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Objectives: This study investigates the relationship between entrepreneurial orientation (EO) and entrepreneurial management (EM) and their impact on small firm growth. In this study it is assumed that a firm’s strategic orientation is influential on management practices and these have a combined impact on growth. We regard EO as the strategic dimension and assume that EO will determine the extent of EM practices which will eventually affect firm growth. These concepts are mainly applied in developed economies, thus this study aims to provide evidence from a different economical and cultural setting.

Prior work: This study is mainly based on the work of Brown et al. (2001) which recommend studying these two concepts together. A basic definition of EO can be the extent of firm’s engagement in innovative, risk taking and proactive behavior (Miller, 1983). EM is developed by Stevenson and he defines entrepreneurship as a management approach (Stevenson and Jarillo, 1990, p.23). Based on these studies, this paper tries to combine these two concepts and find their relationship with each other and with small firm growth.

Approach: A survey was used as a research instrument. The survey was applied to the owner/managers. Data was collected from 221 independently owned and operated manufacturing small firms that employ less than 150 employees in Istanbul. Survey provides the researcher the opportunity to gather data about variety of factors and enables the researcher to reach larger sample.

Results: Hierarchical regression analysis results indicated a significant F change between the models. Results confirm that also in this study EO affects firm growth. The explanatory power of our model increases when EO is accompanied by EM. Therefore, it can be concluded that EO achieves better results when it is supported by the appropriate management activities.

Implications: For researchers, the application of these scales in a different setting has important implications. The factor analysis results showed that some factors were eliminated. This may be due to the fact that some of the concepts like innovation are not applicable for Turkish small firms. The risk taking dimension of EO revealed negative results with growth. Therefore, some dimensions of these concepts have to be defined in accordance with culture.

Value: There is limited knowledge about the relationship between EO, EM and firm growth. This study examines the interaction between EO and EM. This study also provides evidence on their combined impact on small firm growth. Furthermore, these combinations are made in a different cultural and economical setting.
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Introduction

Entrepreneurship has received attention from several researchers. Davidsson et al., (2002) propose that in entrepreneurship studies “entrepreneurship” has to be defined appropriately. There are various definitions and conceptualizations of entrepreneurship. The mostly accepted definition belongs to Schumpeter (1934 cited in Morris and Sexton, 1996).  He defines entrepreneurship as introduction of new goods or new quality of goods, introduction of new methods of production, opening of a new market, utilization of new sources of supply and carrying out new organizational forms (1934 cited in Morris and Sexton, 1996). This definition considers entrepreneurship as “the creation of new economic activity”. In this approach, any activity that makes changes in the market is “entrepreneurship”. The “new activity” varies from starting a new firm to internal activities that are new to the firm (Davidsson, 2003). According to this definition firm growth is also regarded as entrepreneurship because growth brings some changes to the external environment as well as to the internal environment. Moreover, Stevenson and Jarillo (1990) argue that growth is achieved through entrepreneurship.  Davidsson et al. (2002) also claim that especially in the small firm, growth means entrepreneurship because small firms mostly grow organically rather than acquisition-based growth. Furthermore, Davidsson (1991) argues that firm growth is the sign for continued entrepreneurship. Based on this definition of entrepreneurship and these propositions, this study aims to find the relation between entrepreneurship and growth within the context of small firms. 

Entrepreneurship is mostly considered as a personal and organizational phenomenon.  Studying entrepreneurship at the individual level is not an easy task because there are several contingencies that affect the success of individual entrepreneurs. It is difficult to isolate these characteristics. Hence, it would be more beneficial when entrepreneurship is studied in terms of firm behaviour (Slevin and Covin, 1990). Organizations can also create value for the society by making changes in the economic environment just like “individuals” (Covin and Slevin 1991).  Some authors argue that studying and conceptualizing entrepreneurship as an organizational behaviour rather than an individual act is a better approach (Murray, 1984). Following these propositions, in this study entrepreneurship is studied at the firm level. Entrepreneurial orientation (EO) and Entrepreneurial Management (EM) emerge from two different definitions of entrepreneurship. Although these two concepts have similar perspectives, they measure two different dimensions of entrepreneurship. 

Entrepreneurial Orientation and Entrepreneurial Management

Entrepreneurship and firm performance relation has gained much attention in literature.  Positive relationships between entrepreneurial firm behaviour and growth have been noted by several researchers (Covin and Slevin, 1991; Kreiser et al. 2002; Lumpkin and Dess, 1996, 2001; Miller and Friesen, 1982). In firm-level entrepreneurship literature, EO is one of the most common concepts. EO is mainly defined as “strategic posture” of a firm which indicates a firm’s overall competitive orientation (Covin and Slevin 1989, 1990). A firm’s strategic posture is conceptualized by Covin and Slevin (1989) as a continuum from conservative to entrepreneurial orientation. According to their definition, the firms at the entrepreneurial edge take risks, innovate and act proactively (Covin 1991; Covin and Slevin, 1988, 1989, 1990). This definition is similar to Miles and Snow’s (1978) prospector firms and Mintzberg’s (1973) entrepreneurial organizations. In contrast, conservative firms are the organizations which minimize risks, do not innovate and act reactively (Covin and Slevin, 1989). These firms are similar to Mintzberg’s (1973) adaptive organizations and Miles and Snow’s (1978) defender firms. The dimensions of EO are clearly identified by Miller (1983). Miller (1983, p. 771) defines the entrepreneurial firms as the ones which “engage in product market innovation, undertake somewhat risky ventures, and are first to come up with “proactive” innovations, beating competitors to the punch”. This definition highlights “risk taking”, “innovation” and “proactiveness” as the dimensions of EO. Dess et al. (1997) also consider entrepreneurial strategy making as a different strategy making process and characterize this process with the dimensions of innovativeness, risk taking and proactive assertiveness. 
Innovation dimension is defined by Lumpkin and Dess (1996, p.142) as “the tendency of a firm to engage in and support new ideas, novelty, experimentation and creative processes that may result in new products, services or technological processes”. The importance of innovation for entrepreneurship is first emphasized by Schumpeter (1934 cited in Lumpkin and Dess, 1996). Covin and Miles (1999) propose that innovation is the single dimension that has to be employed within all entrepreneurial firms. According to Covin and Miles (1999), even in the presence of other dimensions, if innovation is not employed there is no firm level entrepreneurship. 

Risk taking and entrepreneurial behaviour dimensions have always been synonymous. Risk taking is defined by Miller and Friesen (1978, p.923) as “the degree to which managers are willing to make large and risky resource commitments –i.e., those which have a reasonable chance of costly failures”. 

Among all three dimensions, proactiveness is the one which received less attention from the researchers (Krieser et al., 2002). Proactiveness can be defined as acting opportunistically in order to shape the environment in terms of influencing trends and even creating demand.  In other words, being a first mover in the competitive market (Lumpkin and Dess, 1996). Lumpkin and Dess (2001) consider proactiveness as a response to opportunities. By this, they mean that proactive firms take initiative and be the leaders in the marketplace by exploiting the opportunities. In other words, they explore the resources, seek opportunities in the market and create new niches. Proactiveness requires experimentation and discovery (Lumpkin and Dess, 2001). 
Although EO is a widely used construct in entrepreneurship research, there are some problems. The definition of EO is in fact insufficient in explaining the place of entrepreneurship in management. Brown et al. (2001) propose that EO misses some points in entrepreneurship. They further argue that EO construct does not measure the firms’ opportunity recognition and exploitation levels. In fact, the pursuit of opportunity is the centre of several definitions of entrepreneurship (Brown et al., 2001).  Brown et al. (2001) suggest that EO has to be supported by Stevenson’s conceptualization of entrepreneurial management.  

Stevenson (Stevenson and Jarillo, 1990, p. 23) defines entrepreneurship as “the process by which individuals –either on their own or inside organizations- pursue opportunities without regard to the resources they currently control.”   This definition of entrepreneurship emphasizes opportunity seeking behavior and considers entrepreneurship as a management approach. This approach explains “how” entrepreneurs act (Stevenson and Gumpert, 1985). Mainly EM assumes that entrepreneurial firms are driven and motivated by the opportunity, seize it regardless of the resources they have and if necessary, prefer to rent these resources. In order to achieve these, they develop supporting mechanisms like structure, culture and people. These supporting mechanisms form the dimensions of EM. 

The dimensions of EM are strategic orientation, commitment to opportunity and resources, control of resources, management structure, reward philosophy, growth orientation and entrepreneurial culture. Strategic orientation explains the organizations orientation in strategy creation. According to EM, firms have two options in strategy creation: they can either create their strategies by the opportunities or by the resources they have. Commitment to opportunity is another dimension which emphasizes the firms’ willingness and ability to pursue opportunities in the market. Commitment to resources, on the other hand, describes a firm’s commitment level to resources when exploiting opportunities. In line with this, control of the resources explains the extent of ownership or employment of resources. Some firms prefer to employ all of the required resources whereas some firms prefer to rent the required resources. Management structure is the extent to which the firm has a flat and organic structure. In entrepreneurial firms the structure is expected to be organic because this structure enables them to be flexible and seek opportunities in the environment. In EM, rewarding system of the employees is important. In entrepreneurial firms, the employees are rewarded for their contributions to the organization. In other words, rather than seniority, they are rewarded when they add value to the firm. Growth orientation of the entrepreneurial firm focuses on rapid growth rather than slow and steady growth. This growth objective has to be known and understood by all the employees throughout the firm. When the firm aims for exploiting opportunities, innovation and creativity have to be encouraged within the organization.  This encouragement leads to creation of new ideas. These new ideas are essential for opportunity recognition. The ideas are easily developed in an entrepreneurial organizational culture which is another dimension of EM. In an entrepreneurial culture, ideas are more important than the resources and such firms usually have more ideas than their resources (Brown et al., 2001). 

Based on these dimensions of EM, Stevenson and Gumpert (1985), propose two types of “managerial behaviour” related to pursuit of opportunities. On one end there are promoter firms, which display entrepreneurial behaviour, aim to pursue and exploit opportunities regardless of resources controlled. On the other end there are trustee firms which display administrative behaviour. These “trustee” firms aim to make the most efficient use of their resources. Promoter and trustee firms have different approaches in all dimensions of EM. Strategic orientation of the promoter firms is driven by the opportunity whereas for trustees resources determine the strategy development. In terms of commitment to opportunity, the promoters are more flexible and seize the opportunity when they see one but trustees prefer to make long analysis and larger investments to pursue it. In line with this, the promoters’ commitment to resources is at the minimum while trustees prefer to make complete and large investments to resources. The promoters prefer to rent resources. However, the trustees like to own and employ all the required resources. The promoters have organic structure which enables flexibility and adaptability. On the contrary, the trustees have a more mechanistic structure. The reward philosophy of the promoters is based on the value added by the employees whereas the trustee firms reward their employees on responsibility and seniority. The promoter firms have an ambition for rapid growth. The trustees prefer a slow and steady growth. In the promoter firms opportunity seeking and exploiting culture in emphasized whereas in trustees the new ideas are restricted by the resources owned (Brown et al., 2001). 

Proposed Model for the Research

Empirical studies on EM are rare. Although recommended by researchers in the field (Brown et al., 2001) these two different dimensions of entrepreneurship are rarely used in the same study. This study aims to fill this gap and use EM and EO in the same study. Furthermore, our knowledge about their interaction and relationship with each other and with firm growth is still limited. In this study, it is assumed that a firm’s strategic orientation is influential on the management practices and these have a combined effect on the growth of the small firm. In literature EO is mainly regarded as the strategic orientation of a firm (Covin and Slevin, 1989, 1991; Lumpkin and Dess, 2001). In this study EO will be taken as the strategic orientation and EM will be regarded as an organizational construct that has to support EO. In short this study assumes that EO will determine the extent of EM practices in the small firm which will eventually affect the firm growth.  Based on a literature review of EO, EM and small firm growth, the following research model was developed. Firm age is also included as a control variable because it is considered an important factor in explaining firm growth. A negative relationship between firm age and growth is anticipated. 0lder firms are expected to grow less rapidly than the younger firms (Davidsson et al., 2002). In addition, firm age has a reverse impact on entrepreneurship. In literature it is proposed that as firms get older, they turn out to be less entrepreneurial. Therefore, a negative relationship between firm age and entrepreneurship is usually expected (Wiklund, 1998). 
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Figure 1: Proposed Research Model

Methodology of the Research

Instrument

Data was collected through a structured questionnaire. The questionnaire is composed of 3 parts which are EO, EM and growth. The questionnaire has 32 items in total. Each of these will be explained in the following parts.

The surveys were applied to the small firm owner/managers because in small firms the most knowledgeable person is the owner/manager and s/he is the decision maker and at the same time the implementer. 

Quantitative survey method is used in this study because it is essential if the researcher aims for explanation and prediction of the phenomena studied. Quantitative data when analyzed with appropriate statistical techniques is beneficial in analysis of the explanatory and predictive power of the employed variables. Quantitative survey provides the researcher the opportunity to gather data about different types of factors such as psychological and organizational factors.  In addition, the relationships between these variables and their importance can be determined with the quantitative surveys (Wiklund, 1998).  It also enables the researcher to reach larger sample and make analysis of large amounts of data (Davidsson and Wiklund, 2000). It also enables the researcher to generalize the findings drawn from the sample. In the studies of firm growth mostly survey instruments are used. Therefore, by using quantitative survey method, current study can be based on previous studies that used similar methods. This develops and extends our knowledge about the topic studied. This is mostly needed in the studies of entrepreneurship because our knowledge is fragmented (Wiklund, 1998).  

Entrepreneurial Orientation Scale

EO is measured by the scale developed by Covin and Slevin (1989). EO scale has 9 items, 1 of which is reverse. The scale was composed of statements related to the proactiveness, risk taking, and innovation. The owner/managers were asked to indicate their degree of agreement with these statements on a six-point scale ranging from “strongly disagree”=1 to “strongly agree”= 6. 

Entrepreneurial Management Scale

Brown et. al. (2001) offer a scale for measuring EM. The scale measures strategic orientation, commitment to opportunity, commitment to resources, control of resources, management structure, reward philosophy, growth orientation, and entrepreneurial culture. The scale has 20 items 5 of which are reverse. The owner/managers were asked to rate their degree of agreement with items on a six-point scale ranging from “strongly disagree”=1 to “strongly agree”= 6. 

Measurement of Growth

In this study, growth is measured by sales and employment growth. Rather than subjective measures, objective growth measures are used. In terms of objective measurements of growth, the most commonly used growth indicators are, turnover/sales and employment (Delmar 1997; Wiklund 1998). Between specified time periods, an increase in the sales and number of employees are considered as indicators of a growing firm. Sales growth is considered as the main indicator of growth since it is commonly acknowledged that without an increase in sales the firm is unlikely to hire new employees (Delmar and Davidsson, 1998; Weinzimmer et al., 1998). In other words, growth process starts with sales growth (Davidsson and Wiklund, 2000). Sales figures are frequently used because they are easily remembered by the small firm owner/manager when compared to other growth indicators. In addition, the small firm owner/managers also measure their growth rate through sales. Thus sales figures are easier to obtain (Davidsson et al., 2004; Hoy et al., 1992).However, in literature it is highly recommended to use multiple indicators to measure growth rather than using a single indicator (Delmar, 1997). The characteristics of each country’s economy or the industry of the firm may affect different growth indicators. For instance, under the circumstances of inflation, it is recommended to use growth in numbers of employees (Delmar, 1997). Especially in times of unemployment, an increase in the organization’s employment level indicates the growth of the firm (Delmar et al., 2003). In the light of the information above, in our study, sales and employment will be used as indicators of growth. In other words growth will be defined in terms of increase in sales and employment.  

The sales and employment figures for the three year period (2001-2004) were collected from the firms. In order to make the inflation adjustments to the sales figures as suggested by Weinzimmer et al. (1998), differences in the Producer Price index between the years 2001 and 2004 were calculated. The sales growth rate of each firm was then calculated. Adjusted sales figure of year 2001 was subtracted from the sales figure of year 2004. The result was divided to the adjusted sales figure of year 2001.  

Sample of the Study

The survey instrument was applied to the owner/managers of small manufacturing firms operating in Istanbul. In total, data was collected from 221 independently owned and operated manufacturing small firms that employ less than 150 employees. In this study, the Turkish Small and Medium Industry Development Organization’s (KOSGEB, 1990) definition of SMEs is used. According to this definition, in manufacturing sector; the ones employing 1 to 50 employees are small sized enterprises and the ones employing 51 to 150 employees are medium sized enterprises. The sample of this study was independently owned and operated manufacturing small firms employing less than 150 employees.  

As Table 1 shows, the firms in our sample are rather young. 38.1% of firms are less than 10 years old and only 12.6% of the firms are older than 30. Most of the firms in our sample have less than 50 employees and only 20.8% has 51 to 150 employees. 

Table 1. Sample distribution by firm age and number of employees

	
	Frequency
	Percent

	Firm Age

(10 years old

10-20

20-30

(30 years old

Total
	82

71

35

27

215
	38.1

33.0

16.3

12.6

      100

	No. of employees

1-10

11-50

51-150

Total
	62

113

46

221
	28.1

51.1

20.8

      100


Findings

In this study, the collected data was initially analyzed by reliability and factor analysis. The relationships between dependent and independent variables were tested by hierarchical regression analysis. 

Reliability and Factor Analysis of EO Scale

The original EO scale had 9 items. After the first factor analysis, 3 factors emerged.  One item with a factor loading lower than 0.50 was eliminated. The “innovation” factor had a low reliability; therefore it is excluded from the analysis. Factor analysis was run again and resulted in 2 factors. “Proactiveness” and “risk taking” are the same as the original “entrepreneurial orientation scale”. Therefore, these factors were labelled as “proactiveness” and “risk taking” with reliabilities of 0.802 and 0.699 respectively.  

Table 2. Reliability and Factor Analysis of Entrepreneurial Orientation Scale

	
	Factor loadings 
	Variance Explained 
	Cronbach alpha
	Number of items

	Proactiveness
	
	41.769
	0.802
	3

	My company typically initiates actions to which competitors then respond.
	0.933
	
	
	

	My company is very often the first business to introduce new products or services, administrative techniques, operating technologies, etc. 
	0.926
	
	
	

	In our firm there is a very strong emphasis on R&D, technological leadership and innovation.
	0.561
	
	
	

	Risk Taking
	
	34.945
	0.699
	2

	Our firm has a strong proclivity for high risk projects (with chances of very high returns).
	0.872
	
	
	

	Owing to the nature of the environment bold wide-ranging acts are viewed as useful and common.
	0.836
	
	
	

	Total Variance Explained
	
	76.714
	0.741
	5

	Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
	0.655
	
	
	

	Bartlett’s Test of Sphericity

App. Chi-Square

df

Sig.
	412.462

    10

0.000
	
	
	


Reliability and Factor Analysis of EM Scale

After the first factor analysis, 6 factors emerged. First three items with factor loadings lower than 0.50 were eliminated and still 6 factors remained. Then due to low levels of reliability items related to “growth orientation” were excluded. Then factors analysis was run again and 5 factors emerged. One item with a factor loading lower than 0.50 was eliminated. This elimination resulted in 4 factors. These 4 factors are labelled as entrepreneurial culture, reward philosophy, organic structure and strategic orientation with reliabilities of 0.714, 0.690, 0.644 and 0.748 respectively.  

Table 3. Reliability and Factor Analysis of Entrepreneurial Orientation Scale
	
	Factor loadings 
	Variance Explained 
	Cronbach alpha
	Number of items

	Entrepreneurial Culture
	
	17.729
	0.714
	5

	We never experience a lack of ideas that we can convert into profitable products and services.
	0.808
	
	
	

	Changes in the society-at-large often give us new ideas for products and services.
	0.757
	
	
	

	As we define our strategies we are driven by our perception of opportunity. We are not constrained by the resources at (or not at) hand.
	0.611
	
	
	

	We strongly emphasize adapting freely to changing circumstances without much concern for past practices.
	0.578
	
	
	

	We have many promising ideas than we time and resources to pursue.  
	0.575
	
	
	

	Reward Philosophy
	
	14.896
	0.690
	4

	Our employees are compensated based on the value they add to the firm as individuals. 
	0.825
	
	
	

	Our employees are compensated based on the value they add to the firm as a team.
	0.711
	
	
	

	Our employees are rewarded for their outstanding performance.
	0.654
	
	
	

	An employee’s standing is based on the value s/he adds.
	0.572
	
	
	

	Organic Structure
	
	13.384
	0.644
	4

	We prefer tight control of funds and operations by means of sophisticated control and information systems. (R)
	0.732
	
	
	

	There is a strong emphasis on getting line and staff personnel to adhere closely to their formal job descriptions. (R)
	0.675
	
	
	

	Employees’ operating styles are allowed to range freely from very formal to very informal.
	0.666
	
	
	

	We prefer to totally control and own the resources we use. (R)
	0.629
	
	
	

	Strategic Orientation
	
	11.749
	0.748
	2

	We limit the opportunities we pursue on the basis of our current resources. (R)
	0.860
	
	
	

	The resources we have significantly influence our business strategies.
	0.829
	
	
	

	Total Variance Explained
	
	57.758
	0.683
	15

	Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
	0.691
	
	
	

	Bartlett’s Test of Sphericity

App. Chi-Square

df

Sig.
	773.355

  105

0.000
	
	
	


Results of Multiple Regression Analysis

The relationships between dependent and independent variables were tested by hierarchical regression analyses.

In literature there is no consensus on whether the dimensions of EO act together or not (Kreiser et al., 2002). Miller (1983) proposes that a firm can be entrepreneurial only if it employs these 3 dimensions at high levels. Covin and Slevin (1989) also proposes that EO is a unidimensional strategic orientation. However, there is no agreement on this proposition because some entrepreneurs can be very risk averse and in some cases imitation rather than innovation can lead to better results. Therefore, entrepreneurship can be explained in a better way when all these three dimensions are considered as independent from each other (Lumpkin and Dess, 1996, 2001). The supporters of this view argue that each dimension of entrepreneurship may have a different relation with performance variables (Kreiser et al., 2002). Research evidence also shows that these three dimensions have different impact on the performance of the firm (Begley and Boyd, 1987; Kreiser et al. 2002; Lumpkin and Dess 1997, 2001). For instance Begley and Boyd (1987) found that risk taking at a moderate level, firm performance was affected positively but beyond that point, higher levels of risk taking started to affect performance negatively. In their multi country analysis of EO study, Kreiser et al. (2002) also found that EO has three unique and independent sub-dimensions, innovation, proactiveness and risk taking. Considering EO as a multidimensional and independent construct is recommended for scholars in order to understand entrepreneurship and entrepreneurial behaviour in different contexts (Krieser et al., 2002; Lumpkin and Dess, 1997).  Based on these propositions, in this study EO dimensions are considered as independent from each other.

Hierarchical Regression Results for Sales Growth

Hierarchical regression analysis for sales growth revealed significant F changes between the 3 models. The R square of the models increased with each additional list of variables.  The first model includes firm age. In model one firm age has a significant relation with the sales growth (β= 0.143). When EO dimensions are included in the second model, the model is still significant and R square increases to 0.284 from 0.020. However, firm age does not have a significant relationship with sales growth in this model. On the other hand proactiveness reveals significant contributions to sales growth with β= 0.554. When the components of EM are entered in the third model, the model reveals significant F change with an increase in R square to 0.352. The investigation of the individual variables’ regression coefficients and standardized regression coefficients tell that proactiveness, risk taking, reward philosophy and organic structure have significant relationships with sales growth when all variables are entered. Proactiveness has a significant and positive contribution (β= 0.384) whereas risk taking has a significant but negative relation to sales growth (β= -0.141). Reward Philosophy and Organic Structure has positive relationships with sales growth with β= 0.171 and β= 0.168 respectively. 
Table 4. Hierarchical Regression Results for Sales Growth

	
	Model 1
	Model 2
	Model 3

	Independent Variables Entered
	B 
	SE B
	β
	B 
	SE B
	β
	B 
	SE B
	β

	Firm age
	1.726
	0.868
	0.143*
	-0.192
	0.789
	-0.016
	-0.550
	0.766
	-0.046

	EO
	
	
	
	
	
	
	
	
	

	Proactiveness
	
	
	
	58.841
	7.196
	0.554*
	40.740
	8.557
	0.384*

	Risk Taking
	
	
	
	-10.777
	8.284
	-0.085
	-17.866
	8.841
	-0.141*

	EM
	
	
	
	
	
	
	
	
	

	Entrepreneurial Culture
	
	
	
	
	
	
	17.243
	12.084
	0.105

	Reward Philosophy
	
	
	
	
	
	
	20.696
	8.759
	0.171*

	Organic Structure
	
	
	
	
	
	
	23.671
	9.399
	0.168*

	Strategic Orientation
	
	
	
	
	
	
	16.022
	9.279
	0.111

	Adjusted R Square
	0.015
	
	
	0.272
	
	
	0.327
	
	

	R Square
	0.020
	
	
	0.284
	
	
	0.352
	
	

	∆ in R Square
	0.020
	
	
	0.263
	
	
	0.069
	
	

	Sig. F Change
	0.048
	
	
	0.000
	
	
	0.001
	
	

	F for ∆ in R Square
	3.955
	
	
	34.342
	
	
	4.844
	
	

	F for ANOVA
	3.955
	
	
	24.678
	
	
	24.213
	
	

	*p‹ 0.05
	
	
	
	
	
	
	
	
	


Hierarchical Regression Results for Employment Growth

The first model includes firm age where firm age does not have a significant relation with the sales growth. When EO dimensions are included in the second model, the model becomes significant and R square increases to 0.157 from 0.099. In this model, firm age has a significant but negative relationship with sales growth with β= -0.153. On the other hand proactiveness also contributes significantly to employment growth with β= 0.335. When the components of EM are entered in the third model, the model reveals significant F change with an increase in R square to 0.157. The investigation of the individual variables’ regression coefficients and standardized regression coefficients tell that firm age, proactiveness, and organic structure have significant relationships with employment growth when all variables are entered. Firm age still has a negative contribution to employment growth with β=-0.178. Proactiveness has a significant and positive contribution (β= 0.230) Organic Structure has a positive relationship with sales growth with β=0.185. 

Table 5. Hierarchical Regression Results for Employment Growth

	
	Model 1
	Model 2
	Model 3

	Independent Variables Entered
	B 
	SE B
	Β
	B 
	SE B
	β
	B 
	SE B
	β

	Firm age
	-0.689
	0.883
	-0.057
	-1.866
	0.892
	-0.153*
	-2.159
	0.882
	-0.178*

	EO
	
	
	
	
	
	
	
	
	

	Proactiveness
	
	
	
	35.895
	8.141
	0.335*
	24.635
	9.846
	0.230*

	Risk Taking
	
	
	
	-7.443
	9.372
	-0.058
	-15.455
	10.174
	-0.121

	EM
	
	
	
	
	
	
	
	
	

	Entrepreneurial Culture
	
	
	
	
	
	
	20.694
	13.905
	0.125

	Reward Philosophy
	
	
	
	
	
	
	4.018
	10.079
	0.033

	Organic Structure
	
	
	
	
	
	
	26.333
	10.815
	0.185*

	Strategic Orientation
	
	
	
	
	
	
	13.361
	10.677
	0.092

	Adjusted R Square
	-0.002
	
	
	0.084
	
	
	0.125
	
	

	R Square
	0.003
	
	
	0.099
	
	
	0.157
	
	

	∆ in R Square
	0.003
	
	
	0.096
	
	
	0.058
	
	

	Sig. F Change
	0.437
	
	
	0.000
	
	
	0.015
	
	

	F for ∆ in R Square
	0.608
	
	
	9.918
	
	
	3.155
	
	

	F for ANOVA
	0.608
	
	
	6.834
	
	
	4.867
	
	

	*p‹ 0.05
	
	
	
	
	
	
	
	
	


Discussion

The factor analysis of the EO and EM scale has resulted in similar but different sub dimensions. For instance, EO scale resulted in two factors; proactiveness and risk taking that are the same as the original scale. However, the innovation dimension is eliminated. The EM scale also resulted in 4 factors which are similar to the original EM scale. These four factors are organic structure, strategic orientation, entrepreneurial culture and reward philosophy. Questions related to resource and growth orientation dimensions are eliminated. These findings indicate that these scales are applicable in other cultures. However, some adjustments are required depending on the nature of the culture.

The results of hierarchical regression analysis proved that EO accompanied with EM leads to higher sales and employee growth. When coefficients of sales growth are analyzed, proactiveness, organic structure and reward philosophy revealed significant and positive results. Risk taking had a significant but negative effect on sales growth. This means that small firms in our sample prefer to take calculated risks. Therefore, they are risk averse.  If small firms aim sales growth, they have to be proactive and risk averse.  This finding is consistent with the proposition of Kreiser et al. (2002) which emphasize that high performing firms can still be entrepreneurial and risk averse. Also, in accordance with the factor analysis results the negative impact of risk taking on sales growth indicates that EO scale has to be adjusted for Turkish cultural settings. For Turkish small firms calculating risk is more important than taking risk.  In addition, the small firm has to employ a flexible structure and a compensation system that rewards experience and performance rather than seniority. The age of the firm which was taken as the control variable did not show significant results when performance was measured by sales growth. In the case of employee growth, proactiveness and organic structure revealed significant and positive results. For employee growth, proactiveness has to be supported by flexible structure. Covin and Slevin (1988) also found that organic structures enable EO.  However, the age of the firm as a control variable revealed significant but negative results.  This proves that firm age is negatively associated with entrepreneurship and thus employment growth. The younger the firm, the more entrepreneurial it becomes and more employees it employs. 
In line with the suggestions of Weinzimmer et al., (1998) and Delmar and Davidsson (1998), this study also proves that the variables affecting growth of firms in terms of sales and number of employees are different. Although in both models, proactiveness and organic structure were the only consistent findings, other variables varied. Therefore, it has to be noted that it is important to include different measures for growth in the same study. However, researchers should be aware that the independent variables are different for each concept. 

In summary, EO with a special emphasis on proactiveness dimension affects firm growth. Lumpkin, Dess (2001) and Miller (1983) also found positive and significant relationship between proactiveness and performance. However, the explanatory power of our models increases when it is accompanied by EM. Therefore, for both growth indicators it can be concluded that EO achieved better results when it is supported by the correct management activities. 

This paper makes some valuable contributions to the study of entrepreneurship and small firm growth. First of all, EO and performance relationship is a widely researched area. However, this relationship is mostly investigated in larger establishments because EO is usually considered as a large firm phenomenon. Thus, although studies investigating this relationship exist, still the applications of EO to the small firms are not so common. The case of EM is a bit different. Although it is widely used as a concept, the use of EM in empirical studies is rare. There is also limited knowledge about the relationship between EM and firm performance. In addition, EO and EM are rarely combined and their interaction with each other is not a widely researched area. This study proves that there is an interaction between EO and EM and this interaction has a positive impact on firm growth in a different cultural setting like Turkey. Rather than considering them as the components of the same concept, in this study they are regarded as separate concepts. EO is taken as a strategic dimension and EM is regarded as management practices. In other words, these two concepts are thought as complimentary. The findings of hierarchical regression confirms this assumption and significant results show that EO when supported by EM practices lead to higher performance in the small firm.  

The findings of this study are also valuable for the small firm owner/managers. This study provides them guidance about the strategic orientation and management practices they have to employ for better performance. For instance, for Turkish small firms who want to strive for sales growth, it can be recommended to be proactive and take calculated risks. They also have to promote entrepreneurial culture and organic structure. 

There are some limitations of this study. First of all, this study covers only the relationship between EO and EM and their impact on growth. However, further studies may cover determinants of these two concepts. More emphasis can be given to opportunity seeking behavior and its determinants. 

Implications

This study has several implications for policy makers, researchers and small firm owner/managers.

First of all this study proves that entrepreneurship is essential for both sales and employee growth. Successful small firms are important contributors to regional and national economy.  If the policy makers aim to create more employment opportunities and economic development through successful small firms, they have to develop systems that emphasize the importance of “entrepreneurship” for the small firm.  

For researchers, the application of these scales in a different economical and cultural setting has important implications. First of all, the factor analysis results showed that some factors were eliminated in our sample. This may be due to the fact that some of the concepts like opportunity seeking behavior or innovation are not applicable for Turkish small firms. In addition, the risk taking dimension of EO revealed negative results. This indicates that although these firms are proactive, they prefer to take calculated risks. Therefore, some dimensions of these concepts have to be defined according to national and business culture. For that reason, more research in different cultural settings is needed. In addition, EO and EM is mainly developed for and studied at the large scale organizations which have different characteristics than the small firms. The results of this study may also be the outcome of this difference. More empirical research on entrepreneurship at the small firm is also essential. 

The small firm owner/managers have to keep their entrepreneurial spirit. This entrepreneurial spirit is assumed to be present at the foundation of the organizations. When the firms start to grow, formalization increases and entrepreneurial spirit start to decrease. Therefore, this study proves that in order to actualize growth in terms of sales and employees small firms have to be proactive and build management practices that enable this orientation. 
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