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Abstract

In an increasingly competitive and globalized world, startups in emerging
markets face unique challenges and opportunities. Entrepreneurial Orientation
(EO) and innovation capability are now considered twin pillars of survival and
success in these regions. This study critically examines the intricate relationship
between EO—which includes innovativeness, proactiveness, and risk-taking—
and the capacity of startups to innovate within the volatile contexts of emerging
markets such as India, Brazil, Nigeria, Indonesia, and Vietnam. By combining
qualitative insights from interviews with 250 startup founders and quantitative
data from structured surveys, this research uncovers how EO directly influences
the innovation capability of startups. Findings indicate that while EO generally
has a strong positive effect on innovation capability, the dominant influencing
dimension differs by country due to variations in policy environment, cultural
factors, funding access, and institutional support. The study's comparative
approach offers deeper insights into the adaptability and strategic behavior of
startups operating under constraint-driven circumstances. It further emphasizes
the importance of ecosystem-level support to enhance entrepreneurial
effectiveness and technological advancement. The implications of this study are
particularly useful for policymakers, incubators, accelerators, and venture
capitalists who seek to nurture high-growth startups and improve innovation
outputs in emerging economies.
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1. Introduction

Startups have become the modern torchbearers of innovation, particularly in
emerging markets where traditional industries often fall short of meeting the
demands of rapidly changing consumer behavior and technological evolution.
The dynamic interplay between a startup’s strategic orientation and its ability to
innovate is essential to understanding competitive survival and long-term
sustainability. Entrepreneurial Orientation (EO) reflects the extent to which
firms are inclined toward taking strategic risks, being proactive in market
actions, and introducing innovative products or services. In contexts
characterized by institutional voids, limited financial infrastructure, and political
uncertainties—as is typical in emerging economies—the strategic posture of EO
becomes even more crucial.

This study explores how EO contributes to developing innovation
capability among startups operating under such constraints. While innovation
capability is often viewed through the lens of access to technology and talent, it
is increasingly clear that a firm’s orientation toward entrepreneurship
fundamentally shapes how it perceives and acts upon opportunities for
innovation. By focusing on five strategically selected emerging markets—India,
Brazil, Indonesia, Nigeria, and Vietnam—this paper captures the geographical,
cultural, and economic diversity that influences how EO is deployed and how it
translates into innovation.

The objective of this study is not only to identify general trends across
emerging markets but also to understand specific country-level dynamics that
mediate the EO-innovation relationship. The findings are expected to enhance

the current theoretical discourse on strategic entrepreneurship while offering
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practical guidelines for ecosystem actors aiming to catalyze innovation-driven
growth.

2. Literature Review

2.1 Entrepreneurial Orientation (EO)

Entrepreneurial Orientation refers to the methods, practices, and decision-
making styles that firms use to act entrepreneurially. Lumpkin and Dess (1996)
identified five key dimensions of EO—innovativeness, proactiveness, risk-
taking, autonomy, and competitive aggressiveness. Among these,
innovativeness, proactiveness, and risk-taking have gained prominence as the
most critical for startups. Innovativeness reflects a firm’s tendency to support
creativity and experimentation. Proactiveness involves taking initiative and
anticipating future market demands. Risk-taking indicates a firm’s willingness
to commit resources to ventures with uncertain outcomes.

Startups in emerging markets, which often face rapidly shifting environments,
rely heavily on EO to navigate uncertainty and volatility. EO becomes not just a
strategic posture but a survival mechanism. Research suggests that EO is
significantly associated with improved performance, market expansion, and
innovation outcomes (Covin & Slevin, 1991).

2.2 Innovation Capability

Innovation capability is the firm’s potential to continuously transform
knowledge and resources into new products, processes, and business models. It
is a multidimensional concept involving strategic learning, R&D investment,
collaborative networks, and internal culture. Startups, unlike large corporations,
often lack formal R&D departments and must rely on agile structures, cross-
functional teams, and bootstrapped methods to innovate.

In emerging markets, innovation capability is influenced by national innovation

systems, education levels, government support, and private sector collaboration.
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Entrepreneurs must often find creative ways to innovate despite limited access
to resources.

2.3 EO and Innovation Capability in Emerging Economies

The relationship between EO and innovation has been documented extensively,
but studies focused on emerging markets remain limited. In such environments,
EO may not only foster innovation but compensate for institutional voids. For
example, in Nigeria, EO allows entrepreneurs to find market gaps unaddressed
by public systems. Similarly, Indian startups use EO to overcome regulatory
delays and customer mistrust by delivering fast, innovative solutions. Research
indicates that EO-driven firms are more likely to introduce disruptive
innovations, particularly in sectors such as fintech, edtech, and healthtech.

This study builds on the work of previous scholars by providing cross-national
evidence on how EO influences innovation capability in environments marked
by high uncertainty and resource scarcity.

3. Methodology

This research follows a comparative, cross-sectional, mixed-method design to
provide both statistical generalizability and deep contextual insights. The study
includes two primary phases: a quantitative survey distributed among 250
startups, and qualitative in-depth interviews with selected founders and
innovation officers.

3.1 Sample Design and Country Selection

The countries chosen for this study—India, Brazil, Indonesia, Nigeria, and
Vietnam—were selected due to their large populations, fast-growing startup
ecosystems, and position as key emerging economies. A purposive sampling
technique was used to target early-stage and growth-stage startups in sectors
like technology, healthcare, agriculture, and education.

Each country contributed 50 respondents, selected from incubators, accelerator

programs, and startup directories. Respondents were required to hold decision-
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making positions such as founders, co-founders, or chief innovation officers to
ensure that responses were based on strategic knowledge and operational
experience.

3.2 Survey Instrument and Scale Design

The survey instrument was developed using previously validated constructs. EO
was measured using the Covin and Slevin (1989) scale, focusing on
innovativeness (5 items), proactiveness (4 items), and risk-taking (4 items).
Innovation capability was assessed using the Hurley & Hult (1998) framework,
which measures product innovation, process innovation, and the ability to
implement innovative strategies.

All items were rated on a 5-point Likert scale, with 1 indicating “strongly
disagree” and 5 indicating “strongly agree.” A pilot study with 25 startups
helped test reliability and clarity. Cronbach’s alpha values for EO and
innovation capability constructs were above 0.80, confirming internal
consistency.

3.3 Interview Framework

Qualitative interviews were conducted with 15 startup founders (three per
country) to explore context-specific insights. Open-ended questions covered
topics such as challenges in innovation, perception of risk, institutional support,
and the role of government policies.

3.4 Data Analysis Techniques

Quantitative data were analyzed using SPSS for descriptive statistics,
correlation, and regression. Structural Equation Modeling (SEM) using AMOS
was employed to validate the relationship between EO dimensions and
innovation capability. For qualitative data, thematic analysis was employed,

with coding carried out in NVivo to identify recurring patterns.
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The mixed-method approach ensures that statistical findings are enriched with

grounded narratives, enabling a holistic understanding of the EO-innovation

relationship across diverse socio-economic conditions.

4. Data Analysis

The quantitative data analysis revealed that Entrepreneurial Orientation has a

statistically significant and positive impact on innovation capability across all

five countries. The correlation coefficient between total EO and innovation

capability was r = 0.71, indicating a strong linear relationship.

4.1 Country-Level Comparison

A deeper analysis uncovered that while the overall EO—innovation relationship

Is robust, the dominant dimension of EO varies by country:

« In India, proactiveness had the strongest impact due to the highly
competitive environment and rapid technological adoption.

. In Brazil, innovativeness was key, particularly in creative sectors such as
fintech and media tech.

« In Indonesia, a balanced EO profile was observed, with all dimensions
moderately affecting innovation.

« In Nigeria, risk-taking was the primary driver, as entrepreneurs often operate
in high-risk regulatory and political climates.

« In Vietnam, proactiveness was again most influential, shaped by aggressive
government support for digital transformation.

4.2 Regression Summary

The regression model showed:

« Innovativeness (p = 0.72, p <0.001)

« Proactiveness (B =0.61,p <0.01)

« Risk-taking (p =0.53, p <0.05)
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These findings suggest that startups that strategically embrace innovation, act

ahead of competitors, and are willing to take calculated risks are more likely to

develop strong innovation capabilities.

4.3 Thematic Insights from Interviews

Interview narratives highlighted barriers such as:
. Lack of R&D infrastructure (Vietnam)

« Poor enforcement of intellectual property laws (India and Nigeria)

« Unreliable access to finance (Brazil)

« Talent migration and brain drain (Nigeria)

However, several founders emphasized “innovation under pressure” as a

cultural trait, where limited resources encourage practical creativity and

localized solutions.

5. Questionnaire with Tables

Table 1: Selected Questions from the Survey Instrument

Construct Sample Question Scale
Type
Innovativeness We invest heavily in new product Likert (1-
development initiatives. 5)
Proactiveness We typically initiate actions ahead of Likert (1-
competitors. 5)
Risk-taking We make large, bold decisions despite Likert (1
uncertain outcomes. 5)
Innovation We frequently redesign internal processes for | Likert (1
Capability higher efficiency. 5)
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Table 2: Country-Wise EO and Innovation Capability Scores

Country | Innovativeness | Proactiveness Risk- Innovation
taking Capability
India 4.2 4.5 3.9 4.3
Brazil 4.3 4.1 3.8 4.2
Indonesia 3.9 3.9 3.7 4.0
Nigeria 3.8 3.6 4.3 3.9
Vietnam 4.1 4.4 3.5 4.3

6. Case Study: HealthX (India)

Company Overview:

HealthX is a Bengaluru-based healthtech startup founded in 2019, aiming to
make affordable diagnostics accessible in rural India through Al-powered tools
and mobile clinics. Starting with minimal capital and operating from a co-
working space, the startup epitomizes a high EO firm in an emerging economy.
EO Profile:

HealthX displayed strong proactiveness by launching its diagnostic platform
ahead of its competitors during the COVID-19 pandemic. The startup also
showed significant risk-taking by investing early in Al technology and
partnering with public hospitals despite uncertain government contracts.
Innovation Capability:

The company developed a unique frugal Al diagnostic device that could
function without internet connectivity—an innovation directly addressing rural
infrastructure challenges. HealthX also introduced telemedicine services before
major players, showcasing its innovation agility.

Challenges and Overcoming Barriers:

With limited funding opportunities in India’s tier-2 cities, HealthX built

partnerships with medical colleges and NGOs to test and deploy their solutions.
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Founder interviews revealed that constraint-based innovation was not just a

necessity, but a strategy.

Key Learning:

HealthX’s story underscores how a high EO—particularly in the form of

proactiveness and calculated risk-taking—can drive innovation capability even

In resource-poor environments. Their approach is being replicated in similar

regions across Asia and Africa.

7. Conclusion

The findings of this comparative study across five diverse emerging economies

affirm that Entrepreneurial Orientation is a foundational element for building

and sustaining innovation capability in startups. While the relationship is

consistently positive, the intensity and form of this relationship vary

significantly by country due to institutional quality, cultural norms, market

maturity, and infrastructure.

In resource-constrained environments, EO acts as more than a strategic

direction—it becomes an entrepreneurial imperative. Startups with high levels

of innovativeness are more likely to bring novel ideas to life; those that are

proactive gain first-mover advantages; and risk-takers are better positioned to

seize high-reward opportunities in volatile environments.

This study offers practical implications:

« For entrepreneurs: Cultivating a high EO is essential, even in the absence
of full institutional support.

« For investors: EO indicators can serve as reliable proxies for assessing
future innovation capability and firm resilience.

« For policymakers: Tailored policies that reward proactive risk-taking and
support R&D collaborations can significantly enhance national innovation

ecosystems.
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Future research can build on this work by exploring longitudinal impacts of EO,
sector-specific dynamics, and the role of digital transformation in shaping both
EO and innovation capability.
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