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Abstract

In the literature, there are various studies relating positively the entrepreneurial orientation to business
performance. In such studies a great deal of variables have been introduced to measure business performance,
among the variables most accepted by researchers and academics are profit and business growth. Therefore, it is
possible to consider that entrepreneurial orientation plays an essential role in business growth. For that reason,
this paper has the objective to analyse the existing relationship between entrepreneurial orientation and growth,
by using a random sample of 318 small and medium-sixed enterprises in México. The results obtained show that
proactivity, risk taking and innovativeness along with the competitive aggression and autonomy have significant
and positive effects on small and medium-sized enterprises’ growth.
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1. Introduction

From more than two decades, Miller (1983) and Lumpkin & Dess (1996) established the conceptual basis to
carry out research on entrepreneurial orientation, they even became the pioneers in defining, on one side, that
entrepreneurial orientation could be measured by five dimensions: proactivity, risks taking, innovativeness,
competitive aggression and autonomy and on the other hand, the existing relationship between entrepreneurial
orientation and business performance. For that reason, in the current literature there is an increased interest by
researchers, academics and professionals of entrepreneurism about the importance of entrepreneurial orientation
in organisations, mainly in Small and Medium Enterprises (Casillas & Moreno, 2010).

In this sense, various authors have developed studies in which they have considered only some of the five
dimensions to measure entrepreneurial orientation (Lumpkin & Dess, 2001), other researchers have incorporated
new variables external to the organisation (Wiklund, 1999; Zahra & Garvin, 2000; Lumpkin & Dess, 2001;
Wiklund & Shepherd, 2005). Other authors have used different internal variables (Covin & Slevin, 1991; Borch,
Huse & Senneseth, 1999; Baum, Locke & Smith, 2001; Wiklund & Shepherd, 2005), whereas recently others
have focused their studies on certain dimensions of business performance, such as, growth (Moreno & Casillas,
2008; Casillas & Moreno, 2010), which has contributed to the analysis and debate on entrepreneur orientation.

In the current literature, analysis of business growth, essentially in small and medium-sized enterprises (SMEs),
it plays a critical role (Brown, Davidsson, & Wiklund, 2001; Correa, Acosta, Gonzalez, & Medina, 2003;
Littunen & Tohmo, 2003; Delmar, Davidsson, & Gartner, 2003; Moreno & Casillas, 2008; Casillas & Moreno,
2010). There are various reasons for this, among them, first, because firms that achieve greater levels of growth
generally generate more jobs (Birch, Heggerty, & Parsons, 1994; Littunen & Tohmo, 2003). And secondly,
because growth represents one of the most important dimensions of performance and it is commonly associated
with other variables such as profit (Porter, 1980, 1985; Rumelt, 1991).

Additionally, the high level of growth achieved by many firms is associated to the entrepreneur behaviour of
managers (Stevenson & Jarillo, 1990; Brown et al., 2001), because business growth tends to be normally
considered as consequence of proactive behaviour, risks taking and innovativeness in businesses, which as a
result the adoption and implementation of an entrepreneur orientation in firms (Moreno & Casillas, 2008).
Therefore, the existing relationship between entrepreneurial orientation and business growth has been analysed
and discussed in the literature from two different perspectives; first, from a conceptual point of view (Covin &
Slevin, 1991; Lumpkin & Dess, 1996), and second from an empirical perspective (Covin & Slevin, 1989;
Lumpkin & Dess, 2001; Wiklund & Shepherd, 2005).
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Even with some published work in the literature relating entrepreneurial orientation and growth, still exist
various questions to answer and two main limitations (Moreno & Casillas, 2008). In the first place, research
made from a multidimensional perspective of both constructs, through which the performance measurement has
been done with indicators associated with both profit and growth, which are totally contradictors (Delmar et al.,
2003). For this reason, it is important to analyse only entrepreneurial orientation and business growth. In the
second place, diverse authors have considered that the existing relationship between entrepreneurial orientation
and business performance is complex (Wiklund & Shepherd, 2005), so it becomes better to analyse which
performance variables have greater effects on entrepreneurial orientation.

Hence, the main contribution of this empirical research is the analysis of the existing relationship among
entrepreneurial orientation and SMEs’ growth in an emergent country, such as, México. The rest of this paper is
organized in the following order, second section contains the theoretical framework, the previous empirical
studies and this research’ hypotheses; in third section, the research methodology is presented, the sample and the
used variables; and finally, in the fourth section, the results obtained are presented, and in the fifth section, the
main conclusions and discussions are depicted.

2. Method

In the current literature on enterprise and management sciences there are few studies that relate the constructs of
entrepreneurial orientation and business growth, mainly in SMEs (Casillas & Moreno, 2010), and only few
studies published have concluded that entrepreneurial orientation has a positive and significant relationship with
business growth (Covin & Slevin, 1991; Lumpkin & Dess, 1996; Wiklund & Shepherd, 2005; Moreno &
Casillas, 2008). This is mainly because according to some researchers, academics and professionals of
entrepreneurism, growth is an essential element that establishes in high percentage the companies’
entrepreneurial behaviour (Stevenson, 1983; Covin & Slevin, 1991; Brown et al., 2001).

Equally, Covin & Slevin (1991) define the entrepreneurial businesses as those organisations that adopt and
implement strategies that are closely related to development of innovation and growth activities, through its
capabilities and less risk taking. Moreover, Stevenson (1983) and Stevenson & Jarillo (1986, 1990) establish an
existing relationship between entrepreneurial orientation and growth by an entrepreneurial culture that is adopted
by firms. In the same way, Brown et al. (2001) conclude one dimension with the greater impact on
entrepreneurial management in businesses is actually business growth.

Miller (1983) is a pioneer of business entrepreneurism and proposes three important dimensions that differentiate
entrepreneurial firms: 1) proactivity, 2) risk taking, 3) innovativeness, which have been used by various
researchers, academics and entrepreneurial professionals, in both, theoretical and empirical studies (Morris &
Paul, 1987; Covin & Slevin, 1989; Naman & Slevin, 1993; Wiklund & Shepherd, 2005; Moreno & Casillas,
2008; Casillas & Moreno, 2010). Besides, Lumpkin and Dess (1996) later incorporated two more dimensions to
those proposed by Miller (1983): 4) aggressive competence and 5) autonomy. Other authors considering more
than these five dimensions of entrepreneurial orientation, are independent one of the other (Lumpkin & Dess,
1996; Lumpkin, 1998; Wiklund & Shepherd, 2005; Moreno & Casillas, 2008).

One of the five dimensions that integrate entreprenecurial orientation, which have been widely accepted by
different researchers and academics, and that offers a greater positive and significant relationship with business
growth is “proactivity” (Rauch, Wiklund, Frese, & Lumpkin, 2009), mainly because it basically refers to the
advantages offered by effective and efficient use of resources, both technical and human as part of the firm, with
the objective of gaining a high level growth (Lumpink & Dess, 1996). Similarly, in the past, Miller & Friesen
(1978) concluded that proactivity should be an inherent quality of leadership by business managers.

Moreover, Venkataraman (1989) also considered that managers’ proactivity represents new market opportunities
for the firm, because it is commonly related to the development of new products and/or services right before
main competitors and also to the strategic elimination of operations, dismissing the life cycle of products and/or
services created. Likewise, March (1991) concluded from his research that proactivity is closely related to both
market opportunities and to entrepreneurial behaviour that allows businesses to participate in a new niche market
before main competitors. Thus, considering this research information previously established, it is possible to
define the following hypothesis:

H]I: The higher proactivity, the higher business growth

Rauch et al. (2000) define the existing relationship between the second dimension of entrepreneurial orientation,
risk taking, apposite to proactivity, and business growth is not yet clear, because from their research carrying out
a meta-analysis with 37 empirical studies concluded that entrepreneurial orientation and business performance
have weak relationship. However, the skills gained by firms that commonly face risks are pushed to invest on
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what has not necessarily be the objective of improving profits but incrementing the business skills for
diminishing risks, this way, improving their business performance in the long term (Casillas & Moreno, 2010).
In the same way, Lumpkin & Dess (1996) conclude that organisation that have adopted and implemented an
entrepreneurial orientation generally are considered high risks taking companies in them pursue of best results,
compared to competitors. In consequence, risk taking is considered to have a positive and significant relationship
with business growth. Therefore, considering this information it is possible to present the following hypothesis:

H2: The higher risk taking, the higher business growth

Innovativeness in firms is another dimension of entrepreneurial orientation that is considered by researchers,
academics and professionals as a variable with a significant and positive relationship with business growth
(Rauch et al., 2009; Casillas & Moreno, 2010). Further, Moreno & Casillas (2008) concluded that new products
innovation and new processes that the businesses adopt and implement have significant and positive relationship
with business growth, as the innovation strategy is one of the variables commonly considered to have strong
impacts on business growth (Ansoff, 1965).

Furthermore, Schumpeter (1934) considers that innovation plays a special role in the entrepreneurial process that
firms adopt, because it commonly improves in a significant manner firm’s creativity. Still, Lumpkin & Dess
(1996) consider that the innovation process is characterized mainly for its market structures that are eliminated
with new products and services introduction, producing in consequence firms’ higher levels of growth. Therefore,
several studies carried out by researchers and academics have established a positive and significant relationship
between innovation and business growth (Markides, 1998; Moreno & Casillas, 2008; Casillas & Moreno, 2010).
Then, by considering these studies it is possible to present the following hypothesis:

H3: the higher business innovativeness, the higher business growth

Lumpink & Dess (1996, 2001) propose aggressive competence as an additional dimension through which it is
possible to measure entreprencurial orientation, because this variable emerges as an answer to firms’ threats.
Likewise, March (1991) considers that aggressive competence adopted by firms is closely related to exploitation,
because entreprencurial orientation implemented by organizations, apart from having an entrepreneurial attitude,
should simultaneously maintain an aggressive competence, so it can be established on a determined market niche.
Therefore, this dimension, aggressive competence, of entrepreneurial orientation, can be considered as natural
reaction in all companies, because it allows consolidating competitive position and business growth (Casillas &
Moreno, 2010). Thus, considering the presented information up to this point it is possible to define the following
hypothesis:

HA4: The better aggressive competence, the better business growth

Autonomy is the last dimension of the five used to measure entrepreneurial orientation, which has been little
studied and analysed in the literature as both theoretical and empirical studies (Lumpkin & Dess, 1996). Even
when aggressive competence has been analysed in several studies (Lumpkin, 1998; Lumpkin & Dess, 2001;
Lumpkin, Martin, & Sloat, 2005), autonomy has not been a research object in empirical studies (Rauch et al.,
2009). Even though this variable constitutes a central and vital element of an entrepreneurial and innovative
behaviour and it can be conceptually equivalent to an entrepreneurial activity that can generate a combination of
productive resources (Burgelman, 1983). For this reason, several studies have considered that autonomy has a
positive and significant relationship with business growth (Moreno & Casillas, 2008; Rauch et al., 2009; Casillas
& Moreno, 2010). Thus, from previous information related to this dimension, it is possible to establish the
following hypothesis:

HS5: The better autonomy, the better business growth

In order to test the established research hypotheses, in the theoretical framework about the existing relationship
between entrepreneurial orientation and growth, an empirical study was carried out using a sample of 318 SMEs
operating in Aguascalientes state, México, this by considering the Mexican Enterprises Information System
(SIEM from its acronym in Spanish) directory of Aguascalientes state. It contained 5,194 firms registered in June
2013. In this study, only firms having from 5 to 250 workers were considered, reducing it to 1,261 SMEs. The
sample was randomly selected with a reliability level of 96% and a sample error of £4.5%, resulting a total of
368 enterprises. Moreover, the survey was applied through a personal interview to 400 managers selected, from
which 318 surveys were validated, obtaining a response rate of 87% and surveys were applied during August and
October 2014.

To measure entrepreneurial orientation, the scale of Miller (1983) was used, with some adaptations from Covin
& Slevin (1991) and Lumpkin & Dess (2001), who established that orientation can be measured by five
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dimensions: proactivity, risks taking, innovativeness, aggressive competence and autonomy. Each of these
dimensions were measured by a scale of 6 items and all dimensions’ items were measured in a 5-point Likert
scale, where 1= total disagreement and 5 = total agreement.

In regards to growth, it was measured with the growth on sales percentages in firms, during the last two years,
because sales as an essential variable to measure business growth has been widely used in the literature by
researchers and academics (Davidsson & Wiklund, 1999; Delmar, Davidsson, & Gartner, 2003; Moreno &
Casillas, 2008; Casillas & Moreno, 2010). The use of this indicator results appropriate to measure growth, by
having two basic considerations. First, a theoretical aspect, growth is a crucial indicator to measure rises in
business activities (Davidsson & Wiklund, 1999). Second, the empirical aspect that refers to the existing high
correlations between both variables (Delmar et al., 2003).

A maximum likelihood Confirmatory Factor Analysis (CFA) was applied to evaluate reliability and validity of
the entrepreneurial orientation, using the software EQS 6.2 (Bentler, 2005; Brown, 2006; Byrne, 2006). The
theoretical model’ reliability was evaluated through the Cronbach Alpha and the Composite Reliability Index
(CRI). Moreover, following recommendations by Chou, Bentler, & Satorra (1991) and Hu, Bentler, & Kano
(1992), about statistical data correction related to the theoretical model when normality is present, and using
robust statistics that provide better adjustment to data proposed by Satorra & Bentler (1988).

The results obtained from the CFA are shown in Table 1, demonstrating that the theoretical model about the
relationship between entrepreneurial orientation and business growth have a good adjustment (S-BX” = 414.715;
df = 242; p = 0.000; NFI = 0.882; NNFI = 0.928; CFI = 0.936; RMSEA = 0.047). Furthermore, all items of the
related factors are significant (p < 0.01), the size of all standardized factor loads are higher than 0.60 (Bagozzi &
Yi, 1988), and the Cronbach Alpha and the CRI have a value over 0.70. Also, Extracted Variance Index (EVI) is
higher than 0.50 (Fornell & Larcker, 1981), which indicates the existence of reliability and convergent validity,
justifying the reliability of the scales used (Nunally & Bernstein, 1994; Hair et al., 1995).

Table 1. Internal consistency and convergent validity of the theoretical model

Variable Indicator Factor Load Robust Valuet Cronbach Alpha CRI EVI
Proactivity PR1 0.698*** 1.000" 0.839 0.842 0517
PR2 0.684*** 11.399
PR4 0.714%%%* 11.678
PR5 0.739%** 11.825
PR6 0.758%** 12.460
Risk taking TR1 0.771%** 1.000" 0.867 0.870 0.574
TR2 0.673%** 8.431
TR4 0.788*** 9.699
TRS 0.782%** 10.184
TR6 0.769%** 9.976
Innovativeness IN1 0.731%%* 1.000* 0.861 0.864 0.561
IN2 0.657*** 13.349
IN3 0.805%** 13.942
IN4 0.746%** 11.981
INS 0.796%** 15.747
Aggressive AC2 0.735%%* 1.000" 0.829 0.832 0.554
competence AC3 0.729%** 8.169
AC4 0.661*** 7.706
AC6 0.842%** 9.584
Autonomy AU2 0.833*** 1.000° 0.891 0.892  0.624
AU3 0.808%** 19.678
AU4 0.768%** 18.775
AUS 0.760%** 14.298
AU6 0.777*** 15.972

S-BX® (df = 242) = 414.715; p < 0.000; NFI = 0.882; NNFI = 0.928; CFI = 0.936; RMSEA = 0.047
Note. * = Parameters limited to that value in the identification process. *** =p < 0.01.

In terms of discriminant validity of the theoretical model, the evidence is provided in two forms, which are
visible in Table 2. First, there is a confidence interval test defined by Anderson & Gerbing (1988), which
establishes that with a confidence interval of 95% none of the individual elements from the latent factors of the

97



jms.ccsenet.org Journal of Management and Sustainability Vol. 7, No. 1; 2017

correlation matrix contains the value 1. Secondly, the extracted variance text is presented, which is proposed by
Fornell & Larcker (1981), establishing that the extracted variance between each pair of constructs is lower than
the corresponding EVI. In consequence, according to these results obtained, from both test, it is possible to
provide sufficient evidence in relation to the discriminant validity of the theoretical model.

Table 2. Discriminant validity of the theoretical model

Variables Proactivity Risk taking Innovativeness  Aggressive Competence Autonomy
Proactivity 0.517 0.117 0.179 0.069 0.135
Risk taking 0.243-0.443 0.574 0.180 0.078 0.116
Innovativeness 0.309-0.537 0.304-0.544 0.561 0.068 0.328
Aggressive Competence 0.176-0.348 0.186-0.374 0.167-0.355 0.554 0.077
Autonomy 0.254-0.482 0.221-0.461 0.425-0.721 0.171-0.383 0.624

The diagonal represents the Extracted Variance Index (EVI), whereas above diagonal the part of the variance is

shown (correlation). Below diagonal the estimation of factors correlation is depicted with a confidence interval
of 95%.

3. Results

In order to give an answer to the established hypothesis of the theoretical model, an structural equations model of
second order, using software EQS 6.1 through a CFA second order (Bentler, 2005; Byrne, 2006; Brown, 2006),
in which the nomological validity of the theoretical and measurement model were examined, by identifying that
differences between both models are not significant, which allow explaining relationships observed between
latent constructs (Anderson & Gerbing, 1988; Hatcher, 1994). Table 3 shows in greater detail such results.

Table 3. Results from the structural equations model

Hypothesis Structural relationship Standardized Coefficient Robust Value t
H;: The high tivity, the high

12 1he higher proactivity, the TENEr  p activity — Growth 0.206*%* 11.841
business growth.
H,: The higher risk taking, the high

2 TR Tugher sk faing, e MEE Risk taking —  Growth 0.220%#* 9.573
business growth.
H;: The higher i ti , the high .

. © TIEher IMOvAtiveness, e ghet Innovativeness — Growth 0.252%%%* 13.755
business growth.
H,: The high i t

4 The NIGNCT AgGressive competence, . oressive Comp. — Growth 0.191%%* 8.486
the higher business growth.
Hs: The high 1t , the high

st The fugher autonomy, the MRS\ tonomy — Growth 0.307%%* 12.534

business growth.
S-BX? (df = 236) = 404.433; p < 0.000; NFI = 0.885; NNFI = 0.928; CFI = 0.938; RMSEA = 0.047
Note. ¥** =P <0.01.

Table 3 shows the obtained results in the application of structural equations modelling. In regards to the first
hypothesis H; the results obtained § = 0.206 p < 0.01, indicate that proactivity has positive and significant effects
on SMEs growth. To test hypothesis H, the results obtained B = 0.220 p < 0.01 demonstrate that risk taking is
positively related to SMEs growth. For the third hypothesis Hj the results obtained, f = 0.252 p < 0.01, indicate
that innovation has a positive and significant relationship with SMEs growth. In relation to the fourth hypothesis
H, the obtained results, B = 0.191 p < 0.01, present the existing and positive correlation between aggressive
competence and SMEs growth.

To finish, about the fifth established hypothesis Hs the results obtained, B = 0.307 p < 0.01, prove that autonomy
has a positive and significant impact on SMEs growth, operating in Aguascalientes. Therefore, it is possible to
conclude that a entrepreneurial orientation measured by five dimensions: proactivity, risk taking, innovativeness,
aggressive competence and autonomy, apart from being good indicators to measure entrepreneurial orientation in
SMEs, also have a direct and positive relationship to SMEs growth.

4. Discussion

From the results obtained in this empirical study it is possible to provide two main conclusions. First, the
dimensions used to measure entrepreneurial orientation: proactivity, risk taking, innovativeness, aggressive
competence and autonomy, generate a greater level of growth in SMEs operating in Aguascalientes state, México.
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Consequently, as organizations adopt these activities related to entrepreneurial orientation or consider
entrepreneurial orientation as a organizational strategy inside their strategic planning, business’ growth will
increment in a significant manner, which can attract major benefits to their business financial and economical
performance.

Second, the measurement of entrepreneurial orientation in SMEs is possible through five dimensions, and there
is a significant and positive relationship between entrepreneurial orientation and business growth, which
provides empirical evidence about the important relationship and it contributes to the theoretical and empirical
debate of both constructs. Besides, it is possible to conclude that growth is a good measure of financial and
economical performance in organisations, and at the same time provides evidence of its feasibility measuring
business performance, specifically through sales growth. Besides, it is considered that financial and economical
performance of SMEs will increase as well as organizations develop activities and actions of entrepreneurial
orientation.

In this sense, there are implications, first, SMEs managers have to be more proactive, looking for the anticipation
from their principal competitors to both market introduction in which they participate, and in new and improved
products and services that are adapted to preferences and needs of final clients and costumers; and to design and
implement activities related to entrepreneurial orientation. Additionally, managers must be conscious that they
will assume several risks as being the first in offering products and services that market demands, but these risks
have to be calculated that will require that SMEs collect the most possible information in terms of current and
potential clients and customers’ preferences and needs.

Third, managers have to include innovation activities in their daily activities, as it is not possible to think about
an organization without this type of activities. Moreover, innovation has to be a priority strategy for
organizations, and all departments or functional areas should work into a coordinated form, so innovation
activities are continually reinforced and in this form transform actions into products and/or services demanded
by actual and potential clients and customers, and into the achievement not only of greater level of growth in
sales but also into better financial performance, having as final result better market position.

Fourth, high level managers in SMEs should additionally implement higher aggressive competence in market as
they participate, because if a submissive or conformist position is taken by the firm against the actual position by
competitors in the market, its principal competitors could take advantage of it and move the firm out from the
market. Or even worst, it could take a significant percentage of the firm’ clients and customers, which will take
them dramatically to a decrease of sales and perhaps to quit from the market. Also, managers should create a
working environment in which departments or areas could have greater autonomy in decision making, with the
aim of improving firms’ strategies that allow them gaining higher levels of growth and financial performance.

However, this research presents various research limitations that are important to consider for future research.
First, the measurement scales both entrepreneurial orientation and growth, for which five dimensions were used
to measure entrepreneurial orientation and growth, might be reinforced adding different scales, in order to
corroborate the results obtained. Second, only a small part of information about entreprencurial orientation and
growth was used with qualitative variables, in data collection; for which in future research it would be useful to
incorporate quantitative variables in order to corroborate the presented results.

A third limitation is about the measurement variables from both used scales, because the six items were used to
measure each of these six factors of entrepreneurial orientation and only one item to measure growth, whereby in
future studies it would be necessary to include another item o a greater number of items to measure both
constructs. A fourth limitation is that the surveys were applied only to managers and/or owners of SMEs, which
can affect the results obtained if a different population is instead used, such as, clients and suppliers. Therefore,
in future research an incorporation of these populations should be considering.

The last limitation of this paper is that only SMEs with 5 to 250 workers from Aguascalientes state, México were
considered, whence in future research it would be useful to include enterprises with less than five workers, which
represents more than 60% of the population. To finish, it is convenient to go further on the results obtained in
this research, and to analyse and to discuss deeper on issues like: What effects could exist on SMEs growth if a
quantitative scale was used to measure the entrepreneurial orientation? What results can be obtained on SMEs’
growth if alternative dimensions were used to measure entrepreneurial orientation? These and other questions
can emerge and be answered in future research.
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