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Abstract

Today’s competitive environment as well as after-recession period requires that companies
become adept at finding and exploiting opportunities to create value if they are to remain
competitive and grow. Consistent with the linear process of entrepreneurship, in this study we
conceptualize performance orientation as a variable that is influenced by certain key antecedents.
We therefore seek to find out as to how creativity, risk-taking, responsiveness and strategic
market orientation influence corporate growth. Key empirical conclusions and validation of our
hypotheses are made on the basis of the survey of professional hair cosmetic industry in Russia.
The industry represents particular interest as it recovers after 2008-2009 recession and tends to
grow, being the flagman of products and services innovation as well as having very competitive
environment. Basing on the model of the study with four hypotheses — risk-taking, creativity,
responsiveness, and strategic market orientation - we consider them having a positive effect on
the performance orientation, though only creativity was confirmed by data analysis. Therefore,
we get the empirical evidence of the fact that the companies participating in the survey aspire for
performance and creativity plays the important role in their growth.

Key Words: Professional Hair Cosmetics Industry, Entrepreneurship, Risk-taking, Creativity,
Responsiveness, Strategic Market Orientation, Performance Orientation, Corporate Growth
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1. INTRODUCTION

The competitive landscape is changing rapidly. Significant discontinuities such as globalization,
deregulation, the recent financial crisis, technological convergence and disintermediation pose
new managerial challenges forcing managers to create new competencies (Prahalad, 1998) in
order to survive and grow. Growth strategies during the 1960s were largely characterized by
corporate planning with the SWOT framework as a strategic tool suitable for identifying and
analyzing both the internal and external business environments with the aim of achieving
competitive advantage.

The recent shift in the economic growth pole from the major advanced countries to the newly
emerging markets including Russia has created an unprecedented increase in demand for goods
and services. This change in economic fortunes has brought with it changes in lifestyles. As a
result these markets particular that of Russia has become a battleground for many multinational
companies in an attempt to establish their presence in these markets whiles seizing the numerous
existing and emerging opportunities. With the increasing drive for expansion, market particularly
for beauty and personal care products is predicted to be saturated (Euromonitor, 2012). This
situation challenges corporate executives to ‘“think differently” about the business, to be
proactive and responsive in recognizing trends in markets, and be adventuresome in order to
conceptualize new sources of entrepreneurial opportunities that will catalyze new businesses and
revenue streams (Kuhn and Marrsick, 2005).

More importantly, the recent disappointing conditions in the global business environment have
challenged the future prospect of lots of companies. Such current conditions in the global
business environment demand that both start-up and established firms adopt entrepreneurial
strategies (McGrath & MacMillan, 2000; Covin et al. 2008) if they are to survive and prosper.
According to Cooper et al (2000, p.116) “entrepreneurial strategies suggest ways to revitalize
existing organizations and make them more competitive. As Amit et al. (2000) observed,
“entrepreneurial strategies allow people to be innovative, creative, and responsible for decisions
that they make” (Meyer & Heppard, 2000, p. 10). By pursuing entrepreneurial strategies, firms
place themselves in positions to regularly and systematically seize entrepreneurial opportunities
for growth.

1.1 Hair cosmetics industry overview

BRIC (Brazil, Russia, India, China) countries as a primary focus for multinationals
expansion

Consumers in emerging markets are adopting lifestyles & trends from developed countries and
demand for beauty and personal care is becoming more & more sophisticated. Besides, emerging
markets are diverse in many aspects and open significant opportunities for innovation &
expansion. Therefore, the most dynamic innovation and growth tend to be focused in certain
categories, such as skin care, hair care, colour cosmetics and fragrances (Euromonitor, 2011).

For multinational companies, expansion to emerging markets has become the key strategy in
today’s economic conditions. The economic downturn has prompted companies to take
advantage of the growth opportunities with primary focus on the BRIC markets, where
companies are still relying heavily on urban consumers for sales. Global branding is effectively
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used to maximise brand recognition in new markets; however, product innovation adapted to
various cultural nuances is essential to maximise consumer acceptance, and assure strong sales
and profits. In so doing, diversified portfolios help maximising the consumer base by creating
new brands and products across a range of prices to attract consumers of higher & lower-level
incomes.

As per Euromonitor survey, BRIC sales represented 10% of global Hair Cosmetics sales in 1997,
while in 2009 they represented nearly a quarter of sales worldwide. However, after seeing double
digit growth in previous years, their combined sales increased more moderately in 2008 and
2009 due to a slowdown in Russia and Brazil.

Hair Cosmetics Industry in Russia

Despite the slowdown in 2008-2009, Russia, with sales exceeding US$6 billion is the largest
market of the region. With impressive growth of 14% in 2004, Russia has become a priority
market for multinationals given its position amongst the world's top 10 country markets for value
and dynamism (Euromonitor, 2011). Quality rather than price has driven purchase decisions here
with growing consumer spending power. The most notable developments in the market were
increased competition between local players and multinationals. Still multinational companies
are strengthening their positions as most Russian consumers believe that foreign cosmetics are
higher quality as compared to local offerings.

Russia was the only BRIC market to see a trend towards consumers trading down from premium
products to cheaper brands during the recession. There was a noticeable reduction in demand of
Professional (Salon) Hair Cosmetics in Russia. Since 2009 total cosmetics market in Russia
slowed down in growth and exhibited maturity and relative saturation in major categories with
Hair Cosmetics as one of the most saturated segments which development is forecasted mainly
through occupying niches and new product launches.

As per Euromonitor, total Hair Cosmetics industry in Russia comes back to growth (+7% in
2011 vs. 2010) after 2008-2009 recession and forecasted to increase its potential in the future
owing to income positive development. With a good share & demand of premium brands, Russia
is forecasted to be very appealing, especially when strong premium markets like France, Japan
and others showed less dynamism or stagnating.

Professional (salon) hair care remained underdeveloped and expected to be the most dynamic
category (Euromonitor, 2011). With increasing disposable incomes Russian consumers will be
ready to spend more, but at the same time demand better quality products, more frequently
looking for quality hair care products in beauty salons. The leading companies in the market will
have professional hair cosmetics as their key focus and most promising strategic perspective.
Besides, professional hair cosmetics market is a flagman of creative and innovative products &
services helping grow profitability & expertise.

Competitive Landscape Hair cosmetics industry is led by multinational companies -
Schwarzkopf & Henkel, L’Oréal, local Kalina Concern, which was acquired by Unilever Group
in 2011, and Procter & Gamble. In the professional hair cosmetics category leaders are Henkel
(Schwarzkopf Professional), L’Oréal (L’oreal Professional, Matrix), and Procter & Gamble
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(Wella & Londa) with value market share of 62% (Kline Database). These companies have
developed portfolios of well-know brand names. Furthermore, investments in the new product
developments and significant marketing budgets allow them to outperform local companies.

1.2 Research question

How does the level of entrepreneurial orientation affect opportunity pursuit (recognition and
exploitation) as well as its impact on corporate growth?

1.3 Research objective

Basing on survey method we try to investigate how entrepreneurial drivers as creativity, risk-
taking, responsiveness and strategic market orientation influence performance growth orientation
in professional hair cosmetics industry, Russia.

1.4 Thesis’ Structure

The abstract section of this study provides a summary on the purpose of the study, the
methodology, and findings. Introduction provides a general overview of the study and more
importantly guides the reader as to the focus of the study. In this section the research problem
and objective are stated and the focus of the study is also clearly defined. In the literature review
section of this study, relevant theories, concepts, and views related to the dual concepts of
strategic management and entrepreneurship, how entrepreneurial drivers or dimensions affect
opportunity recognition, the relationship between entrepreneurial opportunities and exploitation
and how such relationship affects corporate growth are discussed. In the next chapter
methodology, an overview and the different approaches adopted in undertaking this study are
presented. In this chapter key research approaches include survey research design,
confirmatory/explanatory survey, qualitative research strategy, both primary and secondary
sources of data; relevant measurement strategies including those adapted and modified from
previous studies, the procedures for collecting the data; techniques adopted for analyzing the data
and how the data has been synthesized with the theoretical propositions, concepts and views are
presented. Key empirical evidence & its analysis as well as research limitations are presented in
the final part of the thesis.

2. THEORY

Chapter Summary

In this section the relevant theories, concepts and views related to the concept of strategic
entrepreneurial orientation, opportunity recognition and exploitation and corporate growth are
discussed. The section begins with a review of extant literature on existing knowledge related to
the dual concepts of strategic management and entrepreneurship, how the level of
entrepreneurial drivers including creativity, risk-taking, proactiveness and responsiveness, and
strategic planning orientation affect opportunity recognition. This chapter also explores the
nature of entrepreneurial strategy and entrepreneurial opportunities. Further the strategic
relationships between opportunity evaluation, exploitation and corporate growth are explored.




2.1 Key Concepts

The dynamic nature of today’s business environment requires that firms consistently adopt
entrepreneurial strategies that help them to achieve competitive advantage as well as growth.
Three key concepts considered to be of paramount importance through which firms achieve
impressive growth and wealth creation has been linked with strategic management, marketing,
and entrepreneurship. In this study we assume that corporate growth and wealth creation are the
outcomes of simultaneous opportunity-seeking (entrepreneurship) and advantage seeking
(strategic management) behaviors of firms.

2.1.1 Strategic Management: The fundamental in examining differentials in firms’ performance
often falls within the domains of strategic management (strategic planning) and its closest
concept of marketing. For instance Porter’s (1985) five forces framework; Barney’s (1991)
resource-based view; and Kim and Mauborgne (1997;1999) value innovation have been
advanced to explain the sources of competitive advantage as well as differentials in firms’
performance. According to Porter (1985), the five forces framework which specifies the various
aspects of a firm’s industry structure provides a useful analytic tool to assessing the
attractiveness and facilitates competitor analysis. This framework posits that the firm’s ability to
gain competitive advantage rests on how it positions and differentiates itself in the industry by
“formulating and ideally changing rules in the firm’s favour”. Similarly, the perspective of the
resource-based view explains that firms are made up resources and capabilities and these bundles
of resources and capabilities are the sources of the firm’s survival and performance (Barney,
1986). Likewise from the value or strategic innovation perspective, the differentials in firms’
performance is as a result of their ability to reconceptualize their business models and reshape
their existing market by competing differently that results in dramatic improvements in customer
value and higher growth for shareholders (Kim and Mauborgne, 1997, 1999; Markides, 1997,
and Hamel, 1996, 1998). Thus these perspectives are the bases upon which firms consistently
earn higher returns than their competitors in the market.

2.1.2 Entrepreneurial Orientation: The broad concept of entrepreneurship has been cited in
many contexts as a key catalyst in wealth creation and corporate performance. Some have argued
that entrepreneurship focuses on newness and novelty in the form of new products, new
processes, and new markets as the drivers of wealth creation (Lumpkin & Dess, 1996; and
Sharma & Chrisma, 1999). Some scholars have even further considered the ability to recognize
and exploit opportunities as the true foundation for wealth creation (Shane & Venkataraman,
2000). While entrepreneurship may be generally linked with wealth creation one of the core
aspects of entrepreneurship with a competitive focus that has been cited most in terms of its
relationship with firm performance is entrepreneurial orientation. Entrepreneurial orientation has
been defined as a “strategic posture” of a firm which indicates the firm’s overall competitive
orientation (Covin & Slevin, 1989, 1990, in Glrbiiz & Aykol, 2009) toward a “purposeful
enactment” of new entry opportunities (Lumpkin & Dess, 1996). Such new entry opportunities
can be accomplished by entering new or established markets with new or existing goods or
services. An entrepreneurial behavior of the firm is thus considered to be one that has the
propensity to act autonomously, willingness to be creative, innovative and adventuresome, and a
tendency to be aggressive toward competitors; and proactive and responsive relative to



marketplace opportunities (Lumpkin & Dess, 1996). These dimensions form the entrepreneurial
strategy-making process of the firm.

Innovativeness, risk taking and proactiveness had been initially conceptualized by Miller (1983)
as the main dimensions of entrepreneurial orientation. Likened to Schumpeter (1934, 1942)
“creative destruction” Lumpkin and Dess (1996) describe innovativeness as the tendency to
engage in and support creativity, experimentation, and creative processes that may result in new
products, services, or technological processes. Innovativeness represents a basic willingness to
depart from existing practices and venture beyond the current state of art and is seen as a means
through which firms pursue new opportunities. Risk taking is considered an important
component of entrepreneurial orientation behavior. According to Lumpkin and Dess (1996) firms
with entrepreneurial orientation behavior are often characterized by risk taking in a form of
heavy debt or making significant resource commitments with the aim of obtaining high returns
by seizing opportunities in the marketplace. Similarly, Rauch et al. (2009) describe proactiveness
as an opportunity-seeking, forward-looking perspective characterized by the introduction of new
products and services ahead of competition with the hope of future anticipation in demand.
While some authors have equated proactiveness with competitive aggressiveness, proactiveness
is distinct in that it refers to how a firm relates to market opportunities by seizing initiative and
acting opportunistically in order to “shape the environment” and even create demand. Thus a
proactive firm is a leader rather than a follower, because it has the will and foresight to seize new
opportunities, even if it is not always the first to do so (Lumpkin and Dess, 1996).

Besides these three most commonly used dimensions of entrepreneurial orientation, Lumpkin
and Dess (1996) argue that two additional dimensions — competitive aggressiveness and
autonomy are also relevant components. Competitive aggressiveness is said to reflect the
intensity of a firm’s effort to outperform industry rivals, characterized by strong offensive
posture and a forceful response to competitors’ action. Competitive aggressiveness is thus
characterized by responsiveness, which may take the form of head-on competition when a firm
enters new a market that has already been occupied by another competitor or reactive, when a
firm changes prices in response to a competitive challenge (Lumpkin and Dess, 1996).
Autonomy, another dimension of entrepreneurial orientation is referred to “the independent
action of an individual or a team in launching an idea or vision and carrying it through to
fruition”. Thus it means the ability and will to be self-directed in the pursuit of opportunities.

2.1.3 Integrating Strategic Management, Marketing and Entrepreneurship: The first attempt to
integrate the broad concept of entrepreneurship and strategic management has been carried out
by Hitt et al. (2001). This work suggested that entrepreneurship and strategic management have a
common goal of creating change by exploiting opportunities resulting from the business
environment. Implicitly this common focus is aimed at identifying opportunities in the external
environment and developing the competitive advantages to exploit them (Ireland et al. 2001; Hitt
et al. 2001). Thus strategic entrepreneurship has long been acknowledged as an important
pathway for financial performance and growth (Ansoff, 1965; Burgelman, 1983; Mintzberg,
1973 in Luke ef al. 2011). Such a wealth creation process or posture involves the identification
of opportunities in the external environments and then developing competitive advantage to
exploit them (Ireland et al. 2001; Hitt et al. 2001). This competitive posture in the
entrepreneurial decision process referred to as “entrepreneurial orientation” has long been
acknowledged by prior studies and this has been corroborated by Mintzberg (1973) that the
concept has its roots in the strategy-making process literature. Entrepreneurial orientation

9



represents the policies and practices that provide a basis for entrepreneurial decisions and actions
with a strategic focus. Thus, entrepreneurial orientation may be viewed as the entrepreneurial
strategy-making processes that key decision makers use to enact their firm's organizational
purpose and sustain its vision. These authors emphasize that strategic entrepreneurship occurs
only when firms take entrepreneurial actions with strategic perspective. This view is analogous
with the perspective of entrepreneurial orientation which also has a competitive focus aimed at
wealth creation.

Moreover the marketing discipline through which firms respond to market information calls for
the adoption of marketing strategy as the basis for wealth creation and corporate growth. Further,
the relationship between market orientation and entrepreneurship has been noted by some
researchers. This relationship is viewed as complementary in that entrepreneurship needs market
information through which it can target its innovative products, services, and actions successfully
in the market; likewise market orientation needs entrepreneurship through which it can attain fast
responses to market opportunities (Gonzalez-Benito et al., 2009). It has been noted that market
intelligence on the general environment, customers and competitors significantly affect
opportunity pursuit as well as marketing decisions (Smeltzer e/ al. 1998; Menon & Varadarajan,
1992). Consistent with this view, Covin and Miles (1999) argue that firms with high levels of
entrepreneurial orientation tend to constantly scan and monitor their environment with the aim of
opportunity pursuit as well as advantage seeking. In effect this requires that firms continuously
generate and utilize information on customer needs and competitor capabilities in order to
deliver consistently superior customer value. Thus market intelligence becomes a strategic
advantage tool inasmuch as firms use it more effectively. In this study we conclude that strategic
entrepreneurial orientation results from the effective combination of strategic management,
marketing and entrepreneurship.

2.1.4 Strategic Entrepreneurial Orientation and Corporate Growth/Performance relationship:
The relationship between entrepreneurial orientation with a competitive focus and firm
performance has been noted by several studies. Such performance often has been reflected and
measured in terms of firm’s profitability and growth. Wiklund (1999) relates the positive
influence of entrepreneurial orientation on performance to the first-mover advantages and the
tendency to collect and use market intelligence to seize advantage of emerging opportunities.
Recent reviews by (Gonzalez-Benito and Gonzalez-Benito, 2005) and (Shoham et al. 2006)
suggest that most studies find a positive relationship between strategic (market) orientation and
firm profitability. Generally firms that engage in more market information acquisition and
utilization in terms of customer needs, competitor actions, and the general environment tend to
pursue opportunities more effectively resulting in higher performance. Creativity and innovation,
another dimension of entrepreneurial orientation helps firms to seek and pursue opportunities
that are not identified by other actors in the market. Through this dimension firms can
reconfigure their value creation and delivery systems in order to bring to market new, novel and
useful products, services, technologies, and processes that improve the social, economic, and
technological benefits to society. Such creative and innovative posture has been found to be a
source of competitive advantage that leads to improved financial results (Soinenen et al. 2011).
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2.2 Corporate Growth

Corporate or firm growth has attracted remarkable attention from business and entrepreneurship
scholars, since it is often considered as synonymous with success and an outcome of
entrepreneurial behaviour (Merz et al., 1994; Davidsson et al. 2002). In support of this several
studies have linked various dimensions of entrepreneurial behavior as antecedents to corporate
growth. Growth is a means for achieving competitive advantage and therefore guarantees the
long-term survival of the firm. Drawn from economic growth theory (Romer, 1989 p.8)
corporate growth occurs when firms or individuals discover and conduct their activities in novel
and better ways (Yang 2012 p.35).

There are three enforcing theories that have been offered in support of firm growth (Geroski,
1999). According to the traditional view firms grow until they reach an optimum size or become
too large to be managed. The traditional explanation is that firms grow to reap economies of
scale, and to increase their market power. They stop growing once they reach an optimum size,
when they run out of profitable investment opportunities or become too big and bureaucratic to
manage. The second, the life-cycle theories identify several stages in the growth of firms,
including an entrepreneurial phase, maturity and finally a period of decline. A third view
attributes firms’ growth to their “core competencies”. It implies that some firms will grow faster
than others over long periods, because they possess durable competencies that are difficult to
imitate.

2.2.1 Growth Dichotomy: Corporate growth is commonly characterized as a dichotomy of
internal (organic growth) versus external (external) modes of growth. Organic growth is usually
defined as a company’s growth rate excluding any scale increases from takeovers, acquisitions,
or mergers. Growth of this type is also referred to as a company’s core growth. Organic growth
is generated, for example, by selling more products or services to existing customers, new
customers, or selling at higher price. Firms relying on organic growth derive most of their
expansion internally, by enhancing current customer relationships and building new
relationships. The success of such a growth strategy depends on two key elements: the ability to
manage a strong, dominant, and competitive position in a core business or segment that results in
gaining consistent market share and a reinvestment program that helps to sustain competitive
advantage in the core even extend to the periphery (Zook et al, 2000). The profitable core
business can be defined in terms of a combination of business assets, skills, products and
relationships that distinguish it from competitors. The most effective way to achieve double-digit
growth rate begins with a profound understanding of the business dynamics and microeconomics
associated with the best core businesses.

An alternative to internal development of growth strategy may be through external focus
commonly known as “mergers and acquisitions”. Acquisition occurs when a firm takes over the
ownership of another company. Merger occurs when two or more companies combine, generally
by offering the stockholders of one company securities in the acquiring company in exchange for
the surrender of their stocks (Johnson et al, 2006).

There are three dominant reasons (business environment, strategic capability, and expectations)
why firms adopt merger and acquisition as a growth strategy or mode (Johnson et al/, 2006
p.350). Fast-paced environments, static markets and deregulation of markets are credible reasons
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why firms adopt merger and acquisition as development strategy. Moreover, an acquisition may
provide a perfect platform to exploit an organization’s core competences or capability,
particularly if such resources or competences are lacking in the acquirer firm. Firms also adopt
mergers and acquisitions to achieve cost efficiency as well as tap into the efficiencies or
expertise of the acquired firm. External development by mergers and acquisition may be adopted
to meet the expectations of institutional investors as well as speed up corporate growth.

Several studies on the impact of mergers and acquisitions on corporate performance indicate that
such a growth mode is however not a guaranteed route to improving financial performance
(Johnson et al, 2006 p.351). This view is supported by Moeller and Heitger (2005) who based on
several years of studies conclude that more than 80 percent of mergers and acquisitions do not
deliver expected results in terms of growth, synergies, and creation of superior customer as well
as shareholder value. Similarly, organic growth looks as credible growth option particularly
when markets grow and there is sufficient and increasing demand for products and services.
However this growth option again becomes less credible and lucrative when markets enter the
matured stage and thus the locus of competition shifts to price wars as competing firms offer
equally the same commoditized products and services. Yet there is another strategic growth
option available to reinforce firms’ growth potential (Moeller ez al. 2010). Such growth option
could fuel firm growth through the opportunity seeking and advantage seeking behaviours.

2.2.2 Growth Strategies: To consistently improve corporate growth through entrepreneurial
behavior and actions, firms need a novel strategy for seeking out unexplored growth possibilities
supported by a set of management practices that help to identify, shape and nurture new growth
initiatives (Slywotzky and Wise, 2003 p.12). Based on a number of studies conducted on firm
growth, Canals (2001 p. 590) posits that firm growth is an outcome of a joint consideration of
both external factors (the industry, markets and customers) as well as internal factors (resources
and capabilities). This dual approach to corporate growth gives rise to four basic strategic
options or patterns of growth: corporate renewal-based growth; innovation-driven growth;
capabilities, acquisitions and mergers-based growth; and external opportunities and market
expansion-based growth.

Corporate renewal as a growth option occurs when firms use and leverage their current
resources and capabilities by deploying them in their current markets. Besides developing
through internal development of resources and capabilities some firms seek to strengthen their
capabilities through external opportunities such as acquisitions, mergers and alliances. More so
some firms tend to speed up growth not only through innovation but also through external
opportunities like acquisition or reaching new customers in new markets. Finally breakthrough
innovation-based growth occurs when firms leverage their current resources and capabilities in
the pursuit of growth in new markets (Canals, 2001). Moreover, the definition of growth strategy
as “a plan to commit resources to achieve growth and provide competitive advantage through
new technologies and products; new markets and new ways to serve them; external partnerships
and any means of improving strategic positioning” (Buxton and Davidson, 1996) is also
consistent with the concept of strategic entrepreneurial orientation. Today’s competitive
environment requires that firms consistently seek seamless strategic decisions with
entrepreneurial behaviour in order to remain competitive and sustain corporate growth. This
therefore means the ability to pursue opportunities is no longer seen as a means to survival rather
a mechanism for organizations to sustain corporate growth in the long term (Yang, 2012 p.39).
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2.3 The Relationship Between Strategic Entrepreneurial Orientation Drivers
and Entrepreneurial Behaviors

Entrepreneurial orientation is considered as an organizational level construct (Miller, 1983;
Lumpkin & Dess, 1996, 2001) that involves the processes, practices, and decision-making
activities employed by entrepreneurs that lead to entrepreneurial opportunities recognition and
exploitation. There are two identified underlying assumptions about entrepreneurship as a
behavioural phenomenon and a conceptual continuum ranging from highly conservative to
highly entrepreneurial (Tse et al. 2006). This view distinguishes entrepreneurial firms as being
risk takers, innovative, proactive, autonomy and competitively aggressive. In contrast,
conservative firms are risk-averse and less innovative, and often adopt “wait-and-see” posture.
The position of a firm on this conceptual continuum is referred to as its entrepreneurial
orientation (Miller and Fresen, 1982). More importantly, findings by Barringer and Bluedorn
(1999) suggest that a firm’s entrepreneurial behavior is positively influenced by the nature of its
strategic management practices particularly those relating to its business environment. In view of
this it is assumed in this study that entrepreneurial behavior of firms within this environment will
be positively influenced by key factors or attributes including creativity; risk-taking;
competitively aggressive/strategic planning orientation; and being proactive in response to
market information. The following reviews assess to what extent these dimensions affect
opportunity recognition as part of the entrepreneurial behavior context.

2.3.1 Creativity and Entrepreneurial Opportunity Recognition: As the current environment
becomes more competitive than ever before, firms are giving more attention to creativity as a
facilitator in opportunity pursuit. Today the concepts of creativity and innovation sometimes
mistakenly used interchangeably continue to receive much prominence as catalyst in providing
novel and real game-changing solutions to social, economic, and technological problems. The
field of creativity as exists today can largely be accredited to a pioneering work by Guilford
(1950) and Torrance (1962, 1974). A later seminal by Amabile (1988) and Woodman et al,
(1993) also deepened interest in the field. The following reviews assess how creativity affects
opportunity recognition thus being an antecedent of performance orientation.

Creativity has been referred to as the production of novel and useful ideas by an individual or
group of individuals working together (Amabile, 1988). Newell et al (1962, pp.65-6) expanded
the definition of creativity stating that “problem solving is considered creative to the extent that
one or more of the following conditions are satisfied: (i) the product of thinking has novelty and
value (either for the thinker or society); (ii) the thinking is unconventional, in the sense that it
requires modification or rejection of previously accepted ideas; (iii) the thinking requires high
motivation and persistence, taking place either over a considerable span of time (continuously or
intermittently) or at high intensity; and (iv) the problem as initially posed was vague and ill-
defined so that part of the task was to re-formulate the problem itself. Creativity is an adaptive
feature of normal cognitive functioning that evolved to aid problem solving under conditions of
uncertainty. This perspective asserts that all human beings have the potential for creativity
because we share common neural processes; however, whether creativity is expressed or
suppressed depends on the socio-cultural context, personality differences (such as knowledge
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and skills), and the environment. The above definitions agreed that creative thinking must
provide solutions that are novel, unconventional or a combination of existing solutions in new
forms. Secondly creativity must provide value in the eyes of the creator or society in general.

There are three influential theories of creativity including the Componential Theory of Creativity
(Amabile, 1996); Interactionist Theory (Woodman et al, 1991); and the Investment Theory of
Creativity (Sternberg and Lubart, 1991, 1995).This study however adopts the Componential and
Investment Theories of Creativity as a basis for establishing the relationship between creativity
and opportunity recognition.

Componential Theory of Creativity: The perspective of this theory (Amabile, 1988 p.42) which is
consistent with later findings by Houghton and DiLiello (2010 p.232) expresses that the level of
creativity is affected by the socio-cultural context, personality differences, and specific personal
experiences. This theory proposes that individuals or teams are made up of three components:
expertise, creativity skills, and intrinsic task motivation necessary for creative work. According
to this theory creativity is most likely to occur when these components overlap and that the level
of individual creativity rises with each of these components.

The Investment Theory of Creativity: This theory which is derived from Confluence Theory
posits that creative people are those willing and able to “buy low and sell high” (Sternberg and
Lubart, 1999, 1995; Sternberg, 2006). Buying low means pursuing ideas that are unknown or out
of favour but that have potential for growth. Such novel ideas often encounter resistance during
their introduction but the creative person must persist in order to convince others to accept them
thereby paving the way for the next new idea. According to the investment theory, creativity
requires convergence of six distinct but interrelated resources which reflect differences in
individual creativity. These resources include intellectual abilities, knowledge, styles of thinking,
personality, motivation, and environment.

The Investment theory views creativity as a decision process and therefore can be developed. To
be creative one must first decide to generate new ideas, analyze them, and sell these ideas to
others. To develop one’s own creativity as a decision Sternberg (2001) has proposed the
following decision process: (i) redefine problems, (ii) question and analyze assumptions, (iii)
creative ideas do not sell themselves, you must sell them, (iv) encourage the generation of ideas
among others, (v) recognize that knowledge or expertise can either promote or hinder creativity,
(vi) identify and surmount obstacles (vii) take sensible risks, (viii) tolerate ambiguity, (ix) self-
efficacy, (x) role-model creativity, (xi) cross-fertilize ideas, (xii) allow mistakes and reward
creativity, (xiii) encourage collaboration and accept outsiders’ view (xiv) take responsibilities for
success and failures (xv) maximize person-environment fit, (xvi) continue to allow intellectual
growth.

Enhancing Creativity: According to Marshall-Egan (2005, 161), fostering of creativity is a
necessity, not an option, for most organizations interested in responding to:

(a) advancing technology; (b) a changing environment,; (c) changing organizational structures
or strategies; (d) overcoming competitors that improve their products, processes, and services,
(e) evolving customer desires and needs; and (f) evolving societies influenced increasingly by
global issues and diversity. Techniques such as assumption reversal, fantasy analogy, synetics,

14



wishful thinking, object stimulation, and brainwriting have been suggested as a way to
improving creative thinking (McFadzea, 1996; VanGundy, 1988).

Creativity and Opportunity Recognition. Creativity, innovativeness, and opportunity recognition
are conceptually related (Pérez-Lufio et al. 2011). Creativity has been identified as an antecedent
that influences the process by which individuals recognize a new business opportunity
(Ardichvili et al, 2003). Creativity defined as the generation of novel and useful ideas (Amabile,
1988) is also considered as an iterative process of divergent and convergent thinking aimed at
generating, evaluating, refining and coming up with creative ideas (Basadur ef al. 1982; Brophy,
1998 Mumford, et al. 1991 in Gielnik et al. 2011). A number of scholars have adopted a
divergent view on how creativity influences opportunity recognition. While some consider
entrepreneurial opportunity recognition as being influenced by creativity others consider it as a
creative process in-and-itself (Ardichvili et al. 2003; Baron, 2008; Corbett, 2005 in Hansen et al.
2011).

Group of authors who consider entrepreneurial opportunity recognition as being influenced by
creativity have considered creativity from two perspectives: characteristic of the entrepreneur or
an outcome of tasks performed (Walton, 2003). Contrary to the outcome view a number of
authors have conceptualized opportunity recognition as a creative process involving different
steps including the generation of business idea and identification of business opportunity (Baron,
2008; Shane, 2003; Lumpkin and Lichtenstein, 2005 in Gielnik ez al. 2011). The process of idea
generation often involves a sequential application of both divergent and convergent thinking.
While divergent thinking facilitates the generation of multiple, novel and original ideas,
convergent thinking facilitates the detection of applicable, correct, and useful ideas (Basadur et
al. 1982; Mumford et al. 1991). The basis of creative opportunity recognition and development
therefore lies on both divergent as well as convergent thinking. For instance, divergent thinking
reflects an individual’s ability to generate multiple and original set of ideas that form the basis
for subsequent development and evaluation. In essence different cognitive processes such as
application of knowledge, analogical reasoning, conceptual combination or abstraction underlie
the idea generation process (Mumford, 2003; Ward, 2007). On the other hand convergent
thinking basically reflects the entrepreneur’s ability to critically and strategically evaluate and
refine the business idea before progressing to the opportunity stage.

2.3.2 Risk Taking and Business Opportunity Recognition: Every human endeavor or
advancement has been made possible because of someone’s willingness to take risk and
challenge the status quo. Today as businesses operate in dynamic and volatile environment one
of the hallmarks of an effective entrepreneurship depends on the ability to take risk in identifying
opportunities for the purpose of launching a new venture or reinvent existing ones. This concept
of risk has been identified as a major dimension of the entrepreneurial behavior in recognizing
and exploiting business opportunities. Thus risk becomes a central element in the entrepreneurial
behaviour contexts. These views are consistent with most literature on entrepreneurship that
characterizes the concept of entrepreneurship as synonymous with risk taking. Recognizing new
opportunities as a quest for impressive growth in the current changing environment requires a
profound understanding of risk and its role in entrepreneurial venture decision process.
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In a classical decision theory risk constitutes the degree of uncertainty and potential loss
associated with the outcomes which may follow from a given behavior or set of behaviours
(March and Shapira, 1987; Forlani and Mullis, 2000). Thus by definition, risk must have two
attributes: uncertainty about outcome and impact on utility. Based on these attributes risk taking
in this study is defined as “corporate strategic moves which cause returns to vary, and involve
venturing into the unknown, which may result in corporate ruin, where outcomes and
probabilities may be only partially known and hard to define goals may not be met”. A risky
choice is therefore one that contains a threat of a very poor outcome.

Zimmerer and Scarborough (1996) categorize the risk an entrepreneur faces into the following:

e Time risk: This involves the implication of taking a new idea through the product
development phase until it could be considered right for the market.

e Investment risk: This includes the cost of establishing a new venture in terms of whether
there are enough funds to support the project to a business concept. Other costs include
related costs such as product development and manufacturing costs.

e Technical risk: Include all technical variations related to outcomes in terms of product
development and technical quality standards.

o Competitive risk: The possibility that competitors could be offering the same or
comparable products or services in the market thereby causing variation in the success or
outcome of this new offer. The financial strength and depth, market, selling, distribution,
and established relationships advantages already established in the market may be a
source of potential risk to the new entrant.

Risk taking propensity: The dual process theory postulates that people process information in two
parallel interacting systems, intuitive and rational (Epstein et al., 1996). The intuitive system
relies on experience and intuition. The rational system, in contrast, relies on logic and rationality.
These two thinking systems produce different outcomes and have the potential to influence the
risk-taking propensity of the entrepreneur (Wenhong and Liuying, 2010). Several definitions
exist about risk-taking propensity. According to Sitkin and Weingart (1995), risk-taking
propensity can be defined as “an individual’s current tendency to take or avoid risks”.
Apparently, this definition considers risk propensity as not automatically resulting in high-risk
behavior. This is in contrast to previous studies which have identified risk propensity as the
causal antecedent of actual risk behavior (Sitkin and Weingart, 1995). Lopes (1986) stated that
risk-taking propensity has an important effect on individual’s decision-making situations and the
actual behavior. It can therefore be assumed that a high risk-seeking propensity leads to more
risk-taking or high-risk behavior. Risk-taking propensity is therefore defined in this study as “the
tendency to take actions that one has judged to be risky” (Sitkin and Pablo, 1992). It is an
important part of entrepreneurial thinking (Ireland et al., 2003); Sexton and Misiak (1984)
considered risk-taking propensity as the conceptual tool of an individual’s attitude to opportunity
recognition. Brockhaus (1980) describes the entrepreneurial behavior as the creation of a new
organization to pursue an opportunity (Bygrave and Starr, 1991), which is also the product of
both intuitive and rational systems of entrepreneurs. Entrepreneurs need to identify and seize the
valuable opportunity to get the successful entrepreneurial venture. Therefore, entrepreneurial
behavior presents many opportunities to pursue and obtain successful new ventures.

Early treatments by Pratt (1964), Arrow (1965) and others, as well as more recent work (Ross
1981), assumed that individual human decision makers are risk averse, in that when faced with
one alternative having a given outcome with certainty, and a second alternative which is a
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gamble but has the same expected value as the first, an individual will choose the certain
outcome rather than the gamble. Attitudes toward risk are usually considered as stable properties
of individuals, perhaps related to aspects of personality development or culture (Douglas and
Wildavsky, 1982) and efforts have been made to associate risk preference with dimensions of
personality, such as achievement motivation (McClelland 1961; Atkinson 1964; Kogan and Wal-
lach 1964).

In conventional decision theory formulations, choice involves a trade-off between risk and
expected return. Risk-averse decision makers prefer relatively low risks and are willing to
sacrifice some expected return in order to reduce the variation in possible outcomes. Risk
seeking decision makers prefer relatively high risks and are willing to sacrifice some expected
return in order to increase the variation. The theory assumes that decision makers deal with risks
by first calculating and then choosing among the alternative risk-return combinations that are
available. Implicitly all things being equal risk seeking decision makers should be able to
recognize more opportunities compared to risk averse decision makers.

Related to risk propensity is the issue of self-regulatory defined as “a socio-cognitive concept
based on the principle that all things be equal, individuals seek pleasure and avoid pain” (Crowe
and Higgins, 1997; Higgins, 2000). Underlining this concept is the theory of regulatory focus
(Higgins, 1998) which distinguishes the two modes of how people regulate their own behavior:
promotion focus and prevention focus (Tumasjan and Braun, 2011). Promotion-focused
individuals are motivated by growth and advancement needs, whereas prevention-focused
persons are motivated by security and safety needs. These differential motives form the
foundations on which these groups of persons build their objectives and standards. As a result
promotion-focused persons tend to concentrate on their wishes and hopes and thrive to achieve
them. On the other hand prevention-focused persons tend to view their goals as duties or
responsibilities and therefore emphasize the absence of negative outcomes.

Applying the regulatory focus theory to opportunity recognition process Baron (2002) argues
that these groups of regulatory focus persons may have different levels of influence on
opportunity recognition. For instance promotion focus persons are motivated to concentrate on
achieving gains and therefore should be more likely to proactively search for potential
opportunities than prevention focus persons who are more cautious when searching and
indentifying opportunities because they will try to avoid errors (Baron, 2002). Consequently it as
assumed in this study that promotion-focus persons should be more likely to take risk in order to
recognize business opportunities than those individuals with prevention focus. In a similar study
conducted by Brockner et al. (2004) it has been found that both foci are relevant to opportunity
recognition and development. However promotion focus may be more relevant to opportunity
recognition while prevention focus may be more relevant to opportunity evaluation and
development.

2.3.3 Responsiveness to Market Information and Opportunity Recognition: The dynamism in
today’s business environment challenges corporate executives’ ability to sense and respond to
changes in the general business environment. Responding to such challenges requires that firms
possess and utilize information on their major stakeholders particularly customers and
competitors as bases for generating superior performance. A firm’s ability to proactively and
aggressively respond to information pertaining to its customers and competitors is often
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conceptualized within the market orientation construct. The following reviews assess how
responsiveness to market information affects the firm’s ability to recognize new business
opportunities.

Jaworski and Kohli (1996 p.131) define market orientation as “an organization-wide generation
of market intelligence pertaining to customers, competitors, and forces affecting them, internal
dissemination of the intelligence, and reactive as well as proactive responsiveness to the
intelligence”. Three key dimensions are often used to define the concept include (i) Customer
orientation, which involves understanding target customers needs now and how such priorities
might change over time in order to create superior value for them; (ii) Competitor orientation,
which involves the acquisition of information on existing and potential competitors, such as their
short-term strengths and weaknesses and long term capabilities; and (iii) Inter-functional
coordination, which also concerns the coordinated utilization of company's resources to create
superior value for target customers. A superior understanding of customer needs, competitive
actions, and market trends helps a market-oriented firm to identify and develop capabilities
necessary for long-term growth (Day, 1994 in Kumar et al, 2011 p.17). Market orientation
focuses on the dual dimensions of customer and competitor orientation.

Customer orientation is a set of beliefs that puts the customer's interest first, while not excluding
other stakeholders such as owners, managers, and employees, in order to develop a long-term
profitable enterprise (Deshpande et al. 1993: 27). Slater and Narver (1995) define customer
orientation as “a culture, which (i) emphasizes the creation of customer value as an overriding
organizational goal, and (ii) provides norms for organizational development and consensus. Day
and Nedungadi (1994) suggest that market orientation represents superior skills in understanding
and satisfying customer needs, as well as understanding competitors, and observe that market-
driven firms that balance these two orientations can achieve better performance.

Narver and Slater (1990) define competitor orientation as the understanding of strengths,
weaknesses, capabilities and strategies of both existing and potential competitors. The primary
purpose of competitor orientation is to provide a solid basis of intelligence on competitors, their
activities and offerings, and market potentials for executive action. A competitor is defined as a
firm offering similar products or services which are close substitutes and therefore serve the
same customer need (Porter, 1980; Kotler, 2000). Thus a firm which produces coca cola is a
competitor to the one that produces natural mineral water since both products serve the same
customer need of quenching consumer thirst.

Previous studies have recognized how a firm’s ability to aggressively and proactively respond to
market information positively influences entrepreneurial behaviours (opportunity recognition and
exploitation). Jaworski and Kohli (1990) conceptualize the three dimensions of market
information: intelligence generation; intelligence dissemination and responsiveness. The firm’s
ability to spot new opportunities depends on its response to such dimensions of market
information. Market responsiveness is defined in this study as an organizational competency that
allows an organization to react quickly to changing market demands. Responsive firms are able
to adapt quickly to changing environmental conditions (Randall et al. 2003), and rapid
adaptation can be critical when those conditions reflect tremendous ambiguity and uncertainty,
as is often the case with the market contexts of pioneers. Thus, market responsiveness may be a
driver of market pioneering.
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Entrepreneurs identify with the need to be proactive in identifying, evaluating, and developing
opportunities (Kropp and Zolin, 2005). Opportunity recognition can involve an active search for
opportunities and such a process involves proactive behavior involving the potential for
opportunities recognition. When the environment is dynamic and complex the possession and
effective utilization of market information is more likely to result in opportunity recognition
because strategic entrepreneurs will be actively looking for solutions to problems created by
environmental change.

Market orientation manifests in various mechanisms and activities at all levels of the
organization to support understanding of the customer. Market-oriented firms can undertake, to
varying degrees, different forms of market focused intelligence generation. One of such
processes is the customer interaction process defined as “a set of behavioural activities designed
to continuously (i) collect market information through exchanges with customers and (ii) process
collected information (Campbell, 2003; Morgan et al. 2005; Griffin and Hauser, 1993 in Song et
al. 2010). This process enables the firm to collect, organize, and structure market intelligence
and may involve meeting with customers to know their current and potential needs and how such
needs may change in the future, as well as using customers as evaluators of new products and
services. The information generated through customer knowledge process can be valuable in
creating and delivering targeted customer value as well as reducing the sacrifices made by these
customers. This view is consistent with Matthyssens et al (2006) who state that in view of the
current nature of the business environment, the only way to escape cut-throat competition and
sustain competitive advantage is through launching new value concepts and continuously
reinvent the way value is created and delivered.

Market-oriented firms also establish means through which intelligence can be disseminated and
used throughout the firm. In view of this formal market information utilization processes are
required to document policies and procedures aimed at specifying how market information
should be used (Song et al. 2010). Information dissemination and utilization may improve firm
decision making in several ways. In the first place formal utilization process can enhance the
way mangers think about problems and increase the amount and variety of information in
support of decision making (Shane and Delmar, 2004). Besides formal processes enable
managers to prioritize information by serving as a form of organizational memory that involves
learning from previous decisions and outcomes (Day, 1994).

Responsiveness to competitor intelligence is often regarded as an important part of the market
orientation construct. An exclusive customer focus of the firm may result in incomplete business
strategy and action. Day and Wensley (1998) therefore suggest a balance of an organisation’s
customer and competitive focus. Competitor intelligence is considered to involve the sourcing of
intelligence on competitors, competitors’ actions or moves, activities and offerings (Mueller and
Gemunder, 2009). The purpose of competitor intelligence is to provide a solid basis of
intelligence pertaining to present and potential competitors for executive actions. Competitors
are defined as firms offering products and services that are close substitutes, in the sense that
they serve the same customer need (Porter, 1980; Kotler, 2000). Thus natural mineral water of
company A may be a competitor for coke of Coca Cola since they serve similar customer need of
quenching customer’s thirst. Potential sources of competitor intelligence may come from an
assessment of competitors’ goals, financial performance, success and failures, as well as
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competitors’ assumptions about themselves and the entire industry. Executive actions taken on
the basis of intelligence in a competitor orientation revolves around a firm’s understanding of
competitive opportunities and competitive retaliation (Mueller and Gemunder, 2009 p.742).
Competitors can be assessed on three levels: immediate rivals with similar business models;
firms occupying other parts of the value chain which have the potential to move upstream or
downstream; “oblique” competitors — firms currently outside the firm’s value chain that have the
potential to satisfy the firm’s target customers through new and innovative business model
(Styles and Goddard, 2004). Competitive responses come in many forms such as price cuts,
changes in plant capacity, and product selection (Sutton, 1991; Tirole, 1988 in Mueller and
Gemunder, 2009). It is therefore assumed in this study that the firm’s level on information
generation, dissemination, and how effectively it interprets and uses such information positively
influence how it spots and exploits new opportunities.

2.4 Entrepreneurship and Opportunity Recognition

Today’s competitive environment requires that firms become adept at finding and exploiting
opportunities to create value if they are to remain competitive and grow. In this respect the firm’s
value creation process begins with the recognition of opportunities without which fundamental
requirement of the firm’s growth-visioning strategies become elusive. The recognition and
exploitation of business opportunity is fundamental to entrepreneurship as well as a key
ingredient in corporate survival and growth (Hubert et al, 1997 p.67). Thus there is a consensus
among these viewpoints that opportunity recognition and exploitation are key entrepreneurial
behaviours most often considered synonymous with entrepreneurship. Entrepreneurship research
has sought to find out as to (i) why, when, and how opportunities for improving corporate
performance came into existence; (ii) why, when, and how some people and not others discover
and exploit these opportunities; and (iii)) why, when, and how different modes of strategy are
used to exploit these opportunities (Shane and Venkataraman, 2000 p.218).

2.4.1 Entrepreneurial Opportunities: A business or entrepreneurial opportunity is defined as
“the chance to meet an unsatisfied need, market need defined vaguely, lack or misuse of certain
resources or capabilities where there is sufficient demand to make meeting that need profitable”
(Schumpter, 1934; Kirzner, 1973; Hubert et al, 1997). Such a ‘need’ may be articulated or latent;
or partially satisfied or not satisfied at all. The basic aim of strategic entrepreneurs is to leverage
existing resources or capabilities to create superior customer value. Whiles satisfying such a
need, corporate entities also aim at capturing part of the value created and therefore the profit
potential requires that the (i) the cost of meeting the demand is less than the price people are
willing to pay to satisfy such need; (ii) there is adequate demand to provide a return in proportion
to the effort expended in meeting that need (Hubert et al, 1997). Previous studies on
entrepreneurial opportunities have made references to three central characteristics: potential
economic value (the capacity to generate profit), newness (some product, service, or technology
that did not exist previously), and perceived desirability (moral and legal acceptability of the new
product or service in society). For purposes of this study, then, opportunity will be defined as a
perceived means of generating economic value (profit) that previously has not been exploited
and is not currently being exploited by others.
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2.4.2 Sustainability of opportunities: Previous studies have indicated that the ability of
entrepreneurial opportunities to earn a firm a sustainable competitive advantage depends partly
on the lifespan of such opportunities. If a valuable opportunity is discovered, and that
opportunity generates entrepreneurial profit, such profit may be transient or enduring due to
external as well as internal factors. In the first place, the disequilibrating shocks that initially
generated the opportunity are often replaced by other shocks that open up new opportunities and
close up existing ones (Schumpteter, 1934). Secondly, even if new shocks are not triggered, the
opportunities may become exhausted due to competition. The information asymmetry that
creates opportunities in the first place is subsequently reduced by the diffusion of information
about the opportunity. This is because in the process of exploiting opportunities, entrepreneurs
may transfer information to others about the opportunity and even how to pursue it. Although
this imitation might initially legitimate an opportunity, it also generates competition that
exhausts the discrepancy to the point where the incentive to act no longer exists (Schumpteter,
1934; Shane & Venkataraman, 2000). Third, information about the opportunity diffuses to
resource owners, who may seek to capture profits by raising the price of their resources in
response to information generated by the actions of the entrepreneurs about the new value of
their resources (Kirzner, 1997 in Shane and Eckhardt, 2003).

However, the opportunity half-life can last longer or shorter depending on a variety of factors
(Shane and Eckhardt, 2003). First, mechanisms that limit imitation by other entrepreneurs, such
as trade secrecy, patent protection, or monopoly contracts prolong the life of the opportunity
(Shane & Venkataraman, 2000). Second, mechanisms that slow the transmission or recognition
of information about the opportunity hinder imitation, thereby extending the life of the
opportunity. They also include situations in which few parties have the requisite knowledge to
copy a way of exploiting an opportunity despite its demonstration (Zucker et al. 1998 in Shane
and Eckhardt, 2003).

2.4.3 Opportunity Recognition: If opportunity is defined in this manner, then opportunity
recognition can, in turn, be defined as the cognitive process (or processes) through which
individuals conclude that they have identified an opportunity. According to Ardichvili et al
(2003) the opportunity recognition concept comprises three distinct stages of the process: (i)
perception - sensing or perceiving market needs and/or underdeveloped resources; (i1) discovery
- recognizing or discovering a “fit” between market needs and specified resources; and (iii)
creation - creating a new “fit” between unrelated needs and resources in a form of a business
concept (Hills, 1995; De Koning, 1999 in Ardichvili et al. 2003).

Perception: Previous studies have shown that differences in individual traits account for the
difference in opportunity identification or recognition. While some market needs or
underdeveloped resources may be recognized by some individuals the same opportunities may be
hidden from others. These differences according to Ardichvili et al. (2003) are as a result of
heterogeneity in individuals’ sensitivity to opportunity identification and exploitation which are
largely influenced by the makeup, background and experience and the amount and type of
information possess by the individual. Further, while some individuals may be adept at
recognizing opportunities such as underdeveloped resources, they may lack the necessary
capability to clearly define particular uses for which such resources could create value. Implicitly
not all perceived opportunities lead to market acceptance or have a commercial viability. Ray
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and Cardozo (1996) conclude that the more precise and complete the definition or description,
the more precise is the identification of risk (uncertainties) associated with the opportunity.

Discovery: In this study, the discussion of the discovery stage in the opportunity recognition
process is largely based on the resource utilization perspective presented by Kirzner (1973,
1979). According to this perspective, entrepreneurs decide to launch a new business or reinvent
existing one when they discover an opportunity to redeploy existing resources away from the
present, suboptimal configurations, to a more promising opportunities. Quite often markets are in
disequilibrium and according to Kirzner (1973) view, this maladjustment occurs because a set of
resources that could have been used to produce product B which creates more value for
customers is being used to produce product A which however creates less value. This situation is
attributed to imperfect market information. The decision about product type, specifications and
quantity revolves around identifying the kind of products that create more value for both
customers and the firm, supported by the necessary resources and capabilities.

Creation: Opportunity creation concerns how a firm redirects, reconfigures, or recombines
existing or employs new resources in order to create and deliver superior value than currently
available in the market. Such a process may sometimes lead to a dramatic restructuring of a
production line or reinventing existing business model (Ardichvili et al, 2003).

2.4.4 Sources of Opportunity: There are many sources of new business opportunities. Basically
entrepreneurial opportunities are found in markets in which new goods, services, raw materials
and new ways of organizing methods can be introduced and sold at price exceeding the cost of
their production (Casson, 1982; Shane and Venkataraman, 2000 in Hitt ez al. 2003). Similarly,
changing demographics, social change, the emergence of new market segments and changes in
governmental regulations represent credible conditions that may create new business
opportunities (Morris, 1998). Previous studies have categorized such sources of new business
opportunity into four. The first category results from differences in asymmetries in existing
information between market participants and those exogenous shocks of new information. The
second, results from exchange between supply and demand side opportunities. The third, results
from the differences between productivity-enhancing and rent-seeking opportunities. The fourth
lies in identifying the catalysts of change that generate the opportunities.

Information asymmetry versus external shocks: Changes in technology, regulation, and other
factors generate new information about how resources might be used differently. This
information changes the price for resources, thereby allowing economic actors who have early
access to the new information to purchase resources at low prices, use the information to create
products or services and sell them at an entrepreneurial profit (Schumpteter, 1934; Shane &
Venkataraman, 2000). In contrast, Kirzner (1973, 1997) holds that opportunities exist even in the
absence of this new information. He emphasizes that in the absence of prices, people form
beliefs in response to information they possess. Because those beliefs are influenced by a wide
variety of ceaselessly changing factors, they are not without flaws. As a result, market actors
make mistakes in their decisions, creating shortages and surpluses of resources (Gaglio & Katz,
2001 in Shane and Eckhardt, 2003). People who are alert to these mistakes can obtain resources
and use them to create a profitable new product or service (Shane & Venkataraman, 2000).
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External shift-based opportunites: Existing studies have identified several sources and
dimensions of opportunities resulting from exogenous shift in information such as those spurring
by government action, triggered by demographic and economic changes and those generated by
the creation of new knowledge (Shane and Eckhardt, 2003). The exercise of government power
influences the volume, distribution, and types of opportunities available. For instance,
government actions in managing the macro-economy, such as efforts to regulate money supply
or interest rates influence entrepreneurial opportunities. Similarly, regulatory interventions have
over the years altered the structure of industries thereby creating opportunities for new entrants.
Moreover, shifts in societal demographics also generate and close off opportunities (Drucker,
1985). For instance, the aging of the baby boomers generates opportunities for reallocation of
resources from products and services to children to products and services for the elderly.
Similarly, the growth of the Hispanic and black population in some areas of the United States has
created opportunities to start to introduce products and services that serve the needs of this
market. However, the most researched exogenous shift is that catalyzed by the creation of new
knowledge. New knowledge creates the opportunity for entrepreneurs to create new goods, to
introduce new methods of production, to utilize new sources of supply, to restructure industries,
and to create new markets in new regions (Schumpteter, 1934) by replenishing the pool of
opportunities that is drawn upon by entrepreneurs in their pursuit of profit (Klevorick, Levin,
Nelson & Winter, 1995).

Information irregularity-based opportunities: Drucker (1985) identifies four sub-set of
opportunities based information asymmetry. In the first place opportunities might exist between
imbalances between micro-level behaviour and macro-level outcomes. For instance industries
that experience cyclical demand are often characterized by inefficient allocation of resources and
therefore become only profitable during peak times. This creates opportunity to reorganize
method of production or reinvent existing business models. The second incongruities may exist
between the efforts of an industry and the particulars of consumer demand. In such a case, firms
often fail to recognize that latent demand exists for only minor modifications to existing
products, or for an overlooked demographic group. As a result, opportunities may exist to fill this
gap in consumer demand. Fourth, internal incongruities may also exist within the rhythm or the
logic of a key industry process. In this case, opportunities exist for improving key steps in
industry routines that have been perpetuated without question. For instance, advances in
distribution capabilities in unrelated industries may outmode an organizational process. An
opportunity exists if entrepreneurs can transfer the process improvement to the focal industry
(Drucker, 1985).

Supply versus demand side changes: Sources of opportunities can also be classified as whether
the changes that create them originate from the supply or demand side. Most contributions in this
regard often consider sources of opportunity in terms changes in inputs, ways of organizing or
production processes (Schumpteter, 1934). However changes in demand such as customer
preferences can influence the allocation of resources since producers need to respond to
customer preferences and purchasing habits. Thus demand changes from external sources can
open up opportunities for value creation. The opportunity is created if the increase in demand
outpaces investments in production capacity, generating opportunities to add more capacity,
perhaps on more economic terms (Drucker, 1985). In addition, growing markets might create
new niches (Christensen & Bower, 1996) as well as the opportunity to specialize (Geroski, 2001
in Shane and Eckhardt, 2003).

23



Productivity-enhancing versus rent-seeking opportunities: Much of entrepreneurial opportunity
seeking has been centered on productivity-enhancing outcomes as economies are made more
efficient. However, entrepreneurial opportunity seeking can also be viewed as private rent-
seeking defined by Baumol (1990) as opportunities that have the focus of generating personal
rather than social value (Shane and Eckhardt, 2003). Examples of private rent-seeking
opportunities include crime and corruption.

Apparently one of the bases of new opportunity lies in the inefficiency or imperfections in
markets. Such imperfections could be in a form of how value is proposed, created, delivered, or
captured. The ability to diagnose, identify and correct such inefficiency supported with the
required resources and capability represents a clear opportunity to serve such market. More so a
profound understanding of customer problem, need, or requirement in terms of what they want,
how they want it, where they want it, how they want such an offer to be supplied and at what
cost represent a source of new business opportunity.

2.4.5 Opportunity Recognition Strategies: The process of opportunity recognition has largely
been influenced by creativity or is being seen as creative process (Hansen et al, 2001 p.517).
There are two extremes of opportunity recognition strategies — creative behavior and knowledge
acquisition. Creative behaviour involves the search for problems and opportunities in the
external environment (Miller, 1987) in a proactive and innovative way. The distinctive strategies
for searching out opportunities are proactive searching, competitive scanning, knowledge
acquisition, innovative behaviour and collective action ((Ardichvili ez al. 2003; Puhakka, 2007 in
Heinenon et al, 2011). Creative behaviour also relies on the creativity as a source of opportunity
recognition and the role of alertness to opportunities (Kirzner, 1999).

Knowledge acquisition refers to perceiving and interpreting business information (Shane and
Venkataraman, 2000). It is about deliberately collecting information and converting that
information into business information. Searching for opportunity involves both rational and
creative thinking about a business situation, through which a business concept is constructed
(Puhakka, 2007). Opportunities exist in a market when there are imperfections which are
generated exogenously (Kirzner, 1973). The continuous changes in technology and regulations
offer opportunities for new market-product combinations or new market niches (Sexton and
Bowman-Upton, 1991). Consequently, we assume that the entrepreneurial opportunity search
strategies enhance the viability of the business ideas developed during the entrepreneurship
education module. Creative and innovative behaviour in existing firms is linked to company
growth, value creation, strategic renewal and revitalised company performance (Antoncic, 2007,
Sambrook and Roberts, 2005; Antoncic and Hisrich, 2004). Additionally, knowledge acquisition
provides a basis for the evaluation of the opportunity and for the development of the initial
business idea. For example, entrepreneurs leading high-growth firms spend more time gathering
information than other entrepreneurs (Puhakka, 2007; Shane, 2003).

2.4.6 Antecedents to Opportunity Recognition. While some market needs or underdeveloped
resources may be recognized by some individuals the same opportunities may be hidden from
others. These differences according to Ardichvili ef al. (2003) are as a result of heterogeneity in
individuals’ sensitivity to opportunity identification and exploitation which are largely
influenced by the makeup, background and experience and the amount and type of information
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possess by the individual. Five factors play key role in opportunity recognition and development
process: alertness, creativity, optimism, social networks, and prior knowledge.

Entrepreneurial alertness: The principle of “entreprencurial alertness” credited to Kirzner (1973)
consists of “the ability to notice, without search, opportunities which have hitherto overlooked
by others”. According to Ray and Cardozo (1996) any recognition of opportunity by an
entrepreneur is preceded by a state of heightened alertness to information. They describe this as
entrepreneurial awareness defined as “a propensity to notice and be sensitive to information
about objects, incidents, and patterns of behavior in the environment, with special sensitivity to
maker and user problems, unmet needs and interests, and novel combinations of resources. They
further claimed that personality traits and the environment interact to foster one’s entrepreneurial
awareness. Thus higher alertness increases the chance of opportunity recognition.

Information asymmetry and prior knowledge: Von Hippel (1994) argues that people tend to
notice or recognize new opportunities if information about such opportunities is already known
to them. Shane (1999) therefore posits that entrepreneurs recognize only opportunities related to
their prior knowledge. According to Kirzner (1997) any given opportunity is not visible to all
potential entrepreneurs. Similarly Hayek (1945) Ronstadt (1988) argue that each person’s
idiosyncratic prior knowledge creates a “knowledge corridor” that allows him to recognize
certain opportunities but not others (Ardichvili et al. 2003). These views go to reinforce the fact
that the skills required to recognize opportunities are not evenly distributed among people rather
some people tend to be more adept than others.

Accidental discovery versus systematic search:_There are two differing views that explain how
individuals recognize opportunities either by discovery or through systematic search process.
Prior studies have indicated that entrepreneurs systematically search for opportunities. However
more recent studies have challenged this position, arguing that people do not search for
opportunities rather they discover or recognize them through the concept of “entrepreneurial
alertness” (Kirzner, 1997; Koller, 1998; Teach et al. 1989 in Ardichvili ef al. 2003).

Social networks: Hills et al. (1997) indicate that entrepreneurs’ networks play a very important
role in opportunity recognition. They therefore asset that entrepreneurs who have extended
networks are more likely to identify significantly more opportunities than solo entrepreneurs.

Creativity:_Schumpteter (1934) was the first to note that successful entrepreneurial opportunity
recognition due to differences in creativity. A survey among executives by Hills et al. (1997)
indicates that they consider creativity as very important factor in opportunity recognition.

2.4.7 Opportunity Evaluation and Exploitation: The entrepreneurial strategy process of
launching or reinventing existing businesses does not end with opportunity recognition. Such a
process needs to be assessed to determine its economic viability or otherwise. One of such
behaviours of entrepreneurial orientation associated with the decision process is opportunity
evaluation and exploitation. Opportunity exploitation is considered to include activities
associated with the evaluation and development of an opportunity such as the investment of
resources to move an idea from a prototype to full scale operations and to take advantage of an
opportunity to gain returns (Choi & Shepherd, 2004; Choi, et al. 2008). Opportunity exploitation
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is also considered as the implementation of a set of decisions that support the “execution of
competitive strategy” (Plummer et al. 2007p.367).

The entrepreneurial behavior of opportunity exploitation begins with credible assessment or
evaluation of a new idea, system, process or product. An evaluation of an opportunity for a new
business or for the purpose of reinventing existing one is often referred to as “due diligence”. A
common evaluation procedure often adopted is the “stage-gate” procedure, which advocates for
evaluation at each level of the opportunity development (Ardichvili et a/. 2003). Similar to
Ronstadt’s (1988) “knowledge corridor” or “corridor of constraints” the stage-gate aims at
isolating inappropriate prospective opportunities (Ardichvili et al. 2003) before they are
implemented. In other words an opportunity that does not pass the evaluation test to the next
stage may be either revised or aborted.

The decision on whether to exploit an opportunity or not is a function of an evaluation between
the opportunity’s expected value or return and the expected cost of its exploitation (Shane &
Venkataraman, 2000; Plummer et al. 2007). Therefore the “characteristics of the opportunity and
the nature of the competitive environment” (Plummer et al. 2007, p. 368) will determine how the
opportunity will be exploited. Opportunity exploitation often follows opportunity recognition in
the entrepreneurial decision process and thus effective and efficient implementation is essential if
benefits are to be realized. The length of time taken to evaluate an opportunity and gather
adequate information in order to reduce uncertainty and amass the necessary resources and
capabilities could affect how soon an opportunity progresses from recognition to exploitation
stage (Choi & Shepherd, 2004a; Choi et al. 2008). Increasing the speed of opportunity
exploitation process has the potential to give a firm the first mover advantage however slower
opportunity exploitation can improve information quality relevant to the opportunity exploitation
process thereby reducing uncertainty (Choi & Shepherd, 2004a, 2004b; Choi et al., 2008).

More importantly the advantage that firms achieve by utilizing their internal resources to exploit
identified and valuable opportunities have been noted by some scholars. In this study we further
explore how the internal resources of the firm could be used to improve the performance of the
firm. Fundamental to this perspective is the firm belief that a source of competitive advantage
arises from resources and capabilities that are rare, valuable and costly to imitate (Barney, 1991,
1995).

If a firm’s new opportunities must contribute to corporate performance or growth, then it must
provide superior value in the eyes of the customer. Thus for a rare new product or service to be a
source of competitive advantage it must also be valuable. The new product or service becomes a
valuable one if it enables the entrepreneurial firm to achieve competitive advantage because it is
perceived as delivering superior value to customers compared to competing offers.

2.5 Theoretical Model & Hypotheses

The literature review section of this study is aimed at discussing and critically evaluating recent
documented studies on the topic under investigation and to provide a rigorous theoretical basis
for the study. Secondly it is aimed at identifying ‘gap’ in documented knowledge by focusing on
entrepreneurial behaviors as the main source of corporate growth. Summary of the concepts
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discussed above under the section on literature review are meant to elucidate the research
question stated. Basing on the theory, we formulated key antecedents of opportunity recognition
into the hypotheses with their positive attitude to performance orientation:

* HI1: Risk-taking will have a positive effect on performance orientation.

* H2: Creativity will have a positive effect on performance orientation.

* H3: Responsiveness will have a positive effect on performance orientation.

« H4: Strategic planning orientation will have a positive effect on performance orientation.

3. METHOD

Chapter Summary

This chapter presents an overview and the different approaches adopted in undertaking this
study. Its main focus is on approaches adopted in reviewing the relevant literature as a basis for
the framework of this study. It also involves techniques adopted for collecting as well as
analyzing the relevant data.

3.1 Research approach

The most relevant approach adopted in this study is thus a research survey. Survey research is
understood to involve the collection of information through different media such as mailed
questionnaires, telephone calls, or personal interviews with a known level of accuracy. As such
like other types of field study, survey research is distinguished from other types of survey studies
such as market, opinion, and political poll surveys because it has the potential to contribute to the
advancement of scientific knowledge in different ways (Babbie, 1990; Kerlinger, 1986).

Survey research can be categorized into three types. These include exploratory, confirmatory and
descriptive survey research (Forza, 2002). Exploratory survey research is considered to be more
appropriate during the early stages of research into a phenomenon, when the objective is to gain
preliminary insight on a topic, and provides the basis for more in-depth survey later. Usually
there is no model, and concepts of interest need to be better understood and measured.
Descriptive survey research aims at understanding the relevance of a certain phenomenon and
describing the distribution of the phenomenon in a population. Its prime aim is not theory
development however through the facts described it can provide useful hints both for theory
building and for theory refinement later (Dubin, 1978; Malhotra and Grover, 1998).
Confirmatory or explanatory survey research arguably considered to be the most important of all
often aims at finding causal relationships among variables. It takes place when knowledge of a
phenomenon has been articulated in a theoretical form using well-defined concepts, models and
propositions. Data collection is therefore carried out with the specific aim of testing the adequacy
of the concepts developed in relation to the phenomenon, of hypothesized linkages among the
concepts, and of the validity boundary of the models. Hypotheses developed could be basic
(relationships exist) or directional (positive or negative). The most common design associated
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with this type of survey research is cross-sectional in which information is collected at one point
in time from a sample chosen to represent the population (Malhotra and Grover, 1998).

3.2 Questionnaire and measurements

In view of the objective of this study we have adopted the confirmatory/explanatory type of
survey research as the most appropriate for several reasons. In the first place the concept under
investigation enjoys well-defined theoretical propositions as explained in the literature review.
We therefore intended to investigate the relationships between the dependent and independent
variables through data collection to prove the validity or otherwise of such relationships.
Corporate growth (performance orientation) is our dependent variable of such factors as risk
taking, creativity, responsiveness and strategic planning orientation. Thus in this case risk taking,
creativity, responsiveness and strategic planning orientation are considered as independent
variables.

A hypothesis is defined as a logically conjectured relationship between two or more variables
(measures) expressed in the form of testable statements. In most studies hypotheses attempt to
explain, predict, and explore the relationship between two or more variables (Kazdin, 1992). In a
simple language hypotheses can be considered as the researcher’s educated guess about how the
study will turn out. This therefore means that any hypothesis articulated in any study that
conjectures the relationships between variables must be based on the network of associations
established in the theoretical framework and logically stem from the research problem being
investigated.

Based on the above theoretical framework and the four hypotheses developed we propose the
following research model. This is consistent with the framework proposed by Dubin (1978) and
Wacker (1998) which suggests that any theory testing survey research should be begin with a
conceptual model that identifies and defines all relevant theoretical concepts; presents and
discusses the linkages between relevant theoretical propositions such as dependent and
independent variables; and conditions under which such relationships hold or not. The model
adopted is therefore influenced by the core concepts discussed in the literature review. The
arrows show direct relationships between the independent (causal or explanatory) variables and
the dependent (resultant or criterion) variables. We intend to verify whether this model holds true
in case of how firms innovatively exploit opportunities to achieve corporate growth. We propose
to examine the direct effects of each of the factors — creativity, risk, responsiveness, strategic
planning orientation on performance & growth. We therefore present the theoretical model in a
schematic diagram as depicted below.

Figure 1. Theoretical Model
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Performance Orientation

Proposed theoretical framework & hypotheses were translated into the questionnaire with 5
blocks of questions. Questions are formulated in relevance to the research problem, question,
theoretical framework and the hair cosmetic industry specifics. The questionnaires were
structured in accordance with the Likert-type of scale (Edwards, and Kenny, 1946) in which we
adopted a 5 scale-point so the respondent has to mark the strength of his/her agreement or
disagreement with the statement. In this study 1 is considered a strong agreement and 5 as a
strong disagreement. The procedure we adopted in constructing the scale is consistent with
(Kothari, 2004) who describes scaling “as the procedures of assigning numbers to various
degrees of opinion, attitude and other concepts in which respondents are asked to respond to each
of the statements in terms of several degrees ranging from 3 to 7 of agreement or disagreement”.
The scale as can be found in the questionnaire is a continuum and the scale-point positions are so
related to each other that the first point, 1 represents the highest point, the second point, 2
indicates a higher degree in terms of agreement as compared to the third point and the third point
indicates a higher degree as compared to the fourth and the fifth.

The questionnaire was translated into Russian in order to avoid possible misunderstanding &
extra time-consumption as the chosen market is Russia. The questionnaire was pre-tested and
fine-tuned based on feedback from a group of experts. The key areas for improvement had been
recognized as questionnaire wording & design. At a fundamental level, “a good survey question
is one that produces answers that are reliable and validly measures what we want to describe”
(Fowler, 1995, p. 2). As such questions were worded in a simple language as to avoid alternative
interpretations or seen as incomplete sentences thereby providing room for misinterpretation.
Moreover we were be guided by ethical considerations by ensuring that questions were feasible,
civil, and ethical to answer and respondents were not coerced into answering them. Therefore
personal questions, objectionable statements that reflect the researcher’s bias and questions that
require difficult answers were also avoided.

Measurement which provides a close link between scientific theory and practical application is
defined as “a process through which researchers describe, explain, and predict the phenomena
and constructs of our daily existence” (Kaplan, 1964; Pedhazur & Schmelkin, 1991).
Measurement thus enables researchers to quantify abstract constructs and variables by exploring
the relationship between independent and dependent variables as in the case of this study. Of the
two categories of data — nonmetric or qualitative and metric or quantitative, the data used in this
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study can be described more as qualitative because they describe attributes and characteristics
which cannot be quantified in absolute terms.

Multiple measurements of each variable or factor used in this study were drawn from the
literature review. These items were adapted and reworded to suite the present context. Thus a
five-point Likert scale, ranging from “strongly agree to strongly disagree” is used as a standard
scale. Key variables including creativity and risk taking were measured using Covin and Slevin
(1989) nine-item scale modified to five-item scale. In the context of risk taking, the measure
adopted emphasized the importance of risk taking, employee motivation towards risk taking, and
a balance between risk seeking and risk averse in opportunity recognition, evaluation and
development. Similarly creativity was measured using dimensions such as “brain storming”, new
idea generation supported by divergent and convergent thinking styles. The strategic planning
factor is also measured by modifying the various forms of scale developed by Barringer and
Bluedorn (1999) and Miller and Friesen (1982) into five-point scale in this study. A five-point
scale is applied to assess the level of how the surveyed firms adopt strategic planning as a means
of identifying opportunities while minimizing sources of threat. Key items under this
measurement include locus of planning and environmental scanning. Responsiveness to market
information was also measured by applying a modified version of Covin and Slevin (1989) scale
to Kohli and Jaworski (1990) main components of market orientation. Items included in the
measurement were proactiveness and independence in sensing market needs, market information
as an important source of new opportunities. Finally we measured performance or growth by
focusing on items including new product and market success, profitability, market position, and
market response rate. These items are modified versions of Walker and Ruekert (1987) effective
and efficient forms of performance and Venkatraman and Ramanujam (1986) financial and
operational measurement of performance.

3.3 Sampling and data collection

This study intended to investigate the relationship between entrepreneurial drivers and firm
performance or corporate growth among selected companies successfully competing in the hair
cosmetic industry in the emerging Russian market. We sampled 12 companies comprising both
multinational and local of different sizes and characteristics. We sampled these companies in the
survey because they are considered to exhibit various forms of entrepreneurial drivers with a
strategic or competitive posture with the ultimate aim of achieving impressive performance or
growth. This background provides an appropriate framework for undertaking this study. L’ oreal
(L’oreal Professional and Matrix), Procter& Gamble (Wella and Londa), Henkel (Schwarzkopf
Professional) are big internationals and the market leaders with estimated share of 62% (Kline
Database). Others are smaller companies demonstrating sustainable growth.

Table 1. Professional hair industry players’ sales, mln. rubles 2008 2009 2010
Manufactures’ sales, mln. rubles
L'Oréal 2197,1  2162,7 25922

Procter & Gamble 2394,1 2025,5 2015,8
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Henkel 1724,5 1546,7 1640,2

Unicosmetic 707,6 862,3 1036,6
Keune Haircosmetics 621,3 668 800,4
Colomer 384 399,8 394,6
Kao 344 .4 286,7 336,8
Lumene 2474 230 237
John Paul Mitchell Systems 219.,6 221,6 2329
Sexy Hair Concepts 43,4 61,7 80,1
All other 1383,8  1029,7 684,6

Besides, Uniliver (TiGi) & Authentica (Aveda, Secret Professional, etc.) are included into the
sample with one of the most dynamic brands in the market. Therefore, total sample comprises 12
companies.

The units of analysis are individuals, top & medium-level managers from Marketing, Operations,
R&D as these respondents are assumed to have sufficient knowledge of their firms’ strategic
orientation and innovation practices. Access to contact information was granted via several
private business databases and, therefore, is strictly confidential.

The methodology we consider is the e-mail questionnaire followed by the telephone
reminder/interview to speed up the collection of data and their validity as well as response rate
improvement.

3.4 Unit and level of analysis

The unit of analysis refers to the level of data aggregation during subsequent analysis. The unit
of analysis in the study is manager level at growing professional hair cosmetics companies. In
our sample of 100 valid responds out of 136 in total, 91% are middle-level managers and 9% are
top-managers. The majority of respondents are from Marketing (56%), others are Operations
(Sales), Research & Development, General Management, Finance with percentage 27%, 10%,
4%, and 3% correspondingly. Visual results are in Figure 2 & Figure 3.
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Figure 2. Share of top and middle managers
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Figure 3. Share of departments
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3.5 Validity & Reliability

Measurement error represents one of the most significant sources of error in survey research.
Measurement error can result from a number of factors including poorly worded questions,
length of instrument and bias induced by method. While this type of error is almost inevitable,
the basic solution is to minimize the extent to which these errors affect the findings of the
research. Fortunately, validation, reliability, and generalizability techniques are available to
reduce such errors. This is consistent with Yin (1989) that the quality or rigour of any given
research can be judged according to the above techniques.

Validity indicates the degree to which an instrument measures what is supposed to measure
(Kothari, 2004). The instrument or measurement approach is said to be valid if it accurately
assesses and represents the construct of interest. Validity is determined by considering the
relationship, either quantitatively or qualitatively, between the test or measurement strategy and
some external, independent event (Groth-Marnat, 2003). The most common methods for
demonstrating validity are categorized as content-related, criterion-related, and construct-related
validity (Campbell, 1960). Content-related validity indicates the extent to which the instrument
or measurement strategy being adopted is relevant to the construct of interest or being measured.
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A Dbasic approach for determining content validity starts with the operationalization of the
construct of interest (Marczyk et al., 2005). Thus in this study we intended to measure how
entrepreneurial drivers affect opportunity pursuit and their impact on corporate growth. To
ensure the relevance of the construct being measured, we defined entrepreneurial drivers in terms
of the firm’s ability to be creative, take risk and responsive and proactive in sensing new
opportunities through market information and the locus or intensity of the firm’s strategic
planning initiatives and how these factors affect opportunity pursuit.

Another measure of validity is criterion-related validity. This measure of validity expresses the
relationship between the measure and performance on an outside criterion or measure (Marczyk
et al., 2005). The two forms of this type of validity are: predictive validity which expresses the
usefulness of a test in predicting some future performance and concurrent validity which refers
to the usefulness of a test relating to other measures of known validity. The third means for
demonstrating validity is through construct validity. Construct validity assesses the extent to
which test, operational definitions or measurement strategy adequately measures a theoretical
construct or concept, (Groth-Marnat, 2003). In a simple language it explores whether the survey
questions capably measure hypothetical constructs in the study. Two approaches for determining
construct validity include convergent and divergent validity. Convergent validity explores the
relationship between the measure of interest and another measure that purportedly captures the
same construct. Thus in this study we expected that if higher levels of entrepreneurial drivers
affect entrepreneurial behaviours hence positive corporate growth, then there would be a positive
correlation or otherwise divergent or negative correlation between these drivers, opportunity
pursuit and corporate growth. Since the above tests resulted in correct measurement, that is they
measured what they are supposed to, we conclude that our measuring instruments are valid.

Reliability refers to the consistency or dependability of a measurement technique, and it is
concerned with the consistency or stability of the score obtained from a measure or assessment
over time and across settings or conditions (Anastasi & Urbina, 1997; White & Saltz, 1957).
While efforts are always put in place to minimize measurement errors, scores obtained from data
collection are often subjected to measurement errors. To minimize such errors while increasing
reliability this study adopted approaches that focused on the data collection and measurement
strategies that measure the relationship between dependent and independent variables effectively.
In the first place we ensured that questions and their wordings were consistent across all
respondents who took part in this study. Secondly we started each data collection process with a
rapport clarifying the purpose, focus, and outcome of the study to respondents in order to avoid
the potential to bias the data. Thirdly, we acquainted ourselves with the measurement strategy
being adopted through regular pretest and training in order to facilitate the data collection
process with particular attention being paid to accuracy relating to data recording, compiling,
auditing, and analyzing.

3.6 Ethical Considerations

In view of the ethical transgression that often characterizes social research in general particularly
the data collection and analysis phases, this study abode by the four ethical principles outlined by
(Diener and Crandall 1978 cited in Bryman and Bell, 2003). These principles include harm to
participants; lack of informed consent; invasion of privacy; and deception. To ensure that this
study conforms to the highest ethical standards, it was intended to maintain high level of
confidentiality with regards to information collected from company executives and as such no
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information were released to any third party without the prior consent of informants/company
under investigation as well as respondents. Moreover, no harm in any form was caused to any
participant for taking part in this study. Furthermore, participants’ consent was sought before
engaging them in the interview.

4. RESULTS

Chapter Summary

In this chapter background information relating to the study area is retrieved and presented.
Similarly, empirical data relating to the study area is also collected and presented.

a. Descriptive statistics of sample and correlation
Statistical data include mean, standard deviation & correlations. Mean defines the tendency of
data while standard deviation gives the dispersion of data from mean. They are the key measures
in empirical research to verify the reliability of data. Below the mean and standard deviation
obtained from sample results of every variable are shown.

Table 1: Mean, Standard deviation and correlations (N=100)

Mean SD Q1 Q Q@ Q Q@ Q Q Q8 Q¥ Q0 Qi1 Q12
Q1 2,07 1,01 1.00
Q2 221 86 .59* 1.00
Q3 1,98 90 .53** .65** 1.00
Q4 1,50 66 .30** .33** .26* 1.00
Q5 1,73 72 21% 27%%  21*  58%* 100
Q6 1,68 57 .20 .18 .13 .38** .65** 100
Q7 1,79 84 -18 -04 .02 .04 .32** 30%* 1.00
Q8 135 50 .03 .16 .08 .02 .21* .15 .32** 100
Q9 205 ,98 22¢ 17 16 .10 28** 19 20 .17  1.00
Q10 233 ,9 .16 .21* .18 .18 .26** 20 .17 .09  .56** 1.00
Q11 1,67 70 .25% .34%* 38%* 30%* 44** 50%* 16 .16 .17 .12 1.00
Q12 1,68 57 .02 .04 24% 27% 35% 4% 07 04  23* 20 .A47** 1.00

*p<.05; **p<.01
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From the correlation table we see that the measures beginning with risk-taking which are
questions 1-3 and have a strong correlation within that measure. This means they measure the
same thing. Our second measure is creativity, questions 4-6 which have substantial correlation in

between. Third, we proposed a measure of responsiveness measured by questions 7-8 which also
have significant substantial correlation (r=.32). Fourth, a planning strategic orientation also with
two measures indicating the same thing as correlation is significant and substantial (r=.56).

Finally, performance orientation is also substantial and significant (r=.47).

To go further, we performed a factor analysis. All loadings are substantial above cut of .5

suggested by Hair et al., 2010. This is also confirmed for measures with three indicators that is
Risk-taking and Creativity as Cronbach’s alpha exceed recommended .7 level suggested by Hair

et al., 2010.

Table 2: Factor loadings

Factor

Factor

Factor

Factor

Factor

Relia-
bility

Factor 1: Risk-taking

2.1 Our company considers risk taking as a key factor or variable
in recognizing new opportunity

.805

2.2 Our company motivates employees to take some level of risks
in coming out with new opportunities

.867

a=.80

2.3 Our company emphasizes both risk seeking and risk averse
attitude toward new idea generation, development and evaluation

.801

Factor 2: Creativity

1.1 Group creative process as ‘Brain storming’ plays an important
role in our company

.768

1.2 Our company constantly looks for new ideas (‘bank of ideas’)
& supports novelty & experimentation

.824

1.3 Our company also adopts divergent and convergent thinking
as a way of generating. evaluating and refining new ideas before
turning them into business opportunities

772

Factor 3: Responsiveness to market

1.4 We encourage “questioning” attitude and autonomy among
our employees in generating new ideas & processes

725

r=.32

3.3 Market information serves as a valuable tool in identifying
current trends and even predict future ones before they unfold

.825

Factor 4: Planning strategic orientation

35




3.5 Our company initiates a formal business analysis & .849
development plan prior to its implementation
r=.56

4.3 Our company is fast in adapting to the changing environment .864
owing to structure flexibility

Factor 5: Performance growth orientation

4.2 Our company concentrates on launching new .686
products/services in response to customer demand and
expectation

r=.47

4.5 We focus on key business performance indicators such as .887
profitability, market response, market position, and new product
success as measures of growth

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

As these measures are reliable as per table above we developed composite measures by
summating these into means. Below in Table 3 we report means and standard deviation after
combining these sub-items into composite measures.

Table 3: Means and standard deviation composite measures (N=100).

Std.
Mean Deviation
Risk-taking 2,09 0,78
Creativity 1,64 0,54
Responsiveness 1,57 0,56
Strategic Planning Orientation 2,19 0,86
Performance Orientation 1,68 0,54

4.2 Regression

Furthermore to test our model & idea we believed following hypothesis to be plausible:
H1: Risk-taking will have a positive effect on performance orientation.

H2: Creativity will have a positive effect on performance orientation.

H3: Responsiveness will have a positive effect on performance orientation.

H4: Strategic planning orientation will have a positive effect on performance orientation.

We found that given these four hypothesis we can explain 27.5 % of variance in performance
orientation (see R* Table 4).

Table 4: Performance orientation

Beta t-value  value Interpretation
H1: Risk-taking-->Performance orientation ,145 1,525 131 Not supported
H2: Creativity-->Performance orientation 422 4,313  ,000 Supported
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H3: Responsiveness -->Performance orientation ,032 ,349 , 728 Not supported
H4: Strategic planning orientation -->Performance orientation ,072 ,766 ,446 Not supported

R? Performance = 27.5 %

Results show that all hypotheses are rejected except creativity on performance orientation. This
can be seen from regression of as much as 0.422 and a p value that is significant at a level of less
than 0.000 levels.

5. ANALYSIS

The analysis is performed on the basis of the theory and obtained results of the survey.

In the theory we discussed concept and relationship of strategic entrepreneurial orientation,
opportunity recognition and exploitation and corporate growth. We hypothesized that key
entrepreneurial drivers including creativity, risk-taking, competitively aggressive/strategic
planning orientation, and being proactive in response to market information would have a
positive influence on performance growth orientation.

Data analysis conducted generated findings on the proposed four hypotheses basing on the
theory section. Only one of the hypotheses demonstrated the positive impact and attitude to
performance orientation. First we hypothesized (H1) that risk-taking affect performance
orientation. However, this hypothesized relationship was rejected (B = .141; p>.01). Next we
hypothesized that the more creativity you feed into a process like this the greater performance
orientation (H2). This hypothesized relationship (H2) was substantial, significant and thus
supported (B = .422; p<.01). Third (H3) we expected responsiveness to affect performance
orientation. However, this was also rejected (B = .032; p>.05). Finally, we expected strategic
planning orientation to affect performance orientation H4). Also this hypothesized relationship
was rejected (B = .072; p>.05). Creativity thus proves to have influence on the performance
orientation and corporate growth. It seems to dominate all other effects. This hypothesis has a
regression coefficient of .422 and 0.000 p value. Creativity was measured using dimensions such
as “brain storming”, new ideas generation supported by divergent and convergent thinking styles
and all these found strong correlation with this measure. This finding is also consistent with the
theory review.

Creativity and innovativeness are conceptually related (Pérez-Lufio et al. 2011) and as an
important dimension of entrepreneurial orientation help firms to seek and pursue opportunities,
reconfigure value creation and delivery systems in order to bring to market new, novel and useful
products, services, technologies, and processes. Such creative and innovative posture has been
found to be a source of competitive advantage that leads to improved financial results (Soinenen
etal 2011).

Creativity has been referred to as the production of novel and useful ideas by an individual or
group of individuals working together (Amabile, 1988) and considered as an iterative process of
divergent and convergent thinking aimed at generating, evaluating, refining and coming up with
creative ideas (Basadur et al. 1982; Brophy, 1998 Mumford, et al. 1991 in Gielnik et al.
2011).While divergent thinking facilitates the generation of multiple, novel and original ideas,
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convergent thinking facilitates the detection of applicable, correct, and useful ideas (Basadur et
al. 1982; Mumford ez al. 1991).

While survey data positively confirm Creativity-->Performance orientation, we can assume that
the companies participating in the survey as they aspire for performance are also very creative.
Moreover, we can admit that their growth is driven by creativity as creative and innovative firms
have been found to outperform other firm types in these more dynamic environments (McKee, et
al. 1989).

Strong positive support of creativity in relation to performance growth orientation can be
explained also by industry specifics — we have investigated professional (salon) hair cosmetics
industry which is the first to generate, test and launch innovative products and services, finding
new niches to satisfy consumers’ sophisticated and diverse needs. These products/formulas are
further adopted by Hair Cosmetics Industry in general and disseminated to wider distribution
channels. According to Marshall-Egan (2005), fostering of creativity is a necessity, not an
option, for most organizations interested in responding to:(a) advancing technology, (b) a
changing environment; (c) changing organizational structures or strategies; (d) overcoming
competitors that improve their products, processes, and services, (e) evolving customer desires
and needs; and (f) evolving societies influenced increasingly by global issues and diversity. All
above mentioned points are valid for hair cosmetics companies operating in highly technological,
highly competitive, and highly demanding market in terms of consumers.

Besides, positive creativity response can be further explained by the sample structure as 66% of
managers participated in the survey were from Marketing & R&D (Research & Development)
departments where both individual & group creativity is highly encouraged and rewarded.

In the context of risk taking, responsiveness, and strategic planning orientation there wasn’t
sufficient support from the empirical data though they are conceptualized in theory as the key
dimensions of entrepreneurial orientation which also has a competitive focus aimed at wealth
creation. They have regression coefficients .145, .032, .072 and p value non significance at .131,
728, .446 level correspondingly. The reasons behind could be the way we measured data,
sample structure, or industry specifics. Anyway, further investigation in this direction is required.
In spite of the fact, that there wasn’t empirical evidence, we truly believe that risk-taking,
proactiveness and strategic orientation play key role in the opportunity seeking & forward-
looking perspectives further resulting in higher financial performance.

6. CONCLUSIONS

In our study we wanted to reveal how does the level of entrepreneurial orientation affect
opportunity pursuit (recognition and exploitation) as well as its impact on corporate growth and
therefore define four theory-based hypotheses to confirm by means of survey of the key growing
companies in the professional hair cosmetic industry in the Russian market. The current study
didn’t prove that in full and only one hypothesis Creativity-->Performance orientation was
supported in relation to the industry we consider. In fact, the investigated companies are driven
by creativity in their way to corporate growth. It can be explained by the specifics of the
professional hair cosmetics industry as being flagman of creativity and innovativeness in terms
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of products & services for hair cosmetics industry in total as well as having very competitive and
demanding environment. Other entrepreneurial orientation attributes like risk-taking,
responsiveness, and strategic planning didn’t find sufficient support and further investigations in
this respect needed as researches have their limitations.

7. LIMITATIONS AND FURTHER RESEARCH

Current research is limited to the professional (salon) hair cosmetics industry only and doesn’t
cover hair cosmetic industry in total. The results might be different and more hypotheses
positively confirmed with wider sample and with more companies operating in the Hair
Cosmetics market, i.e. not limited to the professional category only.
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APPENDIX

QUESTIONNAIRE

The basic purpose of this survey is to understand the impact of entrepreneurial drivers on
corporate growth.

Personal Details

Company:

Position:

Business Unit/Division:

Instructions

Please complete the following questionnaire with specific regard to the above enquiry, by

placing a “ X ” in the appropriate box under the scale ranging.

Impact of entrepreneurial behaviors on corporate growth: questionnaire

Scale
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1 2 3 4 5

Risk taking has a positive effect on performance growth orientation

2.1 | Our company considers risk taking as a key factor or variable in
recognizing new opportunity

2.2 | Our company motivates employees to take some level of risks in
coming out with new opportunities

2.3 | Our company emphasizes both risk seeking and risk averse attitude

toward new idea generation, development and evaluation
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Creativity & innovativeness positively influence performance growth orientation

1.1 | Group creative process as ‘Brain storming’ plays an important role
in our company
1.2 | Our company constantly looks for new ideas (‘bank of ideas’) &
supports novelty & experimentation
1.3 | Our company also adopts divergent and convergent thinking as a
way of generating, evaluating and refining new ideas before turning
them into business opportunities
1.4 | We encourage “questioning” attitude and autonomy among our
employees in generating new ideas & processes
Responsiveness will have a positive effect on performance growth orientation
3.3 | Market information serves as a valuable tool in identifying current
trends and even predict future ones before they unfold
3.5 Our company initiates a formal business analysis & development
plan prior to its implementation
Strategic planning orientation will have a positive effect on performance growth
4.2 | Our company concentrates on launching new products/services in
response to customer demand and expectation
4.3 | Our company is fast in adapting to the changing environment owing
to structure flexibility
4.5 | We focus on key business performance indicators such as

profitability, market response, market position, and new product
success as measures of growth
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