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ABSTRACT OF THE DISSERTATION 

THE IMPACT OF FAMILY MEMBER CEO DEMOGRAPHICS ON 

ENTREPRENEURIAL ORIENTATION AND FINANCIAL PERFORMANCE IN 

FAMILY FIRMS 

by 

Jaly Vibeth Chea Menéndez  

Florida International University, 2021  

Miami, Florida 

Professor Walfried Lassar, Co-Major Professor 

Professor George Marakas, Co-Major Professor 

Drawing on the upper echelons theory, this study investigates how entrepreneurial 

orientation is impacted by the family member CEO's demographic characteristics (age, 

gender, educational level, tenure, and generation) and how entrepreneurial orientation 

(innovativeness, proactiveness, and risk-taking) influences the family firm's financial 

performance. The model was empirically tested with survey data of 1314 family firms 

CEO respondents from 33 countries worldwide using data from the "Successful 

Transgenerational Entrepreneurship Practices Project" (STEP Project) applying Partial 

Least Squares analysis.  

Moreover, it was considered the moderating effect of national culture (uncertainty 

avoidance and gender egalitarianism). The findings highlight no significant relation from 

any of the family member CEO's demographic characteristics, age, educational level, 

tenure, generation, and gender with innovativeness. Educational level, tenure, and gender 

of the family member CEO were significant in relationship with proactiveness. 



 vii 

Educational level and generation of the family member CEO were significant in 

relationship with risk-taking. The findings also indicate that innovativeness has no 

significant effect on financial performance, but proactiveness and risk-taking have a 

significant and positive relationship with financial performance.  

Furthermore, gender egalitarianism moderates the relationship between 

proactiveness and financial performance so that when gender egalitarianism is high, the 

relationship between proactiveness and financial performance is stronger. In countries 

with high uncertainty avoidance levels, the relationship between risk-taking and financial 

performance is weaker. In family firms, the results suggest that what drives the family 

firm's financial performance are proactivity and risk-taking. 

 The results inform managers of family firms to consider the educational level of 

the CEO as a relevant demographic characteristic that has an effect on proactiveness and 

risk-taking. It also advises that innovativeness has no significant effect on financial 

performance so efforts should focus on proactiveness and risk-taking. 

 Keywords: family firms, entrepreneurial orientation, financial performance, 

national culture, upper echelons theory. 
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CHAPTER I. INTRODUCTION 

Introduction 

 
In the context of a family firm, the firm's entrepreneurial orientation is 

determinant to financial performance (Bauweraerts, 2019; Rauch et al., 2009; Wiklund & 

Shepherd, 2005). This study represents an opportunity to address the CEO effect in terms 

of demographic characteristics on entrepreneurial orientation and how entrepreneurial 

orientation impacts financial performance, considering that CEOs have a meaningful 

impact on the firm decision-making process (Belot & Serve, 2018). 

 By 2003, in the United States, family firms generated 64% of GDP or $5.9 

trillion, 82 million jobs or 62% of domestic employment (Astrachan & Shanker, 2003), 

which means that family businesses contribute more to GDP than non-family firms. 

Family businesses represent a significant role in economic activity worldwide (Shu-hui 

Lin & Shing-yang Hu, 2007). They have a low survival rate independent of cultural 

context or economic environment (Lank et al., 1994). Family business impacts 

employment, job creation, gross domestic product, and wealth generation (Basco, 2015). 

In a family firm, the figure of the owner/CEO is critical because the success of the 

business depends on the CEO's decision-making process (Feltham et al., 2005).  

 As in any field, it is essential to establish a clear definition of what is a family 

firm, even though there is no consensus definition; Chua, Chrisman, and Sharma (1999) 

developed a table with 21 different definitions with three qualifying combinations of 

ownership and management, a) family-owned and family-managed; b) family-owned but 

not family-managed; and c) family managed but not family-owned (Chua et al., 1999).  



 2 

One of the most common definitions used is “the family business is a business governed 

and/or managed with the intention to shape and pursue the vision of the business held by 

a dominant coalition controlled by members of the same family or a small number of 

families in a manner that is potentially sustainable across generations of the family or 

families” (Chua et al., 1999). Most researchers interpret the components of family 

involvement as ownership, management, governance, and succession (Chua et al., 1999). 

The demographic characteristics of CEOs and board members such as age, 

educational level, board experience, professional experience, and gender, have been 

studied in the context of internationalization (Ramón-Llorens et al., 2017),  corporate 

risk-taking (Farag & Mallin, 2018) R&D spending (Vincent L. Barker & George C. 

Mueller, 2002), cash holding behavior (Orens & Reheul, 2013) and dividend payouts 

(Briano-Turrent et al., 2020). The study of the CEO characteristics is relevant because in 

a firm the CEO exerts substantial influence on the firm performance (Shen, 2021).  In this 

particular case, I will study the demographic characteristics of a family member CEO in 

terms of age, educational level, tenure, gender, and generation in the context of a family 

firm. 

Firms committed to an entrepreneurial orientation manage their resources based 

on practices, methods, and decision-making processes in an entrepreneurial way 

(Lumpkin & Dess, 1996). Entrepreneurial orientation includes the following dimensions: 

Innovativeness, risk-taking, proactiveness, autonomy, and competitive aggressiveness 

(Lumpkin & Dess, 1996; Miller, 1983). Hernández-Linares and López-Fernandez (2018) 

mapped the entrepreneurial orientation field and determined that the relationship between 
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entrepreneurial orientation and performance has been extensively reviewed, but there is a 

gap to work in the context of family firms.  

This study also includes the national culture's moderating effect of uncertainty 

avoidance between entrepreneurial orientation dimensions innovativeness and risk-

taking, and financial performance. Entrepreneurial activities increases uncertainty 

because it requires action, commitment of resources, taking risks and investments in a 

future that is unknowable (McMullen & Shepherd, 2006; Rauch et al., 2013).  And the 

moderating effect of gender egalitarianism between entrepreneurial orientation dimension 

proactiveness and financial performance. In cultures with low gender egalitarianism, 

social sanctions are impose to women who get involved in activities that do not fit the 

gender role (Batjargal et al., 2019), entrepreneurial efforts are traditionally viewed as a 

more masculine activity (Gupta et al., 2013) 

This study's contribution consists of building knowledge on entrepreneurial 

orientation and financial performance in the context of a family firm where the family 

member CEO is the leading decision-maker. The entrepreneurial orientation construct is 

represented by its three dimensions, innovativeness, proactiveness and risk-taking which 

is novel in the existing literature, by dividing the entrepreneurial orientation construct I 

will contribute to the existing knowledge finding out how each dimension impacts the 

financial performance. Furthermore, another contribution is the moderating effect of 

national culture between entrepreneurial orientation and financial performance which has 

not been studied in the past. To address the topic, I propose the following research 

question: What is the effect of the family member CEO demographics on entrepreneurial 
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orientation, and how does entrepreneurial orientation impact financial performance in 

family firms? 

 

Significance of the study 

Demographics of the CEO and entrepreneurial orientation 

 

The demographics of the CEO are characteristics that influence the decision-

making process; in general, these characteristics include age, gender, tenure, and 

educational level; particularly in family firms, it is relevant to know also the generation 

that the CEO represents.  

It is important to understand and examine, in the context of family firms, the CEO 

demographic characteristics because family firms tend to depend on the figure of a single 

decision-maker (Feltham et al., 2005) and top executives have a decisive influence in the 

engagement and endorsement of entrepreneurial activities (Zahra et al., 2000). 

 This study represents the opportunity to explore these five demographic 

characteristics and their relationship with entrepreneurial orientation, according to the 

upper echelons theory, characteristics such as age, tenure and educational level are a 

proxy to the cognitive behavior (Carpenter et al., 2004). In the context of family firms is 

important to look at the generation of the CEO, and the other characteristic in the study is 

the gender of the CEO.  Determining how these characteristics of the CEO impact or 

benefit entrepreneurial orientation in family firms can represent a step forward in the 

literature to detect what is the more effective profile for a CEO in a family firm, knowing 
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that continuity and long term orientation is critical for a family business (Zahra et al., 

2004). 

 

Entrepreneurial orientation and Financial Performance 

 Entrepreneurial orientation involves innovativeness, proactiveness, and risk-

taking (Miller, 1983), in order to generate a profitable business is essential to take 

decisions that involve entrepreneurial activities. In a family firm is important to assure 

good financial performance; in the long run, it is not only about the business, it is about 

the family and the legacy that will pass through generations (Naldi et al., 2007).  

 Taking into account the importance of the heritage that involves a family 

business, it may lead to consider taking more conservative decisions reducing the 

entrepreneurial orientation. Taking risks is a pilar of entrepreneurial orientation, 

therefore, embarking into new endeavors may take several years to succeed, and it can 

put significant pressure on the business's continuity (Zahra et al., 2000). 

 Exploring the link between entrepreneurial orientation using its three dimensions 

and the relationship with the financial performance of a family business represent an 

opportunity to determine how each dimension contributes to the financial performance 

and how promoting certain behaviors may lead to an increase in the performance of the 

family firm. 
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Upper Echelons Theory 

 Upper echelons theory suggests that organizations are a reflection of their top 

management teams. This theoretical framework relies on the executives' demographic 

characteristics to indicate individual and group cognition and behaviors (Carpenter et al., 

2004).  

 Miller (1983), in his seminal work on entrepreneurial orientation indicated that 

“for firms of the size included in this research [i.e., 6–500 employees], the key manager 

acts as the brain of the organization and is the key determinant of the strategic posture of 

the firm”, taking into consideration how the key managers impact the strategic posture of 

a firm, it is important to evaluate which demographic characteristics influence the 

entrepreneurial decisions. 

 Drawing on this theory, and as I have mentioned, in family firms, there is a 

tendency to have a single decision-maker (Feltham et al., 2005), I argue that family 

members CEOs demographic characteristics influence the entrepreneurial orientation of a 

family firm, and is relevant to explore which of these demographic characteristics have a 

significant effect.  

   

Subjectivist theory of entrepreneurship 

 The subjectivist theory of entrepreneurship indicates that the central figure of the 

entrepreneurial process is the entrepreneur, the individual who interacts in the 

marketplace and allocates resources to create new ventures (Byus, 2018).  Subjectivist 

theory suggests that the entrepreneur's prior experience and knowledge influence the 

perceptions of opportunities, this perception is used to explain why, for example, in some 
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firms, the same technology or knowledge can lead to higher levels of entrepreneurial 

orientation but not in others (Covin & Lumpkin, 2011). 

 The positive influence of entrepreneurial orientation on performance has been 

confirmed, and this field has been reviewed extensively (Rauch et al., 2009; William J. 

Wales et al., 2013; William John Wales, 2016). Therefore, how the family member CEO 

perceptions based on prior knowledge or experience and how it can lead to higher levels 

of entrepreneurial orientation and this entrepreneurial orientation leads to the financial 

performance in a family firm is one of this study's contributions. 

 

Stewardship theory 

 The stewardship theory indicates that many executives are intrinsically motivated 

and are not self-serving; on the contrary, they are pro-organizational. They have a 

collectivistic view and are aligned with the shareholders' objectives to wealth 

maximization (Davis et al., 1997).  

 Some stewardship determinants are: comprehensive strategic decision making, 

long-term orientation, or continuity of the business across generations; these determinants 

become antecedents for entrepreneurial orientation in family firms (Hernández-Linares & 

López-Fernández, 2018). 

 

Research Purpose and Objectives 

Family firms, by 2003, in the United States generated 64% of the Gross Domestic 

Product equivalent to US$5.9 trillion, and 82 million jobs (Astrachan & Shanker, 2003), 

with this numbers in mind family firms successful financial performance is important due 
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to their contribution to employment, job creation, gross domestic product and wealth 

generation (Basco, 2015). 

According to upper echelons theory, CEOs decisions are shaped by previous 

experiences, values, and personalities (Hambrick & Mason, 1984). In the context of 

family firms this is particularly important because family firms tend to rely on a single 

decision-maker (Feltham et al., 2005).  

This study attempts to better understand how entrepreneurial orientation is 

impacted by the family member CEO's demographic characteristics and how 

entrepreneurial orientation influences the family firm's financial performance. The family 

member CEO's demographic characteristics considered are age, gender, educational level, 

tenure, and generation. The three dimensions of entrepreneurial orientation considered 

are innovativeness, proactiveness, and risk-taking.  

The particular research objectives are the following 

• Examine the relationship between demographic characteristics of the family 

member CEO (age, educational level, tenure, generation, and gender) toward 

innovativeness, proactiveness, and risk-taking, as the dimensions of 

entrepreneurial orientation. 

• Examine the relationship between each of the dimensions of entrepreneurial 

orientation towards the family firms' financial performance. 

• Examine how national culture dimension uncertainty avoidance moderates the 

relationship between innovativeness and financial performance. 

• Examine how national culture dimension uncertainty avoidance moderates the 

relationship between risk-taking and financial performance. 
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• Examine how national culture dimension gender egalitarianism moderates the 

relationship between proactiveness and financial performance. 

 

Dissertation Organization 

This dissertation is comprised of the following sections: 

  Chapter II – Literature Review  

Chapter III - Hypotheses Development 

   Chapter IV - Research Methodology 

   Chapter V - Analysis and Results 

   Chapter VI – Conclusions 

Chapter II reviews the literature from the theoretical perspective and constructs, 

demographic characteristics of the CEO, entrepreneurial orientation, financial 

performance, and national culture. Chapter III presents the research model and develops 

the hypotheses. Chapter IV deals with research methodology. It presents sampling, data 

collection methods, and the constructs. Chapter V includes the analysis and discusses 

results. Chapter VI summarizes my findings and discusses the implications, future 

research, and limitations of my study. 
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CHAPTER II. LITERATURE REVIEW  

 
Review of Literature 

 The literature review presented focuses on the Upper Echelons Theory's 

theoretical framework, proposed research model, family business, demographics of the 

CEO family member, national culture, entrepreneurial orientation, and financial 

performance. 

 

Theoretical Frameworks 

Upper Echelons Theory- Defined  

 
 The Upper Echelons Theory is founded on the premise that executives’ 

experiences, values, and personalities are shaped by interpretations and decisions. To 

some extent, the executive’s decision-making process impacts business performance 

(Hambrick & Mason, 1984).  There are two postulates in this theory, “(1) executives act 

on the basis of their personalized interpretations of the strategic situations they face, and 

(2) these personalized construals are a function of the executives’ experiences, values, 

and personalities” (Hambrick, 2007: 334). The theory is built on the assumption of 

bounded rationality (March & Simon, 1958). Executives continuously face uncertainty 

and complexity; consequently, they need to understand the situations and make decisions 

based on their previous experiences and knowledge. The theory also assumes that 

executives' demographic characteristics can be used as proxies of executives’ cognitive 

frames, even though they are imprecise (Hambrick, 2007). It also indicates that scholars 
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can reliably use executives’ functional backgrounds, firm tenures, educational 

credentials, and affiliations to estimate strategic decisions (Hambrick, 2007). 

 

Upper Echelons Theory- Research 

In 1984, Hambrick and Mason published the seminal paper “Upper Echelons: The 

Organization as a Reflection of Its Top Managers,” which proposed a model of how the 

characteristics of the theory were reflected in the outcomes of the organization, also 

addressed the literature review and lastly provided the foundation for future research 

(Hambrick & Mason, 1984). 

Finkelstein (1992) studied how power is related to the decision-making process in 

executive leadership. CEOs are part of the top management team; in some cases, CEOs 

can exercise a dominant power and shape the direction of the firm (Finkelstein, 1992). 

When CEOs exert power and unilaterally shape the organization's strategy, the CEO’s 

values, previous experience, and personality influence the decision-making process 

(Hambrick & Finkelstein, 1987). 

 Carpenter, Geletkanycz, & Sanders (2004), 20 years later, indicated that more 

than 500 journal articles had referenced the Upper Echelons Theory showing a relevant 

impact and far-reaching scope. Two avenues have emerged from past research, one 

focused on the initial recommendation of Hambrick and Mason related to the top 

management team (Abdul Wahab et al., 2018; Certo et al., 2006; Díaz-Fernández et al., 

2020; Tihanyi et al., 2000; Wei et al., 2020). The other one focused on the chief 

executive officer (CEO) (Bai et al., 2020; Belot & Serve, 2018; Farag & Mallin, 2018; 
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Ramón-Llorens et al., 2017; Vincent L. Barker & George C. Mueller, 2002; L. Wang et 

al., 2021). The focus that I will be using in this study is the latter. 

Neely, Lovelace, Cowen, and Hiller (2020), more than 35 years later, recognized 

the theory as one of management's most influential perspectives. They analyzed the past 

decade of research, synthesized the familiar critics and established a common vocabulary 

to facilitate consistency in the discussion between scholars, and offered recommendations 

for researchers to move forward (Neely et al., 2020). 

 
Upper Echelons Theory- Application 

 Hambrick and Mason (1984) determined that “organizational outcomes-strategic 

choices and performance levels- are partially predicted by managerial background 

characteristics” (Hambrick & Mason, 1984). Some studies have used the demographic 

characteristics of the CEO as proxies to investigate the Upper Echelons perspective 

(Carpenter et al., 2004).  Upper Echelons Theory had been used in different domains, 

particularly for this study; the application refers to family member CEOs running the 

family business. The following table highlights a list of some studies which have utilized 

the Upper Echelons Theory. It includes a summary of the significant findings reported for 

each study. 
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Table 1: Upper Echelons Theory 

Study Domains 
Researched 

Findings 
   

Finkelstein & 
Hambrick, 1990  

Managerial 
discretion 

Top executive tenure was positively related 
to strategic persistence and conformity.    

Hambrick, Cho & 
Chen, 1996 

Firm's competitive 
moves 

Educational level and tenure had a positive 
effect on airline performance and market 
share in heterogeneous teams.    

Levesque & 
Minniti, 2006 

Entrepreneurial 
behavior 

Empirical evidence shows that younger 
executives are expected to start a new firm 
than older ones.    

Henderson, Miller 
& Hambrick, 2006 

Industry dynamism In a stable industry, tenure allowed an 
improvement in the firm-level performance. 
In a dynamic industry, firm performance 
declined consistently across their tenures.    

Orens & Reheul, 
2013 

Cash holdings in 
SMEs 

Older CEOs and CEOs with no experience 
are more interested in holding cash and less 
interested in the opportunity cost of the 
cash, as a consequence firms accumulate 
more cash.    

Luo, Kanuri & 
Andrews, 2013 

Firm‐employee and 
firm‐customer 
relationships 

CEO tenure has a positive effect on firm‐
employee relationship strength but an 
inverted U‐shaped relationship with firm‐
customer relationship strength.    

Wang, Holmes, Oh 
& Zhu, 2016 

Meta-analytic 
research 

Based on 308 studies, CEO characteristics 
are significantly related with firm strategic 
choices, which are significantly associated 
to the firm performance future.    

Ramón-Llorens, 
García-Meca & 
Duréndez, 2017 

Family Firms 
Internationalization 

Family firm leaders seeking more 
significant internationalization levels 
should take into consideration the 
qualifications of their CEO. Gender does 
not predict propensity to export.    

Farag & Mallin, 
2018 

Corporate Risk-
Taking 

Younger CEOs with shorter tenure and with 
postgraduate education are more inclined to 
take riskier decisions. Female CEOs 
compared with male CEOs are not risk-
averse. 
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Upper Echelons Theory- Justification for use 

 The Upper Echelons Theory, as mentioned before, has studied over the past 35 

years how executives’ experiences, values, and personalities shape the strategic actions 

and decision-making process, which in the end, impact the business performance 

(Hambrick & Mason, 1984). The theory is built on the assumption of bounded rationality 

(March & Simon, 1958), which refers to the limitations in using and interpreting 

information given the complexity and ambiguity when the decision process is taken 

(Hambrick & Mason, 1984). The theory also assumes that executives' demographic 

characteristics can be used as proxies of executives’ cognitive frames (Hambrick, 2007).  

The studies have revealed that CEO characteristics are significantly associated 

with firm strategic actions, such as acquisitions, divestiture, international and product 

diversification, capital investing, firm risk-taking, leverage, product innovation, to name 

some; and these strategic actions are also significantly related to the business 

performance (G. Wang et al., 2016). The Upper Echelons Theory's justification in this 

study seems to be in line with the previous usage. In the context of family firms, I want to 

apply the theory exploring five demographic characteristics (age, educational level, 

tenure, generation, and gender) of a family member CEO, its relationship with 

entrepreneurial orientation which represents a strategic posture (Covin & Lumpkin, 

2011), and this entrepreneurial orientation effect, in its three dimensions (innovativeness, 

proactiveness, and risk-taking) on the financial performance of the family firm. 
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Stewardship Theory – Defined 

 The Stewardship theory is founded on the premise that "managers are not 

motivated by individual goals, but rather are stewards whose motives are aligned with the 

objectives of their principals" (Davis et al., 1997: 21). The theory assumes that managers 

are willing to do a good job and want to take care of the organization's assets (Donaldson 

& Davis, 1991). 

 The stewardship theory originated in psychology and sociology and was 

developed for researchers to evaluate situations in which managers as stewards are 

motivated to perform in the organization's best interest (Davis et al., 1997; Donaldson & 

Davis, 1991). The steward behavior appreciates cooperation, collectivistic and pro-

organizational behaviors, rather than individualistic and self-serving behaviors, the 

steward objectives are aligned with the organization (Davis et al., 1997). 

  Empowering governance structures and mechanisms in the organization are 

critical to the functionality of a steward. A steward can be trusted, so high autonomy and 

authority are expected to maximize the relationship between the shareholders and the 

steward (Davis et al., 1997). 

 

Stewardship Theory – Research 

 In 1991, Donaldson and Davis published "Stewardship Theory or Agency Theory: 

CEO Governance and Shareholder Returns," in which they contrasted different 

perspectives on governance and incentives of the CEO, the stewardship theory which was 

introduced in that paper, and the agency theory. 
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 In 1997, Davis, Schoorman and Donaldson, published "Toward a stewardship 

theory of management" to reconcile the differences between agency theory and 

stewardship theory because of both depicted contrarian perspectives. The agency theory 

assumed an individualistic, opportunistic, and self-serving approach, and the stewardship 

theory proposed a collectivistic, pro-organizational, and trustworthy approach (Davis et 

al., 1997). 

 Miller and Le Breton-Miller (2006) published an article developing propositions 

related to stewardship theory in family firms. In their paper, they examined why some 

family firms outperform and others don't. Using agency and stewardship theory, they 

indicate that the attitudes of a steward are prevalent among family firms because their 

leaders are members of the family or emotionally connected to the family (Miller & Le 

Breton-Miller, 2006).  

 In 2019, Chrisman published "Stewardship Theory: Realism, Relevance and 

Family Firm Governance" Chrisman indicates that stewardship theory's assumptions 

should be updated to increase its relevance and realism. He discusses the particularities of 

a family firm, such as altruism in treating some family members or that family firms are 

less professionalized than non-family firms, so they impose fewer formal controls; 

finally, he gives some recommendations to improve the conceptualization of the theory 

(J. J. Chrisman, 2019). 

 

Stewardship Theory – Justification for use 

 The stewardship theory assumes that CEOs are driven by a desire to contribute to 

their organizations, their objectives are mutually aligned. They are not looking to serve 
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themselves but the organization, they care about the organizational mission, and they are 

committed to making it succeed  (Davis et al., 1997; Miller & Le Breton-Miller, 2006). 

The application of the theory has been focused on family firms because executives in 

family firms commit to the mission of the business, are looking for the longevity of the 

firm, feel motivated to act in the best interest of the family, and value the employees and 

stakeholders (Miller & Le Breton-Miller, 2006). 

 The context of this study is family firms, and particularly I am studying the 

demographic characteristics of family members CEOs. The CEO that according to the 

theory, is looking for a collectivistic and pro-organizational behavior looking or the long 

term orientation and the continuity of the business (Hernández-Linares & López-

Fernández, 2018) 

 

 Family business – Context 

 When talking about the family business and the continuity of the company, it is 

essential to talk about the theoretical perspective of the stewardship theory, which “is 

based on a steward whose behavior is ordered such that pro-organizational, collectivistic 

behaviors have higher utility than individualistic, self-serving behaviors” (Davis et al., 

1997, p. 24). When family members become stewards of their firms, they are motivated 

to pursue the organizational goals and maximize the organization's performance (Davis et 

al., 1997). Some stewardship determinants are: comprehensive strategic decision making, 

long-term orientation, or continuity of the business across generations; these determinants 

become antecedents for entrepreneurial orientation in family firms (Hernández-Linares & 

López-Fernández, 2018).  
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To study family firms, it is critical to define what is a family business; even 

though there is no agreed definition in the field, several authors have reviewed the 

definitions and tried to consolidate and conceptualize one (Chua et al., 1999; Handler, 

1989; Litz, 1995). Most of the definitions contemplate two main areas, the vision and 

control mechanisms used in the firm and the creation of unique resources and capabilities 

(J. Chrisman et al., 2003; Habbershon et al., 2003; Sharma, 2004). 

 The possible combinations of thoughts to define a family business are a) family-

owned and family-managed, b) family-owned but not family managed, and c) family 

managed but not family-owned (Chua et al., 1999). Considering those possible 

combinations, the definition I will use is “ The family business is a business governed 

and/or managed with the intention to shape and pursue the vision of the business held by 

a dominant coalition controlled by members of the same family or a small number of 

families in a manner that is potentially sustainable across generations of the family or 

families” (Chua et al., 1999). 

 Family businesses are necessary because of their contribution to economic 

growth. Memili, Fang, Chrisman and De Massis (2015) showed in an empirical study that 

a balanced mix of family firms and non-family is better for economic growth. A couple 

of decades ago, 60% of U.S. revenue was generated by family businesses and provided 

jobs for over half of the nonagricultural labor force (Heck & Stafford, 2001).  By 2003, in 

the United States, family firms generated 64% of GDP or $5.9 trillion, and 82 million 

jobs or 62% of domestic employment (Astrachan & Shanker, 2003). 

Family businesses are different in terms of ownership, governance, returns, 

rewards, networks, leadership, careers, and management compared to nonfamily 
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companies (A. Stewart & Hitt, 2012). In terms of ownership, a family firm is more 

concentrated compare to more dispersed ownership in a non-family business. The 

ownership and control are united compared to split ownership and control in a non-family 

business. The returns in a nonfamily business are economically defined compared to 

noneconomic outcomes; the latter are important for a family business. Rewards are merit-

based, and there is a universalistic criterion to evaluate employees in non-family firms, 

compared to nepotism and particularistic standards in a family business (A. Stewart & 

Hitt, 2012). 

 Different authors have studied how a family business has developed a competitive 

advantage, and it is because there are some particular characteristics that family 

businesses nurture (Feltham et al., 2005).  These unique characteristics include the 

commitment of the family to the success of the company (Dyer & Handler, 1994), the 

involvement in the community playing an active role, the interaction with the customer to 

develop loyalty, and the culture of shared values (Montgomery & Sinclair, 2000).  

There are empirical studies that revealed the importance of management in the 

family business's success and how it overlaps between the family and the company 

(Olson et al., 2003). Given that management is vital in family firms, it is crucial to define 

the factors or attributes to take into consideration for a succession (J. J. Chrisman et al., 

1998). 

 

Demographics of the CEO 

 Referring to the CEO demographic characteristics is essential to talk about the 

upper echelons theory's theoretical perspective, which states, “organizational outcomes-
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strategic choices and performance levels- are partially predicted by managerial 

background characteristics” (Hambrick & Mason, 1984). In an update, Hambrick (2007) 

states that executives' experiences, values, and personalities influence their interpretations 

and, therefore, their decisions (Hambrick, 2007). 

 Orens and Rehuel (2013) affirm that the demographic characteristics of the CEO, 

such as gender, age, educational level, tenure, and experience, are a proxy of the social, 

cognitive, and psychological characteristics of the CEOs, which influence the CEOs 

decisions (Orens & Reheul, 2013).  

 It is important to understand the figure of the CEO in a family firm, Feltham, 

Feltham, and Barnett in 2005 wrote a paper about the dependence of family businesses on 

a single decision-maker, who is the owner-manager. They found that 75% of the CEOs 

believed the organization was dependent or very dependent on them, and 65% responded 

that they made all the major decisions across the five functional areas of the firm 

(Feltham et al., 2005). 

 Particularly in the literature about succession in family firms, several studies are 

focusing on the characteristics or attributes that are relevant when choosing a CEO (J. J. 

Chrisman et al., 1998; Madison et al., 2018; Shu-hui Lin & Shing-yang Hu, 2007). The 

desirable attributes related to demographic characteristics are the age of successor, 

educational level, and the experience inside and outside the family business (J. J. 

Chrisman et al., 1998; Ramón-Llorens et al., 2017). 

 The demographic characteristics of the CEO have been studied in relation to 

innovation (Kitchell, 1997), R&D firm spending (Vincent L. Barker & George C. 
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Mueller, 2002), cash holding behaviors (Orens & Reheul, 2013), internationalization 

(Ramón-Llorens et al., 2017) and corporate risk-taking (Farag & Mallin, 2018). 

  The CEO age, according to the upper echelons theory, Orens and Reheul (2013) 

found that older CEOs have shorter time perspectives, which means they are not 

interested in the long term, and also younger CEOs are less conservative and risk-averse 

than older CEOs. Older CEOs adopt a traditional management posture, and they are less 

determinant when they face aggressive investment strategies (Marianne Bertrand & 

Antoinette Schoar, 2003). Levesque and Minniti (2006) claim that CEOs will decline 

their entrepreneurial endeavor as they get older in terms of entrepreneurial behavior. 

Therefore, the age of the principal decision-maker in an organization is essential for 

entrepreneurial orientation (Lévesque & Minniti, 2006). 

 The CEO educational level reflects the knowledge and skills in which the CEO 

has been trained. Hambrick and Mason (1984) indicate that education decisions could 

serve as a metric of personal values and cognitive preferences. They also reflect on the 

findings that educational level positively relates to innovation, and educational level also 

suggest the involvement in certain socioeconomic groups  (Hambrick & Mason, 1984). 

The educational level is also associated with developing problem-solving skills and 

creative solutions (Goll et al., 2007; Wincent et al., 2009). Directors with a higher 

educational level are more likely to use external information, create networks, hire 

external consultants, and monitor the organizational accounting systems (Barroso et al., 

2011). The highly educated CEOs are more likely to manage and lead more innovative 

organizations (Vincent L. Barker & George C. Mueller, 2002). 
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 CEO tenure refers to the number of years the CEO has remained in that role. 

Zahra (2005) studied the positive and negative relationship between the CEO tenure and 

risk-taking to find out, according to his results, that long tenure is negatively associated 

with entrepreneurial risk-taking (Zahra, 2005). Chen and Zheng (2014) studied tenure 

and risk-taking, and they argue that the impact between tenure and risk-taking is 

ambiguous. They also mentioned that most of the literature indicates that longer tenure is 

associated with higher risk aversion (Chen & Zheng, 2014; Hambrick & Fukutomi, 

1991). When CEOs have remained in the same position for years, they might be worried 

about stability and efficiency and less likely willing to take more risky and strategic 

decisions (Thomas et al., 1991). On the other side, longer tenure increases their contacts 

and networks, which results in awareness of recent developments in the market (Orens & 

Reheul, 2013). 

CEO generation refers to the number of generations of the family to which the 

CEO represents. The presence and active participation of multiple generations in the 

family firm may cultivate entrepreneurship (Salvato, 2004). New generations of family 

firms often stimulate and influence entrepreneurship and are more open to change (Zahra, 

2018). Usually, the founder of the family firm established the business through 

innovative ideas, but they may lose the entrepreneurial behavior (Salvato, 2004). When 

multiple generations participate in the company, they nurture entrepreneurial behavior 

because, in contrast with the founder, newer generations are interested in increasing the 

business and ensuring the company (Kellermanns et al., 2008). 

CEO gender refers to the gender of the CEO. The 2010 American Family 

Business Survey results report that 24% of family firms have a female CEO or president, 
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and only 31% of family firms expect to have a female successor (Ahrens et al., 2015). In 

the literature related to internationalization, female-owned businesses are less likely to 

export than men (Ramón-Llorens et al., 2017). Another study mentions that women are 

less likely to start a new venture and are less entrepreneurial than males (Bird & Brush, 

2002). Farag and Mallin (2018) indicate that female directors are more risk-averse. 

Weber and Zulehner (2010) suggest that it is hard to find evidence that women make 

better managers due to the “glass ceiling” that prevents women from advancing to higher 

positions (Weber & Zulehner, 2010). 

Faccio, Marchica, and Mura (2016) explain that female CEOs are more risk-

averse than male CEOs; this has been recognized widely. Still, they refer to the fact that 

women are less confident than men on average (Huang & Kisgen, 2013). They also 

conclude that males allocate capital more efficiently than female CEOs; financial and 

investment decisions are less risky when companies are managed by a female CEO 

(Faccio et al., 2016). 

Chadwick and Dawson (2018) found that non-family firms led by females are 

positively related to the organization's financial performance. Still, in family firms, the 

relationship is negative; their explanation is related to a higher focus on emotional 

attachment, preserving the legacy and socioemotional wealth than economic goals when 

the organization is managed by females (Chadwick & Dawson, 2018). 

 

Entrepreneurial Orientation 

 The theoretical framework that is important in this study is the subjectivist theory 

of entrepreneurship, which affirms that entrepreneurs' prior experience and knowledge 
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can influence the perceptions of opportunity and resource usage (Covin & Lumpkin, 

2011; William John Wales, 2016). The subjectivist theory might be useful to illustrate 

why the availability of specific innovation-facilitating resources such as technological 

knowledge, organizational slack, skilled labor, among others, explains high levels of 

entrepreneurial orientation in some firms than others (Covin & Lumpkin, 2011).  

The starting point for entrepreneurial orientation began with Miller (1983) when 

he suggested a definition of an entrepreneurial firm, “engages in product market 

innovation, undertakes, somewhat risky ventures, and is first to come up with proactive 

innovations, beating competitors to the punch.” This definition brought into the scene of 

entrepreneurship three main aspects: Innovativeness, Risk-Taking, and Proactiveness 

(Miller, 1983). 

 More than ten years later, Lumpkin and Dess (1996 p. 137) indicated the key 

dimensions that should be included in the entrepreneurial orientation are “a propensity to 

act autonomously, a willingness to innovate and take risks, and a tendency to be 

aggressive toward competitors and proactive relative to marketplace opportunities” and 

they also defined the concept of entrepreneurial management as “it reflects the 

organizational processes, methods and styles that firms use to act entrepreneurially” 

(Lumpkin & Dess, 1996). According to Lumpkin and Dess (1996), there are five 

dimensions of entrepreneurial orientation: autonomy, innovativeness, risk-taking 

proactiveness, and competitive aggressiveness. 

 The three dimensions developed by Miller (1983) are defined as 1. Innovativeness 

is “the exhibition of experimentation, exploration, and creative acts”; 2. Risk-taking is 

“the willingness to commit resource to projects, ideas, or processes whose outcomes are 
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uncertain and for which the cost of failure would be high”; 3. Proactiveness is “engaging 

in forward-looking actions targeted at the exploitation of opportunity in anticipation of 

future circumstances, as would be typical of firms that lend and/or pre-empt the actions 

of others” (Covin & Wales, 2012 p. 694). Lumpkin and Dess (1996) extended to five the 

number of dimensions, adding 4. Competitive aggressiveness is “the intensity of a firm’s 

efforts to outperform industry rivals, characterized by a combative posture and a forceful 

response to competitor’s actions” and 5. Autonomy is “independent action by an 

individual or team aimed at bringing forth a business concept or vision and carrying it 

through to completion” (Lumpkin & Dess, 2001 p. 431). 

 Wales, Gupta, and Mousa (2013) indicate that 80 percent of the empirical articles 

published adopted the Miller (1983) approach adopting entrepreneurial orientation using 

the three standard dimensions, Innovativeness, risk-taking, and proactiveness (William J. 

Wales et al., 2013). The next common approach with 7 percent of articles is consistent 

with Miller and Friesen (1982) using only Innovativeness and Risk tanking. And 3 

percent used the five dimensions of EO proposed by Lumpkin and Dess (1996). And 

around 9 percent of papers used some combination of the five theoretical dimensions 

(William J. Wales et al., 2013).  

 Wales, Gupta, and Mouse (2013) also indicate that there is substantial 

convergence in the literature on Miller (1983) referring to the entrepreneurial orientation 

conceptualization, which means it is relevant to use innovativeness, risk-taking, and 

proactiveness (William J. Wales et al., 2013).   

 Usually, entrepreneurship is related to new venture creations. Still, the 

entrepreneurial behavior is also present in existing firms because it refers to taking 
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opportunities in a competitive environment, contributing to progress, expansion, and 

value creation (Kellermanns et al., 2008). On the other hand, what is an orientation? 

Covin and Lumpkin (2011, p. 857) defined entrepreneurial orientation, “general o lasting 

direction of thought, inclination or interest pertaining to entrepreneurship” (Covin & 

Lumpkin, 2011). Voss, Voss, and Moorman (2005, p 1134) defined EO as “a firm-level 

disposition to engage in behaviors (reflecting risk-taking, innovativeness, proactiveness, 

autonomy, and competitive aggressiveness) that lead to change in the organization or 

marketplace” (Giraud Voss et al., 2005).  

 Entrepreneurial orientation at a firm-level represents a strategic posture to the 

sustainability of the business, the life-cycles of firms and products are shortening, 

industries evolve continuously, what seems to be a competitive advantage is not 

sustainable (Covin & Lumpkin, 2011), and it is crucial to understand why and how there 

are firms who can renew and grow and others not (Morris et al., 2010). 

 Until the 2000s, entrepreneurial orientation was not studied in relation to family 

firms (Zahra et al., 2004). From there, it has become a construct that has attracted 

academic attention and has shown that entrepreneurial behavior is a typical trait of family 

firms (Zahra, 2005, 2018; Zahra et al., 2004). The positive influence of entrepreneurial 

orientation on organizational performance has been confirmed, and this field has been 

reviewed extensively (Rauch et al., 2009; William J. Wales et al., 2013; William John 

Wales, 2016). Hernandez-Linares and López Fernández (2018) pointed out that even 

though entrepreneurial orientation and performance has been extensively studied, none of 

those studies have focused on using Entrepreneurial orientation as a mediator between 
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CEO family member demographic characteristics and financial performance in family 

businesses (Hernández-Linares & López-Fernández, 2018). 

 

Financial performance 

 The efforts on entrepreneurial activities may lead to positive results for an 

organization depending on the measures on which performance is measured. It is 

recommended to use multiple financial performance measures such as sales growth, 

market share, and profitability (Lumpkin & Dess, 1996). Zahra and colleagues (2000) 

argue how acquiring new skills, launching new ventures, develop new revenue streams 

could improve growth, performance, and profitability in organizations (Kellermanns et 

al., 2008). Rauch and colleagues (2009) highlight that firms benefit from newness, 

responsiveness, and boldness. When they need to respond quickly to a constantly 

changing market and seek new opportunities, it could result in a strong performance 

(Rauch et al., 2009).     

 It is accepted that entrepreneurial orientation positively influences financial 

performance (Rauch et al., 2009; Wiklund & Shepherd, 2005). But it is also essential to 

review that literature shows that performance and entrepreneurial orientation relationship 

depends on the firm context (Wiklund & Shepherd, 2005). Rauch (2009) mentions that, 

for example, in small companies is less favorable than in large organizations. Other 

authors indicate that entrepreneurial orientation and performance relationship depends on 

state ownership (Tang et al., 2017). Wang and colleagues (2017) report that new ventures 

find more adversities in earning financial benefits from their entrepreneurial activities (T. 

Wang et al., 2017).   
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 In the context of family firms, there is a low amount of research relating 

entrepreneurial orientation and performance (Bauweraerts, 2019), family firms represent 

an ideal context to study the relationship because of the characteristics in terms of 

resources, capabilities, ownership, management, and corporate governance structures 

(Jose C. Casillas et al., 2010; José C. Casillas & Moreno, 2010). 

 Usually, a family firm is managed by a family member or several family members 

with particular goals, skills, and orientations; there is excessive power held by the family 

management (Bauweraerts, 2019). In this context, the management team's ability to 

create profit might be confronted with the entrepreneurial activities to respond to the 

market conditions (Naldi et al., 2013).  

 Performance is a multidimensional concept, and the link between entrepreneurial 

orientation and financial performance depends on the indicators used to assess 

performance (Lumpkin & Dess, 1996). To report financial performance, researchers can 

rely on self-report data (Rauch et al., 2009).  

 

Moderating Variables 

National Culture 

 There are two main frameworks in terms of national culture; the first one who 

developed a framework related to national culture was Hofstede, who defines culture as 

“the collective programming of the mind that distinguishes the member of one category 

of people from those of another” (Hofstede, 1984, p. 389). Hofstede (1980) developed a 

definition for the national culture, which considers a collective values system that 

differentiates one from the other group members in one setting. Contemplating four 
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dimensions 1) Power Distance, 2) Uncertainty avoidance, 3) Individualism-Collectivism, 

and 4) Masculinity-femininity (Hofstede, 1980). Some years later, the same author added 

another dimension, 5) Long term orientation (Hofstede, 1991). 

 In 2004, another framework was published, the Global Leadership and 

Organizational Behavior research (GLOBE), GLOBE considers nine dimensions to 

measure national culture 1) Performance Orientation, 2) Assertiveness, 3) Future 

orientation, 4) Humane orientation, 5) Institutional collectivism, 6) In-group collectivism, 

7) Gender egalitarianism, 8) Power Distance, and 9) Uncertainty avoidance (House, 

2004). Some of the GLOBE dimensions overlap with Hofstede cultural dimensions. 

 Researchers have argued that cultural values influence how societies consider 

entrepreneurial orientation (Hayton et al., 2002). Engelen (2010) suggests that some 

cultures will be more aligned with entrepreneurial orientation than others (Engelen, 

2010). The GLOBE research represents the most recent attempt to conceptualize and 

measure national culture (Parboteeah et al., 2008). In this study, the focus will be on 

uncertainty avoidance and gender egalitarianism, using the GLOBE approach. 

The GLOBE defines uncertainty avoidance as “The extent to which a society, 

organization, or group relies (and should rely) on social norms, rules, and procedures to 

alleviate unpredictability of future events. The greater the desire to avoid uncertainty, the 

more people seek orderliness, consistency, structure, formal procedures, and laws to 

cover situations in their daily lives” (House, 2004). Low levels of uncertainty avoidance 

positively impact entrepreneurship (T. V. Nguyen et al., 2009). 

Venaik and Brewer (2010) reviewed the uncertainty avoidance construct in the 

international business and management literature and found that between 2004 when 
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GLOBE data became available, and 2009, 21 studies were published. Only four studies 

used GLOBE data (Venaik & Brewer, 2010), which means there is an opportunity to use 

the GLOBE approach, to expand the literature, in terms of uncertainty avoidance national 

culture dimension, and apply it to a model moderating the relationship between 

entrepreneurial orientation and financial performance.  

Uncertainty avoidance refers to the degree to which the members of a society feel 

uncomfortable with uncertainty and ambiguity (Nam, 2018). Firms with strong 

entrepreneurial orientation face two types of uncertainty, 1) associated with the pursuit of 

innovation and 2) relational uncertainty related to strategic alliances and the goals 

associated (Marino et al., 2002). 

 The GLOBE defines gender egalitarianism as “The degree to which a collective 

minimizes (and should minimize) gender inequality” (House, 2004). In societies with 

high levels of gender egalitarianism less gender segregation exists, women are often 

employed in authority positions and educational opportunities are the same for male and 

females (Canestrino et al., 2020).  

 Gender egalitarianism indicates the extent to which an organization or society 

reduces gender diversities and discrimination (House, 2004). In countries with high levels 

of gender equality there are higher levels of females leading new ventures (Baughn et al., 

2006). In contrast, in countries where female entrepreneurship is seen with lower 

legitimacy than male entrepreneurship, female new ventures seem reduced as a 

consequence of women’s self-perceptions (Achtenhagen & Welter, 2003).  

 Gender egalitarianism significantly influences entrepreneurial activity (Canestrino 

et al., 2020; Griffiths et al., 2013). 



 31 

 

Control Variables 

Market dynamics 

The theoretical framework to understand market dynamics refers to dynamic 

capabilities, which indicate that a firm’s processes use resources to match and create 

change (Eisenhardt & Martin, 2000). Dynamic capabilities consist of processes like 

product development, alliancing, and strategic decision making to create value in high 

changing markets (Eisenhardt & Martin, 2000).  

The market dynamism can be defined as the degree of change in the market (Seo 

& Chae, 2016). Some fundamental elements of market dynamism are the changes in 

market structure, market demand instability, and intense fluctuation in supply materials 

(Justin J. P. Jansen et al., 2006; Sirmon et al., 2007).  

In a highly dynamic market, organizations suffer due to uncertainty; it is more 

difficult to predict the future, to plan and organize resources and respond to the situation 

with the existing knowledge and processes in place (Justin J. P. Jansen et al., 2006; Seo & 

Chae, 2016). Organizations need to respond with innovation to meet customers’ needs in 

a highly dynamic market environment (Oliver Schilke, 2014). Firms need to create a 

knowledge base on specific situations; existing knowledge can be a disadvantage 

(Eisenhardt & Martin, 2000). 

In a low dynamic market, the participants are well known, market boundaries are 

clear, modifications to products rarely happen, demand is stable, the behavior in this type 

of market is predictable (Eisenhardt & Martin, 2000; Oliver Schilke, 2014). 
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Higher levels of market dynamics are related to developing new processes more 

frequently, which can benefit the organizations due to market dynamics (H. Nguyen & 

Harrison, 2019). 
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CHAPTER III. HYPOTHESIS DEVELOPMENT 

 
 In this chapter I present the proposed research model, see figure 1, and the 

development of hypothesis. 

Proposed Research model 
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Relationship between CEO age and entrepreneurial orientation 

 Based on the literature review, younger entrepreneurs respond faster and are more 

sensitive to new information than older entrepreneurs (Parker, 2006). Age has been 

studied and found negatively correlated to risk-taking and innovativeness (W. H. Stewart 

et al., 1999). Hambrick and Mason (1984) indicate that older executives tend to be more 

conservative and may have more challenges learning and grasping new ideas (Vincent L. 

Barker & George C. Mueller, 2002). Therefore, older family member CEOs are less 

likely to influence entrepreneurial orientation compared with younger family member 

CEOs who are more entrepreneurial; hence, I hypothesize the following: 

Hypothesis 1a: The age of the family member CEO will be negatively related to 

innovativeness. 

Hypothesis 1b: The age of the family member CEO will be negatively related to 

proactiveness 

Hypothesis 1c: The age of the family member CEO will be negatively related to risk-

taking 

 

Relationship between CEO formal educational level and entrepreneurial orientation 

 Based on the discussion above, the family member CEO educational level 

indicates a skill base, and it serves as a measure of cognitive preferences (Hambrick & 

Mason, 1984), it contributes to evaluating different paradigms and perspectives, which 

leads to being less risk-averse, more open-minded to innovation, and are better informed 

about external opportunities (Anderson et al., 2011; Beber & Fabbri, 2012; Thomas et al., 
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1991; Vincent L. Barker & George C. Mueller, 2002). Therefore, the higher the 

educational level of the family firm CEO, the higher the entrepreneurial orientation 

compare with a lower educational level of the family member CEO; hence, I hypothesize: 

Hypothesis 2a: The formal educational level of the family member CEO will be 

positively related to innovativeness. 

Hypothesis 2b: The formal educational level of the family member CEO will be 

positively related to proactiveness. 

Hypothesis 2c: The formal educational level of the family member CEO will be 

positively related to risk-taking. 

 

Relationship between CEO tenure and entrepreneurial orientation 

 Based on the literature review, the family member CEO tenure in the early stages 

adopts a riskier posture more innovative and entrepreneurial. As tenure increases, at some 

point, the entrepreneurial orientation starts to decrease, they stop being bold, fearless, and 

adventurous, they rely more on their knowledge and experience instead of pursuing 

aggressive change (Feltham et al., 2005; Hambrick & Fukutomi, 1991; Kellermanns et 

al., 2008; Lévesque & Minniti, 2006; Zahra, 2005). Therefore, the longer the family 

member CEO tenure is less likely to influence entrepreneurial orientation compare to the 

early stages of the family member CEO tenure, taken that consideration, I hypothesize: 

Hypothesis 3a: The tenure of the family member CEO will be negatively related to 

innovativeness. 

Hypothesis 3b: The tenure of the family member CEO will be negatively related to 

proactiveness. 



 36 

Hypothesis 3c: The tenure of the family member CEO will be negatively related to risk-

taking. 

 

Relationship between CEO generation and entrepreneurial orientation 

 I argue that the generation of the family member CEO generation will be 

positively related to entrepreneurial orientation. Building on the literature review, there 

are studies which manifest that the more generations involved in the family firm, the 

more innovative they become because of the freshness new generations bring to the 

organization and they are willing to foster entrepreneurship (Salvato, 2004) , more 

generations engaged in the business will nurture a rejuvenating environment, and they 

will be continually reinventing themselves (Hoy, 2006; Kellermanns et al., 2008; Zahra, 

2005). The newer the generation of the family member CEO, the more entrepreneurial 

orientation will be promoted. Therefore:  

Hypothesis 4a: The generation of the family member CEO will be positively related to 

innovativeness. 

Hypothesis 4b: The generation of the family member CEO will be positively related to 

proactiveness. 

Hypothesis 4c: The generation of the family member CEO will be positively related to 

risk-taking. 

 

Relationship between CEO gender and entrepreneurial orientation 

 Based on the literature review, there is a social expectation for females 

and males. Males are expected to assume leadership roles, and females are 
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encouraged to relational intimacy (G. Wang et al., 2018). Females may analyze 

their careers considering more factors, putting a particular value in relationships 

and not so much on taking risks or firm performance (G. Wang et al., 2018). 

Females are less likely to start a new venture and are less entrepreneurial than 

males (Bird & Brush, 2002). Females are also more conservative and risk-averse 

(Farag & Mallin, 2018). Therefore:  

Hypothesis 5a: Female family member CEOs are less innovative than male family 

member CEOs. 

Hypothesis 5b: Female family member CEOs are less proactive than male family member 

CEOs. 

Hypothesis 5c: Female family member CEOs are less risk-taking than male family 

member CEOs. 

 

Relationship between entrepreneurial orientation and financial performance 

 Based on the literature review, entrepreneurial activities, such as acquiring new 

skills, launching new ventures, develop new revenue streams can improve financial 

performance measures as sales growth, market share, and profitability (Kellermanns et 

al., 2008; Lumpkin & Dess, 1996; Rauch et al., 2009; Zahra et al., 2000) But also it is 

vital to notice that it depends on the context, in this study the context is family firms 

(Wiklund & Shepherd, 2005). Hence, I hypothesize: 

Hypothesis 6: Innovativeness will be positively related to the financial performance. 

Hypothesis 7: Proactiveness will be positively related to the financial performance. 

Hypothesis 8: Risk-taking will be positively related to the financial performance. 
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Moderating effect of Uncertainty avoidance between innovativeness and risk-taking, 

and financial performance 

 Based on the discussion above, uncertainty avoidance refers to the extent a society 

feels threatened by uncertain conditions. If uncertainty avoidance is high, cultures focus 

on stability, security, and are less entrepreneurial  (Canestrino et al., 2020; House, 2004; 

T. V. Nguyen et al., 2009), which affects the financial performance. Hence, I 

hypothesize: 

Hypothesis 9: The relationship between innovativeness and financial performance is 

weaker in countries with high levels of uncertainty avoidance than countries with low 

levels of uncertainty avoidance. 

Hypothesis 10: The relationship between risk-taking and financial performance is weaker 

in countries with high levels of uncertainty avoidance than countries with low levels of 

uncertainty avoidance. 

 

Moderating effect of gender egalitarianism between proactiveness and financial 

performance 

 Based on the literature review, gender egalitarianism refers to the extent a society 

reduces gender diversities and discrimination (Canestrino et al., 2020; House, 2004) . If 

gender egalitarianism is high, there are equal opportunities for males and females 

entrepreneurial activities (Baughn et al., 2006; Canestrino et al., 2020; Griffiths et al., 

2013), which affects the financial performance. Hence, I hypothesize: 

Hypothesis 11: The relationship between proactiveness and financial performance is 
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stronger in countries with high levels of gender egalitarianism than countries with low 

levels of gender egalitarianism. 

 

 

 

 

 

Table 2: List of hypotheses and relationships 

Hypotheses IV DV Moderation Relation 

H1a Age Innovativeness  Negative 
H1b Age Proactiveness  Negative 
H1c Age Risk-taking  Negative 
H2a Educational level Innovativeness  Positive 
H2b Educational level Proactiveness  Positive 
H2c Educational level Risk-taking  Positive 
H3a Tenure Innovativeness  Negative 
H3b Tenure Proactiveness  Negative 
H3c Tenure Risk-taking  Negative 
H4a Generation Innovativeness  Positive 
H4b Generation Proactiveness  Positive 
H4c Generation Risk-taking  Positive 
H5a Gender Innovativeness  Negative 
H5b Gender Proactiveness  Negative 
H5c Gender Risk-taking  Negative 
H6 Innovativeness Financial 

Performance 

 
Positive 

H7 Proactiveness Financial 
Performance 

 
Positive 

H8 Risk-taking Financial 
Performance 

 
Positive 

H9 Innovativeness Financial 
Performance 

Uncertainty 
Avoidance 

Deteriorating 
effect 

H10 Risk-taking Financial 
Performance 

Uncertainty 
Avoidance 

Deteriorating 
effect 

H11 Proactiveness Financial 
Performance 

Gender 
egalitarianism 

Amplifying 
effect 
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CHAPTER IV. RESEARCH METHODOLOGY 

Sampling Frame, Sample, and Procedures 

This study focuses on a quantitative research design to investigate the influence of 

the family member CEO's demographic characteristics on entrepreneurial orientation and 

financial performance in a family firm's specific context. I used data from the “Successful 

Transgenerational Entrepreneurship Practices Project” (STEP Project). The STEP project 

is a research network committed to collaboratively research transgenerational 

entrepreneurship to produce highly relevant and applied research. 

The STEP project included 48 affiliate institutions at the time of the data were 

collected from 33 countries across five world regions (Europe & Central Asia, North 

America, Latin America & the Caribbean, Asia & the Pacific, and the Middle East & 

Africa). The survey was launched on October 25th, 2018, and completed on March 31st, 

2019. 

 The questionnaire was designed by an experienced research team with more than 

ten years of experience researching transgenerational family firms from the STEP project. 

The STEP questionnaire was based on prior validated scales. It was pre-tested by the 

STEP survey committee, conformed by six members who are experienced academics 

affiliates to the STEP project. 

The survey was originally in English and then translated into seventeen other 

languages: Dutch, French, German, Italian, Japanese, Russian, Spanish, Swedish, 

Chinese, and others. In all cases, professional translation services were hired. The survey 

focused on family businesses' entrepreneurship, succession, and governance. 
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 The survey respondent was the most senior family leader in the family firm.  

Usually, this person would be the CEO.  In situations where the CEO was not a family 

member, the respondent was the primary shareholder, chairman of the board, chair of the 

family council, or other significant non-CEO position. 

 The family firms were reached through each affiliate institution's contacts, the 

family business center network, students, alums, friends, family, and partnerships with 

other institutions. Each affiliate institution was committed to collect at least 25 surveys. 

The questionnaire was distributed via e-mail. The STEP project collected 1833 completed 

questionnaires. Because this study focuses on family member CEOs, my final sample 

comprises 1,314 completed questionnaires.  

 The final survey responses had 38% from Europe and Central Asia, 24% from 

Latin America and the Caribbean, 19% from Asia and the Pacific, 12% from North 

America, and 7% from the Middle East and Africa. In regard to number of employees 

33% of the firms have below 20, 20% between 21 and 50, 14% between 51 and 100, 10% 

from 101 to 200, 11% from 201 to 500, 5% from 501 to 1,000, 4% from 1,001 to 2,000, 

and 3.5% above 2,001. And in terms of revenue, 18% corresponds to firms below 1 

million, 24% between 1 million and 5 million, 11% between 5 million to 10 million, 10% 

from 10 million to 20 million, 11% from 20 million to 50 million, 11% from 50 million 

to 250 million, and 5% above 250 million. Table 3 shows the demographics of the firm. 
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Instrument 

The STEP project developed a questionnaire that contained nearly 115 questions. 

This questionnaire was based on prior validated scales. The platform used to distribute 

and manage the data collection was Qualtrics.  

Table 3: Demographics of the firms (n = 1314) 

Demographics Variable description Frecuency Percent 
Region Europe & Central Asia 493 38% 

 North America 157 12% 

 
Latin America & the 
Caribbean 318 24% 

 Asia & the Pacific 251 19% 
 Middle East & Africa 95 7% 
    

Number of 
Employees Below 20 437 33.3% 

 21-50 264 20.1% 
 51-100 179 13.6% 
 101-200 133 10.1% 
 201-500 143 10.9% 
 501-1,000 65 4.9% 
 1,001-2000 47 3.6% 
 2001-10,000 36 2.7% 
 10,001-30,000 5 0.4% 
 30,001-50,000 4 0.3% 
 50,001-100,000 1 0.1% 
    

Revenue of the firm Below $1,000,000 361 27.5% 
 $1,000,001-$5,000,000 316 24.0% 
 $5,000,001-$10,000,000 147 11.2% 
 $10,000,001-$20,000,000 136 10.4% 
 $20,000,001-$50,000,000 146 11.1% 
 $50,000,001-$250,000,000 143 10.9% 
 $250,000,001-$500,000,000 35 2.7% 

  Above $500,000,001 30 2.3% 
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The survey contained twelve blocks: Identification of the respondent, information 

about the respondent if the respondent is the CEO, information about the respondent if 

the respondent is not the CEO, information about the former CEO, succession (future 

CEO), business information, culture, business culture (autonomy) and entrepreneurial 

orientation, succession satisfaction, financial performance, family and business 

governance and market dynamics. The questionnaire is provided in Appendix A.  

 

Measures 

 I had five blocks of measures, demographics of the CEO, entrepreneurial 

orientation, financial performance, national culture and market dynamics. All items, 

measures, and reliability values are provided in Appendix B. A discussion below will 

help understand each block and its measurement items. 

 

Demographics of the CEO 

 Orens and Rehuel (2013) affirm that the demographic characteristics of the CEO, 

such as gender, age, educational level, tenure, and experience, are a proxy of the social, 

cognitive, and psychological characteristics of the CEOs, which influence the CEOs 

decisions. Age, educational level, tenure, generation, and gender of the family member 

CEO were measured through self-reported questions.  

Age is measured by asking to indicate the age of the CEO, the study used eight 

age level ranges, (1 = younger than 20) and (8 = 81 or above).  
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Educational level is measured by asking to tell the highest level of education 

completed, and the study used nine educational level ranges, (1 = no formal schooling) 

and (9 = Doctorate).  

Tenure was measured by asking how many years the individual has been the CEO 

and the study used nine tenure level ranges going from (1 = 1-5) to (9 = 41 or more).  

Generation was measured by asking which generation of the family business do 

the individual represents, and the study used five generation responses being the top (1 = 

first) and the bottom (5 = Other, please specify).  

Finally, gender was measured by asking to indicate the individual gender, and the 

coding used to analyze data (1 = female, 0 = male). 

 

Entrepreneurial Orientation 

 According to Miller (1983), the three dimensions to measure entrepreneurial 

orientation are innovativeness, proactiveness, and risk-taking. Measures were adapted 

using the nine-item scale developed by Covin and Slevin (1989), which had prevailed 

over the years when researching entrepreneurial orientation (Rauch et al., 2009).  

 

Financial Performance 

 The efforts on entrepreneurial activities may lead to positive results for an 

organization, it is recommended to use multiple financial performance measures such as 

sales growth and profitability (Lumpkin & Dess, 1996). To measure financial 

performance, three items were used using a 5-point Likert scale. The respondents were 

asked to rate the growth in sales compared to competitors in the last three years, rate the 
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growth in profitability compared to competitors in the last three years, and rate the return 

on total assets compared to competitors in the last three years. 

 

National Culture 

Researchers have argued that cultural values influence how societies consider 

entrepreneurial orientation (Hayton et al., 2002). Engelen (2010) suggests that some 

cultures will be more aligned with entrepreneurial orientation than others. The GLOBE 

research represents the most recent attempt to conceptualize and measure national culture 

(Parboteeah et al., 2008), and includes nine dimensions, in this study the focus will be on 

two dimensions, uncertainty avoidance and gender egalitarianism.  

Uncertainty avoidance refers to the degree to which the members of a society feel 

uncomfortable with uncertainty and ambiguity (Nam, 2018). Firms with strong 

entrepreneurial orientation face two types of uncertainty, 1) associated with the pursuit of 

innovation and 2) relational uncertainty related to strategic alliances and the goals 

associated (Marino et al., 2002). 

 Gender egalitarianism refers to the degree to which a collective minimizes (and 

should minimize) gender inequality (House, 2004). In societies with high levels of gender 

egalitarianism less gender segregation exists, women are often employed in authority 

positions and educational opportunities are the same for male and females (Canestrino et 

al., 2020).  

Each dimension is estimated based on a Likert scale from 1 to 7, (1) meaning very 

low, and (7) meaning very high; for each country, the values were extracted from the 

webpage globeproject.com. (House, 2004). 
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Control variables 

 In the past, the size of the business and industry has been used as a control 

variable for some studies in entrepreneurial orientation. For this study, it was not suitable 

to use industry as a control variable because the question related to industries asked to 

select all the industries in which participated the family group without identifying which 

industry contributed more to the business's revenue or profits.  

Instead, I decided to use market dynamics to replicate market conditions. In a 

highly dynamic market, organizations suffer due to uncertainty; it is more difficult to 

predict the future, to plan and organize resources and respond to the situation with the 

existing knowledge and processes in place (Justin J. P. Jansen et al., 2006; Seo & Chae, 

2016). Organizations need to respond with innovation to meet customers’ needs in a 

highly dynamic market environment (Oliver Schilke, 2014).  Market dynamics were 

measured, adjusting the five items scale measured on a 5-point Likert scale developed by 

Volverda and Van (1997).  

To measure the size of the business, two control variables are used: number of 

employees and revenue. The number of employees was measured by asking 

approximately how many employees the family business has. Revenue was measured by 

asking to select from 8 categories, which category best described the most recent annual 

sales of the business in US dollars. 
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Validity 

 The STEP project questionnaire was reviewed by the survey committee, which 

included two academics from each region to test the content validity. Before conducting 

the full study, the questionnaire was also tested for time and flow and incorporated the 

feedback based on clarity and grammar.  

 A link to the questionnaire was distributed to each of the STEP project's affiliate 

universities, which committed to collecting at least 25 surveys. Each university 

developed a family business database in their country and distributed the link in the local 

language. 

 Reviewing the market dynamics scale, one item was dropped from the five items 

in the scale. The item deleted was the only one that referred to a specific time frame and 

had an issue with the sentence's meaning. The item read “in a year, nothing has changed 

in our market,” the four items that remained on the scale can be found in the Appendix B.  
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CHAPTER V. ANALYSIS AND RESULTS 

 

In this chapter, I will report means, standard deviations, skewness, and kurtosis; 

followed by the data demographics which describe the sample. I also report the 

Exploratory Factor Analysis and discuss about the reliability of the scales used to 

measure each construct including convergent and discriminant validity. Lastly, the full 

structural model is presented, and the testing of hypotheses findings will be reported. 

 

Means, Standard Deviations, Skewness, and Kurtosis 

 The Statistical Package for the Social Sciences (SPSS) 26 was used to overview 

the data. Each variable was compute the minimum, maximum, mean, standard deviation, 

skewness measures, and kurtosis reported in table 4. 

 For the current data set, the mean ranged from a high 6.42 (Educational level) to a 

low 0.20 (Gender). The highest value for the educational level was 9, which 

corresponded to a doctoral degree. In terms of gender, the value 0 was to indicate if the 

respondent was a male and 1 if the respondent was a female. 

 To evaluate the symmetry of the data, Skewness values were determined. The 

value of 0 represents a symmetric distribution (Myers & Well, 2003). To assess the 

normality of the data, Kurtosis values were determined, which reflect the peaks or 

flatness of the distribution (Myers & Well, 2003). The generally accepted values of 

skewness are lower than 3 in absolute terms, and the accepted values of kurtosis are 

below 10 in absolute terms (Kline, 2005). 
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 The highest value of skewness is 1.88, and kurtosis is 6.34, corresponding to the 

same variable, generation of the CEO. Both values, for the present data set, are accepted 

according to the general rule. Normality and symmetry can be assumed.  

 

Table 4: Means, Standard Deviation, Skewness, and Kurtosis 

Construct Item Min Max Mean STD Skew. Kurts. 
                
Demographics 
of the CEO 

Age of the CEO 1 8 4.53 1.27 0.02 -0.17 
Educational 
Level of the 
CEO 

1 9 6.42 1.90 -1.06 0.01 

Tenure of the 
CEO 

1 9 3.46 2.18 0.70 -0.36 

Generation of the 
CEO 

1 9 1.88 1.02 1.88 6.34 

Gender of the 
CEO 

0 1 0.20 0.40 1.50 0.23 

Innovativeness Innovation1 1 5 3.43 1.38 -0.42 -1.04 
Innovation2 1 5 2.92 1.30 0.04 -1.04 

Proactiveness Proactivity1 1 5 3.34 1.09 -0.26 -0.45 
Proactivity2 1 5 3.32 1.21 -0.30 -0.78 

Risk-taking Risktaking1 1 5 2.96 1.14 -0.02 -0.70 
Risktaking2 1 5 2.85 1.11 0.03 -0.65 
Risktaking3 1 5 2.93 1.14 -0.02 -0.76 

Financial 
Performance 

Growthsales 1 5 3.66 0.98 -0.53 -0.04 
Growthprofit 1 5 3.51 1.02 -0.40 -0.30 
ROA 1 5 3.49 0.98 -0.37 -0.16 

Market 
Dynamics 

MarketD1 1 5 3.74 1.10 -0.73 -0.20 
MarketD2 1 5 3.49 1.12 -0.54 -0.46 
MarketD3 1 5 3.75 1.09 -0.82 0.06 
MarketD5 1 5 3.27 1.18 -0.29 -0.80 

National 
Culture 

UA_Globe 2.88 5.19 4.02 0.53 0.10 -0.30 
Gender_Globe 2.89 4.08 3.40 0.32 0.46 -0.45 

Employees Number of 
Employees 

1 11 2.93 2.03 1.00 0.29 

Revenue Revenue of the 
firm 

1 8 3.08 1.97 0.67 -0.67 
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Data Demographics 

The sample consists of 1,314 CEOs family members. Regarding gender, 20.1% of 

respondents were female, compared to 79.9% male. The majority of the respondents were 

in the age range 51-60 (30.2%), followed by respondents 41-50 (28.2%), 61-70 (15.5%), 

31-40 (14.6%), 21-30 (5.5%), 71-80 (4.8%), 81 and above (0.8%) and younger than 20 

(0.3%). The educational level showed that 35.9% of respondents had a 4-year degree, 

followed by master's degree at 29.4%, high school graduate at 10.8%, some college at 

8.1%, 2-year degree at 4.7%, doctorate degree at 3.7%, Less than high school at 3.4%, 

trade school at 3.1%, and no formal schooling at 0.8%. The tenure of the CEO showed 

that 23.7% of respondents were in the tenure range 1-5, followed by 6-10 (17.9%), 11-15 

(15.5%), 16-20 (12.2%), 21-25 (11.9%), 26-30 (8.3%), 31-35 (4.9%), 36-40 (2.9%) and 

41 and above (2.7%). The generation of the CEO showed that 41.7% of respondents were 

first-generation, followed by second-generation 39.1%, third-generation 12.7%, fourth-

generation 4.3%, fifth-generation 1.4%, sixth and above 0.8%. Demographics of the CEO 

are listed in table 5. 
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Table 5: Demographics of the CEO (n = 1314) 

Variable Variable Value Frecuency Percent 

Gender Female 264 20.1%  
Male 1050 79.9%     

Age Younger than 20 4 0.3%  
21-30 72 5.5%  
31-40 192 14.6%  
41-50 371 28.2%  
51-60 397 30.2%  
61-70 204 15.5%  
71-80 63 4.8%  

81 or above 11 0.8%     

Generation First 548 41.7%  
Second 514 39.1%  
Third 167 12.7%  
Fourth 56 4.3%  
Fifth 19 1.4%  
Sixth 5 0.4%  
Eight 4 0.3%  

Nineth 1 0.1%     

Educational Level No formal schooling 10 0.8%  
Less than high school 45 3.4%  
High school graduate 142 10.8%  

Trade school 41 3.1%  
Some college 107 8.1%  
2 year degree 62 4.7%  
4 year degree 472 35.9%  

Masters degree 386 29.4%  
Doctorate 49 3.7%  

   
Tenure 1-5 312 23.7%  

6-10 235 17.9%  
11-15 204 15.5%  
16-20 160 12.2%  
21-25 156 11.9%  
26-30 109 8.3%  
31-35 64 4.9%  
36-40 38 2.9% 

  41 or more 36 2.7% 
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 Since the data was collected by the STEP project, common method bias could 

potentially affect the relationships between constructs (Podsakoff et al., 2003). The 

common method bias was controlled using both procedural and statistical methods. 

 In the study design, respondents were allowed to preserve their anonymity, it was 

indicated that there were no right or wrong answers, and it was requested to answer the 

survey as honestly as possible (Podsakoff et al., 2003). 

 Concerning the statistical methods, I conducted a Harman one-factor test, to test 

the data’s method variance issues. The Harman test requires running a factor analysis. If a 

single factor account the majority of variance, it should be considered and issue 

compromising the quality of the data (Podsakoff & Organ, 1986). It was found that no 

single factor exceeded the threshold of more than 50% of the total variance. 

 

Exploratory factor analysis 

A principal component factor analysis was conducted on the fourteen items with 

varimax rotation for entrepreneurial orientation. The Kaiser-Meyer-Olkin measure 

verified the sampling adequacy for the analysis, KMO = 0.794.  

In the first attempt to calculate the factors, I use the extraction based on 

Eigenvalues greater than 1, and the results came from extracting only two factors. One 

was taking into account all items for risk-taking, and the other one including the items of 

both innovativeness and proactivity. Based on the literature on entrepreneurial orientation 

(Covin & Lumpkin, 2011; Covin & Slevin, 1989; Miller, 1983; Rauch et al., 2009), the 

analysis was forced to obtain three factors in terms of entrepreneurial orientation, and a 

total of five factors adding market dynamics and financial performance. In combination, 
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the three factors corresponding to entrepreneurial orientation explained 56.48% of the 

variance. 

Table 6 shows the factor loadings after rotation. This is the main table for EFA. 

The items that cluster on the same factor suggest that factor 1 represents innovativeness, 

factor 2 represents proactiveness, factor 3 risk-taking, factor 4 market dynamics, and 

factor 5 financial performance. All values for individual items were greater than 0.737, 

which is well above the acceptable limit of 0.50. 

 

 
 
Reliability 

 For this study, two items were dropped from the original scales based on the 

literature. Lumpkin and Dess (2001) found that one item associated with proactiveness 

emerge as an independent factor, separating it into proactiveness and competitive 

Table 6: Varimax-rotated matrix based on principal component factoring analysis 
 
Item Factor ⍺ 

1 2 3 4 5 value 
Innovation1 0.796 

  

  0.64 
Innovation2 0.797 

  

  
Proactivity1 

 
0.834 

 
  0.64 

Proactivity2 
 

0.76 
 

  
Risktaking1 

  
0.757   

0.78 Risktaking2 
  

0.831   
Risktaking3 

  
0.83   

MarketD1 
  

 0.766  
0.79 MarketD2 

   
0.737  

MarketD3    0.845  
MarketD5    0.753  
Growthsales     0.814 

0.86 Growthprofit     0.914 
ROA         0.893 
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aggressiveness. And according to George and Marino (2011), numerous studies found 

that one item measuring innovativeness consistently had shown low reliability (George & 

Marino, 2011). Two items were used to measure innovativeness, two items to measure 

proactiveness, and three items to measure risk-taking. All items were measured using a 5-

point Likert scale.  

To assess internal consistency and reliability, Cronbach's Alpha was calculated for 

each of the questionnaire scales. The range of reliabilities was from 0.64 to 0.86. A 

generally accepted rule is that Cronbach's alpha of 0.6-0.7 indicates an acceptable 

reliability level (Hair et al., 2019). Alpha values for each construct are listed in table 6. 

  

Model Estimation and fit indices 

 There are two approaches when using structural equation modeling, CB- SEM 

(covariance-based and PLS-SEM (partial least square). CB-SEM is more appropriate 

when the study is confirmatory. PLS-SEM is more convenient when the study is 

exploratory. PLS- SEM is appropriate to minimize the amount of unexplained variance 

and maximize the R square values, it handles constructs measured with single and multi-

item measures, incorporates the relationship between constructs and indicators which in 

this case is a reflective measurement model, has a high level of statistical power (Hair et 

al., 2017).  

Given all the advantages of PLS-SEM, it is the best method of analysis to evaluate 

the model and hypothesis. The data analysis to validate measurement and structural 

models is performed using the software SmartPLS 3.3.2. Before testing the structural 

model, reliability and validity are assessed. 
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Measurement model 

 As previously discussed for skewness and kurtosis, all items met the requirements 

to not violate normal distribution assumptions. The first step to evaluate a reflective 

measurement model is to estimate the relationship between the reflective latent variables 

and their corresponding indicators (outer loadings)  (Hair et al., 2017). The table 7 

indicates all outer loadings for each of the reflective latent variables: innovativeness, 

proactiveness, risk-taking, market dynamics, and financial performance, which are above 

the threshold value of 0.70, suggesting sufficient levels of indicator reliability (Hair et al., 

2017). 
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Convergent Validity 

 Convergent validity reflects the extent to which the observed measures for a latent 

variable converge to capture the construct (Carlson & Herdman, 2012). When using 

structural equation modeling, convergent validity is assessed by 1. The outer loadings for 

each of the indicators corresponding to a latent variable, and 2. The average variance 

Extracted (AVE) for each of the latent constructs.  

 To establish convergent validity, all outer loading reflects a value above the 

threshold value of 0.70 (Hair et al., 2017). Outer loadings range from 0.706 to 0.899, as 

shown in table 7. AVE values for each of the latent variables reflect the amount of 

variance captured by the latent variable in relation to the construct's measurement error. 

In this case, AVE values range from 0.611 to 0.781. All values reflect a value above the 

threshold value of 0.50 (Hair et al., 2017). 

 Based on outer loadings and AVE values for each latent variable, convergent 

validity can be assumed. 

 

Discriminant Validity 

 Discriminant validity reflects the extent to which the observed measures for a 

latent variable truly distinct from the other latent variables. It implies that a construct is 

unique and captures phenomena not represented by other constructs in the model (Hair et 

al., 2017). In structural equation modeling for a reflective model to assess discriminant 

validity is used the Heterotrait-Monotriat (HTMT) ration. It is needed to run the 

bootstrapping procedure, and the software derives a bootstrap confidence interval in 

which is assumed a certain level of confidence (95%), if the confidence interval contains 
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the value of 1, it indicates a lack of discriminant validity (Hair et al., 2017). In this case, 

for all latent variables, HTMT confidence interval does not include 1.  

 As confirmation of discriminant validity, it can be observed in table 8 the Fornell-

Larcker criterion, which is a second approach to assess discriminant validity. The square 

root of AVE of the first order constructs was calculated and all the values exceeded the 

correlations between the construct and other constructs (Hair et al., 2017). 

 

 

Structural Model 

 To evaluate the structural model results without moderation effects, Smartpls 

bootstrapping (5000 subsamples) was used to determine the distribution statistics, path 

coefficients, t-statistics, and p-values (Hair et al., 2017). The results of the PLS-SEM 

model enable us to determine that proactiveness has the strongest effect on financial 

performance (0.173), followed by risk-taking (0.14) and innovativeness (0.038). 

Moreover, the three constructs explain 11.2% of the variance of the construct financial 

performance (R2 = 0.112). In addition, the demographic variables CEO age, educational 

level, tenure, generation, and gender jointly explain 0.4% of the variance of 

Table 8: Fornell-Larcker criterion 

  Financial 
Perf Innovative Market Dyn Proactive Risk-taking 

Financial 
Perf 0.88     

Innovative 0.18 0.86    

Market Dyn 0.08 0.30 0.78   

Proactive 0.27 0.44 0.18 0.86  

Risk-taking 0.23 0.30 0.16 0.41 0.83 

Square root AVE is in italics on the diagonal. Correlations are below diagonal.  
 



 59 

innovativeness, 1.1% of the variance of proactiveness, and 1% of the variance of risk-

taking. The full structural model is summarized in figure 2. 

A critical caveat, as you read, is the low R square values, and I need to remind the 

objectives of this study. Examine the relationship between demographic characteristics of 

the family member CEO (age, educational level, tenure, generation, and gender) toward 

innovativeness, proactiveness, and risk-taking as the dimensions of entrepreneurial 

orientation. And examining the relationship between each of the dimensions of 

entrepreneurial orientation towards the family firms' financial performance. Rights and 

Sterba (2019) indicate that "high R2 does not indicate that a model accurately reflects the 

data-generating process in the population; conversely, a low R2 does not preclude a 

model from being informative for theory testing" (Rights & Sterba, 2019). Even though 

my results show low R squares, the model was tested, and the relationships were 

examined. 
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 Results reveal that education of the CEO has partially significant effects on 

Proactiveness (ß = 0.048, t-value = 1.686, p = 0.092) and risk taking (ß = 0.052, t-value = 

1.767, p = 0.077). CEO gender has partially significant effects on proactiveness (ß = 

0.054, t-value = 1.83, p = 0.067). Proactiveness has significant effects on financial 

performance (ß = 0.173, t-value = 5.455, p < 0.001), and risk-taking has significant 

effects on financial performance (ß = 0.14, t-value = 4.499, p < 0.001).  Hence, H2b, 

H2c, H5b were partially supported, and H7 and H8 were supported. Among the eighteen 

hypotheses, the relationship between proactiveness and financial performance was the 

strongest based on the path coefficient (0.173). The results are outlined in table 9. 

 

Results 

In hypothesis 1, I stipulated that the age of the family member CEO has a negative 

effect on innovativeness, proactiveness and risk-taking. For innovativeness (H1a), it can 

be observed that the relationship is negative but not significant (ß = -0.043, p = 0.24). For 

proactiveness (H1b), it can be observed that the relationship is negative, however, again 

not significant (ß = -0.059, p = 0.117). And finally, for risk-taking (H1c) the relationship 

is also negative but not significant (ß = -0.011, p = 0.765). 

In hypothesis 2, I stipulated that the formal educational level of the family 

member CEO has a positive effect on innovativeness, proactiveness and risk-taking. In 

fact, all the relationships were positive. It was significant for proactiveness (H2b) (ß = 

0.048, p = 0.098), and risk taking (H2c) (ß = 0.052, p = 0.074). However, it was not 

significant for innovativeness (H2a) (ß = 0.023, p = 0.409). 
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In hypothesis 3, I stipulated that the tenure of the family member CEO has a 

negative relation to innovativeness, proactiveness and risk-taking. However, for all tenure 

relationships there is a positive relation. For proactiveness (H3b) the effect is significant 

(ß = 0.097, p = 0.012). Nonetheless, the effect is not significant for innovativeness (H3a) 

(ß = 0.032, p = 0.383), and risk-taking (H3c) (ß = 0.037, p = 0.322). 

In hypothesis 4, I stipulated that the generation of the family member CEO has a 

positive effect on innovativeness, proactiveness and risk-taking. In fact, the relationship 

was positive for innovativeness and proactiveness, but negative for risk-taking. For 

innovativeness (H4a) (ß = 0.042, p = 0.133) and proactiveness (H4b) (ß = 0.016, p = 

0.546) the effect is not significant, but for risk-taking (H4c) it is significant (ß = -0.079, p 

= 0.007).  

 In hypothesis 5, I stipulated that female family member CEOs are less innovative, 

proactive and risk taking than male CEOs. In fact, the relationship is negative for 

innovativeness, proactiveness and risk-taking. For innovativeness (H5a) (ß = -0.021, p = 

0.429) and risk-taking (H5c) (ß = -0.030, p = 0.306) the effect is not significant, 

nonetheless for proactiveness (H5b) it is significant (ß = -0.054, p = 0.069). 

 In hypothesis 6, I stipulated that innovativeness has a positive effect on financial 

performance. The relationship between innovativeness and financial performance is 

positive but not significant (ß = 0.040, p = 0.214). 

 In hypothesis 7, I stipulated that proactiveness has a positive effect on financial 

performance. The relationship between proactiveness and financial performance is 

positive and significant (ß = 0.173, p < 0.001). 
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 In hypothesis 8, I stipulated that risk-taking has a positive effect on financial 

performance. The relationship between risk-taking and financial performance is positive 

and significant (ß = 0.131, p < 0.001). The results are outlined in table 9 

 

Moderating effects 

 In hypothesis 9, I stipulated that the relationship between innovativeness and 

financial performance is weaker in countries with high levels of uncertainty avoidance 

than countries with low levels of uncertainty avoidance. However, the relationship is 

positive and not significant (ß = 0.030, p = 0.290). 

 In hypothesis 10, I stipulated that the relationship between risk-taking and 

financial performance is weaker in countries with high levels of uncertainty avoidance 

than countries with low levels of uncertainty avoidance. In fact, the relationship is 

negative and significant (ß = -0.058, p = 0.038). 

 Lastly, in hypothesis 11, I stipulated that the relationship between proactiveness 

and financial performance is stronger in countries with high levels of gender 

egalitarianism than countries with low levels of gender egalitarianism. The relationship is 

positive and significant (ß = 0.068, p = 0.016).  

Results for moderation effects reveal that uncertainty avoidance has a significant 

effect on the relationship between risk-taking and financial performance (ß = -0.058, t-

value = 2.080, p = 0.038). Gender egalitarianism has a significant effect on the 

relationship between proactiveness and financial performance (ß = 0.068, t-value = 2.412, 

p = 0.016). Hence, H10 and H11 were supported. 
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Results for moderation effects reveal that uncertainty avoidance has a significant 

effect on the relationship between risk-taking and financial performance (ß = -0.058, t-

value = 2.080, p = 0.038). Gender egalitarianism has a significant effect on the 

relationship between proactiveness and financial performance (ß = 0.068, t-value = 2.412, 

p = 0.016). Hence, H10 and H11 were supported. 

 

Moderation results 

 In hypothesis 9, I stipulated that the relationship between innovativeness and 

financial performance is weaker in countries with high levels of uncertainty avoidance 

than countries with low levels of uncertainty avoidance. However, the relationship is 

positive and not significant (ß = 0.030, p = 0.290). 

 In hypothesis 10, I stipulated that the relationship between risk-taking and 

financial performance is weaker in countries with high levels of uncertainty avoidance 

than countries with low levels of uncertainty avoidance. In fact, the relationship is 

negative and significant (ß = -0.058, p = 0.038). 

 Lastly, in hypothesis 11, I stipulated that the relationship between proactiveness 

and financial performance is stronger in countries with high levels of gender 

egalitarianism than countries with low levels of gender egalitarianism. The relationship is 

positive and significant (ß = 0.068, p = 0.016).  

 

 

 Ta
bl

e 
9:

 H
yp

ot
he

se
s a

nd
 r

es
ul

ts
 in

cl
ud

in
g 

m
od

er
at

io
n 

ef
fe

ct
s 

  
St

ru
ct

ur
al

 P
at

h 
C

oe
ffi

ci
en

ts
 

t V
al

ue
s 

P 
V

al
ue

s 
R

es
ul

t 
H

1a
 (-

) 
C

EO
 A

ge
 ->

 In
no

va
tiv

en
es

s 
-0

.0
43

 
1.

17
6 

0.
24

0 
N

ot
 S

up
po

rte
d 

H
1b

 (-
) 

C
EO

 A
ge

 ->
 P

ro
ac

tiv
en

es
s 

-0
.0

59
 

1.
56

6 
0.

11
7 

N
ot

 S
up

po
rte

d 
H

1c
 (-

) 
C

EO
 A

ge
 ->

 R
is

k-
ta

ki
ng

 
-0

.0
11

 
0.

29
8 

0.
76

5 
N

ot
 S

up
po

rte
d 

H
2a

 (+
) 

C
EO

 E
du

ca
tio

n 
->

 In
no

va
tiv

en
es

s 
0.

02
3 

0.
82

6 
0.

40
9 

N
ot

 S
up

po
rte

d 
H

2b
 (+

) 
C

EO
 E

du
ca

tio
n 

->
 P

ro
ac

tiv
en

es
s 

0.
04

8 
1.

65
7 

0.
09

8 
Pa

rti
al

ly
 

Su
pp

or
te

d 
H

2c
 (+

) 
C

EO
 E

du
ca

tio
n 

->
 R

is
k-

ta
ki

ng
 

0.
05

2 
1.

78
9 

0.
07

4 
Pa

rti
al

ly
 

Su
pp

or
te

d 
H

3a
 (-

) 
C

EO
 T

en
ur

e 
->

 In
no

va
tiv

en
es

s 
0.

03
2 

0.
87

2 
0.

38
3 

N
ot

 S
up

po
rte

d 
H

3b
 (-

) 
C

EO
 T

en
ur

e 
->

 P
ro

ac
tiv

en
es

s 
0.

09
7 

2.
52

8 
0.

01
2 

N
ot

 S
up

po
rte

d 
H

3c
 (-

) 
C

EO
 T

en
ur

e 
->

 R
is

k-
ta

ki
ng

 
0.

03
7 

0.
99

0 
0.

32
2 

N
ot

 S
up

po
rte

d 
H

4a
 (+

) 
C

EO
 G

en
er

at
io

n 
->

 In
no

va
tiv

en
es

s 
0.

04
2 

1.
50

3 
0.

13
3 

N
ot

 S
up

po
rte

d 
H

4b
 (+

) 
C

EO
 G

en
er

at
io

n 
->

 P
ro

ac
tiv

en
es

s 
0.

01
6 

0.
60

4 
0.

54
6 

N
ot

 S
up

po
rte

d 
H

4c
 (+

) 
C

EO
 G

en
er

at
io

n 
->

 R
is

k-
ta

ki
ng

 
-0

.0
79

 
2.

68
4 

0.
00

7 
N

ot
 S

up
po

rte
d 

H
5a

 (-
) 

C
EO

 G
en

de
r -

> 
In

no
va

tiv
en

es
s 

-0
.0

21
 

0.
79

1 
0.

42
9 

N
ot

 S
up

po
rte

d 
H

5b
 (-

) 
C

EO
 G

en
de

r -
> 

Pr
oa

ct
iv

en
es

s 
-0

.0
54

 
1.

81
9 

0.
06

9 
Pa

rti
al

ly
 

Su
pp

or
te

d 
H

5c
 (-

) 
C

EO
 G

en
de

r -
> 

Ri
sk

-ta
ki

ng
 

-0
.0

30
 

1.
02

3 
0.

30
6 

N
ot

 S
up

po
rte

d 
H

6 
(+

) 
In

no
va

tiv
en

es
s -

> 
Fi

na
nc

ia
l P

er
fo

rm
an

ce
 

0.
04

0 
1.

24
3 

0.
21

4 
N

ot
 S

up
po

rte
d 

H
7 

(+
) 

Pr
oa

ct
iv

en
es

s -
> 

Fi
na

nc
ia

l P
er

fo
rm

an
ce

 
0.

17
3 

5.
50

8 
0.

00
0 

Su
pp

or
te

d 
H

8 
(+

) 
R

is
k-

ta
ki

ng
 ->

 F
in

an
ci

al
 P

er
fo

rm
an

ce
 

0.
13

1 
4.

25
0 

0.
00

0 
Su

pp
or

te
d 

H
9 

(-)
 

M
od

er
at

in
g 

G
lo

be
 U

A
-In

no
v 

->
 F

in
an

ci
al

 
Pe

rfo
rm

an
ce

 
0.

03
0 

1.
05

8 
0.

29
0 

N
ot

 S
up

po
rte

d 

H
10

 (-
) 

M
od

er
at

in
g 

G
lo

be
 U

A
-R

T 
->

 F
in

an
ci

al
 P

er
fo

rm
an

ce
 

-0
.0

58
 

2.
08

0 
0.

03
8 

Su
pp

or
te

d 
H

11
 (+

) 
M

od
er

at
in

g 
G

lo
be

 g
en

de
r -

 P
ro

ac
 ->

 F
in

an
ci

al
 

Pe
rfo

rm
an

ce
 

0.
06

8 
2.

41
2 

0.
01

6 
Su

pp
or

te
d 

 



 65 

CHAPTER VI. CONCLUSIONS 

 

 This chapter summarizes my findings and discusses the implications, future 

research and limitations of my study. 

 

Summary of results 

Hypothesis 

 
The first three hypothesis in the model were related to the family member CEO 

age, on which the hypotheses predicted a negative relationship between age and 

innovativeness, proactiveness and risk-taking, in fact the results show that there is a 

negative relationship but not significant, the three hypotheses weren’t supported.  

The hypothesis in the model related to the family member CEO education, 

predicted a positive relationship between education and innovativeness, proactiveness 

and risk-taking, in fact the results show that there is a positive relationship but not 

significant in the case of innovativeness and partially significant for proactiveness and 

risk-taking. 

The hypothesis in the model related to the family member CEO tenure, predicted 

a negative relationship between tenure and innovativeness, proactiveness and risk-taking. 

The results show a positive relationship contrary to what was predicted and not only the 

relationship is positive but also for proactiveness the relationship is significant. 

The hypothesis in the model related to the family member CEO generation, 

predicted a positive relationship between generation and innovativeness, proactiveness 



 66 

and risk-taking. In this case there are mixed results in term of the relationship, for 

innovativeness and proactiveness there is a positive relation but not significant, but in for 

risk-taking contrary to what was expected the relationship is negative and also 

significant. 

Finally, the hypothesis in the model related to the demographic characteristics of 

the family member CEO gender, it was predicted that female CEOs were less innovative, 

proactive and risk-taking than males. In fact, the results show that females are less 

innovative, proactive and risk-taking than males but only referring to proactiveness the 

relationship is partially significant, for the rest it is not significant. 

The hypothesis in the model related to proactiveness, innovativeness and risk 

taking, predicted a positive relationship with financial performance. The results show a 

positive relationship in the three cases, but only significant for proactiveness and risk-

taking.  

The hypothesis in the model with the moderation effect were separated into two, 

uncertainty avoidance between the relationship between innovativeness and risk-taking, 

and gender egalitarianism and proactiveness. The moderation effect of uncertainty 

avoidance was predicted to weaken the relationship between innovativeness and financial 

performance, on the contrary it was stronger. The moderation effect of uncertainty 

avoidance was predicted to weaken the relationship between risk-taking and financial 

performance, and the results show the relationship was weaker and significant. Lastly, the 

moderation effect of gender egalitarianism was predicted to strengthen the relationship 

between proactiveness and financial performance, and in fact the relationship was 

strengthen and significant. 
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Theoretical and Practical Implications  

 In the last 35 years, the upper echelons theory has been used to study how 

executives' experiences, values, and personalities influence the decision-making process 

and, therefore, business performance (Hambrick & Mason, 1984). Hambrick (2007) 

indicated that executives' demographic characteristics such as educational credentials, 

firm tenures, and affiliations could be used to estimate their firms' strategic decisions. 

This paper applied the upper echelons perspective of organizations to family firms, 

studying mainly the family member CEO demographic characteristics in relation to the 

three dimensions of entrepreneurial orientation, innovativeness, proactiveness and risk-

taking, and their relationship with financial performance. 

 This paper's findings referring to the demographic characteristics of the family 

member CEO and the relationship with innovativeness, proactiveness, and risk-taking can 

be interpreted as mixed results. There is no significant relation from any of the family 

member CEO's demographic characteristics, age, educational level, tenure, generation, 

and gender with innovativeness. Educational level, tenure, and gender of the family 

member CEO were significant in relationship with proactiveness. Educational level and 

generation of the family member CEO were significant in relationship with risk-taking.  

 The findings reflect that the family member CEO's age does not influence the 

entrepreneurial orientation in any of its three dimensions. This could be an important 

finding because it does not matter if the CEO of the family firm is younger or older; this 

is not a relevant demographic characteristic related to entrepreneurial mindset, even 
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though literature has pointed out a negative relation (Lévesque & Minniti, 2006; 

Marianne Bertrand & Antoinette Schoar, 2003; Orens & Reheul, 2013). 

 The findings indicate that the CEO's educational level is relevant to the 

entrepreneurial orientation in terms of two dimensions, proactiveness and risk-taking. In 

the sample, it can be noticed that 70% of respondents obtained a four-year degree or 

higher; it can be implied that education is vital for family firm CEOs considering that the 

well-being of the whole family is at risk. Educational level of the CEO contributes with 

different perspectives and gives assurance to be better informed about the external 

environment (Farag & Mallin, 2018), and is also associated with developing problem-

solving skills and creative solutions (Goll et al., 2007; Wincent et al., 2009). 

 The findings also reveal that the family member CEO's tenure has no significant 

relation with innovativeness and risk-taking and significant relation with proactiveness. 

Even though longer tenures show no relation to taking more risks or being innovative, it 

suggests that given the particularities of a family firm in terms of governance, ownership, 

and management, what matters is the company's continuity. Therefore, being proactive is 

essential; CEOs need to anticipate future needs, problems, or changes (Lumpkin & Dess, 

1996). 

 Findings related to the family firm CEO's generation reflect a negative and 

significant effect only on risk-taking, which means the higher the number of the 

generation involved in the business, the more risk-averse it is. This result is in line with 

Martin and Lumpkin (2003), who found that risk-taking decreases as more generations 

became involved in the family business. This finding has implications on how different 
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generations perceive entrepreneurial orientation, and it cannot be assumed that all 

generations perceived it in the same way.   

 Findings associated with the gender of the family firm CEO indicate a negative 

relation with the three entrepreneurial orientation dimensions. The negative relations 

mean that females are less innovative, proactive, and risk-taking, even though the 

relationship is only significant with proactiveness. This result is consistent with Cruz and 

Nordqvist (2012), who found that there is a lower entrepreneurial posture for women, 

with the difference that in this case, it came up significant just for proactiveness. 

 The results point out that from the five demographic characteristics of the family 

member CEO, educational level reflects the demographic characteristic that influences 

the decision-making process concerning entrepreneurial orientation. The higher the 

educational level, the more significant impact on proactiveness and risk-taking. In family 

firms where a single decision-maker has more influence than in no family firms (Feltham 

et al., 2005) it is one factor to consider thinking on succession and governance given the 

implications in the long term and the impact that family firms have in the economy 

(Astrachan & Shanker, 2003). 

 The findings also indicate that entrepreneurial orientation dimensions in 

relationship with financial performance reflect mixed results. Innovativeness has no 

significant effect on financial performance. On the contrary, proactiveness and risk-

taking are significant in their relationship with financial performance. 

 The entrepreneurial orientation construct has been defined to require the presence 

of the three dimensions, innovativeness, proactiveness, and risk-taking (George & 

Marino, 2011). The results show that innovativeness has a particular behavior because it 
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lacks significant relationship when studied with the family member CEO's demographic 

characteristics and with the firm's financial performance. In family firms, the results 

suggest that what drives the family firm's financial performance are proactivity and risk-

taking. 

 The moderation effects included in the study were associate with two dimensions 

of national culture, uncertainty avoidance, and gender egalitarianism. Uncertainty 

avoidance only had an impact on moderating the relationship between risk-taking and 

financial performance. This means that in countries with high levels of uncertainty 

avoidance, the relationship is weaker. Findings suggest that cultural values influence how 

societies perceive entrepreneurial orientation (Hayton et al., 2002), and family firms 

should be aware of the impact culture may have on the business's performance. 

 Gender egalitarianism was found to have an amplifying effect on the relationship 

between proactiveness and financial performance. In countries with higher levels of 

gender equality, females are more willing to lead new ventures (Baughn et al., 2006). 

This relationship is consistent with the significance found in the relationship with the 

gender of the family member CEO and proactiveness. The findings suggest that females 

leading family businesses are more proactive. At the same time, the effect between 

proactiveness and financial performance is amplified in countries where there is gender 

equality. 

 This study contributes to the literature in three ways. First, a contribution to 

entrepreneurial orientation literature studying its three dimensions and showing how the 

family member CEO characteristics impact each dimension, innovativeness, 

proactiveness, and risk-taking, simultaneously adding to the upper echelons' theory 
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literature. Second, a contribution to the literature on entrepreneurial orientation and its 

relationship with a family firm's financial performance. And lastly, a contribution to the 

literature on entrepreneurial orientation in family firms considering the impact of national 

culture as a moderator in relationship with financial performance, using the GLOBE 

approach, which is the most recently developed. 

My results reflect managerial implications in family firms. First, the CEO role in 

family firms is critical because they tend to rely on a single decision-maker. My findings 

reflect that the educational level affects proactiveness and risk-taking, having higher 

degrees is a desirable characteristic for a CEO in a family firm, this has implications 

related to the current management but also in succession planning, for the current 

managers family firms should develop an educational plan and for future generations it 

should be a requirement to the CEO position.  

My findings also reflect that innovation has no significant effect on the financial 

performance of the family firm. Still, proactiveness and risk-taking are two critical 

dimensions to improve financial performance. Splitting the entrepreneurial orientation 

into its three dimensions can help managers focus on driving the financial performance 

and have better results in family firms.  

Finally, some family firms operate in different countries, which means different 

cultures. Managers should consider that national culture impacts how proactiveness and 

risk-taking affect the financial performance in family firms and view the various 

dimensions of national culture to evaluate the effects.   
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Limitations and Future Research 

 This study considered a sample of family firms around the world before the 

pandemic Covid-19. Future research should consider how an event of this nature 

potentially impacts the entrepreneurial orientation in family firms and, therefore, the 

financial performance, considering that family firm's successful financial performance is 

vital because of their contribution to employment, job creation, gross domestic product, 

and wealth generation (Basco, 2015). The effects of the world's situation need to be 

followed and investigated, including how the CEOs approach the decision-making 

process in an uncertain environment.  

 A study's limitation relates to the dimensions of entrepreneurial orientation I 

considered. I decided to use Miller (1983) approach, using innovativeness, proactiveness, 

and risk-taking. Two other dimensions were not taken into account. Future research may 

want to expand the dimensions studied as part of entrepreneurial orientation. It will add 

to the literature if the other two dimensions are considered, autonomy and competitive 

aggressiveness, and evaluate how the family member CEO's demographic characteristics 

impact each of them and, at the same time, how these dimensions contribute to the 

financial performance of the family firm. 

 Future research should consider not only the demographic characteristics of the 

CEO but the top management team, so the robustness of findings could be associated not 

with just one individual but the top management team that make the decisions on the 

different spheres of the family business and expand the literature applying the upper 

echelons perspective (Hambrick, 2007) 
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 It could be valuable to the literature to develop a longitudinal study considering 

the CEO's demographic characteristics, how they evolve and measure its impact on the 

entrepreneurial orientation, and, therefore, the financial performance in a family firm. 

From the methodological point of view, a limitation of this study is that I used a database 

developed by the STEP project in 2019, which compose an international data set that is 

reliable. Still, it does not allow to build on it with longitudinal analysis. As it has been 

said, family firms need to survive in the long run. The better understanding the world gets 

to what drives entrepreneurial orientation, the better the decision-making process should 

take place in aligning incentives, governance structures, and succession planning in 

family firms. 

 A limitation of this study is that it did not include the family firm's industry as a 

control variable, even though I had the information of all industries in which the family 

business operated. It could not be used because it was not identified how each industry 

contributed to the family business. For future research, it should be essential to consider 

in detail the industries in which family firms operate, how they impact the revenue or 

profits of the whole business because it can be insightful to find out how different 

industries may take advantage of the various dimensions of the entrepreneurial 

orientation and the characteristics of the CEO family member.  
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APPENDIX 

Appendix A 

Survey 
Impact of demographics of the CEO on entrepreneurial orientation and performance 
 
Start of Block: Default Question Block 
 
Q1 Are you currently the CEO of the business? 
   
Yes  (1)  
No  (2)  
 
Q2 How many years have you been the CEO? 
1-5  (1)  
6-10  (2)  
11-15  (3)  
16-20  (4)  
21-25  (5)  
26-30  (6)  
31-35  (7)  
36-40  (8)  
41 or more  (9)  
 
Q3 How many years have you been employed by the family business? 
  
1-5  (1)  
6-10  (2)  
11-15  (3)  
16-20  (4)  
21-25  (5)  
26-30  (6)  
31-35  (7)  
36-40  (8)  
41 or more  (9)  
 
Q7 Please indicate your gender 
   
Male  (1)  
Female  (2)  
 
Q4 Please indicate your age 
Younger than 20  (1)  
21-30  (2)  
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31-40  (3)  
41-50  (4)  
51-60  (5)  
61-70  (6)  
71-80  (7)  
81 or above  (8)  
 
Q5 Please indicate your highest level of education completed 
   
No formal schooling  (1)  
Less than high school  (2)  
High school graduate  (3)  
Trade school   (4)  
Some college   (5)  
2 year degree   (6)  
4 year degree   (7)  
Masters degree   (8)  
Doctorate  (9)  
 
Q6 How many siblings do you have? 
0  (1)  
1  (2)  
2  (3)  
3  (4)  
4  (5)  
5 or more  (6)  
 
Q8 What is your birth order? 
1  (1)  
2  (2)  
3  (3)  
4  (4)  
5 or higher  (5)  
 
Q9 Which generation of the family business do you represent? 
First  (1)  
Second  (2)  
Third  (3)  
Fourth  (4)  
Other. Please specify  (5) ________________________________________________ 
 
Q10 Please indicate your role(s) in the family business (mark all that apply) 
   
CEO  (1)  
Chairperson of the Board  (2)  
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Member of the top management team  (3)  
Board member  (4)  
Majority shareholder (owner)  (5)  
Minority shareholder  (6)  
 
Q11 In your opinion what is the likelihood that... 
   

 Extremely 
unlikely (1) 

Somewhat 
unlikely (2) 

Neither 
likely nor 

unlikely (3) 

Somewhat 
likely (4) 

Extremely 
likely (5) 

The 
ownership 

of this 
business 
will be 

passed on to 
the next 

generation 
of the 

owning 
family? (1)  

     

The next 
CEO of the 

business 
will be a 
family 

member? 
(2)  

     

 
 
Q12 If you were to continue in your family business, at what age would you expect to 
retire? 
Younger than 40   (1)  
41-45  (2)  
46-50  (3)  
51-55  (4)  
56-60  (5)  
61-65  (6)  
66-70  (7)  
71-75  (8)  
76-80  (9)  
81 or older  (10)  
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Q13 Would you and your family ever accept a CEO from outside of the owning family? 
Yes  (1)  
No  (2)  
 
Q14 How many CEOs have led the company since its establishment? 
1  (1)  
2  (2)  
3  (3)  
4  (4)  
5  (5)  
6  (6)  
7  (7)  
Other. please specify  (8) ________________________________________________ 
 
Q16 Please indicate the gender of the former CEO 
Male  (1)  
Female  (2)  
 
Q17 To the best of your knowledge, at what age did the former CEO leave his/her 
position? 
Younger than 40   (1)  
41-45  (2)  
46-50  (3)  
51-55  (4)  
56-60  (5)  
61-65  (6)  
66-70  (7)  
71-75  (8)  
76-80  (9)  
81 or older  (10)  
 
Q18 To the best of your knowledge, how many years was the former CEO in the 
position? 
1-5   (1)  
6-10   (2)  
11-15   (3)  
16-20   (4)  
21-25   (5)  
26-30   (6)  
31-35   (7)  
36-40   (8)  
41 or more  (9)  
 
Q19 Did a formal succession plan exist in the family firm at the time of the last CEO 
succession? 
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Yes  (1)  
No  (2)  
 
Q20 Has the next CEO for the business been identified? 
Yes  (1)  
No  (2)  
 
Q21 Is the next CEO a family member? 
Yes  (1)  
No  (2)  
 
Q22 Are you a member of the owning family? 
Yes  (1)  
No  (2)  
 
Q23 In which year was the family firm established? 
________________________________________________________________ 
 
Q24 Approximately how many employees does the family business have? 
Below 20   (1)  
21-50  (2)  
51-100   (3)  
101-200   (4)  
201-500   (5)  
501-1,000   (6)  
1,001-2000   (7)  
2001-10,000   (8)  
10,001-30,000   (9)  
30,001-50,000   (10)  
50,001-100,000   (11)  
100,000 and above  (12)  
 
Q25 Which category best describes the most recent annual sales of the business in USD? 
Below $1,000,000   (1)  
$1,000,001 - $5,000,000   (2)  
$5,000,001 - $10,000,000   (3)  
$10,000,001- $20,000,000   (4)  
$20,000,001 - $50,000,000   (5)  
$50,000,001 - $250,000,000   (6)  
$250,000,001 - $500,000,000   (7)  
Above $500,000,001  (8)  
 
Q26 Which industry best represents what the family business or businesses do (mark all 
that apply)? 
Agriculture, forestry, fishing  (1)  
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Construction  (2)  
Finance and insurance  (3)  
Mining  (4)  
Manufacturing  (5)  
Public administration  (6)  
Real estate  (7)  
Retail trade  (8)  
Services  (9)  
Technology  (10)  
Transportation and utilities  (11)  
Wholesale trade  (12)  
Other, please specify  (13) ________________________________________________ 
 
 
Q27 In what country/region/jurisdiction is the family business headquartered? 
  
▼ Afghanistan (1) ... Zimbabwe (201) 
 
Q28 Is the country/region/jurisdiction where the family business is headquartered the 
country of origin for the family? 
  
▼ Afghanistan (1) ... Zimbabwe (201) 
 
Q29 How many family members are currently employed by the business? 
________________________________________________________________ 
 
Q30 What percentage of your prior year sales came from "new" products or services 
(products or services that are less than 3 years old)? 
________________________________________________________________ 
 
Q31 What was your average growth in sales (percent) over the past three years? 
________________________________________________________________ 
 
Q32 What was your average growth in profits (percent) over the past three years? 
________________________________________________________________ 
 
Q33 Please select the choice that best describes the strategy of the business 

 1 2 3 4 5  

 1 (1) 2 (2) 3 (3) 4 (4) 5 (5)  

My firm supports 
the efforts of 
individuals 

and/or teams that 

     

My firm requires 
individuals or 

teams to rely on 
senior managers 
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work 
autonomously. 

to guide their 
work 

In general, the 
top managers of 
my firm believe 

that the best 
results occur 

when individuals 
and/or teams 

decide for 
themselves what 

business 
opportunities to 

pursue 

     

The best results 
occur when the 

CEOand top 
managers provide 

the primary 
impetus for 

pursuing business 
opportunities 

Individuals 
and/or teams 

pursuing business 
opportunities 

made decisions 
on their own 

without 
constantly 

referring to their 
supervisors. 

     

Individuals 
and/or teams 

pursuing business 
opportunities are 

expected to 
obtain approval 

from their 
supervisors 

before making 
decisions. 

In my firm, the 
CEO and top 
management 

team play a major 
role in 

identifying and 
selecting the 

entrepreneurial 
opportunities my 

firm pursues. 

     

Employee 
initiatives and 
input play a 
major role in 

identifying and 
selecting the 

entrepreneurial 
opportunities my 

firm pursues.   

In my firm, we 
have not 

marketed any 
new lines of 
products or 

services in the 
last 5 years.   

     

In my firm, we 
have marketed 
many new lines 
of products or 
services in the 
last 5 years.   
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Changes in 
product or 

service lines have 
been mostly of a 

minor nature. 

     

Changes in 
product or 

service lines have 
usually been 

quite dramatic. 

In dealing with 
its competitors, 

my firm typically 
responds to 

actions which 
competitors 

initiate. 

     

In dealing with 
its competitors, 

my firm typically 
initiates actions 

to which 
competitors then 

respond. 

In dealing with 
its competitors, 
my firm is very 
seldom the first 

business to 
introduce new 

products/services, 
administrative 

techniques, 
operating 

technologies etc. 

     

In dealing with 
its competitors, 
my firm is very 
often the first 
business to 

introduce new 
products/services, 

administrative 
techniques, 
operating 

technologies, 
etc.   

In dealing with 
its competitors, 

my firm typically 
seeks to avoid 
competitive 

clashes, 
preferring a "live 

and let live" 
posture. 

     

In dealing with 
competitors, my 

firm typically 
adopts a very 
competitive, 

"undo the 
competition" 

posture.   

In general, the 
top managers of 
my firm believe 
that owing to the 

nature of the 
environment, it is 
best to explore it 

gradually via 
cautious, 

     

In general, the 
top managers of 
my firm believe 
that owing to the 

nature of the 
environment, 
bold, wide- 

ranging acts are 
necessary to 
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incremental 
behavior. 

achieve the firm's 
objectives.   

In general, the 
top managers of 
my firm have a 
strong tendency 

for low-risk 
projects (with 
normal and 

certain rates of 
return)   

     

In general, the 
top managers of 
my firm have a 
strong tendency 

or high-risk 
projects (with 

chances of very 
high returns)   

When confronted 
with decision- 

making situations 
involving 

uncertainty, my 
firm typically 

adopts a cautious, 
"wait and see" 

posture in order 
to minimize the 
probability of 
making costly 

decisions 

     

When confronted 
with decision- 

making situations 
involving 

uncertainty, my 
firm typically 
adopts a bold, 

aggressive 
posture in order 
to maximize the 
probability of 

exploiting 
potential 

opportunities.   
 
 
Q34 How would you rate your business performance as compared to that of your 
competitors in the last three years in terms of the following? 

 Much 
worse  (1) 

Somewhat 
worse  (2) 

About the 
same (3) 

Somewhat 
better (4) 

Much 
better  (5) 

1. Growth in 
sales (1)       

2. Growth in 
market share 

(2)  
     

3. Growth in 
number of 
employees 

(3)  
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4. Growth in 
profitability 

(4)  
     

5. Return on 
equity (5)       

6. Return on 
total assets 

(6)  
     

7. Profit 
margin on 
sales (7)  

     

 
 
Q35 How would you rate the following statements regarding the market in which your 
family business operates? 

 Strongly 
disagree (1) 

Somewhat 
disagree (2) 

Neither 
agree nor 

disagree (3) 

Somewhat 
agree (4) 

Strongly 
agree (5) 

1. Changes in 
our market 
are intense 

(1)  

     

2. Our clients 
regularly ask 

for new 
products and 
services (2)  

     

3. In our 
market, 

changes are 
taking place 
continuously 

(3)  

     

4. In a year, 
nothing has 
changed in 
our market 

(4)  
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5. In our 
market, the 
volumes of 

products and 
services to be 

delivered 
change fast 

and often (5)  

     

 
 
End of Block: Default Question Block 
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Appendix B 

 

 

Variable name Variable description Variable Value

Age Please indicate your age. 
Younger than 20 (1), 21-30 (2), 31-40 (3), 41-50 (4), 

51-60 (5), 61-70 (6), 71-80 (7), 81 or above (8)

Educational level Please indicate your highest level of education 
completed. 

No formal schooling (1), Less than high school (2), 
High school graduate (3), Trade school (4), Some 
college (5), 2 year degree (6), 4 year degree (7), 

Masters degree (8), Doctorate (9)

Tenure How many years have you been the CEO? 
1-5 (1), 6-10 (2), 11-15 (3), 16-20 (4), 21-25 (5), 26-

30 (6), 31-35 (7), 36-40 (8), 41 or more (9)

Generation Which generation of the family business do you 
represent? 

First (1), Second (2), Third (3), Fourth (4), Other. 
Please specify. (5) 

Gender Please indicate your gender. Female (0), Male (1)

Variable name Likert Scale = 1 Likert Scale = 5

In my firm, we have not marketed any new 
lines of products or services in the last 5 years.

In my firm, we have marketed many new lines of 
products or services in the last 5 years.

Changes in product or service lines have been 
mostly of a minor nature.

Changes in product or service lines have usually 
been quite dramatic.

In dealing with its competitors, my firm 
typically responds to actions which competitors 
initiate.

In dealing with its competitors, my firm typically 
initiates actions to which competitors then respond.

In dealing with its competitors, my firm is very 
seldom the first business to introduce new 
products/services, administrative techniques, 
operating technologies etc.

In dealing with its competitors, my firm is very 
often the first business to introduce new 
products/services, administrative techniques, 
operating technologies, etc.

In general, the top managers of my firm 
believe that owing to the nature of the 
environment, it is best to explore it gradually 
via cautious, incremental behavior.

In general, the top managers of my firm believe 
that owing to the nature of the environment, bold, 
wide- ranging acts are necessary to achieve the 
firm's objectives.

In general, the top managers of my firm have a 
strong tendency for low-risk projects (with 
normal and certain rates of return).

In general, the top managers of my firm have a 
strong tendency or high-risk projects (with chances 
of very high returns).

When confronted with decision- making 
situations involving uncertainty, my firm 
typically adoptsa cautious, "wait and see" 
posture in order to minimize the probability of 
making costly decisions.

When confronted with decision- making situations 
involving uncertainty, my firm typically adoptsabold, 
aggressive posture in order to maximize the 
probability of exploiting potential opportunities.

Cronbach's Alpha: 0.777

Cronbach's Alpha: 0.637

Cronbach's Alpha: 0.637

Innovativeness

Proactiveness

Risk Taking
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Variable name Variable description Variable Value
Rate your growth in sales compared 
to your competitors in the last three 

years
Rate your growth in profitabiliy 

compared to your competitors in the 
last three years

Rate your return on total assets 
compared to your competitors in the 

last three years

Variable name Variable description Variable Value

Number of 
Employees

Approximately how many employees 
does the family business have? 

1, Below 20; 2, 21-50; 3, 51- 100; 4, 101-200; 5, 201-500; 6, 501-1,000; 7, 
1,001-2,000; 8, 2,001-10,000; 9, 10,001- 30,000; 10, 30,001-50,000; 11, 

100,000 and above 

Revenue
Which category best describes the most 

recent annual sales of the business in 
USD? 

1, Below $1,000,000; 2, $1,000,001 - $5,000,000; 3, $5,000,001 - 
$10,000,000; 4, $10,000,001- $20,000,000; 5, $20,000,001 - $50,000,000; 
6, $50,000,001 - $250,000,000; 7, $250,000,001 - $500,000,000; 8, Above 

$500,000,001 

Changes in our market are intense

Our clients regularly ask for new 
products and services 

In our market, changes are taking place 
continuously

In our market, the volumes of products 
and services to be delivered change fast 
and often 

Variable name Variable description Variable Value

Uncertainty 
Avoidance

 The extent to which a society, 
organization, or group relies on social 

norms, rules, and procedures to 
alleviate unpredictability of future 

events. GLOBE project.

Each dimension is based on a Likert scale from 1 to 7, (1) meaning very low, 
and (7) meaning very high

Gender 
Egalitarianism

The degree to which a collective 
minimizes gender inequality. GLOBE 

project.

Each dimension is based on a Likert scale from 1 to 7, (1) meaning very low, 
and (7) meaning very high

Cronbach's Alpha: 0.791

Financial 
Performance

Market 
Dynamics

Much worse(1) - Much better (5)

Strongly disagree (1) - Strongly agree (5)

Cronbach's Alpha: 0.861
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