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Abstract: This study analyzes the role of the environment in the sustainable entrepreneurial
orientation on the international performance of family firms. The results have been analyzed
with Partial Least Squares regression. The three most important contributions of this work are:
(1) The definition of sustainable business orientation as a third-order composite that integrates
entrepreneurial orientation and corporate social responsibility is adequate as it presents appropriate
values of reliability and validity; (2) entrepreneurial orientation is the main component of sustainable
entrepreneurial orientation, with having corporate social responsibility a plus for entrepreneurial
orientation; and (3) sustainable entrepreneurial orientation manages to explain 58.6% of the variability
in the international performance of family firms and, finally, the environment has a positive
moderating role, increasing up to 73.5%.

Keywords: sustainable entrepreneurial orientation; environment; international performance;
family firms; PLS; moderating effect

1. Introduction

In many countries family firms are the most relevant form of enterprise [1-4] because of their
capacity to generate both wealth and employment [5-7]. Furthermore, the growth and functioning of
many economies is due to the activity of family firms [8,9]. This prevalence may be one of the reasons
why, in recent years, much of the research on business administration deals with family firms [10,11].
Family businesses are an important part of the Spanish economy (see Corona and Del Sol [12]).
Among the topics that arouse the interest of researchers of family firms, we identify entrepreneurial
orientation [13-16], corporate social responsibility [17-19], and the environment [20-22].

In this work we will analyze the moderating role of the environment in the effect of sustainable
entrepreneurial orientation on the international performance of family firms. One of the most relevant
contributions of this work centers on sustainable entrepreneurial orientation, which we define as
a higher-order concept (third order) that entails the integration of entrepreneurial orientation and
corporate social responsibility. Sustainable entrepreneurial orientation is a concept already studied
in the literature in a partial manner, either including social aspects of entrepreneurship [23-25] or
related environmental issues [26-28]. In this work, we resort to an integrating concept of sustainable
entrepreneurial orientation according to the proposal put forward by Criado-Gomis et al. [29], which
considers entrepreneurial orientation and corporate social responsibility as primary categories of such
a higher-order concept. Criado-Gomis et al. [29] have proposed a categorization and measurement
of sustainable entrepreneurial orientation and have called to empirically contrast the definition of
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sustainable entrepreneurial orientation they propose. This research is a response to such a call and
intends to empirically verify how sustainable entrepreneurial orientation affects the performance
of family firms. The starting point is a previous study by Hernandez-Perlines and Rung-Hoch [30],
which analyzed the moderating role of entrepreneurial orientation in the effect of corporate social
responsibility on performance; although this study referred to sustainable entrepreneurial orientation,
entrepreneurial orientation and corporate social responsibility were not jointly analyzed in one same
composite. In the present work, entrepreneurial orientation and corporate social responsibility are
considered in one same higher-order composite; this being one of the contributions.

The analysis of sustainable entrepreneurial orientation will be carried out at the level of enterprise
because it is a strategic orientation [29,31].

The theoretical approach, which supports this work, is that of dynamic capabilities, since
sustainable entrepreneurial orientation is a higher-order capability that is the result of the integration of
entrepreneurial orientation and corporate social responsibility [29,32], and that adapts to the conditions
of the enterprise and the environment [33,34].

Corporate social responsibility has made sustainability become one of the most important business
objectives, in general, along with protection to the environment [35]. Concern for sustainability
in the sphere of entrepreneurship is relatively recent [36,37]. Scarce are the theoretical and
empirical works that offer a clear resolution for the problem [38]. In this regard, we agree with
Criado-Gomis et al. [29] on the need to build a clear concept of sustainable entrepreneurial orientation
and analyze its consequences. The main goal of this work concurs: Analyze the effect of sustainable
entrepreneurial orientation on the international performance of family firms.

Some researchers that analyze sustainable entrepreneurship emphasize the opportunities detected
by companies in their search for economic, social, and environmental goals [39]. These goals
must be sought jointly, and not independently, because the synergic aggregation of the economic,
social, and environmental dimensions allows enterprises to produce value [40]. In this way, there
appears what has been called sustainable entrepreneurship [24,37], which means to incorporate the
standpoint of sustainability into the entrepreneurship approach [40-43]. If we have an overview
of the research on sustainable entrepreneurship, we will observe that most of the work focuses on
some of the dimensions, such as the environmental [26-28] or social [23-25]. However, we believe
that sustainable entrepreneurship demands a perspective capable of integrating the three dimensions
of sustainability according to the proposals by Elkington [43], Telley, and Young [44], Schlange [45],
and Criado-Gomis et al. [29].

In this work, we define sustainable entrepreneurial orientation according to Criado-Gomis et al. [29]:
As a result of the interaction of entrepreneurial orientation and corporate social responsibility. Sustainable
entrepreneurial orientation shows the enterprises’ willingness to foster innovative, proactive, and risky
actions coherent with the development of economic, social, and environmental aspects of both the
company and the environment in which they operate. All in all, sustainable entrepreneurial orientation
allows the detection of business opportunities, while considering social and environmental aspects.

The main problem we are faced with in this work is how to make sustainable entrepreneurial
orientation operative. We adopted the proposal made by Criado-Gomis et al. [29], who defined
sustainable entrepreneurial orientation by means of a categorization process, following the indications
underscored by George and Marino [46] and Satori [47]. This way, they consider that sustainable
entrepreneurial orientation is a secondary category, which contains all the elements of the main
category, entrepreneurial orientation, plus the elements of corporate social responsibility; hence,
sustainable entrepreneurial orientation will become operative as a type b, third-order composite,
which is the result of adding entrepreneurial orientation as a type b, second-order composite and
corporate social responsibility as a type a, second-order composite.

Entrepreneurial orientation is one of the key concepts in academic management [20,31,48-51].
This relevance derives from the positive effects of entrepreneurial orientation on the growth of the
economy [52], owing to its capacity to generate wealth and employment [53].
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One of the large problems that concerns family firms is survival. Eddlestton et al. [54] state that
many a family firm does not survive the third generation. Considering this, what can be done to
solve the problem of the survival of family firms? Some authors argue that such survival depends on
how the governance structure affects performance [55]. However, other authors affirm that business
behavior affects both the survival [56] and development of family businesses [14,57,58]. But, how to
analyze entrepreneurial behavior in family firms? Some authors claim that entrepreneurial orientation
is a useful frame to research entrepreneurship in family firms [59-62]. This may be one of the reasons
why entrepreneurial orientation has been the object of study of a large number of works on family
firms. From the analysis of the literature related to family firms and entrepreneurial orientation, we
can state it is not conclusive, owing to the existence of disparate results. Some works state that family
firms provide a supportive environment for entrepreneurial activities [13-16,63], while, on the contrary,
other researchers state that family firms are, typically, conservative and adverse to risk [1,14]; thereby,
despite the noticeable attention paid to entrepreneurial orientation, the debate on its background and
consequences is still open [48].

The academic literature has deeply analyzed which dimensions are comprised in entrepreneurial
orientation and their relationship [64—67]. In this work, we consider that entrepreneurial orientation is
composed of innovativeness, proactiveness, and risk taking. In this sense, we can define entrepreneurial
orientation as the decision-making process that seeks new opportunities in an innovative, proactive,
and risky manner [68,69]. Innovativeness is derived from support for new ideas, experimentation,
and creativity [70-72]. Proactiveness is linked with the advantage of being a pioneer and with the
search for new commercial opportunities [67,69]. In short, it is about introducing new products and/or
services before competitors [49]. Finally, risk taking involves performing actions that require resources,
without knowing the benefits that will be accomplished [67,73].

We interpret the concept of entrepreneurial orientation as a multidimensional type b, second-order
composite (for further information, see Rauch et al. [49], Hansen et al. [74], Covin and Wales [75],
and Hernandez-Perlines [76]). This is to say, entrepreneurial orientation accounts for entrepreneurial
behavior as it benefits from innovation, proactivity, and risk taking (for further reading, see Lumpkin
and Dess [67]).

There are many academic papers dealing with entrepreneurial orientation, which is now
one of the central topics in literature on companies because of the large amount of knowledge
generated [20,31,49,77]. Entrepreneurial orientation has experienced multiple reformulations
since its inception. The first author to talk about entrepreneurial orientation was Miller [68],
for whom entrepreneurial orientation can be understood as a company’s behavior characterized by
innovativeness, proactiveness, and risk taking [68]. In the context of competitive aggressiveness,
entrepreneurial orientation depends, above all, on the degree of change, innovation, and risk
taking [46,78]. On the other hand, entrepreneurial orientation is linked to the ability of the company
to innovate, be a pioneer, and take risks in new actions [77]. In short, entrepreneurial orientation is a
decision-making process that influences the company’s willingness to innovate, to be more proactive
than its competitors, and to take risks [70].

The positive relationship between entrepreneurial orientation and firm performance has been
proven in numerous studies [68,69,76,78,79].

Economic, social, and environmental scandals have made corporate social responsibility a priority
for many managers [17] because it allows “creating shared value” [80], improving the competitiveness
of companies in an ever demanding market.

The relationship between corporate social responsibility and performance has been widely
analyzed in the literature [17,81-83]. In the present investigation, we consider that corporate social
responsibility is a source of competitive advantage [84] that positively affects performance [85-90].

Sustainable development requires a convergence between economic development, social equity,
and protection of the environment [91]. Therefore, of the multiple definitions of corporate social
responsibility, in this work, we used the one that links such a concept with the delivery of sustainability
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reports that provide the different groups of interest, and society as a whole, with information about
actions on economic, social, and environmental issues being carried out by the enterprise [92-94].
With regards to the above, we can put forward the hypothesis to be contrasted in this work
and which states that both entrepreneurial orientation and corporate social responsibility positively
influence the international performance of family firms (There is a high correlation between the firm
performance and its international performance.). Therefore, the hypothesis is, as follows:

H, Sustainable entrepreneurial orientation positively influences the international performance of family firms.

Environment was included to answer the proposal by Hernandez-Perlines and Rung-Horch [30],
and to analyze its effect. Several works consider that the environment influences the development
of the entrepreneurial orientation of enterprises with international activity [20-22]. The analysis
of environment can be carried out from two perspectives: (a) environment is analyzed, bearing
in mind the dimensions it comprises, such as dynamicity, complexity, hostility, and diversity [95];
and (b) environment is analyzed, bearing in mind the influence of regulatory, normative, and cognitive
factors [96].

In this paper, we will focus on the first approach. Out of the four dimensions, hostility
and dynamicity have been thoroughly analyzed in several works [69,97,98]. Companies must
reduce uncertainty by designing models that allow them to manage uncertainty and risk in the
decision-making process [99]. In these models, it is necessary to propose an adjustment between
the strategy of the company and the environment [100]. In the literature review, we found works
that analyze the moderating effect of the environment on entrepreneurial orientation [68,101-103].
There are also distinguishable works that analyze the effect of each dimension of environment on the
relation between entrepreneurial orientation and firm performance [20,58,67,68,103-107]. The next
hypothesis follows from the above:

Hj. The environment moderates the influence of sustainable entrepreneurial orientation on the international
performance of family firms.

2. Materials and Methods

2.1. Model Proposed

The research objectives are reflected in the conceptual model proposed. As is shown in Figure 1,
this paper aims to analyze the moderating effect of the environment and its influence on the
sustainable entrepreneurial orientation of the international performance of family firms. Sustainable
entrepreneurial orientation is composed of the integration of entrepreneurial orientation and corporate
social responsibility.
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Figure 1. Proposed research model.

2.2. Data

Data for entrepreneurial orientation, the environment, and the international performance of
family firms were obtained from a questionnaire sent via email using the tool, Limesurvey v. 2.5, to the
highest-ranking executives from a sample of enterprises retrieved from the Spanish Institute of Family
Firms. The questionnaire contained Likert-type questions (1-5). Data for corporate social responsibility
were taken from the sustainability memories published by family firms. After fieldwork, developed
between November 2015 and February 2016, 174 questionnaires were obtained with all the answers
(see Table 1).

Table 1. Fieldwork data sheet.

Sample Size 1.045

Scope of application Spain

Valid answers 174
Sample processing Simple random
Confidence level 95%, p = 50%; o« = 0.05
Response rate 16.65%
Sampling error 6.79%
Fieldwork November 2015-February 2016

The analysis of the statistical power of the sample was carried out with a Cohen’s retrospective
test [108], through the program, G* Power 3.1.9.2 [109]. In our case, we obtained a value of 0.993
(see Figure 2), with this being higher than the limit of 0.80 established by Cohen [108]).
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Figure 2. Sample statistical power.

2.3. Measures of Variables

2.3.1. Sustainable Entrepreneurial Orientation

In this work, we consider sustainable entrepreneurial orientation as a type b, third-order
composite, generated from entrepreneurial orientation, which is a type b, second-order composite,
and from corporate social responsibility, which is a type a, second-order composite. Entrepreneurial
orientation has been measured using the scale proposed by Miller [68] and modified by Covin and
Slevin [69] and Covin and Miller [31], which includes three dimensions: Innovativeness (3 items),
proactiveness (3 items), and risk taking (3 items). For its part, to measure corporate social responsibility,
we have used the triple bottom line (TBL) proposed by Elkington [43] and Chang and Kuo [5].
Corporate social responsibility reflects economic (3 items), social (3 items), and environmental
(3 items) dimensions.

2.3.2. International Performance of Family Firms

The international performance of family firms became operational as a type a, second-order
composite that reflects:

(1) Export intensity, which has been included as a measure of international performance by authors,
such as Zahra et al. [21] and Morgan et al. [110];
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(2) Satisfaction perceived in the exporting performance, which has been included by authors,
such as Cavusgil and Zou [111], Balabanis and Katsikea [103], Dimitratos et al. [112],
and Zahra et al. [21]; and

(3) International performance refers to exportation results, which has been used by authors, such as
Zahra et al. [21] and Morgan et al. [110].

The first two variables were measured using a Likert scale (1-5).

2.3.3. Environment

To measure the hostility and dynamism of environment, we used the scales proposed by Robertson
and Chetty [113], Balabanis and Katsikeas [103], Dimitratos et al. [112], and Etchebarne et al. [114].

2.3.4. Control Variables

For control variables, we resorted to size (number of employees), age (number of years since
establishment), and the main activity sector of the family firm, which recurrently appear in studies on
family firms [115].

3. Results

To contrast the hypotheses and analyze the results, the Partial Least Square (PLS) multivariate
quantitative technique of structural equations was used. This method, due to its predictive nature,
allows the addressing of the research questions [116,117]. In addition, it allows different causal
relationships to be observed [118,119]. Finally, it is less demanding, with regards to the sample
size [120]. The software used for SEM-PLS (Structural Equation Modeling-Partial Least Squares) data
analysis was SmartPLS v.3.2.7 (SmartPLS GmbH, Boenningstedt, Germany) [121].

The analysis and interpretation of the model was carried out in two steps to ensure that the
proposed scales for measurement were valid and reliable [122]: A first analysis of the measurement
model and a second analysis of the structural model.

3.1. Assessment of the Measurement Model

The reliability of the different composites was verified by analyzing the composite reliability,
Cronbach’s alpha and the average variance were extracted [123]. The values obtained exceeded the
thresholds suggested by the literature [124,125] (see Table 2).

Table 2. Composites and indicators.

Composite IC{:II;; %(if::; Cronbach Alpha AVE?
SEO! 0.747 0.792 0.694
EO?2 0.850 0.733 0.756
CSR3 0.827 0.882 0.809
EN4 0.937 0.866 0.882
IPE > 0.744 0.780 0.695

Note: ! Sustainable entrepreneurial orientation; > entrepreneurial orientation; 3 corporate social responsibility;
4 environment; 5 international performance of family firms. ? average variance extracted.

On the other hand, discriminant validity measures the difference between the composites
considered [117]. We compared the values of the square root of AVE for each compound with the
correlations between them [125]. As displayed in Table 3, the values of AVE for all the composites
were greater than the correlations between them.
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Table 3. Discriminant validity @.

SEO! CSR 2 EO3 EN 4 IPF 5
SEO'! 0.833 *
CSR 2 0.642 0.899 *
EO3 0.701 0.647 0.869 *
EN4 0.548 0.684 0.563 0.939 *
IPE 5 0.687 0.713 0.671 0.695 0.833 *

Note: (*) The square root of AVE was calculated on the diagonal (in bold). @) The values have been calculated for
the second and third order composites. ! Sustainable entrepreneurial orientation; 2 entrepreneurial orientation;
3 corporate social responsibility; 4 environment; ° international performance of family firms.

Another indicator of validity is the HTMT (Heterotrait-Monotrait Ratio of Correlations) ratio.
Such a ratio allows calculating the discriminant validity between indicators of the same composite and
between indicators of different composites. Discriminant validity is met when the values of the HTMT
ratio are under 0.85 [120], as it was in our study (see Table 4).

Table 4. Ratio Heterotrait-monotrait (HTMT).

SEO 1! CSR 2 EO3 EN 4 IPF 5
SEO!
CSR 2 0.676
EO?3 0.784 0.743
EN 4 0.687 0.712 0.693
IPF® 0.610 0.636 0.702 0.698

Note: ! Sustainable entrepreneurial orientation; % entrepreneurial orientation; ® corporate social responsibility;
4 environment; ° international performance of family firms.

Finally, to analyze the discriminant validity, we calculated the HTMTjpference from a start of 5000
subsamples. Discriminant validity occurs when the resulting interval contains values under 1. As is
shown in Table 5, there is discriminant validity.

Table 5. HTMT ference-

Original Mean of o o Mean of . o o

Data (O) Data (M) 5.0 /0 95.0 /0 Data (M) Blas 5.0 /o 95.0 /o
CSR 3 = SEO! 0.636 0.622 0.275 0.657 0.622 —0.014 0277 0.658
EO2 = SEO! 0.702 0.696 0.258 0.758 0.696 —0.006 0247 0.754
SEO?2 = IPF°® 0.707 0.706 0.635 0.770 0.706 0.001 0.630  0.767
EN* = IPF°> 0.902 0.908 0.882 0.928 0.908 0.006 0.882  0.928

Note: ! Sustainable entrepreneurial orientation; 2 entrepreneurial orientation; 3 corporate social responsibility;
4 environment; ° international performance of family firms.

Therefore, we can affirm that all the proposed composites are reliable and have discriminant validity.

It is necessary to validate entrepreneurial orientation as it is a type b, second-order composite [126].
For this, we have followed the recommendations of Diamantopoulos et al. [127]. In both cases,
the indicators in each construction should have no collinearity problems [128]; collinearity problems
may arise when the variance inflation factor (VIF) reaches or surpasses the value of 5 [129]. As is
shown in Table 6, there are no collinearity problems.
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Table 6. Collinearity of type b composites.

EO 2
Factor Loads (A) VIF
Innovativeness 0.478 1.905
Proactiveness 0.429 1.703
Risk taking 0.308 1.28
SEO!
Factor Loads (A) VIF
EO? 0.632 2253
CSR 3 0.529 2.398

Note: ! Sustainable entrepreneurial orientation; ? entrepreneurial orientation; 3 corporate social responsibility.

3.2. Assessment of the Structural Model

The analysis of the structural model verifies that sustainable entrepreneurial orientation has a
positive impact on the international performance of family firms. The path coefficient is 0.404 (over 0.2,
Chin’s [130] lowest limit). Moreover, this effect is significant (the value of t is 8.563, based on t (4999) of
a tailed test at a significance level of p < 0.001), while sustainable entrepreneurial orientation explained
58.6% of the variance of the international performance of family firms.

The environment also positively affected the international performance of family firms, with a
path coefficient of 0.395. This positive effect anticipates the moderating effect of the environment in
the influence of sustainable entrepreneurial orientation on the international performance of family
firms. This way, we verify that the environment positively moderates the influence of the international
performance of family firms as it explained 73.5% of the variance of such performance (see Table 7).

Table 7. Structural model.

R? B t-Value Support
SEO! = IPE® 0.586 0.404 8.563 Yes
SEO! = IPF?® 0.647 0.482 6.681
EN4 = IPF® : 0.395 5.854
0.375 9.837
SEO! x EN4 = IPF 5 0.735 0.412 7.543 Yes
0.290 4.759

Note: ! Sustainable entrepreneurial orientation; 2 entrepreneurial orientation; 3 corporate social responsibility;
* environment; 5 international performance of family firms.

The control variables were not relevant or significant, since path coefficients were lower than 0.2
and the values of t were lower than the recommended value (see Table 8).

Table 8. Control variables.

Variable 3 t-Value
Age —0.086 0.976
Sector —0.089 0.751
Size —0.072 0.864

Finally, the goodness of fit of the model was calculated from the standardized root mean residue
(SRMR) [120,131]. In our model, SRMR obtained a value of 0.063, which is below the value of 0.08
recommended by Henseler et al. [120].
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4. Discussion

The first aspect that we can highlight in this work refers to the reliability and validity of the
composites considered. Entrepreneurial orientation, corporate social responsibility, environment,
and the international performance of family firms exhibited adequate values of validity and reliability.
Besides, the composite sustainable entrepreneurial orientation, proposed by Criado-Gomis et al. [29],
also displayed adequate values of validity and reliability, following entrepreneurial orientation
and corporate social responsibility, which also did. This means that we can use this concept to
empirically contrast its effect, in our case, on the international performance of family firms. Of the two
components that integrate sustainable entrepreneurial orientation, entrepreneurial orientation was
the most relevant, since the path coefficient was 0.632 before 0.529 for corporate social responsibility.
This result verifies that entrepreneurial orientation is the main category of sustainable entrepreneurial
orientation, as stated by Criado-Gomis et al. [29]. The measure of entrepreneurial orientation, according
to the scale proposed by Miller [68], Covin and Slevin [69], and Covin and Miller [31], that influences
innovativeness, proactiveness, and risk taking was adequate. On the other hand, corporate social
responsibility, as measured by means of the triple count of GRI (Global Reporting Initiative) is also
adequate [92-94]. The utilization of a multi-item scale for the international performance of family firms
in this work was suitable [21,110-112], since it presented adequate values of reliability and validity.
The proposed measure of environment [103,112-114] was relevant as it presented adequate values of
reliability and validity.

Sustainable entrepreneurial orientation positively influenced the international performance of
family firms and explained 58.6% of the variance of the international performance of family firms.
This positive effect of sustainable entrepreneurial orientation was expected, as, in previous works,
entrepreneurial orientation [68,70,76,78] and corporate social responsibility [79-83] have positively
influenced the performance of family firms. Hereby, we have responded to Criado-Gomis et al. [29],
as we empirically contrasted the composed effect of sustainable entrepreneurial orientation; we deem
this as one of the most relevant contributions of this research.

The environment positively influenced the international performance of family firms, since the
path coefficient was 0.395. This positive effect has already been verified in previous works [58,103,105].
When we consider sustainable entrepreneurial orientation and the environment, the explained variance
of the international performance of family firms changes to 64.47%. With the inclusion of the
environment into the analysis, we addressed the future research line proposed by Herndndez-Perlines
and Rung [30].

After analyzing the moderating effect of the environment, we verify that it acted as a positive
moderator of the influence of sustainable entrepreneurial orientation on the international performance
of family firms, as demonstrated by the positive path coefficient (0.290), and that the explained variance
of performance changes to 73.5%.

The proposed moderating model presents a good fit, measured from the standardized root
mean residual (SRMR). The model accomplished an SRMR of 0.063, lower than those specified in the
literature [120].

The limitations of this work come from the configuration of entrepreneurial orientation and
corporate social responsibility, which would affect the definition of sustainable entrepreneurial
orientation. Each of the dimensions could have been independently specified (innovation, proactivity,
and risk taking for entrepreneurial orientation, and the economic, social, and environmental
dimensions for corporate social responsibility) and verify the effect of each one on sustainable
entrepreneurial orientation, and analyze the moderating effect of each of the dimensions of
entrepreneurial orientation. Another limitation comes from the non-consideration of the effect of the
internal variables of the family firms, such as the generational level, separation between property and
control, and gender at direction and property. Another limitation is that we considered the situation of
the country of origin, not the destination of international activity
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As future research, we propose to analyze the influence of sustainable entrepreneurial orientation
on various ways to specify the performance of family firms (innovative performance, overall
performance). In addition, it would be interesting to analyze the effects of sustainable entrepreneurial
orientation on non-family firms and draw comparisons to find out whether it behaves differently.
Another research line would be to analyze the influence of sustainable entrepreneurial orientation
on other dynamical capabilities, such as absorption or learning. On the other hand, it is proposed to
analyze how sustainable entrepreneurial orientation determines joint learning and the development
of new sources of competitiveness in companies with cooperation agreements [132]. It could also be
analyzed how it affects the regulatory activity in sustainable entrepreneurial orientation [133]. Finally,
a bidirectional study between sustainable entrepreneurial orientation and the performance of the
family business is proposed as a future research line [90].
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