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Abstract 
 

Background: Many studies on entrepreneurship indicate an affirmative 

entrepreneurial orientation (EO) and small firm performance interrelationship. 

However, the empirical results are inconclusive, especially when firms face certain 

contingencies. Objectives: Strategic networking and environmental dynamism are 

important to SMEs' performance; therefore, the goal of this study is to apply a 

configurational approach for developing a model that promotes the roles of strategic 

networking and environmental dynamism as moderating variables in the EO-

performance relationship. Methods/Approach: For determining which model fits the 

data best, a moderated linear regression analysis was used as an analytical method 

to test the proposed hypotheses. Specifically, configurational, contingency and 

universal models were examined. Results: Results reveal that a configurational model 

provides a statistically better explanation of variance in performance compared to 

both contingency and universal models. Conclusions: By adding strategic networking 

to the EO-performance relationship, our study helps explain why some firms, although 

restrained with internal resources, can still achieve entrepreneurial projects since 

required resources can be acquired from external network partners. Limitations of this 

study encompass the sample size, the use of a subjective scale, questioning of only 

one representative of the firm, and the short-term aspect of the study. 
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Introduction 
Increasing performance is the main focus and the main challenge of every 

organization, and it also remains one of the most challenging research areas for 

business scholars today. The general tendency of product and business model life 

cycles contraction (Hamel, 2000) and uncertainty make this challenge harder. 

Because of these conditions, companies can no longer rely on long-term competitive 

advantages and long-term profits. Nevertheless, they need to adapt to uncertain 

conditions by constantly seeking new opportunities. There is no doubt that the 

companies that want to improve their business performance need to adopt an 

entrepreneurial attitude, otherwise known as Entrepreneurial orientation (EO).  

 EO has become a popular measure of entrepreneurial activities within an 

organization (Wales et al., 2020; Anderson et al., 2015; Ireland et al., 2009). We can 

look at EO from three perspectives. The first and most popular is EO as a 

multidimensional approach that includes innovativeness, risk-taking, and proactivity in 

competitive behavior (Miller, 1983; Covin et al., 1989). The second perspective 

assumes the covariance among many dimensions, including autonomy and 

competitive aggressiveness (Lumpkin et al.s, 1996). This perspective also defines 

dimensions that are relevant for describing the entrepreneurial company and that are 

at the same time contextually dependent. The third perspective suggests that EO is 

recognized as a concept that includes organizational configuration, entrepreneurial 

top management style, and new entry initiatives (Wales et al., 2020). 

 No matter the definition of EO we use, there is always the question of conditions in 

which the EO of the company will bring the best results. This paper investigates the 

relationship between EO and small firm performance, moderated by strategic 

networking and environmental dynamism. Instead of using a contingency model or 

two-way interaction between EO and small firm performance, we will be using a 

configurational approach. Unlike the contingency model, the configurational 

approach allows a simultaneous assessment of EO and variables in the small firm’s 

internal and external environment. The internal environment variable refers to strategic 

networking, while the external environment variable refers to environmental 

dynamism.  

 Limited access to resources presents one of the common problems that small 

companies especially face. Therefore, company networks are considered an essential 

resource (Obeng, 2018). Also, changes in the environment call for strategic alliances, 

partnerships, and cooperation (Jiang et al., 2016). By joining strategic networks, 

companies can access capital and other missing resources. Also, the decisions made 

by entrepreneurs or managers are moving from just the individual company because 

of their awareness of other companies positions in terms of knowledge on market 

conditions, available resources, and functional capabilities (Soto-Acosta et al., 2016). 

This paper chose strategic networks as an internal variable and moderator because 

of their importance for small businesses. 

 The external moderator variable is presented with environmental dynamism. 

Dynamism presents one of the main characteristics of the environment, expressing a 

degree of turbulent, unpredictable, and rapid change (Deng et al., 2019). A highly 

dynamic environment is characterized by changes in demand, regulation, 

technology, and (or) competitors (Anseel et al., 2007). Also, according to the same 

source, information is often obsolete, unavailable, or inaccurate in such 

environmental conditions. 

 The paper opens up with the literature review related to EO and small firm 

performance and the concepts of strategic networking and environmental 

dynamism. Four hypotheses were developed based on the configurations of the 
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previously stated concepts that address the extent to which strategic networking and 

environmental dynamism influence the relationship between EO and small firm 

performance. Afterward, the research method was discussed, followed by 

hypotheses testing and discussion of the results based on the data obtained from small 

and medium-sized enterprises in Croatia. The paper concludes with the implications 

for research and management, limitations, and potential future research in clarifying 

the EO – performance relationship. 

 

Literature review and hypotheses 
EO and performance 
When considering EO, we will use the most common definition, which sees EO as a 

multidimensional approach that includes the characteristics of risk-taking, 

innovativeness, and proactivity in competitive behavior (Miller, 1983; Covin et al., 1989; 

Guth et al., 1990; Zahra et al., 1995). Risk-taking is defined as utilizing capital for 

ventures with uncertain outcomes (Wiklund et al., 2005), often demonstrated by 

companies that engage in non-traditional approaches and tactics. Innovativeness is 

defined as the ability to attempt and engage with the novel through ideas, 

experiments, and other creative processes, allowing the company to veer away from 

established practice (Lumpkin et al., 1996). Proactiveness is defined as an attitude in 

which the individual, and in extension the company, is prepared to anticipate, act 

and react to future conditions of the marketplace, which allow the company to 

quickly respond to situations, taking advantage and beating competitors (Lumpkin et 

al., 1996). These three characteristics assist in differentiating firms between 

entrepreneurial and non-entrepreneurial. The entrepreneurial business is defined as 

taking risks, engaging in innovation, and is generally characterized by its proactivity 

(Miller, 1983). Businesses can capture new opportunities by using these characteristics, 

outperforming their competition and producing better performance (Zahra et al., 

1995). Entrepreneurship research suggests a positive relationship between EO and 

small firm performance (Zahra, 1991; Zahra et al., 1995; Wiklund, 1999; Wiklund et al., 

2005; Bauweraerts, 2019; Jiang et al., 2018; Kohtamaki et al., 2019), as a firm's 

entrepreneurial behavior unequivocally results in a financial increase (Miller, 1986; 

Lumpkin et al., 1996; Wiklund et al., 2005).  

 Even while studying the EO characteristics one-on-one, the results show that each 

character has positive results. Traditional strategies often lead to high performance, 

but risk-taking can introduce variation, eventually being more profitable (March, 1991; 

McGrath, 2001). Innovation is often viewed as the engine of economic growth, 

allowing for increased performance and financial development (Schumpeter, 1934; 

Brown et al., 1998). Proactiveness allows companies to get the upper hand over their 

competitors regarding prices and targeting market segments (Zahra et al., 1995). Thus: 

 H1: EO has a universally positive effect on small firm performance. 

The configurational approach to the relationship between EO and 

small firm performance 
Many studies demonstrate the positive relationship between EO and small firm 

performance. However, the idea of such a causal relationship may be oversimplified 

and misleading (Wiklund et al., 2005). Empirically, research results are inconclusive, as 

Smart et al. (1994) demonstrated, who could not link EO and performance. It is even 

argued that specific entrepreneurial strategies may result in poor performance (Hart, 

1992).  
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 When studying the relationship between EO and small firm performance, context 

must be considered, as the relationship between the two is complex (Lumpkin et al., 

1996). Therefore, the external environment and the organization's internal 

characteristics must be considered when assessing the relationship between EO and 

performance, which arises two additional assessment options. The first is a two-way 

interaction by using contingency models. This interaction can be between EO and the 

external environment (Covin et al., 1989; Zahra et al., 1995; Wiklund et al., 2005; Frank 

et al., 2010; Lee et al., 2013; Bauweraerts, 2019) or between EO and the organization's 

internal characteristics (March et al., 1963; Zahra, 1991). The second assessment option 

is a three-way interaction using a configurational approach, which allows for the 

concurrent assessment of EO and internal and external environments (Wiklund et al., 

2005). Therefore, this paper uses the second option.  

 The premise of the configurational approach is that companies need to adapt their 

attributes to the environment to outdo their competitors (Ketchen et al., 1993). When 

using the configurational approach, organizations create configurations by clustering 

certain elements such as strategy, structure, process, and environment (Meyer et al., 

1993). This approach better understands performance by determining similarities from 

separate but consistently similar sets of firms (Miller, 1996). Previous research 

emphasized that the relationships between environment, structure, and strategy can 

be problematic, especially when considering that aligning resources to the external 

environment can cause essential failures when developing strategies in organizing 

resources for matching opportunities and threats within the external environment 

(Zajac et al., 2000).  

 This study focuses on strategic networking rather than focusing on specific internal 

resources because it can allow a firm to compensate or complement its lack of 

resources and competencies (Adler et al., 2002; Baum et al., 2000; Parida et al., 2010; 

Mu et al., 2017; Jiang et al., 2018). Configurations are empirically represented by three 

variables concurrently (Baker et al., 1993; Dess et al., 1997; Miller, 1988); in this paper, 

such will be determined by the interaction of EO, strategic networking, and 

environmental dynamism. 

The interaction of EO and the environmental dynamism 
Research on business model innovation also investigates the role of the external 

environment (Pateli et al., 2005; Waldner et al., 2015), emphasizing uncertainty and 

innovative opportunities for business model development (Ağca et al., 2012). In 

previous research, environment represents a moderator between EO and small firm 

performance (Lumpkin et al., 2001; Wiklund et al., 2005), with dynamism and hostility 

being two standard dimensions of the environment (Lumpkin et al., 2001; Moreno et 

al., 2008; Wiklund et al., 2005). Due to its wide acceptance in business model 

innovation, environmental dynamism is also used in this study (Martinez-Conesa et al., 

2017; Schneider et al., 2013). 

 Environmental dynamism is characterized by turbulence, more specifically by 

changes in innovation on industry level and market trends, and high volatility of 

customer and competitor behavior (Dess et al., 1984; Miller, 1987). Within this dynamic 

environment, entrepreneurial-oriented strategies are more likely to be successful 

(Miller, 1990). Also, this environment creates ideal competitive circumstances for 

entrepreneurial companies, which are innovators, anticipate demand, and adjust to 

it (Lumpkin et al. 2001). This environment requires a company to make high-risk 

decisions and be innovative (Miller et al., 1978, Kreiser et al., 2010). Furthermore, this 

environment compounds innovation and growth strategies (Moreno et al., 2008). 
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Finally, environmental dynamism positively influences more proactive businesses 

(Lumpkin et al., 2001).  

 For example, companies in dynamic growth environments had a positive EO-

performance interrelation, while those in a static or underdeveloped environment had 

a negative relationship (Zahra, 1993). Similarly, innovating companies thrive in 

turbulent environments (Miller, 1988). Thus: 

 H2: Environmental dynamism moderates EO-small firm performance interrelation. 

The interaction of EO and strategic networking 
Implementing EO needs resources that can also be acquired through strategic 

networking, other than by traditional means. It is vital for small companies because, 

with this mechanism, they can overcome resource challenges that otherwise they 

may not have been able to (Lee et al., 2001). This relationship needs to be diverse so 

that firms can obtain a diverse gamut of resources in knowledge, competence, etc. 

(Adler et al., 2002; Baum et al., 2000). By carefully managing their network 

relationships, firms can better obtain open and broad network resources essential to 

their business operations (Hughes et al., 2007). Because of the uncertainty they face, 

this approach is particularly successful for companies with EO (Dess et al., 1997; 

Hughes et al., 2007).     

 As a strategy, EO urges companies to be proactive when searching their 

environment for resources and opportunities, eventually offering them relationships 

with helpful organizations and institutions (Li et al., 2011). Therefore, companies that 

use EO are more likely to identify a need for resource acquisition that they can pursue 

through networking opportunities (Teng, 2007) and succeed in this networking search. 

They can find and identify additional opportunities (Wales et al., 2013).  

 Furthermore, innovation EO further urges companies to acquire information about 

their environment leading to a more proactive approach to finding opportunities 

(Jones et al., 2006; Kollman et al., 2014). As mentioned, implementation of EO requires 

a lot of external resources, and this process is a risky activity since it requires effort and 

expenditure (Wiklund et al., 2003). Therefore, strategic networking will enhance the 

company’s risk-taking ability and willingness to bear uncertainty. Also, engaging the 

strategic networks allows proactive companies to use a 'step-ahead' tactic (Morgan 

et al., 2003) and take advantage of the first move (Lumpkin et al., 1996). Such an 

approach would help the company to gain leverage in resource acquisition 

opportunities. Thus:  

 H3: Strategic networking moderates EO – small firm performance interrelation. 

The configuration of EO, strategic networking, and environmental 

dynamism 
A moderating role of environmental dynamism is proposed in hypothesis 2. Hypothesis 

3 suggests that strategic networking has a moderating role in the interrelation 

between EO and small firm performance. Nonetheless, research on configurational 

models contends that companies configured on multiple constructs outperform others 

that only use two constructs. In line with the configurational research, the interaction 

of all three constructs is examined.  

 The configurational approach determines that businesses can most successfully 

benefit from EO when it takes an active approach to business, when the environment 

it operates in is dynamic, and when it participates to a high degree in strategic 

networking. The most harmful effect on performance is their inability to strategically 

network in a stable environment. Therefore, these lead to the following hypotheses:  
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 H4: EO, strategic networking, and environmental dynamism explain small firm 

performance. 

 H4a: Small firm performance is highest within SMEs with high EO, high strategic 

networking, and a dynamic environment.  

 H4b: Small firm performance is lowest within SMEs with high EO, low strategic 

networking, and a stable environment. 

 

Research method 
Sample 
Data was found in the database of the Financial Agency Fina, which is the leading 

provider of financial and electronic services in Croatia. For data selection, the 

definition of European Union small and medium-sized enterprise was relied on. 

Therefore, a random sample of firms was selected from two different categories. The 

first had between 1-49 employees, while the second had 50-249. The data sample 

consisted of 2,000 randomly selected small and medium-sized enterprises contacted 

in December 2019 and January 2020. Of these, 851 received and opened the 

electronic questionnaire, while 202 firms responded to the questionnaire from this 

group and correctly replied via e-mail (i.e., a response rate of 10,1%). Out of the firms 

that participated in this research, 145 were micro and small (71.78%), while 57 were 

medium-sized firms (28.22%). Considering the industry, 66 firms operate in the 

manufacturing sector (32.67%), while 136 firms operate in the service sector (67.32%). 

From sample demographics point of view, 51.49% of the respondents were firm 

owners, 21.29% directors, and 27.23% managers, where 89.11% of the respondents had 

worked for the firm for more than five years, while 79.21% had more than seven years 

of the working experience with the firm. 

Variables and measures 
A seven-point Likert-type scale was used to measure small firm performance. This 

modified method was developed by Gupta et al. (1984). In this subjective scale, 

participants are asked to rate the importance of sales growth, market share, and 

market development to measure their business performance, ranging from 'not 

important to 'extremely important. That was followed by a second question indicating 

participant satisfaction with their achieved performance on the first set of indicators, 

using another seven-point Likert-type scale, ranging from 'not satisfied' to 'highly 

satisfied'. The scores of the first question on 'importance' were mathematically 

adjusted by summing up to 1, thereby minimizing potential individual bias (Naman et 

al., 1993). They were then multiplied with the 'satisfaction scores' to produce a 

weighted average performance index. This index has a mean of 3.74, a standard 

deviation of 1.42, a range of 6.86, and Cronbach's α value of .86.  

 Entrepreneurial orientation (EO) was measured using Covin et al. (1989) seven-point 

Liker-type questions scale for assessing innovativeness, proactiveness, and risk-taking. 

The EO score has a mean of 4.33, a standard deviation of 1.21, a range of 5.78, and a 

Cronbach's α value of .77. 

 Strategic networking (SN) was measured using Allen et al. (1990) scale for assessing 

commitment, Garbarino et al. (1999) scale for assessing trust, Hansen et al. (2008) scale 

for assessing reputation, Sivadas et al. (2000) scale for assessing communication, and 

Eriksson et al. (2007) scale for assessing cooperation. All these five scales were based 

on seven-point Liker-type questions. The strategic networking score has a mean of 

5.27, a standard deviation of 0.91, a range of 4.67, and a Cronbach's α value of .77. 
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 Environmental dynamism (ED) was measured using Miller et al. (1982) scale based 

on seven-point Liker-type questions, where environmental dynamism score has a 

mean of 3.80, a standard deviation of 1.18, a range of 5.50, and a Cronbach's α value 

of .65. 

 For determining the size of the firm, respondents were asked to select whether they 

had less than ten employees (micro firm), 10-49 employees (small firm), or 50-250 

employees (medium-sized firm), which corresponds to the European Union definition 

of small and medium-sized enterprises. Regarding the industry in which they operate, 

respondents were asked whether their main line of business was manufacturing or 

service. The firm's size and industry may influence performance due to different 

organizational and environmental characteristics exhibited by the firm (Wiklund and 

Shepherd, 2005), which is why these two variables were included as controls.  

Analysis 
Moderated linear regression analysis was used as an analytical method to test the 

proposed hypotheses, according to the approach developed by Wiklund et al. (2005) 

and Zhang et al. (2007). All variables have been mean-centered since research shows 

this can improve the interpretability of results. Further robustness tests have been 

applied, where Durbin-Watson statistic and maximum Cook's distance were well 

below critical values. Moreover, multicollinearity diagnosis was applied to determine 

the absence of multicollinearity, where all variance inflation factors (VIF) were below 

2, which is far below the maximum threshold of 10. A non-response analysis and 

common method bias analysis have been performed. It showed no significant 

differences between early and late respondents, meaning that this study did not 

present a non-response bias. Since Eigenvalues were greater than 1, we can state that 

common method bias was unlikely to be a severe concern in this study. 
 

Empirical data and analysis 
The means, standard deviations, and correlations of the variables are shown in Table 

1, where the correlations among the independent variables are relatively modest, 

ranging from -0.214 to 0.470. More precisely, EO and performance have a statistically 

significant positive correlation coefficient (0.423), same as strategic networking and 

performance (0.415), and firm size and performance (0.224). When looking at 

correlations between two-way interaction terms and small firm performance, only 

two-way interaction between strategic networking and environmental dynamism has 

a statistically positive correlation coefficient (0.146) with performance. The three-way 

interaction term between EO, strategic networking, and environmental dynamism has 

a statistically significant positive correlation coefficient (0.350) with performance. 
 

Table 1 

Means, S.D.s, and correlations (n = 202) 
 Mean S.D. 1 2 3 4 5 6 7 8 9 10 

1. Firm size 2.00 .756 1.00          

2. Industry 1.67 .470 -

.214** 

1.00         

3. EO 4.33 1.21 .074 .062 1.00        

4. ED 3.80 1.18 -.103 -.042 .368** 1.00       

5. SN 5.27 0.91 .068 .054 .290** .231** 1.00      

6. Performance 3.74 1.42 .224** .083 .423** .011 .415** 1.00     

7. EO x ED   .020 -.045 -.019 .145* .126 .067 1.00    

8. EO x SN   -.011 .003 -.100 .135 -.104 -.033 .410** 1.00   

9. ED x SN   .008 .026 .143* .295** -.021 .146* .454** .448** 1.00  

10. EO x ED x SN   .093 .068 .425** .425** .384** .350** .273** -.107 .156* 1.00 

Notes: *P < 0.05; **P < 0.01 

Source: Authors’ work 
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 Table 2 provides the results of the hypothesis testing, whereby the result of each 

hypothesis test is shown in its respective column. Model 2 answers the first hypothesis, 

model 3 answers the second and third hypothesis, while model 4 answers the fourth 

hypothesis. For hypotheses testing, control variables were first added (model 1 in table 

2), then the independent variables (the universal model in model 2, table 2), then the 

two-way interaction terms (contingency model in model 3, table 2), and lastly the 

three-way interaction term (configuration model in model 4, Table 2).  

  

Table 2 

Small firm performance: universal, contingency, and configurational model (n = 202) 

 Model 1 

Control 

variables 

Model 2 

Universal 

model 

Model 3 

Contingency 

model 

Model 4 

Configuration 

model 

 β S.E. β S.E. β S.E. β S.E. 

Control variables         

  Firm size .478*** .132 .319** .114 .302** .113 .261** .112 

  Industry .415* .213 .212 .182 .181 .181 .123 .179 

Main variable         

  EO   .443*** .076 .430*** .077 .374*** .078 

Moderating 

variables 

        

  Enviro. dynamism 

(EE) 

  -.223** .078 -.286*** .080 -.359*** .083 

  Strat. networking 

(SN) 

  .518*** .096 .553*** .098 .499*** .098 

2-way interactions         

  EO x ED     -.015 .060 -.070 .062 

  EO x SN     .004 .082 .060 .083 

  SN x ED     .229*** .094 .230** .093 

3-way interactions         

  EO x ED x SN       .154** .057 

R² .068***  .339***  .365***  .388***  

Adjusted R² .059***  .323***  .338***  .359***  

∆R² .068***  .271***  .025***  .023***  

Notes: *P < 0.10; **P < 0.05; ***P < 0.01 

Source: Authors’ work 

 

Firm size and industry, as control variables, explain 6.8% of the variation in performance 

(P<0.01). As the second step of the analysis, the universal effect of EO, strategic 

networking, and environmental dynamism on small firm performance, account for an 

additional 27.1% of the variation in performance (P<0.01). As it can be seen from the 

model 2 in table 2, both EO (β = 0.443, P < 0.01), and strategic networking (β = 0518, P 

< 0.01), have statistically significant positive relationship with small firm performance, 

while external environment (β = -0.223, P < 0.05), has statistically significant negative 

relationship with small firm performance, which supports hypothesis 1. In other words, 

there is enough evidence to confirm that EO has a universally positive effect on 

Croatian SMEs performance. 

 Contingency model, model 3 in table 2, explains for additional 2.5% of the variation 

in performance (P<0.01), and only two-way interaction between strategic networking 

and environmental dynamism is statistically significant (β = 0.229, P < 0.01), while the 

other two-way interactions are not. Therefore, the second and third hypotheses are 

not supported. In other words, there is not enough statistically significant evidence to 
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confirm that environmental dynamism and strategic networking moderate the 

interrelations between EO and small firm performance. Figures 2 and 3 provide further 

evidence not supporting previously stated claims, i.e., hypotheses 2 and 3. 

 Inclusion of the three-way interaction between EO, strategic networking, and 

environmental dynamism as part of the configuration model, model 4 in table 2, 

significantly increases explained variance by 2.3% (P<0.01) and has a statistically 

significant positive relationship with performance (β = 0.154, P < 0.05), which in turn 

supports hypothesis 4. More precisely, model 4 provides enough statistically significant 

evidence to confirm that EO, strategic networking, and environmental dynamism 

configurations can explain small firm performance. 

 We plotted the interaction effects of two-way interaction terms (figures 2, 3, and 4) 

and the three-way interaction term (Figure 1). Strategic networking and 

environmental dynamism values were set at one standard deviation above and 

below the mean, while the range of values for EO was entered (Cohen et al., 2003). 

Therefore, following the outlined procedure, figure 1 illustrates the three-way 

interaction effect of EO, strategic networking, and environmental dynamism on small 

firm performance under the following configurations: (a) high strategic networking, 

high environmental dynamism, (b) high strategic networking, low environmental 

dynamism, (c) low strategic networking, high environmental dynamism, and (d) low 

strategic networking, low environmental dynamism.  

 Figure 1 shows that all lines slope upward. Small firm performance increases with EO 

increase regardless of strategic networking and environmental dynamism conditions. 

This finding provides additional support for hypothesis 1. It is vital to notice that small 

firm performance increases with increasing EO at a faster rate for firms operating in a 

stable environment and with a high degree of strategic networking than for all other 

combinations of strategic networking and environmental dynamism; thus, hypothesis 

4a is not supported. Otherwise said, there is not enough evidence to support the 

notion that small firm performance is highest amidst firms with a high degree of EO, a 

high degree of strategic networking, and operating in a dynamic environment than 

other configurations. 

 Moreover, figure 1 does not support hypothesis 4b. We hypothesized that firms with 

a low degree of strategic networking and a stable environment would perform worst, 

which is not the case since firms with a low degree of strategic networking and 

operating in dynamic environments are relatively worst performers. Based on our 

analysis, the highest performing configuration is high EO, high strategic networking, 

and low environmental dynamism. 
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Figure 1 

EO x Strategic networking x Environmental dynamism 

 
Source: Author’s illustration 

 

 Figures 2 and 3 provide additional evidence that interaction effects do not exist 

between EO, strategic networking, and environmental dynamism. In contrast, figure 4 

supports the interaction effect between strategic networking and environmental 

dynamism when linked with firm performance. 

 

Figure 2 

EO x Environmental dynamism 

 
Source: Author’s illustration 
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Figure 3 

EO x Strategic networking 

 
Source: Author’s illustration 

 

Figure 4 

Strategic networking x Environmental dynamism 

 
Source: Author’s illustration 

 

Discussion and conclusion 
Based on the conducted analysis, we can summarize the following results of our study. 

First, our analysis confirmed two of our hypotheses: 

• H1: EO has a universally positive effect on small firm performance. 

• H4: EO, strategic networking, and environmental dynamism explain small firm 

performance. 
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 We confirmed the universal positive effect of EO on small firm performance as it 

was already previously done by Zahra (1991), Zahra et al. (1995), Wiklund (1999), 

Wiklund et al. (2005), Bauweraerts (2019), Jiang et al. (2018), and Kohtamaki et al. 

(2019). Also, we confirmed that configurations of the following elements could explain 

small firm performance - EO (Wiklund et al., 2005; Frank et al., 2010; Bauweraerts, 2019), 

strategic networking (Parida et al., 2010; Mu et al., 2017; Jiang et al., 2018), and 

environmental dynamism (Wiklund et al., 2005; Frank et al., 2010; Lee et al., 2013; 

Bauweraerts, 2019). 

 Second, our analysis did not confirm the following hypotheses: 

• H2: Environmental dynamism moderates EO-small firm performance 

interrelation.  

• H4a: Small firm performance is highest within SMEs with high EO, high strategic 

networking, and a dynamic environment.  

• H4b: Small firm performance is lowest within SMEs with high EO, low strategic 

networking, and a stable environment.  

Even though the analysis showed the universal positive effect of EO on small firm 

performance, the moderating role of environmental dynamism was not proven. In 

other words, we can say that there is no proof that companies with EO in dynamic 

environments will achieve higher small firm performance than the companies in static 

or undeveloped environments. This conclusion is in line with the results made by 

Wiklund et al. (2005), Frank et al. (2010), and Bauweraerts (2019), but opposite to the 

research results by Zahra (1993) and Lee et al. (2013), which implies that companies in 

dynamic growth environments have a positive EO and small firm performance 

interrelationship. 

 Moreover, even though we confirmed that small firm performance is composed of 

EO, strategic networking, and environmental dynamism, it is not proven that these 

elements present a better construct than other configurations. Our results indicate that 

the supreme business performing configuration includes high EO, high strategic 

networking, and low environmental dynamism. 

 Lastly, our analysis showed that when combined with EO, a configurational 

approach provides a better explanation of small firm performance then both the 

contingency and the universal models. That confirms the thesis by Miller (1996), 

Wiklund et al. (2005), and Bauweraerts (2019) that you can better understand 

performance by using the configurational approach. 

Implications for research and management 
Our study’s main contributions are the following. Firstly, our study provides empirical 

support of the EO and strategic networking concepts and their positive influence on 

small firm performance. Secondly, our study proposes and tests a configurational 

model which provides further insight into the relationship between EO and small firm 

performance. Due to the significant positive results, our study further confirms that a 

configurational approach provides a better concievement of the EO and small firm 

performance interrelationship than the two-variable contingency models. Lastly, by 

adding strategic networking to the interrelationship of EO and small firm performance, 

this paper adds to the discussion why some firms, although restrained with inhouse 

resources, can still achieve entrepreneurial projects since required resources can be 

acquired from external network partners. This research approach could potentially 

entice other researchers to explore further the role of strategic networking and its 

antecedents on the EO-performance relationship while simultaneously adding other 

environmental factors to the investigation. 
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 While devising their strategies, small firm owners and managers should bear in mind 

that simply increasing the EO of the firm would not "per se" lead to better performance; 

rather, they should take into consideration other internal and external factors, such as 

in this case strategic networking and environmental dynamism. Management should 

not rely solely on developing a particular combination of entrepreneurial postures or 

trying to devise only one better strategy than the alternatives. Instead, management 

should combine the specific firm's entrepreneurial posture with the best fitting 

competitive strategy. Therefore, it is vital to understand that the configuration amidst 

EO, strategic networking, and dynamism yields the highest returns. This research 

showed that the best performing configuration is a high EO, strategic networking, and 

a low environmental dynamism. 

 Moreover, when summarizing the findings regarding each configuration, managers 

should keep in mind that the two best performing configurations are those with high 

EO and high strategic networking, while the two lowest are with high EO and low 

strategic networking. Further confirmation for these claims can be found by analyzing 

the direct effects of each observed variable on firm performance. Lastly, it should be 

noted that EO and strategic networking directly and positively affect small firm 

performance, while environmental dynamism does not. Instead, firms operating in 

highly dynamic environments realize lower performance than their peers operating in 

a more static environment.  

Limitations and future research 
Our study has the following limitations. The first is the size of the sample. Even though 

the questionnaire was sent to 2,000 addresses, we received only 202 responses. 

Although this number was enough to conduct this analysis, future studies should be 

done with larger samples. Second, because the collected data is based on subjective 

scales, there is always the problem of respondents' subjective perceptions. Although 

Venkatraman et al. (1986) proved a high level of correlation between subjective and 

objective measurements, in future research, priority should be given to objective 

measurements, especially in terms of performance measures. Third, another limitation 

of the study is questioning only one firm representative. Several representatives should 

be included to get a better picture of the firm’s position. Finally, the fourth limitation 

represents the short-term aspect of the study since the research is based on 

observations that took place at one point in time. Therefore, recommendations for 

future studies would include conducting a longitudinal study. Future research could 

also investigate the configuration of each of the EO antecedents, strategic 

networking, and environmental dynamism to explore its impact on small firm 

performance further. Moreover, future research should include other internal or 

contextual variables, such as new ventures, generational involvement in the case of 

family firms, network resource acquisition, market orientation, etc. Also, future studies 

could develop more complex models to explore moderating roles of other external 

and internal variables, especially in other business cultures. 
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