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Abstract

:

The paper investigates the relationship between entrepreneurial orientation and sustainable firm performance with the mediating role of innovation output in family and non-family businesses in the post-transition economy. In order to analyze these relationships, quantitative research on a sample of 322 Polish organizations was conducted. The research results show a few differences between family and non-family businesses concerning the influence of entrepreneurial orientation on innovativeness and sustainable organizational performance. Moreover, the study reveals the critical role of the proactiveness dimension in shaping long-term firm performance.
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1. Introduction


The entrepreneurial orientation (EO) of companies refers to their “processes, practices, and decision-making activities that lead to new entry” ([1], p. 136) and, consequently, it reflects their “strategic posture towards entrepreneurship” ([2], p. 1579). The concept of EO [3], developed by Miller [4], is recognized as one of the most established concepts in management sciences [5]. Therefore, it has been a dominating concept in entrepreneurship research in recent years [6,7]. Although there have been various ideas regarding EO dimensions [8], the research instrument developed by Covin and Slevin [9] is most frequently used to measure entrepreneurship orientation [10]. Thus, the research commonly uses three key dimensions of EO [11]: innovativeness, risk-taking, and proactiveness. However, other approaches to the internal structure of EO are also present in the literature [12], and there are numerous proposals for the reconceptualization of the EO construct and discussions around it [2]. For example, Anderson, Kreiser, Kuratko, Hornsby, and Eshima (2015) proposed two other dimensions of EO. These cover entrepreneurial behavior (innovativeness and proactiveness) and managerial attitude towards risk.



According to the EO concept, enterprises can be more or less entrepreneurial. It depends on how much their management strives to innovate, how aggressively it enters new markets, and to what extent it accepts risk (its specific level) in the search and use of new opportunities [2]. Therefore, the EO is a precondition for the companies’ competitive advantage in the contemporary turbulent and globalized environment. An important implication for companies is to shape EO to ensure innovations, the implementation of which will have a positive impact on the results [13,14]. Innovations are a significant manifestation of entrepreneurial behavior and at the same time are recognized as a factor improving companies’ results and playing a unique role in creating a competitive advantage, and the survival of enterprises, especially in the long term [15].



Numerous studies investigated EO in different contexts [16]. They covered various determinants of EO, including psychological ones [17]. They also explored the impact of innovation (input and output) on firms’ performances. Interestingly, there is little research considering the role of implemented innovations (innovation output) in the relationship between EO and performance in family businesses (FBs) compared to non-family (NFBs) ones [18,19,20,21], although these two types of companies differ significantly in many fields. Furthermore, most research on these phenomena concerns the USA and highly developed Western countries [22,23]. Thus, there is a need to examine the relationship between EO and performance in FBs and NFBs in post-transitional economies. The present study seeks to fill this gap. It explores the relationships between EO and firm’s performance in FBs and NFBs in Poland. This country transformed from a centrally planned economy to a market economy after 1989.



The main aim of the research presented in this paper was to determine if the relationship between EO, innovation output, and sustainable organizational performance is different for family and non-family businesses. In particular, this study focused on finding the answer to the following research question: “Are family and non-family businesses different when it comes to relationships between entrepreneurial orientation, innovation output, and sustainable firm performance?”.



This study contributes to academic research and business practice. First, its results support the theory of FBs, as they reveal the differences between FBs and NFBs concerning the effect of proactivity on firm performance. Second, this study’s outcomes enrich EO theory because they provide additional information about the key dimensions of EO. Moreover, by showing that proactiveness helps implement novel and valuable ideas, this study delivers arguments for FBs and NFBs’ managers to strengthen their companies’ proactiveness. Finally, this study develops the knowledge on post-transitional economies, as it was conducted in Poland, a country that, until 1989, was a centrally planned economy.




2. Literature Review


2.1. The Differences between Family and Non-Family Businesses


Family businesses are firms where the owner finds the company as a family, family members own at least 50% of the shares, and at least one family member is involved in the company’s management [24]. The family is understood as a specific social group related by marriage, biology, or adoption, including people also related by effect, commitment, dependence, and cooperation [25]. Among researchers of family enterprises, there is a justified belief that various aspects of the family affect management structures and processes, innovation, entrepreneurship, and financial efficiency [26].



Comparative analyses of various aspects of FBs and NFBs are carried out for two main reasons. Firstly, FBs hold an essential role in the economies of most countries [27], or even dominate the structure of their enterprises. It is estimated that FBs constitute 60% (Denmark) to even 98% (Cyprus) of all enterprises [28]. In Poland, FBs may constitute more than 70% of the small- and medium-sized enterprise (SME) sector. However, still the data on this issue vary significantly, depending on the research methodology (between 70% and 90%) [29]. Family businesses’ positive impact on the economy’s development, employment growth, and social welfare is widely appreciated [26].



Secondly, research confirms numerous differences between the two categories of enterprises [30], although the FBs also vary significantly [31]. The differences found between FBs and NFBs are, among other things, the innovation level, entrepreneurship, and entrepreneurial orientation (EO) [32]. The involvement of the founding family in the management of the company and its ownership, focusing on economic and non-economic goals (including handing over the company to the next generation), results in many differences between FBs and NFBs [33]. The presented research results on the typology of FBs allow for a better understanding of the differences between these enterprises and others (NFBs), especially in the field of entrepreneurship and innovation, which are determined by various combinations of factors related to both family and the characteristics of the environment or the involvement of non-family managers [31]. Some research results confirm that FBs are less innovative than NFBs [34]. Still, at the same time, other studies indicate that, generally, there are no significant differences in the level of innovation between FBs and NFBs [35]. Some articles reveal that FBs are more innovative than NFBs [14].




2.2. Entrepreneurial Orientation and Sustainable Performance in Family and Non-Family Firms


As already mentioned, the entrepreneurial orientation (EO) of companies refers to their “processes, practices, and decision-making activities that lead to new entry” ([1], p. 136) and, consequently, it reflects their “strategic posture towards entrepreneurship” ([2], p. 1579). ”Research examining the relationship between EO and business performance shows that EO leads to higher and more sustained firms’ performance” [36,37]. Notably, that relation appears, although they use various measures, to be financial as well as non-financial, to capture enterprise performance. Among these measures, subjective measures of financial performance are most commonly employed. These include sales growth and return on investment (ROI), net profit in the last three years, or net profit in the last three years compared to major competitors [28].



Studies that have examined the EO–performance relationship in family businesses generate inconsistent results [12,38,39]. The positive influence of EO on family firm performance has been found by Hernandez-Perlines, Covin, and Ribeiro-Soriano [40]. Their study indicates that socioemotional wealth preservation concerns positively influence entrepreneurial orientation and family firm performance. Their findings also show that concern for socioemotional wealth preservation positively moderates entrepreneurial orientation’s influence on family firm performance. Similarly, Lee and Chu [39] point out that EO positively impacts family firms’ performance. Their study reveals that EO is potently associated with concurrent and sustaining performance when family ownership is combined with active family management and control. Nevertheless, that study also shows that the EO–performance relationship becomes insignificant in family firms where family governance is passive. The authors conclude that active family governance alleviates agency problems and facilitates stewardship within family firms. On the other side, a study by Arzubiaga et al. [41] shows that the link between entrepreneurial orientation and performance is more vital in family firms with lower family involvement levels. Furthermore, their findings highlight that this relationship’s strength is growing in family businesses with higher levels of gender diversity on the board. The EO–performance relationship and family members’ role in top management teams have also been explored by Calabrò et al. [42]. They found that identity-based solid faultiness negatively moderates the relationship between EO and family firms’ performance even when the top management team comprises only family members. Moreover, they revealed that strong knowledge-based faultiness increases the positive impact of EO on family firms’ performance.



Lumpkin, Brigham, and Moss [43], referring to the mixed results of previous research on EO and profitability in family businesses, highlight that the typical positive relationship between EO and companies’ performance may be more complex in family than in non-family businesses. They state that family firms’ long-term orientation is positively associated with innovativeness, proactiveness, and autonomy. However, it is negatively associated with risk-taking and competitive aggressiveness. It reveals that not all five dimensions of EO (innovativeness, proactiveness, risk-taking, competitive aggressiveness, and autonomy) are equally crucial for family firms’ performance. Namely, only proactiveness, competitive aggressiveness, and autonomy are significant for family businesses.



Hence, the research results above indicate that it is still unclear whether the EO has the same or a diverse impact on the performance of FBs and NFBs. The fact is that family firms have their character [44]. They are based on family ownership, active participation of family members in company management [39,45,46], and multigenerational succession [47]. Thanks to the unity of ownership and management, agency problems are reduced there, and decisions can be made faster than in non-family companies. Therefore, family businesses can flexibly react to changes taking place in the market [39]. However, only some family firms are proactive in their environment [48]. Instead, many develop conservative innovative strategies [49] and are “reluctant to change and highly committed to their status quo” ([50], p. 312). By focusing on handing over the business to future generations, family businesses often avoid risky ventures [51] and, on average, are more risk-averse than non-family firms [52]. Such characteristics of family businesses may result in differences between them and non-family firms in terms of EO, reflecting “the organizational processes, methods and styles that firms use to act entrepreneurially” ([1], p. 139). Thus, it can also affect the EO–performance relationship, when performance is considered in terms of company profits. Considering that, and based on the resource-based view (RBV) theory highlighting the role of idiosyncratic resources that are complex, intangible, and dynamic within a particular business unit in the behavior of a company [53], we assume that:



H1. 

There are no significant differences between the impact of EO on the sustainable firm performance in family and non-family businesses.






2.3. Innovation and Sustainable Performance in Family and Non-Family Businesses


Innovation is a key economic development factor that plays an essential role in the competition in enterprises and economies [32]. It is critical in ensuring survival and dealing with competition by delivering value to customers/recipients [54,55]. Innovation can result in gaining more customers, improving a company’s image, increasing sales and profits, or enabling entry into a new market. Research endeavors on innovation conducted so far mainly employ the approach which focuses on implementing new products. However, companies are sometimes mainly oriented towards this course of action. They may be interested in other types of innovation—for example, creating new business models or new markets [3].



According to the latest edition of the Oslo Manual [56], business innovation is defined as new or improved products or business processes (or a combination thereof) that differ significantly from previous products or business processes and that were introduced to the market or introduced to the company’s operations ([56], p. 68). T Oslo Manual distinguishes two types of innovations: product innovation and business process innovation. The study of other types of innovations, going beyond product innovations, are mainly taken into account by the EO concept (its innovativeness dimension). It is essential not only because of recognizing and confirming the impact of other types of innovations (apart from product innovations) on business results, but it also confirms various manifestations of entrepreneurship [3].



In this research, innovation is treated as a dependent and independent variable—signifying its determinants and the results of the innovation activity observed in the organization. Innovations depend on many factors, both external [57] and internal [35]. However, in FBs, diverse factors affect innovation. The literature shows the role of familiness [42,58,59], family involvement [60,61,62], family ownership [63], and investments in innovation activities [60]. The literature presents the research results in positive [64] and negative relations between family involvement and expenditure on innovation in family enterprises [60,65].



It should be noted that the FBs and NFBs’ innovation research considers both the innovation input and output approach [58,65]. Innovation is measured differently in research with the input innovation approach (here, mainly R & D expenditures) and differently with output innovation (here, mainly patents, number of innovations implemented) [66]. Research from the position of innovation input (R & D) in the context of the absorptive capacity performance of R & D confirms the differences between FBs and NFBs [67]. We have focused our attention on the innovation output. The differences in the level of innovation output in FBs and NFBs are confirmed by comparative studies on these categories of enterprises [32,35].



Most studies indicate a positive relationship between innovation and company performance [68,69]. Such results were found for large companies, as well as for small- and medium-sized enterprises [70]. At the same time, some studies show that these relationships may be context-dependent and, therefore, not always obvious [68,71].



To sum up, comparing the innovativeness of FBs and NFBs, there are divergent conclusions that family businesses are less innovative [72,73], or others emphasizing they are more innovative than their non-family counterparts [14]. Although they are unclear, the research results on innovation in FBs confirm the family’s multidirectional influence on innovation processes which affects innovation output [74].



When analyzing the relationship between innovation and sustainable performance in FBs and NFBs, it should be emphasized that these differences are not only a consequence of family involvement in the enterprise, but relate to the structure, strategy, goals, and resources of these entities [75].



H2. 

Innovation output influence on sustainable firm performance is stronger in family firms, compared to in non-family businesses.






2.4. The Influence of the EO on Innovation Output in FBs and NFBs


Oslo Manual [56] points out that innovations in the organizations result from a diverse set of factors. Innovative activity, which is supposed to lead to innovation outcomes, requires, in particular, formal top management behaviors consisting of “evaluating opportunities for introducing changes, for example, through the use of analysis, creativity, and problem-solving methods” ([56], p. 86). The research on EO and service innovation relationships confirmed the positive relationship between the two dimensions of EO—risk-taking and proactive activities and innovation—but the negative relationship between autonomy and innovation. In turn, Pérez-Luño, Wiklund, and Cabrera [76], examining the relationships between proactivity and risk-taking and the number of innovations a firm generates, confirmed that these relationships turned out to be positive only in the case of a high number of innovations generated by a firm. Moreover, some studies show that risk-taking and risk aversion [77] are positively related to FBs’ innovations.



At the same time, attention should be paid to another aspect of the relationship between EO and implemented innovations, as mentioned by Covin and Wales [3]: not all innovations implemented in an enterprise have to be the result of strategic top management behaviors. Some innovations may result from innovative employees’ behavior, the effect of intrapreneurship. On the other hand, the study of entrepreneurial companies characterized by highly innovative abilities does not always allow for fully measuring these abilities (their effect) because the effect can only be reflected in sustainable performance [3], but not necessarily in the number of implemented innovations.



While the influence of EO on innovation in non-family businesses has been highlighted in the literature [78], the case is more complicated in family businesses. Existing research using the EO construct confirms that the relationships between EO and innovations in FBs are complex and may depend on many structural and behavioral variables [41,57]. According to the research, the family nature of the company, including family involvement in management [13], negatively affects the relationship between EO and innovation. In particular, it hinders the ability of family SMEs to turn EO into innovations. Family-dominated boards tend to have less knowledge and experience and are less diversified; they also have less networking capacity [13], limiting their turn of EO into innovations. Family businesses are also limited in terms of professional knowledge. In addition, their lack of social capital limits the innovativeness of a family business [79]. Moreover, previous research conducted in various countries indicates that FBs strive to avoid the risk associated with innovation [74], limiting the scope of investing in new products or services.



It is vital that the different dimensions of EO may influence the implemented innovations in different ways [76], and these relationships are not fully recognized, especially when considering the diversity of innovations. A significant part of the research confirms the differentiation in the level of innovativeness of FBs and NFBs, which may be a consequence of, among other things, differences in the strategic behavior of FBs compared to NFBs. This is more prevalent as the research indicates a particular paradox: FBs implement less innovation based on their abilities and potential than non-family enterprises. However, not all research results are consistent [32].



H3. 

EO influences innovation output more intensely in family businesses, compared to in non-family businesses.






2.5. Innovations as a Mediator in the Relationship between EO and Firm Sustainable Performance


The complexity of the relationship between EO and firm sustainable performance prompts a search for variables that moderate this relationship [80]. As indicated by Lumpkin and Dess [1], the set of variables that can shape the relationship between EO and performance is numerous and includes organizational factors (e.g., strategy, structure, sizes) and environmental factors (e.g., environmental hostility, dynamism, complexity).



Mediating variables [81], such as knowledge-based variables [82] or organizational learning [83], among others, are also the subject of research on the relationship between EO and performance. As our earlier discussion shows, we assume that there is a relationship between EO and innovation, measured by the number of new solutions implemented (innovation output). Potentially, each of the dimensions of EO-innovativeness, risk-taking, and proactivity can impact innovation output, although the relationship may vary in strength and direction. The mediating role of innovation between the two dimensions of EO—risk-taking and proactivity and performance—has been investigated in small firms, and the confirmation of such relationships has been obtained [84]. Other studies have found the partial mediation effects of learning orientation and innovativeness on the relationship between EO and firm performance [85].



Similarly, from the analyses cited above, innovation output remains tied to performance, including the amount of business innovation implemented. As noted, most studies confirm the positive nature of these relationships, and few studies on the relationship between innovation and business performance show the absence of such relationships [86]. It should be noted that the identification of the relationship between innovation and corporate performance is related to the methods used to measure them, both innovation [66] and corporate performance, as well as the time perspective of the effects. In addition, in our further study of the relationship between EO and performance, the status of the enterprise (family or non-family) is taken into account. As indicated in our article, the differences between FBs and NFBs may affect the diverse level of their innovation, as confirmed by the studies cited above. However, many contextual factors may influence the benefits of innovation and sustainable firms’ performance [70]. To summarize the analyses presented so far, in which we have tried to show that EO affects innovation and innovation affects performance, we propose the following hypothesis:



H4. 

Innovation output mediates the relationship between EO and sustainable firm performance in both FB and NFB.







3. Materials and Methods


A summary of the hypotheses tested in this research can be found in Figure 1.



3.1. Sample


To study differences in relationships between EO, innovation, and sustainable firm performance in family and non-family businesses, we conducted empirical research on 322 Polish organizations. The pairing process was performed as suggested by Amann and Jaussaud [87]. In addition, the pairing process was done during the sample selection (sending invitations to companies and performing interviews) to guarantee 1. the equal number of family and non-family companies in the final sample; 2. comparability of two samples; 3. guaranteeing that every family firm of a certain size has its similarly large non-family counterpart. The sample selection strategy was as follows. In the first step, from the database of 10,009 companies, market research company responsible for data gathering randomly selected 600 family and 600 non-family companies. Companies were further paired according to their size (micro, small, medium, large). Then, the company sent invitations to participate in the research to pairs of companies. From this sample, 251 completed questionnaires were obtained by interviewers. Since the sample size was still below 350 minimum sample size for detecting the effects of EO on firm performance (to estimate minimum sample size to detect effects we used a-priori sample size calculator for structural equation models created by M. Soper (https://www.danielsoper.com/statcalc/calculator.aspx?id=89, accessed on 1 May 2019), the market research company collected another 123 filled-in questionnaires using an online survey; it gave us 374 responses in total. Further, during the response analysis, we excluded 52 incomplete or mismatched answers, leading to 161 pairs of family businesses and their non-family counterparts. The data were gathered between September 2019 and January 2020.



Finally, the sample was composed of 161 family and non-family business pairs. We understood a business as family-owned if: at least 50% of shares were in the control of family members, when the owner described a company as a family one, and when there was at least one family member engaged in the management of the company [24]. It is worth noting that in Poland, the FB category is more homogeneous than in other countries in terms of age (most were established in the last 30 years), in terms of size (most are micro and small companies), and in terms of ownership (the majority are 100% owned by one family) [88].



To test differences between two subsamples, we calculated the t-test for the differences in means assuming unequal variances of entrepreneurial orientation, firm performance, and innovation output, as measured by the number of innovations. The comparisons of data from the first and second round are given in Table 1.



As seen from the table above, data gained from the first and second rounds are different—in particular, means are lower than in the second round. We expect it to be due to the inherent characteristics of the studied companies and the composition (proportion) of family and non-family businesses in the two drawings. The ratio in the first round was 151 family firms and 72 non-family ones. In the second round, there were only 10 family firms selected for the research, and 89 non-family companies were researched.



In cases of family businesses, respondents were owners or high-level managers, and in referrals to non-family companies, they were either CEOs or high-level managers. Although the aim was to gather the data so that there would be an equal number of family and non-family businesses in terms of firm size and profile, this attempt failed in the data-gathering process. Finally, the sample structure is as follows (Table 2).




3.2. Analysis Methodology


The data analysis started with the computation of frequencies concerning family and non-family businesses in terms of company profile and size (Table 2 above). These were calculated in Stata for Mac. Then we proceeded with checking the reliability of scales using Cronbach’s alpha coefficients [89] for constructs. In the following step, confirmatory factor analysis was carried out on sustainable firm performance and entrepreneurial orientation. These were computed in Mplus for Mac. For sustainable firm performance, we predicted, according to the scale use, a single factor structure of the construct [90]. For entrepreneurial orientation, considering previous suggestions by Kreiser, Marino, and Weaver [91], we tested three dimensions: innovativeness, proactiveness, and risk-taking. After confirming three-dimensional structure of the construct, Cronbach’s alphas were calculated for each construct separately to check for internal consistency.



In the following step, Pearson correlations and descriptives were calculated between constructs. For this instance, metavariables were used, as suggested by Wójcik-Karpacz, Kraus, and Karpacz [92]. The analysis was carried out in Stata. This allowed for identification of relationships between constructs and allowed for further analysis. In the following steps, we checked for multicollinearity between constructs. To this purpose, we first calculated correlations, then regressed dependent variables on independent variables, and finally used the command VIF (all computed in Stata for Mac). Checking for Variance Inflation Factors allows for the identification of multicollinearity between variables, which may prevent a further misinterpretation of results [93].



Further, structural equation models of relationships were calculated in Mplus for Mac, considering the internal structure of sustainable firm performance (single latent variable) and entrepreneurial orientation in three dimensions (innovativeness, proactiveness, and risk-taking). We started with a model composed of only sustainable firm performance (main dependent variable) and control variables: size and age of a company (decimal logarithms of the firm’s size and age were used to standardize the data). Next, we added entrepreneurial orientation dimensions to the model (a main independent variable). Finally, innovation was added to the model as a mediator. In every case, analysis was performed following recommendations provided by Muthen and Muthen for multigroup latent structural equation modeling [94]. In practice, for each step we calculated two models: the first with all parameters constrained and the second with parameters unconstrained, considering that samples of family and non-family businesses were independent. To test the differences between models, using chi-square and degrees of freedom, right-tailed probability of the chi-squared distribution in MS Excel was calculated. This allowed for the comparison of models created for family and non-family companies [95].




3.3. Measures


Sustainable firm performance was measured using a modified five-item scale originally suggested by Antoncic and Hisrich [90] (Cronbach’s alpha = 0.8622). The studies recognized that comparisons with competitors are an important issue for evaluating effectiveness [8]. Therefore, the subjective indicators previously developed by Antoncic and Hisrich [90] were used, replacing the term “closed cafeterias” with a seven-point Likert scale to obtain correspondence to other measures. The scale was previously used in Polish conditions in this form and proved its validity and reliability. Respondents were asked how they compared with their main competitors in the last three years on average annual employment growth, average annual sales growth, market share measured by the volume (volume) of sales, market share measured by sales value, and net profit (sample item: “Average annual employment growth over the last three years compared to major competitors”). Since previous studies reported a single factor structure of the scale, we performed confirmatory factor analysis in mPlus 8.0. RMSEA equaled 0.041, and CFI and TLI achieved 0.996 and 0.992, respectively, which confirms a single factor structure.



Entrepreneurial orientation is frequently measured in three aspects [96]. However, some studies report five dimensions [1,97,98]. In this vein, Wales et al. [7] suggest enriching the concept with diverse combinations of EO dimensions. In our study, EO was measured using a scale proposed by Kreiser, Marino, and Weaver [91], which is an adaptation from the original Covin and Slevin scale [9,99] and was also tested in Polish conditions [100,101]. It consists of 8 questions related to three constructs: innovativeness, proactiveness, and risk-taking. The scale used a selection procedure on a continuum, the ends of which have detailed descriptions, and the answers were given using a five-point Likert scale. Innovativeness was measured using three items (sample question: “Senior management in the company in general: Emphasizes marketing of tried and tested products/services—Emphasizes research and development, innovation, development of new products/services”; Cronbach’s alpha = 0.7388). Proactiveness was measured using 3 items (sample question: “When dealing with competitors, our company: responds to actions initiated by competitors—starts actions itself, which are later responded to by competitors”; Cronbach’s alpha = 0.7432). Risk-taking was measured using 2 items (sample question: “Senior management in our company is generally in favor of: undertaking low-risk projects (with normal and certain profitability)—undertaking high-risk projects (with a chance of high profitability)”; Cronbach’s alpha = 0.8072). Cronbach’s alpha for the whole scale equaled 0.8804.



The innovation output (a mediator in our study) was measured following the Oslo Manual [56] recommendations as the number of innovations implemented within the last three years in respect to products, processes, marketing, and organizational innovations (as a sum of innovations generated and implemented by a company) (sample question: “Has a new or improved product or service been implemented in the last 3 years that is significantly different from the company’s previous product or service and has been introduced to the market? If so, please specify how much?”). In addition, we took into account several management innovations, defined as new management methods in the field of planning combined with the implementation of new organizational structures and incentive/remuneration/control systems [102]. We included the total number of innovations of all types for our analysis and calculated the logarithm to normalize the scale.



To avoid distorting the study’s results by the influence of exogenous factors, we took into account two control variables—the age of the company and its size. We included the company’s age, which is often defined as an important factor explaining the firm’s performance [103]. The company’s age is measured by the number of years from its foundation.



Firm size is often perceived as an important factor explaining the company’s high efficiency [10] and innovative abilities [104]. Moreover, it is a control variable that has been taken into account in many previous studies testing the relationship between EO and sustainable firm performance [105]. Firm size was measured by the number of employees (full-time equivalents).





4. Results


To better understand our data, we firstly calculated the descriptive statistics and Pearson’s correlations between research constructs (calculated as means). We noted that the logarithms were calculated for the number of employees (size of a company) and number of years in the market (age of a company) to bring them to scale (see Table 3).



The analysis of Table 3 leads us to conclude that firm performance is strongly connected to proactiveness, risk-taking, innovativeness, and innovation output. Correlation coefficients indicate there should be statistically significant relationships between independent variables and organizational performance. However, the direction of these relationships needs to be further examined. All three entrepreneurial orientation dimensions are significantly correlated. Furthermore, innovation output is related to all three dimensions of entrepreneurial orientation. The size of a company appears to correlate moderately with organizational performance and innovation output. It is also significantly related to all three entrepreneurial orientation dimensions. Finally, the age of a company correlates with innovativeness and risk-taking and covaries with the company’s size.



The analysis of the correlation table allows for stating that there are significant relationships between individual constructs, but to gain a deeper understanding and verify hypotheses, further analyses are needed.



Moreover, the review of Table 3 reveals significant correlations between all three dimensions of entrepreneurial orientation (ranging from 0.617 to 0.727). Due to these high correlations, we decided to check for multicollinearity between variables. For this instance, we calculated variance inflation factors in Stata for Mac. The table with the results is presented below (Table 4).



The analysis of variance inflation factors reveals a low probability of multicollinearity that would affect further analyses since VIF are significantly lower than 5. Thus, we decided to dig deeper into the data to analyze the relationships between all the constructs. We decided to employ structural equation model to gain a deeper understanding of the relationships and test hypotheses while verifying all the relationships at once, giving the researcher the ability to grasp the big picture of the studied associations. We decided to analyze the data by gradually increasing the complexity of the model—we calculated three research models. In the first one, we regressed sustainable firm performance (a latent variable) on the logarithm of size and the logarithm of the age of an organization. The second model is enriched with the influence of the entrepreneurial orientation dimensions: innovativeness, proactiveness, and risk-taking (all treated as reflective constructs—latent variables) on the sustainable firm performance (also analyzed as a reflective construct). Finally, model three accounts for the mediating effect of innovation output (measured as the decimal logarithm of a number of innovations generated in the recent three years) in the relationship between entrepreneurial orientation and firm sustainable performance. The model estimation results are provided in Table 5.



For clarity, below, the estimated models in family and non-family firms are presented in Figure 2 and Figure 3, respectively.



Models were estimated using multigroup analysis in MPlus for Mac. In order to compare if there are significant differences between family and non-family companies (i.e., differences in the internal structure of constructs and differences in the relationship between constructs), every model was computed two times. In the first estimation, the so-called “restricted” model was calculated, which did not account for differences between family and non-family firms (respective relationships were set to be equal in both types of firms). Next, the relationships were “freed up,” and the unrestricted model was calculated (it produced two separate models: one for family and one for non-family organizations). The restricted to unrestricted model is compared using the right-tailed probability of the chi-squared distribution in MS Excel by comparing the chi-squares and degrees of freedom of these two models. It should allow for answering the question of whether the differences between family and non-family businesses are significant enough to claim the differences in the relationships between these two types of organizations.



All the above suggests a question: are family and non-family businesses significantly different when it comes to relationships between entrepreneurial orientation, innovation output, and sustainable firm performance? The comparison of restricted and unrestricted models shows that the differences, although visible in a detailed analysis of the content of the models, are not significant enough to fully distinguish family and non-family companies, taking into account the context of the study (Poland). The right-tailed probability of the chi-squared distribution was insignificant, with p = 0.548 for the model presented in Figure 2 and Figure 3. Thus, from the analytical point of view, constrained and unconstrained models are relatively similar. Although models are not significantly different, it is worthwhile to focus on individual differences between FB and non-FB regarding individual paths and relationships. Focusing on the main implications from the analysis of Figure 2 and Figure 3, we conclude what follows: First, age negatively influences sustainable firm performance in non-family businesses (β = −0.405; SE = 0.197; p = 0.039), while it is unimportant for their family counterparts (β = −0.240; 0.224; 0.284). Secondly, innovativeness is negatively associated with sustainable firm performance (β = −0.581; SE = 0.284; p = 0.041) if we analyze the whole sample, but it is irrelevant when a sample is divided into two groups of companies. Thirdly, proactiveness is positively associated with sustainable firm performance in family businesses (β = 0.547; SE = 0.213; p = 0.010), while it is unimportant in their non-family counterparts. Fourthly, these study results reveal that risk-taking is irrelevant for sustainable firm performance, both in family and non-family companies, as a part of entrepreneurial orientation. Fifth, the number of innovations is positively related to sustainable firm performance in family businesses (β = 0.431; SE = 0.178; p = 0.016). However, it is not significant in non-family companies (β = 0.663; SE = 0.751; p = 0.377). Finally, innovativeness, as an EO dimension, is positively associated with a number of innovations in family businesses (β = 0.317; SE= 0.140; p = 0.024), but it is not in non-family companies.




5. Discussion


The main aim of the research presented in this paper was to determine if the relationships between entrepreneurial orientation, innovation output, and sustainable organizational performance are significantly different in family and non-family businesses. We conducted quantitative empirical research on the sample of 322 Polish organizations, composed of 161 family and non-family business pairs, selected from the database of 10,009 organizations. We used multi-group SEM to analyze relationships between entrepreneurial orientation dimensions, innovation output, and firm performance. Our methodology involved comparing of two models—one created for family and one for non-family businesses. Although estimated models are not significantly different, by focusing on individual differences between family and non-family businesses regarding individual paths and relationships we can indicate the critical role of the proactiveness dimension in shaping firm performance, according to the results of our research. There is no mediating role of innovativeness in the relationship between entrepreneurial orientation and firm performance, neither in the family nor in non-family businesses. A summary of hypothesis testing is provided in Table 6.



Our research results prove there are a few differences between family and non-family businesses concerning the influence of entrepreneurial orientation on innovation and sustainable firm performance. This might be explained considering that family and non-family businesses were established in similar years after the political transformation (all the changes initiated in Poland in the 1990s, which were focused on building a free market, creating a civil society, and democratization). They use the same operation patterns—management methods characteristic for large corporations, which are copied and imitated due to unlimited access to information. This does not exclude the existence of other differences between family and non-family businesses in transition economies. Rebernik and Širec [110], based on a GEM study, found that: “There is a distinct pattern of differences between family businesses and non-family businesses. In all geographic regions, the percentage of highly innovative non-family businesses is higher than that of family businesses. This difference is the biggest in the European economies, where the proportion of highly innovative non-family businesses exceeds the proportion of highly innovative family businesses by 10%” (p. 16). Perhaps the differences between FBs and NFBs are revealed depending on the stage of development. It should be noted that the majority of family businesses are in a pre-succession phase (they were created after the political and economic transformation), and thus have similar roots as their non-family counterparts. We cannot exclude the possibility that differences between companies develop over time, and in developed economies, they might be more evident.



The analysis of the results shows that H1 must be verified positively, as there are no significant differences between the constrained and unconstrained models as measured by the right-tailed probability of the chi-squared distribution. However, getting into the details shows the differential effect of proactivity on sustainable firm performance in family and non-family companies. In the literature, we can find many studies attempting to find the relationship between entrepreneurial orientation and firm performance. Usually, the influence of entrepreneurial orientation on efficiency or growth is determined or moderated by many additional variables. Therefore, it is also worth paying attention to various types of moderators that regulate the relationship between EO and sustainable firm performance [6]. Researchers pay attention mainly to the influence of the environment [111]. Still, it is possible to indicate other potential moderators, such as organizational culture, organizational climate, transformational leadership [112], managerial power [113], and organization design, especially in the dimensions of the degree of centralization and the level of formalization or organizational strategy.



Referring to the second hypothesis (H2), our research results reveal significant differences between family and non-family businesses regarding the influence of innovation output on sustainable firm performance. These two constructs were significant in family businesses and insignificant in non-family ones. Thus, it brings support to our hypothesis H2. However, the relationship is diverse from what we initially supposed. The average levels of innovation and performance in family and non-family businesses are very similar. Thus, the difference has to be attributed to the diverse influence of innovation on performance in these two types of companies. This clearly shows the necessity of in-depth qualitative-based studies in this respect. Our results prove that innovation is a significantly more robust predictor of performance in family businesses than in non-family ones.



Concerning hypothesis H3, innovativeness as a dimension of entrepreneurial orientation influences the number of innovations in family businesses, but the number of new products or solutions is nonsignificant in non-family businesses. Both innovativeness and risk-taking dimensions play an unimportant role in shaping the number of new products, services, or organizational solutions. It signifies that orientation on proactiveness in family businesses leads to more innovations than in non-family businesses. Proactiveness helps implement novel and useful ideas, proven by our results. Therefore, managers and owners of a family business should focus their attention on strengthening proactiveness by formulating goals that may appear bold and challenging—such as introducing new products or services, new ventures, and entering new markets; however, proactiveness strategies seem to lead to innovative actions and outcomes [114]. It is worth emphasizing that proactiveness does not just refer to responsive behavior against the market environment, but is related to careful observation of the context of the opportunities it offers and the ability to anticipate future needs and expectations [115]. The organization should learn to act in advance, not only to react to changes or phenomena that have already occurred, which leads to being “first in the market” [98].



Our research results show no mediating role of some innovations in the relationship between entrepreneurial orientation and sustainable firm performance (H4), neither in the family nor in non-family businesses. This falsifies assumptions indicated in hypothesis H4. This might be due to the distant relationship between innovation and sustainable firm performance, as measured in our research [116]. This research shows a positive correlation between entrepreneurial orientation and firm performance. However, it is doubtful whether this dependence is constant over time or whether the positive result of the activity is only temporary. Wiklund [96] shows that this relationship strengthens over time, and investments in entrepreneurial orientation pay off in the future. A critical issue indicated by some researchers [117] is how to measure innovation output, as many indicators seem to show some weaknesses, which can cause research bias. Contradictory to what is suggested in Oslo Manual [56], we suggest using relative indicators to measure innovation output. The ratio of the number of innovations to the number of employees would be a better indicator of the innovativeness of a company than the number of innovations per se. Further innovation output research also seems necessary to consider the types of innovation—radical and incremental.



The lack of significant differences between models might be explained by studying the very phenomenon of entrepreneurial orientation. It exists in both family and non-family firms [118], thus its nature remains to some extent the same. Although, the impact of different dimensions of entrepreneurial orientation on innovation and sustainable firm performance might be slightly different, and that is what we observed in our study. Thus, we dug into the data in searching for small, albeit important, differences, and the one we were able to locate is related to the influence of proactivity on sustainable firm performance, which was significant for family firms and insignificant for non-family firms. The same applies to the path between innovation and sustainable firm performance, which was important in family and unimportant in non-family firms. However, these dissimilarities do not alter models enough to claim that the two created models are significantly different.



When interpreting the results of our research, it should also be emphasized that family firms are not a homogeneous set, and their heterogeneity has not only been confirmed in numerous studies [119,120], but research also shows implications for the management of FBs [121]. According to our study findings, evidently, in most cases, larger companies generate more innovations. This might hinder the research results while considering the size as a control variable. The research requires a more detailed examination of company size as a variable for the EO–performance relationship [1,6,105,122].



Like other researchers [123], we believe that contextual variables, including those describing the context of a given country or region, deserve special attention in further research. Individual countries are characterized by specific cultural, political, or institutional differences that affect entrepreneurial behavior [123]. These differences may additionally result from the current stage of socio-economic development, the transformation of the economy, and the accompanying social changes taking place in countries such as Poland. Compared to the transforming economies (CEE countries), mature economies create different conditions for entrepreneurs to operate; the level of development of innovative ecosystems is different, and the level of trust as social capital or the level of entrepreneurial intentions is also different.




6. Conclusions


6.1. Summary


The main purpose of the research presented in this article was to examine the relationship between entrepreneurial orientation and firm performance, taking into account the mediating role of innovation in family and non-family enterprises in the post-transformation economy. Quantitative research on a sample of 322 Polish organizations was carried out to reach that aim. The research results indicate few differences between family and non-family enterprises in the case of the impact of entrepreneurial orientation on innovativeness and firm performance. The study’s outcomes contribute to academic research and business practice. First, the study’s results support the theory of FBs, as they reveal the differences between FBs and NFBs concerning the effect of proactivity on firm performance. Second, by showing that innovativeness, perceived as a posture in FBs, helps implement novel and valuable ideas. The paper provides arguments for FBs’ and NFBs’ managers to focus on strengthening firms’ proactiveness.




6.2. Theoretical Implications


Differences between FBs and NFBs, or the lack of them, may result from family businesses’ characteristics in a given country. In Poland, there are no differences between family and non-family firms in terms of the impact of EO on firms’ profitability, as there are many similarities between those two groups of companies. It is mainly because FBs and NFBs were established after the transformation in 1989. Thus, many family firms in the Polish market have not yet passed their first succession. So, these businesses are comparable in many ways, e.g., our previous research did not show any differences in the level of their innovativeness [124]. The presented research shows how complex the relationships between EO and sustainable firm performance are, especially when considered in the context of implemented innovations. This indicates the need for further research on these relationships. Our research results prove that the orientation of a company, no matter the strength and direction, has a limited effect on actual performance measures, such as innovation output—i.e., the number of novel and valuable products, services, management methods, or sustainable firm performance. This is in line with the arguments and research results of Rezaei and Ortt [125]. They point to the fact that although EO is usually positively related to performance, such a relationship should be explained more complexly, distinguishing different types of performance connected strictly to different functions of a company, as EO dimensions are related to them in diverse ways. Managers striving to increase a firm’s sustainability should focus not only on overall performance, but also on types of functional firm performances. What is more, it is worth emphasizing that focusing on EO cannot only be declarative, but requires the management to commit and take actual actions to increase performance [126].



Trying to explain the relatively weak relationship between EO dimensions and innovation output is necessary to consider the role of financing novel and valuable organizational solutions. Focusing on entrepreneurial posture and mindset, as represented by the EO dimensions, does not guarantee the introduction of new products, services, or practices. For most innovations in organizations, financial resources or, in more extreme cases, availability and access to external financing are critical. To a large extent, previous profits and good relationships with investors seem to affect the effectiveness of innovation activities. As a result, the relationship between innovation and performance may be treated as mutual, which means that these organizational outcomes are, in fact, interrelated. On the other hand, this does not exclude the possibility of testing a reversed relationship, where sustainable performance and the ability to generate profits influence innovation output [127].



It is also worth noting that key decision makers’ actual postures and behaviors, especially in small- and medium-sized organizations, are frequently affected by numerous cognitive biases [128]. Researchers must include the influence of individual differences in management styles, educational background, and previous experience of key players in smaller companies in explaining the managerial approach to innovation [129]. This influence was not tested in our research and requires empirical evidence.



From the theoretical point of view, these research results bring insight into the role of the organizational context and firm characteristics. The lack of significant differences between the model created for family and non-family businesses might be explained by considering their similarities in size and, to a large extent, profile. With the increased access to information and large transparency of organizational actions, it is relatively easy for companies to compete with market rivals successfully and imitate effective actions of larger or more professionally managed companies [130]. This leads to a larger homogeneity of organizations in terms of modes of operations. Previously reserved for the relatively small group of well-managed companies, organizational practices and policies are now available to every decision maker. In addition, the transition of effective practices has occurred within a certain industry and is now available for companies operating in different contexts. Through benchmarking and imitation, companies became more similar, and differences in their effectiveness when implementing innovations may lie in discrete, unobservable behaviors, employees’ competencies, or abilities to make informed decisions.




6.3. Practical Implications


Thus, companies, no matter the size and age, should focus more on implementing novel and useful ideas, especially considering the effect of innovation output on firm performance in family businesses. The situation is more complex in non-family businesses—we did not observe a direct effect of innovation on performance in such companies. This might be due to the temporal separation of cause and effect by which we perceive innovation and firm performance [131]. As Shouyu [132] indicates, the relationship between these two constructs may be indirect, as companies achieve better performance through innovation in diverse ways.



Our study suggests that an especially pro-innovative posture manifested in entrepreneurial orientation in family businesses leads to an increased number of novel and valuable solutions, and new products and services. Thus, in family businesses, creating the proper atmosphere and mindset for innovations should result in more innovations. On the other hand, research results also prove the link between proactiveness and sustainable firm performance. This reaffirms that commitment and personal characteristics are important in driving organizational results, especially in SMEs [45].



The negative influence of firm age on non-family sustainable firm performance draws attention to the problem of older, already experienced, and market-valued companies being less productive. This might be related to the fact that more experienced companies tend to perceive their financial and market standings with more reserve, but it also might mean that younger companies have what it takes to increase their market share. This is most likely due to their higher capabilities to change under adversities and the higher commitment of managers to the everyday life of smaller and younger companies. On the other hand, larger companies report a higher number of innovations (which is easily explainable considering the sheer size, number of employees and ideas generated within, and their larger financial potential to introduce changes). Interestingly, these relationships are insignificant in the family business. This might be due to the commitment of owners of family SMEs to the functioning of organizations, but also their particular and frequently loudly expressed interest in the well-being of a family firm [40]. Ownership, control, and responsibility for family explain the lack of influence of organizational ageing on the performance and innovativeness of family businesses. These postures shall be imitated by non-family businesses to mitigate the negative impact of a firm’s age on performance.




6.4. Study Limitations


It should be noted that the identification of relationships between innovation and the achievements of enterprises is related to the methods used to measure them, and the results of the research may be affected by the measures (measures/indicators) of both innovation and the results of enterprises (performance measurement).



When considering the results of the study presented in the article, it should be taken into account that it was conducted during a pandemic. In this period, many companies were forced to make extraordinary decisions, often deviating from the ones they usually make. Hence, the study results would have been different in other market conditions.



Although the results of the presented research shed some light on the role of entrepreneurial orientation in shaping sustainable performance, the research sample was selected from a set of family and non-family enterprises operating in Poland. Therefore, potential generalizations of the obtained results should be made with caution.




6.5. Suggestions for Future Work


In further research on the relationship between EO and sustainable firm performance at FBs and NFBs, it is worth considering such moderating variables as the level of public support for entrepreneurs, the efficiency of public administration, or other (e.g., national culture). Our research does not provide an unambiguous answer as to whether and to what extent the specificity of the economic development stage influenced their results. Transformation processes and their effectiveness from the point of view of the entrepreneurial orientation of companies play an important role. Therefore, further research is necessary.



Various firm performance indicators are closely related to the multidimensionality of this construct [133]. The relationship between entrepreneurial orientation and firm performance may depend on the indicators used to evaluate them. Taking into account the conceptualizations most often offered in previous studies, the measures of performance could be supplemented with non-financial ones [134], such as enterprise development and profitability [135], or improvement in customer satisfaction, employees’ satisfaction, product quality, and service quality [136]. Moreover, many factors besides entrepreneurial orientation affect the firm performance, and it is difficult to isolate their influence [6].



The cross-sectional character of conducted research has limited our ability to reliably infer the relationship between entrepreneurial orientation and sustainable firm performance. Providing stronger arguments regarding the cause-and-effect relationship between entrepreneurial orientation and firm performance, especially the occurring delays, requires a long-term series of measurements of both variables. However, implementing such a research intention is a real challenge both because of the difficulties in obtaining information in repetitive periods and because of changes in the studied population due to the mergers, acquisitions, and bankruptcy of enterprises. This is particularly important because the cause-and-effect relationship presented in this paper can be reversed. Lumpkin [137], reflecting on increasing the influence of entrepreneurship as a research domain, proposes moving away from dependent variables related to financial efficiency indicators and paying attention to entrepreneurship’s role in learning, adaptation, change, and creativity. This hint suggests reversing the direction of the relationship between entrepreneurial orientation and performance: better performance might also stimulate entrepreneurial orientation [6].
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Figure 1. Research model. Relationships between variables are marked with solid blue lines; H4 hypothesis refers to mediation effect of innovation output in the relationship between entrepreneurial orientation and sustainable firm performance. Moderation effects are marked with dotted orange lines. 
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Figure 2. Relationships between entrepreneurial orientation, innovation output, and firm performance in family firms. Above arrows parameter estimates are given; in brackets standard errors and p-values are provided, bold font size and asterisk are used for statistically significant relationships. 
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Figure 3. Relationships between entrepreneurial orientation, innovation output, and firm performance in non-family firms. Above arrows parameter estimates are given; in brackets standard errors and p-values are provided, bold font size and asterisk are used for statistically significant relationships. 
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Table 1. The comparison of data gathered during first and second round.
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Number of Questionnaires

	
Number of

Questionnaires Excluded

	
Number of Questionnaires Retained

	
Mean and SD Value of EO

	
Mean and SD Value of Innovation Output

	
Mean and SD Value of Firm Performance






	
First round

	
251

	
28

	
223

	
3.21

	
24.35

	
4.53




	
Second round

	
123

	
24

	
99

	
3.02

	
21.11

	
4.41




	
Total

	
374

	
52

	
322

	
3.15

	
23.36

	




	
Difference

	

	
0.19

	
3.24

	
0.12




	
t-test statistic

	

	

	

	
2.030

	
1.477

	
1.096




	
Ha diff < 0

	

	

	

	
Pr(T < t) = 0.9782

	
Pr(T < t) = 0.9296

	
Pr(T < t) = 0.8629




	
Ha diff ! = 0

	

	

	

	
Pr(|T| > |t|) = 0.0435

	
Pr(|T| > |t|) = 0.1408

	
Pr(|T| > |t|) = 0.2743




	
Ha diff > 0

	

	

	

	
Pr(T > t) = 0.0218

	
Pr(T > t) = 0.0704

	
Pr(T > t) = 0.1371











[image: Table] 





Table 2. Profile and size of companies included in the final sample.






Table 2. Profile and size of companies included in the final sample.





	

	
Family

	
Non-Family

	
Total






	
Company Profile




	
Trade

	
18

	
22

	
40




	
Services

	
51

	
60

	
111




	
Production

	
46

	
23

	
69




	
Mixed

	
46

	
56

	
102




	
Total

	
161

	
161

	
322




	
Company Size




	
Micro (1–9)

	
26

	
21

	
47




	
Small (10–49)

	
75

	
87

	
162




	
Medium (50–249)

	
43

	
34

	
77




	
Large (250+)

	
17

	
19

	
36




	
Total

	
161

	
161

	
322
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Table 3. Descriptives and correlations.






Table 3. Descriptives and correlations.















	Variables
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)





	(1) Sustainable firm performance
	1.000
	
	
	
	
	
	



	(2) Innovativeness
	0.325 *
	1.000
	
	
	
	
	



	(3) Proactiveness
	0.500 *
	0.617 *
	1.000
	
	
	
	



	(4) Risk-taking
	0.400 *
	0.727 *
	0.649 *
	1.000
	
	
	



	(5) Innovation output (log 10)
	0.393 *
	0.504 *
	0.479 *
	0.415 *
	1.000
	
	



	(6) Size of a company (lot 10)
	0.211 *
	0.193 *
	0.250 *
	0.161 *
	0.337 *
	1.000
	



	(7) Age of a company (log 10)
	−0.025
	0.121 *
	0.097
	0.117 *
	0.075
	0.282 *
	1.000



	  Mean
	4.498
	3.254
	2.981
	3.269
	1.197
	1.541
	1.223



	  Std. Dev.
	0.916
	0.92
	0.896
	1.058
	0.424
	0.55
	0.275



	  Min
	1.6
	1
	1
	1
	0
	0.699
	0.301



	  Max
	7
	5
	5
	5
	2.079
	2.845
	2.079







* p < 0.05, n = 322.
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Table 4. Variance Inflation Factors matrix.
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	Variable
	Sustainable Firm Performance
	Innovativeness
	Proactiveness
	Risk-Taking
	Innovation Output
	Size





	Innovativeness
	2.47
	
	
	
	
	



	Proactiveness
	2.47
	1.93
	
	
	
	



	Risk-taking
	2.01
	1.79
	1.33
	
	
	



	Innovation output
	1.53
	1.43
	1.22
	1.22
	
	



	Log Size
	1.24
	1.24
	1.22
	1.13
	1.09
	



	Log Age
	1.10
	1.10
	1.10
	1.09
	1.09
	1



	Mean VIF
	1.8
	1.49
	1.22
	1.15
	1.09
	1
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Table 5. Relationships between entrepreneurial orientation, organizational performance, and innovation output in family and non-family businesses.






Table 5. Relationships between entrepreneurial orientation, organizational performance, and innovation output in family and non-family businesses.





	
Variable

	
Model 1 (Overall)

(Restricted)

	
Model 1 (Family)

(Unrestricted)

	
Model 1 (Non-Family)

(Unrestricted)

	
Model 2 (Overall) (Restricted)

	
Model 2 (Family)

(Unrestricted)

	
Model 2 (Non-Family)

(Unrestricted)

	
Model 3 (Overall) (Restricted)

	
Model 3 (Family)

(Unrestricted)

	
Model 3 (Non-Family)

(Unrestricted)






	
Fit Parameters




	
CHI2

	
55.248

	
54.883

	
318.582

	
313.618

	
346.742

	
336.942




	
DF

	
36

	
34

	
189

	
184

	
213

	
202




	
RMSEA

	
0.058

	
0.062

	
0.065

	
0.066

	
0.062

	
0.064




	
CFI

	
0.975

	
0.973

	
0.937

	
0.937

	
0.940

	
0.939




	
TLI

	
0.972

	
0.968

	
0.931

	
0.929

	
0.933

	
0.928




	
Akaike Information Criteria (AIC)

	
4258.589

	
4262.224

	
11,060.227

	
11,065.263

	
11,289.576

	
11,301.776




	
SRMR

	
0.052

	
0.051

	
0.077

	
0.075

	
0.076

	
0.074




	
R2 (Performance)

	
0.063 (0.030; 0.033) *

	
0.048 (0.034; 0.166)

	
0.082 (0.046; 0.074)

	
0.408 (0.070; 0.000) *

	
0.347 (0.080; 0.000) *

	
0.618 (0.198; 0.002) *

	
0.438 (0.071; 0.000) *

	
0.383 (0.078; 0.000) *

	
0.658 (0.251; 0.006) *




	
R2 (Innovativeness)

	
-

	
-

	
-

	
-

	
-

	
-

	
0.409 (0.063; 0.000) *

	
0.404 (0.069; 0.000) *

	
0.513 (0.236; 0.030) *




	
Dependent variable: Organizational Performance




	
Size

	
0.345 (0.084; 0.000) *

	
0.300 (0.114; 0.008) *

	
0.395 (0.120; 0.001) *

	
0.177 (0.075; 0.018) *

	
0.113 (0.103; 0.249)

	
0.242 (0.107; 0.023)*

	
0.112 (0.077; 0.144)

	
0.037 (0.104; 0.724)

	
0.135 (0.159; 0.395)




	
Age

	
−0.304 (0.167; 0.068)

	
−0.251 (0.260; 0.334)

	
−0.356 (0.218; 0.103)

	
−0.339 (0.148; 0.023) *

	
−0.265 (0.230; 0.249)

	
−0.422 (0.194; 0.030)*

	
−0.321 (0.146; 0.028) *

	
−0.240 (0.224; 0.284)

	
−0.405 (0.197; 0.039) *




	
Innovativeness

	
-

	
-

	
-

	
−0.365 (0.246; 0.137)

	
−0.040 (0.250; 0.873)

	
−1.213 (1.148; 0.291)

	
−0.581 (0.284; 0.041) *

	
−0.178 (0.268; 0.506)

	
−1.535 (1.608; 0.340)




	
Proactiveness

	
-

	
-

	
-

	
0.849 (0.214; 0.000) *

	
0.602 (0.217; 0.006) *

	
0.892 (0.501; 0.075)

	
0.786 (0.213; 0.000) *

	
0.547 (0.213; 0.010) *

	
0.706 (0.708; 0.319)




	
Risk-Taking

	
-

	
-

	
-

	
0.071 (0.202; 0.725)

	
0.007 (0.179; 0.969)

	
0.751 (1.149; 0.513)

	
0.180 (0.209; 0.389)

	
0.038 (0.177; 0.830)

	
0.975 (1.530; 0.524)




	
Innovation output

	
-

	
-

	
-

	
-

	
-

	
-

	
0.383 (0.153; 0.012) *

	
0.431 (0.178; 0.016) *

	
0.663 (0.751; 0.377)




	
Indirect effects: Mediation analysis




	
Path: Innovativeness—Innovation output—Performance

	
-

	
-

	
-

	
-

	
-

	
-

	
0.149 (0.089; 0.097)

	
0.136 (0.088; 0.121)

	
0.516 (0.947; 0.586)




	
Path: Proactiveness—Innovation output—Performance

	
-

	
-

	
-

	
-

	
-

	
-

	
0.057 (0.035; 0.105)

	
0.056 (0.046; 0.218)

	
0.221 (0.393; 0.574)




	
Path: Risk-Taking—Innovation output—Performance

	
-

	
-

	
-

	
-

	
-

	
-

	
−0.059 (0.049; 0.226)

	
−0.030 (0.043; 0.481)

	
−0.418 (0.855; 0.625)




	
Dependent variable: Innovation output (in brackets S.E and p-values are given)




	
Constant

	
-

	
-

	
-

	
-

	
-

	
-

	
0.987 (0.101; 0.000) *

	
0.985 (0.156; 0.000) *

	
0.927 (0.155; 0.000) *




	
Size

	
-

	
-

	
-

	
-

	
-

	
-

	
0.172 (0.038; 0.000) *

	
0.177 (0.052; 0.001) *

	
0.162 (0.054; 0.003) *




	
Age

	
-

	
-

	
-

	
-

	
-

	
-

	
−0.052 (0.074; 0.488)

	
−0.056 (0.116; 0.631)

	
−0.027 (0.098; 0.779)




	
Innovativeness

	
-

	
-

	
-

	
-

	
-

	
-

	
0.388 (0.126; 0.002) *

	
0.317 (0.140; 0.024) *

	
0.779 (0.603; 0.197)




	
Proactiveness

	
-

	
-

	
-

	
-

	
-

	
-

	
0.148 (0.090; 0.100)

	
0.131 (0.105; 0.212)

	
0.333 (0.329; 0.311)




	
Risk-Taking

	
-

	
-

	
-

	
-

	
-

	
-

	
−0.155 (0.102; 0.126)

	
−0.070 (0.096; 0.465)

	
−0.630 (0.653; 0.335)








Relationships statistically significant are marked with * in brackets S.E. and p-values are given.
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Table 6. Hypothesis testing results.






Table 6. Hypothesis testing results.





	Hypothesis
	Is Hypothesis Supported?
	Supporting Evidence from the Literature
	Supporting Evidence from This Study





	H1. There are no significant differences between the impact of EO on sustainable firm performance in family and non-family businesses.
	YES
	Several works point out insignificant differences between family and non-family companies, including [53].
	Right-tailed chi-square difference test is insignificant with p = 0.548



	H2. Innovation output influences sustainable firm performance stronger in family firms, compared to in non-family businesses.
	YES
	As Arzubiaga, Maseda, and Iturralde [106] point out, the influence of innovation on sustainable firm performance is stronger in family than in non-family businesses.
	Path coefficient in family businesses between innovation output and firm performance is significant (β = 0.431; SE = 0.178; p = 0.016), while it is insignificant in non-family businesses (β = 0.663; SE = 0.751; p = 0.377)



	H3. EO influences innovation output more intensely in family businesses, compared to in non-family businesses.
	YES
	Kammerlander and van Essen [14] claim that family businesses are more innovative than their non-family counterparts. Positive relationship was also found by Price, Stoica, and Bonacella [107].
	Path coefficient in family business between innovativeness (EO dimension) and innovation output is significant (β = 0.317; SE = 0.140; p = 0.024), while in non-family businesses it is insignificant (β = 0.779; SE = 0.603; p = 0.197).



	H4. Innovation output mediates the relationship between EO and sustainable firm performance in both FB and NFB.
	NO
	The proof for the mediating role of innovation in the relationships is shows by Tsou and Chen [108] who point out the mediating effect of innovation in the relationship between digital technology use and firm performance. Additionally, Zehir, Can, and Karaboga [109] confirm mediating effect of innovation on the relationship between EO and firm performance.
	Mediating effect of innovation output in the relationship between EO dimension and sustainable firm performance is insignificant.
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