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ABSTRACT

While scholars have recently started to connect organizational factors in preparing a
firm for corporate entrepreneurship to organizational outputs such as financial and
innovative performance, there is less understanding of the mechanisms explaining these
connections and their boundary conditions. In this vein, this study theorizes how and
when Organizational Preparedness for Corporate Entrepreneurship (OPCE) enhances
corporate financial and innovative performance. Our observation of 256 firms in the food
industry of Iran indicates that OPCE promotes financial and innovative performance
through the mediating role of entrepreneurial orientation. Moreover, the relationship
between OPCE and organizational outputs is stronger when firms perceive their business
environment more dynamic. This provides a better understanding of the way firms can
enhance their performance, in particular in the novel context of Iran as a developing
country.

Keywords: Entrepreneurial orientation, Environmental dynamism, Financial performance,

Innovative performance.

INTRODUCTION

In developing countries like Iran,
organizations encounter with increasing
competition from international businesses.
In such situations, firms are endeavoring to
survive and grow through Corporate
Entrepreneurial (CE) activities (Shinkle and
McCann, 2014, Sakhdari et al., 2017). CE
simply means entrepreneurial behaviors by
established firms (Simsek, 2007). In a more
technical and process-oriented definition,
corporate entrepreneurship is defined as ‘a
vision-directed, organization-vast
dependence on entrepreneurial behavior that
deliberately and persistently re-energizes the
organization and forms the domain of its
activities via the identification and
utilization of entrepreneurial chance’
(Ireland et al., 2009). In this vein, corporate

entrepreneurship is considered as a strategy
through which firms attempt to develop new
products and services and enter new
businesses and markets (Shankar and
Shepherd, 2018). CE also represents itself as
transforming the business scope or main
competitive strategies for providing new
positions in the market to penetrate the
organization’s different performance results
(Simsek et al., 2009; Sharma and Chrisman,
2007). Studies indicate that CE can be a
valid path to enhancing firms’ performance
and profitability (Phan et al., 2009; Zahra,
1996). As such, scholars are seeking to
explain the way firms can promote their
corporate entrepreneurial activities. This is
in particular important for companies
operating in the context of developing
countries accompanied by institutional voids
reducing firms’ incentives to enhance their
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CE activities (Sakhdari et al., 2017). For
example, the Global Entrepreneurship
Monitor (GEM) report of Iran in 2018
indicates that the innovation rate of this
country is much less than the global average
(GEM, 2018).

Prior studies on CE have mainly
confirmed that top management team
characteristics and actions (Heavey and
Simsek, 2013; Ling et al., 2008; Simsek,
2007), structural factors (Burgers et al.,
2009; Burgers and Covin, 2014), and
business environment (Simsek et al., 2007;
Zahra, 1993) affect a firm’s intensity of
engagement in corporate entrepreneurship
(for a complete review, see Sakhdari, 2016).
Attempting to theorize key organizational
factors stimulating CE activities, Kuratko et
al. (2014) have lately introduced an
instrument measuring a firm’s preparedness
for corporate entrepreneurship. The so-
called ‘Organizational Preparedness for

Corporate  Entrepreneurship’ (OPCE)
comprises  five dimensions of top
management support, work

discretion/autonomy, rewards/reinforcement,
time availability, and organizational
boundaries. These dimensions are supposed
to be essential for an internal environment
desirable for the emergence of CE behavior
(Hughes and Mustafa, 2017).

While OPCE is conceptualized as a
framework for enhancing organizational
outputs such as innovative and financial
performance, there is less empirical
evidence confirming this connection, in
particular in the context of developing
countries. More importantly, less is known
about how and when OPCE can influence
organizational performance. This negligence
is unfortunate as more recent studies on
corporate  entrepreneurship  call ~ for
contextualizing models and theories
conceptualized in more developed countries
(Zahra and Wright, 2011; Zahra, 2007).
Moreover, the literature of entrepreneurship
has given less attention to the mechanisms
explaining  the  connection  between
antecedents and organizational outputs
(Sakhdari, 2016).
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Building on the knowledge-based view
and the exploratory-based view of
entrepreneurship (Grant, 1996; Zahra, 2015),
suggesting  innovative  activities  are
essentially a function of developing new
knowledge in firms, we argue that OPCE
can promote innovative and financial
performance though promoting exploration
and knowledge-creation behaviors in the
firm (Gibson and Birkinshaw, 2004;
Sakhdari et al., 2017). Furthermore,
providing the time and resource along with
supportive environment, altogether
introduced as the OPCE, can assist the firm
develop a strategic posture orienting the
entire firm towards innovativeness, risk-
taking, and proactiveness, or the so-called
entrepreneurial orientation (Rauch et al.,
2009, Gupta and Wales, 2017), as the
entrepreneurial orientation is mainly a
resource-consuming strategy (Wiklund and
Shepherd, 2005). As such, we posit that
OPCE can influence organizational
performance through developing the firm’s
entrepreneurial orientation. Indeed,
entrepreneurial orientation mediates the
connection between OPCE and financial and
innovation performance. Finally, we argue
that the more managers and employees in
the firm perceive their business environment
as a dynamic environment, the more their
efforts to utilize the privileges provided by
their supportive environment for
organizational outputs, which means that
perceived environmental dynamism
positively moderates the link between OPCE
and innovation and financial performance.
The hypothesized connections are tested by
conducting a survey of firms in the food
industry of Iran, which is one of the most
competitive and dynamic sections in the
country and the Middle East.

Our findings would contribute to the
entrepreneurship literature by demonstrating
the importance of OPCE for enhancing
innovation and financial performance.
Moreover, revealing the mediating role of
entrepreneurial orientation in the OPCE-
performance, we provide a better
explanation on how and why OPCE can
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stimulate organizational outputs. Testing the
moderating impact of perceived
environmental dynamism on the link
between OPCE and performance, we also
provide the boundary conditions of this
connection and explain how OPCE can lead
to more organizational outputs. Finally,
testing the model in the novel context of
Iran, heeds attention to recent calls for
contextualizing theories and models in the
entrepreneurship  literature  (Zahra and
Wright, 2011).

Theoretical Background and Hypothesis
Development

One of the most important questions raised
in the literature of business management and
entrepreneurship is how companies can
accomplish and maintain superior financial
and innovation performance. Until the
1990s, the dominant paradigm in this field
was the competitive forces approach,
proposed by Porter (1980), providing an
external delineation for a company's
competitive advantage and performance
(Teece et al., 1997). According to this
perspective (Porter, 1980 and 2008), the
structure of an industry includes five forces
of entry barriers, threat of substitution,
bargaining power of buyers, bargaining
power of supplier, and rivalry among firms.
This structure determines a firm’s behavior
and, accordingly, performance. A paradigm
shift, however, has been formed since then,
and the literature focuses more on firm-
specific capabilities and assets as the
determining factors of a firm's performance.
This perspective completes the traditional
view and adopts more an internal-external
view (Henderson and Cockburn, 1994).

Knowledge-Based View (Grant, 1996),
considered as an extension of the Resource-
Based View (Barney, 1991), considers
knowledge as the most significant resource
of a firm, resulting in competitive advantage
and superior performance. According to this
approach, those companies can survive and
grow that are able to create, integrate, and

363

apply their unique knowledge base (Kogut
and Zander, 1992). Indeed, this theory
places priority on knowledge as the most
valuable and strategic resource of a firm and
argues that innovative activities and hence
superior performance in firms are mainly a
function of the firm’s capability to acquire
and combine knowledge resources (Zhou
and Li, 2012). The literature of corporate
entrepreneurship similarly argues that an
entrepreneurial activity mainly relies on new
knowledge for doing things differently, or
doing different things (Zahra, 2015). This
new knowledge essentially results from
exploratory learning while doing
exploitative and core business activities
(Sakhdari and Burgers, 2018).

Drawing on this literature, Hornsby et al.
(2013) have recently conceptualized OPCE,
as a framework comprising five dimensions
that are assumed to facilitate exploratory
and, hence, innovative activities in firms.

The first dimension is support of the top
management referring to the extent to which
top managers support innovative and
entrepreneurial  activities. The second
dimension is work autonomy dealing with
the extent to which employees have
discretion in behaviors and decisions. It also
captures rewards pointing to whether
employees are compensated for exploratory
and innovative activities, and time
availability referring to whether employees
are provided with enough time for
exploratory learning. The final dimension is
organizational boundaries highlighting the
importance  of  developing  flexible
organizational boundaries for coordinating
resources throughout the firm (Kuratko et
al., 2014).

Building on the knowledge-based view
and the exploratory-based view of
entrepreneurship (Grant, 1996; Zahra, 2015),
we argue that OPCE can promote innovative
and financial performance though promoting
exploration and knowledge-creation
behaviors in the firm (Gibson and
Birkinshaw, 2004; Sakhdari et al., 2017).
Furthermore, we posit that OPCE promotes
financial and innovative performance
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through the mediating role of entrepreneurial
orientation. Moreover, the relationship
between OPCE and organizational outputs is
stronger when firms perceive more
environmental dynamism. Our Conceptual
Research Model is depicted in Figure 1. The
mechanisms explaining these connections
will be discussed in more details in the
hypothesis development section.

OPCE and Performance

We argue that OPCE positively affects a
firm’s financial and innovation performance.
As innovative activities within firms are
essentially based on developing new
knowledge (Grant, 1996), OPCE can
provide a supportive environment for
exploratory learning and hence developing
new knowledge (Zahra, 2015). Such a
supportive context enables employees to
devote their attention, time, and efforts to
exploratory actions leading to corporate
entrepreneurial outputs (Behrens and Patzelt,
2015) and hence better financial
performance (Yiu and Lau, 2008). The
literature of resource slack also confirms the
greater availability of resources as an
antecedent to growth and corporate
entrepreneurial outputs (Bradley et al.,
2011). A context filled with required
resources and information, autonomy and

risk taking encourage and enable employees
to develop new knowledge and capabilities
underlying  corporate  entrepreneurship
(Zahra et al., 2009). In his seminal study,
Burgelman (1983) indicates that venturing
activities mainly result from autonomous
bottom-up activities (versus induced up-
down planned strategy) undertaken by
employees at the operational level. This
highlights  the importance  of the
organizational context in which such
autonomous actions happen (Sakhdari and
Bidakhavidi, 2016). The lack of a supportive
environment for bottom-up activities may
attend employees' attention to other
alternative behaviours or doing nothing
(Kuratko et al., 2005). As such, the
following hypotheses can be developed:

Hla: OPCE positively affects innovation
performance.

H1b: OPCE positively affects financial
performance.

The Mediation Role of Entrepreneurial
Orientation

We also posit that OPCE aid firms develop
a strategic posture orienting the whole firm
towards innovativeness, risk-taking, and
proactiveness, or the so-called
entrepreneurial orientation (Rauch et al., 2009,
Gupta and Wales, 2017) and entrepreneurial

Environmental dynamism
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H3b
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_ Innovation
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Figure 1. The conceptual model
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orientation through increasing a firm’s
adaptability to the changing environment can
increase the firm’s performance (Wales,
2016). In this vein, Wiklund and Sheperd
(2005) argue that entrepreneurial orientation is
a resource-consuming strategy and firms need
to devote lots of resources and expenses for
the firm as a whole to orient towards
entrepreneurial activities. This is in line with
the attention-based view (Ocasio, 1997 and
2011) considering organisational attention as
the main reason behind a firm’s performance.
This theory suggests a firm’s context channel
organisational attention towards desired
outcomes, which is influenced by the
availability, salience, legitimacy, value and
relevance of issues and answers for employees
and decision makers in the firms (Barnett,
2008; Barreto and Patient, 2013). We posit
that OPCE is similarly conceptualized as an
organizational context aiming to channel
employees' attention to innovative, risk-taking
and proactive activities, and through these
behaviours, firms enhance their innovative and
financial  performances  (Wiklund  and
Shepherd, 2005). Indeed, entrepreneurial and
innovative outputs stimulated by a higher level
of entrepreneurial orientation can increase the
firm’s performance through generating
products and services more adapted to the
changing  entrepreneurial opportunities
(Bierwerth et al., 2015). This is supported by
the portfolio theory (Markowitz, 1991)
suggesting that the above-normal investment
returns mainly result from differences in a
firm's markets outputs such as innovation in
products and services and entering new
businesses. Similarly, Wales et al. (2015)
indicate that a firm's entrepreneurial
orientation through launching new market
entries enhance the firm's performance. Thus,
the following hypotheses are proposed:

H2a: Entrepreneurial orientation mediates
the link between OPCE and innovation
performance.

H2b: Entrepreneurial orientation mediates
the link between OPCE and financial
performance.
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The Moderating Role of Perceived
Environmental Dynamism

We finally argue that firms perceiving
their business environment more dynamic
can more effectively utilize the privileges
provided by their supportive environment
for organizational outputs, which means that
perceived environmental dynamism
positively moderates the link between OPCE
and innovation and financial performance.
Indeed, the presence of the supportive
context for exploratory activities does not
suffice for innovative activities to realize.
Jansen et al. (2005) argue that exploratory
learning without exploitative activities leads
firms to investing too much on exploratory
activities without achieving decent market
results from the investments. As such,
supportive  social context should be
complemented with exploitative activities to
promote innovative and financial
performance (Sakhdari et al., 2017). As the
business environment dynamisms increases,
firms are more encouraged and forced to
invest in their exploratory outcomes for
more tangible market results such as
innovation in  products and services,
enhancing the firm’s  performance
(Bierwerth et al., 2015). Accordingly, we
expect that the impact of OPCE on both
innovation and financial performance to be
stronger in more dynamic environments. As
such, the following hypotheses can be
proposed:

H3a: Environmental dynamism moderates
the link between OPCE and innovation
performance.

H3b: Environmental dynamism moderates
the link between OPCE and financial
performance.

MATERIALS AND METHODS
Sample and Data Collection

The research sample was small and
medium enterprises operating in the food
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industry of Iran. The reason why this sector
was selected is that the food industry is one
of the most dynamic industries in Iran and
innovative activities more happen in such
contexts  (Zahra, 1991). Table 1
demonstrates the descriptive statistics of the
sample. In this research, senior managers
were chosen for filling out the
guestionnaires. The questionnaires were sent
by e-mail along with a cover letter
describing the aim of the research,
emphasizing confidentiality of respondents’
identity and their responses. As it is
common in countries like Iran, to enhance
the response rate, we also personally
delivered the questionnaires to some firms in
industrial zones. Our focus was the province
of Tehran where most of SMEs are
operating or have headquarters. Finally, we
received 256 useable responses.

The age of respondents ranged from 20 to
59 years. The majority of them (85%) were
men. 32.5% had obtained a Master’s degree,
followed by 30.8, Bachelor’s degree, 18.9%
Associate degree; 10.1% Doctoral degree,
and 7.7% had High school diploma. The
mean age and size of their organization were
30 and 50, respectively (Table 1).

Measures

OPCE was measured using 48 items
according to Hornsby et al. (2002; 2013).

Table 1. Respondents and firms’ demographics.

This scale measures five specific dimensions
of a firm’s preparedness for corporate
entrepreneurship  entailing  management
support, organizational structure, taking
risks and available time, reward, and the
availability of resources. The dimensions
were measured using Likert-type scales with
1 demonstrating strongly disagree to 5
demonstrating strongly agree.

Innovation performance contains two
aspects of administrative and product-related
innovativeness. Administrative
innovativeness was assessed using 4-items
adopted from West and Anderson (1996).
Answers to these items were made on a five-
point Likert scale, where point 1 means
‘strongly disagree’ and point 5 means
‘strongly agree’. Product-related innovation
was also measured with 3-items adopted
from Hooley et al. (1998) using a five-point
Likert scale. These scales are widely used in
organizational studies (Luk et al., 2008).

Financial performance was measured
using 4-items adopted from Burgers et al.
(2009) Rezaei et al. (2017), and Akbari et al.
(2019). The respondents were asked to
compare their relative performance with
competitors in the industry. Answers to
these items were made on a five-point Likert
scale, where point 1 represented ‘much
worse’ and point 5 represented ‘much
better’.

Entrepreneurial Orientation (EO) captures
the three dimensions of innovativeness,

[ DOR: 20.1001.1.16807073.2020.22.2.22.0]

Gender Percentage (%)  Age Percentage (%) Education level Percentage (%)
20-30 11 High school diploma 7.7
Female 15.6 30-40 34 Associate degree 18.9
Male 84.4 40-50 324 Bachelor’s degree 30.8
Above 50 22.6 Master’s degree 325
. . Doctoral degree 10.1
Organization’s ~ Percentage (%)  Organization’s  Percentage (%)
age size
0-10 18 1-4 28.9
11-20 34 5-19 324
21-50 32.4 20-199 24.6
>51 15.6 > 200 14.1
366
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risks-taking, pro-activeness. It was measured
as a meta-construct adopting the scale
developed by Covin and Slevin (1989). This
scale has been widely utilized in previous
EO studies (Lumpkin et al., 2009). Answers
to these items were made on a five-point
Likert scale, where point 1 meant ‘strongly
disagree’ and the point 5 meant ‘strongly
agree’.

Environmental dynamism measures the
extent to which respondents perceive their
business environments a dynamic setting. It
was measured using 4 items based on Jansen
et al., (2005) scale. Answers to these items
were made on a five-point Likert scale, with
point 1 representing ‘strongly disagree’ and
point 5 representing ‘strongly agree’.

A number of variables were contained in
this research as the control variables to
control extraneous variation. We first
controlled for the firm’s size, as larger
organizations are believed to have more
resources for corporate entrepreneurship
(Burgers and Covin, 2016). The size of the
organization was measured using a
categorical scale (Sakhdari and Burgers,
2018). The age of a firm was also controlled
as it could influence innovative activities in
firms (Pinchot, 1985; Zahra, 1991). The
number of years a firm was in operation was
applied for measuring its age.

RESULTS

approach and was used in this study (Hair et
al., 2011). A structural equation model
contains two parts: measurement and
structural models. The bootstrapping
technique was used to test the mediating
effects (Preacher and Hayes, 2008). In this
technique, the current sample is treated as a
pseudo-population, and test statistics such as
standard errors for indirect effects are
calculated based on random sampling from
the existing data set (Hayes, 2013). Table 2
provides descriptive statistics and the
correlations between the main constructs. As
it can be seen, all the main constructs are
significantly correlated.

Measurement Validation

Content validity of the questionnaire was
confirmed by six managers who had five
years of work experience and eight
university professors in entrepreneurship
context. The questionnaire was slightly
revised according to their comments.

Convergent  validity = means “the
consistency that multiple factors exhibit in
calculating the same construct.” The factor
loadings of the confirmatory factor analysis
(CFA) confirm convergent validity as all
factors load sufficiently high on the
corresponding structures. We also assessed
convergent validity by utilizing “Average
Variance Extracted” (AVE), which should
exceed 0.50 (Fornel and Larcker, 1981). As

Structural Equation Modeling (SEM) was shown in Table 3, all
used to analyze the data utilizing Smart PLS
2.0 software. Partial Least Square (PLS) is
the most established variance-based SEM
Table 2. Descriptive statistics and Correlation matrix of main constructs.
Constructs M SD Ca 1 2 3 4 5
1 OPCE 3.648 1.52 0.86 1
2 Entrepreneurial orientation 2.098 1.90 0.75 0297 1
3 Environmental dynamism 3553 146  0.79 0347 016 1
4 Financial performance 3915 122 081 012° 0227 0197 1
5 Innovation performance 2649 1.8 0.73 0107 0317 0247 0217 1

[ DOR: 20.1001.1.16807073.2020.22.2.22.0]

N= 256. ** Correlation is significant at the 0.0l level (2-tailed), * Correlation is significant at the 0.05 level
(2-tailed).
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Table 3. Average Variance Extracted (AVE), Composite Reliability (CR) and square root of AVE and correlations of all constructs.

Financial performance Innovation performance

Environmental dynamism

Entrepreneurial orientation

OPCE

AVE
0.574

0.526

CR
0.826
0.853

Construct
OPCE

0.772"

0.745
0.604

0.615

0.533

Entrepreneurial orientation

0.754¢
0.626

0.764
0.622

0.550
0.571

0.796
0.847
0.722

Environmental dynamism

0.767¢
0.678

Financial performance

0.729¢

0.560 0.558 0.508

0.586

Innovation performance

“ The grey area indicates the square root of average variance extracted of the construct.
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indicator factor loadings exceed the
threshold value of 0.50 proposed by
Peterson (2000). AVE ranged from 0.71 to
0.76.

For discriminant validity, the square root
of the AVE of each construct should be
more than its connections with other
constructs and should be at least 0.50
(Fornel and Larcker, 1981). Table 3 shows
the relation between constructs, with the
square root of the AVE on the diagonal. All
constructs adequately pass the test, as the
square root of the AVE (on the diagonal) is
more than the cross correlations with other
constructs. Therefore, the convergent and
discriminant validities of the constructs of
the study are acceptable (Table 3).

Measurement Reliability

Cronbach’s Alpha coefficient was utilized
to test the reliability of the variables.
Cronbach’s alpha values for the individual
constructs were more than 0.7 (Table 2).

The measurement model was also assessed
based on the Composite Reliability (CR).
Fornell and Larcker (1981) propose that the
CR values should be more than 0.6. The
values of composite reliability are presented
in Table 3, all of which are acceptable.

Structural Equation Modeling

Structural models were used to test the
correlation between constructs and the overall
theoretical models (Hair et al., 2013). As
presented in Table 4, OPCE was significantly
correlated with both IP (3= 0.490, P< 0.001),
and FP (%= 0.510, P< 0.001), supporting H1la,
H1b. This research aims at examining whether
EO plays a mediating role in the relationship
between OPCE and performance. The
obtained results from the implementation of
the Bootstrapping method indicates that the
sum of indirect effect of OPCE on IP and FP
through the variable of EO is significant (=
0.327, P-value= 0.000 for IP) and (= 0. 0.378,
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Table 4. Summary of hypotheses testing.

Hypothesis Content B Values T Values Support
The direct hypothesis tests summary
Hla OPCE — IP 0.490 5.982** Yes
Hib OPCE — FP 0.510 7.056** Yes
The indirect (mediation) hypothesis tests summary
H2a OPCE — EO— 1P 0.327 3.949** Yes
H2b OPCE — EO— FP 0.378 4.238** Yes
The indirect (moderation) hypothesis tests summary
Path coefficients Path igh epy—Path gowepy tvalue Supported
(High ED) (low ED)

H3a: OPCE — IP 0.48 0.27 0.29° 2.04%* Yes
H3b: OPCE — FP 0.73 0.36 0.38 2.53%* Yes
Controls
Firm size — IP 0.06 0.65
Firm size — FP 0.08 0.48
Firmage — IP 0.2 0.39
Firm age — FP 0.4 0.84

(R%) () @)
EO 0.376 - 0.321
OPCE — EO - 0.415 -
IP 0.762 0.284
OPCE — IP - 0.231 -
EO— IP 0.502 -
FP 0.501 0.231
OPCE — FP - 0.226 -
EO— FP - 0.208 -

* P=0.05, t (0.05, 132)= 1.98, ** P= 0.01, t (0.01, 132)= 2.61.

P-value= 0.000 for FP). Thus, the H2a, H2b is
confirmed (see Table 4).

According to findings, the significance
coefficients associated with the path of
research variables were all above 1.96
(standard limit), therefore, the research
model had a desirable level of significance
and the fitting of the auxiliary structural was
ratified. As indicated by Thompson et al.
(1995), R? was computed for measuring the
predictive power of model. R* shows the
degree of variance that is accounted for by
exogenous variables.

The moderating effect is examined using a
t-test with pooled standard errors (Table 4).
This method is described as the parametric
approach (Henseler, 2007). This is a one-
tailed t-Student distribution with (m+n -2)
degrees of freedom, where sp is the pooled
estimator for the variance, m is the number
of cases in the sample of firms with high
environmental dynamics, n is the number of
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cases in the sample of organizations with
low environmental dynamics, and SE is the
standard error for the path provided by the
PLS Graph in the bootstrap technique.
. Path(ED high) — Path(ED low)
spy1/m+1/n
= tm+n-—2)

The findings support H3a. The proposed
connection between OPCE and IP is
significantly more intense for the firms with
higher perceived environmental dynamism
(Path high ED> Path \ow ep, P< 005) and,
therefore, an increase in environmental
dynamism appears to increase the positive
influence of OPCE on IP. The results also
support that the influence of OPCE on FP is
greater in firms with higher perceived
environmental dynamism (Path igh ep> Path
low ep, P< 0.01). This supports H3b.
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Test

The Sobel test was used to test whether the
mediating effect is statistically significant or
not. As the Z-values obtained from the Sobel
test were 7.05 and 8.6 for the mediation
impact of EO on the OPCE-FP and OPCE-
IP, respectively, the mediating impact of EO
is confirmed.

GOF Criterion

The Goodness Of Fit (GOF) criterion was
used to examine the general fit of the
structural model and derives from the
following formula:

GOF = \/Com x R2=V0.587 x0.546
= 0.566
Given that the three values of 0.01, 0.25,
and 0.36 are considered as, respectively,
weak, moderate, and strong values for GOF,
the GOF value of 0.566 in this research
confirms a strong overall model fit.

DISCUSSION

As the relationship between OPCE and
organizational outputs, such as financial and
innovative performance, and the
mechanisms explaining and moderating this
connection are less argued in the literature,
this research was designed to address these
missing links in prior studies. We
hypothesized that OPCE is positively
associated with  both  financial and
innovative performance, mediated by EO
and moderated by the perceived
environmental dynamism.

Our findings indicate that OPCE positively
affects both financial and innovative
performance. This means that the presence
of supportive top management, work
autonomy, rewards, time availability and
finally flexible organizational boundaries
(Kuratko et al., 2014) can increase firms’
innovative and financial performance. This
supports prior argumentation in the literature

370

that internal contexts for exploratory
activities can promote innovative activities
in firms (Burgers and Covin, 2016; Sakhdari
et al., 2017). These results extend the
literatures of corporate entrepreneurship and
business management by theorizing the way
OPCE can lead to better firm innovative and
financial performance.

The findings also support that EO can be
considered as the intermediary mechanism
between OPCE and performance. This
implies that OPCE can generate a strategic
posture orienting the whole firm towards
innovativeness, risk-taking and
proactiveness (Gupta and Wales, 2017) and
through this mechanism OPCE influences
organizational performance. This amplifies
the attention-based view’s proposition that a
firm’s context can orient employees’
attention  towards  desired  strategic
orientations (Ocasio, 2011). These results
can add to the literature by shedding light on
the mechanism explaining connection
between the internal context- entrepreneurial
performance link (Burgers et al., 2009;
Cucculelli and Bettinelli, 2015; Kotabe,
Jiang, and Murray, 2017). It also extends the
EO literature by showing the way firms can
promote EO, less argued in the literature
(Rauch et al., 2009).

The results finally confirm that the link
between OPCE and performance is stronger
for firms with more perceived environmental
dynamism. This supports the argumentation
that environmental dynamism encourages
firm to get more involved with exploitative
activities, complementary to exploratory for
enhancing entrepreneurial activities (An et
al., 2018). The results extend the literature
by showing that the impact of a supportive
environment for innovative behaviors and
organizational performance is subject to the
firm’s perceived environmental dynamism.
This echoes the notification of contingency
models in the literature emphasizing the
non-universality of entrepreneurship
theoretical suggestions (Burgers and Covin,
2016; Wiklund and Shepherd, 2005; Zahra,
Wright and Abdelgaward, 2014).
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Our findings also provide practical
insights for managers and practitioners.
Firms aiming to enhance their innovative
and financial performance need to develop a
supportive environment where employees
have access to resources and time and
flexible structures for exploratory activities,
and also receive sufficient rewards for such
behaviors. The supportive context is in
particular important for firms in more
dynamic sectors. The supportive context can
orient the firm towards innovative, risk-
taking and proactive behaviors, necessary
for realizing organizational outputs.

Overall, this research as one of the very
first research theorizing the OPCE-
performance connection in the novel context
of Iran opens new avenues for more context-
oriented  studies in  the  corporate
entrepreneurship and business management
literatures.
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