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Abstract

Entrepreneurial performance is a construct evolved from organizational theory and strategic
management. It is extensively researched and discussed to define venture success or failure in
entrepreneurship domain. However, there is lack of consensus between scholars to choose
measures and data sources used to identify the behavior of entrepreneurial performance
construct. Due to this they have been facing considerable difficulty to choose accurate and
adequate performance measure which is critical to consistent results. Present paper reviews
existing literature focusing on entrepreneurial performance construct and its measurements. The
purpose of this paper is to identify current position regarding the entrepreneurial performance
construct and its measurements and issues. The existing literature related to measurements of
entrepreneurial performance were reviewed. The results depicted that vast majority of the studies
have considered unidimensional measures especially financial measures as core which covers
mostly efficiency, profit and growth dimensions. Very few studies have considered operational,
and stakeholder satisfaction dimensions. As like as measures, most of the studies, (more than 75
percent) were used primary data, very few studies were used secondary and triangulated data
source. This leads the inaccuracy in results.

Key works: Entrepreneurial performance construct, measurements, triangulated data source,
organizational performance

Introduction

Entrepreneurial performance refers the act of performing or execution or accomplishment of work
or entrepreneurial success/failure or entrepreneurial outcome. It is also concerned with
accomplishment of entreprencurial goals by exploiting designed mechanism and available
resources. Entrepreneurial performance is defined as ‘the achieving of set entrepreneurial goals’
(Van Vuuren, 1997); entrepreneurial performance utilizes the available opportunities to grow the
business, (Ladzani, & Van Vuuren, 2002). Performance is a yardstick by which the founder
measures success (Hanks, 1994). The entrepreneurial performance construct has been using
interchangeably to identify new venture survival, growth and success of business organization in
entrepreneurship domain.

The performance construct mostly studied in organization theory and strategic management,
(Myint, 2016). The organization theory has indicated three approaches to measure organizational
performance. They are goal-based approach, system approach and constituency approach. The
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goal-based approach discusses the organizations can be assessed based on the goals they set
(Etzioni, 1964). The system approach noted the simultaneous achievement of multiple, and
generic performance aspects must also be considered (Steers, 1975). The constituency approach
came to examine the extent to which the schedule of various shareholder groups is satisfied
(Thompson, 1967; Pfeffer & Salancik, 1978).

The strategic management also integrates three organization theoretic approach, which includes
various hierarchical constructs having different measurements. They are financial performance
construct, operational performance construct, and constructs based on two dimensions, first one
financial versus operational measures, and second based on primary versus secondary data
sources used for gaining data of each indicator (Venkatraman & Ramanujam, 1986).

They have also distinguished between financial and nonfinancial performance measures into
objective and subjective measures of performance based on the feature they possess. Such as the
objective dimension has a quantifiable (physical or observable) attribute. It may be considered as
a subjective dimension or perceived dimension and individuals evaluate the objects based on
perception. In contrast of objective dimension, the perceived dimension is the individual’s
interpretation that may or may not be based on objective dimension (Hair et al. 2010). Moreover,
the subjective measures are typically described as perceptual that provide a relative assessment of
performance (i.e., as compared with competitors) rather than exact numerical values (Dess &
Robinson, 1984).

The other distinction between performance measurements is financial versus non-financial
measures. The financial measures include items such as sales growth, return on asset and non-
financial indicators include satisfaction and global success ratings made by owners or business
managers (Rauch et al. 2009). On the basis of these differences in financial and non-financial
performance they further categorized performance dimension as archival financial performance,
perceived financial performance, nonfinancial performance and perceived nonfinancial
performance. They suggested that both financial and non-financial measures could be described
when measuring performance.

Among performance measures stated above the financial performance construct is located at the
core of organizational effectiveness dimension. Although it is considered as essential, but not yet
sufficient (i.e. Chakravarthy, 1986). The operational performance construct is also considered as a
“beyond the core” measure of performance which considers indicators such as market share that
ultimately led to financial performance (Kaplan, 1983; Murphy et al., 1996). Thus, Venkatraman
and Ramanujam, (1986) suggested that both operational dimensions and financial dimensions
should be investigated while studying the performance of the organization. Several other scholars
also have noted the importance of using multiple measures of the dimension of performance
(Kaplan,1973, Gupta, 1987, Steers, 1975, Randolph, Sapienza and Watson,1991).

Entrepreneurial performance construct has been measuring by the multidimensional scales as
stated in the literature of organizational performance. However, there is lack of consensus
between scholars to choose performance measures. Due to this entrepreneurship scholars have
been facing considerable difficulty to choose accurate, and adequate measures of performance
construct and data source, which is critical to obtained accurate results (Myint,2016).
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To meet this gap present paper reviews existing literature focused on entrepreneurial performance
construct and its measurements. The purpose of this paper is to identify current position regarding
the performance dimensions, measures and data source used. The rationale for this is that
evaluation of dimensions, measures and data sources helps future researcher to make an
understanding about current practice and  also helps to broaden the knowledge of
entrepreneurship domain. The paper follows initially introduction of entrepreneurial performance
construct, after which reviews the performance dimensions, measures and data sources used in the
existing literature studies with controversy issues and finally presents discussion and conclusion.

Dimensions and measurements

There are several dimensions and measures have developed under three dimensions as stated
above for measuring entrepreneurial performance construct. In the review of measuring
performance in entrepreneurship research Murphy, (1986) have found eight performance
dimensions. They are presented in table 1.

Dimensions Frequency
Efficiency 30
Growth 29
Profit 26
Size 15
Liquidity 9
Success/Failure 7
Market share 5
Leverage 3

Source: Murphy, (1996)

Moreover, another review of performance measurement in entrepreneurship conducted by Myint,
(2016) have found 7 dimensions. Out of total 2 dimensions are new i.e., stakeholder satisfaction
with overall performance and reputation. They are presented in table 2 with their frequency of use
in the sample study.

Table:2 Performance dimensions with Frequency

Dimensions Frequency
Growth 32
Profit 15
Efficiency 13
Liquidity 8
Market share 6
Satisfaction of stakeholder 5

with overall performance
Reputation 1
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Source: Myint, (2016)

There is altogether 10 dimensions have shown in table 1 and 2. Table 1 shows efficiency is a
frequently used dimension (i.e., 30 out of 51) in sample article. Table 2 shows growth is a
dimension having high frequency (32 out of 51). They all either growth and efficiency or profit,
size, and liquidity are representing financial measures. The operational dimension i.e., market
share and the satisfaction dimension i.e., stakeholder satisfaction dimension both are in lower
frequency i.e., 5. The data stated in table 1 and 2 shows financial dimension is frequently used

dimension in entrepreneurial performance literature.

The measures which are frequently used in the study of entreprencurial performance construct,

they have found under 10 dimensions are presented in table 3.

Table 3: Measurements and their frequency

Dimensions Measures Frequency Measures Frequencies
Efficiency Return on Investment 13 Average returnon 2
assets
Return on Assets 9 Net sales to total 1
capital
Return on Equity 9 Return on average |
equity
Return on net worth 6 Internal rate of 1
return
Gross revenue per 3 Relative product 1
employee cost
Growth Change in sales 23 Job generation 1
Change in employee 5 Company birth 1
Market share growth 2 Change in present 1
value
Change in net income 2 Number of 1
margin acquisitions
Change in CEO/Owner 2 Change in pretax 1
compensation profit
Change in labor expenses 1 Loan growth 1
in revenue
Profit Return on sales 11 Stock price 1
appreciation
Gross profit margin 7 Price to earnings 1
Net profit margin 8 Respondents’ 1
assessment
Net profit level 5 Earnings per share 1
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Size/Liquidity

Success/Failure

Market Share

Leverage

Satisfaction of
stakeholder
with overall
performance

Net profit from operation
Pretax profit

Clints estimates of
incremental profit

Sales level

Cash flow level

Ability to fund growth

Current ratio

Quick ratio

Total assets turnover
Cash flow to investment
Discontinued business

Researcher’s subjective
assessment

Return on net worth

Respondents’ subjective
assessment

Respondent assessment

Firm product sale to
industry product sale

Debt to equity

Time interest earn

Profit satisfaction (return
on investment, return on
equity, return on assets,
net profit margin)
Growth Satisfaction
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Average return on
sales

Average net profit
margin

Market to book
value

Number of
employees

Cash flow to sales

Inventory
turnover

Account
receivable
turnover

Cash flow to total
debt

Working capital
to sales
Operating under
court order

No new telephone
number

Salary of owner

Change in gross
earning

PIMS values

Long term debt to
equity
Stockholders’
capital to total
capital
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(Sales growth, growth in

number of employees,

market share growth)
Reputation The business’s 1

international reputation

Others Change in employee 1 Relative quality 1
turnover
Dependents in corporate 1 1
sponsor

Source: Murphy, et.al., (1996) and Myint, (2016)

Total 74 measures of performance are observed under 10 dimensions in table 3. The vast majority
of performance measures related to one of performance dimension i.e., financial dimension. The
two measure from operational dimension is market share and reputation and two measures from
stakeholder satisfaction dimension are profit satisfaction and growth satisfaction. The result
shows that entrepreneurial performance is mostly measured by financial dimension including the
measures of efficiency, profits, growth and size. They are mostly unidimensional. This finding is
inconsistent with organization performance literature i.e., performance studies most be
multidimensional for accurate result.

As like as dimensions and measures, the data source used for the study of entrepreneurial
performance have found variance among the studies. Out of total (51 articles)75% sample article
have considered primary data sources (i.e., questionnaire- interview), 29% have considered
secondary data sources (i.e., archival data source), and only 6% have considered both (i.c.,
mixed/triangulated data source) (Murphy, et.al., 1996). Another study conducted by Myint,
(2016) stated that 60% sample article (51 articles) have considered primary data sources, 26%
have used secondary data sources and 14% have used both (mixed/triangulated).

Issues

There are three major issues arising in the study of entrepreneurial performance. They are 1) issue
related to dimensionality, ii) issue related to data sources and iii) issue related to subjectivity and
objectivity.

The first issue is concerned with the question that which dimensions and measures are important
to be considered in the study of entrepreneurial performance. Only financial, both financial and
operational, or financial, operational and stakeholder satisfaction. The second issue is concerned
with the question that which data sources used to measure entrepreneurial performance. Only
primary, only secondary or both primary and secondary. The third issue is concerned with
accuracy of subjectivity and objectivity.
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Discussion and conclusion

Performance construct in general is extensively researched to measure success of organizations.
Entrepreneurial performance is not expectation. The accuracy and adequacy in measurements is
critical to identify organizational success/ failure. Existing literature related to organizational
performance measurement suggested that use of multiple measures form multiple dimensions will
be near to accuracy and adequacy. However, vast majority of the studies in entrepreneurial
performance studies are used unidimensional measures i.e., efficiency, profit, growth, liquidity,
and size. The measures form operational and stakeholder satisfaction dimension are rarely in
practice. Organizational performance literature does support multidimensional measures for
accuracy of result. As like as measures, most of the entrepreneurial performance studies are
conducted by using only primary data. Entrepreneurial performance measured by using only
primary data covers only the subjectivity of performance. Without objectivity from archival data
the study will be far from accuracy. Thus, entrepreneurship scholars should be used
multidimensional scales to measure entrepreneurial performance.
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