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Abstracts

Today, as firms become more competitive in their fields, the use of strategic insights and management
practices are becoming an integral part of the firms' activities- especially for new ventures which are
in the early phases of their lifecycle. Indeed, they cannot improve their performance if they do not
take advantage of such tools and mechanisms. On the other hand, nascent firms are facing lots of
problems due to the lack of appropriate use of strategic insights. One of the main problems is the
acceptance of strategic management practices in such companies. Then, in this paper, the authors try
to investigate the elements which affect their acceptance. Authors use technology-organization-
environment (TOE) framework to examine the hypotheses. Findings reveal that all the factors were
influential, other than complexity, vendors' support, firm size, and industry type.
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Introduction

Large, medium, and small firms and new ventures around the world utilize
strategic management practices and tools to guide their activities (Salamza-
deh, 2015). In fact, strategic management practices are becoming an inevi-
table issue for the companies to run their daily affairs. On the other hand,
the literature provides an extensive list of incentives and obstacles to adop-
tion and use of strategic management tools and techniques by SMEs
(Wymer & Regan, 2005; Al-Qirim, 2007). Indeed, despite advances in stra-
tegic management and the acceptance by large organizations of such prac-
tices, the same level of adoption is not prevalent among SMEs. This also
suggests that SMEs face significant and unique challenges in adopting stra-
tegic management tools (Farsi et al., 2014). This low level of adoption par-
ticularly impedes new ventures in developing countries. Moreover, for in-
stance, cultural barriers in some countries may also exist to deter the ac-
ceptance of strategic insights as a way of guiding any business (Kapuruban-
dara & Lawson, 2006).

Among SMEs, new ventures, which are established based on knowledge
and new technologies (Tanha et al., 2011), are to a great deal, exposed to
different elements which affect their degree of acceptance. Moreover, many
scholars have been trying to find factors that influence the firms' acceptance
of strategic management practices, thereby ultimately enhancing its usage
(Schepers & Wetzels, 2007). Therefore, in this research the authors try to
investigate the elements which affect their acceptance. Authors use technol-
ogy-organization-environment (TOE) framework to examine the hypothe-
ses. The main theoretical/practical contributions of this research are as fol-

lows: (i) to investigate the acceptance of strategic management in Iranian
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new ventures, (ii) to elaborate the affecting elements and the degree to
which they might need to be considered, and (iii) to help researchers, poli-
cy-makers and officials in taking required actions for helping these new
ventures in eliminating the obstacles. In this paper, the authors provide a
brief and exact review of the literature. Then, the theoretical model is pro-
posed. Methodological issues are discussed next; and the authors discuss the
findings. Finally, the paper concludes with some main findings and future
directions for research.

Literature Review

New ventures vary substantially in their resource positions, the goals of
their founders and their potential to grow (Cooper, 1981). He examined stra-
tegic management separately in the start-up stage, and highlights its im-
portance. Some scholars report that only about 25 percent of new ventures
survive their first five years, and one of the main reasons for their failure is
their lack of attention to strategic issues (Ireland et al., 2001). On the other
hand, these firms face comparable challenges with regard to accepting and
implementing such insights. The extensive acceptance of these tools enacted
an opportunity for new organizational forms to emerge in new markets and
possibly transform established markets. Yet, these new organizational enti-
ties that exploited the capabilities of strategic management techniques had
no organizational edifice upon which to pattern their own nascent structure
(Salamzadeh and Kawamorita, 2015).

In fact, the main task of strategic management is to maintain an appropriate
balance between these fundamentally different processes (Burgelman,

1983). Like entrepreneurship, strategic management is also concerned with
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“the exploitation of profitable opportunities”. Many entrepreneurial efforts
succeed and lead, in turn, to the formation of new ventures and wealth crea-
tion for both the entrepreneurs and investors, while some fail due to lack of
strategic insights (Zahra & Dess, 2001). However, if risk, uncertainty,
threats, opportunities, etc., as variables or areas of study critical to under-
standing strategic management, are ignored simply because these are too
complex to be understood easily, the field of strategic management may be
left floundering in its attempt to understand, predict, and influence firms’
future, if such variables remain undefined (Baird & Thomas, 1985).

With the growing reliance on changing systems and increasing rapidity of
the introduction of new technologies, firms’ acceptance of strategic issues
continues to be an important issue (Zarea and Salamzadeh, 2012). The liter-
ature generally reviews potential readiness, adoption and diffusion factors
which SMEs perceived as important to influence their decision. To some
extent, the studies propose some models as a basis of considering firm read-
iness and adoption to embrace strategic management applications. Such
studies concern the pre-adoption and adoption stages issue by addressing the
potential motivations and barriers of its acceptance (Tanha et al., 2011).
Moreover, the integration of knowledge about entrepreneurship and strate-
gic management is important for advancing our understanding of how
wealth is created in new ventures and established firms (Ireland et al.,
2003).

Strategic management is an entrepreneurial task, and the owner/operator of
the small business firm therefore is the master strategist for the organization
(Dollinger, 1984). The identification and exploitation of opportunities is the

essence of entrepreneurship- whereas the essence of strategic management
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is in how these opportunities can be transformed into sustainable competi-
tive advantages (Kraus & Kauranen, 2009). Typically, avoidance of strate-
gic management is justified on the basis of everyday operational and admin-
istrative decisions, which by their nature may be complex and demanding
and often leave little time for anything else (Beaver, 2002). The field of stra-
tegic management is currently facing a number of fresh and somewhat un-
expected challenges rooted in the restless dynamics of environment
(Dagnino & Padula, 2009).

Yet, there are some controversial issues in the emerging domain of strategic
entrepreneurship in new ventures. For instance, strategic management is, by
definition, focused on strategic actions, whereas entrepreneurship is con-
cerned with many nonstrategic activities, such as firm organizing, resource
assembly, and the establishment of legal entities (Shane, 2012). To some
scholars, at the heart of the intersection between entrepreneurship and stra-
tegic management is corporate entrepreneurship, that is, entrepreneurship
inside a firm (Ren & Guo, 2011). Central to the relational view of strategic
management is the notion that firms enter inter-organizational relationships
to gain competitive advantage, for instance, by accessing unique resources
of a partner, which is an integral part of any success in running a new ven-
ture (Keil et al., 2010).

Different authors use different terms to show acceptance. Kwon and Zmud
(1987) have proposed a phased model consisting of six stages: (i) initiation
(organizations find the match between solutions and its application in organ-
ization); (ii) adoption (decision is reached to invest resources); (iii) adapta-
tion (applications are available for use); (iv) acceptance (applications are

employed in organizational use); (V) routinization (organization’s govern-
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ance systems are adjusted to account for the application); and (vi) infusion
(applications are used within the organization to its fullest potential)
(Dholakia & Kshetri, 2004). This model implies that strategic management
is controlled through deliberate planning processes and employee manage-
ment systems (Paarlberg & Bielefeld, 2009).

In sum, though some researchers suggest that entrepreneurship is about ven-
ture creation, strategic management is about how an advantage is main-
tained from what is already established and created (Zahra, 2008). However,
strategic management is an organization-wide activity in which each level
has to contribute in its own way (Kraus et al., 2007). Using strategic man-
agement might seem to be unattractive for new ventures, because most new
ventures are both asset poor and cash poor during their early years (Venka-
taraman, 1997). To build profitable market positions, new ventures have to
address multiple challenges on several fronts. These ventures can compete
by being simple (focused) or applying varied ways to compete. The likeli-
hood of these ventures remaining competitive depends on their use of stra-

tegic insights (Larrafieta et al., 2012).

Theoretical Framework

As mentioned earlier, the objective of this study is to develop and test an
integrated conceptual model of the strategic management acceptance in new
ventures. Several scales adapted from the literature on strategic management
acceptance, measuring the constructs (Markovic and Salamzadeh, 2012). As
Oliveira and Martins (2011) argue, there are many theories to study strategic
managemnt acceptance at firm level. The most used theories are as follows:

(i) technology acceptance model (TAM) (Davis 1986), (ii) theory of planned
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behavior (TPB) (Ajzen, 1985), (iii) unified theory of acceptance (Markovic
and Salamzadeh, 2012), (iv) DOI (Rogers, 2004), and (v) the technology-
organization-environment (TOE) framework (Tornatzky and Fleischer
1990). In this study, the authors follow the TOE framework. The TOE
framework posits that the adoption of strategic management practices de-
pends on organizational, environmental, and technological factors. Then the
research hypotheses are categorized under these three factors (see Figure 1).
Table 1 shows the operational definition of the variables.

Figure 1. Conceptual framework (Source: Self-elaborated)

Technological Factors

Perceived benefit
Relative advantage
Compatlbl | ity Control Variables
Organizational Factors Strategic
Manage-
Management > ment Ac- [ Industry
ceptance
Competence
Intensity of
Environmental Factors comnetition
Vendors' support

Financial resources
availability

External pressure
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Table 1. Definitions of the variables

Variable

Definition

1  Perceived benefit  Refers to the benefits that strategic management
can provide for the adopting organization
2 Relative ad- The degree to which an innovation is perceived as
vantage being better than the idea it supersedes
3  Compatibility The degree to which strategic management
is compatible with all aspects of our business op-
erations
4  Complexity The possible levels of complexity in the use of
such strategic management tools
5 Management sup- Refers to the involvement, enthusiasm motivation,
port and encouragement provided by management to-
wards the acceptance of strategic management
tools
6 Competence Refers to the level of technical expertise available
to the organization
7 Vendors' support  Refers to the support for implementing and using
strategic management applications that a business
obtains from external sources of technical exper-
tise
8  Financial re- The financial position of new ventures and the in-
sources availabil- vestment in complex strategic management
ity
9 External pressure  Refers to the influences that a new venture re-
ceives from sources external to it
10 Firm size Firm size was measured by number of workforce
11 Industry type 5 industry types were used to measure this varia-
ble
12 Intensity of com- The intensity of competition in the business was
petition assessed on a Likert scale.
13 Strategic man- Measures related to the frequency, extent of use,
agement ac- and criticality of the use of such strategic man-
ceptance agement practices in business operations
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Technological Factors

Recent research has recognized that technological factors are not the only
key to the effectiveness of strategic management acceptance. However, their
role is highlighted in the extant literature. The more knowledge an organiza-
tion has about strategic management, the more likely it will be to accept and
then to adopt strategic insights (see Tanha et al., 2012). Technological fac-
tors are also referred to as innovation characteristics in some studies of or-
ganizational adoption (Brown & Russell, 2007). In this study, the following
factors were identified: (i) Perceived benefit, (ii) Relative advantage, (iii)

Compatibility, and (iv) Complexity.

Organizational Factors

Some recent studies have indicated that various organizational factors are
likely to have a significant influence on strategic management acceptance
(see Salamzadeh et al., 2014). Organizational factors could be defined as all
of the hardware, knowledge, attitudes, and skills that exist within the organ-
ization in which the strategic insights are to be followed. Based on an exten-
sive literature review and considering the unique context of this study, the
following organizational factors are deemed important: (i) management

support, and (ii) competence.

Environmental Factors

Environmental factors are those changes in the business environment that
create threats as well as opportunities for an organization and are normally
out of the control of the managerial staff (Teo et al., 1998). Based on the

prior studies and the existing literature, the following environmental factors
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were identified: (i) Vendors' support, (ii) Financial resources availability,

and (iii) External pressure.

Methodology

The data was gathered through a survey between new ventures in three main
cities of Iran. A random sampling method was used using Cochran's formu-
la. Then, based on the formula 100 new ventures should be selected among
137 recognized new ventures as the research population (n=137; number of
new high tech ventures). After distributing the questionnaires, 96 sound
questionnaires were gathered and analyzed. Tables number 2 and 3 show the
configuration of the population.

Table 2. Research population

City  Number of New Ventures

Tehran 34
Isfahan 38
Shiraz 65
Total 137

Table 3. Descriptive statistics of the spin-offs

Categories Number
Firm size 1-5 58
5-10 32
10-50 6
Above 50 0
Industry type Biotechnology 6
IT 8
Nanotechnology 32
Robotics 22
Electronics 28
Intensity of competition Low 18
Medium 26
High 52
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A pilot test was initially conducted to enhance the study’s content validity.
Moreover, the majority of the measures used in the study were taken from
previously validated sources (see Table 1). Convergent validity, Average
Variance Extracted (AVE), and composite reliability (CR) were examined
as well (Table 4). The control variables were assessed as follows: firm size,
Industry type, and intensity of competition. PLS smart was used to test the
research hypotheses. The AVE values must be above .50; CR and
Cronbach's alpha values must be above .70. Table 5 shows that in no case
was any correlation between the constructs greater than the squared root of
AVE (the principal diagonal element). Thus, the measurement items used

for this study demonstrate good convergent and discriminant validities.

Table 4. AVE, CR, and Cronbach's alpha
AVE CR Cronbach's alpha

Management support g7 .93 .90
Compatibility 93 .97 .96
Competence .86 .96 94
External pressure .62 .90 .88
Financial resources availability .73 .88 .83
Relative advantage 78 .93 91
Perceived benefit 79 .92 87
Vendors' support .63 .83 74
Strategic management acceptance .62 .86 .79
Complexity J7 91 .87
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Table 5. Inter-construct correlations and the square root of AVE

1 2 3 4 5 6 7 8 10

©

1 8 0 0 0 O O O 0 o0 O
2 27 % 0 O O O O O 0 O
3 41 20 92 0 O O O O O O
4 03 34 28 79 0 0O O O O O
5 0 0 17 27 8 0 O O O O
6 .12 07 29 .13 10 8 O O O O
7 .06 00 .17 28 .78 10 89 O O O
g8 .09 05 .18 23 82 .19 89 80 0 O
9 27 50 .26 52 29 17 29 22 79 O
10 04 14 20 01 .01 .04 .00 .04 .10 .88

Legend: Management support: 1; Compatibility: 2; Competence: 3; External pressure: 4;
Financial resources availability: 5; Relative advantage: 6; Perceived benefit: 7; Vendors'
support: 8; Strategic management acceptance: 9; Complexity: 10

Findings and Discussion
In this study, a formal PLS model is provided along with a discussion of the
properties of its estimates. Partial least squares using Smart PLS was used to
analyze the data and test the hypotheses. PLS recognizes two models: the
measurement model and the structural model. The measurement model con-
sists of relationships among the conceptual factors and the measures under-
lying each construct. It is assessed by examining individual item reliabili-
ties, internal consistency and discriminant validity. It is necessary to test that
the measurement model has a satisfactory level of validity and reliability
before testing for a significant relationship in the structural model (see Ta-
bles 4 and 5).

The structural model gives information as to how well the theo-
retical model predicts the hypothesized paths or relationships. It is estimated

by the path coefficients and the size of the R-squared values. Smart PLS
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provides the squared multiple correlations for the endogenous construct in
the model and the path coefficients. R-squared indicates the percentage of
the variance of the constructs in the model. The path coefficients indicate
the strengths of relationships between constructs. Figure 2 shows the struc-
tural model. The coefficients could be compared to the ones which belong to
other variables. The test of significance of all paths was done using the
bootstrap re-sampling procedure. Figure 3 illustrates the t values. As the es-
timations were done at 95 percent significance level, then the t values
should be higher than 1.96. Table 6 shows the characteristics of the model,
and the test results. Based on the figures, vendors’ support and complexity
do not affect the strategic management acceptance. Because their t value is
lower than 1.96 and then the hypotheses are not confirmed.

Figure 2. Structural model

Technological Factors

| Perceived benefit

Eelative advantage

Compatibility

| Complexity

Organizational Factors

Strategic

| Management support management

acceptance
| Cotmpetence

Environmental Factors
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External pressure
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Table 6.Characteristics of the model

Load  Standard T
ing deviation  val-
ue

Management support - Strategic manage- 307 114 2.67
ment acceptance
Competence—> Strategic management ac- 292 101 2.88
ceptance
Compatibility-> Strategic management ac- 156 .087 5.78
ceptance
External pressure->» Strategic management  .311 072 4.28
acceptance
Financial resources availability=> Strategic  .484 632 3.76
management acceptance
Relative advantage -> Strategic manage- .160 .094 2.67
ment acceptance
Perceived benefit-> Strategic management 194 .564 4.34
acceptance
Vendors’ support->Strategic management  -.075 197 .384
acceptance
Complexity->» Strategic management ac- -.001 .084 012

ceptance
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Figure 3. t values

Technological Factors
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The GOF index is calculated to examine the fitness of the model. The low-
est figure for accepting the fitness of the model is 0.36 (Akin et al., 2009),
and the GOF index in this model equals to 0.63. Then its fitness is in an ac-

ceptable level.

GOF = \/communaltty x R?

GOF =+/0.75 x 0.53 = 0.63
Table 7 shows the result for one-tailed variance analysis. In other words,
variables were tested with one-tailed variance analysis to see whether there
were significant differences between them or not. The results show that the

control variables do not affect the hypotheses.
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Table 7. One-tailed variance analysis

Firm size
SS d.f MS F sig

Between groups 1.523 3 0.508 0.804 0.495
Within groups 58.085 92 0.631

Total 59.609 95

Industry type

Between groups 2.516 4 0.629 1.003 041
Within groups 57.092 91 0.627

Total 59.609 95

Intensity of competition

Between groups 0.127 2 0.064 0.099 0.906
Within groups 59.482 93 0.64

Total 59.609 95

Discussions and conclusion

New ventures are knowledge based companies which are seeking
to take advantage of the knowledge created by academics and its steering
core (Salamzadeh et al., 2011; Sooreh et al., 2011). One of the main prob-
lems is the acceptance of strategic managemnt in such companies. Then, in
this paper, the authors tried to investigate the elements which affect their
acceptance. Authors used technology-organization-environment (TOE)
framework to examine the hypotheses. Based on the findings all the hypoth-
eses were supported, except complexity and Vendors' support. Moreover,
control variables did not affect the strategic management acceptance. In oth-
er words, no matter how large new ventures are, how intense is the competi-
tion, or what the industry type is, the mentioned variables, other than ven-
dors’ support and complexity, will affect strategic management acceptance.
The findings of the research are in line with prior studies. For instance the

importance of management support and competence are discussed in prior

145



Shahidifar, E. 2016. Strategic management in new ventures: the role of technological, organizational
and environmental factors

studies. Scholars such as Davis (1989), Ghobakhloo et al. (2011), Aleke et
al. (2011) also highlight the importance of perceived benefit, and relative
advantage. Moreover, authors such as Ifinedo (2011), and Love et al. (2001)
elaborate the role of external pressures, and financial resources availability.
However, there are some limitations in the present study. First, lack of ac-
cess to new ventures in these three cities was a critical issue in this study.
Second, future research should benefit from investigating factors and condi-
tions affecting which are not discussed in this research, due to the main fo-
cus of the study. Third, this study is limited in having included only three
case studies. In the future more cases should be examined, not only of oth-

er new ventures and start-ups from just one region.
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