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Abstract: his research paper aims to investigate how 

does national culture moderates  relationship between 
entrepreneurial orientation and business performance 

of small firms. Investigation is conducted on 180 firms 

from construction sector in Serbia. Colected data were 

analzied by using hierarchial linear regression. The 

results of this study show that national culture is 

singnificant moderator of such relationship.   

Keywords: Entrepreneurial orientation, 

Entreprneuership, National culture, Business 

performance 

 

Introduction 

In recent years, there have been many  

papers describing entrepreneurial orientation 

(Lumpkin and Dess, 1996; Lumpkin and 

Dess, 2001; Marino et al., 2002; Todorović 

and Ma, 2008; Wiklund and Shepherd, 2005).  

Recent meta-analysis confirmed that 

entrepreneurial orientation (EO) has the 

universal positive effect on business 

performance (BP) (Rauch et al., 2009). 

Empirical results of previous studies 

indicate that relationship between EO, and BP 

could be moderated by the influence of 

national culture (Marino et al., 2002; 

Todorovic and Ma, 2008; Rauch et. al., 2009). 

Despite expressed necessity for more 

research, and highlighted importance of 

national culture as significant moderator of 

following relationship, unfortunately little 

attention has been for investigation of 

following effect in the context of South Easter 

Europe. 

The aim of the present study is to 

investigate how does national culture 

moderates relationship between EO and BP. 

To better understand following phenomenon, 

we shall examine focus of this study in 

context of small business firms in South 

Easter Europe. This paper presents data on the 

results obtained from large scale survey. The 

remainder of this paper is divided into five 

sections: 1) Introduction, 2) Literature reveiw, 

3) Methodology, 4) Results, 5) Discusion. 

 

Literature review 

Entrepreneurial orientation 

Entrepreneurial orientation represents 

the extent to which the top management of a 

company are willing to take the business risk, 

to give priority to innovative action and 

change, and at the same time acting 

proactively in relation to the competition 
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(Covin and Slevin, 1989). Hence, 

entrepreneurial orientation is reflected 

through three dimensions: innovation, 

proactivity and risk taking. Entrepreneurial 

orientation is characterized by actively 

exploring new opportunities in an 

environment characterized by uncertainty, 

resulting in a dramatic rise (Mintzberg, 1973). 

Schumpeter (1934) was among the 

first to high light the importance of 

entrepreneurship for innovation. Pointing to 

the fact that the entrepreneur through its 

innovative activities, a driver of national 

economies. Consequently, innovation is for 

the logical reason represented as one 

dimension of entrepreneurial orientation. 

Proactivity as a characteristic of entrepreneurs 

is based on Mintzberg-this (1973) definition 

entrepreneurial orientation. Which was later 

adopted in studies of Lumpkin and Dess 

(1996, 2001). Posing as a proactivity as the 

search for new opportunities, always looking 

forward, resulting in the introduction of new 

products or services before the competition. 

Miller and Friesen (1983) presented risk 

taking as the extent to which the entrepreneur 

is willing to make risky moves that have a 

reasonable likelihood of failure. 

Empirical results of previous research 

suggests that firms with higher degrees of 

entrepreneurial orientation have better 

business performance (Wiklund, 1999). 

  

National culture  

National culture has a big impact on 

all levels of entrepreneurship within a society 

(Kreiser et al., 2010), affecting the way in 

which organization adopts entrepreneurial 

orientation (Engelen, 2010). Empirical results 

of previous meta-analysis reveal that national 

culture has a significant effect on the 

relationship between entrepreneurial 

orientation and business performance. (Frank 

et al., 2010; Rauch et al., 2009). 

Hofstede (1980) define national 

culture as a system of collective values that 

differentiate one from the other group 

members in one setting. Reflecting the 

national culture with the four dimensions. 1) 

Power distance, 2) Uncertainty avoidance, 3) 

Individualism-Collectivism, 4 ) Masculinity-

femininity, and the dimension that has been 

added to its publication (1991), 5) Long-Term 

Orientation the aims and objectives. 

The Power distance as a dimension of 

national culture reflects the extent to which 

society accepts the fact that power is 

unequally distributed. Uncertainty avoidance 

is the dimension that reflects the extent to 

which a society feels threatened by the 

uncertain conditions. Individualism-

collectivism as a third dimension reflects the 

extent to which members of society take care 

of themselves and others. While, masculinity-

femininity reflects gender diversification, i.e. 

their relationship with the dominant values in 

society. Subsequently added to the fifth 

dimension Long-Term Orientation the aims 

and objectives reflect the extent to which 

society values long-term orientation. 

 

Hypotheses development 

It has been widely suggested that 

Entrepreneurial orientation have a positive 

effect on business performance (Covin & 

Slevin, 1986; Lee et al., 2001; Rauch et al., 

2009; Wiklund & Shepherd, 2003). Thus, we 

hypothesis following:  H1) Entrepreneurial 

orientations have universal positive effect on 

perceived business performance. As 

previously, mentioned, empirical results of 

previous meta-analysis reveal that national 

culture has a significant effect on the 

relationship between entrepreneurial 

orientation and business performance. (Frank 

et al., 2010; Rauch et al., 2009). From that 

reason, we added national culture as 

moderator variable in our conceptual model, 

with aim to investigate effect of its 

dimensions on following relationship. 

According to Hofstede (2001: 501) countries 

in southern Eastern Europe, such as Serbia are 

characterized with a large power distance 
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(PDI = 86). Departure from that point is that 

countries with a large power distance are less 

like to foster entrepreneurial orientation. 

Thus, we hypothesis following: H2) Large 

power distance will weaken relationship 

between EO and BP. According to Hofstede 

(1980) firms in strong uncertainty avoidance 

cultures focus on stability and security and are 

less like to be entrepreneurial. Because Serbia 

is characterized with and strong uncertainty 

avoidance (UAI = 92) in Hofstede study 

(2001: 501). Consequently, we hypothesis 

that: H3) Strong uncertainty avoidance will 

weaken relationship between EO and BP.  

Moreover, Hayton et al., (2002) argued that 

high individualism and high masculinity are 

essential for entrepreneurship. Due to the fact 

that Serbia is characterized with an low 

individualism (IDV = 25) and low 

masculinity (MAS = 43) in Hofstede study 

(2001: 501), we hypothesis following: H4) 

Low individualism-collectivism will weaken 

relationship between EO and BP, and H5)  

Low masculinity-feminism will weaken 

relationship between EO and BP. Overview of 

the proposed conceptual research model is 

represented in Figure 1.   

 

 

Method 

Sample  

Using the method of simple random 

sample, a small sized enterprise (N=180), 

which corresponds to EU definition, are 

selected for investigation in following study. 

SMEs belong to the construction industry 

sector. Electronic questionnaires where sent 

via e-mail, to the management of selected 

enterprises.  Resulting with 224 questioners 

returned, from which where usable 180, 

constituting a response rate of 15%. 

 

Variables and measures 

Small business performance – is dependent 

variable which reflects theperceptions of 

business performance over the competition. It 

is operationalized and measured on the Likert 

scale with five levels. Entrepreneurial 

orientation as an independent variable is 

operationalized and measured adopting Covin 

and Slevin (1989) scale, which reflects three 

dimensions: innovativeness, proactivity and 

risk taking. Respondents will provide the 

answer to what extent they agree or disagree 

with statements made on the Likert scale with 

five levels. 

National culture as a moderator variable, 

usually measured on a scale developed by 

Hofstede (1980). Following four dimensions 

that reflect the national culture: 1) Power 

distance, 2) Uncertainty avoidance, 3) 

Individualism-Collectivism, 4) Masculinity-

femininity. Dimensions of national culture 

will be operationalized and on five point 

Likert scale.The variables whose effect is 

controlled in this study, is the the company 

size. 
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Analysis  

Hierarchical linear regression is 

used to analyze collected data. With the 

aim to test whether universal or contingent 

model best fits the data, and to investigate 

nature of relationships among variables. 

Results 

The means, descriptive statistic and 

correlation of the variables are represented 

in Table 1. In order to test the hypotheses, 

we added the control variables in the first 

step of regression. 

The results indicate that the overall 

model is statistically significant. The 

control variables of business size, explains 

5,6% of the variation in perceived business 

performance      (p< .001). In the second 

step of the analysis, we investigate to the 

universal influence of EO. However, the 

main effect failed to provide statistically 

significant result (p >.10). Thus, data 

failed to support Hypothesis 1. Finally in 

the third step we tested the two-way 

interaction (contingency model) for its 

significace. Following model was overall 

statistically significant(p<.001). The 

inclusion of the two-way interaction term, 

significantly increase explained variance 

(R2=.627, p<.001).  Interaction terms 

between power distance EO resulted with 

negative beta weigh result (β= -.049, 

p<.05), therefore, data suported 

Hypothesis 2.  Interaction terms between 

uncertainty avoidance and EO resulted 

with positive beta weigh (β= .269, 

p<.001), therefore, data failed to suport 

Hypothesis 3. Interaction terms between 

collectivismand EO resulted with negative 

beta weigh (β = -.779, p <.001), therefore, 

data suported Hypothesis 4. Interaction 

terms between masculinity and EO 

resulted with positive beta weigh (β = 

.011, p <.001), therefore, data suported 

Hypothesis 5. 
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Discusion 

The results of this study show that all 

four dimensions of national culture are 

singnificant predictor of business 

performance. Surprisingly, although the prior 

studies have highlighted the importance of 

entrepreneurial orientation for business 

performance, data in our study failed to 

support such hypothesis. Contrary to 

expectations, this study also did not find a 

significant evidence to support third 

hypothesis, i.e. that strong uncertainty 

avoidance will weaken relationship between 

EO and BP.  It is interesting that our data in 

our study provide statisticaly significant 

evidence to support the second, fourth and 

fifth hypotesis respectively. Inidicating that 

large power distance weaken relationship 

between EO and BP; Low individualism-

collectivism weaken relationship between EO 

and BP, and low masculinity-feminism 

weaken relationship between EO and BP. 

This finding has important 

implications, indicating that small sized 

enterprises in Serbia in order to foster 

entpreneurial orientation should adopt 

significant changes regarding ther attidudes. 

Entrepreneurial orientation of small sized 

enterprises, which are an important 

ENGINES of economic growth, is largely 

deterimined by the national culture. Future 

studies on the current topic are suggested to 

include other possible moderating variable in 

consideration  
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