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Abstract

The present paper analyses the influence of entrepreneurial orientation (integrated approach)
and its dimensions (individual approach) on hotel performance. We pose a structural equation
model (SEM) Partial Least Square (PLS) through Smart PLS 3.1.9 on a dataset obtained by
means of a questionnaire emailed to 102 hotel directors between January and June 2014. The
most relevant contribution of this work lies in the fact that the impact of entrepreneurial
orientation in an integrated approach (the three dimensions acts jointly) exceeds the effect of
each individual approach.
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1. Introduction

Increased competitiveness, market globalization and the influence of technology on
business make entrepreneurial orientation a need for most firms (Tajeddini & Trueman,
2008). Therefore, it becomes necessary to analyse how to: 1) take advantage of new
opportunities; 2) develop new products/services and markets (Berthon et al., 2004); 3)
develop proactive behaviours (Kreiser et al., 2013); and 4) take greater risks (Godwin &
Abaho, 2013). This has led numerous firms to place entrepreneurial orientation in the
spotlight of their competitiveness. In this sense, recent years have witnessed the proliferation
of studies on entrepreneurial orientation and its impact on firm performance (Basso et al.,
2009; Rauch et al., 2009; Arzubiaga et al., 2012; Rodrigo-Alarcon et al., 2013; Hernandez
Perlines, 2014). It is true that the existing literature on entrepreneurial orientation is mainly
based on knowledge acquired in the industry sector, works focused on the hotel sector being
rather scarce (Tajeddini, 2010). The present work is aimed at making up this deficiency, given
that hotels are one of the most important sectors worldwide."

Different multidimensional constructs are used in entrepreneurial orientation, though we
follow Miller's (1983) proposal, who considers that entrepreneurial orientation is integrated
by the constant search for innovation, pro-activeness and predisposition to take moderate
risks. Two approaches are applied in the present study for the analysis of entrepreneurial
orientation: 1) the integrated or composite approach, in which the joint effect of the three
dimensions that shape entrepreneurial orientation is analysed, and 2) the independent
approach, in which the independent effect of each of these three dimensions is analysed
separately (Dai et al., 2013). This is another innovative aspect in the present study, as two
approaches are proposed in the same work to determine which one offers better explanatory
capacity of hotel establishment performance.

Data were collected through a questionnaire answered by 102 2-to-5-star hotel directors
across Spain taken from the directory in the Official Spain Hotel Guide published by
Turespafia. Data were collected through a survey emailed between January and June 2014 to
the directors of the aforementioned establishments. We pose a component-based structural
equation model and PLS (partial least square) variance through software Smart PLS 3.1.9.

The proposed research provides guidelines for the management of hotel establishments:
how hotel managers can improve their performance from the viewpoint of entrepreneurial
orientation and its dimensions. Information is provided to get to know whether it is better to
act jointly in its three dimensions (innovation, pro-activeness and risk-taking) or, on the
contrary, it is better to act on each dimension independently.

The present paper is structured as follows: the main theoretical aspects of entrepreneurial
orientation are analysed and the hypotheses to be contrasted are presented in the following
section, where special attention is drawn on hotel establishments. Research design is
explained next, as well as the questionnaire used, the field work completed, the sample and
variable measurement. The fourth section is devoted to discussing results. Finally,
conclusions and the most relevant future implications and present limitations are drawn and
analysed.

! According to the Barometer of the World Tourism Organization, the volume of international tourists (visitors
spending the night) in the whole world reached 1,100 millions in 2014, thus undergoing 4.7% growth relative to
the previous year. According to these sources, there are around 590,000 hotels in the world, with more than 29
million beds.
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2. Theory and Hypothesis
2.1. Entrepreneurial orientation

In the last years, entrepreneurial orientation has been widely studied in business literature,
receiving considerable conceptual and empirical attention. Besides, it is an area with a fast-
growing accumulative corpus of knowledge (Basso et al., 2009; Rauch et al., 2009; Arzubiaga
et al. 2012; Covin & Miller, 2013; Rodrigo-Alarcon et al. 2013, Herndndez Perlines, 2014).

Miller (1983) was the first to talk about entrepreneurial orientation and conceived it as
firm behaviour characterised by innovation, pro-activeness and risk-taking. Later on, Covin &
Slevin (1989) completed Miller's definition stating that a firm's entrepreneurial orientation
depends on the degree in which it favours change and innovation, taking risks and competing
aggressively (Miller & Friesen, 1983; Covin & Slevin, 1991; Knight, 1997; Wiklund &
Shepherd, 2005).

On the other hand, Fazul et al. (2010) state that entrepreneurial orientation is the firm's
capacity to perform innovation-related activities, take risks and pioneer new actions.
Therefore, it is a decision making process (Patel & D'Souza, 2009) that affects the firm's will
to innovate, to be more pro-active and aggressive than its competitors, and to take risks (Ellis,
2011).

In this work we have followed Miller's (1983) definition of entrepreneurial orientation.
According to him, entrepreneurial orientation is a multidimensional concept integrated by the
constant search for innovation, pro-activeness and the will to take moderate risks. Innovation
is referred to the firm's capacity to support new ideas and experimentation, to introduce new
products, and to use creative processes (Miller & Friesen, 1983; Kropp et al., 2006; Chandra
et al. 2007). On the other hand, pro-activeness is referred to the search of the pioneer's
advantage by means of anticipating the market's future desires and needs, and the
capitalization of emerging business opportunities (Covin & Slevin, 1989; Lumpkin & Dess,
1996). In short, pro-activeness is the firm's capacity to involve resources, introducing new
products and services before competitors do, according to predictions of future demand
(Covin & Slevin, 1991; Rauch et al., 2004; Sepulveda, 2010; Ma et al. 2012). Finally, risk-
taking entails setting off audacious actions involving significant resource levels (Lumpkin &
Dess, 1996).

The different existing multidimensional constructs of entrepreneurial orientation are just
different perspectives of this concept (Covin & Lumpkin, 2011). Thus, a set or works (among
which Miller, 1983; Covin & Slevin, 1989; and Covin & Wales, 2012, stand out) state that for
a firm to have entrepreneurial orientation, the aforementioned dimensions must covariate
positively. On the contrary, another set of works (among which Lumpkin & Dess, 1996; and
Dai et al., 2013 stand out) state that each dimension of the entrepreneurial orientation plays a
different role. We follow the first entrepreneurial-orientation construction in this paper: its
three dimensions must covariate positively to give rise to entrepreneurial orientation.

Most research works are focused on analyzing the impact of entrepreneurial orientation on
firm performance. Besides, entrepreneurial orientation is considered a fundamental
organizational process (Hult et al., 2003) that contributes to reassure firm performance
(Barringer & Bluedorn, 1999; Dimitratos & Plakoyiannaki, 2003; Hitt et al., 2001;
McDougall & Oviatt, 2000; and Miller, 1983). Taking this discussion into account, the
following hypothesis is tested:
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H;: Entrepreneurial orientation has a positive impact on hotel establishment
performance

2.2. Innovation

Innovation is “a firm’s tendency to take part and support new ideas that may result in new
products, services or technology processes” (Lumpkin & Dess, 1996, p. 142). This tendency
allows the firm to create a wide set of abilities that are an invaluable tool for competitiveness
in the always changing business environment (Godwin & Abaho, 2013).

Several works state that innovation, rather than any other dimension, is always present in
every entrepreneurial process (Sharma & Chrisman, 1999). Corporative entrepreneurial
activities are aimed at taking advantage of market opportunities through innovation (Ireland et
al., 2006). “Out of the different entrepreneurial-orientation dimensions identified in literature,
innovation is, in a wide sense, an underlying factor shared by all forms of corporative
entrepreneurial activity” (Covin & Miller, 1999, p. 47).

Innovation demands such a display of resources that it will become profitable only when
initial investments are compensated (Kreiser et al., 2013). In other words, the higher the
innovation level is, the better the firm’s results shall be. This leads us to formulate the
following hypothesis:

H;: Innovation has a positive impact on hotel establishment performance
2.3. Proactiveness

Pro-activeness reflects the firm’s will to dominate its competitors by means of aggressive
moves such as the introduction of new or innovative products or services, or the anticipation
of future demands (Ke et al., 2007). This posture allows acting on the market’s future
shortcomings and potential needs, which creates a competitive advantage (Lumpkin & Dess,
1996). In our work pro-activeness has been considered one of the dimensions of corporative
entrepreneurial orientation, according to the existing literature on this issue. Thus, the
following hypothesis is formulated:

Hj;: Proactiveness has a positive impact on hotel establishment performance
2.4. Risk-taking

Risk-taking behaviour is “incurring a large debt or compromising large amounts of
resources with the aim of obtaining high returns when taking control of market opportunities”
(Lumpkin & Dess, 1996, p. 144).

Firms that are capable of assuming high risk levels are also capable of taking better
advantage of opportunities and of obtaining higher long-term profit levels in a context of
elevated uncertainty (McGrath, 2001). Authors such as Rauch et al. (2004) and Seyed (2012)
state that risk-taking is positively related to performance.

Hy: Risk-taking has a positive effect on hotel establishment performance
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3. Research Design
3.1. Questionnaire and field work

Given the nature of this research and the inexistence of sources of secondary data, a
questionnaire was elaborated for data collection purposes. We focused on hotel
establishments located in Spain; therefore, the sample is homogeneous and allows controlling
certain contingency factors (Rauch et al., 2009).

Questionnaire elaboration was completed in several stages. Firstly, a draft was made after
reviewing literature on entrepreneurial orientation and firm performance. Secondly, to assure
content validity, a discussion and reflection process was triggered among some experts in the
aforementioned fields. Next, to guarantee that questionnaire items were fully understandable,
a pre-test was completed with 2-to-5-star hotel establishment directors. Surveys were
completed by means of personal interviews to each respondent. After this stage, questionnaire
was emailed to hotel establishment directors. After a month’s time, questionnaires were
emailed again so as to increase the response rate (Dillman, 2000). The survey was completed
between January and June 2014. The different dimensions were measured by means of 5-
point Likert scales (1=complete disagreement; 5=full agreement).

For hypothesis contrast and analysis of results, a structural equation multivariate model
was used as a statistical technique. Bearing research objectives and hypotheses in mind, we
opted for partial least squares (PLS) regression, which allows us to develop component- and
variance-based analysis. PLS is a currently well-established technique for structural equation
analysis used in a wide range of researches on organization and strategic management
(Robins et al., 2002; Tsang, 2002). PLS takes a component-based approach for the estimation
of the measurement model and the structural model; it is mainly aimed at predicting
depending variables and allows quantifying the direct and indirect impact of variables on one
another.

3.2. Sample

The population in this study includes 2-to-5-star Spanish hotel establishments in the
Official Spain Hotel Guide, published by Turespaiia.

Table 1 — Field work file

Sample size 3,900
Field 2-to-5-star Spanish hotel establishments in Turespafia’s
Official Hotel Guide
Obtained answers 102
Sampling procedure Simple random
Confidence level 95%, p=p=50%:; a= 0.05
Answer rate 5.17%
Sampling error 9.58%
Field work January-June 2014

Table 2 shows the most relevant data of the descriptive features of the data from the hotel
establishments under study.
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Table 2 — Obtained answers

i it Position of the person
surveyed
2 stars 20.94%
o

i z::;z 332302 Hotel director/deputy 100%
S stars 34.88%

Establishment age Establishment size

> 25 years 25.58% Small 41.86%
10-25 years 30.23% Medium 41.86%
< 10 years 44.19% Large 16.28%

Part of a hotel .
. Location
chain?

Yes 48.83% Town 97.67%
No 51.17% Rural 2.33%

3.3. Variable measurement

Entrepreneurial orientation and hotel establishment performance have been defined as
latent variables of formative kind, since they are two complex-nature constructs composed by
very different dimensions (Diamantopoulos & Winklhofer, 2001; Jarvis et al., 2003;
MacKenzie et al., 2005).2

To measure entrepreneurial orientation, 9 items were used according to the scale proposed
by Miller (1983), modified by Covin & Slevin (1989) and Covin & Miller (2014), and used
by Balabanis & Katsikeas (2004); Dimitratos et al. (2004); Zhou (2007); Kuivalainen et al.
(2007, 2010); Etchebarne et al. (2010); Sundqvist et al. (2012); Zhang et al. (2012), and
Covin & Miller (2014).

To measure hotel establishment performance, we used the 7-item scale proposed by
Camison & Villar-Lopez (2010) and used by Garcia-Olaveri & Huerta (2012), Luengo &
Obeso (2013), and Miguel-Dévila & Martin-Sanchez (2014).

4.- Results and Discussion

For data interpretation and analysis, a PLS structural equation model (SEM) was used
with software package SMARTPLS 3.1.9. PLS is particularly interesting in this study for
multiple reasons. Following Ringle, Wende & Will (2005), and Gefen, Rigdon & Straub
(2011), the choice of PLS is considered more appropriate in the first stages of theory
development, when research is focused on the prediction of one or more dependent variables.
Our study is aimed at determining how entrepreneurial orientation and/or its dimensions
determine hotel establishment performance level. Besides, this method is especially useful
when researchers include scales previously tested and validated in other studies: in this case,
entrepreneurial orientation and its dimensions had already been tested in numerous empirical
studies. Finally, relatively small sample size makes PLS a suitable method. Following
Reinartz, Haenlein & Henseler (2009, p. 334): “PLS must be the method to choose in all

?In the case of performance, quantitative and qualitative dimensions are combined.
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situations in which the number of observations is below 250°. Therefore, the choice of PLS is
fully justified by the reduced amount of observable data and research objectives themselves
(Barroso et al., 2005).

Although PLS simultaneously estimates the parameters for the measurement and the
structural models, analyses must be completed in two stages: measurement model evaluation
and structural model evaluation. This procedure assures valid and reliable scales prior to
testing hypotheses.

4.1. Measurement model evaluation

The first thing we shall check is the loading of the dimensions that integrate
entrepreneurial orientation, taken as a second-order variable. Following previous approaches,
entrepreneurial orientation was conceived as a 3D multidimensional construct (Miller, 1983;
Covin & Slevin, 1989; Covin & Miller, 2014): innovation, pro-activeness, and risk-taking.
PLS allows no direct inclusion of second-order constructs, so this kind of constructs was
created by means of a 2-step approximation method (Wetzels, Odekerken-Schroder & Van
Oppen, 2009). This procedure implies that a first stage comprises the factors that constitute
entrepreneurial orientation in the model as a first-order construct. This first estimation allows
obtaining the values of the latent variable ‘Entrepreneurial Orientation’. The second stage
estimates the second-order model using the values of the latent variable’s first-order factors as
input variables.

Following recommendations by Roldan & Sanchez-Franco (2012), once the second-order
model had been constructed, the measurement model was evaluated. Table 3 shows the
parameters associated to measurement model evaluation. As it can be observed in reflective
scales, factor loadings do not exceed the 0.7 recommended in literature (Carmines & Zeller,
1979). However, some authors state that this 0.7 threshold should not be considered so rigidly
in second-order variables, as it may actually be around 0.5 (Barclay, Higgins & Thompson,
1995; Chin, 1998). Moreover, composite reliability and average variance extracted (AVE)
values exceed the recommended limits of 0.7 and 0.5, respectively (Nunnally, 1978; Fornell
& Larcker, 1981). The obtained values support the convergent validity of the reflective scales
considered in the present study.

Tabla 3 — Measurement model evaluation

Construct/ Factor Composite

S omstru VIF Weight | loading pos AVE
dimension/indicator (po) reliability

ENTREPRENEURI
AL ORIENTATION 0 a 0 a
(second-order formative o
construct)

INNOVATION
(first-order —reflective | 5, 0.700 0.907|  0.764
construct)

INN1 0.869

INN2 0.824

INN3 0.923

PROACTIVENESS 2.563 0.564 0782  0.661
(first-order reflective

2nd International Symposium on Partial Least Squares Path Modeling, Seville (Spain), 2015 7



Hernandez Perlines y Yaiiez Araque. Entrepreneurial orientation in hotel establishments

construct)
PRO-ACT1 0.707
PRO-ACT2 0.917
PRO-ACT3 0.830
RISKTAKING (first-
order reflective 2.637 0.526 0.721 0.561
construct)
RISK1 0.577
RISK2 0.668
RISK3 0.721
PERFORMANCE
(second-order n. a. n. a.
formative construct)
ECONOMIC
PERFORMANCE 1.365 0.597 0.756 |  0.517
(first-order reflective
construct)
EC PER1 0.617
EC PER2 0.701
EC PER3 0.754
SATISFACTION
PERFORMANCE . 1.771 0.899 0.881 0.652
(first-order reflective
construct)
SAT PER1 0.826
SAT PER2 0.894
SAT PER3 0.840
SAT PER4 0.822

Diamantopoulos’ (2008) recommendations were taken into account in formative scale
validation (‘Entrepreneurial Orientation’ and ‘Performance’). No indicator could be
eliminated, as they were considered to bear relevant information. Absence of multicollinearity
was assured by means of the variance inflation factor (VIF), which was below 5
(Diamantopoulos & Wilklhofer, 2001).

4.2. Structural model analysis

Once the measurement model’s convergent and discriminant validity had been proven, the
relationships between the different variables were tested by bootstrapping (1000 sub-
samples). This structural model was examined through the significance of [ coefficients
through the observation of the dependant variables’ R” values. In this sense, all p coefficients
proved significant at 1%.

The hypotheses were confirmed through the interpretation of the coefficients of the
structural trajectories:

1 — Entrepreneurial orientation has a significant impact on performance (f = 0.590; t =
5.389),

2 — Innovation has a positive impact on performance (f = 0.447; t = 5.120),
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3 — Pro-activeness has a positive impact on hotel establishment performance (f = 0.391; t
= 3.934), and, finally,

4 — Risk-taking has a positive impact on hotel establishment performance (f = 0.364; t =
3.269).

Table 4 — Structural model results

Hypothesis B t-value R’
H;: EO 2D 0.590 5.385%* 0.348
H,: 1 =D 0.447 5.120* 0.200
H;: PROAC=2D 0.391 3.934* 0.153
H4: ASUN=D 0.364 3.269%* 0.132

Note: *p <0.01.

Finally, entrepreneurial orientation explains 34.8% of the variance in hotel establishment
performance, while innovation, pro-activeness and risk-taking explain 20, 15.3 and 13.2%,
respectively. According to this result, the integrated approach, as suggested at the beginning
of the present work, has greater impact on hotel establishment performance than each of its
dimensions taken independently.

5. Conclusions, Limitations and Future Research Lines

The results of this work deal with the relationship between entrepreneurial orientation and
hotel establishment performance, on one hand, and between each of the three dimensions that
shape entrepreneurial orientation (namely, innovation, pro-activeness and risk-taking) and
hotel establishment performance, on the other hand. These results corroborate the proposed
theoretical model, which was tested on a sample of 102 hotel establishments located in Spain.
Results provide relevant implications for researchers and professionals related with hotel
management.

Results confirm that hotel establishment performance depends on entrepreneurial
orientation, which explains 34.8% of the former’s variance, in agreement with previous
researches (Zahra & Covin, 1995; Tajeddini, 2010; Tang & Tang, 2012). On the other hand, if
the individual effect of each individual dimension is analysed, all three can be observed to
have a positive impact on hotel establishment performance: innovation, pro-activeness and
risk-taking explain 20, 15.3 and 13.2% of performance variance. Therefore, innovation is the
most relevant dimension in entrepreneurship orientation, as suggested in other previous
researches (Sandvik, Duhan & Sandvik, 2014; Tajeddini & Trueman, 2014).

Finally, the most relevant conclusion of the present work is that the joint impact of these
three dimensions on hotel establishment performance exceeds the individual reach of each of
the considered dimensions. In short, the thesis proposed by Miller (1983), Covin & Slevin
(1989), and Covin & Miller (2014), among others, is corroborated.

This work has its limitations. Firstly, only objective measures were used in the
measurement of entrepreneurial orientation and its dimensions. Secondly, this is a transversal
study, whereas longitudinal study is needed to evaluate the direction of causality in the
studied issues. Thirdly, the model should include the effect of internal and external variables
that may moderate the relationship between entrepreneurial orientation and performance.
Fourthly, it would be advisable to supplement this research with qualitative approaches,
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which would allow identifying further factors that could be considered in this relationship.
Last, it would be particularly interesting to obtain information from several informers within
the same establishment.
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