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Chapter 1

Introduction

The role of SMEs and self-employment in Belgium and in many other countries is, no
doubt, very prominent in terms of employment creation and value added. From a policy
perspective, two central questions are: (1) what are the determinants of the strategies,
including innovation, by SMEs and the self-employed?, and (2) how does this link to
their performance, particularly in terms of (growth in) employment and value added?
This book reports the outcomes from a Belgian research project, coined SMESESAP
(administered as BELSPO project TA/00/40), with the aim to empirically study both
questions, using a comprehensive model of entrepreneurial performance and a few
empirical strategies that are new to the entrepreneurship domain. In this sense, the
overall approach adopted here is similar to the one of Audretsch et al. (2008), albeit at
the firm rather than country level. In so doing, this study adds to the current state of the
art in the academic literature in at least three ways by: (1) working toward developing
and estimating a more comprehensive and complex model, benefiting from a
multidisciplinary perspective; (2) doing so at the firm rather than country level,
focusing on the strategy (with an emphasis on innovation) and performance
(particularly growth) of SMEs and the self-employed; and (3) using a few novel

conceptual empirical approaches.

Clearly, as is the case with any study, this implies that there are many things this study
will not and cannot do. This makes its contribution clearly complementary to earlier
work. For example, by focusing on firm-level strategy and growth of SMEs and the self-
employed, we will evidently not deal with entry and exit at the market (or country)
level, nor with the inter-linkages with and roles of large enterprises. Specifically, the
study reported in this book provides a first - and essential, we believe - step toward a
multi-level study, linking the micro-level of the SME or self-employed to the meso-level
of the industry and macro-level of the country. Notwithstanding this, the current study’s

attempt to develop a multi-level study only goes halfway, at best. We return to the way
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forward in the concluding Chapter 10. Note that another pair of key contributions of this
study is both empirical, by collecting and analyzing a unique and novel dataset (see
Chapter 4), as well as methodological, by introducing a new method to measure
entrepreneurial explicit and implicit motives (see Chapter 3). This implies that the
potential contribution to practice, that of both SMEs/self-employed and policy-makers,

is substantial. We return to this issue rather extensively in Chapter 9.

The intention expressed throughout this book is to develop an ambitious programmatic
approach to the study entrepreneurship, using SMESESAP as the platform for further
work. SMESESAP is the acronym for a research project financed by the federal
government of Belgium. The full title of the project is “Determinants of SME! and Self-
Employed Entrepreneurs’ Innovation Strategy and Growth Performance”. The project
ran from 2011 to 2014. Its key aim was to develop an evidence-based model of what
may be called ambitious entrepreneurship - a term that was introduced later in the
project to better capture what we try to focus on here. As in Stam et al. (2012), an
ambitious entrepreneur is defined as someone who identifies and exploits opportunities
to create new products, services, processes or organizations with high entrepreneurial
intensity, where the latter is reflected in employment creation, innovative activity
and/or sales growth. The interest in this type of entrepreneurship is related to the
observation that entrepreneurial value generation beyond mere self-sufficiency is
critical for a society’s economic growth and progress. This nicely mirrors the project’s

focus on innovation and value creation, as emphasized in the original project proposal.

Essential is that we study ambitious entrepreneurship through a multi-level, multi-
disciplinary and multi-method lens. The multi-level perspective implies that we
combine elements of the environment, entrepreneur and strategy: strategy is assumed
to be the linchpin between the entrepreneur’s (or his or her venture’s)? strengths and
weaknesses, on the one hand, and the opportunities and threats in the environment, on

the other hand. Our key argument is that the value-creating performance of the

1 SME stands small and medium-sized enterprise. Generally, SMEs are defined as enterprises with a
maximum of 250 employees. SMEs are distinguished from the self-employed by having at least one
employee, aper from the owner, to begin with; the self-employed run a firm without employees.

2 We will use “entrepreneur” and references to his or her organization (firm, enterprise, venture, et
cetera) interchangeably, to increase the readability of our text, except as our logic implies that we
explicitly have to refer to either level of analysis.
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entrepreneur is dependent upon the degree of “fit” between both sides of this multi-
level entrepreneur - environment coin, with strategy as the linchpin. Related to the
multi-level perspective, our multi-disciplinary approach implies that we cherry-pick
insights across disciplines. For example, we introduce the theory of motives from
(Personality and Social) Psychology, that of standardization from (Industrial)
Economics, and that of “fit” from (Organizational) Sociology. Finally, to empirically
explore our multi-level and multi-disciplinary lens, we need to apply multiple
methodologies. For instance, we measure motives in small-scale workshops applying a
Brief Implicit Association Test (BIAT), we estimate conditional processes with our
survey data, and we perform a Qualitative Comparative Analysis (QCA) to explore

potential fit profiles.

The structure of this book is as follows. Part I sets the scene. In Chapter 2, we briefly
introduce this study’s theoretical lens. This lens offers the opportunity to position the
four empirical studies that form the heart of this book in the broader literature. In
Chapter 3, we present our methodological choices. As said, a few of these methodologies
are new to the domain of (ambitious) entrepreneurship, particularly the BIAT tool. In
Chapter 4, we describe the data we collected, and the database we constructed. This
already produces insights in and of themselves, even without further analytical-
empirical rigor. Part Il is the empirical core of this book, presenting the outcomes of
four illustrative and exemplary empirical studies. In Chapter 5, we focus on the
environment. Here, we analyze secondary European data, to examine whether and to
what extent and for what type of enterprises does European standardization have an
effect on individual enterprises’ evaluation of opportunities and threats. In Chapter 6,
we move to the level of the entrepreneur. Based on a novel method to measure
entrepreneurial motives, we investigate how such motives impact an entrepreneur’s
social responsibility behavior. In Chapter 7, we shift to the strategy perspective. We
examine the effect of a recent strategy typology - causation and effectuation - on
entrepreneurial orientation, benefiting from data collected through the first survey
wave. In Chapter 8, we bring all the pieces of the puzzle together. We search for
performance-enhancing “fit” or performance-enhancing “misfit”, focusing on exemplary
aspects of the environment, entrepreneur and strategy, exploring data from the second

survey wave. The final aspect of the book, in Part III, deals with lessons learned and to
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be learned. In Chapter 9, we discuss a series of policy implications that can be
(cautiously) derived from our set of results. In Chapter 10, we review what we have

done, and provide recommendations for future work.

A few remarks are worth making in advance. First, this is a relatively compact research
report, implying that we cannot explain each and every detail. For that, we refer to the
underlying, often lengthier, working papers (which are revised in response to journal
reviews). Second, and related to the first remark, we should note that we have
performed more analyses than we can present in this relatively compact report. For
instance, we have produced other papers on the theory of ambitious entrepreneurship,
entrepreneurial goal setting and the motives measurement method. Of course, this
additional work is available upon request. Third, more can be done with the data
collected than that we have been able to do, to date. For example, a more
comprehensive fit analysis can be performed using the empirical estimation strategy
introduced by Parker and van Witteloostuijn (2010), and we can run additional
performance analyses after recent objective firm-level data from the Belgian Central
Bank3 have been linked to our database. However, notwithstanding these disclaimers,
we hope - and believe - that the current book will bring across the message of the high
potential of the multi-level, multi-disciplinary and multi-method study of ambitious

entrepreneurship we start to develop below.

3 These data come available with a substantial lag. Hence, at the time we were running our analyses, these
statistics were not yet available for the appropriate year (i.e., the year matching with the dates of our
surveys). Of course, as soon as these data are published, we will conduct additional analyses.
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Chapter 2

Theoretical lens

2.1 Introduction

From well-established literatures in Business and Economics, we know that the study of
firm-level performance requires a complex, multi-level and multi-disciplinary
perspective, as many different elements, in isolation and interaction, co-determine such
performance, varying from individual leadership and organizational culture to market
competition and national regulation, and much more. Organization Sociology’s
contingency theory suggests that such complexity must be handled by either
quantitatively estimating bundles of mediating and moderating effects (Parker & van
Witteloostuijn, 2010) or engaging in Qualitative Comparative Analysis (Fiss, 2007).
Following this contingency-theoretic tradition, we will utilize a multi-disciplinary
theoretical contingency approach in combination with a dynamic multi-level QCA fit
analysis.* In so doing, from a theoretical perspective, we combine insights from such
disciplines as Business (e.g., international strategy), Economics (e.g., market
competition), Psychology (e.g., entrepreneurial leadership), Public Administration (e.g.,
red tape) and Sociology (e.g., social capital) in the context of a comprehensive
perspective on entrepreneurial strategy and performance. Empirically, by way of a first
step, we will cherry-pick elements from this overarching theoretical perspective to

conduct a first QCA fit study.

The multi-level analysis is required as the attributes of an individual entrepreneur, the
firm’s organization (for SMEs) and the external environment are all critical drivers,
often in subtle interaction with entrepreneurial behavior and performance. In the
context of this report, we cannot discuss all elements of this multi-disciplinary - multi-
level perspective (see, e.g., Parker et al., 2010, for an example). Rather, we will reflect on

a few key aspects to illustrate the overall logic, as summarized in Figure 2.1 below,

4 For the purpose of this report, we decided to employ QCA. In future work, we hope to add quantitative
fit estimations along the lines suggested by Parker and van Witteloostuijn (2010).
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which visualizes our analytical framework.> And of course, many more examples follow

in Part II's four empirical studies.

Figure 2.1 Overall analytical framework

Individual level
* Education level x T
* Gender, Age I |
*  Grit, Motives I (1) (30 (6)
* Hexaco personality traits ! . 3 | 3
« Self-efficacy I*’d: Strategy | | Performance
» Working Experience " . Eual—settingl . : . Enltreprsl_lneulrial .
T I * Growth aspiration | orientation (including
- I * Technological orientation I innovation)
Fu’n’r—fmi e Consumer orientation lr;?]| * Growth in Sales turnover,
* S!ze, AIEE 7 * Focus Strategy T profit and job creation
* Financing structure I |- pifferentiation Strategy I' |- internationalization
* Legal status ' |- Low cost Strategy I 1. satisfaction with firm’s
* Posteode !5:: * Causation : performance, career, and
T I « Effectuation | life in general

Environmental level | | .
* Sector, Dynamism, Access to ! (3) 11]I (8)

resources, Access to Finance ! (100
* Red tape, Competitiveness 1 4

pressure

Note that as both employment and value added relate to financial performance in the
sense that the latter co-determines the former, financial performance is an integral part
of our research model (but not explored any further here in Chapter 2, for reasons of

brevity).

5 Note that the SMESESAP research project proposal includes the role of firm-level internationalization
strategies and country-level regulations, as both are key elements of modern economies. Indeed, we did
collect information regarding both elements in our first-wave survey, but to find out that
internationalization strategies were of minor importance to the sampled SMEs and self-employed. Hence,
although we may analyze this issue in future work, we decided not to focus on this aspect of our overall
model in the current report.
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2.2 The project

The first part of the project focuses on the determinants of strategy, particularly
innovation and internationalization (arrows 1-5, see Figure 2.1). An example of an
individual antecedent of strategy, including innovation and internationalization, is the
psychological concept of locus of control, which is a well-known determinant of
entrepreneurial and innovative behavior. Locus of control relates to the belief as to the
extent to which own behavior (an internal orientation) or outside influences (an
external orientation) determine performance. Prior studies have shown that people
with an internal locus of control are associated with entrepreneurial behavior, and have
a preference for innovative strategies (Boone et al., 1996; Hansemark, 2003; Mueller &
Thomas, 2001), whereas those with an external locus of control tend to engage in
conservative behavior linked to a preference for low-cost strategies (Boone et al., 1996;
Govindarajan, 1989). One of the underlying reasons for this set of findings is that people
with an internal locus of control are relatively risk-taking, whilst their counterparts
with an external locus of control are relatively risk-averse. As a result, the ‘internal’
entrepreneurs are more likely to adopt riskier business strategies such as product
innovation and internationalization strategies, vis-a-vis ‘external’ entrepreneurs. In this
report, we offer a different take, to add to the current state of the art in the academic
literature. That is, in terms of personality, we take the Big Six personality traits on board
(see Chapter 8), rather than locus of control. Regarding strategy, we decided to focus on
a new strategic profile typology that may well have high relevance in an entrepreneurial

context: causation and effectuation (see Chapter 7).

A second element at the individual level is the role of demographic features, such as age,
education and gender. Understanding the individual characteristics that drive
innovative and risk-taking behavior of entrepreneurial ventures could assist
stakeholders such as banks and governments in promoting innovation and
internationalization of SMEs and the self-employed. Moreover, we will investigate the
moderating effects of individual-level variables with firm-level variables and
environment-level variables (arrows 4 and 5). Returning to the example of locus of
control, we know from earlier work that the role of moderating variables is key, in order

to understand the impact of this individual trait on the adoption and effect of risky
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business strategies. For example, Wijbenga and van Witteloostuijn (2007), examining
environmental dynamism as a moderating variable, found that internal entrepreneurs
prefer product innovation strategies in stable environments, whereas external
entrepreneurs opt for low-cost strategies in dynamic environments. In line with this
logic, we aim to investigate moderating variables at the firm level, such as firm size (for
SMEs only) and financing structure, and at the environmental level, such as market
structure, industrial characteristics (particularly minimum efficient scale, to control for
the limits to growth), financial market access, banking policies, intellectual property
rights, red tape (through rules and regulations) and national or regional culture (i.e.,
Belgian, British and Dutch, and Flemish and Walloon). From prior work, we know that
important external moderator variables are red type (van Witteloostuijn & de Jong,
2010), financial resources (Evans & Jovanovic, 1989), capital market access (Wiklund &
Shepherd, 2005), and national or regional culture (Hayton et al., 2002). In the current
report, an important contribution is that we seek to re-vitalize the entrepreneurial
motives tradition in the entrepreneurship literature, by applying modern motives
theory from Personality and Social Psychology, and the associate measurement method

of the Brief Implicit Association Test (BIAT; see Chapters 3 and 6).

The second part of the SMESESAP research project focuses on the link between strategy
and performance (arrows 6-10). Given the nature of modern-day challenges, we
primarily focus (but not exclusively) on competitiveness (Chapter 5), social
responsibility (Chapter 6), entrepreneurial orientation (Chapter 7), and job growth
(Chapter 8). A key vehicle of employment growth at the macro level, apart from entry of
newcomers, is growth of incumbents. Particularly promising are so-called gazelles,
defined as high-growth SMEs (Parker et al., 2010). Here, too, we start from the
contingency argument that a fit between environment, strategy, structure and
individual has to be established if the organization is to perform above par. In this part,
we concentrate on finding out under what conditions innovation strategies outperform
low-cost strategies (see Chapter 8, in particular). In this context, the essential
contingency argument is that innovation is not always the best strategy: whatever
strategy is opted for, it should be matched with the environment, structure and
individual in order to reach the greatest performance. For example, Wiklund and

Shepherd (2005) show that the impact of innovative orientation on growth
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performance is particularly pronounced in dynamic environments. In our context,
Parker et al.’s study (2010) is particularly interesting. They found that SME gazelles
have difficulty in sustaining their frenzied pace of growth, and that surviving SME
gazelles grow at a slower rate after a high-growth period. This evidence suggests that a
small firm can grow at a high rate, but with a high risk of subsequent death after the
gazelle period, if this firm fails to adjust strategy and structure to the new
circumstances. Implicitly, this logic implies that a risky business strategy such as
innovation is central to high growth, but that this very same strategy involves a high
risk of business failure. This would imply that a sustainable innovation - growth link at
the micro level of the individual SME (or self-employed) requires a complex, yet subtle

act of balancing and changing key elements of the web fit.

So, the second part of the SMESESAP research project will seek to deepen our
understanding of this dynamic and multi-dimensional strategy - performance link (e.g.,
that of innovation and growth in Chapter 8), involving bundles of mediating and
moderator effects (arrow 9-10; note that the QCA technique does not use this
terminology), as above, in order to find out what drives the sustained growth success of
gazelle SMEs over time. For the self-employed, we have collected tailor-made data on,
for instance, working time and financial income as measures of growth. However, in this
report, we focus on SMEs, leaving the study of the self-employed for future work. We
descriptively explore these and other distinctive aspects of self-employment, such as job
satisfaction (Ajayi-Obe & Parker, 2005; van den Born & van Witteloostuijn, 2013), in
Chapter 4.

2.3 The approach

The micro-performance of SMEs or the self-employed is determined by a complex web
of bundles of factors at the level of the entrepreneur, organization (for SMEs) and
environment, as explained above, all relating to the SME's or self-employed’s internal
strengths and weaknesses as well as the opportunities and threats in the external
environment (as visualized in Figure 2.1). As mentioned above, in a setting like this, a fit

between individual, strategy, structure and environment is central to attain high
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performance, in terms of both growth and profitability, or any other measure of
performance. In the literature, different - often contrasting - conceptions and measures
of fit abound. Parker and van Witteloostuijn (2010) recommend a new conceptual and
empirical method to integrate fit-as-deviation, fit-as-moderation and fit-as-system
perspectives in a quantitative modeling and estimation framework, including
interaction (explicitly) and distance (implicitly) measures of fit in a general model
specification, both individually and as bundles. For now, we illustrate in Chapter 8 how
our fit logic plays out by applying so-called Qualitative Comparative Analysis

methodology (QCA).

Moreover, in executing the proposed research project, we will employ a multi-level
analytical lens, as our variables of interest are located at two or three levels of analysis:
the individual, the organization (for SMEs only) and the environment. Estimating the
associated complex dynamic multi-dimensional contingency fit models is very data
demanding. Therefore, we initially had the ambition to take a comparative multi-
country longitudinal four-step approach. Due to low response numbers in two of the
three countries where we administered a self-administered questionnaire (see below),
we primarily focus on Belgium in this report (except for Chapter 5, where we employ

secondary datasets). Our approach comprised of four steps:

1. In the first step, we focused on exploring existing international databases such as
CIS and GEM, as well as national sources such as annual report databases and
statistical information collected by national authorities. Chapter 5 illustrates this
approach, analyzing a European dataset to investigate perceptions about the
effect of EU standardization on firm-level competiveness. Moreover, by linking
Belgian statistical information to our survey data, we can run further analyses in
the near future (this has to wait until we can map data for the same year, as this
statistical information comes available with a lag).

2. Inthe second step, we administered a tailor-made first-wave survey at the
beginning of the second year of the project. This survey was widely distributed in
Belgium, as well as in specific regions in the Netherlands (Brainport Eindhoven)
and the UK (Kent). Although the Belgian survey data are extremely rich, with

thousands of respondents (the precise n can be different from one variable to
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another, due to the adopted slicing strategy), the number of observations from
both other countries turned out to be too small to run a quantitative cross-
country comparative analysis. However, particularly Chapter 7, focusing on the
causation-effectuation strategy — entrepreneurial orientation link, illustrates
what can be done with the rich data from Belgium.

3. In the third step, which we decided to add to the original research plan after a
careful review of the ambitious entrepreneurship literature (see Stam et al.,
2012; Hermans et al., 2013), we organized a series of small workshops in
Antwerp (Flanders) and Namur (Wallonia). During these workshops, we could
measure the explicit and implicit motives of a small sample of Belgian
entrepreneurs (n = 108), using the recent Brief Implicit Association Test (or
BIAT), to explore the effect of such motives on entrepreneurial attitudes,
strategies and outcomes (see Chapter 3). A first study on the basis of these
unique data is reported in Chapter 6, focusing on the motives impact on social
responsibility.

4. In the fourth step, the first-wave survey was repeated early in the third year of
the project. The second-wave survey is required because the multi-dimensional
nature of our model implies that we need measures of many variables that are
not easily observable otherwise. Moreover, the repetition is needed in order to
do justice to the dynamic logic of our argument, emphasizing the risky and subtle
need to adapt strategy and structure over time in order to maintain a sustained
fit in a changing environment. In Chapter 8, we apply Qualitative Comparative

Analysis to explore (mis)fit profiles in our data.

With this four-step approach, we have been able to collect unique data, brought
together in a comprehensive database. The database offers many opportunities to
produce a series of studies with a novel take. The results clearly add to the state of the
art in the entrepreneurship literature, and lead to a few thought-provoking policy
implications (see Chapters 9 and 10). In future work, we hope to further explore the

initial research routes taken in this book.
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Chapter 3

Methodological toolKit:

3.1 Introduction

In this Chapter 3, we list some thoughts on how a research design, focusing
predominantly (but not exclusively) on primary data collection, could look like in the
context of (a) the SMESESAP project and (b) a larger programmatic approach, as well as
on (c) what choices we did make and why. Moreover, first, taking SMESESAP as the
platform, we reflect on a few theoretical issues. The aim of this reflection is to come to a
selection of variables that should be part of an overarching model of ambitious
entrepreneurship. Second, we discuss the option to do a micro-level panel study in three
countries with two or three waves of primary data collection, next to macro-level
analyses of secondary data (after creating a unique database by linking available
datasets). Here, given constraints in budget and time, it is vital to develop a research
design that maximizes the likelihood of finding results that are interesting for both an
academic and practitioner audience. This is why we decided to do a series of in-depth
workshops to measure entrepreneurial explicit and implicit motives in Belgium
(Flanders and Wallonia) only, combined with an extensive first-wave survey in all three
countries (and, in Belgium, three regions: Brussels, Flanders and Wallonia) plus a much
shorter second-wave survey in Belgium only. Third, and related to the perspective on
motive, we introduce a recently developed method, new to the entrepreneurship

domain to measure motives: the Brief Implicit Association Test (BIAT).

6 The research material presented in this chapter refers to two working papers and one journal article:
Hermans, ], Vanderstraeten, J., Dejardin, M., Ramdani, D., & van Witteloostuijn, A. (2013), Entrepreneur
ambitieux: état des lieux et perspectives, Revue de I'Entrepreneuriat, 13 (1-2): 43-70; Hermans, J.,
Vanderstraeten, J., van Witteloostuijn, A., Dejardin, M., Ramdani, D., & Stam, E. (2015 / forthcoming),
Ambitious entrepreneurship: A review of growth aspirations, intentions, and expectations, In Corbett, A.
C., Katz, ]., & McKelvie, A. (Eds.), Entrepreneurial growth: Individual, firm & region. Bingley: Emerald Group
Publishing Ltd. (Advances in Entrepreneurship, Firm Emergence and Growth, Volume 17); and Slabbinck,
H., van Witteloostuijn, A.,, Hermans, ], Brassey, ], Ramdani, D., Vanderstraeten, J., & Dejardin, M. (2014).
The added value of implicit motives for organizational research, Working Paper, Antwerp: University of
Antwerp.
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So, in terms of primary data collection, our project thus employs two tools: two survey
instruments in either three countries (first wave) or Belgium alone (second wave), and
the BIAT in a series of workshops. In the current Chapter, we refrain from introducing
the questionnaire instruments in any further detail, as here we simply apply established
survey methodologies (from item generation to establishing reliability and validity
psychometrically); we do not offer any contribution to the methodological literature.”
This is different for our BIAT methodology, which is brand new in the entrepreneurship
literature. Therefore, in this Chapter 3, we introduce this new methodology in Section
3.4, being — we believe - an important contribution to the literature in, and of, itself.

Note that data from the BIAT also form part of the analyses in Chapter 6.

3.2 Model development

In the SMESESAP research proposal (see Chapter 2), we emphasize that a key aim is to
develop and estimate a comprehensive model of SME and self-employed strategy and
performance, where strategy is not only an independent variable, but also a mediator in
the performance model (see Parker et al., 2010, for an overview and exemplary study).
By and large, the overarching model is composed of four larger building blocks (see
Figure 2.1 above): (1) environment; (2) firm; (3) entrepreneur; and (4) performance.
Based upon a literature review regarding ambitious (particularly high-growth)
entrepreneurship (see Stam et al,, 2012; Hermans et al., 2013) and discussions within

the research team, we decided to include at least the following variables:8

1. Environment. Here, the usual suspects have to be included. On the one hand,
broad proxies of characteristics of the firm’s environment can be added through
dummies for region and sector (or industry). Alternatively, environmental
influences can be captured by including more specific features such as the
unemployment rate, GDP per capita, GDP growth, population size, access to

finance, small firm density, education, tax regime, welfare state policies, income

7 In Chapter 4, we will introduce our survey instruments in greater detail, complemented with the
descriptive statistics.

8 Apart from main effects, we test for a variety of non-linear, mediating and moderating relationships
across our four empirical studies in Part II (see Parker & van Witteloostuijn, 2010).
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inequality, and culture.® On the other hand, measures of abstract constructs
popular in the literature can be included such as environmental competition,
complexity, dynamism, munificence and predictability. Following van
Witteloostuijn and de Jong (2011), we suggest including red tape or regulation
measures, as reducing red tape can be an important anchor for policy.

Firm. Our key interest is in measures of firm strategy, both generic (business,
competitive and corporate) and specific (functional) strategies. Examples of
generic strategies are cost leadership versus product differentiation. Functional
strategies relate to the full spectrum of specific strategies (e.g., as to finance,
HRM, marketing, and networking). Corporate strategy relates to issues of
(geographic and product) diversification. Given SMESESAP’s focus on ambitious
entrepreneurship, special attention is paid to (job) growth, innovation and
internationalization strategies. Moreover, the standard firm-demographic
features will be included (e.g., age, location, size, independency degree and legal
form).

Entrepreneur. On the basis of the reviews of Stam et al. (2012) and Hermans et
al. (2013), the core of the set of entrepreneur-level variables is suggested to be
an assessment of the dominant explicit and implicit needs driving the individual
entrepreneur:1% need for achievement, affiliation, intimacy, and power.11 Given
the novelty of the implicit and explicit motives perspective (see below and
Chapter 6), we decided to give measurement of entrepreneurial motives profiles
center stage. Moreover, this literature refers to a number of other personal
variables that are likely to be influential: personality traits, risk attitude,
optimism, self-confidence, self-efficacy and the like. A way to capture an
entrepreneur’s pattern of perceptions of her or his environment is also included.
Apart from these trait-like characteristics, the usual individual-demographic

features have to be added (age, education, experience, gender, et cetera).

9 These are country-level examples that must, of course, be adapted to the appropriate level if we focus on
regions or lower-level localities.

10 [f the firm is founded and/or headed by a team of people, these variables could be included for each and
every entrepreneurial team member. We leave this issue for future research.

11 On the basis of the entrepreneurship literature, two further motives might be added to this classic set of
four: need for independence and need for innovation. However, for these, validated measurement
instruments are not available (Stam et al., 2012).
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4. Performance. The key entrepreneurial performance measures relate to the very
definition of ambitious entrepreneurship: employment creation, innovative
output and sales growth. Apart from that, exit and profitability are critical. Exit
cannot be missed in a longitudinal study, as this is key in the context of (high-
growth) SMEs and the self-employed.12 Two other potentially relevant
performance measures are internationalization and social contribution. Given
the, by and large, cross-sectional nature of the SMESESAP project, we decided to
include a series of subjective performance assessments in the survey instrument
(twice, in both waves, for Belgium), to be complemented with objective

performance metrics from the Belgian National Bank statistics.

This list of variables is too large for a single-respondent survey study. This implies that
we need to (a) collect as many variables as we can from other sources (which is
necessary to avoid common-method bias as well; see Chang et al., 2010), (b) develop a
slicing design by asking (partially) different sets of questions to different groups of
respondents, and (c) engage in cherry-picking by only including variables that are
known to be really influential and/or of particular academic or practitioner interest. We

return to this issue in detail in Chapter 4.

3.3 Four-pillar research design

As explained in Stam et al., (2012), a study of (ambitious) entrepreneurship can focus
on different transition events (or rates), or different independent variables associated
with these events (or rates). Broadly, the distinction between (1) the likelihood of
starting a business and (2) the performance of the business is essential. In the
SMESESAP context, we performed four types of studies, focusing on post-entry

performance measures as our independent variables.

1. First, we explored different secondary data sets (such as CIS, CompuStat, GEM,

National Statistics, Chambers of Commerce files, annual reports, et cetera) in

12 As we will explain in Chapter 10, we hope to run exit analyses in the future, relating our survey (and
workshop) data to the exit hazard of the enterprises in our sample. Of course, we have to wait until
sufficient time have passed in order to observe these exit and survival processes, which moves our time
window beyond the end date (Autumn 2014) of the SMESESAP project.
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Below,

design.

3.3.1

search for a database for macro-level comparative analyses. In Chapter 5, we
provide an example of this type of analysis.

Second, we engaged in tailor-made primary data collection with a survey
instrument that was administered in three countries: Belgium (Brussels,
Flanders and Wallonia), the Netherlands (Brainport Eindhoven) and the United
Kingdom (Kent). In Chapter 7, we offer an example of a study using the Belgian
first-wave survey data.

Third, we organized a series of intensive workshops in Antwerp and Namur,
which were attended by little over hundred entrepreneurs, in total, sampled
from the first-wave survey respondents. During this workshop, all attendees did
a so-called Brief Implicit Association Test (BIAT) to measure their explicit and
implicit motives profile. In Chapter 6, we present a study based on these data, in
combination with information from the first-wave survey.

Fourth, we administered a short second-wave survey in Belgium only. This
survey was advertised through a personalized email to all respondents to the
Belgian first-wave survey. In this way, we could add extra information to the data
collected through the first wave. In Chapter 5, after linking the second to the

first-wave database, we analyze this longitudinal data.

we provide greater detail regarding each of these four pillars of our research

Secondary data cross-country analyses

The first pillar of the SMESESAP research design involves cross-country analyses with

second

ary data. By collecting and, where possible, linking different entrepreneurship-

related cross-country data sets, we ran a series of macro-level regression analyses,

aimed at explaining entrepreneurial differences across countries and regions. Below, we

list the

1.

two key data collection hurdles and subsequent decisions we made:

The (potentially) available secondary firm-level databases rarely reveal the
identity of the enterprises. Moreover, these databases tend to be a cross-section,

even if similar data have been collected for more than one year, due to the non-

31



overlap between subsequent samples of firms. Given these limitations, we
examined the option to construct our own cross-section dataset by pooling
information from multiple databases at the national or regional level (say, TEA
from GEM, R&D activity from CIS, GDP from Eurostat, et cetera). If firm-level
information is available, adding firm-level data offers the opportunity to run
multi-level analyses. The pooled data can be analyzed to explain cross-national
or cross-regional variation in entrepreneurial activities.

2. Occasionally, there is a dataset available that does include firm identifiers. If so,
the firm-level information from such a database can be linked to information
from other sources (e.g., annual reports or Chambers of Commerce information).
A promising candidate is CIS. However, after contacting Ghent colleagues in
charge of collecting CIS data for Belgium, this turned out to be a dead end.
Therefore, we tried to use the annual report-based information with firm
identifiers that is brought together by the Belgian National Bank and Trends Top.
This data, however, has a delay of approximately two years, which limited our

possibilities for using secondary performance data for the Chapters in this book.

By now, we indeed explored most of the above opportunities. To date, we used two
secondary datasets. First, in Chapter 5, we analyze Europe-wide data to investigate
perceptions about the effect of European standardization on the competitiveness of
enterprises, focusing on differences across countries and firm types. Second, in Chapter
8, we link performance data from the Belgian National Bank to our survey information
to conduct a QCA analysis from a contingency fit perspective. In Chapter 10, we briefly

explore further opportunities for future work.

3.3.2 First-wave survey in three countries

The second pillar of the SMESESAP research design is a survey instrument administered
in Belgium (Flanders and Wallonia), the Netherlands (Brainport Eindhoven) and the
United Kingdom (Kent). This must be a short survey instrument, not taking more than
30 minutes, to be administered through Internet tools, and probing into a limited
number of potentially important antecedents and consequences of ambitious

entrepreneurship. This implies that we had to engage in a further cherry-picking
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exercise, selecting the promising variables from the comprehensive theoretical model
that cannot be (easily) measured otherwise. Ideally, the questionnaire information is to
be linked to secondary data (from, e.g., annual reports and Chambers of Commerce
files). The sampling strategy must be designed such that a sufficient number and a
sufficiently representative set of respondents can be expected (say, a minimum of 750
per country, across all relevant industries, regions and size classes). This requires

collaboration with local authorities willing to provide access to such files.

In the end, we opted for a survey slicing strategy in combination with a dual sampling
approach. The slicing strategy implies that our first-wave survey includes a core part
with items administered among all sampled respondents in all three countries, and an
extra part with items that are different across three random sub-samples within
Belgium. In this way, we considerably expanded the number of included variables that
may play a role in driving ambitious entrepreneurship. We introduce the first-wave
survey instrument (including descriptive statistics) in detail in Chapter 4. Chapter 7’s

study is based on the Belgian data from the first-wave survey.

3.3.3 Tailor-made workshops in Belgium

Based on Stam et al.’s (2012) and Hermans et al.’s (2013) reviews of the literature, we
decided to put extra emphasis on the measurement of an entrepreneur’s explicit and
implicit motives. To do so, we invited all Belgian respondents to the first-wave survey to
attend workshops organized in either Antwerp or Namur. At these workshops, all
attendees volunteered to take a so-called Brief Implicit Association Test (BIAT) for
motives, as recently developed at the University of Ghent. With a BIAT, we can measure
an individual’s implicit motives profile. We will explain in greater detail what this BIAT
entails in Chapter 3’s next section. The study reported in Chapter 6 relies heavily on the

BIAT measures of entrepreneurial implicit motives.
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3.3.4 Second-wave panel survey in Belgium

To add a longitudinal element to our data, we administered a second - much shorter -
questionnaire among all respondents from the first-wave survey. In this second-wave
survey, the emphasis is on collecting further performance-related information such that
we could do a fit-type of analysis. As per the first-wave survey, the second-wave
questionnaire is introduced and discussed in detail in Chapter 4. A first attempt to

conduct a fit analysis can be found in Chapter 8.

3.4 Brief Implicit Association Test
3.4.1 Introduction

Identifying and quantifying the motives of decision-makers is a key aspect in many
disciplines of organizational research, varying from work floor employees to upper
echelon managers (Brandstatter, 2011; Mitchell et al., 2002). Yet, many if not most
researchers in these domains only assess explicit motives while their implicit
equivalents remain largely untapped. This is surprising because an impressive body of
research in psychology clearly shows that these implicit motives influence many
business, economic, political and societal phenomena independent from motivational
dispositions that people attribute explicitly to themselves at a conscious level
(Greenwald et al., 2009; Schultheiss & Brunstein, 2010). A plausible reason for this,
what we refer to as the implicit motives neglect, is that the developers of implicit
measures and the potential users of these implicit measures in organizational research,
broadly defined, hold different views on what should characterize ‘good’ or

‘appropriate’ measurement instruments.

The main goal of this section is to provide a thorough understanding of the factors
causing the implicit motives neglect in the entrepreneurship and organizational
research communities, and to offer a good solution to overcome this issue. Towards this
end, we first discuss the concept of implicit motives and provide a short overview of the
traditional methods for the assessment. We then discuss differential views on ‘good’
measures by methodological and organizational (including entrepreneurship)

researchers. In addition, we show how recent developments in (implicit) motives
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measurement can stimulate and encourage scholars in the entrepreneurship and
organizational research tradition to adopt such measures. Subsequently, we introduce
and validate a Brief Implicit Association Test (BIAT: Sriram & Greenwald, 2009) for the
measurement of implicit motives, and apply this measure in the domain of
entrepreneurship, which squarely fits with what we try to do in this report, as an
example of organizational research that could benefit from lifting the implicit motives
neglect. Note that, throughout this section, we often refer to organizational research in
general (in our use this includes the entrepreneurship domain), as we strongly believe
that the new methodology we introduce has ramifications far beyond the field of

entrepreneurship alone.

We argue that introducing implicit motives in organizational research is very promising
indeed, given the modern psychological insights into the differential effects of explicit
versus implicit motives on behaviors and outcomes. We illustrate this claim in the case
of entrepreneurship because, so far, researchers in this tradition fail to provide
compelling empirical support for the argument that a relationship exists between
motives and entrepreneurship (Johnson, 1990). Expanding on this illustrative case, we
outline several possible domains where the introduction of implicit motives can unlock
crashed discussions in organizational research, and can help to push the boundaries of
the study of deep-level attributes in organizational settings. In particular, within the
conclusion and discussion of this section, we highlight some limitations of our research,

and potential directions for future work.

3.4.2 Implicit motives and their measurement

Current personality psychology distinguishes between two major elements of
personality that affect and shape mental processes and behavior, namely personality
characteristics or traits and motivational dispositions or motives (Winter et al., 1998).
These two distinct aspects of personality - traits and motives - have led to the
development of their own measurement instruments. Yet, both streams of research
converge on the idea that behavior is energized and directed by two distinct types of
personality systems - an implicit system that operates outside of conscious awareness

and control, and an explicit system that functions at a conscious level (Perugini et al.,
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2010). Indeed, implicit and explicit motives differ in their impact on behavior. In
general, implicit motives predict spontaneous behavior and long-term behavioral
patterns, whereas explicit motives predict behavior that is subject to conscious thought
and deliberation (Perugini et al,, 2010; Schultheiss, 2008). For example, only individual
differences in implicit motives can predict long-term career success (McClelland et al.,
1989), whereas differences in explicit motives reveal decision and appraisal outcomes
when people think through the topics carefully, such as task choice and task enjoyment
(Biernat, 1989). Moreover, and contrary to explicit motives, implicit motives are formed
during early childhood and stay relatively stable throughout an individual’s life

(McClelland & Franz, 1992; McClelland & Pilon, 1983).

On the one hand, given the conscious representation of the explicit system, explicit
motives can be easily assessed via self-reports, often in the form of questionnaires.
These measures of explicit motives are well established in the organizational research
domain. On the other hand, because implicit motives operate outside of a person’s
awareness and people lack direct introspective insight into their implicit system,
sensitive indirect measurement instruments are needed to measure these hidden
individual differences (Greenwald & Banaji, 1995; McClelland et al., 1953). Indeed, over
the course of time, several measurement procedures have been proposed for the
assessment of implicit motives. However, for reasons we will discuss below, the implicit
motives measurement instruments are rarely, if at all, applied in organizational

research.

The assessment of implicit motives traces back to the 1930s with the development of
the Thematic Apperception Test (TAT: Murray, 1943). The TAT was developed to
explore the unconscious dynamics of personality. Murray believed that people share the
same basic sets of 27 motives and differ only in their priority ranking of these needs
(Murray, 1943; Scheffer & Heckhausen, 2008). He further argued that motives cannot be
observed directly, but instead must be inferred indirectly. For this purpose, he
developed the TAT. The TAT is a projective test that presents research participants with
a series of ambiguous pictures. The participant is asked to spontaneously develop a
story for each picture. The assumption is that the participant projects her or his own

needs into the story, so that the stories can be analyzed and interpreted to uncover each
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participant’s underlying needs. For example, Atkinson and McClelland (1948) find that
the frequency of food-related interpretations of TAT pictures relates positively to the

time participants ate their last meal.

A criticism of this early work has been that the classification of motives is a lengthy
inventory of needs, lacking sufficient empirical or theoretical evidence (Scheffer &
Heckhausen, 2008). McClelland et al.’s (1953) research on implicit motivational
dispositions and their development of an empirically validated system of content
analysis for motives imagery then transformed the TAT into a major tool for scientific
personality psychology (Langan-Fox & Grant, 2006). To distinguish the original TAT
from the version used to assess implicit motives, researchers started to refer to the
latter as the Picture Story Exercise (PSE: Pang, 2010; Schultheiss & Pang, 2007). To
avoid any misunderstanding, we use the term PSE to refer to the TAT version developed

to assess implicit motives.

A typical PSE consists of four to six pictures that depict people in a variety of social
settings. For each picture, participants write an imaginative story. The content of these
imaginative stories can be coded according to motivational coding systems, empirically
derived and refined over decades (Smith, 1992; Winter, 1994). Finally, the summed
scores yield the person’s overall implicit motives scores. Even though recent work
confirms the psychometric qualities of PSE measures and other content-coding and
interpretive techniques (Leitch et al., 2009; Pang, 2010; Schultheiss & Pang, 2007),
many researchers remain highly skeptical toward these so-called subjective techniques.
Consequently, when new, yet objective indirect measures were developed in the 1990s,
many researchers abandoned the subjective content-coding and interpretive techniques
in favor of their new objective counterparts (Vargas et al., 2004). Researchers in implicit
motives adopted these techniques, too, and provided new theoretical insights in the

mechanisms underlying motives, behaviors and outcomes.

The most popular new assessment technique to assess implicit motives and traits, in all
likelihood, is the Implicit Association Test (IAT: Greenwald et al., 1998).13 The IAT is a

computerized response latency task that is assumed to measure the relative strengths

13 Another popular technique is the Conditional Reasoning Test (CRT). For the sake of brevity, we decided
to not discuss this alternative technique here. For a review, we refer to Uhlmann et al. (2012).
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of associations amongst two pairs of contrasted concepts (e.g., ‘positive - negative’ and
‘sunshine - rain’). In IAT studies, stimuli that belong to one of the concepts are
presented on a computer screen one by one. These stimuli have to be allocated to the
concept to which they belong by pressing one of two response keys. Results show that
responses are faster when associated categories are assigned to the same response key

than when non-associated categories are assigned to the same response key.

For example, people with a positive attitude toward sunshine are faster in allocating
stimuli when they have to press the same response key for stimuli that belong the
‘sunshine’ or ‘positive’ concept than when they have to press the same response key for
stimuli that belong to the ‘sunshine’ or ‘negative’ concept. Assuming that attitudes are
represented in memory as associations between target concepts (e.g., sunshine versus
rain) and attribute concepts (e.g., positive versus negative), performance on the IAT
task can be used to assess a multitude of personality aspects, including implicit motives

(Brunstein & Schmitt, 2004; Slabbinck et al., 2011, 2012).

3.4.3 What are good measures?

Developers of implicit measures adhere to a classical view, rooted in psychology, on
what a ‘good’ measure should entail. Implicit measures are predominantly developed
and validated by researchers in personality and social psychology, who predominantly
implement classical test theory (Cronbach & Meehl, 1955). According to this theory, a
‘good’ measure is identical to a valid measure. Hence, a new measure is considered as
valid if and only the new measure proves that it measures what the theory predicts it
should (i.e., construct validity), that it has a good coverage of the content domains
discussed in the literature (i.e., content validity), and that it predicts phenomena that

are taken as representative of the construct (i.e., criterion validity).

Of course, researchers in organizational research require valid measures, too; but in
many circumstances, these criteria are insufficient to designate a valid measure as a

« ) : « . ) - -

good’ and practical, or ‘appropriate’, measure. Compared to personality and social
psychology, data in organizational research are more frequently collected by means of

field studies that require quick and simple data collection methods; otherwise, response
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rates will drop below acceptable levels, or access to respondents cannot be guaranteed.
Hence, measures that only require light administrative procedures and allow quick data
collection are crucial in these types of studies. Unfortunately, according to classic test
theory, time-efficient data collection is not a prerequisite of a valid measure.
Consequently, the proposed measures for the assessment of complex constructs such as

implicit motives often require heavy administrative and time-consuming procedures.

To illustrate, to complete a default PSE, each participant has to write stories about four
to eight pictures, and each picture presentation and story-writing episode is advised to
last about four to five minutes (Pang, 2010). Afterwards, stories have to be
independently content-coded by two or more trained coders. An experienced coder
needs between two and five minutes to score one PSE story. Thus, a typical PSE with 6
picture presentations and 60 participants requires up to 30 hours of data collection and
12 - 30 hours of data preparation, and this only assesses the participants’ implicit
motivational dispositions (Pang, 2010). The administration and data processing of other
popular implicit measures such as the Implicit Association Test take considerably less
time than the PSE. Yet, in comparison with self-reported measures, they still require
considerably more effort to gather data and to prepare data for analysis. For example,
the administration of one implicit motive by means of the IAT takes between five and
ten minutes, whereas self-reported measures of equivalent constructs only require a

fraction of this time (Sriram & Greenwald, 2009).

As aresult, many researchers in organizational research for whom time-efficient data
collection and data access are crucial, do not measure implicit motives at all, or do rely
on inferior measurement instruments. For example, in a very rare study with managers,
Kehr (2004a) was obliged to use an inferior, yet easier to administer variant of the PSE
to assess implicit motives (Schultheiss et al., 2009) because pilot studies with
management samples showed unacceptable drop-out rates on the PSE. As a
consequence, the number of implicit motives studies in the organizational research

domain is very limited indeed, being close to zero.

Interestingly, personality and social psychology researchers became aware, albeit after
a considerable time lag, of the fact that ‘their’ implicit measures are too labor-intensive

to be successfully adopted in other research domains, and therefore started to develop

39



shorter versions of the traditional implicit measurement procedures. Most noteworthy
in this context are the Brief Implicit Association Test (BIAT: Sriram & Greenwald, 2009)
and the Operant Motive Test (OMT: Scheffer et al., 2010). The OMT is a modified PSE
technique. In a typical OMT, participants review 4-15 pictures and invent a story
(without having to write it down). Then they offer spontaneous associations, in
response to the following questions: (1) “What is important for the person in this
situation and what is the person doing?”; (2) “How does the person feel?”; (3) “Why
does the person feel this way?”; and (4) “How does the story end?” Next to motives
imagery, the OMT scores also reflect motives-relevant traits (i.e., an implementation
strategy of a motive), which should increase their predictive validity and test-retest
reliability for motives measures. Compared to the PSE, the administration of the OMT is
faster and renders shorter answers, but requires much more effort by research
participants who need to write down multiple sentences. Moreover, akin to the PSE, the
OMT may also lack face validity, leading to disengaged or defensive responses by
employees or other organizational participants (Uhlmann et al., 2012). Finally, despite
the promising results from the first OMT studies (Baumann et al., 2005), the OMT is

remains widely invalidated.

From that perspective, the BIAT offers a more promising alternative. The BIAT was
developed to reduce the time required to measure implicit associations, while retaining
some of the essential valuable psychometric properties of the IAT. That is, the BIAT can
be completed in a little over a minute (Nosek et al., 2014), has a high test-retest
reliability, is internally consistent, and is relatively resistant to strategic and volitional
influences (for a review of the psychometric properties of the BIAT and other implicit
measures, see Bar-Anan & Nosek, 2014). Thus, we believe that the BIAT offers clear
psychometric and practical advantages over the OMT, including standardized scoring
and more consistent evidence for its validity (Gawronski & De Houwer, 2013). This
makes the BIAT an ideal candidate for measuring implicit motives in organizational field
research. Below, we will illustrate BIAT in the context of entrepreneurship. This
illustration serves three purposes. First, we introduce a new data-collection method in
organizational research. Second, by focusing on the entrepreneurship example, we hope
to convincingly argue that the study of implicit motives indeed offers great substantive

potential in the context of organizational research, more broadly. Third, with the BIAT
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being established as a good and easily applicable measurement tool, we use BIAT in

Chapter 6 in a first entrepreneurship study of explicit and implicit motives.

3.4.4 Implicit motives and entrepreneurship

The aim of our little entrepreneurship study is twofold. The first objective is to validate
a BIAT for the measurement of implicit motives. This is important because the
availability of an easy-to-use measure could stimulate implicit motives research (and
implicit attitudes and traits research more broadly, for that matter), especially in
organizational research where quick and easy data collection is crucial. To validate the
BIAT, and following evidence from psychology (Perugini et al., 2010; Schultheiss, 2008),
we rely on the assumption that, contrary to explicit motives, implicit motives are stable
individual differences that do not change throughout one’s life. Given this stylized fact,
we compare the motives profiles of business students and private entrepreneurs, and
expect that the students’ and entrepreneurs’ implicit, but not explicit, motives will be
identical. To further validate the BIAT, we will test its predictive validity by focusing on
the hypothesis that implicit motives predict long-term behavior and performance,
whereas explicit motives are related to self-reflective appraisals, judgments, deliberate
choices and decisions (McClelland et al., 1989). The selection of the criterion variables is

explained in detail, below.

The second objective is to argue that organizational research can benefit from modern
implicit motives theoretical insights and measurement tools. Examples are behavioral
strategy, corporate governance, human resource management, leadership, upper
echelon and, of course, entrepreneurship studies (in the discussion, we provide a few
illustrative examples). In the context of the current section, and in light of the very aim
of the SMESESAP to study ambitious entrepreneurship, we focus on entrepreneurial
research, as this has an extensive tradition of explicit motives studies. To date,
researchers in the entrepreneurship domain have a long history of trying to establish a
relationship between (explicit) motives and the determinants of successful
entrepreneurship, but failed to provide compelling empirical support for any

unequivocal linkage. We believe that is because of the following three reasons:
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First, it is crucial how business performance is measured. As long as business
performance is captured by means of self-reported ‘subjective’ measures, we expect
that primarily explicit motives profiles will predict business performance. Yet, if
business performance is measured by means of ‘real’ or ‘objective’ metrics, implicit
motives measures should outperform their explicit counterparts (Greenwald & Banaji,
1995; Perugini et al.,, 2010; Schultheiss et al., 2010). In our entrepreneurship setting, a
first interesting construct that can be taken as the dependent variable to explore this
line of logic is entrepreneurial self-efficacy (ESE). ESE refers to the belief that to be able
to perform activities required to start a business, is a key determinant of
entrepreneurial success (Krueger et al.,, 2000). ESE is found to be positively related to
self-reported measures of need for achievement (Carsrud & Brannback, 2011). In
contrast, we hypothesize that implicit motives are related to ‘objective’ performance
metrics, whilst explicit motives are not. Below, we discuss the objective performance

measures we use to explore our claim.

Second, the extensive literature reviews of Johnson (1990) and Uhlmann et al., (2012)
reveal that researchers in entrepreneurship mainly focused on one particular motive:
the need for achievement. However, implicit motive research distinguishes three major
implicit motives: power, achievement and affiliation (McClelland et al., 1989). The
power motive stems from a person's desire to influence, teach or encourage others.
Power-motivated individuals obtain satisfaction from exerting social, physical or
emotional impact on others or on the world at large, but they experience social defeats
and impacts from others as aversive (Winter, 1973). People who are motivated by
affiliation instead prefer to spend time with others they like. They love to create,
maintain, and restore social relationships. They enjoy being part of a group and have a
desire to feel loved and accepted. Signals of rejection or hostility are experienced as
unpleasant (Sokolowski & Heckhausen, 2008). Finally, people with a high need for
achievement typically get satisfaction from mastering challenging tasks on their own,
but experience the failure to master such tasks individually as dissatisfying (McClelland
et al.,, 1953). Interestingly, many aspects of business and career success have been
linked to implicit motives. For example, McClelland and Franz (1992) found that
achievement-motivated individuals are less successful in jobs that require social skills

because they are keen to function in an autonomous manner (McClelland et al., 1953).
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Similarly, results of McClelland and Boyatzis (1982) indicated that, contrary to
achievement-motivated employees, power-motivated employees strive for high-level
positions in organizations so that they can control the direction in which their company
is moving. Tying these insights together, we expect that different implicit motives might
become important at different developmental stages of a business’ lifecycle. Specifically,
because many, if not most, companies start as micro-businesses, employing no or only a
few people with the ideas and skills of the entrepreneur being the most the valuable
(Ling et al., 2007; Stevenson & Gumpert, 1985), we expect that the achievement motive
will drive business performance during the first years of a business. However, as the
micro-business grows and employs more people, social skills become increasingly
important (Thorpe etal., 2005). Hence, the degree to which the entrepreneur is
motivated by power will determine further business performance, rather than the

entrepreneur’s level of achievement motivation.

Third, business performance can take many shapes and forms. As implicit motives
orient, select and energize behavior (McClelland et al., 1989), we expect that
entrepreneurs will set and strive for goals that are congruent with their implicit
motives. Power-motivated people tend to derive pleasure from their ability to have a
physical, mental or emotional impact on others (Winter, 2010). One of the
consequences is that power-motivated people tend to engage in activities that increase
their social visibility (Winter, 2010). Hence, on the one hand, we hypothesize that
power-motivated entrepreneurs are active and engaged in mutliple businesses because
this provides expanded opportunities to increase their social visibility. On the other
hand, as affiliation-motivated people prefer to spend time with others they like and love
to maintain and restore social relationships (Sokolowski & Heckhausen, 2008), we
expect that affilation-motivated entrepreneurs will mainly put their effort in a single

business, trying to optimize social ties within their company.

43



3.4.5 Method

Design and participants

The sample consists of 108 Belgian entrepreneurs who participated in a series of
workshops on entrepreneurial motives during the summer of 2013, as explained above.
Implicit motives and self-reported measures on the performance of their SMEs were
assessed during these workshops. After a short welcome, the participants were led to a
computer room where they were provided with three implicit motives BIATs (Sriram &
Greenwald, 2009) measuring the relative strength of (a) the power vis-a-vis the
achievement motive, (b) the power vis-a-vis the affiliation motive, and (c) the
achievement vis-a-vis the affiliation motive. The order of the three BIATs was
randomized, and the self-reported performance measures were administered

immediately after the assessment of the implicit motives.

Data about their explicit motives profiles were collected online weeks before the
workshops as part of the enrollment process. Data collected during the workshops were
matched with objective performance measures we obtained from the National Bank of
Belgium. Additionally, we assessed the implicit and explicit motives profiles of 118
business students to test the stability of implicit and explicit motives. These students
were from Ghent University (Belgium), who participated in return for partial course
credits. The student sessions were conducted in small groups (4 to 6 participants) in a
laboratory. Participants were seated in cubicles isolating them from outside views and

noises.

Measures and procedures

Explicit Motives: PRF. We adopted the affiliation, the dominance and the achievement
sub-scales of the Personality Research Form (PRF: Jackson, 1984) to assess explicit
motives. The PRF is a self-report inventory of motivational needs that is regularly used
to assess explicit motives (Schultheiss et al., 2009). Each sub-scale consists of 16
statements, with participants indicating to what extent each statement suits them on a
five-point Likert scale with anchors from 1 = “Fits not at all” to 5 = “Fits very well”.

Sample items of the sub-scales are: (dominance) “The ability to be a leader is very
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important to me”; (affiliation) “I try to be in the company of friends as much as
possible”; and (achievement) “I will not be satisfied until [ am the best in my field of
work”. For each sub-scale, we calculated the individual measures as the mean score of
the scale items with high scores indicating a good fit between the motive and the
participant. All sub-scales show good to very good internal consistency (PRF dominance:
a=.89; M =3.59; SD = .64; PRF affiliation: a = .87; M = 3.98; SD =.59; PRF achievement:
=.80; M = 3.63; SD = .83).

Implicit Motives: BIAT. We relied on the procedures of Slabbinck et al. (2011, 2012,
2013) and Sriram and Greenwald (2009) for the construction of the implicit motives
BIAT. That is, we applied the instructions of Sriram and Greenwald (2009) for the
construction of the BIAT procedure, and adopted the recommendations of Slabbinck et
al. (2011, 2012, 2013) for the selection of stimuli. We constructed one BIAT with seven
blocks to measure implicit power, implicit affiliation, and implicit achievement. The first
block of the BIAT is a practice block, and the remaining six blocks capture the critical
responses that were used to construct the BIAT scores. Critical blocks were presented in
arandom order. Each implicit motive involves two critical blocks, and each critical block
consists of 20 trials. Table 3.1 presents an overview of the composition of the BIAT

procedure.

While completing the critical blocks, participants were requested to focus
simultaneously on two labels. One label represents the focal concept (e.g., “Affiliation”)
and the other label the focal attribute (e.g., “Attractive”). The labels appear one under
the other on the top center of the computer screen. Stimuli that are representative for
the focal concepts, and focal attributes are presented one at a time on the center of the
computer screen. Participants are required to categorize them as quickly as possible

“w=n
1

with one response key (e.g., the “i” key). Stimuli that are not representative for the focal
concepts and attributes are also presented on the center of the computer screen, and
participants are required to categorize them as “not belonging to the focal concepts and
attributes” using another key (e.g., the “e” key). The practice block consists of 20 trials.
The structure of the practice block is identical to that of the critical blocks, with the
exception that only the label of the focal attribute is provided (i.e., “Attractive”) and that

participants are only required to categorize stimuli of the focal and non-focal attributes.
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We follow Slabbinck et al. (2011, 2012, 2013) regarding the selection of stimuli. For the
target concepts, we used the labels “Affiliation”, “Power”, and “Success”; for the attribute
category, we used “Attractive”. The results of Slabbinck et al. (2011, 2012, 2013)
indicate that motives can best be represented by pictorial rather than verbal stimuli.
Accordingly, the stimuli representing the target categories feature pictures
demonstrating affiliation settings (e.g., kids walking hand in hand on the beach), power
contexts (e.g., business man standing up straight at meeting table), or achievement
situations (e.g., a student who graduates and shows his degree). We have four pictures
for each target category. For the attribute categories, these are “nice,” “friendly,”

» «

“pleasant,” and “lovely” to designate attractive, whereas we use “creepy,” “nasty,”

“annoying,” and “undesired” to represent not attractive.
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Table 3.1 Structure of the implicit motives BIAT and construction of the BIAT scores

Label Stimuli representing the ...
(upper left or right of (presented one at a time in the center of the screen)
screen)
Focal Focal ... focal ...focal ...non-focal ...non-focal
concept attribute concept attributes concept attributes
Word Word Pictures Words Pictures Words
Practice block -- Attractive --
Critical block 1  Affiliation  Attractive affiliation power
Critical block 2  Affiliation  Attractive affiliation e friend] achievement creepy,
o . nice, friendly, _— nasty,
Critical block3 Power Attractive power y affiliation B4 .
pleasant, lovely annoying,
Critical block4 Power Attractive power achievement undesired
Critical block5 Success Attractive achievement affiliation
Critical block 6 Success Attractive achievement power

BIATpow-ach: performance on critical block 4 versus performance on critical block 6.
BIATpowe-aff: performance on critical block 3 versus performance on critical block 1.

BIATach-aff: performance on critical block 5 versus performance on critical block 2.



BIAT scores (e.g., the BIAT score of the power motive relative to the affiliation motive)
are derived from the comparison of participants’ performance in two blocks that
present the same focal attribute (e.g., “Attractive”) but with two different focal concepts
(e.g., “Affiliation” and “Power”). In total, we calculated three BIAT scores: that is, a BIAT
score for the power relative to the achievement motive (BIATpow-ach), a BIAT score for
the power relative to the affiliation motive (BIATpow-aff), and a BIAT score for the
achievement relative to the affiliation motive (BIATach-aff). Data from all critical blocks
are used to compute BIAT scores, according to the scoring recommendations of Nosek
et al.,, (2014). Extreme latencies below 400 milliseconds and above 2,000 milliseconds
are recoded to these boundaries, and the first two trials of each block are discarded.
Individual BIAT scores are computed using the D-measure (Greenwald et al., 2003). The
D-measure is computed as the difference between mean latencies of the two critical
BIAT blocks divided by the standard deviation of latencies in the those blocks (Nosek et
al,, 2014). We estimated internal consistency of the BIATs by dividing each critical block
into two sub-blocks of equal length. The first sub-block contained the even trials and the
second the odd trials and BIAT scores were calculated for each sub-block separately.
The Spearman-Brown coefficients reveal a good split-half reliability for all three BIATs
(BIATpow-ach: .79 ;BIATpow-afr: .77; BIATach-afr: .78). Participants required, on average, 3.45
minutes to complete the BIAT (SD = 1.55).

Entrepreneurial self-efficacy (ESE). Inspired by McGee et al. (2009), and Zhao et al.
(2005), we measured ESE in terms of the subjects’ confidence in their ability to perform
critical entrepreneurial tasks, including: (1) searching for opportunities; (2) creating
new products; (3) thinking creatively; (4) commercializing ideas and new products; (5)
fund raising; (6) selling new products or services; (7) solving other people’s problems;
(8) finding new ways to solve problems; (9) imaging different ways of thinking and
doing; and (10) creating artistic value. [tems were measured on a seven-point Likert
scale, ranging from 1 (“much worse than fellow entrepreneurs”) to 7 (“much better than
fellow entrepreneurs”). Scores are averaged over all items to construct an individual

measure of ESE. Internal reliability is good (@ =.80; M = 4.80; SD =.76).

Objective business performance. Objective entrepreneurial performance is measured

with multiple metrics. First, we include the number of businesses each participant
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established in her or his life. Second, based on the VAT number of the participant’s
principal business, the National Bank of Belgium provided the gross profits of the
participant’s principal business of the two most recent fiscal years that were available at
the time (i.e., fiscal years 2010 and 2011).1#4 The gross profit is the difference between
revenue and the cost of making a product or providing a service, before deducting
overheads, payroll, taxation, and interest payments. To make gross profits comparable
across different businesses, we calculated the proportional change of the gross profits
from 2010 to 2011. To do so, we subtracted the gross profit of 2010 from the gross
profit of 2011, and divided the outcome by the gross profit of 2010. Because business
performance is contingent upon the age of the enterprise and the age the entrepreneur,
we include the entrepreneur’s age and the year of establishment of the participant’s
principal business (Ling et al., 2007). We subtracted the year of establishment from the
year of measurement year, 2013, to obtain the age of the enterprise, and apply a natural
log transformation to this outcome because observations clustered toward the left-hand
of distribution, with a long right-hand tail. Descriptive statistics are given in Table 3.3,

indicating that multicollinearity is not an issue.

3.4.6 Evidence

Motives profiles of business students and private entrepreneurs

Preliminary analyses. In order to analyze whether implicit motives are stable
dispositions that do not change throughout one’s life, whereas explicit motives do
change, we compared the implicit and explicit motives scores of business students and

private entrepreneurs. The results are provided in Table 3.2.

Preliminary analysis reveals a systematic bias regarding the explicit motives measures:
business students do score significantly higher on all PRF measures (all p’'s <.001). To
cancel out this bias for further analysis, we calculated for each research participant and

for each PRF measure the difference between the individual PRF measure and the mean

14 This illustrates the lag issue briefly hinted at above, implying that we have to wait until we can link our
BIAT and survey data to matching objective performance metrics from the National Bank of Belgium.
After writing this book, we could re-run analyses with 2013 data - the same year as that of the implicit
motives measurement. The results reported here are robust.
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score of research participant on all PRF measures. Now, a positive (negative) score on a
specific PRF measure indicates that the research participant scores higher (lower) on

that PRF measure than on her or his mean score on all three PRF measures.

Table 3.2 Differences between business students and entrepreneurs

Students Entrepreneurs

M SD M SD t p
PRF dominance -.050 .50 A1 32 295 .035
PREF affiliation .18 .78 .01 49 2.05 .041
PRF achievement .38 42 49 33 -212 .035
BIAT pow-ach -.10 51 -.15 .85 .57 .57
BIAT pow-aff -.29 43 -.28 .84 20 .85
BIAT ach-aff -16 46 -12 .84 49 .63

Independent t-tests assuming unequal variances (all p’s < 0.05) show that scores on the
explicit motive measures are significantly different between business students, on the
one hand, and private entrepreneurs, on the other hand. Compared to entrepreneurs,
business students score significantly higher on explicit affiliation (Mbpusiness students = .18;
Mentrepreneurs = .01; t (198.52 ) = 2.05; p < .05 ), but significantly lower on explicit
achievement (Mbusiness students = .38; Mentrepreneurs = .49; t (220.84 ) =2.12; p <.05) and
dominance (Mbusiness students = -.05; Mentrepreneurs = .11; t (199.99) = 3.95; p <.01). No such

differences could be established for implicit motives (all p’s >.05).

Explicit motives predict declarative behavior. We estimated an ordinary least squares
regression model with Entrepreneurial Self-Efficacy (ESE) as a function of implicit
motives and explicit motives. The results are summarized in Table 3.4. The model
explains 19 per cent of the variation in ESE (p <.01). The regression results show that
none of the implicit motives are significantly associated with ESE (all p’s >.05). Yet, the
results further yield significantly positive parameter estimates for explicit need for
achievement (f = 0.24; p <.05) and explicit need for dominance (f = 0.24; p <.05).
Explicit need for affiliation (f = 0.05; p =.57) is not predictive for ESE. These findings

are in line with previous literature.
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Table 3.3 Means, standard deviations, a coefficients, and correlations of all dependent and independent variables

M SD 1 2 3 4 5 6 7 8 9 10
1 PRF dominance 3.59 .64  (.89)
2 PREF affiliation 3.98 .59 20%  (.87)
3 PRF achievement 3.63 .83 .52% 31 (.80)
4 BIAT pow-ach -.16 .85 -.28%* .06 -.19* (79)
5 BIAT pow-aff -.29 .84 -16  -11  -08 -10 (.77)
6 BIAT ach-aff -.06 .84 13 19 -02 -06 -01 (.78)
7 ESE 4.80 76 0 34% 21*  34*  -13 .01 .09 (.76)
8 Number of businesses  3.26 2.30 15 -13  -09 -05 .27 -04 12 --
9 Change in GP (%) .04 .83 -06  -09 -.09 05 -18 -11 .06 -.05 --
47.4
10 Age of entrepreneur 4 8.65 15 .04 .18 .06 -08 -13 12 .09 .23%* --
184 11.3
11 Age of enterprise 6 1 15 19 15 14 .01 -.08 13 12 .02 20

Coefficient a estimates are presented in parentheses; ** p <.01 and * p <.05.

51



Implicit motives predict objective business performance. Regarding our prediction that
the implicit achievement motive predict business performance during the first years of
a business, whereas the implicit power motive is predictive for later business
performance, we estimated an ordinary least squares regression model with
proportional change of gross profit as a function of the BIAT score for power motive
relative to the achievement motive (BIATpow-ach), the natural log of the age the
enterprise, their interaction, and the age of the entrepreneur. We mean-center each
predictor variable to maximize interpretability (Aiken et al., 1996). The results are

provided in Table 3.5.

Table 3.4 Implicit motives and entrepreneurial self-efficacy

B SE B SE t p VIF
Constant 1.79 .65 -- -- 2.75 .01 --
PRF dominance 37 17 24 A1 2.24 .03 1.52
PREF affiliation .07 12 .05 .09 .57 .57 1.14
PRF achievement .39 17 24 A1 2.25 .03 1.49
BIAT pow-ach .04 .09 .04 .09 43 .67 1.14
BIAT pow-aff .08 .08 .08 .09 91 .36 1.06
BIAT ach-aff .09 .08 10 .09 1.09 .28 1.05
Dependent Variable: Entrepreneurial Self-Efficacy

R*=.19

The model explains 12 per cent of the variance in proportional change of gross profit (p
<.05). Neither the age of the enterprise (8 =.030; p >.05) nor the BIATpow-ach reach
significance (f = .14; p > .05). However, importantly, we find that the age of the
enterprise and the BIATpow-ach Score interact significantly in the prediction of
proportional change of gross profit (f =.36; p <.01). To analyze this interaction in
depth, we performed simple slopes tests. The interaction is plotted in Figure 3.1. In
young companies (mean - 1 SD), gross profit grows faster when their entrepreneurs are
implicitly motivated by achievement, rather than by power (= -2.08; p <.01). Yet, for
more mature companies (mean + 1 SD), gross profit grows faster when their
entrepreneurs are implicitly motivated by power, rather than by achievement (f = 2.36;

p <.01). Subsequently, we tested with a stepwise procedure whether the regression
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model could be improved by adding the other BIAT measures, the explicit motive
measures or the age of the entrepreneur, but none of these variables could improve the

model fit.

To test the proposition that power-motivated entrepreneurs are active and engaged in
multiple businesses, whereas affiliation-motivated entrepreneurs mainly put their
effort in a single business, we analyzed the relationship between the number of
businesses each entrepreneur established in her or his life and her or his motives
profiles, using an ordinary least squares regression model. Thus, we regressed the
number of businesses on the BIATpow-aff sScore. The significant parameter indicates that
entrepreneurs who are motivated by power rather than by affiliation established more
business than entrepreneurs who are motivated by affiliation rather than by power (f =
.27; p <.01). A stepwise procedure reveals that neither any other implicit motive
measure, nor any explicit motive measure, nor the age of the entrepreneur could

improve the model fit.

Figure 3.1 Proportional change in gross profit as a function of firm age, and
implicit power and implicit need for achievement
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Table 3.5 Implicit motives and objective business performance

SE B SE t p VIF
Dependent Variable: Proportional change in gross profit
(R?=.13)
Constant -.65 .65 -1.00 32 -
Age of enterprise (In of years) -01 22 -.01 12 -.07 95 1.52
BIAT pow-ach 13 12 A2 A2 1.01 32 1.14
Age of enterprise (In of years) X BIAT pow-ach 72 .29 32 13 2.47 .02 1.49
Age of Entrepreneur .01 .01 13 13 1.06 .29 1.14
Dependent Variable: Number of established businesses
(R?=.07)
Constant 3.48 23 15.37 .00
BIAT ach-aff .75 26 27 .09 2.93 .00 1.00
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3.4.7 Discussion

Our results show that the BIAT is a good measure for the assessment of implicit motives,
both from a psychometric as well as a practical viewpoint. In line with implicit motive
theory (McClelland et al., 1989; Schultheiss et al., 2009), the data from our study provide
evidence that the BIAT predicts the kind of behavioral patterns that are assumed to be
determined by implicit motives (i.e., spontaneous behavior and long-term behavioral
trends), and that implicit motives are stable individual differences that do not change
throughout one’s life. Confirming the divergent validity of the BIAT, implicit motives are
not related to responses in specific situations that require conscious thought and
deliberation (i.e., Entrepreneurial Self-Efficacy). The BIAT also substantially reduces the
data administration and preparation time. In our study, it took 3.45 minutes to obtain
reliable and valid measures of three implicit motives. Would we have used three
traditional PA-IATs instead or if implicit motives had been assessed by means of the PSE,
participants would have needed up to 20-30 minutes to complete these tests (Pang,
2010; Slabbinck et al., 2010; Sriram & Greenwald, 2009). Data preparation of IAT and
BIAT procedures is fully automated (Sriram & Greenwald, 2009), but in case we had
used the PSE, we would have spent up to 60 hours to prepare our data for analysis

(Pang, 2010).

Our results have important implications, methodologically and for organizational
research, including the entrepreneurship domain. First, the empirical findings
demonstrate that the introduction of implicit motives can generate interesting novel
insights in domains where implicit motives profiles have traditionally been neglected.
Researchers in entrepreneurship repeatedly tried, but failed, to establish a relationship
between explicit motives and determinants of successful entrepreneurship. Yet, in our
study on entrepreneurship, we demonstrate that implicit motives are indeed important
determinants of successful entrepreneurship. Apparently, as could be expected from the
modern theory of motives in psychology, distinguishing implicit from explicit motives is
essential, proving a theoretical lens to explain different types of entrepreneurial
behaviors and outcomes. Failing to do so, as reflected in the “implicit motives neglect”,
implies that organizational research into motives is wrongly considered to be a dead
end. In Chapter 6, we explore this issue further, focusing on social responsibility as an

entrepreneurial outcome.
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Second, our research provides an interesting tool for the assessment of implicit motives.
Compared to the content-coding techniques such as the PSE and to traditional IAT
procedures, the BIAT is much more economical to administer. Consequently, when
assessment of implicit motives by means of time-consuming techniques is too
demanding and is likely to cause unacceptable drop-out rates (Kehr, 2004a), the BIAT
offers a good alternative and, hence, might help to overcome this implicit motives
neglect in areas where time-efficient data collection is crucial. Indeed, we argue that the
implicit motives neglect may well be due to the unavailability, to date, of an easy-to-
administer measurement instrument, which is critical in the area of field work in the

context of organizational research.

Third, we speculate that the end of the implicit motives neglect, and thus the
introduction of implicit motives in entrepreneurship and organizational research, has
the potential to generate many novel insights into many domains. To illustrate this
potential, we would like to refer to a few examples. For one, the definition of implicit
motives and the associated empirical evidence suggest that people orient their attention
toward motives-congruent stimuli (Schultheiss & Hale, 2006). Consequently,
advertisements portraying motives-relevant attributes, such as status symbols for
consumers with high need for power (e.g., Stella Artois’s “reassuringly expensive”
campaign), symbols of connectedness for consumers high in need for affiliation (e.g.
Nokia’s, “connecting people’ campaign), and performance-related cues for consumers
high in need for achievement (e.g., Gilette’s positioning as “The best a man can get”)
likely will evoke different (uncontrolled) behavioral reactions for consumers high versus

low in the relevant implicit motive.

Other examples relate to organizational behavior research. In team research, group
formation and identification are seen as central processes. Recent research concludes
that individual differences in personality account for only a modest portion of variation
in group formation and identification processes (Weber et al,, 2011). Yet, group
formation and identification are heavily influenced by non-verbal communication
(Williams, 1977). Compared to explicit motives, implicit motives interact more strongly
with non-verbal communication (Schultheiss & Hale, 2006; Stanton et al., 2010). Hence,

we speculate that the introduction of implicit motives into research on group formation
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and identification processes is likely to generate different and novel insights as to the
role of (the team-level composition of) implicit motives profiles that can hamper or
facilitate such key processes. Indeed, in the upper echelon tradition, deep-level
attributes of top management teams are argued to be key drivers of these teams’
behaviors and outcomes (e.g., Hambrick & Mason, 1984; Boone et al., 2004), which is
echoed in the behavioral strategy domain (Powell et al., 2011). Implicit motives are
important manifestations of such deep-level characteristics that have, to the best of our

knowledge, not yet been explored at all in these domains.

Of course, as with any study, our work has limitations that point to promising future
research avenues. First, although the present study provides strong support for the
validity of the BIAT as a measure of implicit motives, generating convincing results in an
entrepreneurship context, more work is required before the BIAT can be truly
established as a valid alternative to the in-depth story-writing alternatives that are
based upon detailed and fine-grained content-coding procedures. Specifically, more
replication is needed, preferably with a variety of different outcome variables, in diverse
research domains, including organizational research, and with different types of
participants. In this context, the BIAT introduced above provides, we believe, a very

promising tool that can be further developed and perfected in future work.

Second, to test our proposition that implicit motives stay relatively stable during one’s
whole life, we compared in a cross-sectional design the motives profiles of business
students and private entrepreneurs, assuming that business students constitute a
representative sample of to-be private entrepreneurs. Of course, to test this proposition,
a longitudinal design, in which implicit (and explicit) motives profiles are assessed at
multiple time intervals, would be superior. In a similar vein, we established correlational
relationships between implicit motives measures and outcomes of past behaviors to test
the ‘predictive’ validity of the BIAT (i.e., the number of established enterprises and gross
profit change). Yet, correlations between implicit motives and behaviors could stem
from past actions shaping implicit motives rather than implicit motives orienting future
behaviors. For example, entrepreneurial failure or success may condition new automatic
associations, and hence alter implicit motives profiles. Again, a better way to examine

the causal relationship between implicit motives and behaviors/outcomes, and hence to
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test the predictive validity of the BIAT, is to use a longitudinal design. For example, one
can examine whether implicit motives profiles assessed at Time 1 predict behaviors at
Time 2 more effectively than behaviors at Time 1 predict implicit motives profiles at
Time 2, pointing to a potential causal effects of implicit motives. Yet, in absence of
longitudinal BIAT data and given the urgent need for better implicit motives measures in

organizational research, the design of the current study was the best we could offer.

Third, the content-coding methods may be labor intensive and time consuming, but they
also offer some advantages over the BIAT. The BIAT requires cooperation of
participants. However, content-coding systems can be applied to a wider range of
material that is already available or that has not been collected for other research
purposes (Pang, 2010; Winter, 1994). For example, Winter’s (1994) scoring system can
be used to evaluate any kind of written or spoken material that is at least partially
imaginative (e.g., speeches, blogs, interviews, or literary works). Moreover, content-
coding systems enable researchers to measure implicit motives at a distance, which
grants them access to a pool of otherwise unavailable data from respondents who might
be deceased or live in remote locations. Also, motives researchers showed that any given
implicit motive may not be a unitary construct, but rather could consist of different
facets (e.g., achievement as fear for failure and hope for success). Many direct motives
measures and traditional implicit personality procedures allow researchers to score
motives on their underlying facets. Perhaps a series of BIATs, each aiming at a specific
facet of implicit motives, could provide an alternative to the flexibility and versatility of
direct measures and traditional implicit motives measures. However, BIAT always
require participants to cooperate, which limits the extent to which it can be

implemented in labs or online.

In conclusion, the BIAT is an easy-to-use measure of implicit motives that has the
potential to overcome the implicit neglect in entrepreneurship and organizational
research. Given what we know from the psychology of motives, many subtle effects of
motives on employees’, entrepreneurs’, leaders’, teams’ and organizations’ behaviors
and outcomes go unnoticed when researchers focus on their explicit manifestations
only. After all, implicit motives orient different types of behaviors and outcomes than

explicit motives do. For example, as we revealed in our illustrative example, implicit
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motives may affect entrepreneurial outcomes where their explicit counterparts do not,
and vice versa. Hence, we hope that this argument and evidence reported in this section
will encourage entrepreneurship and organizational researchers to apply the BIAT to
achieve a superior understanding of the effects of (explicit and implicit) motives on a
wide range of behaviors and outcomes in many different entrepreneurial and

organizational contexts.

Above, we briefly introduced our secondary database strategy and both survey
instruments, and extensively discussed our methodological novelty of the BIAT to
measure a key aspect of ambitious entrepreneurship - entrepreneurial explicit and
implicit motives profiles. Next, before turning to the substance in Part Il in the form of a
series of four illustrative studies, we first provide further detail regarding our pair of

survey instruments, and report descriptive statistics.
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Chapter 4

Descriptive data

4.1 Introduction

Growth is said to be complex, idiosyncratic, and even sometimes random (Coad et al.,
2013; Delmar et al.,, 2003). In SMESESAP, we argue that growth, and largely
performance, is not random, but depends on a fit between the entrepreneurs’ personal
drivers, the strategy they deploy at the firm level and the environment they chose to do
business in (Parker et al., 2010). In this way, growth is indeed an idiosyncratic process:
depending on the entrepreneur’s confidence and the opportunities made available - and
perceived - in the environment, s/he will need specific sets of strategies to reach her or
his objectives. These strategies should be in line with her or his inner drivers, and also
adequately address the challenges that the environment provides, in terms of resources,

business opportunities or even supportive regulations.

To draw a comprehensive picture of Belgian SMEs and self-employed, and to develop a
better understanding of this “fit”, we collected data at the different levels accounted for
in our analytical framework. At the individual level, for instance, we measured the
education level of our respondents. Once collected, it becomes a variable in our dataset.
In Figure 4.1, the variables addressed by the SMESESAP surveys are provided, each at
the appropriate level. The current Chapter 4 provides an overview of these variables,
their basic statistical description, as well as the correlation between them. As will be
seen, some personality traits, environmental characteristics and firm strategies tend to
occur together. By computing the correlation between two variables, we can already
explore which variables generally occur together or are unrelated. Important to note is
that correlation is not the same thing as causation. Correlation is an empirical relation
that can exist in the basis of chance alone, or because of a third phenomenon influencing
the two variables of interest. The variables consequently experience a high correlation,
and tend to occur together. By contrast, the causation link between two variables - i.e.,

one variable causing an actual impact on another one - is informed by theory and only
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afterwards tested through empirical data. Those causation links are not addressed here,

but are explored in the next part of the report.1>

Figure 4.1 Analytical framework and variables measured in SMESESAP
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Given the large number of variables we aimed at exploring, respondents would need up
to an hour to complete a full survey. We therefore decided to split the variables into
three different surveys targeting three different subsamples (subsample 1 or S1,
subsample 2 or S2 and subsample 3 or S3). Some central variables are common to all
surveys / subsamples, such as goal-setting, job creation, growth aspiration, gender,
working experience, sector and environmental dynamism. Others are specific to a given
subsample. For instance, the causation and effectuation orientation (strategic level) of
the business were measured only in the second subsample. In Figure 4.2, we provide the

proportion of respondents by subsample.

15 Please note that when only one questionnaire wave is used during data analyses, we can never claim to
be able to reveal ‘real’ causal linkages due to the cross-sectional nature of our data.
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Figure 4.2 Number of respondents by subsample
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In total, 2,748 people fully completed the SMESESAP 2012 survey. From those 2,748
people, 39.5% are in S1, 30% in S2 and 30.5% in S3. The same proportions are found in
the second wave, where we collected data about performance as well as some
complementary variables, such as personality traits or entrepreneurial orientation. In
total, 810 people participated in the SMESESAP 2013 survey, for which we only
approached the 2,748 respondents from the SMESESAP 2012 survey. Finally, we also
collected some data during the workshops on entrepreneurial motives that were
scheduled in the summer of 2013: 120 people participated to the seminars in Antwerp
and Namur, including 108 original SMESESAP participants, and 12 colleagues who heard
about the seminar from the participants (see Chapter 3 on methods and Chapter 6 on

implicit and explicit motives).
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Table 4.1 Correlations between basic demographics and performance

SMESESAP 2012 SMESESAP 2013

Number of participants 2,748 927
Demographics X

Motivations and goals X

HEXACO personality traits X
Entrepreneurial orientation X
Strategy X
Effectuation-causation X

Environment and constraints X

Statisfaction with life
Performance X

<o

Even though we did not expect to attain a perfectly representative sample, we did
achieved satisfactory results in terms of sector distribution, region and size. To assess
the representativeness of our sample, we first estimated the distribution of the real
population based on information from the National Bank of Belgium (NBB, with N =
377,246). Comparing our sample with the full NBB population is useful because 90% of
our participants are accounted for by the NBB. Figure 4.3 shows that the distribution by
province (NBB data) is fairly similar, whatever the sample (NBB, SMESESAP 2012, and
SMESESAP 2013). A simple statistical test shows that there are no statistical differences
between the NBB data and our two questionnaire subsamples. With regard to provincial
differences, we see that the province of Antwerp is largely ahead, with 20.03% of
participants in the first wave, 20.97 % of participants in the second wave, and 22.43 % of
the NBB population. Underrepresented are the provinces of Namur (2.92%, 5.06% and
4.91%, respectively) and Luxembourg (1.70%, 2.36% and 2.26 %, respectively). We

obtained similar results when comparing sectors and firm sizes.
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Figure 4.3 Distribution by province: comparison between our samples and the
NBB population
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The remainder of this chapter is organized as follows. First, we present the basic
characteristics of the Belgian SME and self-employed respondents who participated in
the SMESESAP surveys—the gender and age of the respondent, as well as the sector,
region and size of the business. Because the focus of this research is on SMEs and self-
employed, the descriptive analysis concentrates on firms that have 250 or less
employees in 2012 and/or 2013 (2,712 respondents). Second, we explore the
performance variables that are addressed within the SMESESAP surveys. We look at
objective and subjective performance variables, respectively. Several performance
variables are common amongst SMEs and the self-employed, such as career satisfaction
or entrepreneurial orientation of the business. Others are specific to either type of
business, such as job creation for SMEs, and revenue growth for the self-employed.
Third, we look at the individual level, including entrepreneurial traits such as grit,

confidence and entrepreneurial experience. Fourth, the strategy level is addressed: the
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strategic orientations that are deployed within the business, including growth
aspirations of the entrepreneur in relation to the venture. Fifth and finally, we look at
the environmental level: the extent to which the business context provides both the
opportunities to commercialize Belgian products and services, and the resources

necessary to produce them.

4.2 Basic demographics

Respondents from various regions of Belgium answered our survey (see Figure 4.3). The
majority of respondents are men; only 14% are female entrepreneurs (see Figure 4.4).
The respondents were either self-employed without employees (22.3%), owners of an
SME with employees (62.4%), or managers (and minority partners) of SMEs with
employees (15.3%) (see Figure 4.4). When exploring the correlation between gender
and the profile of respondents, we find that being a woman is significantly associated
with being self-employed. This contrasts with the lack of correlation between being a
woman and being an owner of an SME with employees. In other words, there are

proportionally more women self-employed than owners of SMEs with employees.

Figure 4.4 Respondents per gender and type of respondents

Gender Type of Respondents

m Men Women

Self-employed W Owner of SMEs = Manager of SMEs

As shown in Figure 4.5, a large majority of respondents are active in micro-firms (that is,
1-9 employees). In contrast, medium firms (> 50 employees) account for less than 10%
of our sample. The Flanders region accounts for the largest share of businesses, with

more than 60% of SMEs, irrespective of their size. Wallonia and Brussels account for
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25% and 10% of responses, respectively. Important to note is that the share of self-

employed is relatively higher in Wallonia, with 41% of self-employed being established

in this region compared to only 48% in Flanders with about a third more inhabitants.

This trend is confirmed in the correlation analysis (see Table 4.1), which shows that self-

employment rather than being an SME with employees is significantly more prominent

in Wallonia compared to the rest of Belgium.

Figure 4.5 Respondents by type of business
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Figure 4.6 Businesses by region and main sector of activity
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Table 4.2 Pearson correlations between basic demographics: sectors, location,

gender and type of business (SME with employee or self-employed without

employee)16

. 3 4 “ E E

g E < 2 23

= = = 2 m g,

S = = & 2 5
Gender (Female=1) 1.00
Wallonia 0.03 1.00
Flanders -0.01 -0.797* 1.00
Brussels -0.02 -0.217* -0.416™ 1.00
SME vs self-employed -0.089* -0.145" 0.127* 0.01 1.00
Services 0.049" 0.038" -0.104™ 0.110™ -0.263™
Manufacturing -0.071* -0.02 0.069" -0.078™ 0.138"
Trade 0.051" 0.01 -0.01 -0.01 0.01
Construction -0.02 -0.01 0.055" -0.076™ 0.040"
Agriculture -0.039° 0.00 0.02 -0.03 0.03
Transport 0.02 -0.078" 0.100™ -0.044" 0.067*
Other -0.03 0.00 -0.03 0.043" 0.148™

*p<.05**p<.01;and N = 2,712.

In Figure 4.6, we see that the sector representation within our sample has services as the
largest (38.8%), followed by trade (17.6%), construction (15.4%), other sectors (13.2),
manufacturing (10.3%), transport (2.9%) and, finally, agriculture (1.8%). When
exploring the correlation between basic characteristics (see Table 4.2), we find that
being an SME with employees rather than being self-employed occurs more often in the
manufacturing, construction, transport and other sectors. By contrast, being self-
employed is significantly related to the service sector. The correlation between gender
and sector choice also provides significant trends; we observe that being a female
entrepreneur is significantly associated with the service and trade sectors, but is less

likely to occur in manufacturing and agriculture.

16 This first correlation table provides significance levels and amplitude of the correlations. In the
remainder of the descriptive chapter, we only provide the significance levels and direction of the
significant correlation. Detailed correlation tables are available upon request.
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In terms of location, Flanders is associated with transport, construction and
manufacturing. In particular, transport is less likely to occur in Brussels and the Walloon
provinces. By contrast, being self-employed in the services sector is negatively
associated with being located in Flanders, but positively associated with being located in
Wallonia and Brussels. Important to note is that a large part of those self-employed are
women. Women are more likely to be self-employed than the owner of their own firm

with employees.

Notice that by examining separately self-employed and SMEs, we find complementary
insights about gender. First, in line with previous trends, we see that female self-
employed are more likely to be located in Wallonia, and less likely to be located in
Flanders. However, women who are owners of an SME will more often be associated
with Flanders, and less so with Wallonia. This finding provides interesting insights for
the support of female entrepreneurs (self-employed versus owners of SMEs) in both

regions.

In terms of the education level, nearly 75% of our respondents have a higher education
degree (see Figure 4.7). Higher education is slightly positively correlated with the
Brussels and Wallonia regions, but negatively with Flanders. Moreover, managers within

SMEs are relatively more educated than owner-entrepreneurs.

Figure 4.7 Respondents by education level

High school or less W Baccalaureate level Master level or more

The average age of our respondents is 48 years old. As expected, the typical respondent
is male, aged between 45 and 55 years old. Important to note is that the age of the

respondent is negatively correlated with Wallonia and being a woman. In other words,
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women tend to be younger entrepreneurs than man, while entrepreneurs in Wallonia

are slightly younger than their Flemish counterparts.

4.3 Objective performance

Performance is a multi-faceted concept. It includes aspects such as growth, innovation,
internationalization and whether or not the firm meets social/societal challenges.
Performance can be assessed objectively by collecting hard figures, such as the number
of jobs created during a specific period. In contrast, it can also be assessed subjectively
by asking for individual evaluations of aspects such as overall career satisfaction,

personal happiness or business performance.

In this section, we explore whether the regions conform to similar performance
patterns. We also explore whether the different facets of performance are correlated -
and if so, to what extent. We start with growth performance in SMEs: job creation, sales
growth and profit growth. Then, we explore growth revenue for the self-employed.
Subsequently, we turn to innovation performance, including the entrepreneurial
orientation of the firm. After examining internationalization as a performance measure,
we present a wide variety of subjective performance measures: satisfaction regarding
(1) the profitability of the firm, (2) social goal achievement, (3) overall career

advancement, and (4) life in general.

4.3.1 Growth in SMEs

One of the challenges facing the survey method is to grasp objective measures of
performance. Most respondents do not like to fill out performance figures such as profit
or sales turnover. Thanks to data available from the National Bank of Belgium (NBB), we
have the opportunity to link 90% of our SMEs (and 57% of the self-employed) with their
performance as recorded by the NBB. However, there are two caveats here: (1) the NBB
provides the relevant data with a time lag of about two years, and (2) we are most

interested in future performance, which implies another time lag of at least two years.

70



In the meantime, for now, we explore two strategies. First, we argue that aspects such as
firm strategies are relatively stable. Both current/recent and future performance
outcomes can thus be explained by such strategy-related aspects. Recent performance
measures employed in our surveys are realized growth in terms of job creation, sales
turnover and profit in 2012. We asked respondents whether the number of employees,
sales turnover and EBIT increased, stayed about the same or decreased. We followed the

same strategy during the 2013 survey (see Figure 4.8).

Figure 4.8 Realized growth for SMEs in terms of job creation, sales turnover and
profit

SMEs: Realized growth in 2012 compared to 2011
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SMEs: Realized growth in 2013 compared to 2012
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Second, we asked respondents about their future performance expectations. SME
managers provided their expected growth in two different ways. Firstly, expected
growth was measured with a closed question about the future size of their business,
with only three possible choices (will increase, stay about the same or decrease; see
Figure 4.9). For example, with regard to the number of employees, we see that only 9%
of respondents report an expected decrease, 40% report a status quo (job creation of 0-2
employees), and marginally short of half of all executives report an expected creation of
more than 2 new jobs (see Figure 4.9). The average for all SMEs is the creation of 7.8
FTE in 5 years. While this may seem optimistic, this is in line with the recent UCM report
on growth, which reports that 70% of the Walloon SMEs intend to develop their

activities within the next three years (Lesceux, 2014).

Secondly, respondents were asked to provide the expected size of the business in full-
time equivalent employee numbers in five years’ time - they thus provided a hard figure

relative to their expected job creation estimations (Figure 4.10).

Figure 4.9 Expected growth for SMEs in terms of job creation, sales turnover and
profit
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In terms of location, the comparison of expected job creation in five years’ time does not
reveal any significant differences between the different regions. The correlation analysis
between the regions and realized performance - i.e. job creation, sales turnover growth
and profit growth - provides similar results (see Table 4.3). This suggests a convergence
of performance patterns amongst Belgian regions. However, we do find a correlation
between gender and firm size— being a woman in SMEs is significantly associated with
smaller businesses (see Table 4.3). Note, by contrast, that job creation, sales growth,
profit growth and ambitions in terms of job creation are unrelated to gender. This might
imply that women entrepreneurs in SMEs face specific barriers to fully grow their

business. Future research is warranted to examine this further.

Finally, we compared the average expected job creation by sector. We find that the
variation between sectors is dependent upon the business context—the highest levels of
expected job creation occurred within the service industry, closely followed by
manufacturing. Conversely, we can see that the agricultural sector only expected to
create 3 jobs per business (see Figure 4.10). Service sector SMEs are also found to
outperform other sectors in demonstrating positive correlations with growth across job,

sales turnover and profit factors (see Table 4.3).

Figure 4.10 Expected job creation in 5 years (FTE) of SMEs by sector
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Table 4.3 Correlations between basic demographics and performance
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Expected revenue growth nextyear + + -
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4.3.2 Growth for self-employed

For self-employed without employees, we measured growth in terms of revenue. In
2012, 21% of the self-employed experienced a decrease in revenue. However, this
number rises to 37% in 2013, while only 18% of the self-employed were expecting such
a decline. The poor performance of the self-employed witnessed in 2013 is in line with
SMEs’ results, where decreasing profits occurred more often than in 2012 (16% in 2012

versus 31% in 2013) (see Figure 4.11).

Figure 4.11 Realized and expected growth of self-employed revenue
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Regarding location, we find that the Walloon self-employed outperform their Flemish
counterparts, both in terms of realized and expected growth (see Table 4.3). Looking at
the analysis of correlations and comparison of means, we also observe significant
differences between regions. There is a positive correlation between being located in
Wallonia and expected revenue growth (both for the next year and within 5 years’ time).
By contrast, being located in Flanders is negatively associated with both current and
expected revenue growth. For Brussels, we only find a significant (positive) correlation

between being located in Brussels and expected revenue growth in 5 years’ time.

Finally, the comparison of sectors suggests that - in contrast with our findings for SMEs

- not the service sector but the construction sector outperforms the other sectors for the
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self-employed. We see a positive correlation between the construction sector and

realized revenue growth for self-employed, whereas this is not the case for SMEs.

4.3.3 Innovation

Innovation is presented as a key driver of growth as indicated by our correlation
analysis (see Table 4.4). We can see that performance in terms of growth and innovation
indeed tend to occur together. In our survey, we focus on product and process
innovation: i.e., the introduction of new or significantly improved products (or services),
and new or significantly improved production (or delivery) methods. In the second-
wave survey only, we also grasped innovation performance by measuring the

entrepreneurial orientation of the business.

In Belgium, a large majority of businesses report that they introduced some kind of
product/service innovation within the last three years. Fewer introduced process or
delivery innovations (see Figure 4.12). To measure the amplitude of the innovation, we
also asked whether the innovation was new for the firm alone or for the entire industry.
According to the responses, 48% of the new products/services, 59% of the enhanced
products/services, and 60% of the new processes/delivery methods were new to the

industry.

Figure 4.12 Product and process innovation
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As suggested in Table 4.4, product innovation at the firm level is positively correlated to
all measures of growth performance for SMEs, including profit. For the self-employed,
introducing product innovation is not related to the performance within the same year,
but, as may be anticipated, such an introduction is positively associated with expected

revenue growth.

Table 4.4 Correlation between innovation and performance
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In SMEs
Job creation + + +
Sales turnover growth + + + + +
Profit growth + + + +
Size of the firm + + + +
Expected job creation +
In self-employed businesses
Revenue growth
Expected revenue growth next year ++ +
Expected revenue growth in 5 years +

Interestingly, following our previous observations regarding gender differences, we
performed an additional correlation analysis that suggests that introducing new
product(s) occurs more often in SMEs owned by a man than a woman. Likewise, location
is also linked to new product innovation—positively associated with Brussels, but
negatively so for Flanders. Finally, product innovation occurs more often in the
manufacturing sector, while being less common in the construction, agriculture and

transport industries.

To further examine innovativeness and pioneering aspects of Belgian SMEs and the self-
employed, we also measured the entrepreneurial orientation (EOr) of their businesses.
Originally proposed by Miller (1983), the EOr concept describes the extent to which

some firms adopt an entrepreneurial attitude by actually bringing innovation to the
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market, being a pioneer in their industry, and undertaking a bold, risk-taking strategy.
Indeed, the key dimensions of EOr are risk-taking, proactiveness and innovativeness.
For example, innovativeness is measured by asking questions related to the innovative
performance level of the firm, such as the introduction of new lines of product(s), and
proactiveness examines whether the firm is the first to introduce such products or

services.

Considering EOr and its three dimensions separately, we find that innovativeness and
proactiveness are both positively correlated with profit and sales turnover growth for
SMEs (see Table 4.4). Proactiveness is central here, being also correlated to job creation
and firm size. EOr as a whole is associated with sales growth and firm size in SMEs, as
well as short-term expected growth by the self-employed (see Table 4.4). While EOr

does not significantly vary by region, it is dependent upon sector (see Figure 4.13)

Figure 4.13 Entrepreneurial orientation by sectors
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4.3.4 Internationalization

We understand internationalization as relative to an entrepreneurial exporter. The

typical exporter is male, self-employed and located in Brussels (rather than the Flanders
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region), and tends to be found within manufacturing, trade, and agricultural sectors, but

is less common in the services and construction industries.

From our 2,712 respondents, 43% consider themselves as exporters. More importantly,
nearly one third of entrepreneurs expect export to be their main source of business in 5
years’ time. As such, internationalization is an important performance indicator. Yet, this
comes with the caveat that part of internationalization includes exposure to
international competition. Unsurprisingly, we find that being an exporter is unrelated to
realized performance in 2012 and 2013, within both SMEs and self-employed
businesses. Interestingly, we do see a positive correlation with firm size and anticipated
job creation within 5 years. It is also related to entrepreneurial orientation (all three
dimensions) and innovation, particularly the introduction of new product(s) and

processes at the firm level.

4.4 Subjective performance

Next to objective indicators like job creation and exporting (or not), we also asked
entrepreneurs about their satisfaction regarding the performance of their own business,
overall career and lives in general. In the SMESESAP surveys, we asked about the
satisfaction of the entrepreneurs towards organizational goals—profit, sales growth, job
creation, internationalization, environmental practices, and innovation. Factor analysis
revealed two underlying dimensions: satisfaction levels of respondents related to (1)
traditional economic goals (profitability, stability and growth), and (2) the performance
of societal goals (creating jobs, innovation and environmental practices). In terms of
career satisfaction, we adopted the scale used by van den Born and van Witteloostuijn
(2013). Finally, we measured life satisfaction using the renowned ‘Satisfaction With Life

Scale’ (Diener et al,, 1985).

4.4.1 Satisfaction regarding traditional economic goals

Using a Likert-type scale running from -3 (totally dissatisfied) to 3 (totally satisfied), the

average satisfaction regarding traditional goals is 1.04, with no significant differences
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between self-employed, entrepreneurs-owners of SMEs, and managers in SMEs (see

Figure 4.14; traditional economic goals).

The analysis of correlation suggests that Walloon respondents are more satisfied than
their Flanders counterparts regarding the performance of traditional business goals (see
Table 4.5). Interestingly, we find that subjective and objective performance indicators
are highly correlated, which suggests that they often occur simultaneously. For example,
satisfaction with traditional economic goals is linked with the entrepreneurial
orientation of the firm. Satisfaction can, however, also be negatively correlated with
objective performance measures. More specifically, satisfaction with traditional
economic goals negatively relates to exporting, which might indicate that traditional
economic goals are subject to greater pressure when exposed to international

competition.

When we probe deeper into the relations between objective and subjective performance
measures by examining the relations for SMEs and self-employed separately, we find the
following. For SMEs, the subjective performance of traditional goals is linked to actual

job creation, sales and profit growth. For the self-employed, we observe that satisfaction

levels for traditional economic goals are negatively correlated with a decline in revenue.

Figure 4.14 Subjective performance - satisfaction regarding traditional economic
goals, societal goals, overall career and life
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Table 4.5 Correlation between satisfaction, innovation and performance

g
" = =
—_ |8} =
: g B
— o 2 S
(3] + o
= < =
SE 3 = 2 S
= o 2 ® o T
T < L @« ~ O %)
g 2T £EF &g
= @ v 8D o QO w3
Gender
Wallonia +
Flanders - -
Brussels +
Being an SME (versus self-employed) + +
Exporting -
EOr + + + +
EOr - Risk-taking +
EOr - Innovativeness + +
EOr - Proactiveness + +
New product + + +
Enhanced product + +
In SMEs
Job creation + + +
Sales turnover growth + +
Profit growth + + +
Size of the firm + +
Expected job creation +
In self-employed businesses
Revenue growth +
Revenue decrease - -
Expected revenue growth next year +

Expected revenue growth in 5 years

4.4.2 Satisfaction regarding societal goals

In general, reported satisfaction with traditional economic goals is higher than that with
societal goals (i.e., satisfaction with creating jobs, being innovative and protecting the
environment). However, this difference is largely driven by the low score of the self-
employed, who are significantly less satisfied with societal goals than their SMEs with
employee(s) counterparts (see Figure 4.14). Note that gender differences are not
significant for societal goals. For traditional goals, Flemish respondents, on the one hand,
are less satisfied regarding the performance of societal goals. Respondents located in

Brussels, on the other hand, are more satisfied than those in the rest of Belgium.
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In terms of performance, reported satisfaction with societal goals is highly and
positively correlated to the entrepreneurial orientation of the business (i.e., all three
dimensions), and the introduction of new and enhanced products at the firm level.
Satisfaction with societal goals also correlates positively with life satisfaction, indicating
that high satisfaction levels with societal goals, unsurprisingly, produces high
satisfaction with life in general. For SMEs, societal performance often occurs above par
when all other performance indicators are scored well, too, except for firm size. For self-
employed, societal performance is positively correlated with economic performance

(i.e., revenue growth and expected growth in one year) (see Table 4.5).

4.4.3 Overall career satisfaction

As also suggested in Figure 4.14 (above), no significant difference between types of
respondent is evident in relation to their overall career satisfaction. Similarly, no
difference is found between economic sectors, gender or region. In terms of innovation
performance, we again find a positive correlation with entrepreneurial orientation,
especially proactiveness, plus the introduction of new and enhanced products at firm

level.

For SMEs, subjective career satisfaction is positively correlated with job creation and
firm size. Conversely, for the self-employed, career satisfaction is unrelated to revenue
growth, expected growth, or even decline in revenue, which suggest that other factors

are at play.

4.4.4 Satisfaction with life

Finally, we turn to examine overall life satisfaction for our sample. Here, the results
show that the self-employed are significantly less happy than entrepreneurs or

managers in SMEs (see Figure 4.14).

As previously mentioned, satisfaction with life is highly and positively correlated to the

other dimensions of satisfaction. The data also reveal that the entrepreneurial
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orientation of the firm, especially innovativeness, and the introduction of new products,

are associated with higher life satisfaction (see Table 4.5 above).

Alongside these findings, for entrepreneurs and managers in SMEs, life satisfaction
ratings are related to several objective performance indicators at the firm level (i.e.,
profit growth and actual size). However, life satisfaction is not directly related to job
creation (or destruction). For self-employed, reported life satisfaction is unrelated to

revenue growth, which again suggest that other factors are at play.

4.5 Personality characteristics

Returning to our analytical framework, we stated that performance is contingent upon
four interacting levels of analysis: the (i) strategic, (ii) structural, (iii) environmental,
and (iv) individual level. Those four components interact in a complex way to influence
growth. In this section, we explore the individual entrepreneurial traits, such as grit,
entrepreneurial attitudes, entrepreneurial self-efficacy, working experience and reasons
for choosing an entrepreneurial career. We then examine how often these traits occur

simultaneously with growth and other performance factors.

4.5.1 Personality traits

Self-efficacy is an academic construct used to describe the confidence an individual has
in her or his competences. Entrepreneurial self-efficacy, therefore, refers to the levels of
self-confidence an individual has in being a “good” entrepreneur. This includes such
skills as thinking creatively, developing new ventures, designing new products, and
bringing them to market. Two main reasons for choosing for an entrepreneurial career
are exposed: the quest for a challenge and/or having more flexibility and a better work-
life balance. In terms of entrepreneurial attitudes, we explored the interest of the
entrepreneur towards entrepreneurial tasks such as export activities, tackling business
challenges, and realizing growth. Indeed, a recent UCM report (Lesceux, 2014) suggests
that passion is one of the key drivers of growth. In our case, we looked deeper into

sources of passion, be it the entrepreneurial process behind growth (i.e., enthusiasm for
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tackling business constraints and new challenges) or growth itself (i.e., owning a large
firm with more employees). Growth as a process refers to the fact that the entrepreneur
likes the processes behind growth - i.e., to tackle business constraints, deal with
complicated business issues, et cetera. Conversely, growth as an outcome involves the

fact that the entrepreneur likes having a larger firm.

As shown in Figure 4.15, self-efficacy does not distinguish between entrepreneurs-
owners, self-employed and managers in SMEs. Moreover, self-efficacy is positively
linked to work experience in the private sector, but is unrelated to work experience in
the public sector. Our evidence suggests that self-efficacy is related to entrepreneurial
experience in terms of the number of business created, but not in terms of the years
since establishing the first business. Thus, being a serial entrepreneur (e.g., founding
more than two businesses) is often associated with higher self-efficacy. Finally, we also
see that the level of self-efficacy reported by women is significantly lower than the level

reported by male respondents in our sample.

Figure 4.15 Entrepreneurial traits
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When turning our attention to flexibility, our data suggests that flexibility is significantly
more important for the self-employed vis-a-vis managers and entrepreneur-owners.

Having a flexibility orientation is also a career reason more often employed by women
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than by their male counterparts. Interestingly, flexibility is positively correlated with

being challenge-oriented, suggesting that these goals are not mutually exclusive.

Revisiting our investigation of passion (that is, the above-discussed entrepreneurial
traits) in relation to gender, location, sector, and the number of businesses founded, we
find the following. For gender, we observe no significant differences with regard to a
passion for exporting (that is, internationalization), tackling business constraints
(growth as a process) and growing the firm (growth as an outcome). We do find that the
location of the business activity matters. In particular, Flemish respondents are less
interested in export activities, when compared to respondents in Wallonia and Brussels.
We also notice sector differences. A passion for internationalization (or exporting) is
slightly and positively related to experience within the private sector. Finally, the
passion for internationalization and growth as a process are both positively related to
being a serial entrepreneur. As expected, being a serial entrepreneur is unrelated to
passion for growth itself: serial entrepreneurs would rather start a new firm, and tackle
new challenges and constraints, rather than growing an existing firm. As a consequence,
it is not surprising that if we examine passion for growth as an outcome (that is, growing
the firm), we find that this interpretation of passion is positively associatated with being

challenge-oriented.

Another interesting entrepreneurial measure is grit (see Figure 4.16). A personality trait
is symbolized by perseverance and a passion for long-term goals. According to
Duckworth et al. (2007), grit predicts performance in challenging domains over and
beyond measures of competences because of its emphasis on stamina. In particular, grit
entails the capacity to sustain both effort and interest in projects that can take months
or longer to complete. In our survey, on the one hand, we find that grit is significantly
lower for the self-employed compared to the owners and managers in SMEs, especially
relative to persistence of interest. Persistence of effort, on the other hand, does not show
any significant differences according to the type of respondent. Persistent of effort is
highly and positively correlated to liking the entrepreneurial process, self-efficacy and
being challenge-oriented. In other words, we observe that persistence of effort rather
than interest occurs in conjunction with other important entrepreneurial traits

discussed above.
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Figure 4.16 Grit - persistence of effort and interest over time
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Finally, we measured personality traits, using the HEXACO scale (Lee & Ashton, 2004).
In Table 4.6, the definition of each of the HEXACO dimensions is provided. We find that
our entrepreneurs have high integrity, extraversion and conscientiousness, but are less
emotional or agreeable (see Figure 4.17). Differences in gender reveal that women
report being more honest and more agreeable than men. Interesting differences also
emerge with regard to location. On the one hand, respondents from Brussels are
significantly less agreeable but more open to experiences than their Flemish
counterparts. Flemish respondents, on the other hand, are slightly more sensitive than
the rest of Belgium. To conclude, we find that the self-employed are significantly more

diligent than their counterparts in SMEs.
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Figure 4.17 HEXACO personality traits of Belgian entrepreneurs
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Table 4.6 HEXACO personality traits

HEXACO Related adjectives

Honesty-humility  sincere, loyal, dead honest, trustworthy vs. boastfully, vain,
greedy

Emotionality sensitive, fragile, unstable, vs. stable, confident, balanced,
determined

eXtraversion exuberant, cheerful, spontaneous, frank vs. introverted,
closed, silent, gloomy

Agreeableness good-natured, calm, patient, mild vs. bright, quick-tempered,

irascible, hotheaded
Conscientiousness careful, meticulous, precise, diligent, orderly vs. careless,
inconsiderate, lazy, irresponsible
Openness to profound, original, philosophical, astute vs. uncritical,
Experience superficial, civil, submissive

4.5.2 Traits and performance

By examining the link between individual traits and performance, we reveal three
entrepreneurial traits that recur relative to growth factors—(i) a passion for growth as a
process, (ii) challenge-orientation, and (iii) higher self-efficacy (see Table 4.7). By

contrast, the age of the respondent is systematically negatively related with growth,
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except for the actual size of the venture. The same conclusion is reached when

examining the number of years since the respondents first established their business.

Some additional drivers are worthy of note. First, work experience in the public sector is
negatively correlated with both job creation and the size of SMEs. By contrast,
experience in the private sector and being a serial entrepreneur are both positively
linked with the size of the venture. Other size drivers are perseverance in terms of
interest and level of education. Yet, flexibility is negatively associated with larger SMEs.
Interestingly, being flexible and having experience in the public sector are both
negatively associated with size, which usually occurs more often for female as opposed
to male entrepreneurs. Finally, a passion for growth as an outcome (having a large
business) is not a systematic driver of performance in SMEs, where the passion for the
process behind growth is more relevant and a passion for growth as an outcome is

highly and positively correlated with the growth ambitions of the self-employed.

In conclusion, we show that some individual traits are closely related with growth. The
entrepreneurs, self-employed or managers are associated with key drivers, notably in
terms of passion and self-efficacy. Entrepreneurs bring their competences, needs and
motives to the venture, which might affect the entrepreneurial project and, ultimately,
its performance. That said, an entrepreneurial project will be submitted to external and
internal constraints. It is this subject of constraints that we turn to in the following
sections of this chapter. But before doing so, we first describe these additional aspects of
entrepreneurship, starting with the strategic orientation implemented by our

respondents within their respective ventures.
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Table 4.7 Correlation between entrepreneurial traits and performance

Self- Flexibility = Challenge- Passion for Passionfor Passionfor Age
efficacy -oriented  oriented growth growth export
(process)  (outcome)
In SMEs
Job creation + + + + -
Sales turnover growth + + + -
Profit growth + + + -
Size of the firm + - + +
Expected job creation + + +
In self-employed businesses
Revenue growth -
Expected revenue growth next year + + + -
Expected revenue growth in 5 years + + + + + -
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4.6 Business strategy

In the previous section, we saw that individual-level drivers, such as challenge-
orientation and a passion for growth, often occur alongside actual performance.
However, the way in which these drivers are translated into firm-level choices and
strategy is relatively unknown. In this section, we examine this issue. We first explore
goal-setting: the commitment of the entrepreneur to a variety of goals such as
profitability, internationalization, innovation, job creation and environmental practices.
We also look at the aspirations of entrepreneurs regarding the size of their venture(s).
Finally, we investigate the strategic orientation of the venture via a series of strategic

dimensions.

4.6.1 Goal-setting

To examine business goals, we use three main dimensions—(i) profitability, (ii)
internationalization, and (iii) societal contribution (i.e., innovation, job creation and
environmental practices). As shown in Figure 4.18, profitability remains the main goal of
the self-employed and SMEs. We also asked about the aspirations of entrepreneurs
regarding the size of their venture(s)—as large as possible versus a limited size that
they can manage alone, or with a few employees. Supporting the previous literature on
growth aspiration (Cassar, 2007; Edelman et al., 2010), we find that only 12% of our

respondents aspire for high growth.
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Figure 4.18 Commitment to business goals
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Similarly, in approaching strategic orientation, we considered five dimensions (using
five-point Likert scales): (1) a technological strategy explicitly focused on the research
and development (R&D) of new products; (2) a consumer strategy that, as the name
implies, involves customer satisfaction, after-sales service and respecting consumer
rights beyond legal requirements; (3) a low-cost strategy referring to producing goods
and services at a low cost and undercutting the competition; (4) a differentiation
strategy that involves the extent to which a firm is able to command high prices from the
market in supplying superior products or services; and (5) a focus strategy that is
employed when a firm is focused on a single niche—such firms build their reputation
around a certain product, industry or clientele. We find that the most important
dimensions are technological and consumer-oriented strategies, combined with the
ability to differentiate products and/or services from direct competitors (see Figure

4.19).
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Figure 4.19 Strategic orientation of the firm
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To complement the reflection on strategy, we also measured the extent to which Belgian
entrepreneurs apply causation and effectuation logic in the development of new
products (with five-point Likert scales). Entrepreneurs with a causal logic first define a
strategic goal in terms of market opportunity, best return in spite of risk and long-term
vision (see Chapter 7 on causation-effectuation). On the basis of the defined strategic
goal, entrepreneurs then select the necessary resources and processes required to
achieve the objective. To grasp this dimension, we asked our respondents questions
such as the extent to which they analyzed long-term opportunities and selected what

they thought would provide the best returns.

By contrast, entrepreneurs with an effectual logic first experiment with their existing
resources prior to setting goals. According to these existing resources, these
entrepreneurs identify a potential market opportunity that not only fits with the
available resources, but also ensures that the potential risk does not exceed a predefined
affordable loss. As a result, rather than making a decision based on a strategic long-term
goal, the new product can evolve with flexibility as new resources emerge, alliances are

developed and multiple pre-commitments are identified. Each dimension of effectuation
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is measured by several questions such as the extent to which respondents adapted what
they were doing according to the available resources. The effectuation variable is an
aggregate of five underlying dimensions: experimentation, affordable loss, flexibility,

objective pre-commitments and goal pre-commitments (see Figure 4.20).

Figure 4.20 Causal and effectual logics of Belgian entrepreneurs
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4.6.2 Strategy and performance

Before looking at the correlation between strategy and performance, we also examine
the link with basic demographics—gender, sector, region, and type of business (i.e., self-
employed versus SMEs with employees). For strategy, we look at commitment to goals
(that is, commitment to internationalization, societal goals and profitability) and the
strategic orientation of the firm (that is, technology-oriented, consumer-oriented, low-

cost, differentiation, and focus strategy) and the effectuation/causation logic pair.

For sector, we find that respondents from manufacturing appear to commit more often
to societal goals. Respondents from the manufacturing sector also place more
importance on internationalization than those from the other sectors, especially when

comparing with the construction and service industries. Yet, it will be no surprise that
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we see that respondents from the transport industry are higher committed towards
internationalization and being profitable. This may be explained by the fact that, in this
sector, the adoption of a focus strategy is stronger compared to the other sectors. In
contrast, the service sector is less committed to profitability, exporting and contributing
to societal goals than other sectors. However, firms in the service sector do adopt a focus
strategy more often, most notably in alliances stemming from an effectual logic. This
strategic approach, combining a focus strategy and alliances, is also typical for the self-
employed, which suggests a niche strategy is in play. The trade industry rather tends to
opt for profitability and customer satisfaction, and not so much for focus strategy and
R&D activities. Finally, the ‘other sectors’ - which might comprise of emergent sectors -
emphasize more internationalization and societal goals. Interestingly, no sector is

significantly correlated to having greater (or less) growth aspiration.

While growth aspiration is thus not correlated to any sector, we do find significant
differences for gender and type of respondent, with managers having more growth
aspiration, and woman and the self-employed having less growth aspirations. Likewise,
the self-employed tend to put less commitment into internationalization as well as
causation. Interestingly, the latter is also correlated with gender - women in general

apply less causal logic than men.

In terms of location, Walloon SMEs and the self-employed tend to put more emphasis on
societal goals. In terms of strategy, they are also less focused on a particular niche (focus
orientation), but develop more alliances than anywhere else in Belgium. Entrepreneurs
in Flanders tend to commit less towards societal goals and demonstrate a preference for
focus orientation. Moreover, in this region, entrepreneurs also invest less often in
alliances and gravitate towards an effectuation logic, in general. In Brussels, meanwhile,
entrepreneurs seem to have ventures with the most ambition; businesses from Brussels
have higher aspirations than in the rest of Belgium, and demonstrate a greater
commitment towards societal goals and internationalization. In addition, Brussels-based
businesses resort to differentiation and flexibility more than entrepreneurs in the other

regions.

When we turn to review the analysis of correlation, our results suggest that goal-setting

by the decision-makers is associated with performance. Notably, growth aspirations for
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the venture are positively correlated with all performance measures, except revenue
growth for the self-employed. For strategy, we see that a technological orientation of the
venture often accompanies performance, especially in terms of innovation (measured as

entrepreneurial orientation), job creation and sales growth.

We also observe that some strategic orientations do not occur with performance, and
that some are associated with negative performance. For example, effectual logic is
positively associated with performance for SMEs, but negatively so for the self-
employed. A closer look at the underlying dimensions might elicit further insight.
Second, a low-cost strategy is unrelated to the performance indicators in Table 4.8.
According to existing strategic research (see Chapter 8), a low-cost strategy might be
adequate in some settings, but totally inadequate in other contexts. As such, the
correlation with performance would be neutralized because it does not take into
account the variety of settings that may or may not fit with a low-cost approach. This
will be examined further in Chapter 8. Third, a focus orientation is not associated with
any performance indicators for SMEs. It would be insightful to investigate the potential
fit with either the business context (dynamism of the environment for instance) and/or
personality traits (see Chapter 8 for further examination). This strategic orientation is
also associated to less revenue ambitions for the self-employed. As a focus strategy is
often a preferred strategic orientation for the self-employed, this warrants further

investigation.

Finally, actual revenue growth for the self-employed is uncorrelated to any strategic
orientation, which points to the possibility that either particular contingencies have yet
to be explored, or suggests that other critical variables operate beyond the control of the
self-employed. In the next section, we focus on these variables occurring at the
environmental level, such as regulation or access to resources. These variables can have
a direct impact on performance, by restricting access to resources. However, this comes
with the caveat that environmental factors can also interact with strategy, and even

individual traits, when driving performance.
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Table 4.8 Correlations between strategic orientations and performance
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In SMEs
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Job creation + + +
Sales turnover growth + + + +
Profit growth +
Size of the firm + +
Expected job creation + - + +
In self-employed businesses
Entrepreneurial orientation + ++  ++ ++ 4 ++ -
Revenue growth
Expected revenue growth in 5 + + + - +
years
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4.7 Business environment

The business environment can simultaneously facilitate and constrain performance. The

environment drives performance by providing business opportunities and supportive

regulations that enhance the competitiveness of the venture. It also constrains

performance if entrepreneurs are unable to access relevant resources, or if they do not

implement a strategy that fits with competitive pressures. In this section, we examine

three types of variables related to the environment.

First, we look at the demand side of the business context and examine questions
such as ‘Can you easily find a demand (or market) for your new product(s)?’, ‘Are
the product(s) rapidly obsolete?’, and ‘Are your customer(s) very sensitive to
price?’

Second, we explore variables related to the business environment in terms of
supply. Here, we investigate whether the firm can easily access resources that are
supplied by the environment such as finance, skilled workers or R&D.

Third and finally, we focus on the environment as a provider of business
regulations and analyze whether respondents perceive business regulations as a
burden or as a source of opportunity. Here, we examine aspects such as whether
respondents believe that regulations are adequately addressing issues facing
SMEs and the self-employed, or whether SMEs and the self-employed can easily

adapt to new procedures.

4.7.1 Demand side of the business context

To assess whether the business environment is auspicious for the commercialization of

Belgian products, we examine three main variables:

The dynamism of the sector (Miller, 1988): in a calm environment, production
methods are relatively stable and products are not readily made obsolete; in
turbulent environments, products rapidly become obsolete, and both production

and promotion modes must adapt accordingly. The dynamism is measured on a
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seven-point Likert-type scale, varying from -3 (very calm environment) to 3 (very
turbulent environment).

e The optimism of the entrepreneur: for optimistic entrepreneurs, their business
environment provides new opportunities and markets for their products; for
pessimistic entrepreneurs, the environment does not favor the development of
the venture, as it fails to reward their creativity. Optimism is also measured on a
seven-point Likert-type scale running from -3 (very unfavorable environment) to
3 (very favorable environment).

e The competitiveness pressure (Wijbenga & van Witteloostuijn, 2007): in highly
competitive environments, a change in price automatically translates into losing
customers; in less competitive environments, the firm can raise its prices without
sustaining a drastic reduction in its market share. Competitiveness pressure is
measured by asking respondents what would happen if they raise the price of
their most important products by 10% (ranging from 1 “our customers would
continue to buy from us in the same quantity” to 4 “our customers would stop
buying from us”; higher scores therefore indicate a more competitive

environment).

Both competitiveness pressure and dynamism of the environment significantly differ by

sector and type of respondents.

First, entrepreneurs-owners report more dynamic and competitive environments than
the self-employed without employees. Likewise, respondents located in Wallonia rather
than in Flanders, and those being a woman both significantly associate with a calmer

environment.

Second, the service sector is both more turbulent and less competitive than other
sectors, which might provide a favorable context for growth (see Figure 4.21). By
contrast, construction is at the same time less dynamic and more competitive, which
may point to a less favorable business context when considering likely growth. However,
a less dynamic environment, or more competitiveness, alone might not constitute a

constraint per se. Manufacturing, for instance, is highly competitive yet benefits from a
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very favorable environment (optimism), which in turn provides grounds for growth. In
line with our analytical framework, different contexts can provide the setting for better
performances, provided that the strategic and individual choices fit with the specific

context (see for more on this, Chapter 8).

Figure 4.21 Dynamism, optimism and competitiveness pressure in Belgian sectors

Dynamism

Along the same lines, we find that dynamism, optimism and competitiveness pressure
are associated with specific strategic choices (see Table 4.9). First, more dynamic
contexts seem to accompany aspects from an effectual (in particular, experimentation
and flexibility) and a causal logic. Combined with the strong correlation between
effectuation and causation, this observation indicates that such ambidexterity might not
only be feasible, but is required within a dynamic environment. Chapter 7 on causation-
effectuation will test this hypothesis in depth. Additionally, dynamism usually occurs
with more differentiation, a focus strategy, a technological orientation and greater
commitment to societal goals. Second, more competitiveness pressure corresponds to a
reported emphasis on profit, and occurs less frequently with a focus and/or

differentiation strategy and an effectual logic, especially flexibility. Finally, optimism
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tends to occur in conditions where there is greater commitment to societal goals, a
technological-oriented strategy and an effectual logic, especially experimentation, in

place.

Table 4.9 Correlations between demand-side variables and strategic orientation

Dynamism Competitiveness  Optimism
pressure
Profit +
Societal goals + +
Technology-orientation + +
Consumer-orientation
Focus + -
Low cost
Differentiation + -
Causation +
Effectuation + - +

The examination of correlations between environmental variables and performance
elicits complementary insights (see Table 4.10). First, as expected, the dynamism of the
environment is not directly related to performance for SMEs, except in the case of
entrepreneurial orientation. However, we find that expected revenue growth occurs less
often in more turbulent environments for the self-employed. Moreover, a more dynamic

environment is associated to an actual decrease in revenue.

For competitiveness, the correlations show that higher pressure accompanies less
frequent growth and is associated to an actual decrease in terms of size (number of jobs,
volume of sales turnover, and profit). Optimism, by contrast, is positively linked with
performance and an expected increase in job creation (for SMEs) and revenue growth

(for self-employed).
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Table 4.10 Correlations between demand-side variables and performance

Dynamism Competitiveness Optimism
pressure

In SMEs

Entrepreneurial orientation + -
Job creation -
Sales turnover growth -
Profit growth -
Size of the firm -
Expected job creation -
In self-employed businesses

Entrepreneurial orientation + - +
Revenue growth

Expected revenue growth next year - - ++
Expected revenue growth in 5 years - ++

+ + + + 4+ 4+

4.7.2 Supply side of the context

The environment is not only a source of opportunity; it can also provide resources for
SMEs and the self-employed. In order to understand these resources, we examine four
different types of resource and the extent to which access to these resources is
considered as a constraint by the entrepreneurs in our sample: (i) access to a skilled
workforce, (ii) access to finance, (iii) access to high-quality suppliers, and (iv) access to
high-quality external R&D (all measured with a seven-point Likert-type scale, ranging

from -3 to 3).

In general, access to a skilled workforce and, to a lesser extent, to finance are both
considered as constraints for the development of Belgian businesses (see Figure 4.22).
Interestingly, only access to finance is correlated with reduced performance. More
precisely, limited access to finance by SMEs frequently led to less growth (i.e., reduced
job creation, sales or profit growth) and more often to a noticeable decrease in jobs,
sales and profit. Likewise, the self-employed, who are constrained in their access to

finance, report more frequent decreases in revenue.

While access to finance is thus a key constraint, our data show that women and men are
not equal in this respect, nor are SMEs and self-employed. To elaborate, a significant

difference between male and female entrepreneurs exists - women admit more readily
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than men that a limited access to finance constrains their business. We also see that the

self-employed report more difficulties in accessing finance than SMEs.

Ernst & Young (2014) suggest that access to finance is linked to location. More
specifically, they report that in terms of investment volume, SMEs located in Wallonia
are experiencing a growing deficit compared to those located in Flanders. Two
explanations are suggested: (1) poor access to financing in Wallonia; and (2) greater
risk-taking investment strategies are employed in Flanders. However, our data does not
suggest any differences in location with regard to access to finance. This indicates that
Walloon entrepreneurs do not necessarily face - or do not perceive - poorer access to

finance.

Additionally, we find that access to finance is a greater constraint for entrepreneurs
focused on societal goals, whereas the constraint reduces for those with growth
aspirations. In other words, people with larger ambitions do not let access to finance
become an obstacle to growth. It is also less of a burden for those who follow the
“affordable loss principle”, which states that the entrepreneur should look at what s/he

is prepared to lose rather than focusing solely on the expected return.

Access to high-quality suppliers and external R&D, by contrast, are, on average, not
considered a constraint. In line with this finding, access to high-quality R&D and
suppliers is not correlated with our performance indicators. An exception is
entrepreneurial orientation: the self-employed with higher entrepreneurial orientation
tend to report greater difficulty in finding high-quality suppliers. Likewise, those who
commit to societal goals and internationalization report more frequently that access to
suppliers and R&D is a business constraint. Finally, R&D is often viewed as a constraint

when respondents adopt a technological-oriented strategy and do experiment regularly.
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Figure 4.22 Supply-side contextual variables: constrained access to resources
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4.7.3 Red tape

To assess the influence of regulations on SMEs and self-employed, we measured five

different dimensions:

Rules as an opportunity (Anyadike-Danes et al., 2008): Belgian rules and
regulations might provide entrepreneurs with business opportunities, by
providing them with a competitive advantage over other companies, or by
increasing the level of customer confidence in their products and services. This is
measured on a seven-point Likert-type scale, from -3 (totally disagree) to 3
(totally agree).

Rules as a burden (van Witteloostuijn & de Jong, 2011): dealing with rules and
regulations might be excessively difficult for Belgian SMEs and the self-employed,
therefore acting as a constraint to growth. This is measured on a seven-point-
type Likert-type scale, from -3 (totally disagree) to 3 (totally agree), too.

Capacity of a company to adapt to changing or new rules (van Witteloostuijn & de
Jong, 2011): a source of burden may be related to the lack of information about
the range of rules and regulations in Belgium affecting the company. Again, this is
measured on a seven-point Likert-type scale that runs from -3 (totally disagree)

to 3 (totally agree).
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e International market regulation as a constraint (Batra et al.,, 2003): regulations
within the EU market and abroad (e.g., labor regulation) can also be viewed as a
constraint by entrepreneurs. As above, this is measured on a seven-point Likert-
type scale, varying from -3 (totally disagree) to 3 (totally agree).

e Rules adequacy (Busenitz et al., 2000; De Clercq et al., 2010): we assess whether
government policies consistently support the self-employed and SMEs. This is
measured on a five-point Likert-type scale, from -2 (totally disagree) to 2 (totally

agree).

Figure 4.23 Red tape for Belgian entrepreneurs
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As suggested by Figure 4.23, rules are considered as a burden rather than a source of
opportunity. This is especially true for entrepreneur-owners, who are significantly
different from the self-employed in this dimension. Moreover, this burden is associated
with less profit growth for SMEs and to less expected revenue growth for the self-

employed.

Interestingly, the self-employed and entrepreneur-owners significantly differ in terms of
rules adequacy. Indeed, the self-employed are less concerned by red tape than

entrepreneurs, but at the same time they also consider that existing regulations are less
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adequate for their self-employed businesses. By contrast, entrepreneurs acknowledge

the adequacy of regulations, but suffer from their amplitude.

Beyond the type of respondent, we find significant differences for gender and location.
First, rules are viewed as less of a burden by women. Additionally, the service industry
as a whole suffers less than other sectors from red tape (burden) and is less constrained
by international market regulations. We note that, regionally, entrepreneurs located in
Flanders indicate that they suffer more than entrepreneurs in Wallonia from

international regulations.

4.8 Conclusion

In this chapter, we presented an overview of the variables measured by the SMESESAP
surveys, and examined correlations, particularly but not exclusively with performance
indicators. Two limitations apply. First, a correlation is an empirical relationship
between two variables. It only suggests that the two variables of interest often occur
together. However, it does not signify a causal relationship between those variables.
Causal links are examined and discussed in the next chapters, to the extent possible, by
focusing on the specific variables and their impact on performance. Please note that,
when only one survey wave is used, we can never claim to offer causal insights given the
cross-sectional nature of our data. Second, correlations show a general link between two
variables while the link remains context specific. For instance, we find that the HEXACO
personality traits are uncorrelated to performance, but do not take into account context-

specific aspects.

In what follows, we examine more complex models and relationships between variables.
More specifically, Chapter 5 on European Union standardization policy suggests that size
and capabilities such as innovation and internationalization would allow for better
adaptation to European standards. Again, this finding is dependent upon specific
industries and regions. Chapter 6 on explicit and implicit motives highlights how
different types of motivation interact when entrepreneurs and the self-employed set
goals for their respective ventures. Chapter 7 on effectuation and causation strategy

demonstrates that the interaction between causal and effectual logic, as well as the
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positive impact on entrepreneurial orientation, are induced by the level of dynamism
within the business environment. Finally, Chapter 8 illustrates how personality traits,
the business context and strategic choices interact to drive performance. Here, we show
that depending on the context, a good “fit” between the business environment,
personality traits of the entrepreneur and strategy deployed at the firm level is related

to growth via job creation.
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Producing evidence
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Chapter 5

Environment

The perceived firm-level effect of European

standardization

5.1 Introduction

Technical standardization is a key pillar of the free common market program in the
European Union (Pelkmans, 1987). A large number of stakeholders, such as
manufacturers, consumers and policymakers, are involved in the formulation of
technical standards. Such standards provide technical specifications approved by a
recognized body or as agreed by economic stakeholders (European Commission, 2011,
p- 17). They include rules, guidelines and/or characteristics for a company’s activities or
outputs, allowing for uniformization across the different parties applying these
standards. The European Union (EU) implements EU-wide common standards to
harmonize the technical properties of goods and services throughout its member states

(see, e.g., European Committee, 2010; ETSI, 2013).

Since the establishment of CEN in 1961 (Comité Européen de Normalisation /European
Committee for Standardization), European standards have been unified to form a single
European market. Standardization is key in promoting domestic and international trade,
labor mobility and economic growth across the EU (Blind et al., 2011; Blind, 2001;
European Commission, 2012; Gandal & Shy, 2001; Miotti, 2009). Notably, Notaro (2011)

suggests that standards can lift technical mobility barriers. Indeed, one of the goals of

17 Some of the research material presented in this chapter refers to a working paper of the SMESESAP
team:

Ramdani, D., van Witteloostuijn, A., Vanderstraeten, ., Hermans J., & Dejardin, M. (2014), The EU
standardization: An exploration according to firm size and firm capabilities, Working paper, Antwerp:
University of Antwerp.
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standardization is to facilitate mobility of goods as well as labor across European
countries. Accordingly, standards are expected to promote labor mobility within the
countries that participate in the standardization programs by lowering the cost of

uncertainty associated with assessing the quality of the labor.

Good coordination and unifying standards within the EU are expected to result in the
enhancement of network externalities and economies of scale because a “level playing
field” is guaranteed, which means that all firms are subject to the same laws and
regulations (den Butter and Hudson, 2009). However, complying with the same laws
and regulations does not imply that all firms have the same opportunities to succeed.
For example, smaller ventures might experience difficulties in surviving within markets
where larger competitors are able to spend more resources on lobbying for
standardization rules that fit with their own capabilities. In such cases, standardization
might be pursued as a strategy to prey on smaller firms, forcing the latter to compete at
a higher cost (Salop & Scheffman, 1983). Indeed, in the European Union, where the
dominant policymaking style is regulation (Jachtenfuchs, 2001; Majone, 2000) and
where the role of private actors in international business regulation is institutionalized
(Wigger & Nolke, 2007: 487), larger enterprises have larger incentives (i.e., a larger
vested interest) and more means to develop such corporate lobbying strategies (Hood &
Young, 1987). Besides smaller ventures, other types of firms might also experience
difficulties in adequately addressing public policies such as EU standards (Shaffer &
Hillman, 2000). For instance, firms lacking the necessary absorptive capacity (Zahra &
George, 2002; Cohen & Levinthal, 1990) to adopt new or alternative technologies might
have a harder time adapting to EU standardization. In contrast, enterprises with an
international workforce, export experience or innovation capabilities may well be better
equipped to adapt to standardization because of built-up experience and flexible

organizational cultures (Radosevic, 2004).

Although micro-level effects of standardization are of interest in order to understand

which types of firms are positively impacted by EU standardization and which are not,
micro-level studies are scarce. By far the majority of studies focus on the macro-level
impact at the European level, and to a lesser extent at the national level (Knill &

Lehmkuhl, 2012). The current study complements this literature by examining business
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leaders’ opinions as to the perceived firm-level impact of EU standardization. We
explore a number of firm-level factors that might determine the relative benefit or cost
of complying with EU vis-a-vis national standards. Specifically, we focus on firm size and
firm capabilities, particularly innovation performance, export experience and
international workforce. To this end, we employ data from the Observatory of European
Small and Medium Sized Enterprises (SMEs) 2006/7 survey, in which responses from
more than 17,000 firms in 30 European countries are reported. With these data, we can
identify the self-perceived differential effect of standardization across industries and
regions (i.e., Anglo-Saxon, Continental European, Eastern European, Mediterranean and
Scandinavian/Nordic countries). To the best of our knowledge, this has not yet been

investigated.

With our study, we offer three contributions. First, as far as we know, ours is the first
study that examines the perceived impact of EU standardization at the firm level,
focusing on the moderating effect of firm size and firm capabilities, to explore the extent
to which these factors facilitate enterprises to benefit from EU standardization. Second,
our data cover a wide variety of sectors in a large set of European countries, which
offers the opportunity to explore whether effects differ across geographic and industry
sub-groups. Third, because we employ business leaders’ opinions to examine the
perceived firm-level performance impact of standardization, we are able to break away

from the commonly used objective but aggregate quantitative measures.

The focus on business leaders’ opinions is appropriate because business leaders have
experience in, and knowledge of, the implementation of standardization: Their cognitive
judgments provide valuable information concerning the likely firm-level impact of
standardization. Standardization is a multifaceted phenomenon, and its effects are often
related to a wide variety of organizational aspects, such as strategy implementation and
technological progress. Precisely evaluating the firm-level impact of such standards is
therefore difficult. This is why den Butter and Hudson (2009) suggest distinguishing
between external and internal compliance costs. The external compliance burden
derives from transaction costs that originate from government regulation. The internal
compliance burden comes from costs that a company would have faced during the

process of internationalization. Such a distinction “has, to some extent, an arbitrary
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character and requires a good insight into the management of the firm” (den Butter and
Hudson, 2009, p.146). This is why, we believe, our focus on the perceived firm-level

impact of EU standardization adds to the current state of the art.

In the context of the larger research endeavour central to this book, this chapter reports
the results from a study with a secondary database. With these data, we can do a broad
cross-country comparative study, with a set of countries much larger than SMESAP’s
Belgium, the Netherlands (Brainport region), and the UK (Kent). The focus is on the
effect of EU standardization on entrepreneurial behaviour, across class sizes, industries
and countries. In the context of this book, a central question is: is the effect of European
standardization different for smaller enterprises — and if so, what is then the direction of
this differential effect. Or, in other words, do SMEs, in absolute and relative (i.e., vis-a-vis
larger enterprises) terms, benefit from EU standardization, or are they put at a further

competitive disadvantage?

5.2 Theoretical framework and hypothesis development
5.2.1 Firm size

There are three types of standardization (David, 1987): reference (e.g., measures for
weight, height or size, and other dimensions of material measurements), minimal
admissible attributes (e.g., product quality and safety levels), and product compatibility
standardization. Reference standardization is already well established within the EU,
forming the basis for minimal admissible attributes and product compatibility
standardization. Studying reference standardization is therefore of limited interest
because consensus has been reached that such standards are unlikely to have much
impact on firm functioning. In contrast, admissible attributes and product compatibility
standardization are both expected to highly influence the way enterprises operate.

Therefore, in what follows, we focus on these two standardization types.

Minimal admissible attributes standardization aims to protect consumers from
dysfunctional or unsafe products. Jones and Hudson (1996) argue that this type of
standardization reduces consumer searching costs by lowering the uncertainty

associated with assessing product quality. Through such standardization, the variation
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of product quality decreases and minimum quality standards are reached. However, the
impact on total welfare is ambiguous. At the macro level, negative consequences for
welfare include the decrease of variety available in the marketplace when firms that do
not comply with the set standard are forced out of the market (Farrell & Saloner, 1986).
At the firm level, firms originally producing lower quality products are obliged to make
investments, often (very) large, in order to meet the minimal admissible attributes
standards. This oftentimes turns out to be very costly, especially for small enterprises.
The effect of admissible attributes standards on average production costs is thus higher
for smaller firms because of economies of scale disadvantages. Contrary to small
ventures, large enterprises are able to ascribe the additional standardization adoption
costs to large production volumes. Thus, we expect that large firms benefit more from
admissible attributes standardization than their small competitors - a clear con for

SMEs.

Product compatibility standardization aims to stimulate competition and integration
within a common market. Product compatibility is useful because consumers can enjoy
network externalities (or demand-side scale advantages) as the number of consumers
increases (Shy, 2011; Katz & Shapiro, 1985; Farrell & Saloner, 1985). Likewise, product
compatibilities can be beneficial for the firm. Matutes and Regibeau (1988) suggest that
the amplitude of a firm'’s incentives to pursue product compatibilities mainly depends
upon the difference between the adoption cost to produce the compatible products, on
the one hand, and the capacity of the firm to secure market opportunities and thus profit
from selling compatible products, on the other hand. Producing compatible products (or
complying with a newly-set standard) implies costs for the firm - i.e., investments in
machinery, technology and /or production processes, and / or costs of organizational
restructuring (involving, e.g., hiring new human capital). If the cost of standardization is
smaller than the expected profit increase, compatibility is beneficial for the firm; if the
cost of producing compatible products is higher than the expected profit increase,

compatibility is undesirable, and is unlikely to be achieved (Antonelli, 1994).

Similar to the case of minimal admissible attributes standardization, we expect that
compliance cost for compatibility standardization (that is, investments for producing

compatible products) can affect firms differently, dependent upon the firm’s size. For
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example, large enterprises might benefit from economies of scale, and therefore are less
affected by internal compliance costs in comparison to small enterprises. Since
production volumes of large firms are higher than those of their smaller counterparts,
the average additional (overhead) cost per unit will be lower for larger ventures. Indeed,
Dobrev and Carroll (2003) list several mechanisms that enable large firms to generate
efficiency gains: for example, equipment and labor specialization, subsequent
experiential learning, low per unit overhead costs, and savings from operational and
capacity expansions. Again, this type of standardization can thus be argued to be

disadvantageous for SMEs.

Additionally, we expect that large enterprises might be better equipped to engage in
lobbying activities than their small counterparts. Because of relatively high bargaining
power, large enterprises may be able to influence the standardization process for
compliance up-front (Gehring & Kerler, 2008; Farrell & Saloner, 1985). In this way, they
can lobby for compatibility with their existing production processes, which will lower
their own compliance costs. Thus, large firms may be better positioned than their small
counterparts to ensure that the standards are beneficial for them (i.e., protecting their
vested interests). Moreover, they can use the new standard as a strategy to predate
fringe firms by forcing rivals to compete at a higher cost (Salop & Scheffman, 1983). In
such cases, standardization is very likely to become detrimental for small firms, forcing

them to sell products at a higher price.

Finally, large companies might be better equipped to adapt to EU standards than their
small counterparts. Large firms usually have deeper financial pockets and more
technological resources. They enjoy scale advantages and have a wider activity portfolio
(Nooteboom et al., 2007). This allows them to more easily find a fit with newly-set
standards where such standards can offer new market opportunities. In addition, large
enterprises face fewer capacity constraints than small ventures in gaining benefits from
the market size expansion that often results from EU standardization efforts. Given that
average additional costs and capacity constraints are lower for a large firm, we argue

that larger companies gain more from EU standardization.

Hypothesis 1 (H1): The perceived benefit from EU standardization is positively

associated with firm size.
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5.2.2 Firm capabilities

As explained above, standardization creates product compatibility and market
integration, which together result in new opportunities for firms that want to expand
their market coverage. Moreover, such integrated markets are often more competitive
after standardization programs are implemented. Interestingly, only companies with
sufficient capabilities to realize these opportunities are able to thrive in highly
competitive markets with ample market opportunities. In what follows, we list a number
of firm characteristics that might influence such capabilities. This implies that we
identify features that may explain why some SMEs benefit more from EU
standardization than others. In a nutshell, as will become clear below, the bottom line is
that it may be expected that ambitious SMEs are more likely to benefit from European

standardization than their non-ambitious counterparts.

First, we expect that innovative firms are able to reap greater benefits from
standardization than their non-innovative counterparts. Coad and Rao (2008) show that
innovation is of great importance for firm growth, indicating that innovative ventures
are better able to capture new market opportunities than their non-innovative
counterparts. In Schumpeter’s terminology, innovation can be a trigger of a process of
creative destruction. Innovation is a major source of firm growth by allowing companies
to optimally exploit their resources through new technology. This might explain why
firms active in the same market tend to differ considerably (Nelson, 1991). Such
differences in innovative capabilities are especially relevant in the European Union. The
European Commission has identified innovative capabilities as essential to withstand
competitive single market pressures (Radosevic, 2004). Moreover, innovative
capabilities can result in higher market opportunity exploitation and lower compliance
cost because of enhanced absorptive capacity (Cohen & Levinthal, 1990; Zahra & George,
2002), which is “a set of organizational routines and processes by which firms acquire,
assimilate, transform and exploit knowledge to produce a dynamic organizational

capability” (Zahra & George, 2002, p. 186).

Another firm characteristic that might impact the ability to benefit from standardization
relates to exporting activities. Standardization lowers international entry barriers

between countries, and promotes international trade volumes between countries
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involved in the standardization program (Blind, 2001). There are at least two important
reasons as to why exporting enterprises may gain more from EU standardization than
non-exporting firms (Burpitt & Rondinelli, 1998; Bernard & Wagner, 1997; Bonaccorsi,
1992). The first reason is that exporting companies have higher learning capabilities.
They are experienced in dealing with foreign markets, which makes them better
equipped to capture new business opportunities abroad. The second reason is that
exporting firms may well enjoy greater economies of scale advantages because they
often serve large markets. As a result, they tend to be more competitive than
domestically oriented ventures. Hence, standardization increases the exportability of

products, which, in turn, facilitates economies of scale (den Butter & Hudson, 2009).

A third and final firm characteristic that may positively affect the benefit from
standardization is the employment of foreign labor, either as a result of strategic choice
or because of foreign ownership of the firm. Having access to human capital from
different countries can play a key role in exploiting opportunities from the single market
(Archibugi & Coco, 2005). By employing a workforce already accustomed to the newly-
set standards, the company may reduce compliance cost. This is particularly relevant
when EU standards differ from national regulations, implying that in-depth insights into
these differences are necessary. Thus, we expect that employing foreign labor enhances
the ability of an employer to cope with EU standardization, especially if these new

standards differ greatly from their prior national counterparts.

Hypothesis 2 (H2): The perceived benefit from EU standardization is larger for (a)

innovative, (b) exporting, and (c) foreign labor-employing enterprises.

5.3 Data and measures

We utilize a dataset from the Observatory of European Small and Medium Sized
Enterprises 2006/7 (OE-SME), which is a survey that was carried out between
November and December 2006 across the then 27 Member States of the European
Union, plus Norway, Iceland, and Turkey. The main purpose of the survey was to collect

information about general firm characteristics, business constraint perceptions, issues
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of competition, human resource bottlenecks, internationalization, and innovation. The
respondents of the survey were business leaders responsible for strategic decision-
making, most being general managers, owners or financial directors. A total of 17,283
enterprises were interviewed, of which 16,339 are SMEs. The sample is drawn from all
firms active in the countries surveyed, in all industries, through a stratified random
sampling technique—the sample is selected randomly based on each country’s

distribution across industry and firm size (number of employees) categories.

The dependent variable of our study is the declarative assessment of the business leader
concerning the benefits of standardization in Europe. Our dependent variable (coined
perceived standardization benefit) is the following survey item: "Nowadays, technical
standards and certain regulations are often decided at the EU level to avoid trade
barriers. Do you see any benefit for your enterprise that EU standards replace national

regulations, or not?” The possible answers to this question are "No", "It depends" and

"Yes", which we coded as -1, 0 and +1, respectively.

The independent variables are (i) firm size, (ii) innovation turnover, (iii) export share
and (iv) employing foreign labor. Firm size is defined as the established classification of
the firm category as used by the European Commission: i.e., micro-sized firm for
enterprises that have 9 or fewer employees, small-sized firm for 10-49 employees,
medium-sized firm for 50-249 employees, and large-sized firm for more than 250
employees. For innovation turnover, we use the following survey item: “Could you
please estimate the percentage of turnover (annual sales) coming from new or
significantly improved products or services in the last two years”. The answer to this
question ranges between 0 and 100 per cent. Export share is defined as the share of
export compared to the firm's total sales in 2005. For foreign labor, we calculate the
firm’s share of employees coming from other countries compared to the venture’s total

number of employees.

Furthermore, we include firm growth as a control variable in order to avoid omitted
variable bias issues. In this way, we seek to control for potential biases in the self-
evaluation of the business leaders, isolating the latter from the effect of their firms’
growth in the previous years. Firm growth is defined as the increase in the ventures’

number of employees from 2005 to 2006 divided by their number of employees in 2005.
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In addition, we add industry and country dummy variables to control for unobserved

heterogeneity at the level of both industries and countries.

5.4 Empirical findings and discussion

Table 5.1 provides descriptive statistics and bivariate correlation coefficients. Our final
sample consists of 14,964 firms: 9,525 (63.70 %) micro, 2,807 (18.80 %) small, 2,130
(14.20%) medium, and 502 (3.40 %) large-sized enterprises. The average sample size
per country is 499 firms, with the smallest sample (254 ventures) in Luxemburg and the
largest (888 companies) in Romania. Regarding the response of business leaders to the
question of whether or not EU standardization benefits their enterprise, compared to
prior national regulations, the total number of respondents is 13,612, with those
answering "Yes" representing 34.3, "It depends” 10.4, and "No" 46.3 per cent. Our
empirical results per industry are provided in Table 5.2 and in Table 5.3 per country
region - i.e., Continental European, Eastern European, Scandinavian, Mediterranean and
Anglo-Saxon countries. Note that due to the nature of our dependent variable as an
ordinal scale, we ran ordered logistic regressions to estimate our empirical model

specifications.

The regression results, after controlling for country and industry-level heterogeneity, in
the baseline model reveal that the perceived benefits of standardization are smaller for
smaller ventures, as expected per Hypothesis 1. The regression coefficient for medium-
sized firm is -0.365 (z < 0.05), for small-sized firm -0.640 (z < 0.01) and for micro-sized
firm -0.648 (z < 0.01), with large-sized firm serving as the benchmark category. This
result gives clear initial evidence supporting Hypothesis 1. Note that the smaller
perceived benefits for small firms are not an indication that small ventures always
accrue negative or positive (absolute) benefits, as our coefficients reflect the relative
effect vis-a-vis the benchmark category of large enterprises. It may, for example, be the

case that small firms perceive negative benefits and large companies positive gains.

Looking at the effect of EU standardization for different industries reveals differences

across industries (see Table 5.2). Interestingly, we find that firm size does not matter in

118



the hotel & restaurant, transportation, storage & communication, or financial
intermediaries industries: None of the firm size dummy variables in these industries are
statistically significant. Furthermore, the firm size dummy variables slightly matter for
manufacturing (micro-sized firm: -0.470, with z < 0.10), real estate, renting & business
activities (small-sized firm: -0.801, with z < 0.10), and health & social works (micro-
sized firm: -1.370, with z < 0.10) industries. Similarly, the firm size dummy variables are
significant for the wholesale & retail industry (small-sized firm: -0.699, with z < 0.10;
and micro-sized firm: -0.837, with z < 0.05). Moreover, all firm size dummy variables
are statistically significant for construction, wholesale & retail (-1.256, with z < 0.05, for
micro-sized firm; -1.581, with z < 0.05, for small-sized firm; and -0.821, with z < 0.10,
for medium-sized firm), and other communication, social and public services (-1.624,
with z < 0.01, for micro-sized firm; -1.827, with z < 0.01, for small-sized firm; and -

2.325, with z < 0.01, for medium-sized firm) industries.

Recall that our argument as to why large enterprises are more likely to benefit from EU
standardization than their smaller counterparts is threefold: economies of scales in
dealing with the compliance cost, better market opportunities from the single market
that are related to their large portfolio of activities, and superior lobbying resources to
shape the standard upfront. This logic largely applies to industries such as construction,
wholesale & retailing, and other communication, social and public services. However,
these mechanisms are not so likely to be at work in the hotel & restaurant,
transportation, storage & communication, and financial intermediaries industries. To

explain this, we suggest yet another mechanism, related to industry maturity.

Specifically, regarding the finding that the effect of the firm size dummy variables is
significant in some industries but not in others, we suggest that this might be explained
by the technology lifecycle argument. Industries differ in terms of their maturity and,
related to that, their harmonization level, which may be independent of EU
standardization efforts. Indeed, in many industries, standardization emerges over time
as technology moves toward maturity. This “natural” process often materializes without
public intervention. Technological maturity implies that the technology has reached
pervasive diffusion, its characteristics being well-known by stakeholders (Nieto et al.,

1998). Note that technological maturity does not mean that further progress is absent,
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but rather that new technology is developed on the basis of common platforms that have
been approved by all key stakeholders. At this stage, the technology is widely dispersed
(Beise, 2004); all stakeholders have accumulated experience and knowledge as to what

can and cannot be achieved with this technology.

Accordingly, in such mature industries, stakeholders can potentially benefit from
network effects (Griibler et al., 1999; Egyedi & Sherif, 2008). Stakeholders therefore
have an incentive to negotiate about how to resolve difficulties related to technical
bottlenecks by harmonizing products via standardization, from which they all gain
equally through common network effects. A clear example of an industry experiencing
global harmonization of a mature technology is that of financial intermediaries. This
industry is fully compatible as a result of a series of standardizations introduced to
facilitate banking transactions of customers between banks within and across countries
(see, e.g., Batiz-Lazo & Wood, 2002). In this case, the internal need for harmonization
precedes the external EU standardization efforts. Accordingly, compliance costs to EU
standards are lower for both large and small ventures, as all firms already operate under
global standards. This can explain the absence of a significant firm size effect in those

mature industries.

Moreover, our results in Table 5.3 indicate that the effect of firm size varies across all
European countries. We find that firm size dummy variables do not matter at all in
affecting the perceived benefit of standardization in Continental European and
Scandinavian countries, and have little influence for micro-sized firm (-1.19, with z <
0.05) in Anglo-Saxon countries. In contrast, the impact of firm size is significantly
negative in Eastern European and Mediterranean countries: the coefficient is -0.564 (z <
0.05) for medium-sized firm, -0.850 (z < 001) for small-sized firm and -0.633 (z < 0.01)
for micro-sized firm in Eastern European countries, and -0.636 (z < 0.05) for medium-
sized firm, -1.102 (z < 0.01) for small-sized firm and -0.795 (z < 0.05) for micro-sized
firm in Mediterranean countries. This set of findings suggests that small enterprises are
less likely to gain benefits from standardization than their larger counterparts in Eastern
European and Mediterranean countries. Apparently, EU standardization is more likely to
be experienced as a struggle by small firms in countries from these areas of Europe. Next

to economies of scale disadvantages, small firm ventures in Eastern and Mediterranean
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countries may be less well developed than what is implied by European standards. If this
is the case, then the adoption costs are very large for (especially smaller) firms in these
countries, compared to their counterparts in Continental European, Scandinavian or
Anglo-Saxon countries. Likewise, in Continental European and Scandinavian countries,
where earlier national standards were close to the newly-set EU standards anyway,
implying that compliance costs are low for both large and small companies, as these
already operate within expected standards. This might explain the absence of a

significant effect in these regions of Europe. In all, Hypothesis 1 is partly confirmed.

For Hypothesis 2, we find strong evidence supporting the argument that innovative,
exporting and foreign labor-employing firms are more likely to benefit from EU
standardization than their non-innovative, non-exporting and non-foreign labour-
employing counterparts, respectively. Indeed, the general model including all
observations reveals that innovation turnover (0.008, with z < 0.01), export share (0.008
with z < 0.01) and foreign labor (0.009 with z < 0.01) are all significantly and positively
associated with perceived standardization benefit. The result for each industry is almost
parallel to the general model, with the exception of a few industries (see Table 5.2).
Furthermore, we find similar results as to the effect of the innovation turnover, export
share and foreign labor variables for the countries in the different regions (see Table
5.3). Our evidence suggests that enterprises having such technological, experience and
learning capabilities are more likely to perceive benefits from EU standardization, which

provides support for Hypothesis 2.
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Table 5.1 Descriptive statistics and bivariate correlations

# Variable Mean S.D. Min Max 1 2 3 4 5 6 7 8
1 Perceived -0.13 093 -1.00 1.00
Standardization Benefit

2 Large-Sized Firm 0.03 0.18 0.00 1.00 0.06

3 Medium-Sized Firm 0.14 0.35 0.00 1.00 0.05 -0.08

4 Small-Sized Firm 0.19 0.39 0.00 1.00 -0.03 -0.10 -0.22

5 Micro-Sized Firm 0.64 0.48 0.00 1.00 -0.04 -0.24 -0.54 -0.62

6 Innovation Turnover 13.16 21.21 0.00 100.00 0.11 0.00 0.00 0.00 -0.01

7 Export Share 519 17.89 0.00 100.00 011 012 0.17 0.02 -0.19 0.10

8 Foreign Labour 298 1194 0.00 100.00 0.03 000 0.01 0.05 -0.05 -0.02 0.05

9 Firm Growth 0.10 1.31 -0.99 64.00 0.02 -0.01 -0.01 -0.02 0.03 0.04 0.00 0.02
S.D. = Standard deviation; Min = Minimum value; and Max = Maximum Value.
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Table 5.2 Ordered logistic regression results per industry

. . Wholesale & Hotel & Trans, storage &
All Manufacturing Construction .
retail restaurant comm
Coef. z Coef. z Coef. z Coef. z Coef. z Coef. z

Variables of
interest
Firm size
* Medium-sized -0.365** -2.55 -0.098 -0.38 -0.821* -1.89 -0.430 -1.09 0.681 1.03 0.384 0.80
* Small-sized -0.640*** -4.52 -0.111 -0.42 -1.581** -3.70 -0.699* -1.81 -0.073 -0.12 -0.327 -0.67
* Micro-sized -0.648*** -4.78 -0.470* -1.77 -1.256* -3.06 -0.837** -2.24 -0.107 -0.18 -0.168 -0.38
Innovation turnover  0.008*** 6.68  0.005** 196  0.009** 2.27  0.0171%*** 416 -0.004 -0.70 0.019*** 3.45
Export share 0.008*** 6.32 0.008*** 3.61 0.011* 1.70  0.009*** 3.14 0.026* 1.93 0.007* 1.65
Foreign labor 0.009*** 3.27 0.013* 1.74 0.006 1.02  0.015** 2.16  0.014** 2.12 0.007 0.60
Control variables
Firm growth 0.018 0.87 -0.033 -0.43 0.421%* 2.56 -0.095 -1.22 0.090 0.55 0.004 0.12
Country dummy Yes Yes Yes Yes Yes Yes
Sector dummy Yes - - - - -
Log likelihood -6241 -1155 -874 -1357 -437 -408
# of obs 6893 1279 988 1507 544 454
LR Chiz 814.16 174 184 172 103 76
Prob > Chiz 0.00 0.00 0.00 0.00 0.00 0.00
Pseudo R? 0.06 0.07 0.09 0.06 0.11 0.09

*p<.1; ¥ p<.05;***p <.01 (two-tailed test); Coef.= regression coefficient; and z = z-value.
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Table 5.2 Ordered logistic regression results per industry (continued)

Financial int.

Real est., rent & buss

Health & soc works

Other comm, soc &

activ. pers. serv

Coef. z Coef. z Coef. z Coef. z
Variables of
interest
Firm size
* Medium-sized 0.117 0.18 -0.605 -1.44 -1.147 -1.49 -2.325*%% 272
* Small-sized -1.007 -1.48 -0.801* -1.94 -1.327 -1.62 -1.827** -2.15
* Micro-sized -0.571 -0.99 -0.504 -1.30 -1.370* -1.91 -1.624* -2.08
Innovation turnover 0.007 1.12 0.008*** 3.12 0.153** 2.32 0.009 1.31
Export share 0.005 0.60 0.015%** 3.32 -0.007 -0.63 0.022* 1.96
Foreign labor -0.010 -0.59 0.003 0.39 -0.001 -0.08 0.041** 2.03
Control variables
Firm growth 0.050 0.22 0.112 0.97 0.195 0.67 0.045 0.58
Country dummy Yes Yes Yes Yes
Sector dummy - - - -
Log likelihood -322 -944 -309 -245
# of obs 387 1064 350 320
LR Chi? 89 171 78 93
Prob > Chi2 0.00 0.00 0.00 0.00
Pseudo R2 0.12 0.08 0.11 0.16

*p<.1;*p<.05;**p <.01 (two-tailed test); Coef.= regression coefficient; and z = z-value.
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Table 5.3 Ordered logistic regression results per country group

Continental

European Eastern European Scandinavian Mediterranean Anglo-Saxon

Coef. z Coef. z Coef. z Coef. z Coef. z
Variables of interest
Firm size
* Medium-sized 0.017 0.05 -0.564** -2.45 0.267 0.71 -0.636*** -2.11 -0.63 -0.97
* Small-sized 0.025 0.07 -0.850*** -3.69 -0.049 -0.13 -1.102%* 3.73 0.81 -1.26
* Micro-sized -0.320 -0.99 -0.633*** -2.86 -0.241 -0.67 -0.795*** -2.83 -1.19** -1.97
Innovation turnover 0.008** 2.18 0.010*** 5.53 0.152%** 4.38 0.005** 2.26 0.01* 1.71
Export share 0.147%** 4.35 0.007*** 3.61 0.012%** 3.44 0.005 1.58 0.02%* 2.30
Foreign labor 0.0 1%** 3.62 0.015 1.21 -0.011* -1.65 0.010* 1.77 0.02%** 2.64
Control variables
Firm growth 0.125 0.93 0.021 0.62 0.001 0.01 0.085 1.12 0.14 0.26
Sector dummy Yes Yes Yes Yes Yes
Log likelihood -1036 -2261 -814 -1597 -213
# of obs 1248 2334 916 1620 343
LR Chi2 83.84 91.69 86.00 41.22 35.70
Prob>Chi?2 0.00 0.00 0.00 0.00 0.00
Pseudo R? 0.04 0.02 0.05 0.01 0.08

*p<.1;*p<.05; ***p <.01 (two-tailed test); Coef. = regression coefficient; and z = z-value. We classify the countries except Turkey
as follows: Anglo-Saxon (Ireland and UK), Continental European (Belgium, Germany, France, Luxemburg, Netherlands and Austria),

Eastern European (Czech Republic., Estonia, Latvia, Lithuania, Hungary, Poland, Slovenia, Slovakia, Bulgaria and Romania),
Mediterranean (Greece, Spain, Italy, Portugal, Cyprus and Malta), and Scandinavian/Nordic (Denmark, Finland, Sweden, Norway and

Iceland).
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5.5 Conclusion and policy implications

Gaining more insight into the impact of standardization is important as EU regulations
experience what is sometimes referred to as a “deficit of credibility” (Majone, 2000;
Gehring & Kerler, 2008). Indeed, trust in a newly-set standard should enhance economic
and welfare development as European enterprises then benefit from both
standardization and reduced market failures (den Butter & Hudson, 2009). In contrast, a
lack of legitimacy jeopardizes the overall integration goal behind the standardization
process. Particularly, the danger is that the “harmonization of policies can be harmful
when local economies are diverging too much” (Jamet, 2011, p. 563). By controlling for
industry and region, our firm-level study provides quantitative evidence about firm size
classes and capabilities that facilitate EU standard compliance throughout the common
market territory. The current study shows that EU standardization is not perceived as
being persistently and equally beneficial by all enterprises in all industries across all
European countries. This contradicts the widespread belief that standardization is
always beneficial (e.g., European Commission, 2012) and, as such, widely accepted in the
business world. Especially, we find that ventures of micro-small-medium size are less
likely to perceive benefits from EU standardization than their larger counterparts,
particularly in the construction, wholesale & retail, and other communication, social and
personal services industries, and in Eastern European and Mediterranean countries.
Additionally, we find that innovative, exporting and foreign labor-employing companies
are more likely to perceive benefits from standardization than their non-innovative,

non-exporting and non-foreign labor-employing counterparts.

Of course, our study is not without limitations, pointing to promising avenues for future
research. Here, we would like to emphasize three such avenues. First, our study is about
the relative and perceived impact of EU standardization. Due to the nature of our survey
data, we could not conclude anything as to the absolute and actual benefits of EU
standardization for specific types of firms and/or certain regions within Europe. Second,
and likewise, our data cannot distinguish between the impact of different types of
standardization, although the standardization effect may well differ across such types
(e.g., Frakes, 2013; Dawes, 1999; Leukel, 2004). For instance, minimal admissible

attributes standardization may especially impact lagging enterprises from Eastern
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Europe, which may not be the case for product compatibility standardization, ceteris
paribus. Finally, as standards continuously evolve and are rendered obsolete by
competing technology (Kasemir et al., 2000), further research might focus on the

dynamic aspect of the impact of standardization.

Overall, our findings provide additional insights regarding the impact of standardization,
suggesting that standardization is not only a cost or an institutional constraint, but also
opens a set of opportunities for leveraging a firm’s capabilities (Oliver & Holzinger,
2008), such as those associated with innovation and internationalization, in the larger
(integrated) European market. As a mirror image of this finding, we must conclude that
all enterprises do not similarly consider the EU standardization as a bonus. Particularly,
our finding that the perceived benefit of standardization is not equally distributed
across firms, industries and countries is of interest for the stakeholders in the EU’s
standardization processes — namely, national governments, business associations and
the European Commission. Key would be that in order to accelerate the standardization
program and its integration objective, smaller ventures, particularly from Eastern
European and Mediterranean countries, develop the capabilities required to reap the
benefits from EU standardization. Rather than untargeted subsidies, it can be suggested
the use of policy instruments that are tailored toward supporting the identified
capabilities: innovation performance, export experience and international workforce.
Overall, our finding suggests that SMEs are particularly vulnerable, specifically those

that are not ambitious by being non-innovative and non-internationally oriented.
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Chapter 6

Entrepreneur

Entrepreneurial motives and social responsibility:s

6.1 Introduction

The world seems to be engaged in a quest for a renewed form of capitalism (Porter &
Kramer, 2011; Szmigin & Rutherford, 2013). Equating business with making money
ventures is argued to be unsustainable, from both an ethical and economic perspective
(Enderle, 2009), as making money does not automatically imply creating wealth for
society (Cohen et al,, 2008). Furthermore, shareholders are not the only legitimate
stakeholders that management have to consider (Pruzan, 2001), which further
undermines profit as the ultimate criterion for measuring organizational success.
Instead, Porter and Kramer (2011) recently argued that shared value creation could be a
new legitimate paradigm for measuring organizational success. In contrast with
traditional economic goals, shared value creation is aimed at the improvement of the
quality of life within society (Porter & Kramer, 2011): an economic model that creates

jobs, is innovative, and takes care of people and the environment.

Entrepreneurs have a huge responsibility in driving this renewal. Social entrepreneurs
are explicitly part of the movement (Austin et al., 2006), but they are not the only ones
involved. As suggested by Schumpeter (1934), entrepreneurs have a function as social
engineers (Zahra et al,, 2009). They are (co-)responsible for advancing social
development, particularly by creating something new and improved, notably through

innovation. Furthermore, they occupy a unique position in promoting shared values

18 Some of the research material presented in this chapter is from a working paper of the SMESESAP team:
Hermans, J., Slabbinck, H., Brassey, J., Dejardin, M., Vanderstraeten, J.,, Ramdani, D., & van Witteloostuijn, A.
(2014), Changing the world: entrepreneur’s motives and commitment in shared value creation. Working
paper, Antwerp / Namur: University of Antwerp / University of Namur.
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within their venture (Pruzan, 2001). However, balancing the goals of all stakeholders
while sustaining the economic viability of the firm is not an easy task (Surie & Ashley,
2008). The difficulties in creating shared value therefore calls for a thorough
examination of entrepreneurs’ motives because acquiring, processing and creating
shared value requires specific personal drivers or motivational needs that provide
entrepreneurs with the necessary energy to achieve those superordinate goals (Enderle,
2009, p. 291). In the literature, tentative answers circulate, pointing to the potential role
of the entrepreneurial spirit and in the “joy of finding” (Enderle, 2009), personal
fulfillment, need for achievement and helping society (Germak & Robinson, 2013) or,
simply put, the joy of changing the world, as proposed by Nobel Prize Laureate

Muhammad Yunus.

In this Chapter 6, we provide empirical evidence regarding the personal drivers of
entrepreneurs who engage in shared value creation. We build on the theory of human
motivation, as introduced extensively in Chapter 3, to explain why changing the world
can be a source of joy, and we highlight the elements that might promote or prevent
entrepreneurs from enjoying this endeavor. Specifically, we draw on McClelland’s theory
of human motivation, and consider three key motives: the needs for achievement, power
and affiliation. Furthermore, McClelland argues that two motivational systems co-exist:
implicit motives residing in the unconscious mind of the individual, and explicit motives
that individuals are aware of and can express consciously. As argued in Chapter 3, a
large body of empirical evidence in psychology shows that indeed implicit and explicit
motives are distinct constructs, with specific and combined effects on a wide range of

attitudes, behaviors and outcomes.

The main goal of the current study is to advance our understanding of shared value
creation by putting forward the entrepreneurs’ individual motives as important
antecedents of shared value creation (Porter & Kramer, 2011). In addition, we add to the
extant literature regarding human motivation by showing that implicit and explicit
motives are distinct constructs that have specific and combined effects on business goal-
setting (McClelland et al., 1989). Before introducing our design and presenting our
evidence, we first turn to the underlying theoretical logic. In advance, we would like to

emphasize that this chapter largely draws on insights introduced in Chapter 3, using
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similar theory, much of the same data, and the same sample of entrepreneurs, albeit now
applied to the issue of entrepreneurial social goals. However, to enhance this Chapter 6’s

stand-alone readability, we decided not to worry about repetitiveness.

6.2 Theoretical framework
6.2.1 Definition of human motives

Motives are human dispositions that impel people toward goal-directed actions (Brody
& Ehrlichman, 1997). They are capacities to experience specific types of incentives as
rewarding and others as aversive (Greenwald et al., 2003; Schultheiss et al., 2010).
Research on human motives can be traced back to the early 1950s, and focuses on three
main motives (McClelland, 1961; Schultheiss et al., 2010): the needs for achievement,

affiliation and power.

Individuals who score high on achievement have a recurrent preference for the
attainment of excellence, or competition with a standard of excellence (McClelland et al.,
1953). They enjoy mastering complicated tasks by themselves (McClelland & Burnham,
2003), seek excellence and obtain a positive feeling from doing things better than
before (Code & Langan-Fox, 2001). For that reason, a well-established argument is that
becoming an entrepreneur or achieving business success is driven by a strong need for
achievement (Collins et al., 2004; McClelland, 1961). People high in achievement set
goals that they deem ambitious, but feasible: not too easy, but not too difficult either
(Brody & Ehrlichman, 1997). For instance, Atkinson and Litwin (1960), as well as
Weiner (1992), found that people high in need for achievement have a greater
preference for tasks of intermediate difficulty or moderate levels of risk compared to

people low in need for achievement (Brody & Ehrlichman, 1997, pp. 196-197).

An important caveat to ‘doing things better’ is that this only pertains to the need for
achievement when the related action is initiated for the mere pleasure of executing and
mastering the task (Stam et al., 2012). Yet, when someone tries to do things better, in
order to get noticed, or for the sake of establishing, maintaining or restoring a romantic
relationship, the act would not reflect an achievement motive, but rather a power (to get

noticed) or affiliation (for the sake of a relationship) motive.
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The need for affiliation reflects the motive for establishing, maintaining, and restoring
warm affective ties with others (Brody & Ehrlichman, 1997; Winter, 1991). People high
in affiliation are generally very socially engaged. For example, they make more phone
calls, write more letters and pay more visits than people low in affiliation (Schiiler &
Brandstitter, 2013). Furthermore, research on interpersonal behavior and group
dynamics showed that individuals high in affiliation avoid interpersonal conflicts
(McClelland & Watson, 1973), and prefer feedback on how the group is getting along
rather than on how the group is performing (McClelland & Watson, 1973).

Finally, the need for power relates to a recurrent preference for having influence and/or
control over other people (Code & Langan-Fox, 2001). Individuals high in power enjoy
having an (emotional, physical or social) impact on others and the world in general
(Winter, 1991). In order to feed their need for power, people with a high need for power
seek to stand out publicly. They do so, for example, by engaging in risky behavior
(McClelland & Watson, 1973) or by accumulating prestigious possessions (Winter,
1973).

Motivational dispositions or needs are usually described with reference to variation in
dispositional strength and arousability (Code & Langan-Fox, 2001; Schultheiss et al.,
2010). For example, in an environment with affiliation-relevant stimuli, individuals high
in affiliation will have their need aroused more often and more strongly than individuals
low in affiliation. Motives may therefore be associated with three main functions
(McClelland, 1987). First, motives orient behaviors. For entrepreneurs, this means that
motives influence the way in which entrepreneurs perceive the world, including
business opportunities and the resources at their disposal to reap these opportunities.
In particular, business opportunities that echo the dominant motives of the
entrepreneur are more likely to be discovered. Second, motives select behaviors. They
influence the way in which entrepreneurs assess business opportunities, set goals and
select daily activities. Entrepreneurs are more likely to select projects with which they
can satisfy their motives. Finally, motives energize behaviors. They influence the time
and energy dedicated to the entrepreneurial project. Entrepreneurs channel energy
toward activities that bring pleasure, and they divert energy away from activities that

generate dissatisfaction.
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Following the above logic, our key argument is that shared value creation is more likely
to be set as a business goal, and acted upon within the entrepreneurial enterprise, when
this business model provides motivational satisfaction for the entrepreneur running the
venture. Consequently, value creation must deliver prestige to power-oriented
entrepreneurs, challenge to achievement-oriented entrepreneurs, and warm

connections to affiliation-oriented entrepreneurs.

6.2.2 Implicit and explicit motives

Over the past 70 years, research clearly shows that we have to distinguish two
motivational systems that differ in many aspects: implicit versus explicit motives or
needs (McClelland et al., 1989; Schultheiss et al., 2009). First, implicit needs are
unconscious drivers that influence an individual’s behavior outside her or his
consciousness, whereas explicit needs refer to the motives that individuals consciously
ascribe to themselves. Explicit or self-attributed motives relate to the way people see
themselves, being used to construct their self-concepts: Who they think they are and
what they think they want in life. Second, implicit motives are acquired during early
childhood on the basis of non-verbal affective experiences that do not require symbolic
conceptualizations (McClelland et al., 1989; Slabbinck et al., 2011). In contrast, the
development of explicit motives requires the linguistic conceptualization of what is
valuable or important at the cultural level (McClelland et al., 1989). Therefore, explicit
motives are formed later in life, and independently through verbally mediated learning

(Thrash et al., 2007).

Third, explicit and implicit motivational systems respond to different cues or
“incentives”: implicit needs are closely related to intrinsic incentives, while explicit
needs are aroused by extrinsic cues. On the one hand, non-verbal cues are crucial
(Schultheiss and Pang, 2007) for the arousal of implicit needs because of their pre-
verbal and affective nature. Implicit needs are aroused by factors intrinsic to a task
(Kehr, 2004b), referred to as “task incentives” (McClelland et al., 1989). People will be
attracted to a given task when the (execution of the) task intrinsically brings pleasure.
For example, people with a high implicit need for power will be drawn to tasks that

allow them to influence others or the world in general, whilst people with a high implicit
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need for achievement will be attracted to tasks that are intrinsically challenging - i.e.,

tasks that they personally deem ambitious, but still feasible.

On the other hand, explicit motivational systems are more likely to be aroused by factors
extrinsic to the activity (Kehr, 2004a), such as explicit social instructions and incentives
(McClelland et al., 1989). For instance, the most effective incentive for an entrepreneur
who is implicitly driven by power, are the intrinsic characteristics of the project:
Projects that allow an implicitly power-driven entrepreneur to influence people or the
world in general will provide greatest satisfaction. By contrast, an entrepreneur who is
explicitly power-oriented will be attracted to projects that are socially recognized as a
source of prestige even if those projects are not associated with the possibility to
influence others or the world. Actually, such an entrepreneur might avoid projects that
harm her or his reputation even if this means missing out on actually “changing the

world”.

A key insight from motivational psychology is that implicit and explicit motives differ in
their impact on behavior (Brunstein & Schmitt, 2004; Kehr, 2004a; McClelland et al.,
1989; Schultheiss et al., 2010; Schultheiss et al., 2009). Because implicit motives rely
upon affective experiences and operate unconsciously, they are more likely to predict
spontaneous behavior. Moreover, since implicit motives are relatively stable and
enduring, and provide the necessary energy for the execution of satisfying tasks, they
are also more likely to predict long-term behavioral trends. Given the conscious and
verbal nature of explicit motives, these are more likely to predict behavior that is the
subject to conscious thought and deliberation (Schultheiss, 2008). For example, only
individual differences in implicit motives can predict long-term career success
(McClelland et al., 1989), whereas differences in explicit motives reveal decision and
appraisal outcomes when people think through the topics carefully, such as task choice

and task enjoyment (e.g., Biernat, 1989).

Table 6.1 provides an overview of the differences between explicit and implicit motives.
In line with these large differences, over the past seventy years the literature suggests a
pervasive lack of substantial correlations between measures of implicit and explicit
motives, even if commensurable measures of implicit and explicit motives are used

(Schultheiss et al., 2009; Thrash et al., 2007). As a result, the scores related to an
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individual’s implicit system might be opposite to those regarding his or her explicit
motives, often to the surprise of the respondent (Nosek, 2005). Nonetheless, explicit and
implicit systems have important interactions, too (Brunstein & Maier, 2005). First,
explicit motives act as gatekeepers of the energy provided by the implicit system. As
expressed by McClelland et al. (1989, p. 693), an implicit need “gives a poor indication of
the area of life in which a person will strive to do better or be entrepreneurial. Self-
attributed motives, plans, and goals are needed to show the direction in which the [...]
motive will turn.” When explicit and implicit motives are congruent, implicit motives
provide the energy that is channeled by the aligned explicit motives and subsequent
goals (McClelland et al., 1989). In that case, people might experience flow (Kehr, 2004b).
By contrast, incongruent systems may trigger performance deficits, as well as physical
and emotional distress (Kehr, 2004b; Schultheiss et al., 2011). Motives incongruence can

therefore be considered as a hidden stress factor (Baumann et al., 2005).

6.2.3 Motives and (business) goal setting

Goals are mental representations of what the future could be, enabling individuals, and
hence entrepreneurs, not to give up (Carsrud & Brannback, 2011; Perwin, 2003). Goal-
setting mechanisms have gained attention in entrepreneurship research (Carsrud &
Brannback, 2011; Cohen et al., 2008), as well as in social psychology (Brunstein et al.,
1998; Hofer et al., 2010; Kehr, 2004b; Thrash & Elliot, 2002). Both literatures suggests
that human motives and goal-setting are closely related: Motives channel attention and
energy toward “goal-relevant” tasks and away from “goal-irrelevant” tasks (Cohen et al.,
2008). For Locke and Latham (2002), conscious goals are dominant, as these affect goal
setting and performance irrespective of the subconscious, especially for purposeful and
proactive people (Binswanger, 1991). They build on Bandura (1977) to claim that
individuals have the possibility to control their own lives through conscious thinking,
and to pull out from the subconscious what is in line with their explicit motives. This is
consistent with Brunstein et al. (1998), who suggest that explicit motives are more
closely related to the development of goals, being supported by sequential-analytical
operations such as thinking and planning (Baumann et al., 2005). However, Thrash and

Elliot (2002) and Hofer et al. (2010) demonstrate that implicit needs have an impact on
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goal setting, too, through processes of self-regulation. If the execution of a given goal

turns out to be congruent with implicit motives, the decision-maker will gain

satisfaction, and s/he will learn that s/he needs to update her or his conscious goals.

Table 6.1 Differences between implicit and explicit motivational systems

Implicit motives

Explicit motives

Locus of
operation

Acquisition

Arousal

Measurement

Behavioral
impact

Operate outside a person’s
consciousness (Slabbinck et al.,
2011)

Are associated with implicit
representations in extension
memory, an extended semantic
network operating according to
connectionist principles and
supported by intuitive- holistic
processes (Beeman et al., 1994 in
Baumann et al.,, 2005)

Acquired during early childhood
on the basis of non-verbal,
affective experience (McClelland
et al,, 1989; Slabbinck et al., 2011)

Non-verbal cues are crucial
(Schultheiss & Pang, 2007)
Aroused by factors intrinsic to a
task (Kehr, 2004b)

Requires latency-based
instruments

More likely to predict general
performance: success over time
(managerial success in
McClelland et al., 1989; political
success in Winter, 1991) and non-
declarative behavior

Impact on goal setting through
self-regulation (Koestner et al.,
1992; Thrash & Elliot, 2002)

Needs that people consciously
ascribe to themselves (Greenwald
etal., 1998)

Are explicit verbal representation
format of intention memory that is
supported by sequential-
analytical operations such as
thinking and planning (Baumann
etal., 2005)

Develop later and independently
through verbally mediated
learning (Thrash et al., 2007) as
they require the linguistic
conceptualization of what is
valuable or important at the
cultural level (McClelland et al.,
1989).

Aroused by factors extrinsic to
the activity (Kehr, 2004b), e.g.,
social incentives (McClelland et
al.,, 1989)

Through self-reported
questionnaires

More likely to predict immediate
and self-reported performance
(Brunstein & Schmitt, 2004) such
as task enjoyment and subjective
well-being (Slabbinck et al.,, 2011)
More closely related to the
development of goals (Kehr
2004b; Brunstein et al., 1998;
Baumann et al,, 2005)
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For Kehr (20044, b), the dominance of explicit motives does not negate a possible
influence of implicit motives. Specifically, he proposes that implicit motives affect goals
when two conditions are met: (1) the arousal of the implicit motive; and (2) the absence
of competing cognitive preferences. As suggested by Greenwald et al. (2005), social
behavior is often driven by implicit impulses, but their effects can be reduced if the
individual makes a conscious effort to control her or his behavior. This is especially true
for strategic thinking and goal setting, when entrepreneurs consciously reflect on the
future direction of their business. As a result, we may expect a conditional impact of
implicit motives on goal setting. That is, when extrinsic and intrinsic cues trigger similar
behavioral tendencies, explicit motives will amplify the impact of implicit motives on
goal setting (Kehr, 2004b; Thrash & Elliot, 2002). However, when extrinsic and intrinsic
cues trigger conflicting behaviors, the dominance of the explicit motives will suppress

implicit impulses (Kehr, 2004b; Locke & Latham, 2002).

6.3 A model of human motives and shared value creation

Building on Pruzan (2001), Enderle (2009), Cohen et al. (2008), as well as Porter and
Kramer (2011), we consider that traditional economic goals, such as profitability (Levie
& Autio, 2011), are not the only purpose of firms. Rather, we focus on the creation of
shared value and the commitment to social goals. This vision of entrepreneurs is aligned
with Schumpeter’s (1934) claim that, beyond profitability, entrepreneurs have a
function as social engineers who are responsible for advancing social development,
notably through innovation (Zahra et al., 2009). As such, we investigate which human
motives translate into a business model that creates jobs, is innovative and takes care of
the environment. In the previous section, we saw that both implicit and explicit motives
can have an effect on goal setting. Now, we consider their specific and combined effects
when entrepreneurs are setting goals inside their venture, especially goals related to the

creation of shared value.
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6.3.1 Achievement and shared value creation

The need for achievement has long been associated to entrepreneurial behavior. It has
been presented as a central “trait” of entrepreneurs, influencing the probability of being
an entrepreneur, as well as its subsequent performance (Collins et al., 2004). However,
McClelland’s theory of human motivation suffered greatly from the dismissal of the trait-
based research in entrepreneurship (Aldrich & Wiedenmeyer, 1993; Gartner, 1988).
Recently, calls for a renewal of motivational research were heard (Brandstatter, 2011;
Carsrud & Brannback, 2011), urging people not to look at entrepreneurial traits (who is
the entrepreneur), but rather at how entrepreneurial behavior and performance are
shaped by entrepreneurial motives (what does the entrepreneur do). We agree with
these authors, but we also think that changing the research questions might not be
enough. Indeed, entrepreneurship research tends to neglect the fundamental differences
between explicit and implicit needs (Johnson, 1990; Stam et al., 2012) both for the
measurement of motives and grounding of hypotheses. Yet, when examining the impact
of motives on entrepreneurial behaviors, researchers should fully acknowledge such

differences.

Because explicit motivations are aroused by extrinsic cues (Kehr, 2004a), such as social
incentives (McClelland et al., 1989), we first examine whether shared value creation is
socially recognized as a challenge. Indeed, entrepreneurs who are consciously
achievement-oriented will commit to shared value creation only if society presents this
as a challenge. In the way it is defined and advertised, shared value creation is a
challenge worthy of being raised (Hagglund & Samuelsson, 2009; Warburton, 1998) -
and hence as a way to address society’s challenges (Porter & Kramer, 2011). Very
recently, Germak and Robinson (2013) provided qualitative evidence linking the explicit
need for achievement and the commitment of entrepreneurs to shared value creation. In
an interview-based survey, they identified the need for achievement as a strong
motivation of nascent social entrepreneurs. In line with this finding, we expect explicit
achievement motivation to positively impact on the commitment to shared value

creation (H1a).

By contrast, implicit motives are aroused when performing the task and simply enjoying

what has to be done (Kehr, 2004b; Schultheiss & Pang, 2007). As a result, we examine
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whether shared value creation is intrinsically a source of challenge that entrepreneurs
will enjoy in their daily activities. If they feel pleasure when engaging in the creation of
shared value, they recognize the need to update their conscious goals and commit more
to social goals. However, the daily routine of shared value creation might not be as
rewarding as expected. First, achievement-driven entrepreneurs want concrete and
short-term feedback on their performance (McClelland & Burnham, 2003), which might
not be the case in business settings related to shared value creation. Second,
achievement-oriented entrepreneurs usually prefer meeting a challenge on their own
(McClelland & Burnham, 2003). However, entrepreneurs that are involved in shared
value creation have to reach out to other people and involve them in the project. Indeed,
entrepreneurs cannot perform all the tasks by themselves that are necessary when
engaging in shared value creation. Job creation, for instance, implies sharing the daily
challenge of the venture with others: entrepreneurs have to delegate and accept that
others will perform some of the activities that the entrepreneurs are accustomed to
carrying out alone before the venture’s growth. In Chapter 3, we provide evidence that
implicit need for achievement is a key driver of entrepreneurial success at the beginning
of the business, but hampers long-term business growth. We therefore expect a positive
effect of explicit need for achievement, but no effect of implicit need for achievement on

the commitment to shared value creation.

Hypothesis 1a (H1a): Higher explicit need for achievement is positively related to

the commitment to shared value creation.

Hypothesis 1b (H1b): Higher implicit need for achievement is not related to higher

commitment to shared value creation.

6.3.2 Affiliation and shared value creation

While the need for achievement has attracted a lot of attention within entrepreneurship
research, the need for affiliation remains relatively untapped. However, some arguments
lead us to expect a positive effect of explicit affiliation on the creation of shared value.
Indeed, the commitment to social and environmental goals has been associated with

emotional affect and a greater sense of responsibility towards other people (Keogh &
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Polonsky, 1998). Thus, shared value creation can be regarded as a strong extrinsic cue
for the explicit affiliation motive. Furthermore, people who engage in sustainable
development are deemed to be part of a social movement that favors connectedness
between people, social groups and nations worldwide (Rondinelli & Berry, 2000;
Warburton, 1998); they form a community that ignores borders. Hence, creating shared
value is a process full of intrinsic opportunities to satisfy the implicit affiliation motive.
In other words, shared value creation provides people high in affiliation with extrinsic
and intrinsic cues needed to arouse their motives. People with a high need for affiliation
will perceive, select and channel their attention to tasks that echo their need for
affiliation. Therefore, we expect that it will translate into a higher commitment to shared

value creation.

First, we expect that people explicitly driven by affiliation will emphasize the creation of
shared value in their business (H2a). Because explicit motives do not conflict with their
implicit counterparts, we also expect a positive impact of implicit need for affiliation on
the commitment to shared value creation. Finally, we expect an amplification of the
implicit effect (H2b) when people with congruent motives go through a flow experience

(Kehr, 2004b).

Hypothesis 2a (H2a): Higher explicit need for affiliation is positively related to the

commitment to shared value creation.

Hypothesis 2b (H2b): Higher implicit need for affiliation is positively related to the
commitment to shared value creation, especially if explicit need for affiliation is

high.

6.3.3 Power and shared value creation

As for the affiliation motivation, power has been neglected in the entrepreneurship
literature. However, McClelland and Burnham (2003) presented the power motivation
as a key driver in business settings. Power-oriented entrepreneurs might act as “heroes”
who exercise power on behalf of others in an altruistic manner (McClelland & Burnham,
2003). Moreover, power has been linked to leadership occupancy (Schuh et al., 2013).

Assuming that high-value generation of any kind in a business context - i.e., job creation
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or innovation - is associated with prestige (Pruzan, 2001), we expect that people with a
high power disposition will also emphasize these goals at the organizational level. A
strong power disposition might also be positively linked to innovativeness. For example,
Frischer (1993) shows that the innovative climate of a project is higher when power-
oriented managers empower their subordinates and provide them with a sense of
responsibility. Power-oriented people gain satisfaction from bringing changes to the
world and influencing the way people live every day. Because social goals and the
creation of shared value are about changing the world for the better, the creation of
shared value intrinsically provides incentives for people with a high implicit power

disposition.

However, social incentives in the environment might not support shared value creation
as a viable option for people who are consciously power-oriented. Indeed, it has been
argued that individuals might resist social change because of the negative stereotypes
that are associated with activists as agents of social change (Bashir et al., 2013). Even if
people high in power might enjoy having an impact on the world through their
commitment to shared value creation, they might consciously avoid such goals because
of the potential negative amalgam. Instead, their attention may be diverted toward other
goals that are deemed socially prestigious, such as more economic gain. For that reason,
we expect a negative effect of explicit need for power on the commitment to shared

value creation.

In this case, explicit and implicit motives are conflicting. For that reason, we expect a

positive impact of implicit need for power if, and only if, the individual is at the same

time low in explicit power. In modeling terms, we expect explicit power to negatively
moderate the positive link between implicit power and commitment to societal goals
(see Figure 6.1). The direct impact of implicit need for power occurs (1) because this

need is activated by task-intrinsic stimuli (Kehr, 2004b), notably having an impact on
the world (2) when the implicit impulse is not neutralized by an explicit power

motivation - the conflicting motive.

Hypothesis 3a (H3a): Higher explicit need for power motivation is negatively

related to the commitment to shared value creation.
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Hypothesis 3b (H3b): Higher implicit need for power is positively related to the

commitment to shared value creation, provided that explicit need for power is low.

Figure 6.1 Motives and their impact on the commitment to shared value creation
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6.4 Method
6.4.1 Context of the research

The data were collected in the context of the SMESESAP project that included a two-
wave survey as well as a series of workshops on entrepreneurial motives, as explained
in Part I above. At the end of the first survey, we announced our intention of organizing a
series of workshops on entrepreneurial motivation, and invited respondents to fill in
their email for more information. Six months later, we used this list of email contacts to
invite respondents to the workshops. We invited key decision-makers from small
businesses because what they tend to think and want affects their business more
directly than in the case of larger organizations (Baum & Locke 2004, p. 596). As such, it
is an ideal setting to (re)open the entrepreneurial mind (Carsrud & Brannback, 2011;

Carsrud & Brannback, 2009): understand how personal motives are translated into
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business outcomes. From the 2,712 people who completed the first wave survey, 220
registered on-line for a workshop, and 120 people eventually attained the workshops.
Because some participants were colleagues or acquaintances who received the
invitation through forwarded emails, not all participants could be matched with the
survey data. As a result, the sample is composed of 108 key decision-makers: 37 self-

employed without employees and 71 executives in a small business with employees.

Firm-level variables (goal setting, and type of business) as well as individual-level
control variables (gender, culture, and entrepreneurial experience) were collected
during the SMESESAP 2012 survey. Data about explicit motives were gathered online six
months later when participants registered for the workshops that were scheduled for
the summer of 2013. Implicit motives were measured during the workshops: after a
short welcome, the participants were first led to a computer room where their implicit
motives were assessed along with measures on entrepreneurial self-efficacy (see
Chapter 3). Afterwards, the workshop focused on a dialogue regarding on McClelland’s
theory of human motivation, the interaction between motives and business
performance, and strategies to implement the theoretic insights of the workshop into

real business practice.

6.4.2 Measures

Implicit needs

Because implicit motives operate largely outside a person’s consciousness and (most)
people lack introspective access to their implicit motives (Schultheiss & Pang, 2007), we
assessed implicit motives indirectly using a Shortened Pictorial Attitude Implicit
Association Test (see Chapter 3 for a detailed discussion). The SPA-IAT is an adaptation
of the Brief Implicit Association Test (BIAT: Sriram & Greenwald, 2009), which is
considered as one of the most reliable techniques for the measurement of implicit

processes (Bar-Anan & Nosek, 2014).

Data from all critical blocks were used to compute SPA-IAT scores, and scores were
calculated according to the scoring recommendations of Nosek et al. (2014). Extreme

latencies below 400 milliseconds and above 2000 milliseconds were recoded to these
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boundaries and the first two trials of each block were discarded. Individual SPA-IAT
scores were computed using the D measure (Greenwald et al.,, 2003). The D measure is
calculated as the difference between mean latencies of the two critical SPA-IAT blocks
divided by the standard deviation of latencies in the blocks (Nosek et al., 2014). We
estimated internal consistency of the SPA-IATSs by dividing each critical block into two
sub-blocks of equal length. The first sub-block contained the even trials and the second
the odd trials, and SPA-IAT scores were calculated for each sub-block separately. The
Spearman-Brown coefficients revealed a good split-half reliability for all three SPA-IAT
(SPA-IAT pow-ach: .79; SPA-IAT pow-aff: .77; SPA-IAT ach-aff: .78). Finally, for reasons
of interpretability and comparability with explicit motive scores, we calculated absolute
SPA-IAT scores for each motive. To do so, we averaged the ‘relative’ SPA-IAT score for
power versus achievement motive and the ‘relative’ SPA-IAT score for the power versus
affiliation motive to obtain an ‘absolute’ score of the SPA-IAT power motive. Similar
algorithms were used to construct the absolute SPA-IAT affiliation and SPA-IAT

achievement scores.

Explicit needs

We used the achievement, affiliation and dominance subscales of the Personality
Research Form (PRF: Jackson, 1984) for the assessment of the explicit motives. Each
subscale consisted of 16 statements and participants indicated to what extent each
statement fitted them on a five-point Likert scale with the following anchor points: 1 =
“does not fit at all” and 5 = “fits very well”. Sample items of the subscales were: (power)
“The ability to be a leader is very important to me”; (affiliation) “I try to be in the
company of friends as much as possible”; and (achievement) “I will not be satisfied until
[ am the best in my field of work”. After recoding the reversed items, explicit motive
scores were calculated by averaging the scores of all items of each subscale. Internal
consistencies were good to excellent (PRF achievement: a =.80; PRF affiliation: o =.87;

PRF dominance: a =.89).

144



Table 6.2 Descriptive data and correlation matrix (n = 108)
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Shared value creation 141 1.06 -1.33 3.00
Explicit achievement 386 049 243 493 .306**
Explicit affiliation 334 061 112 468 0.24* 0.31**
Explicit power 349 050 231 481 0.15 0.52* 0.20*
Implicit achievement 0.08 043 -0.80 1.10 0.01 0.07 0.09 0.06
Implicit affiliation 039 042 -094 130 -0.14 0.13 0.22* -0.03  -0.45**
Implicit power -047 045 -1.69 0.74 0.12 -0.19  -0.29** -0.03 -0.55** -0.50**
Gender 1.27 045 100 2.00 -0.17 -0.04 0.08 -0.23* -0.05 0.06 -0.01
Entrepreneurial experience 12.40 8.63 0.00 33.00 0.02 0.10 0.13 0.07 -0.18 0.20* -0.02 -0.11
Self-employed versus SME ~ 0.66 0.48 0.00 1.00 .25* 0.25* 0.00 0.32** 0.03 -0.04 0.01 -0.36** 0.16
Culture 0.47 050 0.00 1.00 -0.13 0.10 0.08 0.01 -0.05 0.19 -0.12 -0.03 0.30** 0.25*

*p<0.05;and **p<0.01
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Table 6.3 OLS regressions on the commitment to shared value creation (standardized coefficients; n = 108)

Models (1) (2) (3) (4) (5) (6) (7) (8)
Control variables

Gender -.08 -13 -13 -13 -.12 -12 -.14 -11
Entrepreneurial Experience .04 -.00 -01 -.00 .03 .03 -01 .00
Self-employed vs. SME 27** 24* 24* 25% 22%* 22* 22% 22%
Culture -21* -.24* -.24* -.24* -21* -21* -21* -21*
Main and conditional effect

Explicit Achievement 27* 27* 26* 29 29%* 30** 30**
Explicit Affiliation 21 22% 21* 24 24* 27 24*
Explicit Power -13 -13 -13 -.15 -15 -.15 -15
Implicit Achievement -.05 -.06

Explicit * Implicit Achievement .05

Implicit Affiliation -.18t - 18t

Explicit * Implicit Affiliation -.00

Implicit Power 22% 23**
Explicit * Implicit Power -.20*
R? A1 22 23 23 .25 .25 27 31
Adjusted R? .07 17 17 16 19 .18 21 24

F 3.17* 4,15%** 3.65** 3.27** 4.27%** 3.70%** 4,57+ 4.84***
A R? (reference model) .00 (3) .00 (5) .04*(7)

+p<0.1;*p<0.05;**p<0.01, ***p<0.001.
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Dependent variable: commitment to social goals

To measure goal setting, respondents from the SMESESAP 2012 survey were asked
about the importance they attach to different goals (Brunstein et al., 1998; Hofer et al.,
2010) for their business on a seven-point Likert scale, ranging from “very unimportant”
to “very important”. Items included pure economic objectives (i.e., “profitability”,
“stability of the firm” and “sales growth”), as well as business goals that reflect value-
creation for the society (i.e., “being innovative”, “taking care of the environment”, and
“job creation”). In order to distinguish traditional economic goals from shared value
creation, we first performed a Principal Component Analysis with a varimax rotation.
The factor analysis explained 57 per cent of the variance and revealed two underlying
factors: shared value creation (taking care of the environment, creating jobs and being
innovative) versus pure economic goals (being profitable, achieve sales growth, have a
stable business). The factor “shared value creation” explains 37 per cent of variance; it

has an eigenvalue larger than 1, an appropriate pattern of loadings, and a Cronbach’s

alpha of 0.615, which is reasonable in exploratory research (Hair et al., 2005).

Additionally, we performed a two-factor confirmatory analysis with AMOS 21 in order to
examine the within and between statistical structure of the scale. The Chi-square for the
model was non-significant (x2= 11.623, DF = 8, p=.169) and results from absolute fit
(GFI =.965), parsimony fit (RMSEA =.065) and relative fit (CFI =.956) indices each
demonstrated adequate fit. Furthermore, not single modification index was over 4. The
factor loading ranged from .56 to .72 for the commitment to societal goals, and from .35
to .69 for traditional economic goals. Overall, all this suggests that the statistical
structure of our dependent variable is sound. The composite was computed as a

summated scale, by taking the average of the three components.

Control variables

When exploring entrepreneurs’ motivations, Johnson (1990) recommends considering
the individual, the venture and the social context as potential factors influencing the
relationship between motivations and any dependent variable. While our model focuses
on the congruence between explicit and implicit motives, we include control variables

that account for the different categories proposed by Johnson (1990). First, related to

147



the venture’s characteristics, we distinguish between self-employed and SMEs with
employees with a dummy variable (self-employed = 0; SME with employees = 1). At the
individual level, we control for gender (male = 0; Female = 1) and entrepreneurial
experience (number of years since the creation of the first business). Research on
gender effects indicated that men and women apply different management styles
(Minniti, 2009), are active in different business sectors (Minniti, 2009), differ in
intention to establish new businesses (Davidsson & Honig, 2003), and might realize
different venture growth (Cooper et al., 1994). Entrepreneurial experience influences
the selection and adaptation of venture goals (Ucbasaran et al,, 2010). Finally, the social
context is measured in terms of cultural differences, indicated by the principal language
of the respondent (French-speaking = 0; Dutch-speaking = 1). Indeed, culture has been
related to both entrepreneurship (Thurik & Dejardin, 2012) and motivational research

(Hofer et al., 2010).

6.5 Results

A series of OLS regression analyses was conducted on the commitment to shared value
creation. For each implicit motive, we entered the control variables as a first block
(Model 1), the explicit motives as a second block (Model 2), the implicit motives as a
third block (Models 3, 5, 7), and the interaction term between the implicit motive and its
explicit counterpart as the fourth block (Models 4, 6, 8). For the ease of interpretation
and because each implicit motive score can be expressed as a linear combination of the
other implicit motive scores (see Table 6.2 regarding the construction of the absolute
SP-IAT scores), we estimated separate models for each motive. To determine the merits
of adding the interaction terms to the models, we calculated the change in R-square and
assessed its significance using an F-test. Variance inflation factors (VIF) were calculated
to assess the impact of multicollinearity on parameter estimates. Because all VIFs were
far below the common cut-off threshold of 10 (maximum VIF = 1.54), we concluded that
multicollinearity is not a problem (Hair et al., 2005). Prior to conducting the regression
analyses, we mean-centered all continuous variables to facilitate the interpretability of

our results (Preacher et al,, 2007). Explicit-implicit congruence was tested as a product

148



term between the corresponding explicit and implicit motive scores, like in Hofer et al.

(2010, 2006). Below, we present our results in relation to the individual hypotheses.

According to Hypothesis 1a, entrepreneurs’ commitment to shared value creation inside
their venture is positively associated with explicit need for achievement. The regression
results, after controlling for language, gender, firm size and entrepreneurial experience,
show that the commitment to societal goals is greater for people high in explicit
achievement. As shown in Table 6.3, Models 3 and 4, the relationship between explicit
need for achievement and commitment to societal goals (= .26, p <0.05) is significant
and positive. The significant and positive impact of explicit achievement is also
systematically found in Models 4 to 8. As such, our findings offer strong support for
Hypothesis 1a. Our results confirm the importance of explicit achievement motivation
for entrepreneurial behavior, in this case the commitment to an innovative and
responsible business model. Hypothesis 1b posits that implicit achievement does not
influence the commitment on shared value creation. Models 3 and 4 offered support for

this null hypothesis.

Hypothesis 2a suggests that the explicit need for affiliation has a positive impact on the
commitment to shared value creation. Our results from Models 5 and 6 indicate that
people higher in explicit need for affiliation have a higher commitment to shared value
creation (3=.24, p <0.05). We also find positive and significant coefficients in Models 2
to 8. Our findings therefore offer support for H2a. Hypothesis 2b posits that implicit
need for affiliation is positively related to the commitment to social goals, especially if
explicit affiliation motivation is high. Surprisingly, we find a marginally significant and
negative impact of implicit affiliation on the commitment to shared value creation.
Furthermore, the interaction with its explicit counterpart is not significant. Therefore,

we do not find any support for H2b.

Hypothesis 3a states that the explicit need for power is negatively associated with the
commitment to shared value creation. While the coefficient is negative for all tested
models, it is not significant. H3a is not supported. H3b states that implicit need for
power is positively associated with the commitment to shared value creation if, and only
if, the entrepreneur is not consciously power-oriented. In modeling terms, it supposes

that explicit power motivation negatively moderates the relationships, such that the
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impact of implicit power no longer holds for those who are consciously power-oriented.
Indeed, we expected that people who are consciously power-oriented will fear the
negative stereotypes associated with activism, and consequently refrain from engaging
in shared value creation. As shown in Model 8 in Table 6.3, the interaction between
implicit and explicit needs for power is significant and negative (3= -.20, p <0.05).
Motives explain 14 per cent of the variance over and above the control variables. A
further three per cent is explained by adding the interaction in the equation, which
significantly improves model fit compared with the model without the interaction effect.
The graph of this interaction, included in Figure 6.2, shows that the relationship
between entrepreneurs’ implicit power dispositions and their commitment to societal
goals within the venture is more positive for people low in explicit power. In fact, the
graph suggests the absence of a relationship between implicit power and commitment to

shared value creation for entrepreneurs with a high explicit power motivation.

Figure 6.2 Interaction between implicit and explicit needs for power - Impact on
the commitment to societal goals
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We identified the region of significance by applying the PROCESS macro (Hayes, 2012)
in SPSS. In addition to estimating the coefficients of the model using OLS regression,

PROCESS computes conditional effects in moderation models. While Figure 6.2 presents
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the effect of implicit power for two arbitrary levels of the moderators (“low” level as the
mean - 1sd, and “high” level as the mean + 1sd ), PROCESS estimates the conditional
effect of implicit power on the commitment for shared value creation for all levels of the
moderator, as well as the amplitude of the effect and its significance. Accordingly, Figure
6.3 presents the effect of implicit power on the commitment to shared value creation for
different levels of explicit need for power. In line with Figure 6.2, it shows that the effect
of implicit power on the commitment to shared value creation is positive and significant
when explicit power, the moderator, is below 0.14. In absolute terms, it corresponds
with a level of self-reported need for dominance of 3.6 on a 5-points Likert scale from 1
“not at all like me” to 5 “very much like me”. It also means that the effect of implicit
power is positive and significant for 60.18% per cent of the observations. Hypothesis 3b
therefore receives strong support from the combined interpretation of Figures 6.2 and

6.3.

Figure 6.3 Conditional effect of implicit power on the commitment to shared value
creation, at different levels of the moderator (explicit need for power)
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6.6 Discussion

In the entrepreneurship literature, the need for achievement has received much more
attention than the other two basic needs (i.e., need for affiliation and power).
Furthermore, the amalgamation of an explicit and implicit need for achievement has led
to ambiguous results (Johnson, 1990), both in terms of impact on entrepreneurial
intention (decision to become an entrepreneur) and entrepreneurial success (the
venture’s performance). However, our findings show that achievement is not the only
driver that matters for entrepreneurial behaviors. Especially, we find that the implicit
need for power might be central for explaining goal setting and, perhaps, even

performance in the long term.

Indeed, we find that power is the only implicit motive that influences goal setting in
terms of shared value creation. It means that power is a central motive that provides
entrepreneurs with intrinsic satisfaction when they daily engage in shared value
creation. For achievement and affiliation-driven entrepreneurs, the daily routine of
value creation might not be as rewarding as expected. For affiliation-driven
entrepreneurs, difficulties in balancing shared value with economic survival may well
trigger interpersonal conflicts, thereby threatening the intrinsic enjoyment that
affiliation-driven entrepreneurs strive for. Likewise, achievement-driven entrepreneurs
generally prefer meeting a challenge on their own (McClelland & Burnham, 2003), which
might be less likely in the pursuit of shared value creation. Job creation alone, for
instance, implies delegation towards a growing number of employees. The lack of
performance feedback may also hamper the enjoyment to engage effectively in shared
value creation. In this case, a positive self-regulated mechanism would be unlikely,

neutralizing any effect of implicit affiliation and achievement on goal setting.

By contrast, the daily execution of shared value creation does seem to bring satisfaction
to the power-driven entrepreneurs. Through self-regulation, the power-driven
entrepreneur learns that she or he has to commit more to shared value creation, as
reflected in the previous section. But does this also lead to higher performance? To shed
some tentative light to this question, we look at the impact of implicit power on realized
job creation. Because we have this information for SMEs only, we focus on the 71

executives who participated in our workshop. We first test a mediation model (see
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Figure 6.4) where power first influences goal setting, which in turns impacts

performance in terms of job creation.

Figure 6.4 Commitment to shared value creation as a mediator between implicit
power and actual job creation
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However, the commitment to shared value creation is not significant in this model. A
first explanation is that the translation of commitment into actual results is contingent
on specific contexts that we do not identify. A second explanation is that the effect of
commitment on job creation is delayed as today’s commitment only translates into
higher performance years later. A third possible explanation is the fact that conscious, or
self-reported, commitment is not enough to ensure that this translates into actual
performance. Energy is also needed throughout all daily activities when engaging in
shared value creation. It is not enough that entrepreneurs declare being committed to

shared value creation; they actually need to do and enjoy working on this.

In line with the third explanation, we find a direct impact of implicit power on job
creation: the higher the implicit need for power of the entrepreneur, the higher the
probability of actual job creation in his or her SME. In Table 6.4, we provide the result of
a logistic regression on the probability to create jobs in Belgian SMEs. It shows that for
the creation of jobs, both explicit and implicit needs for power matter, both positively
influencing the odds of creating jobs. As explicit and implicit power are no longer
conflicting, the negative interaction term is no longer significant. Interestingly, explicit

affiliation and achievement are no longer significant either, which indicates that those
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drivers are indeed important in terms of self-reported commitment, but do not directly
translate into higher performance, maybe because actually enagaging in shared value
creation does not provide achievement and affiliation-driven entrepreneurs with
intrinsic satisfaction. The results of the logistic regression even indicates that implicit
affiliation might have a negative impact on job creation (,< 0.1). Even if entrepreneurs
commit more to shared value creation, they lack the energy to go through with it and fail

to turn their goals into actual performance.

According to Table 6.4, both explicit and implicit power enhance the probability of
actual job creation, while self-reported affiliation, achievement or even commitment to
shared value creation do not impact actual job-creation performance. It also suggests
that the effect of implicit power is contingent upon a contextual variable, notably
realized profit growth. Specifically, the positive effect of implicit power is significant
only when the SME does not experience profit growth. It means that implicit power
provides the entrepreneur with the necessary energy to create jobs in unfavorable
contexts - i.e., in a setting featuring the absence of profit growth. However, when profit
growth is actually realized, implicit power is no longer needed as job creation is largely
driven by profit growth instead. The interpretation of Figure 6.5 provides a
complementary insight, indicating that executives with a high implicit need for power
have the same probability to create jobs, independent of their profit growth. For
executives who have a lower implicit need for power, the probability to create job is

high only if the SME experiences profit growth.
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Table 6.4 Logistic regressions on realized job creation (n =71)

Models (1) (2) (3) (4) (5) (6) (7) (8)
Control variables

Gender .75 .75 51 .57 .57 .83 1.13 1.31
Entrepreneurial Experience -.00 -.00 -02 -02 -02 -.03 -.03 -01
Culture 47 47 41 31 27 .29 .02 24
Main and conditional effect

Commitment to shared value creation .00 -.09 -11 -17 -.20 -41 -46
Explicit Achievement -.00 15 20 22 31 -22
Explicit Affiliation -.25 -21 -.00 .04 -15 .06
Explicit Power 1.86* 1.85* 1.84* 1.78* 2.08** 2.49**
Implicit Achievement .02

Explicit * Implicit Achievement -1.05

Implicit Affiliation -1.44t

Explicit * Implicit Affiliation .79

Implicit Power 1.22% 1.16 2.87*
Explicit * Implicit Power 23 14 -73
Realized Profit Growth -1.56* -1.76*
Realized Profit growth * Implicit Power -3.89*
Constant -99 -1.00 -55 -46 -41 -44 72 42

- 2 Log likelihood 94.65 94.65 84.81 84.12 81.04 81.3 75.12 69.56
Overall % of correct answers 57.7 57.7 66.2 69 69 67.6 70.4 71.8
Nagelkerke R? .05 .05 21 23 27 27 .36 43
Chi? 2.63 2.63 12.471 13.16 16.241 1598t 22.16*  27.72**
A Chi? (reference model) 2.63 .00(1) 9838 .69(3) 3.77(3) 3.51(3) 6.17* 5.56*

tp<0.1;*p<0.05;and *p<0.01.
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Figure 6.5 Impact of implicit power on job creation depending on realized profit
growth
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6.7 Conclusion

In this chapter, we advance our understanding of shared value creation and its
antecedents in terms of individual motivations. We examine the specific effects of
explicit motivations as well as their combined effects with implicit needs on the
entrepreneurs’ commitment to shared value creation. The results of the current study
suggest that the commitment to shared value creation, on average, is positively
influenced by the explicit need for achievement, explicit need for affiliation and implicit
need for power, provided that the entrepreneur is not consciously power-oriented. A
direct impact of implicit power occurs (1) when this need is activated by task-intrinsic
stimuli and (2) when the individual’s attention is not channeled away by a competing
explicit orientation. As such, we offer support to Kehr’s (2004b) hypothesis about
intrinsic motivation. In this case, the implicit need for power is activated by the
enjoyment brought by having an impact on people and the world at large, by being a
social engineer, and by changing the world. However, entrepreneurs who are
consciously power-oriented do not find the social incentives to invest in shared value

creation. On the contrary, as proposed by Bashir et al. (2013), social cues might be
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detrimental to the commitment to shared value creation: activists may suffer from
strong negative stereotypes. While achievement-oriented entrepreneurs are not worried
about what people think of them (McClelland & Burnham, 2003), this is especially
harmful for people who are consciously power-oriented and are looking for prestigious

goals.

Our research also contributes to the literature on entrepreneurial motivations. First, we
find that the need for achievement is not the only motive that matters for
entrepreneurial behavior and that the one-sided focus on the achievement motive in
prior work may well have been unfortunate, especially when wealth creation is at stake.
Second, we confirm that explicit and implicit motives are independent but interacting
constructs that influence business goal setting. Our study indicates that, even in a
context where explicit motives are expected to be the most influential (e.g., strategic
planning), implicit motives influence the entrepreneur’s behavior outside of his or her
awareness. Our findings show that implicit motives can influence actual behavior as
illustrated by the impact of the implicit need for power on the commitment of
entrepreneurs to shared value creation. They also supports the submission of implicit
motives to conflicting explicit motives. This is especially important as research on
motivations in entrepreneurship (and business ethics, for that matter) still ignores the
conceptual and methodological differences between explicit and implicit motivational
systems. By contrast, our research suggests that a full understanding of the impact of
motivation can only be gained through careful consideration of the interaction between

implicit and explicit motives.

However, we do not find a positive impact of implicit affiliation. A possible explanation is
that the daily routine of value creation is not as rewarding as expected in terms of
affiliation. In this case, a positive self-regulated mechanism would be unlikely,
neutralizing any effect of implicit affiliation on goal setting. Notably, difficulties in
balancing shared value with economic survival might trigger interpersonal conflicts,
thereby threatening the intrinsic enjoyment that affiliation-driven entrepreneurs strive
for. It definitely points to the need for a deeper understanding of implicit affiliation and
its relationship with shared value creation. This is important because the lack of intrinsic

enjoyment may also hamper performance. In the Discussion section of this chapter, we
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provide evidence that indicates that explicit affiliation and achievement are indeed
important in terms of self-reported commitment, but that they do not directly translate
into higher performance, maybe because actually engaging in shared value creation does
not provide achievement and affiliation-driven entrepreneurs with intrinsic satisfaction.
It also shows that power is the only implicit driver that positively influences job
creation. In line with McClelland and Burnham (2003), power is indeed found to be the

greatest motivator.

Finally, our findings suggest that some individual-level control variables that are
traditionally related to entrepreneurial behaviors, such as gender and entrepreneurial
experience, are not directly associated with the commitment to shared value creation.
However, the estimates of our models provide evidence that the type of business
matters, the self-employed without employees being significantly less engaged in shared
value creation than key decision-makers in small firms with employees. Social context
seems to matter too, with culture being significant in all models. Indeed, existing
congruence research, such as Hofer et al. (2010), already suggests that basic human
psychological mechanisms might apply irrespective of the cultural environment. More
specifically, they state that “While accepting the position that an individual’s striving is
strongly conditioned by sociocultural norms that define what is socially desirable and
good or socially undesirable and bad, we propose that ... the alignment of consciously
represented goals and implicit motives ... play a decisive role in the process of
individuals’ goal commitment” (Hofer et al., 2010, pp. 751-752). As a result, it might be
interesting to further research the contextual drivers of shared value creation, as well as

their interactions with individual motives.

From a methodological viewpoint, we apply a state-of-the-art measure of implicit
motives. We provide a first application of the BIAT for motives in a business setting,
which is a strong alternative to the demanding projective methods that have been used
so far. Because of the exploratory nature of this project, the sample size and possible
representativeness are important limitations. Another limitation is the nature of the
dependent variable, as this self-reported measure might already integrate self-
censorship, notably when asking entrepreneurs who are consciously power-oriented

about their commitment to social goals. Even if we did not find that explicit power has a
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direct negative impact on shared value creation, it might still influence the way they
report their commitment in our survey. Yearly social and shareholder reports, notably,
may well provide interesting measurement alternatives. Finally, we assume intrinsic and
extrinsic incentives a priori. A more robust measure of social norms, on the one hand,

and actual enjoyment of the task, on the other hand, might provide essential insights.

Practical implications derived from this research may also prove useful. First, we claim
that the implicit need for power is of the utmost importance for the creation of shared
value. As suggested by Muhammad Yunus, we posit that changing the world is fun,
especially for people who are implicitly driven by power. However, we also suggest that
society may not provide the power-oriented entrepreneur with the social incentives to
engage in shared value creation. In other words, society might not advertise shared
value creation as a prestigious, powerful goal. Conflicting social norms could therefore
neutralize the enjoyment associated with changing the world - for instance, through the
diffusion of negative stereotypes attributed to activism. For a higher commitment to
shared value creation, public authorities might reflect on the way to avoid such
conflicting norms. For entrepreneurs themselves, we show that unconscious motives do
matter. We claim that a better understanding of the interplay between implicit and
explicit motives should shed light on why entrepreneurs sometimes struggle to reach
the goals they voluntarily set (Kehr, 2004b). With such understanding, entrepreneurs
can reach a better fit between their business project and inner motives, so that they are

strong enough to reach their goals, especially in relation to shared value creation.
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Chapter 7

Strategy

Causation, effectuation and entrepreneurial

orientationw»

7.1 Introduction

Chapter 5 focuses on the impact of aspects of the environment, Chapter 6 on
characteristics of the entrepreneur, and this Chapter 7 on features of the venture - i.e.,
its strategy, specifically causation versus effectuation. The main body of
entrepreneurship research draws on bounded rationality decision models, in which
purposeful opportunity searching (Drucker, 1998) and carefully selecting and
researching target markets (Kotler, 1991) dominate. Since Sarasvathy’s (2001) seminal
article on effectual thinking, entrepreneurship scholars slowly started to recognize that
because entrepreneurs are creative problem-solvers operating in uncertain and
ambiguous environments, they might apply effectual instead of causal thinking
processes during start-up development. Effectual thinking involves unplanned logic of
action; causal thinking is planned. The argument goes that entrepreneurs following a
causation strategy start from a certain goal (e.g., a ten per cent market share increase)
and apply a number of means, such as market segmentation, decided upon on the basis
of explicit selection criteria to attain this goal. They thus follow a predefined plan. In
contrast, entrepreneurs applying an effectual development strategy operate in an

unplanned manner. They start from a given set of means, after which a number of effect

19 Some of the research material presented in this chapter refers to a working paper of the SMESESAP
team: Vanderstraeten, ]., Hermans, J., Ramdani, D., van Witteloostuijn, A., & Dejardin, M. Causation and
Effectuation in turbulent times: conditional impact on entrepreneurial orientation. Working paper,
Antwerp / Namur: University of Antwerp / University of Namur.
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selecting criteria are applied. The criteria that define the entrepreneurs’ decisions are

‘imposed’ by the level of affordable loss or tolerable risk (Sarasvathy, 2001).

Although Sarasvathy (2001) and Read and Sarasvathy (2005) theoretically juxtapose
causation and effectuation, Andries et al. (2013) show that these development strategies
can occur simultaneously. Their case-based analysis shows that elements from causation
and effectuation can be employed concurrently. Moreover, they suggest that under
uncertainty, a simultaneous focus on action and planning might increase company
performance. Unfortunately, these interaction effects remain untested, empirically. Also
other scholars call for additional research in which the relationships between effectual
and causal strategies with environmental uncertainty are examined. For example, Read
et al. (2009, p. 584) suggest in their future research section that “perhaps the ultimate
normative recommendation is to use both regularities and contingencies with a
combination of positioning and construction strategies, and with the application and

level of each depending on the uncertainty of the particular decision.”

The present study extends and empirically tests these arguments. It posits that the level
of environmental uncertainty impacts the effects of following a causal development
strategy, and empirically tests the interaction effects between planned and unplanned
logics of action, and environmental uncertainty (Andries et al., 2013; Read et al., 2009).
In addition, the present research addresses the lack of studies focusing on outcome
measures of effectual and causal development strategies (Perry et al., 2012). As an
outcome measure, we focus on entrepreneurial orientation, which is widely recognized
as being positively related to company performance (Wiklund & Shepherd, 2005). In
summary, our research goal is: “How do the strategy development strategies
‘effectuation’ (that is, unplanned logic of action) and ‘causation’ (that is, planned logic of
action) interact with environmental uncertainty, and what is the impact on firm-level

entrepreneurial orientation?”

By investigating this research question, we make four principal contributions to the
entrepreneurship literature in general, and to studies about effectuation and causation
in particular. First, few researchers have empirically tested effectuation (Perry et al.,
2012). Since Sarasvathy’s (2001) article suggesting that entrepreneurs might follow

effectual development strategies, most papers have focused on conceptual and
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theoretical argument development. As suggested by Edmondson and McManus (2007),
the open-ended questions that have been tackled, to date, show that the literature about
effectual development strategies remains in a nascent state. Recently, some first
empirical papers emerged. Indeed, after almost a decade of conceptual papers, the
research domain is ready for empirical research (Perry et al., 2012). As yet, most
empirical research focuses on qualitative and explorative research (for example, Harting,
2004; Harmeling et al., 2004), with a few exceptions such as Wiltbank et al. (2009) and
Clausen et al. (2012), who engage in quantitative theory testing. Quantitative data has
been employed to tackle closed research questions such as the impact of causation on
risk-taking (Clausen et al.,, 2012). In the present study, we examine the relationships
between causation, effectuation and environmental uncertainty, and the impact on
entrepreneurial orientation. As such, our study is perfectly in line with the current state-
of-the-art of the effectuation-causation research domain, and the recognition that

quantitative theory testing is needed.

Second, although most studies focus on new venture creation, Wiltbank et al. (2009)
advocate that the idea of unplanned logic of action is also appropriate for strategy
development in established companies (for example, product or service development).
Unfortunately, research in this area is very limited (Johansson & McKelvie, 2012). An
exception is the work of Brettel et al. (2012), demonstrating that effectual principles are
employed in corporate R&D projects. To the best of our knowledge, our study is the first
to examine the product or service development strategy of existing companies in

relation to causal and effectual thinking processes.

Third, authors such as Kraaijenbrink (2008) suggest that the different dimensions of
causation and effectuation are independent, and should not be interpreted as two
extremes. The possibility of interaction under different circumstances has been
suggested by Andries et al. (2013) and Read et al. (2009), but yet remains to be tested.
Therefore, our paper is one of the first to empirically examine whether causation and
effectuation might interact with each other, and with the level of environmental

uncertainty.

Fourth and finally, Perry et al. (2012) provide evidence that most studies focus on the

antecedents and influencers of causation and effectuation. They show that Harms and
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Schiele (2012) is one of the few studies examining the consequences of causation and
effectuation. We contribute to the literature by examining the effects of (un)planned
logic of action on entrepreneurial orientation, a construct that has been proven to be
directly and positively related to company performance (Wiklund & Shepherd, 2005).
We are aware of only one other study focusing on the impact from effectuation and
causation on entrepreneurial orientation (Clausen et al.,, 2012). Yet, Clausen et al. (2012)
did not examine possible interaction effects between effectuation and causation, nor do
they examine the relationships between these development strategies and
environmental uncertainty. Our study thus extends this research, by examining the

interactions between causation, effectuation and environmental uncertainty.

In what follows, we first develop our hypotheses in a theoretical background section,
after which we explain our empirical study in the methods section. The results from our
analysis are presented in the result section. Before concluding, we provide
recommendations for future research while highlighting limitations. Finally, we present
our findings in a discussion section. Regarding SMESESAP data, we combine information

from both the first and second survey wave.

7.2 Theoretical background and hypothesis development
7.2.1 Planned logic of action and the degree of entrepreneurialism

There have been three main developments in the field of entrepreneurship since Shane
and Venkataraman (2000) wrote their seminal article on the conceptual framework of
entrepreneurship research: (i) research on a more nuanced view of who the
entrepreneur is; (ii) an ongoing theoretical conversation regarding the discovery versus
the creation of entrepreneurial opportunities; and (iii) the identification of specific
mechanisms of entrepreneurial action, including causation and effectuation, and their
potential impact on the firm and society as a whole (Venkataraman et al., 2012). The

work on (un)planned logic of action is part of the third development.

The concept of “planning” has been proposed by cognitive theorists as the link between
cognition and action. More specifically, planning is a hierarchical thought process or

“bridge” that transforms cognition into pre-defined goals (Frese & Zapf, 1994).
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Entrepreneurs recognize opportunities, and subsequently exploit them via pre-defined
goals (Bhave, 1994). They envision a certain goal and employ hierarchical, linear and
rational thought processes in order to attain this goal. Such hierarchical thought
processes are also called causation (Sarasvathy, 2001). Interestingly, Clausen et al.
(2012) provide preliminary evidence that companies following causal thought processes
during the start-up development stage display higher degrees of innovativeness, risk-
taking and proactiveness - the three dimensions of entrepreneurial orientation (Covin &
Slevin, 1989). Indeed, it has been argued that entrepreneurialism thrives when
companies follow planned processes. Business planning has been proposed as an
important precursor to entrepreneurial action. It accelerates entrepreneurial activities
such as product/service development and the subsequent organization of the venture to
sell the new product or service (Delmar & Shane, 2003). Making decisions occurs in a
much quicker and efficient way when business planning is in place (Delmar & Shane,
2003), and planning activities such as risk assessment positively relate to innovation
success (Salomo et al., 2007). Moreover, thanks to planning, people can proactively and
systematically take the necessary steps to attain goal achievement (Brews & Hunt,
1999), without being distracted by side activities (Robinson, 1984). Thus, due to
planning, entrepreneurial characteristics such as innovativeness, proactiveness and risk-

taking can thrive.

Hypothesis 1 (H1): Planned logic of action (that is, causation) positively relates to
an organization’s degree of entrepreneurialism, measured by firm-level

entrepreneurial orientation.

7.2.2 Planned logic of action, unplanned logic of action and entrepreneurial
orientation

Recently, the mainstream causal development model has been challenged by scholars

arguing that entrepreneurship is a circular, means-driven and risk-averse process

(Sarasvathy, 2001). In contrast to causation, such thinking processes do not involve

planning. A company employing an unplanned development strategy starts from its

current means and tries to attain the best results possible according to available

resources. Experimenting with various strategies is at the heart of unplanned logic of
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action. Interestingly, retrospective studies (Bhide, 2000; Shuman et al., 1985) provide
evidence that following your intuition leads to better results than systematically
applying business planning. As a consequence, many researchers tend to advocate trial-
and-error development models over carefully planned strategies. They argue that
because entrepreneurs are scarce in time and money, planning is less valuable than
engaging in “real”, “hands-on” business activities. For example, Carter et al. (1996)
explain that actively buying business equipment is a much stronger signal to convince
others that you are truly committed to your venture, than engaging in business planning.
Moreover, entrepreneurial characteristics such as intuition align with unplanned logic of
action rather than systematic planning activities. Thanks to their intuition,
entrepreneurs can identify and evaluate opportunities. Business planning becomes
redundant when entrepreneurs face unexpected contingencies (Allinson et al., 2000).
Such arguments advocate that unplanned logic of action is better suited for
entrepreneurial activities such as (radical) innovations and exploration (March, 1991)
than planned logic of action (Sarasvathy, 2001). Causation (or planned logic of action) is
thus more suitable for exploitation; effectuation (or unplanned logic of action) and

triggers (radical) innovations (March, 1991).

Interestingly, researchers slowly started to recognize that the true value of an
“ambidextrous” organization may not lie in the distinct impact of exploitation or
exploration, but in their interaction (He & Wong, 2004). We argue that this is also the
case for the joint effects of causation (which is suitable for exploitation) and effectuation
(which is suitable for exploration). Their interaction effects might lead to truly
entrepreneurial firms that are able to simultaneously take risks, be proactive and pursue
innovations. Firms might thus not only benefit from planning activities (Delmar & Shane,
2003), but are also in need of unplanned logic of action to respond to unexpected
contingencies. Hence, previous studies show positive associations between planning
flexibility (Barringer & Bluedorn, 1999; Kemelgor, 2002) or strategic adaptiveness
(Dean & Thibodeaux, 1994), and entrepreneurial orientation. This has been
corroborated in Clausen et al.’s (2012) preliminary study. The authors not only reveal
positive direct relationships between causation and the sub-dimensions of

entrepreneurial orientation (see Hypothesis 1), but also between the effectual sub-
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dimensions experimentation, flexibility and pre-commitments, and entrepreneurial

orientation.

Hypothesis 2 (H2): Unplanned logic of action (that is, effectuation) will positively
influence the relationship between planned logic of action (that is, causation) and
entrepreneurial orientation. A firm simultaneously following planned and
unplanned development strategies will be more entrepreneurial than a firm only

opting for planned logic of action.

7.2.3 Towards a contingency model: The interplay between planned logic of
action and environmental dynamism
That the environment has an impact on an organization’s strategy making has been
acknowledged by a wide range of studies within the strategic management domain (e.g.,
Covin & Slevin, 1989; Wu, 2010). To conceptualize and understand the impact from the
environment, Dess and Beard (1984) argue that environmental influences can be
construed along two overarching dimensions: the degree of environmental uncertainty
and the degree of resources available in the organization’s surroundings. In particular,
environmental uncertainty has an impact on the choice of effectual or causal
development models (Sarasvathy, 2001). Such environmental uncertainty emerges from
- amongst others - the competitive environment, which is generally construed along two
dimensions: dynamism and complexity (Dess & Beard, 1984). These respectively
represent discontinuity and rate of change (Miller & Droge, 1986), and heterogeneity
and concentration (Dess & Beard, 1984) in the industry. In particular, the first (that is,

environmental dynamism) is of interest for the current study.

More specifically, effectuation is inherently a cyclical process, while causation involves
linear thought. As a consequence, planned logic of action is expected to be aligned with
static, linear and independent environments that change infrequently. To the contrary,
effectuation thrives in dynamic, nonlinear and ecological environments. For example,
calculating expected returns for decisions is impossible under the unique circumstances
that characterize an uncertain entrepreneurial environment (Chandler et al.,, 2011).

Moreover, early proponents of strategic planning advocate that in uncertain
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environments with high degrees of dynamism and complexity, it is more difficult to
follow pre-defined strategic plans (Mintzberg, 1973; Thompson, 1966). Indeed, given
that entrepreneurial situations change rapidly, business planning is undermined in
dynamic environments (Bird, 1988). As a consequence, we expect that the unique
circumstances from a dynamic environment hamper the level of entrepreneurship in
adopting a causal strategy. We hence expect that in highly dynamic environments,

following a causation approach would be less entrepreneurial.

Hypothesis 3 (H3): Environmental dynamism will negatively moderate the
relationship between planned logic of action (that is, causation) and
entrepreneurial orientation: A firm’s causal development strategy will be less
strongly associated with its entrepreneurial orientation when environmental

dynamism is high rather than low.

7.2.4 Extending the contingency model: The interplay between planned logic,
unplanned logic and environmental dynamism
As explained above (see Hypothesis 2), it is expected that entrepreneurial firms
simultaneously following planned and unplanned development strategies are able to
further amplify the positive effect of solely following planned strategies. We now argue
that the interaction effect of such effectual and causal development strategies is affected
by the level of environmental uncertainty. More specifically, when operating under
uncertainty, entrepreneurial firms experiment with various business models (Andries &
Debackere, 2007). Although stable environments allow firms to follow pre-defined
plans, this is often not possible in unstable ones. Uncertain environmental conditions
force companies to focus on effectuation processes only, such as strategic alliances
instead of strategic planning processes - for example, sophisticated market research
(Sarasvathy, 2001). In unstable environments, planning is impossible (Mintzberg, 1973;
Thompson, 1966). Following these arguments, we expect that the positive amplification
effect of simultaneously following a planned and unplanned development strategy will

be negatively influenced by higher degrees of environmental dynamism.
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Hypothesis 4 (H4-): Environmental dynamism will negatively moderate the
positive interaction effect of a firm’s planned (that is, causal) development strategy
and its simultaneous unplanned (that is, effectual) development strategy. The
higher the level of environmental dynamism, the less strong this interaction effect

will be.

On the other hand, there is also a stream of researchers arguing that a simultaneous
focus on planned and unplanned development strategies thrives under uncertainty
(Andries et al., 2013). Such researchers argue that planned logic of action positively
affects entrepreneurial dimensions, such as proactiveness. Moreover, in unstable
environments, a simultaneous focus on planned and unplanned logic of action is
necessary to allow for higher degrees of entrepreneurialism (Clausen et al., 2012).
Planned logic of action allows the company to follow a pre-defined goal, while
simultaneous unplanned strategies enables the exploitation of unexpected contingencies

(Sarasvathy, 2001).

Hypothesis 4 (H4+): Environmental dynamism will positively moderate the
positive interaction effect of a firm’s planned (that is, causal) development strategy
and its simultaneous unplanned (that is, effectual) development strateqy. The
higher the level of environmental dynamism, the stronger this interaction effect will

be.
Below, we summarize the hypotheses in a conceptual model.

Figure 7.1 Conceptual model

Causation ) .| Entrepreneurial
1 r orientation
H3 (-
H2 (+) Q)
H4 (+/-) | Environmental
dynamism
Effectuation
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7.3 Method
7.3.1 Sample

To avoid common-method variance (Brannick et al., 2010; Chang et al., 2010), we used
the data from our two questionnaire waves for this chapter’s study. Data used for the
independent variables of our conceptual model come from the 2012 questionnaire; data
used to measure the dependent variable entrepreneurial orientation are from the 2013
questionnaire. As suggested by Chang et al. (2010, p. 179), collecting data at different
points in time minimizes any potential common-method variance bias. In 2012, we
received answers from 640 Belgian companies with at least one employee.2? In 2013, all
640 SMEs that filled out the first questionnaire received the follow-up questionnaire. In
total, 201 respondents completed the 2013 questionnaire, implying a response rate of
31.41 per cent. From these 201 SMEs, 162 companies provided valid information

(listwise) on all variables used in our regression models.

7.3.2 Variables

Independent variables: effectuation, causation and environmental dynamism

To measure the development strategies “effectuation” and “causation”, we employed a
scale developed by Chandler et al. (2011) (see Appendix 7.1 for the separate items). It is
important to note that Chandler et al. (2011) focus on the companies’ start-up process,
while our study acknowledges that effectual and causal development strategies can also
be employed during subsequent product/service development. We thus introduced our
scale by asking “Please think about the strategy you followed while developing your
company’s newest product/service and indicate the extent to which you agree or
disagree with the following statements”. Respondents had to choose amongst the

answers on a five-point Likert scale, ranging from “I strongly disagree” to “I strongly

20 Although we also gathered data for self-employed without employees (see Chapter 4 with descriptive
data), we decided to leave this group out for the current chapter’s study. The descriptive analysis of
Chapter 4 shows that there are different forces at play in self-employed businesses vis-a-vis SMEs with
regard to the relationships between effectuation, causation, and entrepreneurial orientation. We find that
both causation and effectuation are positively correlated with entrepreneurial orientation for SMEs, but
not for self-employed. For self-employed, we even have a negative correlation between entrepreneurial
orientation and effectuation (see Table 4.8 in Chapter 4).
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agree”. Six factors emerged with factor analysis (Maximum likelihood, with Varimax
rotation): a six item one-dimensional construct for causation (Cronbach alpha = 0.849),
and five sub-dimensions for effectuation: a three-item factor for affordable loss
(Cronbach alpha = 0.868), a two-item factor for experimentation (Cronbach alpha =
0.795), a four-item factor for flexibility (Cronbach alpha = 0.634) and two dimensions
related to pre-commitment. The first sub-dimensions for pre-commitment consists of
two items, and involves the amount of pre-commitments and the frequency with which
they have been used. We called this sub-dimension “objective pre-commitments”
(Cronbach alpha = 0.902). The other sub-dimensions consist of four items, which refer to
the advantages pre-commitments offer to the company. For example, respondents were
asked whether by working closely together with people/organizations, the company was
able to expand its capabilities. We called this sub-dimension “goal pre-commitments”

(Cronbach alpha = 0.820).

Although Chandler et al. (2011) suggest that the six pre-commitment items would all
load onto one factor, they did not include the items loading onto our goal pre-
commitment factor in their scale development study. They merely added these items
from a conceptual point. Interestingly, our results are in line with those from Clausen et
al. (2012), who also found a separate factor for the items loading onto our goal pre-
commitment factor. Our findings are in line with previous research, where Cronbach
alpha’s varied from 0.62 to 0.85 (Chandler et al., 2011; Clausen et al., 2012). Reliability
analysis on the effectuation factor as a whole provides a Cronbach alpha of 0.519. This
low alpha is a first indication that, although “effectuation” is perceived as one concept in
literature (e.g., Sarasvathy, 2001), it might be more appropriate to examine its sub-

dimensions instead.

Environmental dynamism is measured with Miller’s (1988) scale. Respondents were
asked to answer the following questions: “My company must change its marketing
practices frequently (e.g., semi-annually)”, “The rate at which products/services are
getting obsolete in my industry is very high”, and “The modes of production/service
development change often in a major way”. We employed a seven-point Likert scale
from -3 (“I strongly disagree) to +3 (“I strongly agree”). All items load onto one factor

and reliability analysis gives a Cronbach alpha of 0.692. Our results are in line with
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previous research (for example, Wijbenga & van Witteloostuijn, 2007, where Cronbach

alpha reached 0.66).

Dependent variable: entrepreneurial orientation

To measure entrepreneurial orientation, we employ a widely adopted scale developed
by Covin and Slevin (1989). Entrepreneurial orientation consists of three components:
risk-taking, innovativeness and proactiveness. For example, to measure risk-taking,
respondents were asked to rate the following statement on a seven-point Likert scale
from -3 (“I strongly disagree) to +3 (“I strongly agree”): “In general, my business has a
strong proclivity for high-risk projects (with chances of high returns)”. A sample item
from innovativeness is “In general, my business favors a strong emphasis on R&D,
technological leadership and innovations”. Proactiveness is measured with items such as
“In dealing with its competitor, my business typically initiates action to which
competitors then respond” (see Appendix 7.1 for all items). Our factor analysis results in
three factors: risk-taking (three items; Cronbach alpha = 0.835), innovativeness (three
items, Cronbach alpha = 0.857), and proactiveness (two items, Cronbach alpha = 0.826).
In the original scale, proactiveness consists of three items. Our factor analysis forced us
to delete the item “In dealing with its competitor, my business typically adopts a very
competitive ‘undo-the-competitors’ posture”. This might be because this statement may
be too extreme for the Belgian culture. For example, Belgium scores relatively lower on
Hofstede’s individualism dimension than the United States, where the original scale has
been developed (Covin & Slevin, 1989). As explained by Miller (1983), the three sub-
dimensions comprise a one-dimensional construct (Cronbach alpha = 0.778). Our results
are in line with previous research, where the Cronbach alpha reached 0.836 (Wales et

al, 2013).

Control variables: gender, manager-owner and entrepreneurial experience

We include gender, manager-owner and level of experience as control variables. First,
although Sonfield et al. (2001) found that there are no significant gender differences in

strategies chosen by business owners, and Fischer et al. (1993) did not find performance
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differences among men- and women-owned enterprises, other studies provide mixed
results. For example, some studies indicate that women are more cautious and have less
problem-solving capabilities in risky situations than men (Johnson & Powell, 1994), and
others report performance differences across females and males (Cuba et al., 1983;
Hisrich & Brush, 1987). First, regarding owner-manager, research suggests that
performance outcomes do not differ between owner-managed firms and firms managed
by non-owners (Hay & Morris, 1979). It has been argued that non-owner managers often
build their entire livelihood around the company, and pursue organizational health
because their income often depends on compensation plans and bonuses (Lewellyn &
Huntsman, 1970). However, in entrepreneurship literature, the owner-manager is often
defined as being the “true” entrepreneur. For example, Gartner (1990) provides an
interesting quote from one of the experts in his Delphi study (p.18): “I prefer the
traditional definition of an owner-managed business. It seems to me that ownership
makes a difference in the motivation and interests of the manager”. Therefore, we
include the variable manager-owner in our analyses. Finally, we add the level of
entrepreneurial experience of the respondent. As proven by Read and Sarasvathy
(2005), expert entrepreneurs are more likely to choose effectual company development
strategies, whereas novice entrepreneurs opt for causal processes. Therefore, we asked

the respondents when they founded their first business.

7.3.3 Regression analysis

Data were analyzed using the hierarchical multiple regression technique and Hayes'’s
(2012) PROCESS macro for moderation modeling and three-way interactions. This
technique is appropriate to gain insights into the (relative) importance of, and
relationships amongst, independent variables in the prediction of the dependent
variable (Hair et al., 2005). As explained by Hair et al. (2005), a ratio of observations to
independent variables of at least 5:1 and preferably 15:1 is required to maintain power
at 0.80 and reach generalizability of the results. In our most extensive three-way
interaction model (that is, the models with all effectual sub-dimensions), we have a total
of 14 variables (three independent variables, three two-way interactions, one three-way

interaction and seven control variables). The required number of observations is thus

173



minimally 70 and preferably 210. The number of cases in our sample is 162, thus
reaching a ratio from 11:1 when all variables are simultaneously put into the model. To
reduce the risk of multicollinearity, we only included independent variables with a
bivariate correlation of maximum 0.75. The correlation matrix can be found in Table 7.1.
We also report the variance inflation rate in the results section. All independent

variables are mean centered to simplify interpretation (Cohen et al., 2003).

7.4 Results

We tested the hypotheses through moderation models. Table 7.2 represents the results
for Model 1 (control variables), Model 2 (control variables and direct effects), Model 3
(control variables, direct effects and two-way interactions), and Model 4 (control
variables, direct effects, two-way interactions and three-way interaction). Model 1
shows that the respondent’s gender does not affect firm-level entrepreneurial
orientation; we thus do not find a significant relationship between gender and firm-level
entrepreneurial orientation. To the contrary, the respondent’s function does
significantly affect firm-level entrepreneurial orientation (B =.292; p <.05). This means
that executive respondents score higher on entrepreneurial orientation than manager-
owner respondents. Finally, we also find a positive significant effect for the level of

entrepreneurial experience and entrepreneurial orientation (B = 0.20; p <.05).

The unconditional direct effect represented by Hypothesis 1 can be found in Model 2.
Here, we see that causation positively relates to entrepreneurial orientation (B =.491; p
<.001). Thus, we find support for Hypothesis 1. Model 3 shows the results for
Hypotheses 2 and 3, examining the two-way interaction effects as included in our
conceptual model. We find a significant positive interaction effect between causation
and effectuation (B = 0.496; p < 0.01). This result supports Hypothesis 2. For
environmental dynamism, we observe a significant negative interaction effect between
causation and environmental dynamism (B = -.165; p <.05). This result supports
Hypothesis 3. To further examine these interaction effects, we also probe them in

Figures 7.2 to 7.5.

174



Table 7.1 Means, standard deviations, maximum, minimum and bivariate correlations

Mean SD Min Max 1 2 3 4 5 6 7 8 9 10 11 12
1. Entrepreneurial o, 150 300 256 100
orientation
2. Causation 348 078 1.00 500 042* 1.00
3.Environmental .0 139 300 300 030%* 034* 1.00
Dynamism
4. Effectuation 319 053 140 4.60 024 037 028 1.00
5.Experimentation 243 099 1.00 500 0.16* 004 0.17% 0.56** 1.00
6. Affordable loss 373 092 1.00 500 003 008 008 056* 008 1.00
7. Flexibility 383 059 1.00 500 017 022 019* 050 002 034* 1.00
8. Objective pre- 280 1.04 1.00 500 022% 034* 024* 070%* 028 0.18* 0.19* 1.00
commitments
9. Goal pre- 316 094 1.00 500 013 042* 0.16* 060** 012 012 020% 030 1.00
commitments
10. Gender 108 027 100 200 -005 -0.03 003 017 005 012 007 0.18* 007 1.00
11. Manager-Owner 136 077 1.00 3.00 014 020 004 -001 005 002 005 -013 002 -0.02 1.00
12.Entrepreneurial o (0 o5 000 4200 012 002 005 -003 002 006 -001 -006 -0.09 004 -0.23* 1.00

experience

Variables are not mean centered. Entrepreneurial orientation and environmental dynamism are measured on a seven-point Likert scale
from -3 (“I strongly disagree) to +3 (“I strongly agree”). Causation, effectuation and its sub-dimensions are measured on a five-point Likert
scale from 1 (“I strongly disagree”) to 5 (“I strongly agree”). For gender, there are two categories; 1 = male; 2 = female. For manager-
owner, there are three categories; 1 = owner, 2 = self-employed, 3 = executive. For the current sample, we only focused on owners and
managers (that is, SMEs). Entrepreneurial experience is measured using the time since the entrepreneur first started a business (in years).
p *<.05; and p ** p <.01. Two-tailed significance. Sample size = 162.
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Table 7.2 Hierarchical linear regression

Outcome Model1l Model2 Model3 Model 4

Constant -462 -.184 .031 .051
(467) (427) (1418) (:423)

Control variables

Gender -225 -.285 -481 -497
(.352) (.325) (.321) (.325)

Manager-owner .292%* 173 197+ 197+
(.128) (.119) (117) (.117)

Entrepreneurial experience .020* 017+ 016+ 016+

(.010) (.009) (.009) (.009)
Direct effects

Causation A971FFF 447%* A4 5%*
(.128) (.127) (.127)

Effectuation 225 174 201
(.183) (.181) (.194)

Dynamism 136* 171 179**

(.067) (.067) (.070)
Two-way interaction effects

Causation*Dynamism -.165* -172*
(.079) (.081)

Causation*Effectuation 496** 449*
(.179) (218)

Effectuation*Dynamism -177 -159

(119)  (.128)
Three-way interaction effects

Causation*Effectuation*Dynamism -.037
(.095)

F-statistic 2.641+  7.895%** 7.043*** 6.319***

R? .048 255 282 .282

Adjusted R? .030 234 .253 .248

R2 change .048+ 186***  .060** .001

*<.1;*<.05; **p <.01; and *** p <.001. Dependent variable is Entrepreneurial
Orientation (EO). Standard errors in parentheses. VIF for all models < 2.10. For the
ease of interpretation, causation, effectuation and dynamism are mean-centered.
Listwise. Two-tailed. Unstandardized coefficients. Sample size = 162.

The interaction effect between causation and effectuation (Hypothesis 2) is visualized in
Figure 7.2. From this plot, we can conclude that the positive effect of causation on
entrepreneurial orientation is particularly strong when the company simultaneously
follows an effectuation strategy. To further examine this moderation effect, we used the
Johnson-Neyman technique (Hayes, 2012). Through bootstrapping, it provides the

values within the range of the moderator in which the association between causation
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and entrepreneurial orientation is significant. Figure 7.3 plots the effect of causation
given effectuation. The y-axis represents the moderator values (in this case,
effectuation), and the left x-axis the marginal effect of causation given effectuation. The
marginal effect is visualized by the full line. The dotted lines represent the 95%
bootstrap confidence intervals. As indicated by Berry et al. (2012), conditional effects
are significant when both confidence interval lines lie below or above zero. Figure 7.3
reveals that the marginal effect of causation is significant when effectuation reaches -
0.33 (or 2.86 without mean centering).21 For values of effectuation equal to or above -
0.33, the effect is not only positive, but also statistically (i.e., the confidence intervals do
not straddle at zero) and substantively (i.e., the marginal effect line is not flat)
significant. This is true for 67.9% of the observations. For effectuation values that are
lower than -0.33, the effect is statistically non-significant. Thus, although the effect sign
turns and ME(CAUS|DYN = HCmin) < 0, this effect is non-significant. Following Berry et
al. (2012), these results nuance our earlier results for Hypothesis 2. More specifically,
we find that the marginal effect of causation on entrepreneurial orientation is only

significant at high levels of effectuation.

21 Effectuation is measured on a five-point Likert scale, running from from 1 (“I strongly
disagree”) to 5 (“I strongly agree”). Thus, when the moderator value is 2.86 or above (that is,
almost value “neutral” or above on the five-point Likert scale), respondents answered that their
company follows effectual company development strategies. Our analysis thus shows that only
when the company simultaneously follows effectual and causal development strategies, there is
a positive effect on firm-level entrepreneurial orientation.
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Figure 7.2 Two-way interaction between causation and effectuation
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The interaction between causation and environmental dynamism (Hypothesis 3) is
visualized in Figure 7.4. From this plot, we can conclude that the positive effect of
causation on entrepreneurial orientation is particularly strong in stable environments.
To further examine this moderation effect, again, we used the Johnson-Neyman
technique (Hayes, 2012). Figure 7.5 plots the effect of causation given entrepreneurial
dynamism. This figure reveals that the marginal effect of causation is significant until
environmental dynamism reaches 0.88 (or 0.60 without mean centering).22 For values
of environmental dynamism under .88, the effect is not only negative, but also
statistically (i.e., the confidence intervals do not straddle at zero) and substantively (i.e.,
the marginal effect line is not flat) significant. This is true for 78.4% of the observations.
For environmental dynamism values equal to or higher than 0.88, the effect is
statistically non-significant. Thus, although the effect sign turns and ME(CAUS|DYN =
HCmax) < 0, this effect is non-significant. These results nuance our earlier results for
Hypothesis 3. More specifically, we find that the marginal effect of causation on

entrepreneurial orientation is only significant at low levels of environmental dynamism.

Finally, Model 4 (Table 7.2, see above) reveals that there is no significant three-way

interaction effect between causation, effectuation and environmental dynamism.

22 Environmental dynamism is measured on a seven-point Likert scale, ranging from -3 (“I
strongly disagree”) to +3 (“I strongly agree”). Thus, when the moderator value is below 0.60
(that is, below value “neutral” on the seven-point Likert scale), respondents answered that their
company must not change its marketing practices frequently, that the rate at which
products/services are getting obsolete in their industry is not very high, and that the modes of
production/service development do not often change in a major way. Our analysis thus shows
that only in such stable environments, the marginal effect of causation on entrepreneurial
orientation is significant.
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Figure 7.4 Two-way interaction between causation and environmental dynamism
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7.5 Discussion

Our empirical study provides the following results. We find that executives score higher
on entrepreneurial orientation than manager-owners. This nuances previous research
on entrepreneurial orientation, where a distinction between managers and owners
often is not made (for example, Lumpkin & Dess, 2001; Lyon et al., 2000). In most
studies, the sample consists of both manager/owners and top executives. We follow
Gartner (1990), who argues that ownership makes a difference in the manager’s
motivations and interests, and who provides evidence that this also applies to the level
of entrepreneurialism that the firm pursues. We also find that respondents with higher
levels of business experience score higher on the entrepreneurial orientation
dimensions. This is in line with studies showing that previous business experience
equips decision-makers with a positive attitude towards entrepreneurship, such as risk-
taking (Brockhaus, 1980). The firms that adopt a non-entrepreneurial stance are less
risk-averse, more innovative and more proactive in developing new markets and

business opportunities (Miller & Friesen, 1982).

We also find that following planned development strategies is positively related to the
degree of entrepreneurial orientation, ceteris paribus. Companies analyzing long-run
opportunities and selecting those target markets that are expected to yield the best
return while having a clear, planned and consistent vision, score higher on
entrepreneurial orientation. This corroborates previous research arguing that planning
positively relates to innovation success (Salomo et al., 2007), proactiveness (Brews &
Hunt, 1999) and risk-taking (Clausen et al., 2012). Our analysis also shows that planning
is of particular influence when it is combined with effectual development processes.
More specifically, we find that only when a company simultaneously follows causal and
effectual development strategies, entrepreneurialism thrives (see Figure 7.3). This is in
line with suggestions from He and Wong (2004), who argue that the true value of
exploration (which can be attained through effectual development strategies) and
exploitation (which can be attained through causal development strategies) is in their
interaction effect, not in their individual direct influences on company outcomes.
Moreover, Kraaijenbrink (2008) suggests that causation and effectuation are two

dimensions that should not be treated as two extremes. We follow this reasoning, but
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also find that effectuation and causation do not independently relate to entrepreneurial
orientation. More specifically, we find that simultaneously following causal and effectual
development strategies positively relates to the degree of entrepreneurial orientation.
This is in line with Andries et al. (2013), who show that different development
strategies can occur simultaneously. Their case-based analysis reveals that
simultaneous experimentation contains both elements from “causation” (or planning)

and “effectuation” (or action).

To further explore the interaction effects between causation and effectuation, we
performed two additional analyses: a conditional mediation analysis, which examines
the subsequent impact of entrepreneurial orientation on firm size; and a post hoc
analysis of the different effectual sub-dimensions. First, we examine the extent to which
the entrepreneurial orientation of the firm subsequently affects its performance, in
terms of firm size (in employment fte). It is a mediation model where strategic planning
(causation) first impacts the entrepreneurial orientation of the firm and subsequently
affects firm size (see Figure 7.6). In line with the previous model, we test for the

moderation effects of effectuation and environmental dynamism.

Figure 7.6 Conditional process: A mediated moderation
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We find that entrepreneurial orientation mediates causation, leading to larger SMEs. In
other words, a causal, strategic entrepreneurial logic of action enhances firm-level
entrepreneurial orientation, which in turn stimulates firm size. In line with a
contingency approach, we also find some interesting conditional relationships of causal
and effectual strategies with environmental dynamism. More specifically, the mediation
effect holds in a very stable environment, but is threatened as the environment becomes
more turbulent. In the latter case, effectuation appears to be a strategic logic of action

that can elevate the negative moderating role of environmental dynamism.

This result is suggested by a bootstrap technique performed through the PROCESS
macro (Hayes, 2012), which allows for examining moderations, mediations, and their
combined effects. A bootstrap creates fictive samples based on the actual sample and,
for each fictive sample, computes the impact of causation on firm size. It provides a
“confidence interval” (henceforth CI), which includes all the values of the causation
impact on firm size for each fictive sample. If the CI includes zero, it means that the
mediation is not realized: the bootstrap provides instances where the impact of
causation is null. If the CI includes coefficients that are all negative and different from
zero, then the mediation is considered to be negative and significant. Finally, if the CI
includes coefficients that are all positive and different from zero, then the mediation is
viewed as positive and significant, which is what we find (see Table 7.3), at least for
stable environments. In line with our contingency approach, results indicate that the
mediation holds in stable environments, but is threatened when these becomes more
turbulent. In this case, causation must be complemented by effectuation (see Table 7.3).
We show that in highly changeable environments where continuous change and
adaptability are required, there might be an increased need for entrepreneurs to
develop ambidextrous logics (that is, following both effectual and causal logics of

action).
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Table 7.3 Indirect effects of causation on firm size through the entrepreneurial
orientation of the firm

Direct effect

Effect Standard t p Confidence Confidence
Deviation Interval Lower Interval Upper
(SD) Limit (LLCI) Limit (ULCI)
1.926 22.648 0.085 0.932 -42.814 46.667

Conditional effect of Causation on firm size for different level of the moderators
(environmental dynamism and effectuation); moderators value equaled to the mean,
mean plus SD, mean minus SD

Mediator Dynamism  Effectuation Effect Boot SD Boot LLCI Boot ULCI

EO -1.399 -0.534 6.083 5.141 0.648 26.124
EO -1.399 0.000 8.538 6.362 1.270 31.419
EO -1.399 0.534 10.994 8.045 1.589 38.463
EO 0.000 -0.534 2.503 3.218 -0.381 15.204
EO 0.000 0.000 4,958 4.016 0.616 19.784
EO 0.000 0.534 7.414 5.664 0.962 27.378
EO 1.399 -0.534 -1.077  3.358 -13.017 2.830

EO 1.399 0.000 1.379 2.960 -1.801 12.019
EO 1.399 0.534 3.834 4.054 0.100 20.171

Second, to further explore the interaction effects between causation and effectuation,
we performed post hoc hierarchical regression analyses with the effectual sub-
dimensions. This is in line with conceptual arguments from researchers such as
Kraaijenbrink (2008), who point out that we should examine the various sub-
dimensions of effectuation instead of effectuation as a whole. Our reliability analysis
also suggested that analyses on the separate sub-dimensions might be more
appropriate; we found a Cronbach alpha of 0.519 for effectuation as a whole, and
Cronbach alphas of 0.634 or higher for the separate sub-dimensions. The results show
non-significant interaction effects for the sub-dimensions “experimentation”,
“affordable loss”, and “flexibility” (see Appendix 7.2). Interestingly, we do find positive
interaction effects for objective and goal pre-commitments (see Tables 7.4 and 7.5).
More specifically, we find that the ambidexterity effect of simultaneously following
causal and effectual development strategies particularly thrives when a company not

only opts for planned development strategies, but also for many (that is, scoring high on
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objective pre-commitments) and advantageous (that is, scoring high on goal pre-
commitments) networking relations. The interaction plots visualized in Figures 7.7 and
7.9 clearly show that the marginal effect of causation on entrepreneurial orientation is
much stronger when high levels of these pre-commitment dimensions are reached. The
Johnson-Neyman plots visualized in Figures 7.8 and 7.10 further unravel these

interaction effects.

In Figure 7.8, we see that the interaction effect of causation with objective pre-
commitments becomes significant when objective pre-commitments reach the value -
0.52 (or 2.28 without mean centering). Because objective pre-commitments are
measured on a five-point Likert scale ranging from +1 (“I totally disagree”) to +5 (“I
totally agree”), a value of 2.28 almost equates to an answer between “I disagree” and
“neutral”. In other words, the more frequent companies use many pre-commitments
and agreements, in combination with pre-defined causal development strategies, the
more entrepreneurial the company is. The significant interaction effect is true for 66.05
per cent of the observations in our sample. In a parallel fashion, Figure 7.10 visualizes
that the positive interaction effect between causation and goal pre-commitments
becomes significant when goal pre-commitments reach the value -1.04 (or 2.12 without
mean centering). Likewise, this equates to an answer between “I disagree” and
“neutral”. The more respondents answered that network contacts provided advantages
such as low-cost resources, capability expansion, alliances and product/service
provision, the stronger the positive interaction effect becomes. The significant

interaction effect is true for 83.9 per cent of the observations in our sample.

The reason that we only found positive interaction effects between causation and the
goal pre-commitment effectual sub-dimension can be explained as follows. As already
indicated by Kraaijenbrink (2008), Sarasvathy’s (2001) argument of cooperation and
competition does not seem to hold when examining strategy development in existing
firms. According to Sarasvathy (2001), causal development strategies always imply
competition, while companies engaging in effectual development strategies opt for
cooperation instead. By doing so, she (2001, p. 5) “puts away the broad literature on
alliances, interorganizational relationships, joint ventures and networks. While that

literature focuses on end-driven logic of action [as is the case for causal development
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strategies], it makes clear that firms make use of cooperative partnerships all the time
(e.g., Dyer & Singh, 1998; Ring & Van de Ven, 1994)”. Kraaijenbrink (2008) rightfully
concludes that “partnerships are essential for both the effectuation and the causation
model”. His arguments might explain why Chandler et al. (2011) found that the pre-
commitment construct loaded on both causation and effectuation. Although we do not
find such a cross-loadings in our study, our interaction effect does indicate that pre-
commitments might be more closely related to causation, in comparison with the other
effectual sub-dimensions.23 Thus, although Sarasvathy (2001) theoretically juxtaposes
both development strategies and argues that entrepreneurial firms choose for either
deliberately planning or trial-and-error development strategies, we find that an

interaction of deliberate planning and pre-commitments stimulates company outcomes.

To further examine the interaction effects between causation and effectuation, we
followed researchers such as Andries et al. (2013) and Read et al. (2009), who argue
that environmental dynamism has an impact on the level of causation or effectuation.
First, we examine whether and how environmental dynamism moderates the
relationship between causation and entrepreneurial orientation. In line with our
expectations, we find that causal development processes only work in stable
environments (see Figure 7.5). In addition, this supports the work of Chandler et al.
(2011), who state that causal planning processes such as calculating expected returns is
impossible in unstable environments. Also Sarasvathy (2001) posits that causation is
inappropriate in uncertain circumstances. Figure 7.5 shows that the marginal effect of
causation is significant until environmental dynamism reaches 0.88 (or 0.60 without
mean centering). This means that as long as the company is located within a stable
environment following a causal development strategy positively relates to higher

degrees of entrepreneurial orientation.

Besides the two-way interaction effect of causation and environmental dynamism, we
also examine the three-way interaction effect of causation, effectuation and
environmental dynamism. As shown in Table 7.2, this results in a non-significant three-

way interaction effect. Again, we re-ran the analyses with the effectual sub-dimensions.

23 Important to note is that Chandler et al. (2011) only performed an analyses on our “objective pre-
commitments” dimension, and not on “goal pre-commitments”.

186



Here, we find that the two-way significant interaction effect of causation and objective
pre-commitments is unaffected by the level of environmental dynamism. We do find
that the interaction effect of causation and goal pre-commitments is influenced by the
degree of dynamism within the environment. More specifically, Figure 7.11 shows that,
particularly within stable environments, high levels of pre-commitments that are
strategically advantageous for the firm further amplify the positive effect of causation
on entrepreneurial orientation. The Johnson-Neyman analysis shows that there is a
significant interaction effect of causation and goal pre-commitments until
environmental dynamism reaches the value 0.58 (or 3.74 without mean centering).
Consequently, as long as the companies in our sample are located within a stable
environment, goal pre-commitments can further amplify the positive effect of causation.
This contradicts Andries et al. (2013), who argue that, under uncertainty, a
simultaneous focus on action and planning might increase company performance. Our
results suggest that a simultaneous focus might increase company outcomes, such as the
level of entrepreneurial orientation, only within stable environments. Moreover, we
unravel Read et al. (2009), who advocate a simultaneous use of causal and effectual
development strategies, depending on the level of uncertainty. More specifically, we find
that only when environmental uncertainty is low (in our case, measured through

environmental dynamism), a simultaneous focus on effectuation and causation pays off.
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Table 7.4 Hierarchical linear regression for effectual dimension objective pre-
commitments

Outcome Modell Model5 Model12 Model 13
Constant -462 -.197 -117 .003
(-467) (-428) (-424) (-428)
Control variables
Gender -.225 -.273 -391 -490
(.352) (.328) (.326) (.330)
Manager-owner .292%* 174 225+ 227+
(.128) (.124) (.122) ((121)
Entrepreneurial experience .020* 017+ .016* .016*
(.010) (.009) (.009) (.009)
Direct effects
Causation 523k 416** 435%*
(.140) (.141) (.140)
Experimentation 133 .094 .094
(.093) (.093) (.092)
Affordable loss -.081 -.097 -.080
(.103) (.101) (.101)
Flexibility .186 173 218
(.162) (.158) (.159)
Objective precommitments .106 137 168+
(.101) (-100) (.101)
Goal precommitments -.082 -.055 -.069
(.105) (.104) (.103)
Dynamism 117+ .152* 196**
(.068) (.068) (.073)
Two-way interaction effects
Causation*Dynamism -.185* -.206*
(.081) (.081)
Causatlon.* Objective 917% 151
precommitments
(.087) (.096)
>|(<)bjectiv'e precommitments 017 004
Dynamism
(.067) (.068)
Three-way interaction effect
Causation*Dynamism* Obj precom -.095
(.058)
F-statistic 2.641+ 5.173***  5.064***  4.947***
R2 .048 255 .308 320
Adjusted R? .030 206 247 255
R? change .048+ 207 .053* 012

*<.1;*<.05; *p <.01; and *** p <.001. Dependent variable is Entrepreneurial Orientation (EO).
Standard errors in parentheses. VIF for all models < 1.737. For the ease of interpretation, causation,
effectuation and dynamism are mean-centered. Listwise. Two-tailed. Unstandardized coefficients.
Sample size = 162.
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Figure 7.7 Two-way interaction between causation and objective pre-
commitments
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Table 7.5 Hierarchical linear regression for effectual dimension goal pre-
commitments

Outcome Model1 Model5 Model14 Model 15

Constant -462 -197 .002 .059
(.467) (-428) (-418) (-415)

Control variables

Gender -.225 -.273 -448 -526
(.352) (.328) (.322) (.321)

Manager-owner 292 174 170 .183
(.128) (.124) (.121) (-120)

Entrepreneurial experience .020* 017+ 015+ 017+

(.010) (.009) (.009) (-009)
Direct effects

Causation 523Hxx 603*** 589
(.140) (.145) (.144)
Experimentation 133 .081 .095
(.093) (.092) (.091)
Affordable loss -.081 -.088 -.061
(.103) (.100) (.100)
Flexibility .186 123 137
(.162) (.157) (-156)
Objective precommitments 106 129 126
(.101) (.097) (.096)
Goal precommitments -.082 -.090 -.052
(.105) (.103) (.103)
Dynamism 117+ .138* .190**

(.068) (.066) (.071)
Two-way interaction effects

Causation*Dynamism - 138+ -.201*
(.075) (.081)

Causation* Goal precommitments 296%* .258*
(.105) (.105)

*G];)al pre_commltments -109 -098
ynamism

(.072) (.072)
Three-way interaction effects

Causation*Dynamism* Goal

-.124*
precom

(.072)
F-statistic 2.641+ 5.173***  5358***  5352%**
R2 .048 .255 320 .338
Adjusted R? .030 206 .260 275
R? change .048+ 207%** .065** .018*

*<.1;*<.05; * p <.01; and *** p <.001. Dependent variable is Entrepreneurial Orientation
(EO). Standard errors in parentheses. VIF for all models < 1.831. For the ease of
interpretation, causation, effectuation and dynamism are mean-centered. Listwise. Two-
tailed. Unstandardized coefficients. Sample size = 162
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Figure 7.9 Two-way interaction between causation and goal pre-commitments
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Figure 7.11 Three-way interaction between causation, goal pre-commitments and
environmental dynamism
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7.6 Conclusion

This chapter examines the relationships between (un)planned logic of action,
environmental dynamism and firm-level entrepreneurial orientation. We find that prior
planning results in a higher degree of entrepreneurialism in stable environments. Thus,
in such environments, entrepreneurial firms benefit from following causal thinking
processes during strategy development. The study also shows that, within stable
environments, interaction effects between causal and effectual development processes
take place. More specifically, simultaneously opting for planned thinking processes and
high amounts or strategically advantageous pre-commitments further stimulates the
degree of entrepreneurialism. In contrast, causal development processes are positively
associated with entrepreneurial orientation within unstable environments. In an
unstable environment, strategically advantageous pre-commitments are unable to
further amplify the positive effect of planned logic of action on entrepreneurial

orientation. Finally, this study also shows that the amount of pre-commitments and its
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interaction effect with causal thinking processes are unaffected by the degree of

environmental dynamism.

With this chapter, we envision three overarching contributions to the literature and
practice. While discussing these contributions, we also suggest some recommendations
for future research. First, Chandler et al. (2011) suggest at the end of their scale-
development paper that pre-commitments should not only be measured by examining
the amount and frequency of the company’s pre-commitments, but also by a deeper
understanding of the strategically relevance of these pre-commitments. More
specifically, they suggest to add such items as “Network contacts provided low cost
resources” and “By working closely with people/organizations external to our
organization we have been able to greatly expand our capabilities”. This goes against
research from authors like Read et al. (2009), who do refer to the “number of links” and
“the commercialization possibilities with partners”, but do not make an explicit
subdivision between both sub-dimensions and their influence on company outcomes.
Interestingly, Clausen et al. (2012) do use Chandler et al.’s (2011) additional items in an
empirical test, reporting two separate pre-commitment factors. Our factor analyses
confirm this. Future researchers might continue working with these two separate sub-

dimensions.

Second, although only sporadically used in research, Wiltbank et al. (2009) advocate
that the idea of unplanned logic of action is also appropriate for strategy development in
established companies (for example, product or service development). Unfortunately,
research in this area is very limited (Johansson & McKelvie, 2012). An exception is the
work by Brettel et al. (2012), which demonstrates that effectual principles are
employed in corporate R&D projects. Our study shows that effectual and causal thinking
processes do not only apply to new venture development, but also to subsequent
company development, including product and service development. Given the very
limited number of studies on causal and effectual development strategies during

company development, we urge future research to examine this further.

Third, although there are some studies examining the antecedents and influencers of
causation and effectuation, only few researchers have focused on their outcomes (Perry

et al.,, 2012). Our study shows that the interplay between causation, effectuation and
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environmental dynamism has an impact on company outcome measures such as
entrepreneurial orientation. Although it is widely acknowledged that there is a positive
association between entrepreneurial orientation and objective company outcome
measures, such as sales growth (Wiklund & Shepherd, 2005), this has not yet been
examined in relationship to causal and effectual development strategies. Following
Wiklund and Shepherd (2005), we suggest that future research adds internal company
and respondent characteristics to the configurational model. The impact from
entrepreneurial orientation on company performance may not only differ depending on
external factors surrounding environmental dynamism, but also on internal company
factors, such as access to capital (Wiklund & Shepherd, 2005). Closely linked with the
study of psychological factors, one might also argue that effectuation and causation are
not deliberate development strategies, but entrepreneurial traits. It has been
established that psychological factors of preference to planning impact upon
subsequent planning logic of action in the company (Stewart et al., 1998). Future
research may also unravel the degree of this influence. In the next chapter, we take a
first step toward a comprehensive multi-level configurational analysis of SME
performance, including measures of entrepreneurial traits, firm-level strategies, and

environmental characteristics.

194



Appendix 7.1: Measurement scales

Table 7.1.1 Measurement scales for dependent and independent variables

Variable Items

Entrepreneurial In general, my business favors a strong emphasis on R&D,

orientation - technological leadership and innovations

Innovativeness In the last three years, my business has marketed very many new
lines of products or services
In the last three years, changes in product or service lines have
been usually quite dramatic

Entrepreneurial In dealing with its competitor, my business typically initiates

orientation - action to which competitors then respond

Proactiveness In dealing with its competitor, my business is very often the first
business to introduce new products/services, administrative
techniques, operating technologies, etc.

Entrepreneurial In general, my business has a strong proclivity for high risk

orientation - projects (with chances of high returns)

Risk-taking

Causation

Experimentation

Affordable loss

Flexibility

Owing to the nature of the environment, bold, wide-ranging acts
are necessary to achieve the firm’s objectives

When confronted with decision-making situations involving
uncertainty, the firm typically adopts a bold, aggressive posture
in order to maximize the probability of exploiting potential
opportunities

We analyzed long run opportunities and selected what we
thought would provide the best return

We designed and planned business strategies

We organized and implemented control processes to make sure
we met objectives

We researched and selected target markets and did meaningful
competitive analysis

We had a clear and consistent vision for where we wanted to end
up

We designed and planned production and marketing efforts
The product/service that we now provide is NOT essentially the
same as originally conceptualized.

The product/service that we now provide is substantially
different than we first imagined

We were careful not to commit more resources than we could
afford to lose

We were careful not to risk more money than we were willing to
lose with our initial idea

We were careful not to risk so much money that the company
would be in real trouble financially if things didn't work out

We allowed the business to evolve as opportunities emerged
We adapted what we were doing to the resources we had
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Objective pre-
commitments

Goal pre-
commitments

Environmental
dynamism

We were flexible and took advantage of opportunities as they
arose

We avoided courses of action that restricted our flexibility and
adaptability

We have used a substantial number of pre-commitments and
agreements with customers, suppliers and other organizations
and people

We used pre-commitments from customers or suppliers as often
as possible

Network contacts provided low cost resources

By working closely with people/organizations external to our
organization we have been able to greatly expand our capabilities
We have focused on developing alliances with other people and
organizations

Our partnerships with outside organizations and people play a
key role in our ability to provide our product/service

My company must change its marketing practices frequently (e.g.,
semi-annually)

The rate at which products/services are getting obsolete in my
industry is very high

The modes of production/service development change often in a
major way
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Appendix 7.2: Post-hoc hierarchical linear regressions sub-
dimensions effectuation

Table 7.2.1 Hierarchical linear regression for effectual dimension

experimentation

Outcome Model1l Model5 Model 6 Model 7

Constant -462 -197 .026 .022
(.467) (.428) (.436) (.437)

Control variables

Gender -.225 -273 -.506 -.516
(.352) (.328) (.338) (.339)

Manager-owner 292% 174 214+ 221+
(.128) (-124) (.123) (-124)

Entrepreneurial experience .020* 017+ .019* .019*

(.010) (.009) (.009) (.009)
Direct effects

Causation S523%E 436%* 438**
(-140) (.141) (-141)
Experimentation 133 120 127
(-093) (.093) (.094)
Affordable loss -.081 -.089 -.088
(-103) (.101) (.102)
Flexibility .186 154 134
(.162) (.160) (.163)
Objective precommitments .106 127 129
(.101) (.099) (-100)
Goal precommitments -.082 -.108 -.097
(-105) (.104) (.106)
Dynamism 117+ .150* 157*

(.068) (.068) (.069)
Two-way interaction effects

Causation*Dynamism -173* - 172*
(.071) (.071)

Causation*Experimentation 160 151
(.100) (.101)

Experimentation *Dynamism -.014 -.006

(.061) (.063)
Three-way interaction effect

Causation*Dynamism*Experimentation -.042
(.063)

F-statistic 2.641+  5.173** 4.676*** 4.357***

R?2 .048 .255 291 293

Adjusted R? .030 206 229 226

R? change .048+ 207 036+ .002

+<.1;*<.05; **p <.01; and *** p <.001. Dependent variable is Entrepreneurial Orientation (EO). Standard errors
in parentheses. VIF for all models < 1.572. For the ease of interpretation, causation, effectuation and dynamism are
mean-centered. Listwise. Two-tailed. Unstandardized coefficients. Sample size = 162.
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Table 7.2.2 Hierarchical linear regression for effectual dimension affordable loss
Outcome Modell Model5 Model8 Model 9
Constant -462 -197 -100 -014

(1467) (1428) (424) (1432)

Control variables

Gender -.225 -.273 -376 -423
(.352) (.328) (.327) (-330)
Manager-owner 292%* 174 194 173
(.128) (.124) (.123) (:125)
Entrepreneurial experience .020* 017+ .020* .019*
(.010) (.009) (.009) (-009)
Direct effects
Causation 523Hxx 496** 514%x*
(.140) (.143) (.144)
Experimentation 133 120 118
(.093) (.092) (-092)
Affordable loss -.081 -107 -.082
(.103) (.102) (.105)
Flexibility 186 156 207
(.162) (.161) (.168)
Objective precommitments 106 110 113
(.101) (.099) (-099)
Goal precommitments -.082 -120 -117
(.105) (.104) (.104)
Dynamism 117+ 125+ 129+

(.068) (.068) (.068)
Two-way interaction effects

Causation*Dynamism -127+ - 132+
(.071) (.071)

Causation*Affordable Loss -.028 -.095
(.118) (.134)

Affordable Loss *Dynamism -111 -.097

(.068) (.069)
Three-way interaction effect
Causation*Dynamism*Affordable

-.065
loss

(.062)
F-statistic 2.641+ 5.173*%*  4.769***  4.509***
R2 .048 .255 .295 .300
Adjusted R2 .030 206 233 234
R? change .048+ 207 .040* .005

*<.1;*<.05; **p <.01; and *** p <.001. Dependent variable is Entrepreneurial Orientation
(EO). Standard errors in parentheses. VIF for all models < 1.747. For the ease of
interpretation, causation, effectuation and dynamism are mean-centered. Listwise. Two-
tailed. Unstandardized coefficients. Sample size = 162.
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Table 7.2.3 Hierarchical linear regression for effectual dimension flexibility
Outcome Modell Model5 Model10 Model 11
Constant -462 -197 -108 -114

(1467) (1428) (-430) (.435)

Control variables

Gender -.225 -273 -.381 -.380
(.352) (.328) (.332) (.333)
Manager-owner 292%* 174 210+ 212+
(.128) (.124) (.124) (.125)
Entrepreneurial experience .020* 017+ .019* .019*
(.010) (-009) (-009) (.009)
Direct effects
Causation 523 A462%* 459%*
(.140) (.141) (.145)
Experimentation 133 115 117
(.093) (.093) (.094)
Affordable loss -.081 -.085 -.087
(-103) (-102) (.105)
Flexibility .186 .180 175
(.162) (.167) (.173)
Objective precommitments .106 123 123
(.101) (.100) (.101)
Goal precommitments -.082 -102 -101
(.105) (.105) (.106)
Dynamism 117+ 137* 136*

(.068) (.069) (.069)
Two-way interaction effects

Causation*Dynamism -157* -157*
(.074) (.074)

Causation* Flexibility 122 130
(.159) (.177)

Flexibility *Dynamism -.083 -.080

(:125) (.128)
Three-way interaction effect

Causation*Dynamism* Flexibility .008
(.079)

F-statistic 2.641+ 5.173*%%  4.475%%  47128%**

R2 .048 255 .282 .282

Adjusted R? .030 206 219 214

R? change .048+ 2Q7%** .027 .000

*<.1;*<.05; ** p <.01; and *** p <.001. Dependent variable is Entrepreneurial Orientation
(EO). Standard errors in parentheses. VIF for all models < 2.369. For the ease of
interpretation, causation, effectuation and dynamism are mean-centered. Listwise. Two-tailed.
Unstandardized coefficients. Sample size = 162.
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Chapter 8

Fit
Environment, entrepreneur, strategy and
performance:

8.1 Introduction

According to the emerging behavioral strategy perspective, strategic management
theory should be grounded in realistic assumptions about human cognition, emotion
and social interaction of managers in order to improve its empirical integrity and
practical usefulness (Powell et al., 2011). This claim is motivated by the fact that
strategy scholars pay insufficient attention to the human characteristics of managers as
executors of firm strategy, and tend to focus on the study of strategic fit with the
environment (Miles & Snow, 1978, 2003). Of course, the upper echelon tradition has
extensively and repeatedly pointed out that the individual characteristics of top
managers are key determinants of organizational strategic choices, and so of
organizational outcomes (Hambrick & Mason, 1984; Hambrick, 1989). However, many
prior studies in strategy research lack awareness in observing the fit of the human
characteristics of managers, strategy and environment, and its impact on firm
performance. Most studies are used to address a standard research question regarding
which strategy and structure fits with which environment (e.g., Doty et al., 1993; Fiss,

2007, 2011; Ketchen et al,, 1993; White, 1986).

In the current study, we explore a configurational approach to SME performance
inspired by this behavioral strategy perspective. Specifically, the central research

question of this Chapter 8 is: “Which managerial personality traits linked to a particular

24 Some of the research material presented in this chapter refers to a working paper of the SMESESAP
team: Ramdani, D., van Witteloostuijn, A., Dejardin, M., Hermans, ]., & Vanderstraeten, J. (2014), Fit
analysis between personality traits, strategy and environmental dynamism. Working paper.
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strategy result in high organizational outcomes?” We examine which configurations
(sets of different causal conditions) of personality traits, strategy profiles and
environmental features lead to high organizational performance. White (1986) has
underlined that each business strategy implies different organizational requirements,
affecting the variety of jobs (tasks) executed by managers, which is different from one
business strategy to another. In other words, each business strategy implies a different
“job description” for managers. Moreover, we argue that each business strategy
requires different personality characteristics of the key decision-makers in the firm'’s

upper echelon in order to achieve high organizational performance.

Our study contributes to traditional thought in strategic management, which argues that
a fit between a firm's strategy and its environment is essential in producing the best
outcomes (Hrebiniak & Joyce, 1985). We argue that the personality characteristics of
managers should be added into the strategy-environment fit model. Consequently, we
should evaluate the fit between the manager's personality characteristics, the firm’s
strategy features and environmental dimensions simultaneously, to establish which
configurations lead to high firm performance. We theorize that a firm implementing a
cost leadership strategy within a stable environment requires a manager scoring high
on consciousness. This translates into high firm performance. In contrast, a firm
implementing a product differentiation strategy within dynamic environment needs a
manager with a high openness to experience score to result in high firm performance.
Our empirical evidence partly supports this theoretical viewpoint, in showing that
openness to experience is an important personality trait not only for a firm
implementing product differentiation strategy within a dynamic environment, but also
for a venture implementing a cost leadership strategy within a stable environment.
Furthermore, our evidence shows that conscientiousness is an important personality
trait for the firm implementing either a cost leadership or product differentiation

strategy within a stable environment.

We focus on SMEs, as the entrepreneurial personality is directly linked to all aspects of
the venture’s operation in such smaller organizations - much more so than in larger
enterprises. Moreover, in so doing, we offer a further contribution by bringing the

behavioural configurational approach to the entrepreneurship literature. Empirically,
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ewe combine data from the first and second wave of the Belgian SMESAP survey, and
link these with performance data from secondary sources. Hence, the analyses
presented in the current chapter is comprehensive theoretically, by developing a multi-
level configurational perspective, and empirically, by merging data from different
SMESESAP sources. Methodologically, we introduce a novel method to the
entrepreneurship literature: Qualitative Comparative Analysis (QCA). As we will argue
below in greater detail, QCA is highly appropriate for the examination of configurations

with data from smaller samples.

8.2 Theory

Personality and social psychologists have a long tradition of examining the effects of
person-situation fit on individual employee outcomes such as job satisfaction, work
attitudes, job stress, intention to quit and work performance (Bretz & Judge, 1994;
Bright, 2007; Caldwell & O'Reilly, 1990; Kristof, 1996; O'Reilly, 1977; Tziner, 1987;
Vancouver & Schmitt 1991). Prior studies in the person-situation fit research field
usually investigate the fit between personality traits and job characteristics, or between
personality traits and organizational characteristics. Those two types of fit have been
widely investigated, with the main focus being dedicated to seeking how personality
dimensions can fit with a particular job and organizational characteristic(s). A typical
study in this domain involves an individual employee’s goals, values, needs, interests
and personality traits, compared with specific job characteristics, as well as variables

regarding the organization’s culture, pay system, size, structure, and value system.

By and large, our theoretical framework is grounded in behavioral strategy theory
(Powell et al,, 2011), emphasizing the importance of human cognition, emotion, and
social interaction in strategy research. We bring the logic of person-job fit typically used
by human resource scholars to the table, and merge this with behavioral strategy theory
in order to examine person-job fit at a managerial level in the context of SME
performance. Moreover, our study also takes into account the strategy-environment fit
notion from traditional contingency theory. Thus, the current study examines a

manager’s personality traits, and assesses whether they fit with the strategy
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implemented by the firm in a particular environment. The key idea is that in order to
attain higher performance, there must not only be a person-job fit, but also a strategy-
environment fit. Each strategy implemented in a specific environment thus requires
different personality characteristics at the managerial level. Our overall model is

visualized in Figure 8.1.

Figure 8.1 Empirical model

Person [T Job % Strategy [7 Environments
.| Characteristics I

8.2.1 Strategy-environment fit

Hrebiniak and Joyce (1985) provide a theory to predict which strategy results in
optimal organizational performance in the context of a particular environment. Their
theory contends that the fit between the firm's strategy and the environment is key to
achieving optimal performance. There are two contrasting perspectives with regard to
environmental determinism, and two contrasting conditions with regard to the strategic
choices the firm has. This results in a two-by-two matrix with four quadrants (see
Figure 8.2). Quadrant I reflects the case where environmental determinism is high and
the strategic choices available for firms are very limited. Firms cannot control
exogenous factors. Under this condition, firms should adapt to the environment, or they
are selected out, as studied extensively in the population ecology tradition (Hannan &
Freeman, 1977). The market structure forces firms to be price-takers, and does not
leave much (or any) room for differentiation. Consequently, firms cannot but follow cost

leadership strategies. In Quadrant II, environmental determinism is still high, but
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strategic choices available for firms are high in number as well. This is typical in
turbulent environments with high regulation. Firms have to deal with a number of
restrictions, but likewise have the freedom to follow their own strategic choices in other
areas. In this type of environment, firms can decide to follow differentiation or cost
leadership strategies, trying to control those areas that are malleable. An example of
this are large multiproduct/multidivisional enterprises in highly regulated industries.
Market concentration in this type of environment is high, with a few large firms
operating within broad market niches, and a larg(er) number of small(er) fringe firms
serving tight market niches. The large firms usually adopt a differentiation strategy,

whereas small(er) firms use a focus strategy approach.

Figure 8.2 Strategy-environment fit

Environmental determinism
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Source: adapted from Hrebiniak, L. G., & Joyce, W. F. (1985). Organizational adaptation:
Strategic choice and environmental determinism. Administrative Science Quarterly,
30(3), p- 339.
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Furthermore, Hrebiniak and Joyce (1985) add two other quadrants with low
environmental determinism. In Quadrant III, strategic choice discretion is high and
determinism is low. In such environments, strategy-makers can freely choose how to
differentiate themselves from others. Resources are abundantly available, which allows
companies to be proactive and opportunistic. In this type of environment,
organizational innovation and other proactive behaviors are essential for enterprises to
adapt in a pluralistic environment in which movement within and between market
niches are not highly constrained by entry and exit barriers. Finally, Quadrant [V
features both low environmental determinism and low strategic choice. Here, ventures
tend to lack strategic choice despite a paucity of external constraints. Accordingly,
adaptation is achieved by chance, because firms do not have much room to invoke a
strategy that is able to take advantage of the opportunity afforded by these favorable

environmental conditions.

8.2.2 Person-strategy-environment fit

Strategy-environment fit scholars ignore the central role that managers play in
formulating and implementing strategy, which affects the likelihood of a particular
strategy achieving high firm performance. Taking a person fit perspective, individual
characteristics of managers should fit with a strategy that the firm has committed to in
order to increase the likelihood of effective implementation. The reason is that because
each business strategy implies a variety of organizational types (White, 1986) and job
characteristics for the managers, each strategy can be expected to require different
types of managerial personality traits. Consequently, the fit of managers and strategies
is one extra dimension of a multi-dimensional fit that should be examined, together with

and on top of the fit of strategy and environment.

White (1986) developed a typology of generic business strategies and organizational
requirements, arguing that each strategy implies a different type of work. Accordingly,
the different types of work may require different personality characteristics of the
managers in line with the strategy to be implemented by the firm in order to achieve

optimal performance (see Table 8.1).
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Table 8.1 Organizational and managers' job characteristics and strategies

Strategy profiles Cost leadership Product
differentiation
Environmental features Stable Dynamic

Organizational characteristics

¢ Organization structure Centralized-functional Shared-matrix

¢ Coordination system Hierarchical Crossed-functional
¢ Control system Tight Easy

e Reporting Frequent Rare

e Employee autonomy Low High

e Production orientation Quantity Quality

HEXACO personality traits
e Conscientiousness High
¢ Openness to Experience High

The human resource management literature focuses on person-organization fit and
person-job fit (Chatman, 1989; Kristof, 1996). This approach mainly concerns the study
of antecedents and consequences of compatibility between people and their respective
organization. The main argument is that each organization/job has its own
characteristics requiring particular individual traits to realize the best individual
outcome performance. We use the person-organization/job fit argument to examine the
fit between individual managers' characteristics and firm strategy, assuming that each
strategy implies different organizational and managerial job characteristics. To achieve
high firm performance, we argue that different personality characteristics of the
managers should match with the firm'’s strategy, which creates different managers' job

characteristics for each strategy employed.

Table 8.1 summarizes six different attributes of organizational characteristics for each
strategy: organization structure, coordination system, control system, reporting,
employee autonomy, and production orientation. A cost leadership strategy focusing on
achieving and maintaining a low cost per unit in a stable environment requires a careful
and detailed production plan, with implementation not deviating from this plan as this
would imply an increase of cost per unit. Products, modes of production, technologies

and other aspects linked to strategy implementation have been standardized, which
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allows employees to follow them in detail. In these circumstances, an organizational
structure that fits with this strategy is referred to as a functional-centralized form. A
coordination system within a typical firm is hierarchical in nature, where higher-level
units coordinate and govern lower-level ones. Lower-level units should frequently
report progress to the higher levels. The autonomy of employees in this system is very
low because there is little room for improvisation. The whole production process in the
firm is intended to achieve the quantity of products in time, as stipulated in the detailed
production plan. In addition, managers working for a firm that implements a cost
leadership strategy should pay significant attention to operational details; controlling
the cash flow mechanisms to ensure that costs remain within the agreed budget
parameters and production plans, keeping overhead costs to a minimum. Consequently,
these managers are expected to rigorously implement the plans as agreed upon, in

order to reach targets such as those related to cost and production.

Given those different organizational and managerial job characteristics, a cost
leadership strategy requires managers who have a high conscientiousness score. Costa
and McCrae (1992) argue that conscientious people are ambitious, practical and
persistent, as well as scrupulous, careful, persistent and neat. Goldberg (1990) adds that
conscientious individuals tend to be controlled, rule-bound, cautious, meticulous,
orderly and risk-averse. Correspondingly, Judge and Cable (1997) argue that people
with a high conscientiousness score tend to be detail- and outcome-oriented, but less
attracted to innovative activities. We therefore conclude that the HEXACO personality

trait of the managers best suited to a cost leadership strategy is conscientiousness.

Hypothesis 1 (H1): A firm operating in a stable environment should employ a cost
leadership strategy, which subsequently requires managers with a high

consciousness score to result in high firm performance.

Furthermore, a product differentiation strategy aimed at constantly interacting with a
dynamic environment requires managerial abilities suited to design products/services
that meet unique consumer needs and to anticipate any environmental changes through
engaging in continuous adaptation activities. Subsequently, production modes,
technologies and other technical features have to be continuously reviewed to be able to

create consumer values able to anticipate and react to environmental dynamism. The
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key here is adaptation, which requires the ability to predict, feel and respond to the
environmental change. To do this, in comparison to a cost leadership strategy, the
appropriate form of organizational structure is a shared-matrix organization in which
the division of labor is distributed across a complex structure. Coordination within this
complex structure is cross-functional, requiring well-developed skills to coordinate and
control lower-level units and employees. Reporting mechanisms from the lower to
upper levels in a firm implementing product differentiation strategies are less frequent
vis-a-vis those within firms adopting a cost leadership strategy. Employee autonomy in
a firm adopting a product differentiation strategy is very high in comparison to a firm
with a cost leadership strategy. The product orientation of product differentiation
ventures is quality. Consequently, all production efforts focus on ensuring that quality

standards maintain the level needed to maximize customer loyalty.

Because of such a wide variety of organizational and managerial characteristics within a
product differentiation firm, managers should score high on openness to experience.
Managers working for a firm that implements a product differentiation strategy should
be able to organize employees and lower-level units in a flexible manner, meaning that
they should be able to provide a balance between leadership and autonomy for
employees / lower-level units. As such, both creativity and a supervision are necessary
to ensure that this creativity does not deviate far from firm policy (Barney & Hesterly,
2006, p. 104). Managers should be open-minded to have a serious look at any useful
ideas that allow the firm to adapt to the constant challenges, and to change within a
dynamic environment. In dynamic environments, product designs, distribution and
delivery systems, and modes of production should anticipate to the dynamic nature of
customer needs, technological progress and market competition. Costa and McCrae
(1992) describe that open individuals are imaginative, original, unconventional and
independent. McCrae (1987) argues that individuals with a high openness to experience
score are positively associated with divergent thinking and creativity, which are basic
prerequisites for a manager’s personality in firms implementing a product
differentiation strategy. Damanpour (1991) adds that openness is closely related to
willingness to change, which highly correlates to organizational innovation. Another
important individual attribute embedded in open people is autonomy, which is an

important attribute for creativeness, especially of importance in an innovative
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organizational culture. Empirically, e.g., O'Reilly et al. (1991) find that autonomous

people are positively associated with a preference for innovative cultures.

Hypothesis 2 (H2): A firm operating in a dynamic environment should employ a
product differentiation strategy, which requires managers with a high openness to

experience score to result in high firm performance.

Our solutions, as defined in QCA (see below), are derived from the assumptions that the
presence of cost leadership and product differentiation strategies’ causal conditions
lead to a positive employment growth outcome. The assumptions are backed by the
generic business strategy literature, arguing that a firm should take a clear strategy
position with either a low cost or innovative product approach; otherwise, it will be
stuck in the middle (Porter, 1985). The other assumptions we apply to our fs/QCA
analysis (see below) are that firm size and environmental dynamism can be either

present or absent to lead to the positive employment growth outcome.

8.3 Data and measures
8.3.1 Sample

Our data include 142 top executives and owner-managers of companies in Belgium. For
the sample used in this chapter, we use data from micro (that is, 9 or fewer employees),
small (that is, 10-49 employees), medium (that is, 50-249 employees) and large (that is,
250 employees or more) firms. All data have been collected through the two survey
waves and the workshop, as described in Chapter 3 (methodological toolkit). During the
first questionnaire wave (November-December 2012), we collected information about
the companies' strategy and environmental dynamism. During the workshops (summer
2013), we collected data regarding the HEXACO personality traits. Finally, during the
second questionnaire wave (November-December 2013), we collected information
concerning firm performance. We used a unique link sent to each respondent, enabling
us to track each of them. As a consequence, we can link their personal information
(name and e-mail address) with firm characteristics (Belgian value added tax; VAT

number).
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8.3.2 Variables

Outcome variable

Our outcome variable is firm performance taken from our second questionnaire wave in
November-December 2013. Firm performance is derived from the questionnaire item:
"Compared to 2012, the current number of employees (fulltime equivalent)....". The
possible answers for this question are "increased"”, "stayed about the same" and
"decreased", for which we use the codes -1, 0 and 1, respectively. We calibrate the
outcome variable using a threshold for full-membership if it is -1 (increased), and non-
membership if it 1 (decreased). The cross-over point for firm performance is 0 (stayed

about the same).

Causal condition

The causal conditions in the current study are generic business strategy (i.e., cost
leadership and product differentiation strategies), environmental dynamism, and two
HEXACO personality traits (i.e., conscientiousness and openness to experience). Our
generic business strategy scales include two relevant and adapted items for cost
leadership and four for product differentiation from Homburg et al. (1999). Our survey
asked the following: "Please indicate how often your company implements the following
business strategies". The questions to measure leadership cost strategy are: "We
produce our services/products at lower costs"; and "We set the prices below our
competitors”. The questions to capture product differentiation strategy are: "We build
up a premium product/service and brand images"; "We create superior customer value
through (additional) services that complement the existing products/services"; "We
obtain high prices from the market through superior products/services"; and "We pay a
lot of attention to the development of new products/services". The answers for all
scales are measured using a five-point Likert scale, ranging from never (1) via
sometimes (3) to always (5). The Cronbach's alpha for the cost leadership scale is 0.62,
and for product differentiation scale is 0.72 (see Table 8.2). We calibrate our strategy
measures using a threshold 5 (always) for full membership, 3 (sometimes) for a cross-

over point, and 1 (never) for full non-membership.
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The environmental dynamism scale involves three items (on a seven-point Likert scale)
from Miller and Friesen's (1982) scale. Our survey asked the following: "Please indicate
whether the following statements apply to your company". The three items are: "My
company must change its marketing practices frequently (e.g., semi-annually)"; "The
rate at which products/services are getting obsolete in my industry is very high"; and
"The modes of production/service development change often in a major way". Answers
are measured using a seven-point Likert scale, going from totally agree (3) via neutral
(0) to totally disagree (-3). The Cronbach's alpha for environmental dynamism is 0.78
(see Table 8.3). We calibrate environmental dynamism using a threshold 3 (totally
agree) for full membership, 0 (neutral) for a cross-over point, and -3 (totally disagree)

for full non-membership.

We use two dimensions of the six HEXACO personality traits: conscientiousness and
openness to experience. Conscientiousness is a personality trait reflecting how far a
person is able to organize her or his time and physical surroundings, is able to work in a
disciplined way toward goals, strives for accuracy and perfection in tasks, and is careful
in making decisions. Conscientiousness is measured using ten items, such as "I plan
ahead and organizes things, to avoid scrambling at the last minute" and "When working,
he/she sometimes has difficulties due to being disorganized". Openness to experience is
a personality trait reflecting how far a person takes an interest in unusual ideas or
people, uses her or his imagination freely in everyday life, is inquisitive about various
domains of knowledge, and becomes absorbed in the beauty of art and nature.
Openness to experience is also measured using ten items, such as "I think that paying
attention to radical ideas is a waste of time" and "I like people who have unconventional
views". We calibrate both conscientiousness and openness to experience using a
threshold 3 (totally agree) for full membership, 0 (neutral) for a cross-over point, and -3

(totally disagree) for full non-membership.

In addition, we also include firm size measured by the number of employees as an
additional causal condition. Following the established European Union classification of
firm size classes (that is, as indicated before, micro (9 or fewer employees), small (10-
49 employees), medium (50-249 employees), and large (more than 250 employees)),

we set a threshold for full membership of 50, a cross-over point of 10, and full non-

212



membership of 0. Note that our study focuses on firms that have fewer than 250

employees, excluding large-sized firms.

Table 8.2 Factor analysis for generic business strategy

Cost Product
Leadership Differentiation
We produce our services/products at lower costs 0.63 0.17
We set the prices below our competitors 0.72 -0.06
We build up a premium product/service and brand
images 0.08 0.61
We create superior customer value through
(additional) services that complement the existing
products/services 0.04 0.72
We obtain high prices from the market through
superior products/services -0.24 0.69
We pay a lot of attention to the development of new
products/services 0.18 0.54
Variance explained (%) (Total = 63.08%) 25.54 37.54
Cronbach's alpha 0.62 0.72

Extraction Method: Maximum Likelihood; Rotation Method: Varimax with Kaiser
Normalization.

Table 8.3 Factor analysis for environmental dynamism

Environmental
dynamism
My company must change its marketing practices frequently (e.g.,
semi-annually) 0.52
The rate at which products/services are getting obsolete in my
industry is very high 0.78
The modes of production/service development change often in a major
way 0.93
Variance explained (%) 69.98
Cronbach's alpha 0.78

Extraction Method: Maximum Likelihood; Rotation Method: Varimax with Kaiser
Normalization.
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8.4 Results

We provide our fuzzy set Qualitative Comparative Analysis (fs/QCA) result in Table 8.5,
employing an intermediate solution. An intermediate solution is derived on the basis of
easy counterfactual analysis for which only the most plausible combinations are
included in the resultant solutions. We use the symbols for configuration solutions that
have been widely used in the QCA business management literature: black circles ("®") to
indicate the presence of causal condition, and circles with a cross-out ("®") to indicate
its absence (Fiss, 2011). To distinguish core conditions from peripheral ones, we have
large circles to indicate the core, and small circles to indicate the peripheral conditions.
Note that core conditions are derived from parsimonious solutions, and that peripheral
conditions are from intermediate solutions. Also note that intermediate solutions
constitute subsets of the most parsimonious (or simplest) solution. In addition, we use a
symbol "-" to indicate a "do not care" solution in which the causal condition can be
either present or absent sufficiently leading to a particular outcome (see for further

details on QCA, Schneider & Wagemann, 2012; Ragin, 2008; Rihoux & Ragin, 2009).

Table 8.5 shows that our fs/QCA results have seven configurations that sufficiently lead
to positive employment growth performance, exhibiting an acceptable solution
consistency, which should be larger than 0.80 (Rihoux & Ragin, 2009). Note that our
solutions are derived by using a frequency cut-off of 2, and a consistency cut-off of 86.55

per cent.

Solution 1 indicates that a combination of a cost leadership strategy and a “do not care”
product differentiation strategy (that is, indifference with regard to presence or absence
of product differentiation) in low environmental dynamism for large firms combined
with conscientiousness and openness to experience is sufficient to achieve a positive
employment growth performance. Solution 1 thus advocates a generic business strategy
and suggests that large firms in a stable environment can adopt a low cost strategy to
take advantage of economies of scale. Interestingly, the solution suggests that the
required personality trait for managers to successfully implement this strategy is not
only conscientiousness (as argued above in our theoretical development section), but
also openness to experience. This may indicate that managers of large companies

should be open to a large variety of ideas in order to be able to find, for example, an up-
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to-date production mode to keep production costs low, even though the environment is

relatively stable.
Table 8.4 Truth table
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Table 8.5 Configurations for achieving positive growth performance

1 2 3 4 5 6 7

Strategy

Cost leadership ® - - - - o -

Product differentiation - ° ® ° ° ® -
Environmental Dynamism ® ® ® ® - ® o
Firm size ° o - o [ - ®
HEXACO personality traits

Conscientiousness ° - & ° ° ° °

Openness to Experience ° ° ° - ° ° ®

Raw Coverage 0.29 0.40 0.34 0.34 0.40 0.43 0.32

Unique Coverage 0.01 0.06 0.01 0.02 0.02 0.01 0.03

Consistency 0.90 0.87 0.85 0.88 0.85 0.84 0.87
Solution coverage 0.65
Solution consistency 0.81
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Solutions 2 and 3 show that the strategy that fits with a dynamic environment is
product differentiation. Further, solution 2 indicates that a combination of a product
differentiation strategy and high environmental dynamism for large firms requires a
combination with the presence of openness to experience. Moreover, either a presence
or absence of conscientiousness leads to positive growth performance. Solution 3 shows
that a combination of a product differentiation strategy and high environmental
dynamism for small firms requires a combination of the presence of openness to
experience and the absence of conscientiousness. Such combinations will lead to

positive growth performance.

Solution 4 displays that a product differentiation strategy can be implemented by large
firms in a stable environment. This solution highlights that a combination of a product
differentiation strategy and low environmental dynamism for large firms together with
the presence of conscientiousness leads to positive growth performance. Positive
growth performance will not be influenced by the presence or absence of a cost
leadership strategy and the managerial trait openness to experience. Solution 5 reveals
that a combination of a product differentiation strategy for large firms together with the
presence of conscientiousness and openness to experience is associated with to positive
growth performance. Similar to solution 4, the presence or absence of a cost leadership
strategy is irrelevant. Important to note is that, according to solution 5, also the level of
environmental dynamism does not influence growth performance. Thus, large firms
operating in either low or high environmental dynamisms following a product
differentiation strategy and having managers scoring high on consciousness and

openness to experience will have positive employment growth outcomes.

Furthermore, solution 6 indicates that a combination of the presence of cost leadership
and product differentiation strategies in combination with low environmental
dynamism for small firms together with the presence of conscientiousness and
openness to experience is linked with positive growth performance. Solution 7 shows
that, irrelevant of following a cost leadership or product differentiation strategy, small
firms operating in an environment featuring high environmental dynamism headed by
managers with high conscientiousness and low openness to experience leads will attain

positive growth performance.
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8.5 Discussion and conclusion

Using a novel empirical method, fuzzy set Qualitative Comparative Analysis (fs/QCA),
our study partly finds evidence that supports our hypotheses. We find that firms
operating in a low dynamic environment adopting a cost leadership strategy need
managers that have high conscientiousness and high openness to experience scores. We
also find that firms operating in a dynamic environment adopting a product
differentiation strategy need managers that have high openness to experience scores.
Our empirical evidence indicates that openness to experience is not only important for
the firm implementing a product differentiation strategy, but also for those with a cost
leadership strategy. The main reason may be that the managers should be able to listen
to any idea that may be usefully applied by the firm to adapt its strategy according to its
environment. This is particularly important for firms in highly dynamic environments.
In addition, consciousness is particularly essential for the managers who implement a

cost leadership strategy.

To date, strategy scholars hypothesize that the strategy implemented by firms can
succeed in achieving high firm performance if it fits with the environmental
circumstances (e.g., Hrebiniak & Joyce, 1985). The main conclusion of strategy research
focusing on strategy—environment fit is (a) that a cost leadership strategy is effective in
achieving high firm performance within stable environments and (b) that a product
differentiation strategy is effective within dynamic environments. Recently, Powell et al.
(2011) have emphasized that strategy scholars should pay more attention to cognitive
and social psychology aspects of managers in the strategic management literature in

order to strengthen its empirical evidence and practical usefulness.

Our study contributes to the strategy literature by answering a fundamental research
question: What types of managers’ personality traits fit with the strategy that firms
implement? To date, person-job fit has frequently been examined at the employee level
in the human resource management field, but, to the best our knowledge, it is not
widely investigated in the strategy literature. We show that the strategy-environment
fit argument should include personality traits of the managers in its attempt to supply
configurations that result in high firm growth performance. The main reason is that

each strategy implies different types of job roles for managers (e.g., White, 1986). We
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add to classical strategy theory by demonstrating that a manager's personality
characteristics should not only fit with the firm'’s strategy, but that also a fit between
strategy and environment is indispensable. In more detail, we show that openness to
experience is an important personality trait for firms implementing a product
differentiation strategy in a dynamic environment, but also for ventures pursuing a cost
leadership strategy in a stable environment. Furthermore, we reveal that
conscientiousness is an important personality trait for firms implementing either a cost

leadership or product differentiation strategy in a stable environment.

Our study provides implications for management practitioners. First, we propose that
entrepreneurs/managers should have particular personality traits depending on the
type of firm strategy and its respective environment. We emphasize that
implementation of a particular strategy implies not only organizational requirements
(White, 1986), but also different personnel requirements at the managerial level
producing a “fit” leading to high growth firm performance. On a practical level, this
study suggests that managers should consider whether they have personality traits that
fit with the firm’s strategy and its environment. Consequently, we also suggest that in
recruiting new managers, a firm should specify certain types of personality traits that

best fit with their strategy and operating environment.

This chapter’s multi-level and multi-dimensional configurational approach to SME
(employee growth) performance illustrates what can be done with the kind of data
collected in the context of SMESESAP. Of course, being a first step, this study cannot but
illustrate the comprehensive framework suggested in Chapter 2. As we will explain in
Part III, we hope to do more in future work, particularly by the time that we can link
objective firm performance data to the rich information gathered through the first and

second-wave survey, as well as the workshops.
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PartII1

Lessons learned and to be learned
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Chapter 9

Policy implications

9.1 Introductive milestones

Defining an entrepreneurial policy - i.e., a policy for entrepreneurship and businesses to
flourish as a whole - is a matter of debate that could lead to either a complete shelf of
books, or to some one-page list of basic principles. In what follows, we propose some
policy insights or implications that are directly derived from the results presented in the
eight first chapters. We do not define in detail, nor propose operationalization, of what
adopted policy actions would be. This must be emphasized up-front; in no way, do we
pretend to define and design an exhaustive policy. Not only do we not believe in such
over-stretching of academic research findings, but also is more work needed to find out

to what extent our results stand the test of further scrutiny.

That said, before formulating the policy insights and implications derived from our
results, some introductive milestones might be useful. These milestones are based on

two basic observations, on which we now elaborate:

e Entrepreneurial experience is highly marked by heterogeneity. This observation
has been regularly made elsewhere (see, for example, Nooteboom, 1994;
Audretsch, 2008), and is also supported by empirical results presented in this
report. Heterogeneity in entrepreneurial experience is derived from, amongst
other factors, a mixture of motivations and aspirations, and projects and
contexts.

e Entrepreneurial success is oftentimes reported as idiosyncratic and even
random. Here, reference can be made to the recent contributions of Storey

(2011) and Coad etal. (2013).
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These two arguments (heterogeneity and the importance of idiosyncrasies) do not
facilitate formulating policy implications, rather they are meant to address the situation

commonly shared by all or some targeted groups.

First, the heterogeneity of entrepreneurial experience leads us to favor policy
implications referring to the general framework or the context in which SMEs and the
self-employed operate and evolve. Indeed, at the macro level, this heterogeneity
contributes to a healthy business ecosystem (Sternberg, 2007; Wong et al., 2005) that
evolves in part according to the variation between firms. In such a context, the risk is
high for a specifically targeted policy to miss its goals or to be of limited use.
Furthermore, specifically targeted policy comes at a price, such as higher uncertainty
and higher search cost for the entrepreneurs who might feel trapped in a web of highly
specific regulations. Interestingly, in Chapter 4, we find that the self-employed and SME
owners significantly differ in terms of experienced regulatory burden, as well as in their
assessment of the regulation adequacy in view of their specific needs. In other words,
the self-employed are seemingly less affected by red tape than entrepreneurs, but at the
same time they also consider that existing regulations are less adequate for their self-
employed business. By contrast, entrepreneurs acknowledge the adequacy of
regulations, but still suffer from their amplitude. Addressing the heterogeneity of the
self-employed and SMEs seems to be a trade-off between adequacy and burden. Instead,
addressing the question “How best can the general framework improve in a direction
that will allow entrepreneurship and businesses to flourish?” requires that we should
aim at offering a greater guarantee of overall efficacy rather than the highly targeted

recommendations that policymakers oftentimes love to see.

Second, entrepreneurial success is indeed an idiosyncratic process. Yet, based on the
collected evidence, the SMESESAP data and analyses, so far, seem to lead to the
conclusion that its randomness is only superficial. What would explain entrepreneurial
success is the fit between entrepreneurs’ personal drivers, the strategy they deploy at
the firm level, and their business environment (Parker et al., 2010). Thus, “How can the
degree of fit (between drivers, strategy and environment) be enhanced for more
entrepreneurial success?” In this context, subtle and often implicit features of the

entrepreneurs, such as their motives and personalities, have to be taken on board.
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9.2 Policy insights and implications

Our policy insights and implications are twofold. First, we refer to the above question:
How best can the general policy framework improve in a direction that will allow
entrepreneurship and businesses to flourish? We suggest avenues for policymakers
regarding the effects of regulation: i.e., standardization, and administrative burden; and
gender issues; access to resources (high-skilled workforce and finance). Second, as our
results point to the importance of fitting personal drivers, strategy and environment for
entrepreneurial success, we call for a systematic approach. More specifically, we ask
officials in charge of current education and learning programs, as well as supporting
agencies, to consider these factors in order to increase and support entrepreneurial
success. Likewise, we propose the assessment of a communication strategy by public
authorities and NGOs whenever they seek to encourage shared-value creation in

connection with implicit motives.

How best can the general policy framework improve in a direction that will allow

entrepreneurship and businesses to flourish?

First, regarding EU standardization and its expected effects, our findings show that the
perceived benefit of standardization is not equally distributed across firms, industries
and countries. This is of interest for the stakeholders in the EU’s standardization
processes, such as national governments, business associations and the European
Commission. Key would be, in order to accelerate the standardization program and its
integration objective, that SMEs (particularly those from Eastern European and
Mediterranean countries) develop the capabilities needed to reap the benefits from EU
standardization. More specifically, we would recommend that countries support
standardization compliance through stimulating and facilitating the capabilities
identified in our study (i.e., SMEs’ innovation, export, and foreign HR). We expect this to
have more effect than subsidizing SMEs with no alignment to regulations or subsequent

follow-up protocols.

Second, rules are considered as a burden rather than as a source of opportunity. This is

especially true for entrepreneur-owners, who are significantly different from the self-
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employed in this respect. In turn, this burden is associated with reduced profit growth
for SMEs, as well as a reduced expectation for revenue growth for the self-employed.
This observation is classically translated in terms of administrative task simplification.
Although high on the agenda of one government after the other, this challenge is still
unresolved. Note that the difference in perception of the administrative burden
between self-employed and SMEs is not surprising. Indeed, the self-employed practicing
without legal firm entity are subject to different rules - less binding and less
burdensome than the ones for legally established companies. For instance, no filing of

annual accounts or payroll in the absence of employees are needed.

Third, we have collected evidence that women do not differ from men regarding
ambitions in terms of job creation or passion for entrepreneurial (ad)venture(s), but do
differ in terms of the size of their ventures. This leads to the conclusion that women
might meet specific contingencies, notably the desire to find more flexibility through an
entrepreneurial career, but experience difficulties in accessing finance. Along the same
lines, results from a survey by UCM (Lesceux, 2014) attribute the difference in size (and
even more, regarding legal form) to the difficulties for women in reconciling private and
professional life. Furthermore, we show that women significantly differ from men in
terms of self-efficacy and the use of a causal logic of action (strategic planning). As
strategic planning might be a key driver for entrepreneurial orientation, firm size (see
Chapter 7) and even revenue growth for self-employed (Chapter 4), women may benefit
from targeted educational programs aimed at consolidating self-efficacy and strategic
planning. Further investigations should be made, controlling for sector and education,
but a comprehensive policy would ensure that women can fully deploy their
entrepreneurial resources, in terms of access to finance and flexibility (e.g., flexible
childcare). Note that such contingencies are not limited to women, but could also benefit

all entrepreneurs, man and women alike, driven by a need for flexibility.

Fourth, we find that being self-employed remains a challenging status with less
satisfaction with life than their reported by their SME counterparts, which is closely
related to career satisfaction, as well as loosely connected to satisfaction levels
regarding traditional economic goals. We also find that innovation, in terms of

entrepreneurial orientation and new product development, accompany an increase in
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expected revenue. However, most innovation policies are targeted toward SMEs. We
argue that the self-employed might also benefit from more stimulation on innovation,
both in terms of satisfaction and in terms of effective revenue growth. This would
provide the self-employed with better tools to face dynamic environments. In turn,
more international, innovative Belgian self-employed entrepreneurs should contribute
to a healthy Belgian business eco-system. Note that innovation does not necessarily go
along with an investment in R & D, especially when referring to the self-employed.
Support for incremental and non-technological innovation seems interesting consider,

too.

Fifth, access to a high-skilled workforce and, to a lesser extent, access to finance (but
more for women) are both considered to be constraints for the development of Belgian
businesses. Interestingly, only access to finance is correlated with reduced performance.
This calls for attention in terms of policy regarding the education system, training
throughout life, and access to finance. Ernst &Young (2014) recently showed that
Walloon SMEs are experiencing a growing deficit compared to Flanders in terms of
investment volume. Two explanations are suggested: (1) poor access to finance in
Wallonia; and (2) more risk-taking investment in Flanders. In the same vein, the last
CeFIP barometer reports a rejection rate of financing by banks of 33 per cent at the
Belgian level, but 40 per cent in Wallonia and around 60 per cent in Brussels. However,
we do not find any difference in (perceived) access to finance between Flanders,
Wallonia and Brussels, which would indicate that Walloon entrepreneurs do not face or
do not perceive poor access to finance. As such, effort should not be directed towards
enhanced access to finance in Wallonia, but should rather focus on improving
entrepreneurs’ financial literacy (Seghers et al., 2012). Seghers et al. (2012) suggest that
access to finance does not exclusively depend on factors linked to the supply side of
financing. They show that some factors linked to the demand side are crucial to gain
financing access, particularly entrepreneurs’ prior knowledge regarding financing
alternatives. A better understanding of financial tools should help entrepreneurs to
make the most appropriate choices when creating and developing their projects, and
thus to convince stakeholders to contribute to their venture, too. This includes the basic
financial management as well as the awareness of the pros and cons of different

financing sources, such as venture capital funds, crowdfunding or subordinated loans.
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How can the fit between entrepreneurs’ personal drivers, the strategy they deploy
at the firm level, and their business environment be enhanced for more

entrepreneurial success?

First, we consider the fit between conscious motives, unconscious motives, and goal-
setting. We reveal that implicit motives can influence entrepreneurial behavior, and we
provide evidence as to the importance of the explicit - implicit motives congruence. We
claim that a better understanding of the interplay between implicit and explicit motives
should bring to light why entrepreneurs sometimes struggle to reach the goals they
voluntarily set (Kehr, 2004b). With such an understanding, entrepreneurs can reach a
better fit between their business project and their inner motives to facilitate reaching
their goals (especially in terms of shared value creation). We show that the implicit
need for power is of the utmost importance for the creation of shared value. As
suggested by Muhammad Yunus, changing the world is fun, especially for people who
are implicitly driven by power. However, we also suggest that society might not provide
power-oriented entrepreneurs with the social incentives to engage in shared value
creation. In other words, society might not promote shared value creation as a
prestigious, powerful goal. Conflicting social norms could neutralize the enjoyment
behind changing the world - for instance through the diffusion of negative stereotypes
associated with activism. For a better commitment to shared value creation and its
effective translation into social impact, public authorities might reflect on exploring

different ways to avoid such conflicting norms.

Second, fit between entrepreneurial orientation, strategic (un)planning and the
dynamism of the environment. We have collected evidence of entrepreneurial
orientation (Miller, 1983) being positively correlated with expected revenue growth for
the self-employed and subjective measurements such as overall career satisfaction for
all respondents. Entrepreneurial orientation describes the extent to which some firms
actually bring innovation to the market, are pioneers in their industry, and adopt a bold,
risk-taking strategy. This suggests (or confirms adequacy of) incentives to support
entrepreneurial orientation (and innovation). In Chapter 7, we went a step further and
sought to understand how entrepreneurial orientation comes to be linked with growth.

We found that entrepreneurial orientation is the way that strategic planning turns
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smaller SMEs into larger companies. In other words, causal, strategic behavior of
entrepreneurs first enhances the entrepreneurial orientation of the firm and then
impacts on firm size. In line with our contingency approach, we also find that this
mediation effect holds in very stable environments but is threatened as the
environment becomes more turbulent. In the latter case, causal behavior has to be
complemented by an effectual logic. To explain this, we observe that, in the context of a
highly changing environment where continuous change and adaptability are required,
there will be an increased need for entrepreneurs to develop ambidextrous logic,
drawing on both aspects: i.e., on effectuation and causation. It calls for a renewal in
entrepreneurship education, with action-oriented programs that simultaneously
develop causal logic of action and an effectual logic of action, explaining how they might
be combined according to specific contingencies. As suggested in Chapter 4, female
entrepreneurs as well as the self-employed might benefit the most from such an

approach.

Third, we relate to the fit between personality traits, product strategy (differentiation
vs. cost strategy) and the dynamism of the environment. According to the classical
school of thought within strategic management, it is argued that the fit between a firm's
strategy and its operational environment is key to achieving optimal outcomes
(Hrebiniak & Joyce 1985), namely product differentiation in changing environments and
a cost-leadership strategy in more stable ones. In Chapter 8, we show that the
personality of entrepreneurs or managers should be added into the strategy-
environment fit model. We theorize that firms operating in a stable environment should
employ a cost leadership strategy, which subsequently requires diligent managers with
a high conscientiousness score in order to produce high firm performance. In contrast,
firms operating in a dynamic environment should employ a product differentiation
strategy, which consequently requires managers with high openness to experience to
provide high firm performance. Empirical results also show that a product
differentiation strategy may succeed in a stable environment, if the manager is highly
diligent. In other words, we should evaluate the fit of manager's personality, strategy
and environment in order to find configurations (sets of causal conditions) that lead to
high firm growth. A critical review of current education, learning programs and

contribution of supporting agencies for entrepreneurs is required to align the
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personality-environment-strategy nexus with these insights. Assessing the competences
and skills of the entrepreneur, the project, the context or the strategy separately is
insufficient. An alignment is expected to be highly beneficial to attain better
performance. One can also conclude that entrepreneurial support has to be

personalized.

In conclusion, we provide new insights as to: (1) what are the determinants of the
identified strategies, including innovation, by SMEs and the self-employed?; and (2)
how does this link to their performance, particularly in terms of (growth in)
employment. In this chapter, we translate these insight into a potential contribution to
practice by showing how best the general policy framework can improve for a
flourishing entrepreneurial society, and how a contingency approach can feed the
reflection activities of policymakers and of those who contribute daily to
entrepreneurial ventures (as an entrepreneur, a coach, a business angel, et cetera). In so
doing, we provide advise at both the macro level of an entrepreneurial eco-system, as

well as the micro level of the individual self-employed or SME.

In this book, we identify some important entrepreneurial traits and strategies that are
linked to growth, such as the quest for challenge, self-efficacy and the passion for the
entrepreneurial process. In other words, we provide answer to « what » is linked with
growth. However, the empirical chapters of this book only focus on a short selection of
those traits to explain « how » personal characteristics and strategies connect to each
other to provide growth. We will continue to work on this task in the years to come,
seeking to identify the process by which self-efficacy, perception of opportunities and a
passion for entrepreneurship interact, as well as the leverage that can promote or
damage such processes. In this context, i the next chapter, we reflect on what we have

done, and what remains to be explored future work.
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Chapter 10

The way forward

Through this book, we sought to develop and conduct research into ambitious
entrepreneurship that evolves into a truly multi-level, multi-disciplinary and multi-
method perspective. Indeed, we believe that we have progressed nicely, collecting
unique data, introducing a methodological novelty and presenting a series of intriguing
empirical studies. We introduced a new methodology to measure entrepreneurial
implicit motives (Chapter 3), we collected unique entrepreneur and venture-level data
(Chapter 4), we explored the impact of EU-level standardization on perceived
competitiveness across European countries and enterprise types (Chapter 5), we
examined the effect of an entrepreneur’s explicit and implicit motive profile on social
value creation (Chapter 6), we investigated the relationship between a venture’s
causation-effectuation strategies and entrepreneurial orientation (Chapter 7), and we
conducted a Qualitative Comparative Analysis (QCA) to trace entrepreneurial fits and
misfits from a configurational contingency perspective (Chapter 8). In all, in this way,
we produce a large number of pieces of the puzzle of a comprehensive framework

regarding entrepreneurial attributes, behaviors and outcomes.

However, although the above is already the result of a rather ambitious research
project, there are even more opportunities and options to develop a really
programmatic approach to the study of entrepreneurship. Here, we briefly list four

examples of other opportunities or options, in no particular order.

e We can still do more to explore our unique data to reveal their full potential.
Collecting such unique data is a very time-consuming endeavor. Hence, we simply
did not have the time to produce the plethora of analyses that can be achieved with
these data. In future work, we hope to further investigate the data collected. For
instance, we could conduct analyses regarding the interaction of motives and traits,

or red tape and entrepreneurial performance.
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In the near future, recent information obtained from the National Bank of Belgium
can be linked to our database. Then, we can explore in much greater detail how our
list of potential drivers of entrepreneurial performance actually relates to the
objective metrics of this very performance.

Related to the above, we can do a forward-looking study even without engaging in
additional primary data collection, by simply following our sampled entrepreneurs
over years to come. Such a study can do more than only trying to explain
performance, by also attempting to forecast performance, while providing evidence
about the entrepreneurial process leading to this performance. That is, the
benchmark measures (such as the entrepreneurs’ motivational and personality
profiles) in the first wave can be used to predict performance in years to come (e.g.,
which SMEs are likely to be innovative, survive and/or grow?). For instance, a
forecasting exercise implies a particularly powerful test of our theoretical
predictions, and will substantially increase the explanatory power of the overall
model.

Second, we could engage in extra primary data collection regarding our sampled
entrepreneurs so that the impact of change can be examined. Change is a
controversial and multi-dimensional concept, often studied retrospectively. We can
measure a wide variety of changes, across all variables of the model by adding
further survey waves, and explore how these changes impact upon different aspects
of performance. Perhaps, with a design like this, we will be able to increase the
explanatory power of our models beyond the disappointingly low levels found in the

literature (where an R2 of 15 per cent is already exceptional; see Parker et al., 2010).

This report and the opportunities lying ahead reveal, once more, that entrepreneurship

is very lively and promising domain of research, which may produce insights that are

highly relevant for the practice of starting and running an entrepreneurial venture,

offering a source of inspiration for policymakers.
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Abstract

The role of SMEs is increasingly prominent in terms of employment creation and value added,
also in Belgium. This book reports the outcomes of a BELSPO (the Belgian Federal Science Policy
Office) research project. The authors develop and estimate (parts of) a comprehensive model
in which the micro-performance of SMEs is determined by a complex web of factors. These are
situated at the level of the entrepreneur, organization and environment. In this modeling, a fit
between individual, strategy, structure and environment is key to attain better performance in
terms of, for example, efficiency or profitability. Strategy is assumed to be the linking pin between
the entrepreneur’s (or his or her venture’s) strengths and weaknesses, and the opportunities
and threats in the environment. In line with this contingency approach, the authors utilize a
multi-disciplinary theoretical lens in combination with analysis techniques that allow for the
identification of fits (and misfits), such as the analysis of conditional processes or dynamic multi-
level QCA fit analysis.
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