according to the functional. divisional. hybrid
(Duncan, 1979), and matrix categories (Lawrence et al.. 1977).

In contrast, informal structures are similar to organic structures which are more
flexible and fluid (Menguc & Auh, 2010) and less formal in their wor%m es. The
advantage of informal structures is that it is more adaptable for cre&: risk taking

and experiment in the organization because of the decentralized deg (sion making and

 afe tQ? division. and
@

ibution ot t I\f a@gctivities,
o T X

less formal rules of the organization.

The important elements in organizational str

coordination mechanisms. Work division is the dig

while the coordination mechanisms involve %

(Meijaard et al., 2005).

There are at least eight dimension

previous studies; centralization, iﬁecna@atlon or complexity or
Y Q%

-&adltlonallsm coordination or

ty\
1e§

structural differentiation. standar

integration and hierarchy %K:ne s 15 (Claver-Cortés et al., 2012:
&

Gosselin, 1997; John & ’@n , 1964; Lee & Yang, 2010; Lysonski
‘</

et al.. 1995: Pugh e} Nf)  RObpirks. d893: Willem & Buelens. 2009). However.,

' nens v} &

@ed by previous researchers that represent the
undations of C%JE;mzatlonal design which are centralization,

there are three

most importas '

formaliza \.,and specialization (Adria & Chowdhury, 2004: Olsen et al., 2005:

MiQ

Thompson. 1967; Willem et al.. 2007).

roge, 1986: Perrow, 1967: Pugh & Hinings, 1976; Robbins, 1993:

Centralization can be defined as the distribution of power in an organization
(Adria & Chowdhury, 2004). This means that greater centralization happens when the

top management or higher levels of the firm have a higher proportion in the
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distribution of authority. An example of authority includes decision making powers.
Similar definitions of centralization come from Hage (1967) who stated that

centralization is the degree to which the locus of decision making is located at the top

level in an organization, in other words; the lower level in an organizaﬁ' &ipate

less in decision making.

Formalization refers to the degree to which employee rolegwere defined by

&)

various formal documents such as job descriptions, 01'ganizatTcharts., Information

m nn%Daﬁ. 2009).

s are clearl d?ci@med and

booklets, policy manuals and other written procedure

In other words, the daily business operations and acti

executed according to formal rules, policies an A & Shocum, 1977;

Michaels et al.. 1996). The rules and regyldNegu as t&\s to control the

business process, act as guidelines andN ertion (Ramamurthy,
1990). Besides, formalization ensures§ D IS

staff because formalization can be uSag to,

rabgity iu;he job assigned to each
&

behavior (Jaworski, 1988). %: r

Standardization age™ ali#an\re yle

¢ and shape the employees’
For example, Gosseli 07) peters "loruguzation as the degree to which jobs are
] 9, |
rdy lonysets @\fn how the employees work and prescribe

standardized. Thz %
:

the ppocedurm they must follo@vmle formalization refers to the job descriptions

y associated (Dalton et al., 1980).

of the emploYeec? (Dalton et al., 1980).

Sp¥mialization or complexity or structural difterentiation refers to the division
of labor within the organization, the distribution of otficial duties among a number of
positions (Pugh et al., 1965: 72). Examples of divisions in an organization are the
advertising department, market research, human resources, quality control,

maintenance. and others (Reimann, 1974). The employees are divided among these
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departments according to their expertise, tasks and activities. The level of complexity
in an organization can be seen in the degree of vertical, horizontal and spatial

differentiation (Claver-Cortés et al., 2012). An example of complexity is the

horizontal differentiation which is characterised by a high degree ot mton. The

oreater the specialization, the higher the proportion of *specialists’ Aorganization,

thus, channelling their expertise and efforts to the organization. Rey are experts in

S

their fields and usually given substantial authority to actthordance with the

changes in the business environment (Olsen et al., 200 l\d

Coordination can be defined as the organiz

2

Qnal prpces uringgx-e firm’s
/

for@ as planned

é‘lon dimension is

e ante
h i@ctivities of separate

ro@a formal coordination

(Martinez & Jarillo, 1989; Willem & Bue

similar to coordination, which involves “thc%g

Eéﬁ |

mechanism” (Lee & Grover, 2008 192

actors in the organization can

'Qﬁqis important to minimize

: 5’0@[ there is effective collaboration
f &

from all the departments Wr & rm., 198N
&

The hierarchcmns' 3 OF }:ki
. (Thgftofal AImber of hierarchical levels below the chief

Ifferentiation refers to the deepness of
the organizationgl
&) ¢

executive officy in the organizat@ldetermines the deepness of the organizational

Stl’UCtUl‘(@'l organic structure, there are less managerial levels or vertical

diffegenti®on is lower compared to the mechanistic structure (Gosselin, 1997). The

differentiation among depa r divisior

s

following subsections presented the mechanistic-organic continuum that used in this

study.
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Table 3-15: List of the Dimensions of Organizational Structure Identified by

Previous Scholars

Item | Author, Year Dimensions Area of Stuc-_iJv
l. Gosselin (1997) | 1. Decentralization Management Accounting
2. Formalization Y"
) 3. Hierarchy | \
& Lee & Yang | |. Decentralization Management A&D‘ng
(2010) 2. Formalization
3. Hierarchy =
4. Horizontal integration | q
3. Adria & lnformatiow Management
Chowdhury, |
| (2004)
|
Olsen et al.
| (2005) |
| Centralizat '\"r
. Centralization \&
Miller (1987) 2. Formalization ) abl%‘ext book)
3. Specialization &
| Robbins (1993) O |
Studies
| Willem et al. |
(2007) Research
Claver-Cortes
| etal (2012)
| | Reimann (1974) | . | )
4. Pugh et al. | Qgptral2ayon I-Administrati\.ffe Science |
(1965) Nn aljzatign |
%Spe{ial' Kof
%. StaifdarglizAt}
7 C’oal ufati lerarchy
| 6. Traditiongd) | _ _
EN |. Centralizadon Business Research
2. Formalization
3. Specialization
4. Integration , |
6. |. Centralization Marketing
2. Formalization | |
_ | 3. Specialization | _
7. ] Lysonski et al. | 1. Locus of authority Product and Brand
(1995) 2. Participation Management
| 3. Formalization |
4. Specialization B | )
8. Lee & Groover Management Information
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Item | Author, Year | Dimensions Area of Study

| (2000) System

1. Centralization

2. Formalization
Liao et al. | 3. Specialization Business Researc
(2010) 4. Integration
9. | Katsikea et al., | 1. Centralization Business Re
| | (2011) 2. Formalization |
10. | Willem, & | 1. Centralization InformatiomWlanagement
Buelens (2009) | 2. Formalization %
3. Specialization l
4. Integration
Cunningham et | 5. Coordination rgaMzatjona
al. (2001)
| Tsai (2002)
1. | Sollund (2006) | 1. Division of works osmytal g
2. Hierarchy |
3. Communication V Q‘
4. Empowermen %

3.8.1 Mechanistic-Organic Continuujg A\T
R A
This study focuses on the\anist rgfinic g&inuum as proposed by
\ .
Burns and Stalker (1961). The-me¥panistig-orggnic sQucture represents two different
. g ? & S .
continuums in terms of Q 1t tteng f relationship, authority, and
communication (Thom &96 _ Prdi@fc Burns and Stalker (1961), both
¢ f
2.

mechanistic and 0[@(:' ugturep yre @ml for organizations depending on the
| 4
external enwro: gMhere

structure 1S Mcterized by burealcratic authority and more suitable in stable

i

In contrast, the organic type is informal and flexible and more

envir%
appropri in unstable, unpredictable and turbulence external business environments

(Burns & Stalker, 1961; Khandwalla, 1977). It is also proven that the mechanistic and

organic theory of organizational structures is quite durable over the years (Courtright

et al., 1989).
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According to Covin and Slevin (1990: 126). the organizational structure can

take many forms, ranging from highly mechanistic to highly organic. The mechanistic

L L

structure has the characteristics of many formal rules and procedures o ghly

formalized, non-participative, tightly controlled, inflexible, hierarch@ractices

centralized decision making and vertical communication (Khandwalla, |\7 /7). In other

words, as shown in Figure 3-5, the mechanistic structure is h%c formalization,

specialization or complexity and centralization (Robbit m There 1s a tight
X

W, lon making

pyramid organizational structure for the mechanistic st
i
d _{-33-

Miseberg (1979);
Yv

is made by top level management and follows a strict c§Mg of cgnm,

There are three types of mechanistic struc

first, machine bureaucracy where the task is@ St anpecialized. The

O

ugiure as the consistency

A
@\é suitable in stable and

N

ureaucracy which is often

manufacturing based organization alwayg usesW¥hi w '
Em ‘ af

and quality of products are require% |

simple environments. The secor i

found in organizations that cONSS§OT spe?' lisyf 3 Q:’kll trained professionals such as

@al]o sthem to make decisions within their
" )

disciplines. This kin ecPatisy ;tl'u&gre works better in stable but complex
environments. T% tygetof fMechagistic structure is divisionalized bureaucracy

which is a m ween machine a@%rofessional bureaucracy. The management of

universities and hospital

an organ%coordinates by division according to product, location, and client or

opergvidually as machine bureaucracies. The top management at the corporate

level coordinates these dimensions. This type of management is common in large

firms especially for conglomerates. Diversified markets and stable environments are

suitable for this type of structure.
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The organic structure i1s ideal when the firm’s size grows and the environment

becomes more complex and dynamic (Sul & Khan, 2006; Kuratko, 2007). This is

because during uncertain business environments, the decision making mu uick

in order to respond faster to changes than their rivals. The organic stru@ontrasts
with the mechanistic structure in that the formalization, sp&ation, and

specialization is low (Robbins, 1993). The organic structure %Ccterized by the

' aWof authority, open

an g
nd {i

e e O‘I%;zﬁc structure

following: fewer rules or is less formalized, decentra

channels of communication. less division of labor, wi

ong#l, encourage
@

widespread communication within the firm and br

eﬁl]_\ﬁg- of job

scopes (Khandwalla, 1977; Pillai & Meindl, 1 .

must have a flexible network of multi-task'c \Jpg lo

t m@e to perform a
O

variety of tasks (Morand, 1995). \ ,é
There are two categories of pC stflictu Ecc@g to Mintzberg (1979);

&

le sgRCture usually exists in small

the simple structure and the ad
ture gOnsPte of Be or a few at managerial level.

firms where the organization% .

This simple structure e@th bwnds to -@ltrol the employees because of its
" N
e o

simplicity and smal e &ymple structures give freedom to the
t creative and take risks. With this simple

O
employees and t% ourp
Tn . .
structure anK 1tralized decisim;@fakmg‘ it will adapt easily to the dynamic and

L ]

changing%ss environments. The adhocracy type of organic structure is based on

the 0556 and expertise of the staff. This 1s highly decentralized and the

employees work as a team. This team usually consists of skilled personnel that work
together on projects or cross-functional groups. This kind of structure is very

important to encourage continuous innovation and proactive action in this dynamic

and unpredictable environment.



91

According to Burns and Stalker (1961), there are eleven elements that

differentiate mechanistic and organic structures as shown in Table 3-16. The elements

that differentiate between these two continuums are the distribution of tasks, nature of

individual task, who defines the tasks, the scope of task, how the task ¢

t@ce s

ensured, structure of control, authority and communication, locatilvg\knowledgeﬁ

communication mode Instruction and decmon Insistence on lO alt

to internal or external affiliations and expertise.

Table 3-16: Difterences between Mechanistic a

Item | Characteristics

Mechanistic

l. Appropriate
external
environments

Stable conditions

"and attachment

ruct res

r

lllC

g cc’nd&%ns

‘\'

Cha

e

. o |
nature of

% knowledge and
xpe ce to the common

@Ef the concern.

0 trlb

individual task

| are broke
S % L

2. Distribution of | Specialized dl
tasks of functional
the proble
facing a co
3. | Nature of

end ﬁ@ pursue
vements
“than the

{ of the ends

2dth ﬁ “realistic” nature of
I&the

individual task, which
Is seen as set by the total
situation of the concern

_@;.p llatlon for each
level iNN’the hierarchy, of
these distinct performances
by the immediate superiors,
who are also, In turn,
responsible for seeing that
each is relevant in his own
special part of the main

_tasks.

| The  adjustment  and

continual redefinition of
individual tasks through
interaction with others.

| Task scope

| Lo cach functional role.

The precise definition of
rights and obligations and
technical methods attached

[ The shedding ~ of

“responsibility” as a
limited field of rights,

| obligations and methods
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Item | Characteristics Mechanistic Organic
| (problems may not be
posted upwards,
downwards or sideways
as being someone else’s
responsibility). %

6. How is  task | The translation of rights and | The spre\z of
conformance obligations and methods | commitment % ~ the
ensured into the responsibilities of a | concern RVO any

functional position. technical definiMion.

7. | Structure of | Hierarchic  structure  of NetworkT presumed
control. authority | control.  authority,  and | comn#gity¥ot interest.
and communication.
communication

8. | Locating of | Reinforcement  of  the | CANMSCI dee po longer
knowledge hierarchic structure by the ead of the

location of knowledge

actualities exclusively &

top of the hierarchy, w gfal n®uore of the
the final reconciliati WwW may be
distinct ed p@ﬁ‘ere in the
assessment ofr rk«

made. Q

9. Communication A tendencygfor 1 ral rather than a

mode between vemytal  direction  of
concern . ﬁnunication through
between an% e organization,
% communication between
0 people of different rank,
& also. resembling
% consultation rather than
‘{Q | command.

10. | Instruction (gperations | A content of

decisions 1@vior to be | communication which
instructions | consists of information
s issued by |and advice rather than

instructions and decisions.

I 1.

superior%:};
Insisten®’on loyalty to the
concern and obedience to
superiors as a condition of

membership.

Commitment to  the
concern’s tasks and to the
“technological ethos™ of
material progress and
expansion 1s more highly
valued than loyalty and

obedience.

| Attachment to
internal or external
affiliations and
expertise

A greater importance and
prestige attaching to internal
(local) than to general
(cosmopolitan) knowledge.
experience, and sKill.

Importance and prestige
attach to affiliations and

expertise valid in the
industrial and technical
aind cominercial milieux

-
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| Organic

| Item Characteristics Mechanistic |
external to the firm.

Source: Burns and Stalker (1961, 1994)

Figure 3-5: The Characteristics of Mechanistic versus Organic Organizational

Structure Y.
g W Mechanistic

3.9

O

rdance can be achieved

N
a@u & Slevin, 1993). As

RN
_ nce$.n be obtained when the key

when the key variables are correctl

mentioned in contingency theory,

variables such as environmenh '

strategy (Lawence & Lq’%\%‘
argument, this study in&)c\ !

. 28;1 S, organizational structure, and

Chj et§2003) are aligned. Based on this

actor as a moderating variable so as to

J
-

\ » - -
. rstaléﬁ‘lg of the underlying factors of firm
. environment re@ to all elements outside the boundary of the

performance \
Organiziti%h as, industry, government, customers, suppliers, and competitors

achieve greater

(Daft, ™

Organizational theory provides the concept of environmental dynamism,

complexity, and munificence that must be considered when seeking the relationship

between strategies and firm performance (McArthur & Nystrom, 1991). This
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argument has been confirmed by previous studies on organizational theory and
business policy which suggested that context is identified as a crucial element to

mediate the relationship between the firm’s strategies and its performance (Porter.,

1980; Hofer & Schendel, 1978; Pfeffer & Salancik, 1978: Sh 1970).
Environmental factors usually play a key role as contingency varlabl‘ﬁ&;’[o the fact
that businesses have no control or little control over them (Haml:w.& Lee, 1985)

and the strategies must be developed by considering the curre gtion (McArthur &

Nystrom, 1991).

Another reason on why environment was cho

@
@'able In
=\

as a njode tirg
\XTirm’s level

@) Rauch et al.,

this study is because prior researches illustrate s

slnp“‘A cprdin

of entrepreneurship and firm performance t M

(2009) In their meta-analysis, the 75% rule gesKth Mere Q moderators of the

é:n NS
nc tignShi h@h the vast majority of
1V

[ = shlé‘é’tW&& the direct effect of

entrepreneurial orientation an% erfoar‘l ;.m}} !t@s that empirically tested report
i &

that the environment cogy ns ljav mog®ting effect on this relationship.
-‘$

According to past res td il e environmental factors in theorizing

s

entrepreneurial orientation-performa

the findings show that there was a

about the relation J1: Wiklund, 1999: Zahra, 1993a, 1993b).

Besides. entrw&wu 1al orientation

(Covin & :?\]989 Miller & Friesen, 1982; Zahra, 1993b). Thus, it is important to

T

c‘%s/not equally appropriate in all environments

inves@e interaction effects for theoretical and empirical contributions (Rauch,
et al., 2009).

In this study, the environmental dimensions used are dynamism and hostility.

These two dimensions are the most widely used dimensions of the environment in

previous iesearches (Hough & White, 2003, Lumpkin & Dess, 2001, Moicno &
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Casillas. 2008: Wiklund & Shepherd, 2005; Zahra & Garvis, 2000). The strategy.

organizational structure, top management’s decision making-style, and corporate

entrepreneurship have all been found to differ depending on the type of environment a

firm encounters (Wiklund & Shepherd, 2005). Thus, these two dlmﬁ‘l\z were

included in this study. Moreover, dynamism and hostility also infly qw firms’

Wcom petitors.

suppliers and customers (Daft et al., 1988). V

is characterized by the rate of change and innovatiogyin the ifdusy 'alfd\ﬂ'stt) the
unpredictable actions by competitors and custom | 5

Fn?en ]983:
Lawrence & Lorsch, 1967: Burns & Stalkel

everyday operations and goal achievement and includes sectors su

Dynamism, or often called uncertainty, (Miller, 200 % W Ie Friesen, 1983)

market and technology changes (Jaworski

there 1s rapid and discontinuous ch . % Ol

regulation so that information is oft&\ CUIN&” , or obsolete (Eisenhardt

& Bourgeois, 1988:738). The gride gused ,c | 1sm was initiated by Miller
dF (1982) and ‘. d 4 ~

and Friesen and €x &e y /

b: merous researchers (Hameed &

film npeds be more entrepreneurial and the

£
eﬁdhierarchical and less formal in order to

0
fist by fle)
o
seize the opportdgithhnd respdnse 1a{t?r'(Zahra & Covin, 1995). The performance

9
should be IE st for those firms that have an orientation for pursuing new

Ali, 2011). To deal witl

We ANt

organizational struct

opportunMigs Mecause they have a good fit between their strategic orientation and the

environment (Wiklund & Shepherd, 2004).
The second environmental dimension examined in this study was

environmental hostility or unfavourable external forces for a firm's business (Zahra &

Garvis, 2000). Hostility is always regarded as the opposite of munificence (Lumpkin
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& Dess, 2001). According to Khandwalla (1977), the environments are hostile when it
iIs risky. stressful, and dominating. Hostility 1s manifested by the degree of threat to

the firm and characterized by unsafe industry setting, intense competition, and lack of

business opportunities (Covin & Slevin, 1989). Hostile environmental pions
result from radical industry changes, intense regulatory burdens d.k:l on the

industry, or fierce rivalry among competitors (Werner et al.W@. These

unfavourable environmental poses a significant threat to firm walaglty and success

(Jogaratnam, 2002). Thus, the firms must devote scarce C t(@?ing such

an unfavorable environment in order to ensure the ach$ elr %an@onal
goals (Zahra 1993). \3’

ent of

&

| entg corporate
&

The combination of dynamism and h

entrepreneurship dimensions and organic stru® Kthre a@eraction model)
explains variance in large firm performant kl“ A l@ 2004).
| A <$

3.10 Firm Performance \ |

Prior literatures on th%Zure

consensus among the res&NQers
performance. Thus, van‘c\glea

7 f
indicators across diff, udieg (Chla a@ﬁ.y, 1986, Combs et al., 2005; Murphy,
&nanujam,

Trailler & Hill, !9&; enkataraman &\(‘) 1986: Vi) & Bedi, 2012). These

&

riate measures of business

&L
cre @ to tap into business performance

diverse measuréxy affect the corporate entrepreneurship-performance relationship

due to @rent indicators used to assess performance (Lumpkin & Dess, 1996).

This will also lead to variation in theory development (Delmar, 2006). There are three
major types of firm performance measurements that are often used in the studies on
corporate entrepreneurship-performance relationship: growth, financial and non-

fincial. Basically, the proxy for financial measures includes proiitability, revenue,
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ROI. ROE. ROA. and others (Davis et al.. 2010). In contrast, the nonfinancial
measures include the customers’. employees’ and other stakeholders” level of

satisfaction. The overall performance, public image and success ratings by owners or

managers are also used as measures of nonfinancial performance. The ir

firm growth includes the growth in sales, employment, market sha@ assets.

Financial performance and growth are two distinct performance indWs.. each of
which. reveal important and unique information (Wiklund. 200%example, the

1bo1)

N

ra

w
tion &other For

bd obt nf:@ually the relative measure
P 4 4%
ates ‘éef measures are related to the

e@fely correlated with relative measures

%!006 Delmar, LO;&. Storey, 1994; Weinzimmer et al., 1998).
\

relationships with init

(Davidsson & Wik

The most use \(hod of calculation 1s relative measure (Delmar, 2006). The

logarithl@wasure was used to correct skewed distribution, thus fulfilling the

assumption of the normal distribution of residuals (Delmar, 2006: 68). This method is
always used for obtaining a higher fit and better use of the data (Delmar, 2006).
Another issue in the firm performance in corporate entrepreneurship studies is

the measurement period; with past studies using various time frames to monitor the
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effect of corporate entrepreneurship on firm performance. The measurement periods

often used are one year, three years and five years. Although they did not state the

reasons for using the different time frames, this choice should be based on the

objective or problem of the study (Delmar, 2006). Nevertheless, decisigf®

varying measurement periods may be based on the fact that the entreprﬂikri effort

and new venture activities may take time to generate returns to the ﬂrmR *

archers often

eklalaientation
]

ven§ hi)u%Wese
=\

In entrepreneurial orientation-performance relationship

used the firm's growth and financial measurements as g

usually focuses on increasing the firm’s growth and pro

two groups are empirically and theoretically relgted.

differences between them (Combs et al., 20059 F

venturing and high risk projects may be formgrm 3 tll&operdlzmg the

déi yT @ﬁrms with high
L

hiLh pFicé

short-term profits (Rauch et al., 20

Cts a@"have the advantage of

N
sﬁs will enable them to gain

&
’ ahra&Covin, 1995). Consequently, it

p@"ormance indicators. As suggested

)

nd financial performance give a richer

entrepreneurial orientation will be lea

premium market segments and t%z

more profits and allow them and l'a '

Is recommended to use l@m 1510
by Wiklund (1999: 40 tog he?

description of the a ﬁ erformance of N&irm than each does separately.

The ré€ \hshlp between corpmate entrepreneurship and nonfinancial

measure@i satisfaction is less straightforward. According to Rauch et al. (2009),

1§im

‘s

there is a small probability that corporate entrepreneurship and nonfinancial measures
have a positive relationship because this relationship is tenuous. This is due to the fact
that corporate entrepreneurship requires employees to be more proactive, creative,

faster than competitors, take bold initiatives and higher risk taking that may lead to



stress at work, more time In the office, sleepless nights and less satisfaction. On the
other hand, because of better financial performance, their satisfaction may increase.

However, other than satisfaction as a proxy for nonfinancial measures, entrepreneurial

orientation has a positive effect on the increase in the employeei:’\Zale..

collaboration and a creative working environment (Hayton, 20023aC3rporate

entrepreneurship also results in the creation of new business mode]siy Innovative

managers (Altman & Zacharackis, 2003; Hornsby et al., 1993). H?\g’t s reasonable

to assume that corporate entrepreneurship-financial perfori ' 'Iwmr than
entrepreneurial orientation-nonfinancial performance (Raggh et al., 3009 | '(33'

The sources of data on firm performance _are
objective or secondary data and the subjective orfag

obtained from secondary sources such as ani

available for publicly held companies. Th# :1'[ ’: ag% sﬁk for the small firms

“ Q-
to provide actual financial data for reM SO ﬁ‘féed by researchers that

N
objective measures of perfon%zare

mpare to the subjective
measures. However. for nogMeublic

sensitive and conﬁdentitwbnay
Subjective firm perfo%e algp |
& ST
1

ers. ItY

&

compaes, financial performance is

S,
”I};(}utsiders (Dess & Priem, 1995).

tsﬁfn advantages such as offering great

opportunities for mSS ng various pet&Bﬁance measurements such as comparisons

with competit%\d rating the importance of performance measures (Wiklund &

Shepherd, ). The weakness of self-reported data includes the common method

variance issue, social desirability, and memory decay (Rauch et al., 2009). The
subjective measures of firm performance such as the satistaction measure of growth or
performance index as proposed by Gupta and Govindarajan (1984), have been

criticized by Chandler and Hanks (1993), who have questioned the validity of these
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measures (Delmar. 2006). The issues in subjective measures include the differences in

the level and expectation of the performance among respondents. It 1s also dependent

on their knowledge and perceptions of the situation (Delmar, 2006). Since ﬁrm

performance is multidimensional in nature, it 1s advantageous to incorpm u

subjective and objective measures of performance to ensure rehabllltm ahdlty

(Lumpkin & Dess, 1996; Wiklund & Shepherd, 2005).

There is some misunderstanding on the type of measurel odels whether

they are formative or reflective measures. Most resear S u'ne 1t firm

performance is a reflective measure and In assessing{y
consequently, drop the items with low loadings. For for
requirement to assess reliability and validity bectyse deletng
may alter the meaning of the constructs. This\c&ause, In,
indicators form the construct and are not

in sales is not necessarily accompanic®

This is because other than lnrn\%z em
ways such as subcontracting? hanglr ‘

productivity (Delmar, 20@0 EVETN qth r@\e firm performance is a formative

¢
or reflective measure AT 0| th?o JE§S of the study and how the researcher
%@ and the md1 rs that they use. When the measures are

defines firm perfoﬁ

conceptualize \telchangeable they are expected to covary at high level and to

have sin@cedents and consequences, and omitting one of them would not alter

the conceptual domain of the construct, then it is appropriate to model it as a
reflective measure. For example, in this study, as firm performance is divided into two

groups, which is growth and profitability, the ROA and ROS measure the profitability
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of the tfirm and should be correlated. Thus. the retlective measurement model should

be used (Podsakoftt et al.. 2006).

Some researchers used unidimensional firm performance and others used
Ngally

employs a single indicator of firm performance, whereas for multidimﬁ&n al firm

multidimensional firm performance. Unidimensional firm performan

performance the firms used various indicators. However. the use OQ single firm

performance measurement is not advisable as 1t may produc wleading results.

According to Lumpkin and Dess (1996:153). “research tha
dimension or a narrow range of the performance constrt

profitability) may result in misleading descriptivgor

P ::llag
n EA\ % wultidimensional in
Q-

ariou ens, (&f of firm performance

\
na?adtu@& or processes may at times

lmdl dlmumon and unfavourable

(Lumpkin and Dess 1996: 153).

Thus. using multidimensional tnm

performance of the firm. Besides, tirm p

nature and it is valuable to incorpo

(Wiklund, 2006). In addition. %;plen

lcad to favourable outcomgS

outcomes on a ditterer

tpeaﬁaﬂ (Lumpkin & Dess. 1996:153).

nghrhd multidimensional firm performance

Therefore. in this stu

measure are used. \5.
X

3.11 Summa \Thapter 3

pter discusses the definitions, background and dimensions of the
variables under study. The variables used in this study constitute the corporate
entrepreneurship dimensions which are entrepreneurial orientation and corporate
venturing. The entrepreneurial orientation dimensions can be divided into three

categories which arc innovaliveness, proactiveness, and sk taking. Corporaie
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entrepreneurship and start-up entrepreneurship are two ditterent concepts. While
corporate entrepreneurship involves the entrepreneurial etforts of the established and
large firms, start-up entrepreneurship refers more to individual level entrepreneurship.

Second. the organizational structure, which is the mechanistic-organic CO‘ENKL 1S

reanic

also discussed in this chapter. Compared to the mechanistic structur%
structure is less formalized, decentralized and less specialized. Based (w literature.

there are two environmental types that are often used in corpor repreneurship-

performance study, i.e. hostility and dynamism. These two_dulco: he also called

environmental uncertainties. Third, firm performance cafybe measyred

1 1g'm@'ﬁple
IS

erfoghancgl meaQrements

NV
TCI’

variables. Usually there are three major types of firm

&lationship;

often used in studies on corporate entrepreneusjiw n
rforl@ice data can be

orowth, financial and non-financial. The SCNDO

objective or subjective. The next Chapt

f i

hypotheses development.



