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STIMULATING THE ENTREPRENEURIAL ORIENTATION OF SMEs: THE 

INFLUENCE OF THE INSTITUTIONAL ENVIRONMENT 

 

ABSTRACT 

This paper aims to highlight the importance of institutional theory in analyzing 

entrepreneurship. In order to do that, an empirical analysis of how the institutional 

environment influences the entrepreneurial orientation of small and medium-sized 

enterprises (SMEs) has been performed. The model presented in this study starts from 

the analysis of the dimensions of the institutional environment that have been 

empirically less analyzed: the cognitive and normative dimensions, as well as the 

entrepreneurial orientation in terms of proactiveness, innovativeness and risk-taking. 

Our results contribute to the current entrepreneurship research as they expand the 

development of the relationships between institutions and entrepreneurship. 

 

Keywords: institutional environment, entrepreneurial orientation, cognitive, normative, 

CIP 

 

 

1. INTRODUCTION 

 

Entrepreneurship is a vital aspect in organizations' growth, cost-effectiveness, and 

survival; it is regarded as the engine that drives modern economy and social 

development through economic growth, employment generation, and promotion of 

innovativeness (Bosma et al., 2009; Bosma and Levie, 2010; Gómez-Gras et al., 2010).  

 

Research aims to gain a better understanding of the phenomenon of entrepreneurship by 

means of the analysis of various factors affecting it, such as the organizational values, 

the features of organizations or the availability of resources (Antoncic and Hisrich, 

2001; Covin and Slevin, 1991; Guth and Ginsberg, 1990; Ireland et al., 2009). 

Entrepreneurial orientation has been taken into account as a factor as well (Lumpkin 

and Dess, 1996; Miller, 1983). Entrepreneurial orientation is a concept based on a set of 

processes, practices and activities that enables entrepreneurial performance, which is 

generally measured in terms of proactiveness, innovativeness, and risk-taking (Lumpkin 

and Dess, 1996; Miller, 1983). 

 

The development of the entrepreneurial orientation among organizations and its 

members is influenced by a variety of factors (Covin and Slevin, 1991; Knight, 1997; 

Zahra, 1993). Among these factors, the environment plays a key role. However, the 

analysis of environment is normally carried out by means of the most known 

dimensions (hostility, dynamism), obviating the existence of an institutional 

environment that affects organizational management and entrepreneurship as well 

(Baumol et al., 2009; Bruton et al., 2010). The current importance of the institutional 

environment offers us the opportunity of analyzing how it puts pressure and exerts 

influence on the organizations' attitude towards a more entrepreneurial stance. 

 

The institutional environment is defined on the basis of an existing set of regulations 

and requirements to which organizations should be subjected in order to acquire support 

and legitimacy (Scott and Meyer, 1991). This institutional environment must be taken 

into account in the models that analyze the firms' entrepreneurial orientation, since it is 

a strong influential factor that affects organizational management, providing social 
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behavior with stability and meaning (Scott, 1995). In fact, the research papers that 

pertain institutional environment to entrepreneurship have attracted great attention 

recently (Lim et al., 2010; Kshetri, 2009; Manolova et al., 2008), yet it is necessary to 

apply a greater empirical contrast in order to facilitate the creation of explicative models 

for the existing relationship between this environment and manifestations of 

entrepreneurship (Bruton et al., 2010; Spencer and Gómez, 2004). 

 

The literature that relates institutions to entrepreneurship has undergone a rapid 

development in the last ten years (Busenitz et al., 2000; Bruton et al., 2010; Spencer 

and Gómez, 2004). Nevertheless, descriptive analyses have been performed (Manolova 

et al., 2008; Stephen et al., 2005), while others have more deeply examined the impact 

that the regulatory dimension has on the rest of dimensions (Capelleras et al., 2008; 

Child and Tsai, 2005). This is the reason why the present paper empirically analyzes 

how the institutional environment, measured through its cognitive and normative 

dimensions, affects Spanish SMEs in the development of a greater entrepreneurial 

orientation.  

 

The fact that a sample of small and medium-sized enterprises was required is closely 

linked to the significance of SMEs as a collective. The number of enterprises regarded 

as small to medium-sized within the OECD group of countries remains above 95% of 

total enterprises (OCDE, 2000). On the other hand, both the scant attention paid to 

SMEs, compared to that of large enterprises by the literature on management, and the 

social and economic relevance of SMEs in global economy have determined that the 

analyses carried out in our study focus on SMEs. 

 

2. THEORETICAL BACKGROUND AND HYPOTHESES 

2.1. THE ENTREPRENEURIAL ORIENTATION 

 

Entrepreneurial orientation is defined as the set of processes, practices and activities 

pertaining to decision-making that enable entrepreneurial performance (Dess and 

Lumpkin, 2005; Covin and Slevin, 1991; Lumpkin and Dess, 1996; Miller, 1983).  

 

Researchers conceptualize entrepreneurial orientation as a construct that comprises a 

variety of dimensions (Dess and Lumpkin, 2005; Lumpkin and Dess, 1996; Miller, 

1983). Although there are several models, it is largely accepted among researchers that 

entrepreneurial orientation is based on the capability of innovation, proactiveness, and 

taking risks (Barringer and Bluedorn, 1999; Kreiser and Davis, 2010; Kreiser et al., 

2002; Miller, 1983). More specifically, innovativeness relates to the organization's 

commitment in managing and supporting new ideas and processes that bring about new 

products, services or processes (Lumpkin and Dess, 1996). Proactiveness refers to the 

search for opportunities to introduce new products or services in the marketplace, 

providing a competitive response in advance of new demand (Lumpkin and Dess, 

1996). Finally, risk-taking consists in the extent to which managers are willing to 

venture a larger amount of resources with an uncertain return (Miller and Friesen, 

1978). 

 

Early research on entrepreneurial orientation maintained that an entrepreneurial 

organization must show high levels of each dimension, which might even be measured 

through aggregation of all its values into a single value (Covin and Slevin, 1991; Miller, 

1983). Conversely, recent research suggests that these three dimensions can relate 
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differently to other types of variables, and therefore it is necessary to analyze the 

influence of each separately (Dess and Lumpkin, 2005; Kreiser et al., 2002; Kreiser and 

Davis, 2010; Lumpkin and Dess, 1996). 

 

2.2. THE INFLUENCE OF INSTITUTIONAL ENVIRONMENT ON THE 

ENTREPRENEURIAL ORIENTATION 

 

As previously mentioned, researchers have outlined diverse models focusing on the 

analysis of the factors that affect the development of the entrepreneurial orientation 

(Covin and Slevin, 1991; Knight, 1997; Zahra, 1993). Among these factors, 

environment has been widely used for this analysis, yet excluding the institutional 

environment within which organizations are embedded.  

 

Nevertheless, national and Community institutions are carrying an increasingly heavier 

weight on this issue, since there is a strong tendency among public entities to design 

measures to promote entrepreneurship, enhance the entrepreneurial climate, and build a 

more innovative and creative society that takes advantage of the existing opportunities 

in the market (European Commission, 2003, 2004). Accordingly, it is both fundamental 

and necessary that the analysis is performed from an institutional perspective in order to 

better understand the entrepreneurial phenomenon in itself (Baumol et al., 2009; Bruton 

et al., 2010; Spencer and Gómez, 2004).  

 

Institutional theory focuses on the aspects of context, in which organizations are 

embedded, with an emphasis on the set of values, norms, and beliefs that function as 

rational myths, guiding organizations' behavior (Meyer and Rowan, 1977). This theory 

provides a helpful insight into the social relationships that an organization establishes 

with other organizations and institutions of its environment, and points out that 

conformity with the rules and institutional norms is a key factor for success (DiMaggio 

and Powell, 1983; Meyer and Rowan, 1977). Furthermore, institutional theory has 

proved a convenient framework for organizational analysis (DiMaggio and Powell, 

1991). 

 

Scott (1995) examined the institutional environment on the basis of three dimensions: 

cognitive, normative, and regulatory; which provide social behavior with stability and 

meaning. Kostova (1999) interpreted Scott's institutional dimensions, and outlined the 

relationship between these dimensions and organizational management through the 

concept “Country Institutional Profile” (CIP). Thus, the regulatory dimension includes 

the governmental policies that provide support to new corporate ventures businesses and 

facilitate entrepreneurial efforts. The cognitive dimension refers to the skills and 

knowledge possessed by the inhabitants of a certain country pertaining to corporate 

management business management, thereby this knowledge becoming a part of the 

shared cognitive schemas. Finally, the normative dimension refers to the extent to 

which the people in a given country esteem individuals and organizations of that 

country having a creative and innovative mindset (Busenitz et al., 2000). 

 

On the other hand, the institutional environment is not static, but dynamic, and also 

increasingly changing, and therefore exerts a continuous pressure over organizations 

that force them to continuously adapt to the new situations (Hoffmann, 1999; Kraatz 

and Moore, 2002). This uninterrupted and powerful influence that the institutional 

environment has over organizations justifies its remarkable effect on entrepreneurship. 
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Thus, the present paper focuses on the dimensions of the institutional environment that 

have been empirically less analyzed in the literature, i.e. the cognitive and normative 

dimensions. With regard to the regulatory dimension, mainly because it can be 

measured more easily, there is sufficient empirical research to confirm its relevance in 

the development of entrepreneurship and its various dimensions (Capelleras et al., 2008; 

Child and Tsai, 2005; Sherer and Lee, 2002; Yiu and Makino, 2002), and therefore it is 

regarded as unnecessary for the purpose of our study. 

 

For these reasons, from an institutional point of view, a further development of 

entrepreneurship involves institutions in improving specific structural elements, thereby 

institutionalizing an environment within which the capabilities of taking risks, as well as 

innovativeness and initiative in organizational management are structural elements 

common to all organizations in the field. On the basis of this premise, it is assumed that 

the existence of an institutional environment that promotes entrepreneurship has a 

positive effect on the entrepreneurial capability of its organizations and citizens. 

 

The present paper focuses on the analysis of how the institutional environment of a 

given country influences the entrepreneurial orientation of organizations in two different 

manners: through either the development of certain shared cognitive schemas pertaining 

to innovative attitudes and behaviors, or the existence of a society that positively values 

innovative behaviors, creativity, and the generation of new ventures. 

 

In order to create shared cognitive schemas on management, it is necessary to develop 

an adequate management education aimed at diminishing social aversion to what is in 

line with business and the handling of uncertainty and risk. These shared schemas and 

values have a decisive influence over the organizations of a given place, helping expand 

the adoption of more competitive stances and the development of more initiatives in the 

marketplace (Busenitz et al., 2000; Spencer and Gómez, 2004). 

 

Education and training programs are integral parts of the socio-economic infrastructure, 

which encourages organizations and its members to become more entrepreneurial 

(Vesper, 1996), and consequently a society rich in human resources, with certain 

educational backgrounds or skills, develops a greater entrepreneurial orientation 

(Whitley, 1999). Thus, the societies of countries where there is a high-quality education 

system are composed of citizens and firms that perceive entrepreneurial opportunities as 

being more accessible (Begley et al., 2005). In other words, the existence of 

institutional agreements, such as entrepreneurial education, has a significant effect on 

entrepreneurial efforts (Bowen and DeClerq, 2008, Hernández-Mogollón and Pérez 

Rubio, 2010).  

 

For all the reasons mentioned above, an institutional environment where certain 

cognitive schemas and skills are shared significantly influences the entrepreneurial 

orientation of the organizations of a given area, with the result that firms are better able 

to take initiatives as well as competitive, innovative and risky stances. 

These assumptions are represented in the following set of hypotheses: 

 

H1a: The existence of certain shared cognitive schemas on business management 

(cognitive environment) has a positive effect on the organization's proactiveness. 



 6 

H1b: The existence of shared cognitive schemas on business management (cognitive 

environment) has a positive effect on the organization's innovativeness. 

H1c: The existence of shared cognitive schemas on business management (cognitive 

environment) has a positive effect on the organization's risk-taking. 

 

On the other hand, the values and culture of a society have an influence on the 

orientation of people towards entrepreneurship, which may manage to increase the value 

given to creativity and the practical application of ideas regarding ventures (Tata and 

Prasad, 2010). An open-minded society that shows initiative and positively values 

creativity and innovativeness, also creates a normative environment which encourages 

organizations to change their current models of strategic orientation towards 

entrepreneurial stances. By referring to the normative dimension in this case, the 

function of institutions should be to boost the entrepreneurial profile through its actions, 

acting upon the values and culture of society (Ahlstrom and Bruton, 2002; Nguyen et 

al., 2009; Kshetri, 2009). 

 

Thus, the existence of a culturally innovative society that positively values initiative, 

creativity, and the presence of entrepreneurial values, also pressures organizations of an 

specific field to adopt entrepreneurial stances, developing a greater initiative, a greater 

capability of both taking risks and adopting more aggressive and risky competitive 

stances. These assumptions are summarized in the second set of hypotheses to be 

verified:  

 

H2a: A society that values creativity and initiative (normative environment) has a 

positive effect on the organization's proactiveness. 

H2b: A society that values creativity and initiative (normative environment) has a 

positive effect on the organization's innovativeness. 

H2c: A society that values creativity and initiative (normative environment) has a 

positive effect on the organization's level of risk-taking. 

 

 

3. RESEARCH METHODOLOGY 

 

The collection of data for the empirical analysis was carried out by means of a survey 

conducted among Spanish enterprises. The measures were tested by an expert through a 

pilot survey prior to administration. The data were obtained through a structured 

questionnaire administered to the managers of the enterprises contacted during March to 

May 2009. The choice of corporate managers as key informants was a decision made on 

the basis that they receive information from the various organizational units, and 

therefore they are a valuable source to assess the different variables of the enterprise 

(Baer and Frese, 2003). This is an effective approach in many research contexts (Liao, 

2007; Ling et al, 2008).  

 

The literature acknowledges the existence of possible prejudgments that must be 

avoided (Podsakoff et al., 2003), and therefore some specific recommendations were 

put into practice during our research work, in order to reduce as much as possible the 

risk of bias and prejudgments prejudices in the answers. Thus, the respondents were 

granted anonymity and informed that there were not right or wrong answers to the 

questions asked during the interviewer-administered telephone questionnaire, and 

therefore they should answer the questions as truthfully and honestly as possible. These 
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features of the survey help reduce any potential concern fear among the respondents of 

giving answers they think are expected of them. Additionally, special care was taken to 

avoid the use of ambiguous scales, translating the items of the scales used as clearly, 

accurately and briefly as possible, and including clarifications in the definitions of the 

variables the respondents might be less familiar with.  

 

With respect to the sample, it must be noted that all enterprises surveyed operated 

within Spain borders and belonged to various sectors. Prior to administration of the 

questionnaire, data on 6455 enterprises were collected from Duns & Bradstreet 

database. Firstly, a survey was conducted on a randomly selected sample of 1455 

enterprises contacted by telephone, of which 150 answered questionnaires were 

regarded as valid. The present paper only takes account of those valid questionnaires 

that were obtained from small and medium-sized enterprises, 49 in number; these were 

the object of our study. The distribution over the Spanish geography shows us that 

40,81% of the business that answered the questionnaire were located on the East side of 

Spain (Catalonia, Valencia), the 26,53% were located on the Centre zone of Spain, over 

the 18% of enterprises that responded were established in the North side of Spain, ante 

the rest, 14,29% of business, were located in the South region (see graph 1). 

 

 

Graph 1: Geographic distribution of the survey 

SOUTH 18,37%

NORTH
14,29%

EAST 40,81%

CENTRE
26,53%

 
 

In order to select this final sub-sample based on the size, we used the EU classification 

of enterprise size that aims to standardize the separate classifications of all its Member 

States. Therefore, on the basis of this classification, enterprises having less than 50 

employees are regarded as "small", and enterprises having less than 250 employees are 

regarded as "medium-sized" (OCDE, 2000). 

 

In the present paper, a sample research methodology has been used to measure the 

different observed variables. In order to do that, the measuring scales used in this study 

have already been applied and validated by the existing literature. Particularly, in order 
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to measure the cognitive and normative dimensions of the institutional environment, we 

have used the scale “Country Institutional Profile” (CIP) developed by Busenitz et al. 

(2000) and later validated by other research papers (Gray and Cuevas, 2005; Manolova 

et al., 2008; Spencer and Gómez, 2004). Based on that scale, we have used two 

constructs comprised of four items each to measure both dimensions. 

 

With regard to the several dimensions of entrepreneurial orientation, there are many 

studies that describe various measuring scales (Antoncic and Hisrich, 2001; Barringer 

and Bluedorn, 1999; Knight, 1997; Miller, 1983). In the present paper, we have used the 

scale of Barringer and Bluedorn (1999), which measures proactiveness (3 items), 

innovativeness (3 items), and risk-taking (3 items). 

 

4. RESULTS AND DISCUSSION 

 

The data analysis was carried out by means of the partial least-squares approximation 

(PLS). PLS is a model consisting of structural equations that enables to simultaneously 

analyze diverse constructs, offering certain advantages over other methods (Barclay et 

al., 1995). Additionally, PLS provides a powerful validity assessment tool that takes 

account of random and systematic measurement errors (Fornell and Larcker, 1981). It 

also provides robust results, even in the presence of multicollinearity within blocks of 

manifest and between latent variables (Naik and Tsai, 2000).  

 

Furthermore, unlike other software applications such as LISREL (a SEM technique 

based on covariance analysis), PLS is based on variance analysis, and mainly used to 

predict causal analyses. Thus, “being a components-based structural equations 

modelling technique, PLS is similar to regression, but simultaneously models the 

structural paths (i.e. theoretical relationships among latent variables) and measurement 

paths (i.e. relationships between a latent variable and its indicators)” (Chin et al., 1996, 

p.25). 

 

This technique has been used in strategic literature (Johansson and Yip, 1994), as well 

as in marketing (Diamantopoulos and Winklhofer, 2001; Jarvis et al., 2003) and, more 

recently, in entrepreneurial literature (Benítez-Amado et al., 2010; Lim et al., 2010). 

One advantage of the PLS method is that it is recommended for small samples (Barclay 

et al., 1995; Chin et al., 1996). The analysis was performed using the software package 

SmartPLS 2.0.M3 (Ringle et al., 2005). 

 

Three analyses need to be performed in order to assess the validity of the model: content 

validity, convergent validity, and discriminant validity. The content validity analysis is 

required to determine whether the scales are valid, and is performed using measures 

derived from scales drawn from the existing literature. The convergent validity can be 

assessed by analyzing Cronbach's alpha (> 0.7), composite reliability (> 0.7), and 

variance extracted (> 0.5) for each scale; this analysis provides validity and reliability to 

the measures (Table I). Finally, the factor loadings of the indicators' constructs exceed 

the recommended minimum value of 0.7 (from 0.71 up to 0.98), which indicates that 

individual items are sufficiently reliable. Only two items of the cognitive environment 

scale did not exceed the established minimum value, and were consequently neglected 

in the model. All items have significant path loadings at a significance level 0.001 (all 

tests are two-tailed). Table I shows the number of items, Cronbach's alpha, composite 

reliability, extracted variance, and individual reliability of each item used. This 
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information demonstrates the convergent validity of the empirical context of this 

analysis. 

 

Table I: Measurement properties of constructs. 

Latent 

construct 

Number 

of items 

Number of 

items in 

final model 

Cronbach´

s alpha 

Composite 

reliability 
AVE 

Items 

reliability 

Cognitive 4 2 0.76 0.87 0.77 0.76-0.98 

Normative 4 4 0.82 0.88 0.64 0.73-0.87 

Proactiveness 3 3 0.88 0.92 0.81 0.84-0.93 

Innovativeness 3 3 0.78 0.86 0.69 0.71-0.91 

Risk-taking 3 3 0.93 0.96 0.89 0.93-0.95 

 

We verified the discriminant validity of our instrument by comparing the square root of 

the AVE with the correlations between the construct and between the indicators of the 

construct (Fornell and Lacker, 1981; Barclay et al., 1995). The analysis results 

demonstrate that the scales used show discriminant validity. In Table II are shown the 

correlations between the constructs and the comparison between them and the square 

root of the extracted variance. Finally, the correlation matrix do not show correlated 

variables (the highest index of correlation between the main constructs is r = 0.65), and 

therefore the usual bias in the result obtained from very high correlations (r > 0.90) is 

successfully avoided (Pavlou and El Sawy, 2006). Furthermore, it is highly improbable 

that collinearity problems come up when applying the PLS algorithm to all the 

constructs in a reflective model (Chin et al., 1996). The proposed model was tested with 

SmartPLS 2.0.M3. In order to estimate the meaning of the path coefficients, the 

bootstrapping procedure was used with 500 sub-samples (Benítez-Amado et al., 2010; 

Rai et al., 2006).  

 

Table II: Correlations between constructs. 

 Mean SD COG NOR PROACT INNOVA RISK 

COG 3,50 0,93 0.87     

NOR 4,19 1,19 0.17 0.80    

PROACT 4,44 1,29 0.25 0.49 0.90   

INNOVA 3,57 1,23 0.30 0.34 0.65 0.83  

RISK 3,68 1,55 0.31 0.29 0.53 0.62 0.94 

Diagonal elements in the “correlation of constructs” matrix are the square roots of AVE. 

For adequate discriminant validity, diagonal elements should be greater than corresponding 

off-diagonal elements (Barclay et al., 1995). 

COG, cognitive factor; NORM, normative factor; PROACT, proactiveness; INNOVA, 

innovativeness; RISK, risk-taking. 

 

All the hypotheses were tested using the basic research model previously described, 

which related the institutional environment, measured through its cognitive and 

normative dimensions, with the entrepreneurial orientation of the small and medium-

sized enterprise, measured in terms of proactiveness, innovativeness, and risk-taking. 

 

The results yielded by the hypotheses of our basic research model are shown in Figure I. 

The cognitive environment has a direct, positive, and significant impact on the firms' 

level of proactiveness (β = 0.24, p < 0.05), confirming the hypothesis H1a. The 

hypotheses H1b and H1c were also confirmed by the model. Specifically, the cognitive 
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environment has a positive effect on the level of both innovativeness (β = 0.17, p < 

0.05) and proactiveness (β = 0.26, p < 0.05) of organizations in a given field. With 

regard to the normative environment, the empirical evidence demonstrates it has a 

positive effect on the levels of proactiveness (β = 0.30, p < 0.01), innovativeness (β = 

0.46, p < 0.01), and risk-taking (β = 0.25, p < 0.01), consequently confirming the 

hypotheses H2a, H2b, and H2c. 

 

Figure I: Results from the proposed model 

 
 

In order to assess the quality of the model, the values of R-squared and the path 

coefficients, as well as the level of significance of the path coefficients need to be 

analyzed (Barclay et al., 1995; Chin, 1998). The value of R-squared is 0.17, 0.27, and 

0.15 respectively for the latent variables proactiveness, innovativeness, and risk-taking. 

Additionally, all the values were statistically significant, which indicates a satisfactory 

predictive level for the proposed research model (Chin, 1998). 

 

The results obtained indicate that the institutional environment, measured through the 

cognitive and normative dimensions, has a positive and significant influence on the 

entrepreneurial orientation of the small and medium-sized enterprises. These results are 

important as they empirically demonstrate that an effective medium for promotion of 

the entrepreneurial spirit among organizations can be achieved by means of both 

modifying the existing schemas at institutional level and changing the established 

paradigms. In order to do that, the institutions' social and cultural dimensions should 

stimulate the entrepreneurial spirit through individuals' attitudes, preferences, and 

capabilities. 
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We have empirically demonstrated that an institutional environment which decidedly 

encourages initiative, creativity, innovativeness, and the capability of taking risks is 

necessary, since organizations clearly show a greater entrepreneurial orientation if 

institutions adopt that favorable stance towards entrepreneurship. Furthermore, it is 

necessary to promote a better and more comprehensive management education at all 

levels of society. The development of certain shared schemas on management, as well 

as the manner in which risks are taken and difficulties are dealt with, creates a business 

culture that has a conclusive influence on the development of entrepreneurial orientation 

among organizations. 

 

 

6. CONCLUSIONS 

 

Entrepreneurship has proved one of the more viable options as regards economic and 

social development in recent times. This is the reason why it is drawing more and more 

the attention from researchers that analyze its functioning, as well as its consequences 

and the manner of stimulating its effective development. Institutional theory serves as a 

starting point in attempting to explain how firms which are embedded within a specific 

economic framework can adopt a more entrepreneurial stance, since the institutional 

environment provides organizations with the regulations to be complied with in order to 

gain legitimacy for their actions. 

 

The main contribution of our study is the empirical demonstration of how the 

institutional environment positively influences the entrepreneurial orientation of small 

and medium-sized enterprises. The literature acknowledges that the development of 

institutions which help create a favorable business climate may be one of the viable 

pathways towards the development of entrepreneurship in a given region or country, but 

also that greater empirical contributions in this field are needed to do so. 

 

This paper underlines the importance of two particular dimensions of the institutional 

environment, i.e. the normative and cognitive dimensions, in developing a greater 

entrepreneurial orientation among organizations. In addition to other factors that have 

been already analyzed in the literature, institutionalization of societal knowledge 

relating to business management helps organizations have a stronger entrepreneurial 

orientation. Furthermore, a society that values creative and innovative behaviors also 

has a positive influence on the organizations' entrepreneurial orientation. Thus, our 

results have important implications at both firms' and institutional level. With regard to 

regulators, our results show the relevance of the involvement of public institutions and 

administrations in the promotion of training and awareness programs in order to 

develop new entrepreneurial activities, since this type of initiative entails a change of 

mentality within the corporate sector. 

 

From the institutional perspective, this change must be originated through a 

development of the values, culture, and knowledge on corporate management business. 

In this respect, one of the steps towards success is that society is comprised of creative 

and innovative individuals who possess initiative and are capable of taking risks. 

Accordingly, a more comprehensive business education, at all educational levels, would 

be essential in order to achieve the social change referred to above. This orientation of 

the institutional environment, the change in attitude of the organizations regarding the 

latter, and the stronger aggressiveness and competitiveness stances of the majority of 
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citizens regarding business will succeed in boosting the entrepreneurial capability of 

society as a whole, something that will have an effect on such capability at 

organizational level.  

 

This study presents some limitations: there is only one informant, our research and its 

results are of a cross-sectional nature, and the small sample used in the analysis consists 

of only Spanish small and medium-sized enterprises. Nevertheless, the institutional 

literature warns of the difficulty in using aggregate samples of different countries 

because of the various, existing institutional environments, as well as the difficulty 

associated with establishing a common, single institutional environment in order to 

generalize the results (Busenitz et al., 2000).  

 

Further empirical analyses must exceed the limitations mentioned above, and yield 

deeper and more complete results than the results obtained in this study. Further 

research must include additional variables in both the institutional environment, 

regulatory dimension, and entrepreneurial orientation, competitive aggressiveness and 

autonomy, that will serve to establish more developed and complete models of the 

relationships between institutions and entrepreneurship. 



   

 

   

   

 

   

   

 

   

   Int. J. , Vol. x, No. x, xxxx 13    
 

   Copyright © 200x Inderscience Enterprises Ltd. 

 

 

   

   

 

   

   

 

   

       
 

BIBLIOGRAPHY 

Alshtrom, D. and Bruton, G.D. (2002) `An institutional perspective on the 

role of culture in shaping strategic actions by technology-focused 

entrepreneurial forms in China´, Entrepreneurship Theory and Practice, 

Vol. 26, No. 4, pp.53-69. 

Antoncic, B. and Hisrich, R.D. (2001) `Intrapreneurship: construct 

refinement and cross-cultural validation´, Journal of Business Venturing, 

Vol. 16, pp.495-527. 

Baer, M., and Frese, M. (2003) `Innovation is not enough: climate for 

initiative and psychological safety, process innovations, and firm 

performance´, Journal of Organizational Behavior, Vol. 24, pp.45-68. 

Barclay, D., Higgins, C., and Thompson, R. (1995) `The partial least 

squares (PLS) approach to casual modelling: personal computer adoption 

and use an illustration´, Technology Studies, Vol. 2, No. 2, pp.285-309. 

Barringer, B.R. and Bluedorn, A.C. (1999) `The relationship between 

corporate entrepreneurship and strategic management´, Strategic 

Management Journal, Vol. 20, pp.421-444. 

Baumol, W.J., Litan, R.E. and Schramm, C.J. (2009) Good capitalism, 

bad capitalism, and the economics of growth and prosperity, New Haven, 

CT: Yale University Press. 

Begley, T.M., Tan, W-L. and Schoch, H. (2005) `Politico-economic 

factors associated with interest in starting a business: A multi-country 

study´, Entrepreneurship Theory and Practice, Vol. 29, No. 1, pp.35-55. 

Benitez-Amado, J., Llorens-Montes, F.J. and Perez-Arostegui, M.N. 

(2010) `Information technology-enabled intrapreneurship culture and firm 

performance´, Industrial Management & Data Systems, Vol. 110, No. 4, 

pp.550-566. 

Bosma, N. and Levie, J. (2010) Global Entrepreneurship Monitor. 2009 

Executive Report, GEM. 

Bosma, N., Acs, Z.J., Autio, E., Coduras, A. and Levie, J. (2009). Global 

Entrepreneurship Monitor. 2008 Executive Report, GEM. 

Bowen, H.P. and De Clerq, D. (2008) `Institutional context and the 

allocation of entrepreneurial effort´, Journal of International Business 

Studies, Vol. 39, No. 4, pp. 747-767. 

Bruton, G,D., Ahlstrom, D. and Li, H-L. (2010) `Institutional theory and 

entrepreneurship: Where are we now and where do we need to move in the 

future?´, Entrepreneurship Theory and Practice, Vol. 34, No. 3, pp.421-

440. 

Busenitz, L.W., Gómez, C. and Spencer, J.W. (2000) `Country 

institutional profiles: Interlocking entrepreneurial phenomena´, Academy 

of Management Journal, Vol. 43, No. 5, pp.994-1003. 



   

 

   

   

 

   

   

 

   

    Author    
 

    

 

 

   

   

 

   

   

 

   

       
 

Capelleras, J., Mole, K.F., Greene, F.J. and Storey, D. (2008) `Do more 

heavely regulated economies have poorer performing new ventures? 

Evidence from Britain and Spain´, Journal of International Business 

Studies, Vol. 39, pp.688-704. 

Child, J. and Tsai, T. (2005) `The dynamic between firms’ environmental 

strategies and institutional constraints in emerging economies: Evidence 

from China and Taiwan´, Journal of Management Studies, Vol. 42, No. 1, 

pp.95–125. 

Chin, W.W. (1998) `Issues and opinion on structural equation modelling´, 

MIS Quarterly, Vol. 22, No. 1, pp.7-16. 

Chin, W.W., Marcolin, B.L. and Newsted, P.R. (1996), `A partial least 

squares latent variable modelling approach for measuring interaction 

effects: results from a Monte Carlo simulation study and voice 

emotion/adoption study´, Proceeding of the 17th International Conference 

of Information Systems, Cleveland, OH, USA, 21-41. 

Covin, J.G. and Slevin, D.P. (1991) `A conceptual model of 

entrepreneurship as firm behavior´, Entrepreneurship Theory and 

Practice, Vol. 16, No. 1, pp.7-25. 

Dacin, M.T., Kostova, T. and Roth, K. (2008) `Institutional theory in the 

study of multinational corporations: a critique and new directions´, 

Academy of Management Review, Vol. 33, No. 4, pp.994-1006. 

Dess, G.G. and Lumpkin, G.T. (2005) `The role of entrepreneurial 

orientation in stimulating effective corporate entrepreneurship´, Academy 

of Management Executive, Vol. 19, No. 1, pp.147-156. 

Diamantopoulos, A. and Winklhofer, P. (2000) `Index construction with 

formative indicators: An alternative in scale development´, Journal of 

Marketing Research, Vol. 38, No. 2, pp.269-277. 

DiMaggio, P.J. and Powell, W.W. (1983) `The iron cage revisited: 

Institutional isomorphism and collective rationality´, American 

Sociological Review, Vol. 48, pp.147-160. 

DiMaggio, P.J. and Powell, W.W. (1991) The New Institutionalism in 

Organizational Analysis, The University of Chicago Press. 

European Commission. (2003) Green Paper: Entrepreneurship in Europe, 

Communication from the Commission to the Council, the European 

Parliament, the European Economic and Social Committee and the 

Committee of the Regions, COM (98) 222. 

European Commission. (2004) Action Plan: The European Agenda for 

Entrepreneurship, Communication from the Commission to the Council, 

the European Parliament, the European Economic and Social Committee 

and the Committee of the Regions, COM (03) 70. 



   

 

   

   

 

   

   

 

   

    Title    
 

    

 

 

   

   

 

   

   

 

   

       
 

Fornell, C. and Larcker, D. (1981) `Evaluating structural equation models 

with unobservable variables and measurement error´, Journal of 

Marketing Research, Vol. 18, pp.39-50. 

Gray, S.R. and Cuevas, T.M. (2005) `Regulatory, cognitive and normative 

factors affecting small business development in Northern Mexico´, 

International Journal of Entrepreneurship, Vol. 9, pp.91-100. 

Gómez-Gras, J.M., Mira-Solves, I. and Martínez-Mateo, J. (2010). 

`Determinants of entrepreneurship: an overview´, International Journal of 

Business Environment, Vol. 3, No. 1, pp. 1-14. 

Guth, W.D. and Ginsberg, A. (1990) `Guest editors´ introduction: 

Corporate entrepreneurship´, Strategic Management Journal, Vol. 11, No. 

5, pp.5-15. 

Hernández-Mogollón, R. and Pérez-Rubio, P. (2010). `An approach to 

entrepreneurial culture and education in secondary school´, International 

Journal of Business Environment, Vol. 3, No. 1, pp. 120-134. 

Hoffman, A.J. (1999) `Institutional evolution and change: 

Environmentalism and the U.S. Chemical Industry´, Academy of 

Management Journal, Vol. 42, No. 4, pp.351-371. 

Ireland, R.D., Covin, J.G. and Kuratko, D.F. (2009) `Conceptualizing 

corporate entrepreneurship strategy´, Entrepreneurship Theory and 

Practice, Vol. 33, No. 1, pp.19-46. 

Jarvis, C.B, MacKenzie, S.B. and Podsakoff, P.M. (2003) `A critical 

review of construct indicators and measurement model misspecification in 

marketing and consumer research´, Journal of Consumer Research, Vol. 

30, No. 2, pp.199-218. 

Johansson, J.K. and Yip, G.S. (1994) `Exploiting globalization potential: 

U.S. and Japanese strategies´, Strategic Management Journal, Vol. 15, 

No. 8, pp.579-601. 

Kostova, T. (1999) `Transnational transfer of strategic organizational 

practices: A contextual perspective´, Academy of Management Review, 

Vol. 24, No. 2, pp.308–324. 

Knight, G.A. (1997) `Cross cultural reliability and validity of a scale to 

measure firm entrepreneurial orientation´, Journal of Business Venturing, 

Vol.12, pp.213-225. 

Kraatz, M.S. and Moore, J.H. (2002) `Executive migration and 

institutional change´, Academy of Management Journal, Vol. 45, No. 1, 

pp.120-143. 

Kreiser, P.M. and Davis, J. (2010) `Entrepreneurial orientation and firm 

performance: The unique impact of innovativeness, proactiveness, and 

risk-taking´, Journal of Small Business and Entrepreneurship, Vol. 23, 

No. 1, pp.39-51. 



   

 

   

   

 

   

   

 

   

    Author    
 

    

 

 

   

   

 

   

   

 

   

       
 

Kreiser, P.M., Marino, L.D. and Weaver, K.M. (2002) `Assessing the 

psychometric properties of the entrepreneurial orientation scale: A multi-

country analysis´ Entrepreneurship Theory and Practice, Vol. 26, No. 4, 

pp.71-94 

Kshetri, N. (2009) `Entrepreneurship in post-socialist economies: A 

typology and institutional contexts for market entrepreneurship´, Journal 

of International Entrepreneurship, Vol. 7, pp.236-259. 

Liao, Y-S. (2007) `The effects of knowledge management strategy and 

organization structure on innovation´, International Journal of  

Management, Vol. 24, No. 1, pp.53–60. 

Lim, D.S.K., et al. (2010) `Institutional environment and entrepreneurial 

cognitions: A comparative business perspective´, Entrepreneurship 

Theory and Practice, Vol. 34, No. 3, pp.491-516. 

Ling, Y., Morse, E.A., Mitchell, R.K. and Seawright, K.K. (2008) 

`Transformational Leadership's Role in Promoting Corporate 

Entrepreneurship: Examining the CEO-TMT Interface´, Academy of 

Management Journal, Vol. 51, No. 3, pp.557-576. 

Lumpkin, G.T. and Dess, G.G. (1996) `Clarifying the entrepreneurial 

orientation construct and linking it to performance´, Academy of 

Management Review, Vol. 21, No. 1, pp.135-172. 

Manolova, T.S., Rangamohan, V.E. and Gyoshev, B.S. (2008) 

`Institutional environments for entrepreneurship: evidence from emerging 

economies in Eastern Europe´, Entrepreneurship Theory and Practice, 

Vol. 32, No. 1, pp.203-218. 

Meyer, J.W. and Rowan, B. (1977) `Institutionalized organizations: 

Formal structure as myth and ceremony´ American Journal of Sociology, 

Vol. 83, pp.340-363. 

Miller, D. (1983) `The correlates of entrepreneurship in three types of 

firms´, Management Science, Vol. 29, No. 7, pp.770-791. 

Miller D. and Friesen, P.H. (1978) `Archetypes of strategy formulation´, 

Management Science, Vol. 24, pp.921-933. 

Naik, P. and Tsai, C-L. (2000) `Partial Least squares estimator for single-

index models´, Journal of Royal Statistical Society: Series B (Statistical 

Methodology), Vol.62, No. 4, pp.763-771. 

Nguyen, T.H., Bryant, S.E., Rose, J., Tseng, C. and Kapasuwan, S. (2009) 

`Cultural values, market institutions, and entrepreneurship potential: A 

comparative study of the United States, Taiwan, and Vietnam´,  Journal of 

Developmental Entrepreneurship, Vol. 14, No. 1, pp.21-37. 

OCDE (2000) The Bologna charter on SME policies, Paris. 

Oliver, C. (1991) `Strategic responses to institutional processes´, Academy 

of Management Review, Vol. 16, No. 1, pp.145-179. 



   

 

   

   

 

   

   

 

   

    Title    
 

    

 

 

   

   

 

   

   

 

   

       
 

Pavlou, P.A., and El Sawy, O.A. (2006) `From IT leveraging competent to 

competitive advantage in turbulent environments: the case of new product 

development´, Information System Research, Vol. 17, No. 3, pp.198-227. 

Podsakoff P.M., MacKenzie S.B., Lee J.Y. and Podsakoff N.P. (2003) 

`Common method biases in behavioral research: a critical review of the 

literature and recommended remedies´, Journal of Applied  Psychology, 

Vol. 88, No. 5, pp.879–903. 

Rai, A. Patnayakuni, R. and Seth, N. (2006) `Firm performance impacts of 

digitally enabled supply chain integration capabilities´, MIS Quarterly, 

Vol. 30, No. 2, pp.225-246. 

Ringle, C.M., Wende, S. and Will, A. (2006) SmartPLS 2.0.M3 (beta), 

University of Hamburg, Hamburg, avalaible at: www.smartpls.de 

Scott, W.R. (1995) Institutions and Organizations, Sage Publications. 

Scott, W.R. and Meyer, J.W. (1991) `The organization of societal sectors: 

Propositions and early evidence´. En W.W. Powell and P. DiMaggio 

(Eds.) The New Institutionalism in Organizational Analysis. The 

University of Chicago Press. 

Sherer, P.D. and Lee, K. (2002) `Institutional change in large firms: A 

resource dependency and institutional perspective´, Academy of 

Management Journal, Vol. 45, No. 1, pp.102-119. 

Spencer, J.W. and Gómez, C. (2004) `The relationship among national 

institutional structures, economics factors and domestic entrepreneurial 

activity: a multicountry study´, Journal of Business Research, Vol. 57, 

pp.1098-1107. 

Stephen, F.H., Urbano, D. and van Hemmen, S. (2005) `The Impact of 

institutions on entrepreneurial activity´, Managerial and Decisions 

Economics, Vol. 26, pp.413-419. 

Tata, J. and Prasad, S. (2010) `National cultural values, social capital and 

micro-enterprise success´, International Journal of Business Environment, 

Vol. 3, No.1, pp. 95-119. 

Vesper, K.H. (1996) New Venture experience, Seattle, WA: Vector Books.  

Whitley, R. (1999) Divergent capitalisms: The social structuring and 

change of business systems, New York: Oxford University Press.  

Zahra, S.A. (1993) `A conceptual model of entrepreneurship as firm 

behavior: A critique and extension´, Entrepreneurship Theory and 

Practice, Vol. 17, No. 4, pp. 5-21. 

 


