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Revealing the Links between Entrepreneurial Orientation and Firm
Performance: The Role of Organizational Learning Capability and

| nnovation Performance

I ntroduction

Entrepreneurship is a young field of research ighattracting the interest of a growing
number of scholars (Ireland, Reutzel, and Webb 28myan, Drége, and Swinney 2008).
Sharma and Chrisman (1999: 17) maintain that ergngurship encompasses acts of
organizational creation and renewal occurring witbr outside an existing organization.
However, management research has mainly focusedhenentrepreneurial orientation
(Ireland and Webb 2007) that explains how entregueship is put into practice.
Entrepreneurial orientation (EO) can be considaed managerial attitude oriented towards
the strategy-making processes that provide orgaornma with a basis for entrepreneurial
decisions and actions (Lumpkin and Dess 1996; RighBarnett, Dwyer, and Chadwick

2004).

Although EO is theoretically beneficial for firm#&rdland and Webb, 2007) and a positive
relationship with performance could be expectednfRn et al. 2008; Rauch, Wiklund,
Lumpkin, and Frese 2009), some results have noh beky conclusive. For example,
Dimitratos, Lioukas, and Carter (2004) found relyeatnon significant relationship between
EO and firms’ international performance in a sampleGreek firms. Similarly, George,
Wood and Khan (2001) found no significant correlatbetween EO and ROA (Return On

Assets) nor ROE (Return On Equity) in the bankimgusstry in the USA. This might be due



mainly to the concept of firm performance which daninfluenced by many variables both
internal and external to the organization (Thourgroje and Tansuhaj 2005) and to the long
time the benefits of EO come to fruition (Zahra &@win 1995; Madsen 2007). In this line of
thinking, Zahra et al. (1999) suggested that reteahould focus on identifying the

underlying steps that determine the contributiok©fto firm performance.

Following this research stream, the next step ctweldo look more deeply into the
EO-firm performance relationship by identifying entnediate steps between these two
variables (Zahra, Sapienza, and Davidsson 2006emBakd Sinkula 2009). In this vein, Wang
(2008) recently found that the learning orientatwdnthe firm was mediating the link between
EO and firm performance. In this study, we aim xtead this line of work by offering a

wider picture of the EO-firm performance relatioipsh

On the one hand, there is a growing body of wonkneating entrepreneurship and
organizational learning (Cope 2003; Wang 2008; Htacn and Kovalainen 2009).
Organizational learning is defined as the procéssugh which organizations change or
modify their mental models, rules, processes orwkedge, to sustain or improve their
performance (Dibella, Nevis, and Gould 1996), whishvery close to the concept of
entrepreneurship. Organizational learning capgb{l@LC) is defined as the organizational
and managerial characteristics or factors thatifaie the organizational learning process or
allow an organization to learn (Goh and Richard871%ult and Ferrell 1997). As EO is a
strategic posture (Covin and Slevin 1989) or atgtudeveloped by managers towards
entrepreneurship, OLC might be understood as thanizational characteristics that follow
or are consistent with the previous managerial ygesand also sustain entrepreneurship.

Hence, OLC could represent a way through which marsattempt to implement EO.

On the other hand, innovation consists of successtploitation of new ideas

(Amabile et al. 1996). The effects of entrepreredudctions are manifested in product,



process and administrative innovations (Ireland ®¥ebb 2007; Covin and Miles 1999;
Schumpeter 1934). According to Ireland et al. (2@%), the inclusion of innovation as an
indicator of entrepreneurship results, reflectitng tviews of Drucker (1998:. 152), and
Schumpeter (1934), maintains that innovation is #Bnportant outcome of the
entrepreneurship function. In fact, Schuler (19&®&)derstands entrepreneurship as the
practice of innovating, and claims that what digtiishes entrepreneurial from non-
entrepreneurial firms is the rate of innovationeThnovation performance of a firm refers to
its product and process innovations. Therefore,ca@d be considered as an antecedent of

innovation performance.

The main objective of this paper is to analyze rislationships between EO, OLC,
innovation performance and firm performance. Morecisely, we want to examine what is
the role played by important organizational conseges of EO, such as organizational
learning capability (OLC) and innovation performanavithin the EO-firm performance
relationship. We propose that organizational leayncapability (OLC) and innovation
performance play a mediating role in the EO-firnnfenance relationship. We suggest that
such mediations are relevant in order to get aebetinderstanding of the EO-firm

performance relationship.

By doing so, we make two contributions: (1) provalenore complete picture of the
EO-firm performance relationship that highlights tlole of organizational learning capability
and innovation performance and (2) explain intidustry performance differences as a
function of EO, OLC and innovation performance. Btypeses are tested on a database
obtained through a survey on a population of fithe is homogeneous in terms of size (most
of firms are small and medium enterprises), inqusind technology: Italian and Spanish

ceramic tile producers.



This introduction is followed by the development afconceptual background and
hypotheses concerning the EO-firm performanceioglahip. The third section describes the
methodology used to gather our database and totedtypotheses on data from the Italian
and Spanish ceramic tile industry. We carry outst through structural equations modeling
and we present the results in section four. Firgliprgpvide original empirical evidence of the
relevant role played by OLC and innovation perfong&in the relationship between EO and
firm performance. These findings are relevant f@nagers because they provide guidelines
on how to implement the EO attitude and make thetrobit. The paper concludes with a

discussion of the results and their implicatioms] auggestions for further research.

Conceptual Background and Hypotheses

EO is focused on the strategy-making process (Rauah 2009). We conceive EO as
a managerial attitude that will guide this entirgategy-making process following an
entrepreneurial strategic posture (Covin and Slend89). The extensive literature on the
relationship between EO and firm performance suggegeneral positive link (Wiklund
1999; Sadler-Smith et al. 2003; Rauch et al. 2@2%er and Sinkula 2009). We propose that,
between the EO managerial attitude and firm perémee, OLC and innovation performance

could play a relevant role.

Furthermore, this is connected to strategic manageéiiterature as EO could be an
important managerial choice explaining intra-indpstifferential firm performance (Zott
2003; Easterby-Smith & Prieto 2008). EO could bgarded as an antecedent of innovation
performance, which could be a useful parameterxfaen why firms perform differently
(Nelson 1991; Zott 2003). Furthermore, OLC couldferce the effect of EO on innovation

performance as it implies that the entrepreneupasture is having effects within the



organization or that the organization is actingumentrepreneurial way, based on managerial

premises.

Several authors (Ireland and Webb 2007; Covin anldsvl999; Schumpeter 1934)
argue that entrepreneurial actions have directtsffen product, process and administrative
innovations. The literature has traditionally camed innovation results as an indicator of
entrepreneurship (Ireland et al. 2005; Drucker 1988humpeter 1934); however this
relationship needs further examination. EO increges®activeness and willingness to take
risks and innovate (Zahra et al. 1999) within dipalar organization. As a result, EO may be
considered one of the antecedents of innovatiorfopeance (Renko, Carsrud, and

Brannback 2009; Baker and Sinkula 2009).

The innovation performance of a firm includes prctdand process innovations; these
two kinds of innovation outcomes are very closéhked (Utterback and Abernathy 1975)
and constitute a highly complex process that gdlgeiravolves all company functions. A
‘product’ is a good or service offered to the custo, and a ‘process’ is the way the good or
service is produced and delivered (Barras 1986)s Throduct innovation is defined as the
product or service introduced to meet the needth@fmarket or of an external user and
process innovation is understood as a new eleméiduced into production operations or
functions (Damanpour and Gopalakrishnan 2001). ibohnovations focus on the market
and are aimed at the customer, while process iniomg&focus on the internal workings of

the company and are aimed at increasing effici¢btierback and Abernathy 1975).

Innovation is a crucial factor in firm performanas a result of the evolution of the
competitive environment (Wheelwright and Clark 19%ewey and Zahra 2009). The
importance of innovation for good long-term compaesults is now widely recognized and
has been extensively reported in the literaturenséquently, innovation performance is

considered to have a direct effect on firm perfaroga(Wheelwright and Clark 1992; Renko



et al. 2009; Baker and Sinkula 2009) and can beidered as a more precise dependent
variable of EO than firm performance (Ireland et 2003). The following hypothesis is

therefore put forward:

Hypothesis 1: Innovation performance acts as a atedj variable between EO and

firm performance.

Some authors have suggested that the relationskippebn EO and innovation
performance is conditional or dependent organimatidactors (Lumpkin and Dess 1996).
Zahra et al. (1999) proposed that research showtdisf on identifying the underlying
processes that determine the contributions of E@rto performance. However, they also
surmise that one of the most profound contributi@fsEO may lie in its links with
organizational learning, which increases the firsnpetencies in market assessment, or
creating and commercializing new knowledge-intemgivoducts. In fact, Dess et al. (2003)
report that entrepreneurship has a direct effearganizational learning, which is considered

as a mediating variable between entrepreneurshifxiaowledge.

Entrepreneurial firms encourage non-authoritarianctures that facilitate creativity,
collaboration, and dialogue (Cope 2003; Fletcheat Afatson 2007). EO might provide the
management support for the organizational learphogess and capability (Zahra et al. 2006;
Wang 2008). Similarly, Zahra et al. (1999) consideat EO promotes and supports
organizational learning and learning values, sushtemmwork or openness. Covin et al.
(2006) maintain that the strategizing activitieattbrganizational learning entails are critical

for maximizing the effect of EO on firm performance

The organizational learning literature attemptanalyze and determine whether and
how certain learning is being accomplished in omgtions (Crossan, Lane, and White
1999). A stream of research on this area has fdcasehe characteristics that facilitate this

process (Pedler, Burgoyne, and Boydell 1997). OtGlefined as the organizational and



managerial characteristics or factors that fatdithe organizational learning process or allow
an organization to learn (Dibella et al. 1996; Gwoid Richards 1997; Hult and Ferrell 1997).
Recently, Chiva and Alegre (2009) proposed a newiategrative conceptualization of OLC
following a comprehensive analysis of all the tledoal perspectives and literatures involved
in the facilitating factors of organizational lesng. Five facilitating factors of organizational
learning were identified: experimentation, riskitak interaction with the environment,
dialogue and participative decision-making. We bageselves on this conceptualization of

OLC.

OLC might require a certain strategic posture tfeatlitates this organizational
approach. EO might be considered as the basic maab@pproach to support learning
within organizations. Organizational learning haei showed to have beneficial effects for
firm performance (Zollo and Winter 2002; Prieto &Rdvilla 2006; Wang 2008; Baker and

Sinkula 2009). Therefore, we put forward the foliogvhypothesis:
Hypothesis 2: OLC acts as a mediating variable eetwEO and firm performance.

Organizational learning can be easily linked tcativety (Amabile et al., 1996). The
organizational learning process consists of theuigdtpn, dissemination and use of
knowledge (Argote, McEvily and Reagans 2003), anthérefore an extremely useful process
to generate new ideas. Innovation requires therggor and implementation of new ideas.
Zaltman, Duncan and Holbek (1973) highlight opesrtesinnovation as a critical part of the
first stage of the innovation process; that is, tiwbe the members of an organization are
willing to learn and change or are resistant tairation.

Previous research suggests that organizationalifgpaffects innovation performance
(Calantone et al. 2002; Newey and Zahra 2009). McK#992) understands product
innovation as an organizational learning process @aims that directing the organization

towards learning fosters innovation effectivenessd afficiency. Wheelwright and Clark



(1992) suggest that learning plays a determinalet ironew product development projects
because it allows new products to be adapted tagthg environmental factors, such as
customer demand uncertainty, technological devetpsor competitive turbulence. More
recently, Hult et al. (2004) point out that if anfi is to be innovative, its management must
devise organizational features that embody a cleamning orientation. These lines of

argument lead us to the following hypotheses:

Hypothesis 3: OLC acts as a mediating variable leetw EO and innovation

performance.

Based on the above discussion on EO, OLC, innavapierformance, and firm
performance, we propose the conceptual model shawrFigure 1. In Figure 1,
Organizational Learning Capability, Innovation Pemiance and Firm Performance are
second-order factors. EO is a first-order factazeSs included in the model as a control

variable. To reduce the clutter, their latent disiens are not shown.

The contention of our model is threefold: (1) tHke& of EO on firm performance is
mediated by innovation performance, (2) the eftddEO on firm performance is mediated by
OLC, and (3) the effect of EO on innovation perfamoe is mediated by OLC. The purpose
of this model is to explain the EO-firm performanmedationship by offering a wider picture
that includes the intermediate steps between thentDagerial attitude and final firm
performance. By doing so, we also aim to explairfgpmance differences in a particular

industry by considering EO, OLC and innovation perfance.



Method

Sample and Data Collection

We test our hypotheses by focusing on a singlesinglultalian and Spanish ceramic
tile producers. Knowledge manifests itself in vagavays in different industries. Thus, the
analysis of a single industry may be advantageawsatsessing OLC and innovation
performance, as knowledge and learning involveidmovation processes is likely to be more
homogeneous (Santarelli and Piergiovanni 1996). fortber benefit of examining lItalian
and Spanish ceramic tile industries is that, bex#us a rather homogeneous population, we
control to a certain extent for size, industry, aadional culture contingency factors (Lyon,

Lumpkin and Dess 2000; Rauch et al. 2009).

Ceramic tile production is a largely globalized ustty. In 2004, Italian and Spanish
ceramic tile production represented 77% of EU potida (Ascer 2006). The world’s biggest
ceramic tile producer is China, followed by Spaditaly, Brazil and Turkey. Italian and

Spanish firms lead world ceramic tile exports thattksuperior technology and design.

Italian and Spanish ceramic tile producers are rorga in a similar way. Most of
them are considered to be SMEs, as they do notra@gnexceed an average of 250 workers
and they tend to be geographically concentratehdastrial districts: Sassuolo in northern
Italy and Castellon in eastern Spain (Valencia Gbemof Commerce 2004). Features of the
ceramic tile industry suggest it belongs to thelesc#tensive and the science-based
trajectories of Pavitt's taxonomy (Pavitt 1984). the production of ceramic tiles,
technological accumulation is mainly generated Dytlie design, building and operation of
complex production systems (scale-intensive trajggt and (2) knowledge, skills and
technigues emerging from academic chemistry reke@aence-based trajectory). Previous
studies provide compelling evidence of the sigaificinnovating behavior of Italian and

Spanish ceramic tile producers (Enright and Te®801 Flor and Oltra 2004). Several recent



studies have analyzed product innovation in tharoer tile industry and have found enamels
and product design to be the most important arégeaaluct improvement. New enamels
provide better product characteristics, such asgfipnproperties or better frost resistance.
Novelty in product design is focused on new simegroved mechanical characteristics and

aesthetics (Flor and Oltra 2004).

Finally, by focusing our data collection on theararc tile industry, we reduce the
range of extraneous variations that might influetie® constructs of interest (Santarelli and
Piergiovanni 1996). While we recognize the shortogrof such sampling, we believe that
the advantages of this approach outweigh the disddges of limited generalizability.
Survey fieldwork was undertaken from June to Noven#®04. A pre-test was carried out on
four technicians from ALICER, the Spanish Center fonovation and Technology in
Ceramic Industrial Design, to ensure that the qoesaire items were fully understandable in
the context of the ceramic tile industry. The gisestaire was applied using a 7-point Likert

scale.

A key information technique consistent with pred@iudies was used to obtain data
(Lyon et al. 2000). The questionnaire was addredeedarious company directors. The
General Manager answered the items dealing withaB@® firm performance (Moreno and
Casillas 2008; Escriba-Esteve et al. 2008). ThelltrbDevelopment Manager responded to
the innovation performance questions, since thisagar has knowledge of all activities
concerning innovation (Calantone et al. 2002). linahe Human Resources Manager
answered items dealing with OLC (Wang 2008). Appoants were made with respondents
so that the questionnaire could be answered daripgrsonal interview. Following Malhotra
(1993), we offered a feedback report on the suresylts to the participating firms in order to

encourage a higher response rate.
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Our study received a total of 182 completed quaestages, 82 from Italian firms and
100 from Spanish firms. The sample obtained reptesground 50% of the study population
(Valencia Chamber of Commerce 2004). Both the nurobeesponses and the response rate
can be considered satisfactory (Spector 1992; &iki, Garvin, and Hartman 2004). Non-
response bias was assessed through a comparisampfe statistics with known population
values such as annual sales volume or number ofogegs. The websites of the Italian
(Assopiastrelle 2006) and the Spanish (Ascer 2@86pciations of ceramic tiles producers
provide this information for most of the firms ihetindustry. Table 1 shows the description

of the sample in terms of location and size.

M easur es

Entrepreneurial OrientationEO was measured using the widely used nine-itepaifit scale
proposed by Covin and Slevin (1989). This measunes@ale has been used satisfactorily by
a number of empirical papers (Covin, Green, andil@006; Green, Covin, and Slevin

2008; Escriba-Esteve et al. 2008).

Organizational Learning Capabilityin light of the OLC concept adopted in our theaaii

review, we selected the measurement instrumenti@@e by Chiva and Alegre (2009). It is
a fourteen-item, 7-point scale that includes fiufedent dimensions consistent with the
previous literature: experimentation, risk-takimgteraction with the external environment,
dialogue and patrticipative decision making. Expentation is defined as the degree to which
new ideas and suggestions are attended to and wighaltsympathetically. Risk-taking is

conceived as the tolerance of ambiguity, unceraind errors by members of the

organization. This OLC dimension refers to an oigational characteristic while the EO

11



dimension focuses on a managerial attitude. Intieragvith the environment is defined as the
scope of relationships with the environment. Dial®gs considered to be the sustained
collective inquiry into the processes, assumptiaarg] certainties that make up everyday
experience. Finally, Participative decision-maknefers to the level of influence employees

have on the decision-making process.

Innovation performanceWe conceive innovation performance as a construth tiree
different dimensions consistent with the previotsrature: product and process innovation
effectiveness and innovation efficiency (AppendiXhese dimensions have been widely
discussed in innovation research (Brown and Eiseiti®95; OECD 2005). The OECD Oslo
Manual provides a detailed measurement scale feesasig the economic objectives of
product and process innovation and this is theesttadt we propose for measuring product
and process innovation effectiveness. This scake pua forward by the OECD to provide
some coherent drivers for innovation studies, therachieving greater homogeneity and
comparability among innovation studies. Nowadayanynnnovation surveys use this widely
validated scale (INE, 2008; Alegre, Lapiedra, amiv& 2006).

Innovation efficiency is the third dimension coresield for measuring innovation
performance. It is widely accepted that innovatadficiency can be determined by the cost

and the time involved in the innovation project @@élwright and Clark 1992; Brown and

Eisenhardt 1995; Chiesa, Coughlan, and Voss 1996).
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Firm performanceTo measure firm performance, we asked general neagdag rate their

firm’s performance over the last three years comghato competing firms. We used
Venkatraman’s (1989) business performance scalecifgmlly, managers were asked to
score their firm’s growth and profitability on aade from 1 to 7, with 1 indicating that the

firm was among the lowest scoring competing firmd @, among the highest scoring.

Control Variable.Firm size was included as a control variable in dkerall model since it
explains variation in organizational performancetmF size affects the endowment of
significant inputs for the business process, s@cmaney, people and facilities, and has been
shown to influence organizational performance (ifippand Sohi 2003). Respondents were
asked to classify their company into one of the fleuropean Commission categories (Table
1).

Analyses

The primary analyses of the data set are basedtrantigal equations modeling
(SEM). SEM has been developed in a number of acadgistiplines to substantiate theory.
SEM allows for the inclusion of latent variableattican only be measured through observable
indicators. In this study, concepts such as EO Io€ @re difficult to observe. Furthermore,
SEM assesses measurement errors and allows forltameously estimating all the
relationships proposed in the conceptual modelr(dtial., 1998; Bou-Llusar et al. 2008).

EQS 6.1 software was used to estimate the modetsifaesearch hypotheses.

SEM allows for designing reflective- or formativadicator models. Mackenzie,
Podsakoff and Burke Jarvis (2005) define these tiyp@s of measurement models in the

following terms:

Reflective-indicator models “posit that covariatiamong measures is

explained by variation in an underlying common matéactor. It is for this

13



reason that the indicators are referred to as dffemdicators that are

reflective of the underlying construct they represe

Formative-indicator models “posit that the measujesitly influence
the composite latent construct, and meaning emanaten the measures to
the construct in the sense that the full meaningthef composite latent

construct is derived from its measures.”

Our conceptual model meets the four criteria oatliroy Mackenzie et al. (2005)
according to which a reflective model would be #dyeoption for the measurement model:
(1) the indicators are manifestations of the cart$ir(2) the indicators share a strong common
them; (3) the indicators are expected to covaryhwitch other, and (4) the indicators are
expected to have the same antecedents and consequés a result, our conceptual model
has been designed as a reflective-indicator model.

Psychometric Properties of Measurement Scales

The psychometric properties of the measuremenesacaére assessed in accordance

with accepted practices (Gerbing and Anderson 19g&ins and Sohi 2003), and included

content validity, reliability, discriminant validif convergent validity, and scale

dimensionality. Table 2 exhibits factor correlaspmeans, and standard deviations.

Content validity was established through a revisibrextant literature and through
personal interviews with ceramic tile industry estpe(four ALICER technicians). We
computed the coefficient alpha and composite riifigbndicator to assess scale reliability
(Fornell and Larker 1981; Bou-Llusar et al. 2008).scales achieved acceptable coefficient

alphas and composite reliability indicators ofeatdt 0.70 (Table 2).
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Insert Table 2 about here

Discriminant validity was assessed through conftonafactor analysis (CFA) by
comparing they? differences between a constrained confirmatorytofaecnodel with an
interfactor correlation set to 1 (indicating they éhe same construct) and an unconstrained
model with an interfactor correlation set free. #lldifferences were found to be significant,
providing evidence of discriminant validity (Anders and Gerbing 1988; Gatignon et al.
2002; Tippins and Sohi 2003). CFA was also useckdtablish convergent validity by
confirming that all scale items loaded significgnth their construct factors (Anderson and
Gerbing 1988). Additionally, convergent validity svalso confirmed by comparing thé
differences between a constrained confirmatoryofastodel with an interfactor correlation
set to 0 (indicating that there is no relationsletween the two constructs) and an
unconstrained model with an interfactor correlaten free. Ally? differences were found to

be significant, providing evidence of convergeritdiey (Gatignon et al. 2002).

We checked the constructs’ dimensionality through Ibadings of the measurement
items on the first-order factors, and the loadiofythe first-order factors on the second-order

factors. All loadings were above 0.40 and significat p<0.001. No cross-loadings appeared.

Before testing our hypotheses, we assessed thet@fteommon method variance by
conducting a Harman'’s single-factor test (Podsa&otf Organ 1986; Podsakoff et al. 2003).
This is a problem that can arise when dependentralgpendent variables are collected from
a single informant. In our study, we used differk@y informants to minimize this problem.
However, EO and firm performance were asked teéme respondent: the General Manager
of the firm. The results of the confirmatory factoralysis with all the indicators loading into

a single-factor y’=4405.78; 1377 d.f.; BBNFI= 0.500; CFI=0.589; RMSH#A11;

15



v?ld.f.=3.2) showed a poor fit, suggesting that timgls-factor possibility is not relevant

(Bou-Llusar et al. 2008).

Results

Figure 2 shows the results of the structural equatianalysis. We carried out the
analysis including all the items and all the dimens described in the measurements section.
The chi-square statistic for the model is signiiicabut other relevant fit indices suggest a

good overall fit (Tippins and Sohi 2003).

The mediating effect of innovation performance be telationship between EO and
firm performance is established due to the follayvoconditions (Tippins and Sohi 2003).
Firstly, there is a positive relationship betweed Bnd innovation performance. Secondly,
there is a positive relationship between innovapenformance and firm performance. And
thirdly, the direct effect of EO on firm performangs low and non-significant. These
conditions provide compelling evidence for the futiediating effect of innovation
performance on the relationship between EO and fierformance and lend substantial
support to Hypothesis 1. So, this mediation refesiop represents a significant contribution

to our understanding of the positive influence &f & firm performance.

Results shown in Figure 2 provide support to thaliateng effect of OLC on the
relationship between EO and firm performance. Firsthere is a positive relationship
between EO and OLC. Secondly, there is a posittationship between OLC and firm
performance. And thirdly, the direct effect of E@ &rm performance is low and non-
significant. These conditions provide compellingdence for the full mediating effect of
OLC on the relationship between EO and firm perfamoe and lend substantial support to

Hypothesis 2. So, this mediation test provideshiemrempirical evidence of the relevant role

16



that organizational learning plays in the link beém EO and firm performance (Wang,

2008).

Results also provide support for Hypothesis 3. Hewethe mediating effect of OLC
on the relationship between EO practice and innongterformance is found to be partial.
There is a positive relationship between EO and Qhére is a positive relationship between
OLC and innovation performance, and, finally, theect effect of EO on innovation
performance is significant. These results providppsert for Hypothesis 3 by showing a
partial mediating role of OLC on the relationshigileeen EO and innovation performance.
This mediation relationship is also relevant in erstinding the effects of EO attitude on the

outcomes of the innovation process.

Therefore, EO might be regarded as an antecedahedirm’s OLC and innovation
performance. There is a positive and statisticsithyificant impact of EO on both constructs.
Both impacts are moderate; this indicates that @b@ innovation performance might have
other antecedents, such as human resource managpraetices, in the case of OLC, or

marketing and technological capabilities, in theecaf innovation performance.

Discussion
Entrepreneurship and EO have received a greataeasearch attention in recent

years. Although EO is usually considered to hapesitive impact on firm performance, this

relationship requires a broader analysis of therinediate steps between EO and firm

17



performance. In our research, we have found OLC iandvation performance playing a
mediating role in the EO-firm performance relatioips Results suggest that EO enhances
OLC and innovation performance, which in turn erdearirm performance. Innovation
performance acts as a mediating variable betweearieldirm performance. Our findings are
an important contribution to the recent extensibthe EO-firm performance research stream

focusing on the intermediate links between EO &ama performance (Rauch et al. 2009)

In this paper, we also suggest that the relatigndglétween EO and innovation
performance can not simply be considered as atdie&tionship, but it is also conditional or
dependent on OLC, the organizational factors tlaailifate the organizational learning
process. EO is a managerial attitude that must Uppasted by certain organizational
conditions that facilitate learning and have pusitiimplications for performance.
Organizational learning is a basic element of iratimn, as the development of new ideas or
concepts are considered to be essential to devedop products or processes. Our study
contributes to the literature on entrepreneurshipebidencing the importance of certain
organizational characteristics, OLC, for EO to beplemented fruitfully. This managerial
attitude requires certain organizational practitest catalyze its effects on organizations,
specifically on innovation performance. EO may hdi#e direct effect on innovation
performance if organizational and human resourcesat willing to follow this approach.
OLC, the factors that facilitate the organizatiolearning process, may partially mediate the
relationship between EO and innovation performabgegxtending this attitude to the rest of
the organization. Firms with a strong EO will enteaw-product markets aggressively and
incur greater risks, which will require them to eowith more complex and changing
environments and will call for learning. Organipatal learning has been pointed at as novel

area of research in entrepreneurship (Blackburrkanvélainen 2009); we claim that much of
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its relevance for entrepreneurship lies in its @feon innovation performance and on firm

performance.

EO might be considered as an important determiokfitm performance. However,
Rauch et al. (2009) highlighted that there is asagrable amount of variation in results on
the EO-performance relationship. We suggest thatitiportant variation might be due to not
taking into account intermediate links such as oizgional learning and innovation issues.
Our findings could explain why some firms might nfest a low performance while their
managers show a clear EO attitude: the organizatiearning and innovation links would be
missing.

This research provides a more complete examinaifotine effects of EO on firm
performance and offers an explanation to intra-tiqu differences in firm performance
(Nelson 1991; Easterby-Smith and Prieto 2008). Gitteat firm performance may vary
among ceramic tile producers, we attempt to undedsthis asymmetry within the context of
managerial attitudes (EO), organizational charattes facilitating organizational learning
(OLC), and the performance of innovation proces$essults suggest that competitive
advantage in the ceramic tiles industry requires fstrategies focusing on EO, OLC and
innovation. This finding represents a contributionthe strategic management stream that
seeks to explain differences in firm performancthinia particular industry.

Furthermore, this research also contributes tmtganizational learning literature by
suggesting the importance of managers and théudds and posture in order to effectively
implement the factors or conditions to learn witlorganizations. Further research should
analyze other potential antecedents of OL, likeanrgational culture or human resource

management practices.

Implicationsfor Practitioners
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This article has a number of implications for pitamers. Although managers
recognize the importance of entrepreneurship andtk€r implications for and demands on
the rest of the organization are often ignorechim process toward its success. In this paper,
we suggest implementing an organizational learaipgroach when management has chosen
to follow an EO. An initial management action colble to enhance the OLC dimensions —
experimentation, risk-taking, interaction with tleevironment, dialogue, and participative
decision-making — so that learning and innovatiawcesses could be more fruitful.
Furthermore, we underline the importance of meagute effects of EO on organizations by
analyzing their innovation performance. Innovatisra key concept for organizations today,

as it represents the essence of their competitivardage.
Limitations and Future Resear ch Directions

Our results must be viewed in the light of the gtsidimitations. From a content point
of view, we have focused on OLC and innovation granfince as intermediate links between
EO and firm performance. However, other organizetiossues related to organizational
learning and innovation, such as adaptive and g#mer learning or human resources
interventions (Sadler-Smith and Badger 1998; Wafi§82 could be incorporated in our
conceptual model. Future research is requiredtbhdu complement the whole picture of the

EO-performance relationship.

Other limitations are based on the methods we lbged. As with all cross-sectional
research, the relationship tested in this studyessgmts a snapshot in time. While it is likely
that the conditions under which the data were ctalwill remain essentially the same, there
are no guarantees that this will be the case. Eurtbre, EO may have further implications on
innovation performance in the long term, but as ikinot a longitudinal study we cannot
evaluate its effects. Future longitudinal studieghhassess EO outcomes in the long term in

both OLC and innovation performance.
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The use of self-reported firm performance may lgarmged as a further measurement
limitation (Venkatraman 1989). This choice was dbaded by the difficulties of obtaining
objective performance data, which in turn can diso affected by accounting methods
(Dechow, Sloan, and Sweeney 1995). Nevertheleggefand complementary research could

improve these deficiencies by using objective fpenformance data.

The analysis of measurement scales constitutes@pi®d research method that is
particularly useful to test theoretical relationshibetween concepts such as EO, OLC,
innovation and firm performance (Covin et al. 20@3een et al. 2008). However, further
gualitative research would be useful to provideaamn-depth picture of these relationships
in a variety of cases within the sample. Such alyars would depict specific situations that
are out of the norm of this study hypotheses, sascthose minority firms that have a high EO
but a low performance. This could be due to proklenth learning and innovation processes.

Because this research is based on a single indasalysis, it has benefited from
dealing with firms that are likely to be economigahnd technologically homogeneous.
However, it must be stressed that single industyclusions should be considered with
caution. Further research in other industries eded to empirically assess the effect of EO

on OLC and innovation performance.
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FIGURE 1: Conceptual model
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TABLE 1: Samplefirm size and location

Number of Employees

(1) Micro-enterprises| (2) Small enterprise:t (3) Medium enterprises (6) Large enterprises Total
(Fewer than 10) (Between 11 and 49) (Between 50 and 249) (Over 250)
Italian 0 17 40 25 82
Firms
Spanish 0 27 65 8 100
Firms
Total 0 44 105 33 182

Note: Size categories correspond to the European CosioniRecommendation, 6th May 2008tp://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:3024:0036:0041:en:PDF
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TABLE 2: Factor correlations, means, standard deviations, and alpha réeliabilities

Mean| S.D. 1 2 3 4 5 6 7 8 9 10 11
1. EXP (@=0.74
5.22| 1.3
CR=0.76)
2. RISK (a=0.70/
4.56|  1.38| 0.53
CR=0.71)
3. ENV (@=0.82
477|  1.33] 059 | 0.60*
CR=0.82)
4. DIALOG (a=0.83/
544/  1.08) 0.60* | 0.38™ | 0.52*
CR=0.83)
5. PARTICIP (a=0.88 /
458|  1.41| 045% | 056" | 0.62= | 0.48*
CR=0.87)
6. PRODUCT EFFECTIV. (@=0.91/
507| 1.1 0.48* | 0.38* | 046" | 055 | 0.33*
CR=0.91)
7. PROCESS EFFECTIV. (@=0.94 /
4.90|  1.12| 0.44* | 041® | 048« | 054~ | 0.42% | 0.84*
CR=0.94)
8. INNOVATION (a=0.92/
EFFICIENCY 4.69|  1.22| 0.49% | 048~ | 052 | 048" | 045 | 080~ | 0.78
CR=0.91)
9. GROWTH (a=0.93/
4.87| 127 043* | 036" | 056" | 050* | 0.48~ | 0.62™ | 0.65% | 055
CR=0.92)
10. PROFITABILITY (@=0.92/
471  1.19| 044 | 044~ | 052 | 0.40* | 0.44* | 063~ | 0.66* | 063" | 0.76*
CR=0.91)
11. ENTREPRENEURIAL (a=0.87/
ORIENTATION 4111 112) 028" | 014 | 023% | 031 | 009 | 053 | 039%| 048" | 037 | 042% | o

N = 182; Alpha reliabilities and Composite Reli#i®k are shown in brackets on the diagonal.

** Correlation is significant at the 0.01 level.
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FIGURE 2: Structural Equations M odel
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X2 =2622.47 p=0.000; d.f.=13082/d.f.=2
NFI=0.95; NNFI=0.97; CFI=0.97; RMSEA=0.07

Note: For the sake of brevity, only the loads on thedtlgpses paths are shown. Parameters

not shown here are all standardized, significapt<a0.001, and above 0.4
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Appendix:

Innovation Perfor mance M easurement Scale

Please state your firm performance compared to @#igbur competitors over the last three years wéthard to the

following items

Dimension Item Literature source
Product innovation PT1. Replacement of products being phased out OEQO5}2
effectiveness

PT2.

Extension of product range within main prodigdtl through

new products

PT3.

Extension of product range outside main profieicl

PTA4.

Development of environment-friendly products

PT5.

Market share evolution

PT6.

Opening of new markets abroad

PT7.

Opening of new domestic target groups

Process innovation
effectiveness

PS1.

Improvement of production flexibility

PS2.

Reduction of production costs by cutting latost per unit

PS3.

Reduction of production costs by cutting matkeri

consumption

PS4.

Reduction of production costs by cutting eneagsumption

PS5.

rate

Reduction of production costs by cutting reggroduction

PS6.

Reduction of production costs by cutting desists

PS7.

Reduction of production costs by cutting prtidaccycle

PS8.

Improvement of product quality

PS9.

Improvement of labor conditions

PS10. Reduction of environmental damage

Project innovation
efficiency

EF1. Average innovation project development time

EF2. Average number of innovation project workirugits

EF3. Average cost per innovation project

EF4.

Degree of overall satisfaction with innovatpoject

efficiency

vBrand Eisenhard
(1995); Chiesa et al.
(1996);
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