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Abstract: This study investigated the effect of entrepreneurial orientation on firm performance
with the firm resource orchestration capability and environmental dynamics in moderating roles.
Using survey data collected from 301 Korean manufacturing and service firms, we devised a
three-way interaction model to uncover the complex and dynamic conditions that maximize the
effect of entrepreneurial orientation on firm performance. We found a positive association between
entrepreneurial orientation and firm performance. Moreover, our findings indicated that both the
firm resource orchestration capability and environmental dynamics played positive moderating roles
in the above relationship. The results also showed that, in the case of a high level of environmental
dynamics, entrepreneurial orientation was more positively related to firm performance for firms
with a high resource orchestration capability. In addition, in the case of low resource orchestration
capability, entrepreneurial orientation was associated more positively with firm performance for firms
with high environmental dynamics. Thus, this study confirmed the importance of interaction between
the three factors for enhancing firm performance. Furthermore, our investigation of substantial
moderators provided key insights regarding the conditions that better explain how entrepreneurial
orientation promotes firm performance. In addition to two-way interaction, the support for a
three-way interaction suggests that moderators of the relationship interact to further explain the
relationship. The theoretical and practical implications are discussed.

Keywords: entrepreneurial orientation; firm performance; resource orchestration capability;
environmental dynamics; three-way interaction model

1. Introduction

In modern society, firms can adapt to the rapidly changing business environment, achieve
sustainable and long-term success by constantly adopting new technologies, exploring new business
opportunities, and increasing their market value. To survive in this fiercely competitive business
environment, firms must continue to develop the ability to meet customers’ needs and create market
value more efficiently and effectively than their competitors. Therefore, the interest in sustainability
among management scholars, managers, and policy-makers has increased. Given the growing
significance of sustainability for firms in this rapidly changing business environment, entrepreneurial
orientation (EO) is seen as a key factor for firms to secure sustainable competitive advantage. EO refers
to a firm’s strategic decision-making ability as well as to all its activities that drive the firm toward
effectively achieving its goals by proactively exploring new business opportunities and market
innovation and innovatively utilizing the available resources [1—4]. In particular, EO is considered
an essential element that boosts the performance and sustainable growth of small ventures by
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propelling them toward adapting to the consistently evolving new markets and effectively motivating
technology innovation. In view of such significance, many Korean firms now consider EO-based
technology innovation as a basis of their progress, and numerous studies are examining the process of
fostering innovative small ventures, which would lead to the creation of new jobs and propel national
economic development.

Although many studies found a positive relationship between EO and firm performance [2,5-7],
some studies failed to find any significant relationship [8,9], whereas other studies found a negative
relationship between the two factors [10,11]. These mixed empirical results have raised concerns with
regard to applying the findings in practice. More specifically, Covin and Slevin [8] found that EO
and a firm’s financial performance were not significantly associated, whereas Li et al. [12] observed
that market orientation did not influence new product development. A Korean study revealed mixed
results across the sub-dimensions of EO [13]. In essence, despite the consensus on the significance of
EO, findings on its association with various types of firm performance have been inconsistent and
mixed [8-11].

While recognizing this problem and in an attempt to address the limitations of past literature,
this study took a more systematic and comprehensive approach toward examining the conditions in
which EO impacts firm performance from the following theoretical and empirical perspectives: First,
in light of the concerns that the effect of EO may vary depending on the complex contingency factors
surrounding a firm and that an empirical analysis needs to be performed to study ways to overcome
these factors and create new business opportunities [14], we considered the environmental dynamics of
firms in general. An environment comprising various technologies, markets, clients, and competitors
and its complexity impacts a firm’s strategic decision-making ability, which is ultimately linked to its
performance. Hence, we first empirically analyzed the relationship between EO and firm performance
and examined the moderating effect of environmental dynamics on their relationship.

Second, some studies have suggested that a firm'’s ability to effectively overcome and adapt
to its external environment and dynamics is related to its competence [15-17]. This means that the
difference in performance across firms in the same industry and within the same market environment
is linked to the firms’ internal competence. However, existing studies on the relationship between EO
and performance have overlooked the importance of internal competence [2,3,6]. The firm resource
orchestration capability is one of the most important components of internal competence that needs to
be considered. It can be seen as the ability to maximize firm performance by planning appropriate
allocation of resources for business, effectively allocating resources, and integrating existing and new
resources. Therefore, this study attempts to overcome the limitations of past studies by considering the
firm resource orchestration capability as an important moderating variable, thereby recognizing the
importance of internal capability when understanding the effect of EO on firm performance.

Third, from a methodological perspective, most previous studies have focused only on the
main effect of EO on performance [4,7,18]. Although some studies considered industrial or market
environment as moderating variables [16], they failed to provide an adequate explanation of inconsistent
outcomes of EO’s effect. Thus, in this study, we attempted to conduct a more comprehensive analysis by
first analyzing the main effect of EO on performance and additionally analyzing the effect of a two-way
interaction between environmental dynamics and the firm resource orchestration capability as well
as the effect of a three-way interaction between EO, internal competence, and external environment
(EO X resource orchestration capability X environmental dynamics). Thus, this study attempts to
enhance our understanding of the key conditions that maximize the effect of EO on firm performance,
ultimately leading to sustainability of a firm.

We believe that our research will extend the EO literature by enhancing the knowledge of how
and in what conditions the positive effects of EO on firm performance was strengthened. In particular,
discovering the relationship between EO and firm performance, along with a series of moderating roles
of firm resource orchestration capability and environmental dynamics, can provide useful implications
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for organizations and managers who want to understand the conditions that promote firm performance
through EO.

2. Theoretical Background and Hypotheses

2.1. Entrepreneurial Orientation and Firm Performance

EO canbe defined as an organization’s orientation toward pursuing product and market innovation,
taking risks, proactively responding to change, and beating competitors [3]. Therefore, researchers
argue that EO provides an answer to the question of how to enter a new market while pursuing a new
business within the scope of the firm’s business activities [2]. More specifically, EO consists of three
important characteristics: Innovativeness, proactiveness, and risk-taking. These characteristics drive
an entrepreneur to aggressively take risks and demonstrate proactive and innovative behaviors when
making important decisions for a business [19]. Therefore, past studies have reported that EO is closely
related to innovation and high performance. For instance, studies have reported that EO ultimately
boosts firm performance by influencing new product development and innovation [12,20]. Other studies
observed that EO enhances a firm’s competitiveness and eventually contributes to performance by
driving the firm toward investing in important resources amid risks and uncertainty and pursuing
innovation without fearing the loss in case of failure [4,21]. Thus, EO, which encompasses risk-taking,
proactiveness, and innovation-seeking, enables a firm to foster an innovation- and change-driven
climate in order to pioneer a new business or enter a new market and capture opportunities before
competitors can. Moreover, we can infer that making bold decisions with aggressive risk-taking
would positively influence firm performance through innovative product development and processes.
We thus established the following hypothesis.

Hypothesis 1. Entrepreneurial orientation is positively associated with firm performance.

2.2. Moderating Effects of Firm Resource Orchestration Capability

Recent studies have tried to examine the capability of firms to effectively utilize and orchestrate
resources to effectively compete and generate profit by looking beyond the important resources that the
firms possess [15-17,22,23]. These studies suggest that the essential elements required for achieving
efficient resource orchestration capability include establishing a resource portfolio, bundling the
resources to build capabilities, and leveraging those capabilities to continuously secure profits for
stakeholders [23]. From this perspective, EO plays an important role in resource orchestration by
establishing a corporate vision. This is because, by clearly envisioning the corporate goals that need
to be accomplished, EO substantially contributes toward developing, establishing, allocating, and
utilizing the resources necessary to achieve these goals [22].

Therefore, firms with higher resource orchestration capability are able to allocate and utilize
resources more efficiently in the process of improving their performance through EO. Firms with
resource orchestration capability further the effect of EO on firm performance. In particular, we
assumed that such efficient resource orchestration capability would further strengthen the relationship
between EO and firm performance by fostering a new capability of allocating and bundling the limited
resources as efficiently as possible to generate value-oriented and productive outcome [15-17,24].
We thus established the following hypothesis.

Hypothesis 2. The effect of entrepreneurial orientation on firm performance is stronger with a high level of firm
resource orchestration capability.

2.3. Moderating Effects of Environmental Dynamics

High environmental dynamism refers to a high level of change in technological and market
conditions [25-28]. In other words, as customer demands heavily fluctuate in the market, and since
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innovation and changes in the production technology for major products occur at a rapid pace,
environmental dynamics becomes an important conditional variable when studying the relationship
between EO and firm performance [29-31]. For example, the positive impact of EO on performance is
predicted to be low among firms in industries with relatively low environmental dynamics. The reason
being that since changes in customer demands and production-related technologies are minimal
in stable environments with relatively little uncertainty, firms have low expectations regarding any
benefits associated with developing a new market or a new technology, and so the environmental
dynamics do not serve as effective inducements. In other words, in a market with low environmental
dynamics, it may be more effective to spend directly on advertising to attract the attention of existing
customers than seek to unduly push forward a new business project that is accompanied by risks to
create new market opportunities or to develop a new technology [32]. Firms will attempt to increase
their price competitiveness by innovating the process of an existing technology rather than taking a
risk by making a large investment for developing a new technology [28,33].

However, the effect of EO on performance will increase in the case of high environmental dynamics.
This may be due to two reasons: First, because higher environmental dynamics generate more market
development opportunities and escalates the advantages of being the first mover in the market,
the positive impact of EO on firm performance is bolstered [34,35]. Second, in markets with high
environmental dynamics, firms profit from being the first mover on a technology or market even
before acquiring a complete understanding of the necessary behaviors or performance, and thus,
firms frequently seize the opportunity through risk-taking behaviors—an important characteristic of
EO [36]. Therefore, we can assume that in markets with high environmental dynamics, firms with
higher EO would have a higher potential in gaining a competitive advantage by capturing various
market opportunities and developing new technology, thereby improving firm performance. Hence,
we hypothesized the following.

Hypothesis 3. The effect of entrepreneurial orientation on firm performance is stronger with a high level of
environmental dynamics.

2.4. Three-Way Interaction Effect: The Firm Resource Orchestration Capability, Environmental Dynamics,
Entrepreneurial Orientation

Based on the previous discussion on Hypotheses 2 and 3, we anticipated that the firm resource
orchestration capability and environmental dynamics would simultaneously interact with EO and
influence firm performance. As mentioned earlier in relation to the moderating effect of environmental
dynamics, a corporate environment with high dynamism interacts with EO and thus escalates
the perceived benefits of increased market development opportunities and expectations from the
first-mover advantage through new technology development [35]. We hypothesized that this has a
positive impact on firm performance. The positive effects of capturing new market opportunities
and being the first mover on performance are doubled by efficiently allocating the limited resources
and integrating existing resources with new ones when executing relevant projects and strategies.
Therefore, we hypothesized that the firm resource orchestration capability and environmental dynamics
mutually interact and influence firm performance, and that they interact with EO and further boost
firm performance. Particularly, a combination of high environmental dynamics and high resource
orchestration capability of the entrepreneur—which complement each other—mutually escalates
the impact and, which, in turn, increases the positive effect on relevant corporate activities such as
new technology development and resource bundling, thereby bolstering firm performance. In such
conditions, firms will more aggressively take risks, pursue product and process innovation, and
proactively pioneer new markets. In other words, it will further strengthen the process through which
EO influences performance.

On the other hand, firms with low environmental dynamics and low resource orchestration
capabilities anticipate fewer benefits from or are less attracted to new technologies or actively developing
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markets. Moreover, this attractiveness is further reduced due to low resource orchestration capabilities.
Therefore, such firms are expected to promote a stable and efficient operation process and focus more
on strategies to increase their share in the existing market as opposed to taking risks, proactively
developing markets, or pursuing innovation activities [4,18]. That is, under the condition of low
environmental dynamics and low resource orchestration capabilities, the process through which EO
influences firm performance may be further weakened. Therefore, we established the following
hypothesis pertaining to a three-way interaction effect that encompasses a firm’s internal competence
(resource orchestration capability), external environment (environmental dynamics), and EO for a
more detailed explanation that considers the dynamic interaction between external environmental
conditions and a firm’s internal competence. This study’s conceptual model is illustrated in Figure 1,
and we posited the following hypothesis.

Hypothesis 4. There is an interaction between entrepreneurial orientation and firm resource orchestration
capability and environmental dynamics on firm performance, such that higher environmental dynamics
strengthens the relationship between entrepreneurial orientation and firm resource orchestration capability on
firm performance.

i Resource . i
w - Environmental !
! Orchestration X ; !
! - Dynamics |
! Capability !
H2 H3
*H4
Entrepreneurial Firm
Orientation » Performance

*H4: 3-way interaction

Figure 1. Hypothesized research model.

3. Methodology

3.1. Data Collection and Sample Characteristics

To conduct an empirical analysis, we collected our data from Korean manufacturing and service
firms. Based on the report on the current status of SMEs by the Small and Medium Business
Administration, Korean Venture Business Association Member DB, and data from Korea Listed
Companies Association, we collected information about the CEOs, category of business, location, and
websites of the firms. The first list of probable candidates was developed by utilizing the human
network. We examined the overall management and activities of firms based on the collected data and
discussed whether the firms were suitable for our study. During this process, we reviewed not only
the general status of the firms but also the key details of their personnel as well as the organization, the
category and form of business, and their previous financial performances. After selecting firms that
met the criteria and after conducting preliminary phone and in-person interviews, the survey was
administered via different methods, including in-person, mail, e-mail, and online survey systems, to
firms that had responded positively.

We strived to increase the survey response rate by continuously explaining the purpose of the
survey to the respective personnel and by requesting their cooperation over a period of two weeks.
Where possible, we asked the CEOs of the firms to respond to the survey, however, if the CEO was
unavailable, we requested senior managers who were well aware with regard to firm performance and
management strategies to fill the questionnaire. A total of 500 questionnaires were distributed, and
after excluding questionnaires with inadequate responses or with a central tendency, 301 questionnaires
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were included in the final analysis. The characteristics of the sample firms included in the analysis were
as follows: 43.5% of the firms belonged to the manufacturing sector, while 56.5% of the firms were in
the services and other sectors. Further, 29.6% of the firms had less than 100 employees, 9% of the firms
had between 101-500 employees, 35.5% had 501-1000 employees, 23.9% had 1001-5000 employees,
and only 2% of the firms had more than 5000 employees. The average age of the sample firms was
32.6 years, with 8% of the firms being under 10 years, 15.9% of the firms between 11-20 years, 70.4%
between 21-50 years, and 5.7 % of the firms over 51 years old.

3.2. Measures

3.2.1. Entrepreneurial Orientation

Entrepreneurial Orientation was measured using the nine-item scale employed by Hult et al. [37]
and Rhee et al. [38]. One of the sample items was: “Innovation is readily accepted in program/project
management in our company. We have a strong proclivity for high-risk projects.” The response scale
was measured using a seven-point Likert scale ranging from 1 = strongly disagree to 7 = strongly agree.
Cronbach’s alpha was 0.91.

3.2.2. Firm Resource Orchestration Capability

The firm resource orchestration capability was measured using a five-item scale as used by previous
studies [15-17]. The scale was further modified to suit the purpose of this study. The measurement
items specifically included the scope, strength, and capability of the resource adjustment. A sample
item included the following statement: “Over the past three years, our company has well acquired
and introduced important resources and capabilities that contribute to improving competitiveness.”
“Over the past three years, our company has been responding well to competitive environments by
reassembling and integrating existing resources and new capabilities.” Responses were measured on a
seven-point Likert scale where 1 = strongly disagree and 7 = strongly agree. Cronbach’s alpha was 0.91.

3.2.3. Environmental Dynamism

We employed the six-item scale used by Miller [39] and Wiklund and Shepherd [7] to measure
environmental dynamism. Specifically, the measurement items included the speed of environmental
change, the rate of emergence of new markets and technologies, and the degree of change in customers
and market environments. Some sample items were as follows: “A large number of new product ideas
have been made possible through technological breakthroughs” and “Customer needs and products
demand rapid change.” The responses were measured on a seven-point Likert scale where 1 = strongly
disagree and 7 = strongly agree. Cronbach’s alpha was 0.70.

3.2.4. Firm performance

Supervisors assessed subordinates’ innovative work behavior using the three-item scale adapted
from Akgun et al. [40]. A sample item included the statement: “In comparison with your major
competitors over the past three years, your company has more market share,” “In comparison with
your major competitors over the past three years, your company has more growth rate.” The responses
were measured using a seven-point Likert scale where 1 = strongly disagree and 7 = strongly agree,
with a Cronbach’s alpha of 0.78.

3.2.5. Control Variables

In this research model, the size and age of the firms, which were assumed to affect the firms’
financial performance [41], were included as control variables. The size was defined as the number of
its permanent employees, whereas age was defined as the total period it had remained operational
until the present (as of 2018). Furthermore, the firm sectors were divided into manufacturing or service
sectors and others.
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3.3. Common Method Bias

As all the variables were collected by the same source, it could have resulted in the common
method bias (CMB), leading to false internal consistency and potentially misleading results. Thus, to
assess the effect of common method variance, we followed the recommendation by Podsakoff et al. [42]
and conducted Harman’s single-factor test by loading all the items of the study constructs into an
exploratory factor analysis. The results indicated that no single factor explained more than 33% of
the covariance among the variables. Thus, it was concluded that CMB did not significantly alter the
validity of the study results.

4. Results

4.1. Analysis Strategy

We tested the hypotheses using SPSS 21.0. We also carried out the Cronbach’s alpha test to
examine internal reliability (Table 1). Furthermore, we conducted a confirmatory factor analysis
(CFA) on the key variables to test the validity of four multi-item measures (Table 2) using AMOS
20.0. It was confirmed that the discriminant validity and internal reliability of the measured variables
were suitable for further hypothesis testing. Finally, we conducted a hierarchical regression analysis
to test our hypotheses. Specifically, control variables were entered in the first stage, and the main
effect was tested in the second stage (the effect of entrepreneurial orientation on firm performance).
In the third stage, the interaction terms of the moderators (entrepreneurial orientation x resource
orchestration capability. Entrepreneurial orientation X environmental dynamics) were entered to test
the two-way interaction effect. Lastly, in the fourth stage, the three-way interaction model was tested by
analyzing the interaction terms, entrepreneurial orientation, the firm resource orchestration capability,
and environmental dynamics. The moderating effect was tested by measuring the coefficient value
and the amount of change in the R2 value at all stages. Additionally, the two-way interaction effect
and the three-way interaction effect were graphically reconfirmed.

Table 1. Means, standard deviations, correlations, and reliabilities.

Variables Mean SD 1 2 3 4 5 6 7
Sector 0.56  0.50
Firm size 258 0.80 -0.080
Firm age 32,61 1650  0.032 0.410 ***
Entrepreneurial orientation 443 1.04 0.072 -0.180** —-0.036  (0.917)
Resource orchestration capability  4.37  1.16 0.070 -0.125*  -0.011 0.789***  (0.918)
Environmental dynamics 500 0.88 0.012 -0.123*  -0.102 0.428** 0.330**  (0.707)
Firm performance 454 097 0.066 -0.028 0.007  0.657 ***  0.669 **  0.365*** (0.784)

Notes: N = 301, Firm size: log of number of workers; Values in parentheses along the diagonal are Cronbach’s
alphas; * p < 0.05, ** p < 0.01, *** p < 0.001 (two-tailed test).

Table 2. Model fit statistics for the measurement model.

Model x2(df) CFI TLI RMR RMSEA  Ax2(df)

Hypothesized model (EO, ROC, ED, FP)  380.186(168) 0.949 0936  0.065 0.065
Three-factor model (EO, ROC & ED, FP)  569.785(171) 0.904 0.881 0.084 0.088 189.599(3)
Two-factor model (EO & ROC & ED, FP)  613.975(173) 0.893  0.870  0.087 0.092 233.789(5)
One-factor model 689.516(174) 0.875 0.849  0.093 0.099 309.330(6)
Note: EO: Entrepreneurial Orientation, ROC: Resource Orchestration Capability, ED: Environmental Dynamics,

FP: Firm Performance, CFI: Comparative Fit Index, TLI: Tucker-Lewis Index, RMR: Root Mean Square Residual,
RMSEA: Root Mean Square Error of Approximation.

4.2. Correlation and Reliability Analyses

The descriptive statistics, reliability, and correlations are shown in Table 1. The research variables
such as entrepreneurial orientation, the firm resource orchestration capability, environmental dynamics,
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and firm performance were related to each other (p < 0.001) and showed results that were consistent
with the suggested study model. On analyzing the value of the variance inflation factor (VIF), the
maximum VIF of the key variables was found to be 3.718. Hence, it was confirmed that there was no
multicollinearity problem [43].

Before testing the research model, we conducted a confirmatory factor analysis to test the validity
of the hypothesized four-factor model. As seen in Table 2, we compared the hypothesized model with
the other three alternative models. As a further test, we ran a chi-square comparison test between the
hypothesized model and the three alternative models. The test results confirmed that all the alternative
models differed significantly from the hypothesized model and the model fit of the hypothesized
model was better than other alternative models in all aspects. The model fit indices’ cut-off values
were CFI and TLI > 0.90, x%/df < 3, RMR and RMSEA < 0.1 [44,45].

4.3. Hypotheses Testing

We used the hierarchical regression analysis to test the hypothesized relationships [7,46].
The results of the hierarchical regression analysis are shown in Table 3. Hypothesis 1 was that
entrepreneurial orientation has a positive effect on firm performance. In Model 2, entrepreneurial
orientation was found to be positively related to firm performance (8 = 0.672, p < 0.001), supporting
Hypothesis 1. As shown in Model 4, the interaction term of entrepreneurial orientation and the firm
resource orchestration capability was positively related to firm performance (3 = 0.121, p < 0.05).
Moreover, the interaction term of entrepreneurial orientation and environmental dynamics had a
statistically significant effect on firm performance (3 = 0.161, p < 0.05).

As shown in Figures 2 and 3, when the firm resource orchestration capability and environmental
dynamics are high, the positive relationship between entrepreneurial orientation and firm performance
is stronger. Thus, Hypotheses 2 and 3 were supported. In order to test Hypothesis 4, we studied the
three-way interaction of entrepreneurial orientation, the firm resource orchestration capability, and
environmental dynamics for predicting firm performance in the last step of the moderated hierarchical
regression model. Here, with 3 = 0.186 (p < 0.01), we found a significant positive effect in predicting
firm performance. As shown in Figure 4, when both the firm resource orchestration capability and
environmental dynamics are high, the positive relationship between entrepreneurial orientation and
firm performance is stronger than when they are low. Thus, Hypothesis 4 was supported.

Table 3. Summary of regression analysis results.

Firm Performance

Variables
Model 1 Model 2 Model 3 Model 4 Model 5
Industrial Sector 0.063 0.026 0.023 0.016 0.012
Firm size —0.031 0.099 * 0.095 * 0.099 * 0.094 *
Firm age 0.018 -0.010 —-0.005 -0.011 -0.007
EO 0.672 *** 0.311 *** 0.301 *** 0.293 ***
ROC 0.397 *** 0.404 *** 0.373 ***
ED 0.112* 0.071 -0.021
EO x ROC 0.121 * 0.054
EO x ED 0.161 * 0.173 *
ROC x ED -0.155* -0.183 *
EO x ROC x ED 0.186 **
Max VIF 1.215 1.253 2.931 3.653 3.718
R? 0.005 0.440 0.509 0.531 0.543
Adjusted R? —0.005 0.433 0.499 0.517 0.528
AR? 0.435 *** 0.069 *** 0.022 ** 0.012 **

Notes: N = 301; * p < 0.05, ** p < 0.01, ** p < 0.001, two-tailed; Entrepreneurial Orientation (EO); Resource
Orchestration Capability (ROC); Environmental Dynamics (ED).
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5. Discussion

This study aimed to investigate the interaction effect of the firm resource orchestration capability
and environmental dynamics on the relationship between EO and firm performance. Past studies on
organization and strategic management have suggested that EO is positively associated with firm
performance [5-7]. However, in the present study, we sought to identify the specific conditions or
circumstances in which the positive effect of EO on firm performance can be maximized. The findings
indicated that both the firm resource orchestration capability and environmental dynamics are
moderating variables that strengthen the relationship between EO and firm performance. Furthermore,
in our analysis using the three-way interaction model, firm performance was found to be significantly
enhanced when both the firm resource orchestration capability and environmental dynamics were
high. At the same time, the positive association between EO and firm performance was weakened
when both the firm resource orchestration capability and environmental dynamics were low.

5.1. Theoretical Implications

Based on the findings of our empirical analysis, we derived the following theoretical and practical
implications: First, studies on EO have generally focused on examining the direct effect of EO on firm
performance [5,7]. Thus, in the present study, we focused on the possibility that the effect of EO on firm
performance may vary depending on the complex external environment and the internal organizational
capability and on how such contingency factors can be used to create new business opportunities.
According to our findings, the positive impact of EO on firm performance is strengthened when firms
are exposed to high economic dynamics. In such an environment, firms strive to reap the market
pioneer advantage by capturing more market development opportunities and by developing new
technologies. Therefore, this study reconfirmed the importance of external environment encompassing
the contingency model in enhancing the effect of EO on performance.

Second, this study sheds light on the fact that the dynamics of a firm’s external environment
are deeply related to its internal competence to actively utilize their environmental change as an
opportunity for further growth—an aspect that has been partially discussed in previous studies [15,16].
This suggests that the variations in performance across firms in the same market and industrial
environment are related to the firms’ internal capabilities in utilizing resources. However, prior
studies on the relationship between EO and performance have overlooked the importance of internal
competence as a boundary variable. To overcome this limitation, we expanded on the previous studies
by taking the firm resource orchestration capability into consideration in our analysis.

Finally, strategic management studies that explained the effect of EO in a more dynamic
context of firms have been limited, as most studies focused only on the direct effect of EO on firm
performance [2,3,18,21]. Moreover, few studies have investigated the conditional factors that affect the
EO'’s effect [47-49]. Thus, in the present study, we generated a comprehensive explanation by focusing
on the contingency theory wherein we analyzed the two-way interaction effect (resource orchestration
capability X environmental dynamics) as well as the three-way interaction effect (EO X resource
orchestration capability X environmental dynamics) in addition to examining the main effect of EO.
Therefore, we could provide a methodological implication for more thoroughly describing the effects
of EO, the previous study findings on which have been largely mixed.

5.2. Practical Implications

In addition, this study also presented the following practical implications. First, we observed
that EO is important in improving firm performance. Thus, to foster a climate that can improve EO
within the organization, CEOs should provide better job training to senior managers and establish
organizational support systems for promoting entrepreneurship. Second, considering that the firm
resource orchestration capability is crucial to maximizing the effect of EO, firms need to be aware that
innovatively bundling and orchestrating their existing resources along with the newly introduced
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resources and capabilities is as important as securing new resources when pursuing a new business
opportunity or pioneering a market if they want to efficiently enforce their strategies. Further, to
promote entrepreneurship, it is also important to secure human resources with relevant professional
knowledge and develop supportive programs [50] besides cultivating organizational capability to
integrate and innovatively reorganize new and existing organizational resources and competences.
Therefore, organizations should conduct educational programs and provide support to the managers
to foster resource orchestration capability in them.

However, despite its theoretical and practical contributions, this study does have a few limitations.
First, as all the variables used in the analysis were collected from a self-reported questionnaire
administered at the same time to the same source, it may lead to a common method bias and result in
inflated relationships because of single-source effects. Thus, researchers are encouraged to collect data
from various sources with time-lag approach for future studies. Second, as this was a cross-sectional
study, we could not make causal inferences on the relationship between EO and firm performance.
We assumed that EO enhances firm performance, however, it is possible that the effect of EO on firm
performance may change over time. Future studies should include longitudinal research to investigate
the causality between EO and firm performance. Third, by using a sample that consisted only of
Korean firms with limited sector, we are cautious about generalizing the findings to other sectors and
firms in different countries. Future research may replicate our findings with different samples and
across different country contexts. Finally, we included two moderators in the relationship between EO
and firm performance and found that the firm resource orchestration capability and environmental
dynamics were crucial for maximizing the effect of EO. However, future research needs to identify other
important moderators and mediators that can help firms in innovatively bundling and orchestrating
their existing resources with newly introduced resources in the course of pursuing a new business
opportunity or pioneering a market to efficiently enforce their EO strategies.

6. Conclusions

This study investigated the important situational factors that maximize the effect of EO on firm
performance. Based on our empirical analysis of data collected from 301 manufacturing and service
firms in Korea, we found that both the firm resource orchestration capability and environmental
dynamics played positive moderating roles in enhancing the effect of EO. In addition, this study
also highlighted the importance of interaction between the three factors—EO, the firm resource
orchestration capability and environmental dynamics—for enhancing firm performance. Thus, this
study has contributed to uncovering the factors that can maximize the effect of EO on firm performance.
Despite its limitations, our research on substantial moderators provides useful insights for firms that
wish to enhance the effectiveness of entrepreneurship and the key conditions which drive sustainable
growth of a firm.
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