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Abstract: Building on the resource-based view (RBV) of the firm, this paper suggests that a family firm’s
long-term orientation (LTO) can be an important resource that increases firm-level entrepreneurial
orientation (EO). Nevertheless, resource orchestration suggests that managers need to orchestrate
their resources in order to realize any potential advantage. Therefore, we hypothesize that a family
firm’s LTO entails potential resources to engage in entrepreneurial activities, while a participative
decision making (PDM) style serves as coordinating mechanism that helps the firm to manage these
resources. Using data from 209 private family firms, the results show a positive association between
LTO and EO. Also, PDM was found to positively moderate the LTO-EO relationship, providing
empirical support for our central hypothesis.

Keywords: Long-term orientation; entrepreneurial orientation; participative decision making; private
family firms

1. Introduction

Over the years, entrepreneurial orientation (EO) has emerged as a key construct within the strategic
management and entrepreneurship literatures. The concept of EO dates back to Miller’s [1] seminal
paper, in which entrepreneurial firms are described as “those that are geared towards innovation in the
product-market field by carrying out risky initiatives, and which are the first to develop innovations in
a proactive way in an attempt to defeat their competitors” (p. 771). Since EO is found to be a critical
driver for firm growth, profitability and sustainability of family firms, researchers are gaining interest
in potential drivers of EO.

In a family business context, several distinctive characteristics that may hamper or foster entrepreneurship,
like for example generational involvement and organizational culture, were revealed e.g., [2–5].
Especially, the extent to which a family business’ long-term orientation (LTO), defined as the tendency to
prioritize the long-range implications and impact of decisions and actions that come to fruition after an extended
time period [6–8], hinders or promotes entrepreneurship has been of particular interest. In general,
family business scholars e.g., [6,7,9,10] agree that family firms have a longer-term orientation relative
to their non-family counterparts to safeguard the sustainability of their family business [11–13], but its
relationship with EO remains unclear. In this context, Zahra et al. [3] investigated the effect of a family
firm’s time-orientation on their willingness to engage in entrepreneurial activities. They argue that
longer planning horizons can generate a sustained competitive advantage [14] and create commitment
towards long-term value creating activities such as entrepreneurship. Relying on the resource-based
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view (RBV) of the firm, Zahra et.al [3] find empirical support for a positive association between LTO
and entrepreneurship in family firms [3]. Lumpkin et al. [6] on the other hand, propose that a family
firm’s LTO is positively associated with innovativeness and proactiveness, but at the same time LTO
may reduce the firm’s willingness to venture into the unknown. Although they did not empirically
test their propositions, it is clear that the relationship between a family firm’s LTO and their EO is
equivocal and remains to be studied [9]. In sum, Lumpkin et al. [6] encourage future researchers to
further explore the LTO-EO relationship in family firms by investigating how contingency variables,
like the firm’s management style, could intervene or moderate the relationship between LTO and EO.

Therefore, this article elaborates on participative decision making (PDM) in private family firms
and its moderating role in the LTO-EO relationship. Namely, PDM refers to the degree to which the
firm’s main strategic and operating decisions are made through consensus seeking versus individualistic
or autocratic processes by the formally responsible executive [15]. Although LTO must be seen as
the dominant logic that is held by the family firm’s dominant coalition e.g., [9,10,16], there may be
periods in which the firm has to face significant pressure on short-term results [17]. During these
periods of increased short-term pressure, PDM can serve as a coordinating mechanism that ensures
managerial commitment [18] towards their dominant logic (LTO) and prevents that relational conflicts
will prevail [19]. Since it is known that relational conflicts may impede entrepreneurial behavior [19–21],
PDM can be seen as a means that strengthens the LTO-EO relationship by reducing potential relational
conflicts [19]. Building on Zahra et al.’s [3] findings, we suggest that a family firm’s LTO can serve as a
unique resource [22,23] that adds to advanced levels of EO, but simply owning this resource is not
enough; instead, family firms should orchestrate their resources in order to be more entrepreneurial.

Taken together, previous research has demonstrated that a family firm’s time orientation affects
their preference to engage in entrepreneurship (e.g., [3,6]) but the extent and direction of this relationship
remains unclear [9]. More specifically, Lumpkin et al. [6] have called to investigate how different
management styles intervene in the LTO-EO relationship. The present work is designed to fill this
gap by introducing the idea that a family firm’s decision-making style influences the link between
their temporal orientation and entrepreneurship. This research provides a unique contribution to
both family business and entrepreneurship literature by empirically investigating how the proposed
relationship between a family firm’s LTO and EO [6] alters under changed types of decision making
(e.g., autocratic vs. participative). We propose that, PDM will serve as a mechanism that moderates
the LTO-EO relationship so that LTO will have a more positive effect on EO when the level of PDM
increases. Furthermore, this research also contributes to a similar discussion in strategic management
literature by answering Lin et al.’s [24] recent call to investigate how top manager’s decision-making
styles influence the relationship between temporal orientation and strategic decision-making processes,
like EO.

The remainder of this article is structured into five sections. First, we provide a theoretical
framework where we define the key constructs (i.e., LTO, EO, and PDM) of our conceptual model
(cf. Figure 1), situate them in the appropriate theoretical and empirical literature, and derive our
hypotheses. Second, in the materials and method section we describe our sample and explain which
variables and measures we used to test these hypotheses. Third, we elaborate our research method and
present our results based on robust linear regression analysis and Brambor, Clark, and Golder’s [25]
marginal effect analysis. Next, we discuss our results, suggest some future research areas and provide
some managerial recommendations. Finally, the paper ends with a brief conclusion.
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Figure 1. Research framework including long-term orientation (LTO), entrepreneurial orientation (EO)
and participative decision-making (PDM).

2. Theoretical Framework

2.1. Long-Term Orientation in Private Family Firms and Its Relationship with Entrepreneurial Orientation

Compared to non-family firms, it seems that family firms tend to have greater interest in their
long-run performance and they usually display a longer CEO tenure [26,27]. Furthermore, family
firms usually try to transfer the firm to the upcoming generation [28,29] and they generally have
committed shareholders providing patient capital [30,31]. Family governance, especially through
family ownership, can lead to strategic decisions and activities such as the adoption of sustainability
practices which directly relate to the long-term continuity of the business e.g. [31–34]. Therefore, having
an LTO is often labeled as a prevalent characteristic of many family firms. Indeed, a family firm’s
orientation towards time has been extensively studied by numerous scholars, using different labels,
for example, “long-term nature of founding family ownership” [35], “longer planning horizons” [26,36],
and a “long-time horizon” [28]. Furthermore, recent evolutions in family business literature have
shown that family firm behavior can often be explained by their desire to maintain the continuity
of the business across generations and their willingness to perpetuate the family dynasty [28,36,37].
In sum, given their particular orientation towards time, family firms provide us an interesting research
context to investigate whether an LTO fosters or hinders these firms in pursuing entrepreneurial
opportunities. To investigate this relationship, we use an EO framework, where EO is seen as the
concurrent exhibition of innovativeness, risk-taking, and proactiveness which is in line with Miller [1]
and Covin and Slevin’s [38] conceptualization of EO.

In general, it seems that having an LTO is supportive for the level of EO in family firms [3,6].
The rationale behind this positive relationship can be found in the RBV of the firm. In particular,
the RBV advocates that possessing valuable and rare resources provides the basis for value creation [23].
The RBV of the firm has been successfully used in different contexts to explain a firm’s competitive
advantage as a result of their internal attributes rather than external industry dynamics or economic
conditions [39]. Namely, the RBV asserts that firms are heterogeneous and that it is the bundle of
resources residing in the firm that gives them an opportunity to outcompete their competitors [14].
These so called “resources” can include both physical (e.g., a unique location or assembly line)
and intangible assets (e.g., brand recognition, patents), individual (e.g. CEO’s tacit knowledge) and
corporate skills (e.g., marketing), organizational processes (e.g., communication flows), and the like [14].
Even more, looking at the original definition introduced by Wernerfelt [40], a “resource” is anything
that can be considered as a strength of a firm [40,41].
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In family business literature, the RBV has been used extensively to identify the nature and
antecedents of their competitive advantage e.g., [39,41–44]. In this light, and while not necessarily
unique to family firms, having an LTO has been identified as a resource prevalent among them
e.g. [11,45–47]. Consequently, the RBV of the firm has been suggested as an appropriate theoretical
framework to investigate LTO in a family business context. For example, Brigham et al. (2014)
suggested to integrate LTO in the RBV of the firm to investigate if a long-term perspective could be
a potential resource of competitive advantage for family firms. Generally, in family-owned firms,
employees are permitted more latitude and discretion in investing in long-term projects including
innovations with greater potential returns [46].

Moreover, recent evolutions in the RBV tend to move beyond a direct resource–performance
relationship and try to capture how these resources, like LTO, can potentially result in performance
gains e.g., [48,49]. In order to gain a better understanding of the relationship between a firm’s resources
and their effect on firm performance, researchers have identified other intervening variables through
which a firm can gain a competitive advantage, like EO. Indeed, EO is seen as a resource consuming
strategic orientation e.g. [38,50,51], meaning that access to more resources facilitates EO [50], which—in
the end—can potentially result in a competitive advantage.

In 2004, Zahra et al. [3] used an RBV lens to introduce LTO as an important strategic resource
that provides the firm a well-defined advantage over their rivals by endorsing and nourishing
entrepreneurial activities. Namely, an organization’s temporal orientation is reflected in its choice
of control systems [3,52,53] which can stimulate or hamper entrepreneurship. Indeed, organizations
that have a short-term orientation tend to favor financial control systems, which are often based
on hard performance quotas and established goals or targets. Financial controls are known to
reduce employee’s willingness to undertake the risks associated with entrepreneurship [3,54]. On the
other hand, organizations that have a long-term orientation tend to favor strategic, rather than
financial controls. The use of strategic controls requires a deep understanding of the work to
be done, the associated risks, and alternative actions the firm might take. Strategic controls
are more subjective in nature (e.g., customer satisfaction) and require face-to-face meetings with
managers and employees to evaluate company performance, which stimulates entrepreneurial
behavior in organizations [3]. Also, long-term oriented relationships with employees focused on
social (e.g., face-to-face meetings to evaluate performance) rather than economic exchanges can boost
employee commitment (e.g., [55–57]), which increases employee’s entrepreneurial efforts beyond
those formally required by the company [55,56]. Consequently, employees will show higher levels
of entrepreneurship as they voluntarily pursue innovative ideas, gather information about latent or
ongoing fluctuations in the market, or even evaluate competitors’ moves [57].

Moreover, it seems that entrepreneurial efforts generally require years to pay-off and only
come to fruition after an extended period of time e.g. [58–60], making it more likely that firms
with an LTO will invest in EO. In line with this, recent studies e.g. [61,62] found that an LTO
enables firms to focus on future returns and acknowledge the potential value of entrepreneurial
efforts, such as R&D investments. By definition, these entrepreneurial efforts are about the firm’s
future (e.g., new processes, advancements, breakthrough innovations) helping them to succeed under
changing market conditions [59]. Thus, we propose the following hypothesis:

Hypothesis 1. There is a positive relationship between a family firm’s long-term orientation and their
entrepreneurial orientation.
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2.2. Participative Decision Making as a Coordinating Mechanism

Although LTO can serve as a resource for a family firm’s EO, merely possessing such a resource
does not always guarantee that the firm will in fact exhibit higher levels of EO. Indeed, the management
of the firm needs to take actions to facilitate efforts that allow the firm to effectively exploit their
resources. Namely, to realize value creation, firms/managers must transform or exploit the resources at
hand [22,23]. Applied to our research question, LTO can be seen as a specific resource for family firms
to engage in entrepreneurial activities but simply possessing this resource is insufficient. Surprisingly,
past research on LTO and EO has implicitly assumed that the required actions to exploit these resources
are unambiguous when they are not. This gap was already identified by Lumpkin [6] who invited
future researchers to investigate how different management styles intervene in the LTO-EO relationship.
Especially, the way in which family firms make decisions and deal with potential internal conflicts,
could be an important contingency on the direct relationship between LTO and EO [6]. Therefore,
the goal of this paper is to unravel how and when LTO is seen as a resource that increases a family
firm’s EO.

Basically, the main idea of resource orchestration, grounded in RBV theory, is that managers play
an important role in the exploitation of firm resources [63]. In resource based theory, the role of mangers
is often underdeveloped, especially in terms of processes and actions they initiate and oversee [64].
Thus, while the RBV has a very simple vision about how firm resources are connected to value creating
activities, Sirmon et al.’s [63] idea of resource orchestration posits that what an organization does
with its resources is equally important as which resources it possesses. Stated differently, owning
valuable resources alone does not automatically secure the development of competitive advantage
through entrepreneurship. An emerging stream of empirical papers supports the idea of resource
orchestration as a means of managing a firm’s resources to achieve maximum value from them,
e.g. [65,66]. Accordingly, orchestrating resources, like a family firm’s LTO, is critical for accurate
implementation [22,63,67]. Similarly, when the collective mind-set of a family firm’s dominant coalition
is focused on the long-run (LTO), they possess an essential resource to engage in entrepreneurial
activities (EO) because these entrepreneurial actions only come to fruition after an extended time
period [58]. Nevertheless, in line with the idea of resource orchestration, managers must orchestrate
the resources at hand (LTO) in order to result in entrepreneurial efforts (EO).

Family firms with an LTO are often provided with patient capital [11] which makes them more
willing to focus on opportunities that generate wealth for future generations [26]. The consequence of
this LTO is that it facilitates family firms to seek investment opportunities that non-family firms with
short-term horizons do not consider important [26,68]. Nevertheless, along the way family firms can
face significant short-term pressures that require immediate measures for improvement of short-term
results [17]. During these periods of short-term pressure (e.g., economic crisis, liquidity problems),
the transmission of the family firm’s LTO into higher levels of EO, is put to a test. Although the
patient capital provided by family ownership provides them the possibility to sustain entrepreneurial,
managers must ensure that that the firm remains committed toward putting their LTO into practice.
Indeed, the impact of short-term pressure may reduce managerial commitment towards implementing
the firm’s LTO. Even more, when managers do not agree on how to react to situations in which
improving short-term results is of particular importance, it may stimulate conflict, regardless of size
and composition of the management team.

Although not all conflict is inherently bad [69], the co-mingling of business and family roles and
its corresponding tension in time orientation, can reduce commitment and encourage relationship
conflict in the management team. Relationship conflict often engenders negative emotions like anger,
resentment, and worry [70]. Even more, relationship conflict is known to diminish a family firm’s
attention towards business needs [71]. Therefore, the way in which managers interact may affect the
relationship between LTO and EO in private family firms. For example, when a family firm whose
dominant logic is focused on the long-run is confronted with situation were short-term pressure is
high, this can induce relational conflicts between different members of the management team. Namely,
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family firms continuously need to balance their LTO with competing time pressures that follow from
day-to-day operations in the management team [10]. Even among family firms that are characterized by
an LTO, situations surrounding intertemporal choices often make it difficult to maintain and implement
their LTO [10,72] as a resource for EO.

To reduce these potential conflicts and ensure that managers remain committed towards putting
the firm’s LTO into practice, participative decision making (PDM) can serve as a moderating mechanism
in the LTO-EO relationship. PDM is seen as the extent to which important strategic and operating
decisions are made through consensus seeking versus individualistic or autocratic processes by
the formally responsible executive [15]. Chirico et al. [67] state it as follows: PDM “is needed as a
coordinating mechanism not only to avoid conflict and poor information flows accompanying increased
generational involvement, but also to ensure employees’ cooperation and commitment to the mobilizing
vision” (p. 308). Thus, it is known that PDM reduces relational conflict and is especially relevant
in the context of family firms where business goals, family goals, and personal goals continuously
need to be balanced [19]. Also, PDM ensures that strategic decisions are made through consensus
which creates greater organizational commitment and motivation [71]. Furthermore, PDM can be
seen as integrative mechanism that allows individual managers to better grasp where the firm is
headed (LTO), it can diminish managers’ personal biases and enhance goal convergence [73]. Whereas
continuous interaction among managers is beneficial in general [74], a participative atmosphere is
especially necessary in the context of family firms, irrespective of the composition of the management
team [69]. Hence, following the idea of resource orchestration, family firms can benefit from PDM as a
coordinating mechanism that helps to translate LTO into EO.

The amount of decision-making power CEOs are willing to share with their subordinates is an
important area of scholarly research. Opposed to participative decision making, autocratic leadership
is defined as a particular style of leadership where all power and authority are concentrated in a
single dominant leader [75–77] which creates a clearly defined intrateam hierarchy [78]. Although
autocratic leadership was found to be beneficial for team climate under certain specific conditions
(e.g., when speed in decision making is necessary [79]), researchers agree on the fact that it generally
hurts group functioning when used consistently [78,80–83]. Namely, power centralization at the
hierarchical CEO-level may lead employees to feel unwanted and underappreciated [84,85] and may
finally hinder team climate and team performance [78]. These dynamics, as a result of centralized
leadership, are expected to cultivate conflict [83], thereby harming the family members’ ability to
communicate openly [86], preventing them to translate the dominant coalition’s LTO into higher levels
of EO. Furthermore, from an agency perspective, autocratic leaders have easier access to the pursuit of
personal interest (e.g., short term gains) as they are able to bypass certain hierarchical barriers [87],
which might be in conflict with the dominant coalition’s ambition to translate their LTO into higher
levels of entrepreneurship.

In sum, PDM can be seen as a moderating variable that strengthens the LTO-EO relationship by
enhancing managerial commitment [18] and reducing potential relational conflicts among managers [19].
Hence, we postulate that the interaction of LTO and higher levels of PDM will positively affect a family
firm’s EO. Formally:

Hypothesis 2. A family firm’s participative decision-making moderates the positive effect of long-term
orientation on entrepreneurial orientation such that the relationship is more positive when participative decision-
making increases.

A visual overview of the research framework and respective hypotheses can be found in Figure 1.
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3. Materials and Methods

3.1. Sample

The sample was taken in the 2012–2013 period from a broader survey exploring succession and
governance matters in private family firms in Flanders, which is the northern part of Belgium. Based on
the Belfirst database of Bureau van Dijk, we identified privately-owned firms located in the Flemish
part of Belgium. Unfortunately, the Belfirst database does not cover genuine information on family
ownership. Instead, four ex ante criteria regarding owner and board characteristics, which are available
in the Belfirst database, were used in order to recognize potential family firms. As such, firms were
classified as ex ante family firms if one or more of the following criteria apply to the firm: (1) the name
of one of the directors is part of the firm name, (2) at least 2 directors have the same surname, (3) one of
the directors lives at the same address as the firm, or (4) at least 2 directors live at the same address.
This approach resulted in 3600 ‘potential’ family firms, all which we contacted. The first survey was
sent in December 2012. After two months, a reminder was sent in February 2013. We finalized our
data collection in March 2013.

Family business scholars have been using a diversity of proxies to identify a family firm
(e.g., [28,42]). This paper uses the generally accepted criteria of ownership and management control [88]
and CEO’s perception of being a family firm [89] to select an operational ex post definition of family
firms. Accordingly, we classify a firm as a family firm if (1) at least 50 per cent of the shares are owned
by the family, the company is family managed or the family is responsible for the strategic choices or
succession decisions, or (2) at least 50 per cent of the shares are owned by the family, the company is
not family-managed but the CEO perceives the firm as a family firm.

After sending a survey to all 3600 ex ante family firms, we received 452 surveys which resulted in
a response rate of 12.5 percent. In our final sample we excluded firms that employed less than 5 people
(n = 23) and we deleted firms where the management team only contained one single manager (n = 55)
because in this type of firms PDM is not relevant. Furthermore, after the deletion of cases with missing
values on relevant variables (n = 131) and non-family firms (n = 34), we maintained an ultimate sample
of 209 cases. The response rate of 12.5% is consistent with previous studies on privately held firms,
including studies on EO and private firms in Belgium e.g. [90–92]. Furthermore, a review of prior work
on EO and innovation in SMEs revealed that our sample size and response rate are in line with research
published in leading entrepreneurship journals e.g. [2,93,94]. According to Belfirst-Bureau Van Dijk
database that collects and reports financial statements of all Belgian firms, there were approximately
29.000 companies in Flanders with more than 5 employees in 2013. Since, approximately 77% of all
Flemish firms are family firms [92], we end up with a population of approximately 22,000 family firms
with more than 5 employees. Taking into account a confidence level of 95% and a sample size of 209
family firms, this results in an acceptable margin of error of 6.75%

Correlations of the study’s variables are presented in Table 1, supplementary descriptions can be
found in Table 2.
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Table 1. Correlation table.

1 2 3 4 5 6 7 8 9 10 11 12 13

1. EO 1.00
2. LTO 0.34 *** 1.00
3. PDM 0.14 ** 0.24 *** 1.00

4.Firm Size (Ln employees) −0.03 0.09 0.07 1.00
5. Manufacturing 0.10 0.04 0.06 0.10 1.00
6. Construction −0.17 ** −0.04 −0.08 −0.02 −0.34 *** 1.00

7. Wholesale 0.08 0.10 0.03 −0.04 −0.30 *** −0.23 *** 1.00
8. Retail 0.12 * −0.04 −0.03 −0.04 −0.22 *** −0.17 ** −0.15 ** 1.00

9. Past Performance −0.04 −0.03 0.09 0.03 −0.11 0.10 −0.00 0.04 1.00
10. Liquidity −0.17 ** −0.12 * −0.12 * −0.09 −0.01 0.12 * −0.05 −0.03 0.13 * 1.00

11.Presence of Non-family Manager 0.27 *** 0.23 *** 0.22 *** 0.34 *** 0.17 ** −0.17 ** 0.03 −0.03 0.04 −0.19 ** 1.00
12. Size Management Team (Ln) 0.17 * 0.09 0.16 ** 0.34 *** 0.12 * −0.12 * 0.00 −0.023 0.02 0.06 0.62 *** 1.00
13. Generation in Management 0.06 0.02 −0.11 −0.12 * 0.04 0.05 −0.12 * 0.00 −0.12 * −0.13 * −0.00 −0.04 1.00

*, **, *** Significance at 0.10 0.05 and 0.01, respectivel; long-term orientation (LTO), entrepreneurial orientation (EO) and participative decision-making (PDM).
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Table 2. Descriptive Statistics.

Minimum Maximum Mean Standard Error

EO (9–63) 12 56 35.88 9.41
LTO (3–21) 3 21 11.79 3.95
PDM (5–35) 11 35 22.45 4.48

Number of Employees 5 261 30.58 29.16
Past Performance (ROA) −25.39 36.78 5.21 7.61
Liquidity (Current Ratio) 0.23 29.45 2.55 3.37

Size of the Management Team 2 15 3.43 1.84

Percentage of observations

Presence of Non-family Manager Yes 42.11%
No 57.89%

Generation in Management Founding Family 33.01%
Later Generations 66.99%

Firm Industry

Manufacturing 30.62%
Construction 20.57%

Wholesale 16.75%
Retail 10.05%

Services 22.01%

Long-term orientation (LTO), entrepreneurial orientation (EO) and participative decision-making (PDM).

3.2. Variables and Measures

Entrepreneurial Orientation. We used the 9-item Miller/Covin and Slevin [95] scale to measure
the family firm’s EO. This scale includes 3 sub-dimensions (innovation, proactiveness, and risk
taking), all consisting of 3 separate items. The 9-item Miller/Covin and Slevin [95] scale is a reflective
measure of EO, which means that EO is empirically defined in terms of the common variance among
the indicators [96]. This is in line with our theoretical conceptualization of EO where we defined
EO as the concurrent exhibition of innovativeness, risk-taking, and proactiveness [1,95]. This is
important as ongoing debates in EO literature have emphasized the need for consistency among the
empirical operationalization and the theoretical conceptualization of the EO [97]. Thus, entrepreneurial
firms are those that demonstrate innovativeness (i.e., the introduction of new products, processes,
and business models), proactiveness (i.e., actively entering new product/market spaces and seeking
market leadership positions), and risk taking (i.e., a willingness among strategic decision makers to
contribute resources to projects with uncertain outcomes). Also, the 9-item Miller/Covin and Slevin [95]
scale is generally accepted as the most widely used (reflective) EO measure and has proven to be highly
valid and reliable [97,98]. In our study, the underlying EO dimensions were strongly correlated and
the calculated Cronbach’s alpha for EO was 0.89, which is good for exploratory research [99].

Long-term orientation. LTO refers to a family firm’s propensity to prioritize the long-range effects
and impact of decisions and actions that come to fruition after a longer time period [6]. A family firm’s
orientation towards time is reflected in its choice of control system. Financial controls emphasize a
short-term orientation [54] whereas strategic controls reinforce a long-term orientation [3]. Financial
controls are often based on objective performance quotas like cash flow or return on investment.
Strategic controls, on the other hand, are mostly based on soft performance indicators like for
example customer satisfaction, or informal face-to-face meetings with managers. In line with recent
operationalizations of the LTO construct [52,53], we measure a family firm’s LTO using Zahra et al.’s [3]
operationalization. In our study, the Cronbach’s alpha for LTO was 0.74, which is also adequate for
exploratory research [99]. Scale items can be found in Appendix A. Next, we validated our LTO
measure using convergent validity. Convergent validity refers to the extent to which endeavors to
measure the same concept with different methods are in agreement [100]. Given that R&D expenses
have been previously used as a proxy for LTO because they are characterized by large upfront payments
and deferred returns [17,101], we look at the correlation between the measure of LTO [3] and the
firm’s commitment to R&D, technological leadership, and innovation (a single item in our database,
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measured on a seven-point Likert scale), and find a positive correlation (0.2644, p < 0.01). Since LTO
and firm’s commitment to R&D, technological leadership, and innovation are not measurements of
the exact same construct, we do not expect correlations to be extremely high but rather in the fair or
moderate range, as suggested by Gregory [102]. Hence, a significant correlation of 0.2644 is in the
range we were expecting. To establish discriminant validity, we ran a principal component factor
analysis on Zahra’s LTO items together with four items representing a short-term orientation (STO),
all on a seven-point Likert scale [3] (i.e., “To what extent are the following used in managing and
evaluating your company’s performance? (1) Cash flow; (2) return on investment; (3) objective criteria,
such as return on assets; (4) formal performance appraisal”). Here, we expect that dissimilar constructs
(or items), like LTO and STO, should load on other factors. The principal component factor analysis
resulted in two factors with an eigenvalue greater than one, where LTO and STO items loaded on
separate factors. Taken together, both convergent and discriminant validity tests support the construct
validity of our LTO measure.

Participative decision making. In the current study, PDM was defined as the degree to which the firm’s
main strategic and operating decisions are made through consensus seeking versus individualistic or
autocratic processes by the formally responsible executive [15]. In line with this definition, we used
Covin et al.’s [15] five-item scale to capture the PDM construct. The Cronbach’s alpha for PDM in
our study is 0.70, which is also sufficient for exploratory studies [99]. Scale items can be found in
Appendix A.

Control variables. To guarantee proper model specification, we incorporated numerous control
variables in our model. In particular, we control for several firm characteristics that could influence
the link between LTO and EO: firm size, firm industry, past performance, liquidity, the presence of a
non-family manager in the management team, the size of the management team, and the generation
that is currently involved in the management of the firm. Firm size e.g. [3,103–105] was measured
as the natural logarithm of the number of full-time employees; firm industry e.g. [3,103,105] was
measured using four dummy variables that differentiate between 5 major business lines: manufacturing,
construction, wholesale, retail, and services; past performance e.g. [3,91,101,105,106] was measured
as the 3-year ROA average (2010–2012); liquidity e.g. [3,50,105,107,108] was measured as the 3-year
average of the firm’s current ratio (2010–2012); the presence of a non-family manager e.g. [109] in the
management team was measured using a dummy variable that equals one when there is a non-family
manager present in the management team and zero otherwise. We control for the presence of a
non-family manager because this may affect the degree of relationship conflict in family firms [69]
and as a consequence it may ultimately affect the LTO-EO relationship. In addition, we control for
potential relationship conflict by including the size of the management team as a control variable
e.g. [110–112], measured as the natural logarithm of the number of managers in the management
team. Also, we control for the generation that is currently active in the management of the firm
e.g. [106,109,113] by creating a dummy variable that equals one when the management is in hands
of the founding family and zero when later generations are involved in the management of the firm.
We control for this generation effect because it may influence the LTO-EO relationship by inducing
relationship conflict in family firms [19,69]. Control variables were drawn from either the survey or the
Belfirst database of Bureau van Dijk which covers more than 1.2 million Belgian companies. We used
the company name to link the data of our questionnaire with the financial statements of the Bureau
van Dijk database.

Collecting data from the same data source can result in common method bias problems. Namely,
when all variables in the model are entered in an unrotated factor analysis and only a small number of
factors emerge with one primary factor accounting for the majority of variance among the variables,
common method bias is a found to be a significant problem [114]. First, to check if common method bias
is a substantial concern in our study, we executed the Harman’s single-factor test [115]. We entered all
relevant variables into an unrotated factor analysis, which resulted in six factors with eigenvalues > 1.
None of the single factors explained more than 32% of variance in the data. While this analysis does
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not fully eliminate the possibility of common method bias, it minimizes our concern for a common
method factor. Second, we estimated an unmeasured latent method factor model on the three latent
variables of our research model for which common method bias might be an issue (LTO, PDM and
EO) [114,116]. The results of this test showed a common factor value of −0.216 which represents a
common variance of 4.7 per cent (−0.2162). Third, we used a common marker variable technique [117].
In doing so, we selected a latent variable in our data that could be used as a possible marker variable
for this test. More specifically, we use “psychological ownership” (PO) as a marker variable. PO is
referred to as a condition in which individuals feel as though the target of ownership (material or
immaterial in nature) or a piece of it is “theirs” (in other words, “It is MINE!”) or “ours” (in other words,
“It is OURS!”) [118]. To capture the CEO’s PO, we use the seven-item Likert scale created by Van Dyne
and Pierce [119]. PO items were not (for EO and LTO) or only weakly (for PDM) correlated with our
focal variables and are supposed to share potential common method variance [116,120]. This analysis
shows a common factor value of 0.372 and a common variance of only 13.8% per cent (0.3722). Finally,
as recommended by Podsakoff et al. [114] we also designed our survey by taking into account several
procedural remedies (e.g., psychological separation of measurement and counterbalancing question
order) to minimize the concern for a common method factor. Taken together, common method bias is
not a main concern in our study.

4. Results

The average family firm in our sample employed 30.58 employees and 3.43 managers. In 42.11 percent
of the cases a non-family member was present in the management team and approximately two thirds
(66.99%) of the sample was managed by second or later generation family members. Table 1 further
elaborates on the correlations and Table 2 provides the descriptive statistics of the variables included in
our model. The correlations were moderate and did not indicate multicollinearity problems in our sample.
However, it seems that having an LTO is positively associated with EO (r = 0.3399, p < 0.01), which is a
preliminary indication that a family firm’s LTO can serve as a resource for their EO.

Although regressions models and structural equation modeling (SEM) have both advantages
and disadvantages, moderation regression models are much easier to estimate and interpret than
moderation SEM [121,122]. Therefore, and in line with seminal EO research, we analyze our model
using robust linear regression analysis e.g., [67,90,91]. Before running all robust linear regression
analyses, we tested the measurement model including the latent variables used in our study (EO,
LTO and PDM). This model achieved an acceptable fit (χ2 [116]= 438.98, p = 0.000, SRMR = 0.069,
RMSEA = 0.093), indicating that the factorial structure of these variables is satisfactory [99,123,124].
When we calculate the same fit indices for our baseline two-factor model (LTO-EO), we get the
following results: χ2 [53] = 319.22, p = 0.000, SRMR= 0.063, RMSEA = 0.125. Although the results
of our two-factor model are still acceptable, the comparison with our three-factor model provides
evidence of construct distinctiveness for EO, LTO and PDM. Since the three-factor model fitted the
data better than the two-factor model, we can also support the discriminant validity of the constructs.

To provide empirical evidence for our study’s hypotheses, we tested two different models using
robust linear regression analysis. Table 3 shows the results of these models where the first model is
used to test our first hypothesis. Namely, to test the effect of a family firm’s LTO on their level of EO,
we used the following regression model:

EO = α + β1 LTO + δ Controls + ε. (1)
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Table 3. Robust linear regression analysis, 2 Models.

Dependent Variable: EO Model 1 Model 2
β S.E. β S.E.

Controls Firm Characteristics
Firm size −1.7380 ** 0.8281 −1.7177 ** 0.8008

Past performance −0.0135 0.0797 −0.0176 0.0761
Liquidity −0.2521 0.1607 −0.2432 0.1601

Presence of non-family
manager 3.3394 ** 1.6707 3.1100 * 1.6482

Size management team 1.3227 1.7606 1.3733 1.7282
Generation in management 0.6629 1.3164 0.7011 1.2565

Industry a

Manufacturing 2.2624 1.8174 2.2022 1.7409
Construction −0.6976 1.8910 −0.4987 1.8345

Wholesale 2.2919 1.9744 2.1195 1.8847
Retail 5.0813 ** 2.2967 4.6508 ** 2.2412

Hypothesis
LTO 0.6821 *** 0.1600 0.7066 *** 0.1650
PDM 0.0359 0.1393

LTO*PDM 0.0575 * 0.0334
R2 0.2199 0.2320
F 6.04 *** 6.03 ***

N = 209, *,**,*** Significance at 0.10 0.05 and 0.01, respectively. a suppressed category for the firm’s industry is
“services”. Dependent variable: entrepreneurial orientation (EO). Independent variable: long-term orientation
(LTO). Moderating variable: participative decision-making (PDM).

Results show that the estimated model was significant (p < 0.01) and it seems that firm size
(β = −1.7380, p < 0.05), the presence of a non-family manager (β = 3.3394, p < 0.05), and the retail sector
(β = 5.0813, p < 0.05) are the only control variables that significantly affect the level of EO in private
family firms. Furthermore, results from the regression analysis in Model 1 show that a family firm’s
LTO was significantly associated with their level of EO (β = 0.6821, p < 0.01), which provides support
for our first hypothesis.

After finding support for the direct LTO-EO relationship, we conducted an additional regression
analysis, to test our second hypothesis. Specifically, to test the moderating effect of PDM on the LTO-EO
relationship, we tested the following equation in Model 2:

EO = α + β1 LTO + β2 PDM + β3 LTO*PDM + δ Controls + ε. (2)

To test this interaction effect, we mean-centered the interaction terms to minimize multicollinearity
problems [125]. Inspection of the variance inflation factors (VIFs) showed that multicollinearity was not
a concern. All VIF coefficients were lower than two [126]. An examination of the second model reveals
some interesting results. Namely, Hypothesis 2 argues that LTO and PDM interact to positively affect a
family firm’s EO. As seen in Model 2, the interaction term (LTO*PDM) was positive and statistically
significant (β = 0.0575, p < 0.10). Thus, Hypothesis 2 is weakly supported.

Nevertheless, it might be the case that the interaction effect is not significant between certain values
of the moderating variable and strongly significant for another range of the moderating variable [25,127].
For example, it might be possible that family firms require a minimum level of PDM in order for an
LTO to support EO. Therefore, we performed an additional analysis where we calculate the marginal
effect of LTO on EO. As can be seen in the following equation:

∂EO
∂LTO

= β1+β3PDM (3)
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The marginal effect of LTO on EO is dependent on the level of PDM. By taking into account the
relevant elements of the variance-covariance matrix and recalculating the standard errors as suggested
by Brambor, Clark, and Golder [25], we calculated the marginal effect of LTO on EO. The solid line in
Figure 2 clearly shows the marginal effect of LTO on EO. The dotted lines above and below the solid
line represent the 95% confidence interval. This 95% confidence interval is essential to consider the
conditions under which LTO has a statistically significant effect on EO. Thus, the marginal effect of
LTO on EO is only significant when both dotted lines are above (or below) the zero line. At this point,
it is clear that LTO only has a significant positive effect on a family firm’s EO when PDM is equal or
higher than 18. Conversely, when PDM is lower than 18, LTO no longer affects EO. Looking at our
sample, we see that the majority of family firms (84.7%) are characterized by a PDM level that is higher
or equal to 18. Taken together, a minimum level of PDM is necessary to translate an LTO into higher
levels of EO which is in line with the argument of resource orchestration.
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5. Discussion

A family firm’s LTO is a potential strategic resource that family firms can exploit to attain a
sustained competitive advantage by increasing their EO. Applying the RBV of the firm, Zahra et al. [3]
found evidence for this direct relationship. Our study elaborates the work of Zahra and his colleagues
by investigating how this LTO is translated into higher levels of EO. Namely, the findings of this paper
suggest that LTO is only connected to EO when there is a minimal degree of PDM in the family firm.
Consequently, when decision making processes in the family firm are illustrated by low levels of
PDM, LTO no longer affects EO. This is in line with our central reasoning and supports the idea of
resource orchestration which posits that managers should leverage the resources at hand. Namely,
merely having an LTO is not enough to result in higher levels of EO; instead, managers should create
mechanisms that ensure different opinions are taken into account in order to reduce rancorous conflict
and isolation between different business units [67]. Hence, the relationship between LTO and EO
seems to be contingent on PDM, as this decision-making style reassures that decision makers share
their individual thoughts and believes which boosts knowledge sharing, nurtures commitment and
constructive discussions, while at the same time reducing potential relational conflicts. Conversely,
our results do not imply that family firms with powerful CEOs cannot be successful. Prior literature
has recognized the importance of CEO power [128] in family firms and the way in which it can
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successfully influence their strategic decision making. Nevertheless, our results indicate that an
autocratic decision-making style (i.e., low PDM) is not supportive for the transmission of a family
firm’s LTO into higher levels of EO. Also, our study focused on private family firms of a certain
size, employing at least five people and having a management team of at least two senior managers,
which makes it more likely for relational conflict to prevail and reinforces the need for PDM.

Interestingly, our conclusions parallel the findings of Lumpkin et al. [6] who theoretically explored
the degree to which family businesses can be entrepreneurial given an LTO. However, their study
conceptualizes EO as a multidimensional construct where the underlying dimensions are allowed to
vary independently [129,130]. Although their conceptualization of EO is different from the composite
dimension approach [1,95] we apply in our paper, neither approach is superior to the other [96].
By introducing PDM into this debate, our study contributes to their theoretical framework. Indeed,
our paper empirically shows that PDM, as a conflict management style, moderates the relationship
between LTO and EO by reducing potential relational conflicts. Our paper mainly focused on the
dark side of conflict (relational), because it is especially the dark side that influences the mechanism
that translates LTO in EO. Nevertheless, conflict also seems to have a bright side [69,131] but these
conflict types (e.g., task and process conflict) are fundamentally different in nature an do not affect the
LTO-EO relationship.

Also, using LTO as a temporal perspective [132–134], we contribute to an emerging research stream
discovering the drivers of firm-level decision-making processes [135,136]. Although a temporal perspective
is generally acknowledged as a fundamental paradigm in strategic management research, only a
small number of studies have empirically scrutinized how LTO affects strategic decision-making
processes. Recently, Lin et al. [24] found that having an LTO is beneficial for the richness, speed,
and creativity of strategic decision-making processes. As EO originally stems from strategic
management literature [137,138] our study contributes to this emerging research stream investigating the
effects of temporal orientations on strategic decision-making processes [139]. Moreover, introducing
PDM as a moderating mechanism into the LTO-EO relationship, we answer Lin et al.’s recent
call [24] to investigate how the hypothesized relationship between temporal orientation and strategic
decision-making processes alters under changed types of decision making (e.g., autocratic vs.
participative). In a broad sense, this study also contributes to the literature on “familiness” [39]
of the firm. The familiness concept stems from the RBV and refers to “the idiosyncratic firm level
bundle of resources and capabilities resulting from the systems interactions” [39] (p.451). Indeed,
the interaction between the family- and the business system often creates the opportunity to be more
long-term oriented [140]. Thus, an LTO can be seen as a potential resource for EO that stems from
the familiness of the firm. Here, we do not suggest that all family firms have an LTO because the
family business population is known to be a heterogeneous group [141,142]. In differentiating between
different levels of LTO and PDM we recognize that family firms are a diverse group in terms of
time orientation and decision making. As a consequence, merely having an LTO is not a sufficient
qualification for a family firm to have higher levels of EO. Although there is a conviction in family
business literature that family firms have a higher LTO than non-family firms [35,37,143], future
research may investigate to what extent our results might also apply to non-family firms.

Future research should also identify conditions under which the LTO-EO relationship becomes
less straightforward. For example, environmental dynamism can complicate the LTO-EO relationship
in such a way that family firms are more likely to take advantage of a short-term orientation rather
than an LTO. Namely, hostile environments may force family firms to think quick and prioritize the
short-term implications and impact of their decisions. Also, an investment opportunity may sometimes
require a fast decision without careful deliberation concerning its long-term consequences [10]. In sum,
other moderating variables may exist that can alter the relationship between a family firm’s LTO and
EO. Therefore, a more in-depth study of the association between a firm’s time orientation and its level
of EO is a highly desired future research area.
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For our independent variable LTO, there is little convergence among scholars about how to
measure the construct [6,9,144]. Therefore, we have chosen to measure a family firm’s time orientation
using Zahra et al.’s [3] LTO scale because it best fits our research context. Since time preferences
cannot be directly observed or measured, future research may benefit from the development of a more
fine-grained LTO scale. Moreover, our study did not address the potential performance consequences of
having an LTO. Although our study indicates that longer planning horizons stimulate entrepreneurial
behavior, future research should further investigate the extent to which these efforts ultimately generate
performance gains. Empirical research is needed to tease out the effect of temporality when studying
the EO-performance relationship in private family firms. The call to investigate the sustainability of the
EO-performance relationship was already launched in 1999 by Johan Wiklund [58]. In this light, a recent
study by Hernández-Perlines and Nina Rung-Hoch [145] has shown that EO interacts with corporate
social responsibility to affect family firm performance. It is self-evident that entrepreneurial activity that
is driven by the desire to achieve long-term success might not only be considered with financial returns.
Sustainable performance contains three dimensions that need to be taken into account: the economic
dimension, the social dimension, and the environmental dimension [145–147]. Especially, family firms
whose ultimate goal is to achieve long term survival must satisfy multiple stakeholders [148], including
non-financial goals of family members, often referred to as “socioemotional wealth” [28,36,37,149].
Thus, besides the temporal component explored in our research, other family-related non-financial
goals may intervene in the entrepreneurial process and eventually determine the sustainability of the
EO-performance relationship.

Nonetheless, our study has an important implication for practice. We showed that family firms
are very different when it comes to their orientation towards time, but in general their LTO provides
them a potential resource to engage in entrepreneurship. Our results showed that an LTO is merely a
potential resource of which managers should be aware when steering the family firm. Indeed, managers
should actively try to engage all key individuals in the decision-making process in order to prevent
that short-term pressures can evoke conflicts or threaten managerial commitment which may impede
successful implementation of the family firm’s dominant logic (LTO). Therefore, to avoid these potential
drawbacks, managers in family firms should try to facilitate mechanisms that favor PDM.

This can be done by encouraging all family members to participate in discussions and express
their point of views openly and candidly. Family firms can fully benefit of their LTO if they create
an atmosphere where there is room for discussion, negotiation, and revision [150]. This might be
a particular challenge in later generation family firms where older generations should be open to
accept the knowledge and input of younger generations, and vice versa [67,151]. Also, between family
members of the same generation and between family and non-family employees, mutual respect and
interaction are key.

6. Conclusions

This study demonstrates that a family firm’s time orientation is an important element in
understanding firm-level entrepreneurship. Our findings suggest that having an LTO supports family
firms in their entrepreneurial endeavors but an empirical analysis of the LTO-EO relationship shows
that the manifestation of LTO is highly complex and dependent on the family firm’s decision-making
style. Hence, building on RBV and resource orchestration theory, our main contribution has been
to position LTO as a potential resource for entrepreneurial family firms. The results of our analyses
suggest that a family firm’s LTO only results in higher levels of EO when a minimal level of PDM is
achieved. In other words, when a family firm’s dominant logic favors the long run, a participative
decision-making style is necessary to transmit this temporal orientation into EO. Our results support
the premise that PDM should be seen as a coordinating mechanism that strengthens the LTO-EO
relationship by enhancing managerial commitment [18] and reducing potential relational conflicts
among managers [19], especially when the family firm is faced with omnipresent short-term pressures.
For example, the sudden death of a predecessor, liquidity constraints, or crisis management, are all
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short-term pressures that may dramatically challenge successful enactment of the family’s dominant
logic towards LTO. Therefore, to circumvent internal conflicts these short-term pressures might entail,
family firms should try to facilitate mechanisms that favor PDM in order to grasp the full potential of
their LTO.
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Appendix A

Here, we illustrate the exact items [3] that were used to proxy a family firm’s orientation towards
time expressed through their organizational culture [3]. All items followed a seven-point Likert scale
(1 = not used at all, 7 = widely used). A higher score on this scale indicates a higher level of LTO.

To what extent are the following used in managing and evaluating your company’s performance?
Please circle the one number that best describes your company’s situation over the past 3 years.

• Formal face-to-face meetings among managers to discuss company performance
• Informal face-to-face meetings among managers to evaluate company goal achievements
• Evaluating company performance against subjective criteria such as customer satisfaction

Next, we illustrate the exact items [15] that were used to capture a family firm’s PDM. All items
followed a seven-point Likert scale (1 = totally not agree, 7 = fully agree). A higher score on this scale
indicates a more PDM style.

To what extent do you agree with the following statements:

• Our major operating and strategic decisions result from consensus-oriented decision making
• Our major operating and strategic decisions are made by single individuals with responsibility in

the decision area (reverse coded)
• Our business unit’s philosophy is to involve all levels of management in major operating and

strategic decisions
• Consensus seeking is a common and pervasive decision-making practice in my business unit
• Information and power are shared extensively in making decisions in my business unit.
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