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A Review and Research Agenda
on the Determinants of Entrepreneurial
Orientation and its Implications on Firm
Performance: Tackling SMEs in Emerging
Economies

Yara Harb

Introduction

Firms constantly face complex environments manifested by increased
competition, and fast-paced changes in technologies and the lifecycle of
deliverables. This reality triggers them to foster and sustain entrepreneur-
ship, considered as a permanent attitude that firms must develop (Dess
et al., 2008) and an objective for them to advance their alertness to a
globalized and dynamic environment (Aloulou, 2002). Actually, the
wealth and economic expansion of a country is a result of its entrepre-
neurial function reflected in the competitiveness and performance of its
operating firms. Despite the many attempts by classical and neoclassical
theorists to agree on a single definition of entrepreneurship, it seems to

depend on the perspective of the party describing it. All related

Y. Harb ()
Holy Spirit University of Kaslik (USEK), Jounich, Lebanon
e-mail: yara.h.-harb@net.usek.edu.lb

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2022 75
N. Azoury, T. Hafsi (eds.), Entrepreneurship and Social Entrepreneurship in the MENA
Region, https://doi.org/10.1007/978-3-030-88447-5_4


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-88447-5_4&domain=pdf
https://doi.org/10.1007/978-3-030-88447-5_4#DOI
mailto:yara.h.harb@net.usek.edu.lb

76 Y. Harb

definitions however, have commonly emphasized the role of opportuni-
ties: their recognition, their evaluation and their exploitation in manag-
ing the opportunity development process.

Therefore, the field of entrepreneurship has occupied an extensive part
of strategic management literature as of late, given that the scholarly con-
versation over this field doesn’t concern the firm creation only, but out-
spreads to discuss entrepreneurship within an existing firm (adapting and
managing a venture as per Aloulou, 2002), known in other terms as
Corporate Entrepreneurship (Zahra & Covin, 1995; Covin & Miles,
1999). In fact, Schumpeter (1942) has been one of the first to shift atten-
tion from the individual entrepreneur to entrepreneurial firms, seeing
their capability in dedicating more resources to innovation. Entrepreneurial
Orientation (EO) emerged out of this field, and is considered as the con-
struct that best describes the firm’s entrepreneurial strategic orientation
(Wiklund & Shepherd, 2003, 2005) that holds the methods, practices
and decision-making processes that firms rely on to act in an entrepre-
neurial manner (Lumpkin & Dess, 1996).

On the one hand, the most-studied dependent variable in strategy and
entrepreneurship research is firm performance (Covin & Slevin, 1991).
Therefore, there is an everlasting concern to encourage firms to become
more entrepreneurial in ways that enhance their performance and their
international competitiveness. EO has been broadly acknowledged as a
strong predictor of firm performance, though results in this field still
appear to be contradictory, which incites researchers to thoroughly inves-
tigate this relationship especially in a developing country such as Lebanon,
considering that EO doesn’t function in the same way within different
environments (Covin & Slevin, 1989). Actually, developing economies
have lately witnessed an upsurge in entrepreneurship where private busi-
nesses are perceived to be less growth-oriented when compared to their
Western counterparts (Manev et al., 2005). Since the majority of entre-
preneurship research studies are conducted in developed Western coun-
tries, the assumption is that entrepreneurship barely exists in developing
economies (Ratten, 2014).

However, criticism over the relationship between EO and firm perfor-

mance focussed on the investigation of companies where a prominence of
the role of EO in smaller firms had been advocated (Aloulou & Fayolle,
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2005; Rauch et al., 2009). This prominence is due first to the increasing
number of Small and Medium Enterprises (SMEs) that surpass the num-
ber of any other type of firm among different countries. Indeed, SMEs
account for more than 95% of Lebanese companies (Koldertsova, 2000)
which gives Lebanon a reputation as an exciting entrepreneurial land-
scape for SMEs. The country has been focusing on the existence of SMEs
and their development as part of a reconstruction plan that aims to
advance the economy and improve its wealth. Second, this prominence is
perceived to be due to the changing environment that these SMEs face,
and the acknowledged need of elaborating an entrepreneurship frame-
work adapted exclusively for them, seeing the difference that exists
between SMEs and large enterprises (Aloulou, 2002).

On the other hand, there have been few attempts to understand the
factors that nurture EO, and its origins remain unclear, therefore this
constitutes a fertile area that requires further development (Covin &
Lumpkin, 2011; Miller, 2011; Wales, 2016). The role that internal fac-
tors play within EO is perceived to be accorded much importance when
emphasizing the relationship between EO and firm performance. Thus, a
complementarity between the firm’s resources and its decision-making
exists in the aim to attain profitability (Miller, 2003), and a connection
between EO and theories from different disciplines occurs (Miller, 2011).
This chapter builds on this work to attain both of its goals. The first goal
considers the influence that firm resources, dynamic capabilities (DCs),
social capital (SC) and additional internal factors have on EO, whereas
the second goal elaborates the relationship between EO and firm perfor-
mance while pertaining to the context of SMEs in both goals.

In this context, Resource-Based View (RBV) has been defined as the
theory of competitive advantage, where to be productive, firms’ resources
must collaborate. This theory also explains that what lies behind the firm’s
competitive advantage relies on the firm’s capability to provide the opti-
mum use of its resources (Barney, 1986, 1991). DCs are considered as the
ability of the firm to persistently adapt and reconfigure its resource base
to address fast-moving environments and attain a competitive advantage,
whereas SC depicts the social interaction and network of relationships in
which the firm is disposed to get access to useful information and addi-
tional resources and knowledge, thus facilitating the entrepreneurial
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activity. Additional internal factors that consider both the organization
and the entrepreneur running it, are perceived to fit on some theoretical
lenses that exist to enhance the literature on EO’s antecedents. These fac-
tors pertain to the previous skills and experience of the entrepreneur
(known as the subjectivist theory of entrepreneurship), their self-efhicacy,
the entrepreneurial Dominant Logic (DL), and the organization’s culture
and structure considered as intangible resources that are hard to imitate.
An additional part will be reserved to pass by these theoretical lenses.

Entrepreneurship and SMEs’ Contribution
to Developing Economies

Seeing that research on entrepreneurship has roots in economics,
Cantillon (1755) was the first economist to introduce entrepreneurship
and recognize the entrepreneur as a significant economic factor respon-
sible for all the exchange in the economy. Afterward, world economies
started to consider entrepreneurship among their individuals and firms.
This is because entrepreneurship is considered and acknowledged to be a
main engine and a vital source of economic growth and expansion
(Henderson, 2002). Indeed, Henderson (2002) perceived entrepreneurs
as an added value to local economies that create entrepreneurial develop-
ment strategies. This added value has implications at both local and
national levels. Locally, economies with frequent entrepreneurship
actions witness a serious increase in Gross Domestic Product (GDP),
whereas nationally, entrepreneurs are capable of creating new employ-
ment opportunities as well as leading to exceptional wealth increase. In
fact, both entrepreneurship and the attainments of entrepreneurial soci-
eties contribute to the competitiveness and efficiency of global markets
(Audretsch, 2007). From this viewpoint, both policymakers and entre-
preneurs are considered to be engaged in entrepreneurship, despite the
differences that exist in their aims. Policymakers focus on entrepreneur-
ship as the source of job opportunities, causing structural change and
generating a competitive advantage especially in global markets; while
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entrepreneurs perceive it as an opportunity of exploitation, generating a
lifetime career and further high gains (Kuckertz & Wagner, 2010).

However, the growing interest in the field of entrepreneurship is
accompanied with a prominence attributed to SMEs thought of as a
source of innovation and competitiveness (Milovanovic & Wittine,
2014) for the role they play in stimulating entrepreneurial skills. The
interest in SMEs has been renewed due to major enhancements per-
formed in both industries and markets (Caner, 2010). Indeed, the econ-
omy of today is different from the economy of the nineteenth century
and globalization accentuates the role of SMEs in providing a healthy
climate in which to operate businesses. This is because they are consid-
ered to foster income growth, international exchange and economic
development. The economic importance of SMEs has been much wit-
nessed as of late, especially that larger firms have been performing mass
layoffs (Van Stel et al., 2005) and SME:s offer new job opportunities and
provide new products and services to the market (Henderson, 2002). In
this context, Bouri et al. (2011) have presented the implications of SMEs’
growth on the domestic economic development when they stated that an
increase in the growth of an SME leads to both a direct and indirect
increase in GDP. The direct increase occurs through the increased profits
and the added value accompanied accordingly, while the indirect increase
is produced by the innovation and macro-economic resilience of the
economy.

Most importantly, since the early 1980s SMEs began looking for inno-
vation mechanisms and ways of diminishing their costs. This had the aim
of opting for a more competitive offering than large corporations (Caner,
2010). In this context, SMEs are perceived to have a competitive struc-
ture that makes them respond promptly to the newest demands, tech-
nologies and market improvements as well as having the ability to resist
economic crises (Schumacher, 1973). Also, they constitute the best work-
place for potential and skilled employees further to the training programs
they offer to their actors (Yilmaz, 2004). SMEs are capable of employing
more than 60% of a country’s labor force as well as contributing to almost
50% of the productivity of a given sector (Hill, 2001), for around 85%
of new jobs in the US are provided by small businesses (Audretsch, 2002).
However, constituting specifically the emerging markets and economies
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with “weak institutions” such as the Middle Eastern countries, it’s found
that most of these countries have recently started to adopt free-market
systems. In fact, SMEs" contribution to total employment is up to 60%,
and up to 40% of the GDP in emerging countries as stated by the World
Bank, excluding the existence of informal SMEs. As present, approxi-
mately 400 million Microenterprises and SMEs (MSMEs) exist in emerg-
ing economies, in which the majority are informal. The difference in the
number of formal SMEs that exist between emerging economies and
developed ones urges on the importance of the role that governments
play in enhancing their economies through SMEs (Ndiaye et al., 2018).
Nevertheless, in an estimation projection for the coming fifteen years
made by the World Bank for the Asian and Sub-Saharan African coun-
tries, over 600 million workers are estimated to be joining the workforce
worldwide, which eventually leads to an estimate that four out of five
new jobs will be generated by SMEs. On this same note, and in a report
prepared for an agenda workshop concerning Lebanon National
Investment improvement, it has been stated that SMEs constitute 99%
of companies in the MENA (Middle East and North Africa) region
(Koldertsova, 20006).

SMEs are perceived to be the rescue plan for the majority of struggling
economies. Both regulatory as well as financing initiatives can lead the
path to better employment opportunities and higher GDP. Seeing this,
the MENA region has started to pay attention to the emergence and
growth of SMEs, although the competitiveness of these SMEs is still con-
sidered low compared to their regional and international counterparts.
One of the main reasons behind this is the minimal access to external
financing granted to these firms. In this context, Aloulou and Fayolle
(2005) stated that when a small firm is compared to a large firm, it’s
noticed that the small firms are lacking in resources and capabilities com-
pared to the large firms. This has been in line with Storey (1994) arguing
that small firms face difhiculties in having access to financial capital which
may impede their growth potential. However, and despite the existence
of a considerable number of banks and financial institutions in the
MENA region, only 2% of the Gulf banks’ loans are provided to SMEs,
which is perceived to be due to the unavailability of a credit history for
these SMEs, thus leading to a lack of sufficient information to provide
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the banks with (Bouri et al., 2011). Therefore, it has been argued that
governments must interfere to close the financing gap and contribute to
developing SMEs’ institutional environment (Ratten, 2014). This is
another brick in the many initiatives that governments of most emerging
economies, especially the Middle Eastern ones, must accomplish to keep
up with the expectations of their people, the young leaders and the
nascent entrepreneurs as well as to ensure long-term sustainability and
development. Thus, this has been emphasized during the Arab Spring
movements that aroused resistance against all forms of corruption that
exist in the Arab countries and the inequality in employment opportuni-
ties. Against this background, Lebanon has been noted for its energetic
entrepreneurial background, depending on SMEs to contribute to its
economy. This began two to three decades agpo, when Lebanon started
leveraging efforts to develop its ecosystem for SMEs emergence and
development, allowing innovative and creative entrepreneurs to venture
and initiate their ideas. However, and due to the continuous political and
economic instability that the country has experienced, SMEs in Lebanon
face many challenges. With an aim to overcome these challenges (Miles
et al., 1978) and to have the ability to thrive in highly competitive or
unstable economic environments, these SMEs need to adopt a suitable
strategic response (Covin & Slevin, 1989) such as EO for long-term
success.

Entrepreneurial Orientation and Interrelationship
with Firm Performance

EO has been initially captured as the construct that holds the factors that
are essential and relevant for making a firm entrepreneurial (Lumpkin &
Dess, 1996; Miller, 1983). It concerns the processes, methods and
decision-making activities that lead to a new entry (Lumpkin & Dess,
1996) and constitutes the process of entrepreneurial strategy-making that
entrepreneurs rely on to ensure the firm’s well-being and competitive
advantage (Rauch et al., 2009). Moreover, Morris et al. (1996) perceived
the entrepreneurial business activity as opportunity-driven and based on
an opportunity-driven mindset, which is further translated as the



82 Y. Harb

discovery and exploitation of new opportunities that may further affect
change. The perception, discovery and exploitation of opportunities are
perceived to happen at the firm level, and therefore Lumpkin and Dess
(1996) defined EO as a firm-level phenomenon considering the small
firm as an extension of the leader individual. Indeed, management schol-
ars have been much interested in entrepreneurship research to a point
where the focus of their studies has shifted from the entrepreneurs them-
selves to the growth of their firms (Aloulou, 2002).

The origins of EO go back to the work of both Mintzberg (1973) and
Khandwalla (1976/1977). However, its definition as a concept in the
literature has been first acknowledged by Miller (1983) who considered
EO (without mentioning it as a term) as a composite dimension includ-
ing innovativeness, risk-taking and proactiveness. Similarly, Covin and
Slevin (1989) considered EO as a unidimensional construct in a way
such that when all three dimensions exist collectively and work concur-
rently, the firm will be considered to have an EO, and thus be entrepre-
neurial (Covin & Whales, 2012). However, a decade later, another
operationalization of EO appeared, suggested by Lumpkin and Dess
(1996) that added two other dimensions: autonomy and competitive
aggressiveness. Within this view, emphasis has been laid on the practical-
ity of viewing EO as a multidimensional construct, yielding the possibil-
ity that only some of the dimensions exist in the case of a successful new
entry, which in other terms means that these dimensions may vary inde-
pendently rather than co-vary. This eventually has underscored the inde-
pendent effect of each of the dimensions, treated as separate constructs.

On a complementary note, the unidimensional view of EO has already
been proved in previous research to have a relationship with firm perfor-
mance. Therefore, it is recommended to assess the unique effects of each
of the five dimensions on firm performance. Besides, many researchers
(e.g., Awang et al., 2009; Hughes & Morgan, 2007; Kreiser et al., 2002)
have led studies adopting and defending the multidimensional conceptu-
alization. Therefore, we describe each dimension individually. Starting
with Autonomy, it is argued to be split into two different directions as per
Lumpkin and Dess (1996). Within the first direction, autonomy is per-
ceived to be autocratic and characterized by strong leaders, especially in
smaller firms. The second direction describes the firm’s actors” tendency
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to act autonomously from strong leaders and to pursue opportunities
independently. Dess and Lumpkin (2005) emphasized the importance of
motivating entrepreneurial thinking within a firm, recognizing it as a
driver of competitive advantage. Indeed, a person may have a solid aspira-
tion in having the freedom to develop and implement ideas (Li et al.,
2009). In their turn, Hughes and Morgan (2007) perceived autonomy as
a main driver of flexibility, permitting the firm to respond rapidly to
changes in its environment and markets. Many studies have defended the
positive influence that autonomy has on firm performance, and argued
that displaying autonomy in a firm inspires its actors to act more entre-
preneurially, leading to superior competitiveness and enhanced firm per-
formance (Awang et al., 2009; Coulthard, 2007; Frese et al., 2002;
Prottas, 2008). Second, talking about Competitive Aggressiveness, this is
the strength of the posture that a firm takes when threats from its rivals
appear. By this posture, the firm aims to challenge and undo its competi-
tors. According to Lumpkin and Dess (1996), being competitively aggres-
sive can secure and improve market positioning. Similarly, Dess and
Lumpkin (2005) expounded how companies with competitive aggres-
siveness are ready to “do battle” with competitors either to gain market
share or to keep the share they already have. In other terms, companies
may cut their prices or even sacrifice profitability in favor of market share.
Lumpkin and Dess (1996) argued that improvement in firm performance
can be achieved by using aggressiveness, since the firm’s competitiveness
at the expense of rivals will increase by discouraging competitors in the
market. Later, Lumpkin and Dess (2001) found that a positive relation-
ship between competitive aggressiveness and firm performance exists,
and which was later confirmed in the study performed by Frese et al.
(2002). Moving to Innovativeness, it was first recognized as entrepreneur-
ial innovation (Schumpeter, 1934, 1942) and considered as the core of
entrepreneurship (Covin & Miles, 1999; Drucker, 1985; Henderson,
2002). It is the implementation of new and creative methods that ensure
a firm’s survival in highly competitive markets (O’Regan & Ghobadian,
2005) and yield new products, services and processes (Aloulou & Fayolle,
2005; Pittino et al., 2017; Schumpeter, 1934). Innovativeness is a key
component of entrepreneurship, seeing that it reflects a way in which
firms pursue new opportunities (Lumpkin & Dess, 1996), build
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differentiation and improve solutions that challenge those of its competi-
tors (Hughes & Morgan, 2007) as well as to overcome challenges and
attain profitability (Hult et al., 2004). Previous research emphasized the
role that innovation plays in achieving a firm’s competitiveness and
attaining a higher firm performance (Coulthard, 2007; Hameed & Ali,
2011; Hughes & Morgan, 2007). Indeed, innovativeness has proved to
lead to the firm’s success (Awang et al., 2009; Frese et al., 2002).
Considering Proactiveness, it has been given little attention in scholarly
articles, while it encompasses the most important perspective. It concerns
the active and continuous search of the firm to pursue promising oppor-
tunities (Stevenson & Jarillo, 1990; Venkatraman, 1989) and to antici-
pate future demands and trends in the market. The pursuit of opportunities
is vital in entrepreneurship (Stevenson & Jarillo, 1990; Shane &
Venkataraman, 2000). A proactive firm is the one that looks in advance
of the competition, and is keen to introduce newness to the market.
Indeed, Jalali et al. (2014) disclosed that proactiveness is essential for
firms that are in the process of innovating and looking to attain a com-
petitive advantage. Proactiveness incorporates the firm’s alertness to cus-
tomers needs and its openness to market indications (Hughes & Morgan,
2007). Both Coulthard (2007) and Hughes and Morgan (2007) were
among the researchers that studied proactiveness in regard to the devel-
opmental stage of the firm, stating that higher levels of proactiveness were
associated with higher levels of performance. Also, in a study on
Indonesian SMEs, Kusumawardhani (2013) found that proactiveness is
the only dimension of EO that is positively related to firm performance.
Finally, coming to Risk-Taking, this refers to bearing the risk of venturing
into the unknown and taking bold actions in some undefined situations
such as committing resources for uncertain returns. The concept of risk-
taking, used frequently to describe entrepreneurship (Aloulou & Fayolle,
2005), actually refers to the adoption of calculated business risks that
entrepreneurs make (Brockhaus, 1980). Without risk-taking (construc-
tive risk-taking as per Miller, 1983), firms tend to be conservative when
facing market changes and tend to refrain from introducing innovations.
Consequently, this can result in weaker performance (Hughes & Morgan,
2007). However, previous findings (Frese et al., 2002; Hameed & Ali,
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2011) revealed a direct positive impact that risk-taking has on the firm
performance.

Most entrepreneurship scholars have tended to explain firm perfor-
mance by investigating the firm’s EO (Wiklund & Shepherd, 2003),
which accredited performance to be one of the most dependent variables
examined in the EO literature. Firm performance is the best indicator of
how a company’s operations and activities are being handled and how
successfully the firm is operating. Notwithstanding this interest, studies
observing this relationship have been crowned with mixed results. While
some have been able to find a positive correlation between EO and firm
performance (e.g., Awang et al., 2009; Frese et al., 2002; Hameed & Ali,
2011; Hughes & Morgan, 2007; Wiklund & Shepherd, 2003, 2005),
other studies did not succeed in finding any correlation (e.g., Covin et al.,
1994; Lee et al., 2001) or have found at least that this relationship is not
linear (Zahra & Garvis, 2000). In this context, Bhuian et al. (2005) have
shown that the EO-performance relationship is an inverted U-shape, for
in the case of some markets or conditions, higher levels of EO are not
essentially needed for a firm to perform better. However, Rauch et al.
(2009) have attributed these differences in results to the adoption of dif-
ferent methodologies and research samples.

Moreover, and on a complementary note, the historical perception of
small businesses has been different from that of today. Birley and Norburn
(1985) stated that small businesses were viewed as “country cousins” and
mainly patronized by larger firms when undertaking a heavy business.
Accordingly, studies conducted on large firms have been more visible
than those concerning SMEs in the EO literature. In this context, Aloulou
and Fayolle (2005) stated that the vast majority of studies that investi-
gated the relationship between EO and firm performance were conducted
in the framework of large companies rather than SMEs. However, the
cases when EO is investigated in large firms operating in developed coun-
tries can’t be generalized to the case of smaller firms that are mainly cen-
tered on their CEOs/founders (Fini et al., 2012; Wiklund, 1998).
Therefore, many scholarly conversations focussed on the presence of EO
in SME:s (e.g., Aloulou, 2002; Aloulou & Fayolle, 2005), and acknowl-
edged its importance in enhancing SMEs performance (Rauch
et al., 2009).
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Firm Resources, Dynamic Capabilities (DCs)
and Entrepreneurial Orientation

The existence of entrepreneurial opportunities emerges from the differ-
ence in value attributed to resources when these resources are converted
from inputs to outputs, considering that this attribution varies according
to the individual’s beliefs (Shane & Venkataraman, 2000). Haynie et al.
(2009) have suggested that reflecting on both existing and future resources
surrounds the process of opportunity development, i.e., discovery, evalu-
ation and exploitation. They argued in this context that when entrepre-
neurs evaluate an opportunity, they focus on their current firm resources
and the resources that they may have in the future to decide whether to
exploit this opportunity or not. Moreover, Cai et al. (2018) argued that
both opportunity development and resource development are main top-
ics in entrepreneurship because the entrepreneurial process is opportunity-
based, whereas resources can secure it. Therefore, an integrated view of
the convergence of both opportunity development and resource develop-
ment has occurred, believing that the entrepreneurial behavior is a series
of actions by which the entrepreneur acquires resources in order to pur-
sue opportunities. Indeed, Haynie et al. (2009) argued that existing
resource recognition is primordial in opportunity evaluation, whereas
Haugh (2005) highlighted the importance of both resource acquisition
and integration in the whole opportunity development process, and par-
ticularly in the opportunity exploitation phase. Besides, Sirmon et al.
(2007) argued that resource management is core in building a firm’s
resources portfolio, bundling these resources in order to build capabilities
and further create value and the business sustainment.

Firm-level entrepreneurial activity and resources are appropriately
related through RBV specifically with the case of high-tech venturing
(Miller, 2011) where a shortage of resources can harm the entrepreneurial
activity of top key persons in the organization. Indeed, much of entrepre-
neurship literature focusses on the difficulty encountered in obtaining
resources, especially financial accessibility, for it is seen that even highly
entrepreneurial firms are hindered in achieving their optimum perfor-
mance when there is unavailability of adequate internal resources.
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Entrepreneurship has its share in the resource-based framework (Conner,
1991) since resource-based theory discusses new visions in entrepreneur-
ial decision-making (Alvarez & Busenitz, 2001). Indeed, Alvarez and
Busenitz (2001) state that RBV emphasizes the heterogeneity of resources,
whereas entrepreneurship emphasizes the heterogeneity in beliefs about
these resources’ value. Irava and Moores (2010) stated however, that the
heterogeneity of beliefs may grow into a robust resource, thus making the
connection between RBV and entrepreneurship as a value-added propo-
sition. In fact, Penrose (1959) has been the first to introduce the concept
of resources in the literature, and RBV has been primarily defined as the
theory of competitive advantage, where to be productive, firms’ resources
must collaborate. It explains that what lies behind the firm’s competitive
advantage does not concern the industry composition, but instead relies
on the firm’s capability to provide the optimum use of its resources
(Barney, 1986, 1991) by developing internal strengths and acquiring
complementary resources. In this context, Chandler and Hanks (1994)
argued that the perception of resource availability is related to entrepre-
neurs beliefs in acquiring resources. These beliefs relate to the individual’s
self-efficacy (Bandura, 1977, 1989) that has its effect on resources’ acqui-
sition and the whole entrepreneurial activity of the firm particularly in
the case of an SME. Similarly, a framework has been developed to show
CEO¢s’ decisions on resources allowance driving their firms to engage in
entrepreneurial behavior. This is because due to their size, these SMEs
encounter challenges in attaining and combining the appropriate
resources that allow them to formulate competitive strategies
(Aloulou, 2002).

However, many researchers have tried to derive resource categorization
schemes (Miller & Shamsie, 1996). Based on the perception of Wernerfelt
(1984), resources are considered as anything that can be thought of as a
strength or a weakness of the firm, defined as the tangible and intangible
assets that semi-permanently exist. Thus, firm-specific internal factors are
of great importance when considered within the RBV framework, and
strategy selection is based on the careful evaluation of these bundles of
tangible and intangible resources (Galbreath & Galvin, 2008). Indeed,
Barney (1991) affirmed that all of a firm’s resources (i.e., physical, human
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and capital) can be used by the firm to implement strategies that expand
both its efficiency and effectiveness.

On the one hand, tangible resources encompass both physical and
financial resources (Das & Teng, 2000). While physical resources are
thought of as the technology undertaken by the firm, its plant and equip-
ment, or even its geographic location (Barney, 1991), financial resources
(Grant, 1991) are considered of critical importance especially for the case
of small firms (Wiklund & Shepherd, 2005). Indeed, financial resources
are the basis of all other resources, seeing that they can be easily converted
into other types of resources (Dollinger, 1999). Within RBV, tangible
resources are perceived to be easily imitated by competitors (Barney,
1991) for they are easily obtained in the factor markets (Teece, 1998).
However, small firms still face many challenges when considering their
access to financial capital and this has implications on their growth
potential (Malhotra et al., 2007; Storey, 1994).

On the other hand, intangible resources are of great importance due to
their influence on increasing the firm’s adaptability to the market’s expec-
tations and needs, thus yielding a competitive offering (Miller & Shamsie,
1996). Knowledge-based resources specifically, are considered as a source
of the firm’s ability to discover and exploit new opportunities (Wiklund
& Shepherd, 2003). This chapter considers different types of intangible
resources since recent approaches to firm resources focus on a wide vari-
ety of them. First, we perceive the top management team (Barney, 1991)
as having the main influence on the firm’s well-being through the skills
and capabilities of key people operating in the organization that hold
specific managerial and technical knowledge (Manev et al., 2005). The
complementarity of their skills and capabilities is essential (Carmeli &
Tishler, 2004). Second, we are concerned with the firm’s employees, their
creativity, innovativeness and expertise, considered as a source of com-
petitive advantage. In fact, research on EO and its relationship with firm
performance looks into human capital and interrelates it with many EO
facets. On this same note comes the organizational reputation (Grant,
1991; Teece et al., 1997) that constitutes the information and response
that different stakeholders present to reflect a given firm (Teece et al.,
1997). Moreover, an emphasis is accorded to the Human Resource
Management policies. Indeed, the recruiting criteria employed to grant
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individuals to join organizations in addition to the empowerment and
training programs offered to the firm’s actors are considered of crucial
importance. Finally, there exists the labor relations and open internal
communications that grant a mixture of skills and sharing of function-
specific knowledge among different areas within the organization (De
Clercq et al., 2013) to effectively cooperate on innovative ideas (Miller,
1983). Reflecting on this, many EO scholars claim that a lack of resources
impedes the entrepreneurial activity that leads to a firm’s growth, for the
access to significant resources is the basis of strategic orientation (Covin
& Slevin, 1991) and both organizational resources and EO are mutually
correlated (Chen et al., 2007). Indeed, financial capital allows firms to
pursue new opportunities (Shane & Venkataraman, 2000; Wiklund &
Shepherd, 2005), encourages the firm’s innovativeness (Lumpkin & Dess,
1996) specifically its product innovations (Lee et al., 2001; Wiklund &
Shepherd, 2005; Zahra, 1991), and favors its risk-taking propensity (Tsai
& Luan, 2016; Wiklund & Shepherd, 2005). In addition, both intangi-
ble assets and capabilities considered as intangible resources are perceived
to affect the firm’s innovativeness (Bakar & Ahmad, 2010). More specifi-
cally, knowledge and prior experience are found to be positively related to
proactiveness (Farmer et al., 2011; Shane, 2000) and professional
decision-making (Pennings et al., 1998) which favors actors’ autonomy
within a firm. In this context, Barney (1991, from Hambrick, 1987)
argued that managerial talent is the essential firm resource leading to the
employment of almost all firm’s strategies. Besides, other researchers (e.g.,
Ferrier, 2001; Grimm et al., 2006; Ndofor et al., 2011) have acknowl-
edged the importance of resources in competitive behavior. These rela-
tionships addressed to specific EO components when tackling their
antecedents is favored in terms of expanding and advancing the EO-related
academic conversation (Anderson et al., 2015) seeing that these compo-
nents are separate constructs and must be individually examined, for they
aren't supposed to share all antecedents and consequences (Covin &
Wales, 2012; George & Marino, 2011).

However, a further development of RBV into a dynamic recipe has
taken place to explain the process by which these resources should be
employed. The research on DCs has been evolving for more than a
decade, and papers conducting them have been recently populating in
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the aim to change the static perspective of RBV. In Barney’s (1991) view,
firms have the freedom as well as the ability to choose the bundle of
resources that best fit their purpose, or even change on the bundle they
have already chosen in order to achieve the desired competitive advan-
tage. In this context, Teece et al. (1997) have developed the “Dynamic
Capabilities” approach to understand the sources of wealth creation and
the methods with which firms achieve and most importantly sustain a
competitive advantage. Teece et al. (1997) have argued that dynamic and
demanding environments often require firms to develop DCs to attain a
competitive advantage, gain market shares and undo competitors in the
industry, specifically considering those that are technology-based.
Therefore, it has been defined by Zahra et al. (2006) that DC is the capa-
bility of the firm to extend or modify its resources in a way approved by
its main decision-makers. By this, firms intend to create opportunities by
reconfiguring their existent asset and resource bases. In their attempt to
demonstrate the necessary fundamentals of DCs, Teece et al. (1997) have
contrasted the concept to other models of strategy from which RBV has
been considered.

In their turn, Jantunen et al. (2005) argued that in terms of grasping
the right opportunities, having a value-added resource combination and
enduring a competitive advantage, a firm must develop its DCs. They
viewed that endorsing different and innovative organizational strategies
and practices can enhance firm performance, and that their implementa-
tion can lead the firm to successfully reconfigure its asset base in a way to
respond to its environment. Ambrosini and Bowman (2009) have tried
to attribute DCs to real examples when they argued that the managerial
processes are the main developers of DCs that convert the static type of
resources into dynamic resources. By static resources, researchers meant
both tangible and intangible resources. This has been similarly argued by
Helfat and Martin (2015), who state that DCs are the tools that manag-
ers rely on to create, change and extend the firms’ decisions. In this con-
text, it has been perceived that some capabilities in a firm may lead to a
higher EO or affect the relationship between EO and its implications.
Indeed, Zahra et al. (20006) argued that what encourages or stimulates the
presence of EO in a firm is sometimes related to its DCs developed
through operations. Similarly, Rodrigo-Alarcén et al. (2018) have found
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in their turn that DCs have a positive effect on EO as well as to mediate
the relationship between social capital and EO. In contrast, it has also
been argued in the academic conversation that EO can in its turn enhance
the existence of capabilities and resources in any given firm.

By reconfiguring their asset base, it is actually easier for firms to profit
from opportunities. However, when it’s the case of a rapidly changing
environment known by its dynamism and hostility, it becomes more dif-
ficult for a firm performing in such an environment to attain and sustain
a competitive advantage; therefore, the ability to effectively combine
resources and build new capabilities are perceived primordial for this
objective to be attained (Teece et al., 1997).

Social Capital and Entrepreneurial Orientation

In their study on Chinese new state-owned firms, Cai et al. (2018) found
that entrepreneurial firms first discover opportunities based on their
resources and then exploit the opportunity when integrating external
resources that come from their social networks. Similarly, it has been
argued by Baron (2002), that the capability of entrepreneurs to accumu-
late different resources required to initiate any kind of venture is facili-
tated and encouraged by the entrepreneurs’ SC. In fact, and besides the
role of financial capital and other capital attributes, ongoing research in
entrepreneurship has shed light on the importance of SC in triggering the
ability to engage with effective entrepreneurial activities (Davidsson &
Honig, 2003), highlighting on the impact that SC has on entrepreneurial
behavior (Davidsson, 2006).

Opver the last decades, SC theory has been occupying the scholarly
conversation as its discussion has become increasingly complex in man-
agement. SC depicts the social interaction and network of relationships
that firms position into, in order to get access to useful information and
resources. When it’s the case of SMEs, they may face scarcity in internal
resources and thus acknowledge the necessity to interact with the external
environment. Nahapiet and Ghoshal (1998) defined SC as the sum of
the resources that an individual or a social unit has or “may have” due to
their network of relationships. Coleman (1988), one of the first scholars
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to initiate the concept of SC to the literature, has argued that it is similar
to human capital and physical capital because it is both productive and
defined by its function. Thus, SC can be reflected as a strategic intangible
resource due to its uniqueness and invisibility to competitors (Coleman,
1988; Rodrigo-Alarcén et al., 2018; Stam & Elfring, 2008). Indeed,
social networks supplement the effects of financial capital, prior experi-
ence and education (Bourdieu, 2011; Coleman, 1988). Further to a long
debate concerning its operationalization, this concept has been proved
and agreed on to be multidimensional, allowing researchers to focus on
one or two components of its multidimensionality that they perceive to
facilitate or improve EO (Stam & Elfring, 2008) and that serve the scope
of their study. The relationship between SC and EO is especially critical
in developing economies (Manev et al., 2005). In this context, Foss
(2011) elaborated and acknowledged the existence of the “strategic entre-
preneurship” field on which opportunity-seeking (considered as the
dominant focus of the entrepreneurial field) and advantage-seeking (con-
sidered as the dominant focus of the strategic management field) should
be cooperatively considered for the benefit of both processes and this is
through “organizational networks.”

We build on the identification of Nahapiet and Ghoshal (1998) who
recognized three components of SC; namely structural, relational and
cognitive. The structural dimension refers to the connection’s configura-
tion between a firm and others involved in the structure of a network,
including the social interaction produced. The relational dimension
involves the characteristics of personal relationships that actors have
established with time (Granovetter, 1992). Finally, the cognitive dimen-
sion of SC represents the resources that offer understandings and mean-
ings within groups (Nahapiet & Ghoshal, 1998). It reveals the extent to
which actors within a social network understand each other and share the
same goals and culture (Chang & Chuang, 2011). Indeed, shared culture
refers to the degree to which relationships are ruled by norms of behavior
(Inkpen & Tsang, 2005). Besides, these actors are considered valuable
resources because they ease the creation of intellectual capital (Nahapiet
& Ghoshal, 1998).

Focussing on the structural aspects of SC, social networks considered
as the source of information, helps in sharing information that leads to
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both proactiveness and creativity. Proactive thinking is a result of the
density of this network that takes place through direct interactions
(Okafor & Ameh, 2017). In fact, Okafor and Ameh (2017) have stated
that proactiveness is somehow related to the strength of the network that
builds interaction between the network actors. Ferris et al. (2017) found
that SC positively affects risk-taking. Similarly, Rodriguez and Romero
(2015) found that structural SC is a determinant of the risk-taking atti-
tude, whereas other researchers concluded that a higher level of structural
SC may lead to knowledge redundancy or internal block and blindness
(Inkpen & Tsang, 2005; Koka & Prescott, 2002), which reduce both
innovativeness and proactiveness. Others researchers found no significant
effect of structural SC on EO (e.g., Rodrigo-Alarcén et al., 2018). In the
same study conducted by Rodrigo-Alarcén et al. (2018) on the Spanish
agri-food industry, it was found that cognitive SC has a positive and sig-
nificant effect on the EO of the firm. It’s considered to help in growing
the entrepreneurs’ efficiency by letting them seize exclusive opportunities
(Batjargal, 2003) and thus, increase firm innovation (Doh & Acs, 2010;
Jawahar & Nigama, 2011) and proactiveness (Tang, 2010) due to the
valuable information it provides. Indeed, cognitive SC plays a crucial role
in nurturing and facilitating the transmission of all kinds of transactions,
especially when it considers the dispersion of information (Birley, 1985).
This is consistent with the “information channels” of Coleman (1988)
that network actors keep because of the flow of useful information they
grant to them and their role as facilitators for any subsequent action. In
this context and under uncertain environmental conditions, the informa-
tion gathered from social networks enhances opportunity identification
(Manev et al., 2005; Shane & Venkataraman, 2000) and exploitation
(Aldrich & Zimmer, 1986). In fact, entrepreneurship entails the profit-
ing of such privileged information to practice decision-making over
resources usage in favor of markets’ servicing and opportunity exploita-
tion (Foss, 2011). Similarly, Batjargal (2003) argued on the role that SC
and generated resources play to assist entrepreneurs in mobilizing
resources.
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Additional Theoretical Lenses

Self-Efficacy

Since a small business is perceived as the extension of the running indi-
vidual/CEO (Lumpkin & Dess, 1996) and since the entrepreneur that
runs the firm has a huge effect on its entrepreneurial posture and overall
culture (Becherer & Maurer, 1997) especially when it’s the case of an
SME, we perceive a lack of research to see what drives business owners to
choose among the entrepreneurial orientations. In this context, Self-
Efficacy is considered as a widely employed term when coming to entre-
preneurship, explained as the belief of a person in their capabilities and
skills to perform a given task or behavior (Ajzen, 1987; Bandura, 1997).
It is defined as a self-appraisal of one’s ability to accomplish a task and
one’s confidence in possessing the skills needed to perform this task
(Garcia et al., 1991). As its name indicates, self-efficacy accelerates the
pursuit of goals because it drives a positive view of self. Bandura (1997)
argued that an individual’s self-eflicacy concerning a given task makes
them undertake the task as well as persist in it. Similarly, self-confidence
turns out to be considered as self-efficacy only in the case when it’s task-
centered, considering an individual with high self-efficacy to be more
perseverant and more consistent on the goals they set (McShane & Von
Glinow, 2008).

Self-efficacy as a term has been initially proposed in the social learning
theory of Bandura (1977, 1989). According to Bandura (1989), an indi-
vidual with high self-efficacy gets to positively perceive any challenge they
face, shows a higher level of interest, commitment and perseverance for a
given behavior, and stands back up directly in case of any frustration.
Besides, widely dispersed intentional models explain and elaborate the
entrepreneurial activity by incorporating the concept of self-efficacy
(Krueger et al., 2000) in addition to social and psychological theories
(e.g., Ajzen, 1991 [Perceived Behavioral Control]; Boyd & Vozikis, 1994
[Self-Efficacy]; Shapero & Sokol, 1982 [Perceived Feasibility]). In this
context, Bandura (1986) has argued that human functioning and action
is best explained by incorporating the concept of self-efhicacy and theories
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that have a broad range of applicability. Boyd and Vozikis (1994) argued
that self-efficacy doesn’t influence entrepreneurial intentions only, but
extends to affect entrepreneurial behavior as well. In their refinement on
Bird’s intentional model (1988), Boyd and Vozikis (1994) have suggested
that both attitudes and self-efficacy beliefs influence entrepreneurial
intentions, whereas self-efficacy moderates the relationship between
intentions and the subsequent entrepreneurial behavior. In fact, the indi-
vidual’s judgment on their self-efficacy in fulfilling the entrepreneurial
behavior is what leads to their judgment on the feasibility of this behavior
(Krueger & Brazeal, 1994). Therefore, self-efficacy is perceived to play a
primordial role in the success or the failure of any venture.

An extension of the self-efficacy construct has been acknowledged
through “Entrepreneurial Self-Efficacy” (ESE) (Chen et al., 1998). ESE,
as described, refers to a person’s own beliefs in their ability to successfully
perform and achieve the entrepreneur’s role and tasks. People with high
ESE are opportunistic in nature and tend to prioritize opportunities over
risk. They believe that their attitude influences what results from their
actions, and they don’t count failure as an option (Chen et al., 1998).
Self-efhicacy as a concept is perceived to be at lower levels in disadvan-
taged economies where many skilled individuals dont pursue desired
entrepreneurial activities mainly because they lack self-efficacy. This was
much emphasized by Krueger and Dickson (1994) who acknowledged
the role of self-eflicacy in opportunity recognition. Also, in their study on
Malay entrepreneurs, Mohd et al. (2014) found that self-efficacy is also
related to EO, specifically affecting innovativeness. In turn, Kumar
(2007) found a positive correlation between self-efficacy and innovative-
ness. However, and despite the criticality of self-eflicacy in general and in
the entrepreneurship field and the subsequent behavior, entrepreneurship
scholars didn’t accord much importance to its conceptualization in their
scholarly conversations (Krueger et al. 2000).

Subjectivist Theory of Entrepreneurship

There have been many academic attempts that aim to understand what
differentiates people who discover opportunities from others who don’t.



96 Y. Harb

Venkataraman (1997) argued about the reasons behind these people hav-
ing the ability to recognize current market problems and gaps and fitting
to them suitable offerings, while stating that it all refers to the informa-
tion that these people have and that in its turn, is based on their own life
experiences. Both Covin and Lumpkin (2011) and Wales (2016) linked
EO to many theoretical lenses that are found to be triggering it and shap-
ing its scholarly research. One of these theories is the “Subjectivist Theory
of Entrepreneurship” proposed by Kor et al. (2007) and that concerns the
entrepreneurs themselves.

This theory suggests that the prior experience and knowledge of the
entrepreneur are responsible for opportunity recognition and some par-
ticular leverage of resources. In addition, this theory is advanced in terms
of tackling the existence of EO as a phenomenon while considering both
its antecedents and its consequences (Covin & Lumpkin, 2011). Kor
et al. (2007) have introduced this theory to focus on the individuals
themselves and what concerns their skills and knowledge along with
keeping the same focus on the role that subjectivity plays in both the
creativity and the discovery processes. In fact, they have emphasized that
entrepreneurship can be subjectively perceived and handled. This is
because different entrepreneurs have different combinations of knowl-
edge where each combination has its own interpretation. The unique
bundle of knowledge and life experiences that the entrepreneur owns will
effectively enhance entrepreneurial activity and further affect the com-
petitiveness and growth of its firm. In this context, Shane (2000) argued
that the entrepreneur discovers opportunities that are related to their
prior knowledge and gathered information, stated as the “knowledge cor-
ridor” by Venkataraman (1997). Such information varies among entre-
preneurs, being contingent on specific and unique life experiences.
Moreover, Kor et al. (2007) have described how someone’s knowledge
bundle changes over time, and how this change is accompanied by many
disclosures capable of enhancing entrepreneurial discovery. By entrepre-
neurial discovery, the theorists didn’t mean the discovery of existing
opportunities only, but encompassing creativity and opportunity cre-
ation, as being a result of interactions between entrepreneurs and differ-
ent stakeholders. Those entrepreneurs who are driven by creativity don’t
settle only on responding to the changes that happen in the market, but
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instead aim to create change, to innovate and to affect demand (Kor
et al., 2007).

One of the main stand-up points of this theory was the focus on the
firm-specific knowledge that the entrepreneurs gather and by which they
earn a superior quality over managers, key persons and executives of the
same firm. This gathered knowledge is mainly tactical, concerns all firm
levels, and originates from specific experiences within the firm.
Consequently, it seems evident that those entrepreneurs with broad
knowledge and experience will be capable of perfectly fitting between an
opportunity offered from their surrounding environment and the firm’s
insights into its own strengths and weaknesses. In addition to that, the
subjectivist theory tackles the team-specific experience and the industry-
specific experience as well. The former, as its name indicates, is capable of
making the entrepreneur better understood by each member of the team
and their attributes. The skills, personality traits and relationships that
individuals have with others reflect these personal attributes on which the
entrepreneur can rely to assess the overall productivity of the team.
Indeed, these attitudes play a major role in the whole team decision-
making process and thus affect the firm’s overall performance. Now, mov-
ing to the industry-specific experience, the entrepreneur has an interaction
with many stakeholders in the industry such as customers, suppliers,
lenders and many others, and on which they can build an industry-
specific knowledge affecting their subjective perception on different
opportunities accordingly. In fact, the ability to recognize and evaluate
opportunities highly depends on industry-related knowledge and experi-
ences, as this theory suggests. An opportunity discovery can be well
achieved when information on industry actors, behavioral patterns of
customers as well as unmet needs is gathered. The subjective perception
of the individual entrepreneur is consequently built upon this informa-
tion, and favors the growth and prosperity of the firm.

Entrepreneurial Dominant Logic (DL)

The concept of Dominant Logic (DL) was first introduced by Prahalad
and Bettis (1986) and defined as the managers approach of
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conceptualizing the business and deciding on resource distribution. The
cognitive orientation of top decision-makers reflects the way they engage
in strategic decisions in their organization. This cognitive orientation is a
resultant of the individual’s previous experience and knowledge. The con-
cept of entrepreneurial DL has been later elaborated by Meyer and
Heppard (2000) to be considered as a more employed concept when con-
necting to EO research and its scholarly conversation (Covin & Lumpkin,
2011). In their book, Meyer and Heppard (2000) presented the idea of
entrepreneurship as a DL that drives the creation of firms’ entrepreneur-
ial strategies. They perceived the entrepreneurial DL as a stimulus for the
continuous information search and filtering in order to bring on innova-
tions to the firm and further profit from these innovations.

In their later work, thought on DL has rotated, and thus Bettis and
Prahalad (1995) redefined DL as a level of strategic analysis and an infor-
mation filter through which strategists consider important data and
information. This filter has control over what these strategists find impor-
tant or not, since they select data that fit to their cognitive filter mecha-
nism. Considering this, and as per the conceptualization of DL described
above, any current or future structural and strategic decisions made by
managers will be based on their DL which is the only factor capable of
diminishing some choices or to motivate undertaking others accordingly.
Along with this, Covin and Lumpkin (2011) have attributed the differ-
ence between EO patterns in firms performing in similar environments
to DL considering its high influence on the entrepreneurial posture of a
given firm and its ability to differentiate between one firm and another.
In this context, and within a study performed on Mexican manufactur-
ing ventures, it was found that DL mediates the EO-performance rela-
tionship, and risk-taking, aggressiveness and innovativeness had the
highest correlations with DL (Campos et al., 2012).

Organizational Culture and Structure

With the aim of not narrowing the discussion of internal factors on entre-
preneurs and decision-makers only, though they are the ones having the
most influence on the firm’s strategic orientation and its entrepreneurial
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posture, especially when it considers the case of SMEs, one must consider
the organizational context that differentiates a firm from its rivals and
that can be considered as a valuable type of intangible resources. In this
context, “Culture” as a term has its roots in the anthropology discipline.
When this term is used, anthropologists usually aim to show the unique-
ness of a certain community and the extent to which it differs from other
communities in its behavior transmitted to the subsequent generations.
However, four decades ago, “culture” as a term started being attributed to
the “organization” term to then be combined as “organizational culture”
that is mostly employed to differ an organization from others. In fact, the
rewarded behaviors in an organization as well as the most valued manners
belong to the organizational culture. This culture is transferred from one
generation of employees to another and is defined as the set of shared
values, attitudes and business principles that outline accepted behaviors
in a given firm. Therefore, within the aim to be entrepreneurially active,
a firm must hold a positive culture that favors proactiveness and innova-
tiveness. Defending this point of view, Covin and Slevin (1991) within
their investigation on internal variables, have talked about both the cul-
ture and the structure of an organization and how both can affect the
firm’s entrepreneurial posture by enhancing its innovativeness, its proac-
tive search for opportunities and its risk-taking tendency. Moreover, in
their study on the factors that produce EO, Fayolle et al. (2010) proposed
corporate culture to enhance the firm’s EO. Within this same perspective,
Abdullah et al. (2017) argued that organizational culture defines the
behavior of the organization through the influence it has on the attitudes
and behaviors of its members. Indeed, the thoughts and actions of an
organization’s members are shaped by the existing corporate culture and
the strength of this culture is measured by the extent to which the orga-
nization’s members believe in it and manifest it. In fact, it has been per-
ceived that when relationships and interactions between the organization’s
members are fostered, many dimensions of EO get affected, specifically
innovativeness and risk-taking (Miller, 2011).

Also, Denison (1990) has shown in a study that the culture of an orga-
nization has four main characteristics which are: involvement, consis-
tency, adaptability and mission, and it’s through these characteristics that
the organizational culture has implications on the efficiency of the firm.
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Involvement is considered as the level to which members of an organiza-
tion have a say in the decision-making process. This involvement diffuses
a sense of responsibility and is capable of fostering the firm’s actors’ cre-
ativity and innovativeness since they start to feel that they have a real
impact on the organization and its goals’ achievement process (Abdullah
etal., 2017). Similarly, Schein (1983) perceived entrepreneurial leaders as
the ones that set the corporate culture in an organization through pro-
moting autonomy between members and units and stimulating innova-
tion. Consistent however, is the level to which those members accept the
essential and fundamental values of the organization. By accepting the
values, members get more integrated into the organization and start to
coordinate activities which in turn has implications on the organization’s
effectiveness. Adaptability (having common characteristics of DCs as per
the researcher’s judgment) is how an organization leads to internal
changes as a response to environmental changes. Adaptability is a tool for
organizations to serve customers with the best value possible by making
necessary changes internally. Mission, and as its name indicates, is defined
as the most important purpose of why the organization exists. Therefore,
the organization’s mission should be well-defined in order to facilitate the
relationship with the external environment and thus structure an effec-
tive future vision (Abdullah et al., 2017).

Moving to “Organizational Structure”, this is more about how com-
munication and authority relationships are settled within the organiza-
tion (Covin & Slevin, 1991) where differences in structure exist, defined
as either organic or mechanistic (Covin & Slevin, 1991). In both cases,
the structure influences the entrepreneurial activity and posture of the
firm. However, flexibility in the structure of the firm is needed for it to
take decisions promptly especially in response to its rivals (Covin &
Slevin, 1988). So there is always a call for a suitable organizational struc-
ture (flattening hierarchies and assigning authority as per Lumpkin &
Dess, 1996) that includes mainly an easy flow of information and com-
munication with the minimum number of layers possible. Miller (2011)
added that many contingency theorists in the literature have asserted that
a looser and more organic structure is capable of enhancing innovation.

Eventually, one must know that when it's a mechanistic structure,
authority has higher prominence than expertise in the firm, and
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information concerning the business is only accessible to picked top-
notch individuals inside the organization. In this kind of structure, job
descriptions are very rigid and procedures of operations are formalized.
Instead, when it’s an organic structure, expertise has a higher prominence
than authority, and information is easily accessed and shared among dif-
ferent members of the organization; also existing procedures have little
importance when confronted with a goal to be attained. In this context,
decentralized decision-making is considered as an important asset for a
firm. Miller and Friesen (1982) argued about the relationship between
structural variables and entrepreneurial firms’ innovativeness. In their
turn, Lumpkin and Dess (1996) argued that when the decision-making
is decentralized, the performance of the firm is enhanced, especially when
this firm displays EO. In contrast, bureaucracy has been perceived differ-
ently by another group of scholars, who have perceived routines to posi-
tively serve innovation, and proactiveness of the firm seen as their ability
to gather and monitor resources.

Conclusion

EO has occupied the scholarly conversation within the entrepreneurship
domain for decades (Covin & Lumpkin, 2011). Therefore, and for the
construct research to advance, this chapter acknowledges the gaps within
the EO theory and adds valuable theoretical and practical ramifications
to the body of knowledge of EO. This review has followed the sugges-
tions of many scholars and aimed to bring on to the academic conversa-
tion what has been thought of as a promising path in the EO research
that concerns its antecedents. Thus, according to the previous emphasis
put on different firm attributes in facilitating exhibition of entrepreneur-
ial activity and strategic action, in this chapter, we exhibited the role of
firm resources, DCs, the conditions of a firm’s network and some addi-
tional internal factors that consider both the firm and the entrepreneur in
fostering EO within SMEs. In addition, as this review has considered the
context of SMEs operating in emerging economies, it raises the hope of
motivating further exploration of EO in this context, seeing the low
incorporation of such frameworks within entrepreneurship studies.
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On a theoretical level, this study is based those rare ones that tackled
the EO construct-antecedents-and-consequences-relationship and illus-
trated a theoretical framework based on this exploration. On a practical
level, the analysis of the literature review highlighted some recommenda-
tions to SMEs to reconsider the dispositions of EO aspects within their
firms and reconfigure what triggers their attitudes and behaviors.
However, other recommendations are addressed to the parties concerned
with formulating strategies that foster the existence of SMEs and enhance
their capabilities. They must tailor their strategies and policies to meet
the needs of SMEs and ease their environment, specifically those compet-
ing in both national and regional economies. As for the recommenda-
tions addressed to scholars, this chapter inspires further exploration in
investigating the EO construct and the context where it occurs. Also, a
recommendation maintains on proposing a longitudinal study design in
EO where the relationship between the dimensions of the construct and
firm performance can be tracked over time and among different stages of
the firm’s development.
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