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Abstract:

1. Introduction

In the entrepreneurial organization, new ideas and projects are initiated by individuals, but leaders take re-
sponsibility for the emerging initiatives and encouraging innovations that create new value. Traditionally
managed companies tend to grow at a moderate pace, without compromising current activities, risking re-
sources or jeopardizing current managerial positions and structure. One of the biggest challenges for en-
trepreneurial leaders is how to embrace the latent conflict in the organization, and balance market validated
and successful ongoing operations with unproven innovations, disturbing embedded patterns and bring
discomfort, but aiming to secure a long term competitiveness. Companies emerge as innovative and un-
structured new ventures, but growth eventually results in increased formalization, more rigid organizational
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structure, while the leadership style is getting more conservative and short-term oriented. The need for en-
trepreneurial initiative gets stronger, but the entrepreneurial intensity is declining. 

Researchers are shifting focus from entrepreneurship as an individual initiative leading to development of
new business towards entrepreneurship as a means of organizational growth and strategic renewal, initiated
by employees within established companies. It is imperative to revive the entrepreneurial spirit by adapting
the leadership style and creating a more flexible organization.

As organizational entrepreneurship is still a nascent field of research, relatively few studies in the past ad-
dressed the issue of organizational prerequisites for encouraging entrepreneurial behaviour (Kelley, 2011;
Sebora et al., 2010; Srivastava and Agrawal, 2010; Goffin and Mitchell, 2010). Entrepreneurship in general,
and especially organizational one, is a complex and dynamic process, based on a sequence of structural
and management preconditions, and as such requires further investigation. However, so far, previous stud-
ies have been mainly descriptive, lacking empirical evidence, with insufficient conceptual foundation. Some
researchers note that a traditional organization should be redesigned towards more organic, flexible, infor-
mal and decentralized structure, with new leadership style, capable of motivating and empowering em-
ployees to become entrepreneurs themselves (Martin-Rojas et al., 2011; Bhattacharyya, 2006). Even though
numerous studies have addressed leadership style and organizational structure as part of management
studies separately from each other, a gap still exists in the field of organizational entrepreneurship, particu-
larly referring to the impact these factors might have on employees’ entrepreneurial intentions, which is the
main reason for initiating our research.

The paper is structured as follows. First, e conceptual model and theoretical considerations are provided
based on a relevant literature review. Second, the research design, methods, measures and sample are de-
scribed. Next, the results are presented, followed by discussions, critical evaluation, scientific and practical
implications. Finally, the limitations of the study are reflected and possible avenues for further research are
indicated.

2.  Theoretical Background and Hypothesis

Researchers have been making considerable efforts to analyze how the internal organizational context af-
fects individual entrepreneurial behaviour (Zahra et al., 1999). Shepherd and Krueger (2001) pointed out
that the internal environment does send signals to potential entrepreneurs, but they are not always clear and
straightforward. Researchers argue that organizational structure (Covin and Slevin, 1991), appropriate lead-
ership style and support (Sebora et al., 2010; Kuratko et al., 1990; Stevenson and Jarillo, 1990) are possi-
ble determinants affecting entrepreneurial actions (Kantur and Iseri-Say, 2013). Our model identifying key
factors of employee's entrepreneurial intentions is illustrated in Figure 1.

Figure 1: Key factors influencing employee's entrepreneurial intentions – entrepreneurial
leadership and entrepreneurial organization structure
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Numerous researchers have embraced an approach analyzing entrepreneurial activities, measured on a
scale ranking the companies as more or less entrepreneurial, depending on innovation, risk propensity and
proactive behaviour of employees (Covin & Slevin, 1989; Miller, 1983). In this paper we adopt this scale to
analyze employees’ entrepreneurial intentions. Innovativeness reflects the willingness of the organization to
make a detour from the existing practices and support the development of new ideas, experimentation and
creative processes that might lead to new products, services or technology improvements. Until recently, the
focus was mainly on technology innovation and advanced production processes, while more recently in-
creased attention is paid to other types of innovation, as well. One of the main factors distinguishing entre-
preneurs from other employees in organization is willingness to take chance. Risk propensity is traditionally
attributed to individuals, not to organizations. It refers to the extent to which a person is willing to take a
chance with respect to possible loss. The result is frequently the discrepancy between individual employ-
ees willing to risk and resistant organization, and vice versa, risk-taking organizations with individuals un-
willing to step out of the comfort zone (Lumpkin & Dess, 1996). Autonomy provides the freedom, flexibility
and opportunity to initiate entrepreneurial activities (Lumpkin et al., 2009). This is paramount for taking ad-
vantage of unutilized potentials of the organization, identifying opportunities outside the core competence
and new venture development. Entrepreneurial initiatives are frequently driven by employees acting au-
tonomously in relation to the formal subordination system, often positioned on lower levels of hierarchy.
They represent new energy and provide fresh impetus by problem solving beyond the cognitive and orga-
nizational patterns. In the following sections we elaborate how entrepreneurial leadership and organization
structure influence employee's entrepreneurial intentions. 

2.1 Entrepreneurial leadership 

Entrepreneurial leadership demonstrates the ability to influence others to strategically manage resources in
order to encourage a quest for opportunities and sources of competitiveness (Covin and Slevin, 2002). The
entrepreneurial leader must convince the followers that entrepreneurship is an integral part of organizational
values and the responsibility of every employee. It helps in motivating potential entrepreneurs, providing
support in innovation development and securing the necessary resources (Hornsby, Naffziger, Kuratko and
Montagno, 1993).

An organization managed by an entrepreneurial leader is more likely to be engaged in stimulating and en-
couraging employees' entrepreneurial intentions (Ling et al., 2008). Entrepreneurial leadership is defined
primarily in terms of the leader's effect on followers, and the behaviour used to achieve this effect (Bass and
Avolio, 1995). Entrepreneurial leaders offer a purpose transcending short-term goals; they appear as vi-
sionary and inspiring figures, motivating, assembling teams, providing recognition and guidance. They in-
spire trust, admiration, loyalty and respect, motivating their followers to engage beyond expectations. By
questioning the existing organizational processes and structure, they shape the behaviour of the first-level
managers in terms of their risk propensity, influencing the overall corporate entrepreneurial efforts (Ling et
al., 2008). Entrepreneurial leadership in the form of inspiring and stimulating employees has a significant pos-
itive impact on employee attitudes to changes (Babic et al., 2014). Entrepreneurial leaders influence their
subordinates raising awareness of the importance of change, encouraging them to align personal and or-
ganizational goals and activate higher-order needs (self-respect, success, promotion, etc.). Entrepreneurial
leaders influence others to manage resources strategically in order to emphasize both opportunity-seeking
and advantage-seeking behaviours (Fernald et al., 2005, Covin and Slevin, 2002). The leader is capable of
anticipating and envisioning the future; he is flexible, having strategic orientation and collaboration with em-
ployees, aiming to initiate change that will ensure competitiveness (Kuratko and Audretsch, 2009). Man-
agers with leadership capabilities have a key role in organizational learning, and in general, internal
knowledge transfers (Petkovic, Aleksic Miric, & Bozinovic, 2011). The leader’s responsibility is to convince
others that entrepreneurial activities represent an integral part of the dominant value system and that all em-
ployees are responsible for their implementation. He provides guidance and motivation for potential entre-
preneurs, refining entrepreneurial ideas and obtaining the necessary resources (Hornsby et al., 1993). When
the top management clearly communicates an entrepreneurial strategic vision, employees will have more
audacity, orientation and moral justification to behave in an entrepreneurial manner (Ireland et al., 2009). 

Recent research studies focused on the leader's cognitive factors (Alvarez and Barney 2007; Hayton and Kel-
ley 2006; Antoncic and Hisrich 2003; Wright et al., 2000;) influencing the employee’s entrepreneurial inten-
tions. Entrepreneurial leaders demonstrating initiative, pushing change, and focusing on positive outcomes
have a higher influence on employees. They are better equipped to start and implement changes, and less
prone to discouragement and suspicion. Hope, optimism and flexibility are often referred to in the literature
as key prerequisites for the emergence of entrepreneurial leadership (Peterson, Walumbwa, Byron, & My-
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rovitz 2009). Entrepreneurial leaders are pioneers, motivating and inspiring employees to adapt, by exhibit-
ing emotional intelligence, self-consciousness, self-control and social skills (Grant, 2009: 458-460). They
demonstrate self-confidence and gain the trust and affection of employees, manifesting an idealized influ-
ence and inspirational motivation. Employees perceive them as visionary and are willing to follow by ex-
pressing entrepreneurial intentions. Thanks to positive attitude and unquestionable moral compass, they take
proactive approach, keep moving forward, regardless of the challenges they might face. They strive to en-
courage risk-taking, creativity and innovation by adjusting leadership style depending on circumstances.
Optimistic leaders communicate a clear vision, strengthening the faith of the employees and the persuasion
that change is not only possible but necessary along the way. Even under high levels of stress, they will re-
main steadfast, enthusiastic and willing to act. Leaders encourage followers to be creative and innovate by
providing intellectual stimulation and inspiration.

Hypothesis 1. Entrepreneurial leadership style has a positive influence on employees' entrepreneurial in-
tentions. 

2.2 Entrepreneurial organizational structure

Numerous studies have been conducted regarding organizational conditions favourable for encouraging en-
trepreneurial initiative, especially in the context of designing an adequate organizational structure (e.g. His-
rich et al., 2008: 75- 77; Hornsby et al., 1993; Zahra, 1991; Guth and Ginsberg, 1990; Sathe, 1989;
Burgelman, 1984). Organizational structure is the formal pattern of how jobs are allocated to people and di-
visions, how the communication flow is structured and how the hierarchical relationships between people
are made (Noorderhaven, 1995). The organizational structure of new venture is dynamic and flexible, but in
time, as an organization grows, it is getting more and more rigid and bureaucratic, restraining creativity and
entrepreneurial initiative. 

Organizational structures are not equally capable of supporting the employees’ innovative behaviour. The re-
quirements of entrepreneurial organizations are not conducive to traditional structures, predominantly in-
clined towards short term exploitation, neglecting long-term competitiveness. Designing an "ideal"
organizational structure, friendly to entrepreneurial initiatives and actions involves a sequence of decisions,
referring to defining clear vision and strategic direction, levels of specialization, departmentalization, coordi-
nation, the span of control, decentralized authority, and communication (Zur and Walega, 2015). Daft and
Levin (1993) argue that rapid changes in technology and necessity of encouraging entrepreneurial initiative
in organizations means that they should be characterized by "flatter hierarchies, decentralized decision-mak-
ing, a greater tolerance of ambiguity, permeable internal and external boundaries, empowerment of employ-
ees, capacity for renewal, self-organizing units and self-integrating coordination mechanisms". In a flat
organizational structure cross-functional collaboration and interactions are priorities, the span of control is
broad, and number of hierarchical levels is limited. It is noted that a more flexible organizational design em-
bodied in contemporary organization structures, provide more space for the promotion of entrepreneurial
behaviour (Dess et al., 1999).

Organizational structures can be classified as follows (Miller, 1996): simple structure - centralized authority,
low specialization and formalization, coordination through direct monitoring, innovation depending on the
leader’s knowledge and awareness; mechanistic bureaucracy – a strong hierarchy and bureaucracy, high
centralization and formalization, coordination through standardization, technology automated and integrated,
internally oriented information system; organic structure - a highly flexible structure, hierarchy is not em-
phasized, few bureaucratic rules and procedures, cross-functional collaboration is encouraged for design-
ing and developing complex products with a short lifecycle, an adjustable externally oriented information
system, emphasized interpersonal relations and communication, decentralized authority, based on expert-
ise (Miller, 1983); division structure - product/market oriented divisions as separate profit centres often have
an organic structure, authority is delegated to division managers, constant pressure towards formalization,
entrepreneurial intensity varies, over time divisions become more bureaucratic and autonomous. Divisions
are mainly focused on incremental innovation; therefore, corporate entrepreneurship is at a low or medium
level (Besanko et al., 2004: 543-545).

Organic structure, the most adequate for encouraging entrepreneurial intentions, implies decentralized au-
thority, based on expertise, and a high level of interaction between employees, where coordination is mainly
exercised through lateral communication, without filtering information. This is a non-bureaucratic organiza-
tion, with low specialization and flexible grouping of units, with a broad span of control. Unstructured and
innovative problem solving as building bricks of entrepreneurship, are not in compliance with strong cen-
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tralization, typical for traditional organizational structures, where creative thinking and seeking alternative
ways is discouraged, resulting in employees resistant to change. Standardized activities such as employee’
wage, accounting, taxation and procurement can be organized according to bureaucratic procedures, but
new product development, marketing and strategic planning require a more flexible organic structure (Grant,
2009: 182-183). In an organic structure hierarchy is not emphasized, authority decentralization positively af-
fects the knowledge management process in general, ideas flow through normal communication channels,
creating internal environment favourable for employees' entrepreneurial intentions. 

Organic structure, with low formalization, few rules and procedures, tends to make people feel more relaxed
as it opens opportunities for mutual knowledge exchange, thus creating a higher level of creativity and will-
ingness to demonstrate entrepreneurial initiative (Eric Nielsen, Stojanovic-Aleksic, & Zlatanovic, 2019). High
formalization not only fails to ensure an unrestricted flow of knowledge but can also hinder the develop-
ment of new ideas. Cross-functional collaboration, characteristic for organic structure, is encouraged, es-
pecially in designing and developing complex products with a short lifecycle. Highly specialized, routine
and repetitive activities of employees are in most cases very formalized, restrained by numerous rules and
procedures. This is not a favourable environment for individual entrepreneurial initiative; on the contrary,
any independent action might be strongly discouraged. Formalization is therefore in inverse correlation with
creativity and innovation, but also with hierarchy level, indicating that middle and top management structures
are having more maneuvering space to encourage individual initiative and backup good ideas.

Hypothesis 2. Organic organizational structure, decentralization and low formalization have a positive influ-
ence on employees' entrepreneurial intentions. 

3. Research Design

Data were collected through field research from a random sample of 208 respondents from 19 companies
operating in Central Serbia. The companies in the sample operated in a diverse range of industries, includ-
ing car manufacturing, insurance, food processing and packaging solutions, and pharmaceutical/health-
care production. No single industry is represented in the sample with a proportion higher than 21%.
Companies selected for the study were required to be at least two years old and to rely on product or serv-
ice innovation for survival. Participating and non-participating companies showed no significant differences
in terms of size as measured by the number of employees. A five-point Likert scale was used, with respon-
dents ticking the fields to denote the extent to which they (dis)agree with each affirmatively defined state-
ment. The questionnaire was pre-tested to find the average completion time. Overall, the response rate was
27.89%, which is comparable with other similar studies.

The sample is structured as follows: males 66.7% (130 respondents), females 33.3% (65 respondents). For
13 respondents, no data was available. The most numerous respondents were in the 36-45 years age group
(39.9%), followed by those of 26-35 years (38.4%), 46-55 years (15.2%), 18-25 years (4%), and more than
56 years (2.5%) of age. In total, 163 respondents (82.3%) were younger than 46. Regarding educational
level, the majority of the respondents have a university degree (54.8%), college or vocational education
(17.1%), which in total forms the majority of the sample (71.9%). Respondents with 6-15 (39.0%) and 3-5
(20.5%) years of work experience dominate. 22 respondents (11.0%) have less than 2 years and only 10 (5%)
have more than 30 years of work experience. Respondents are engaged in various jobs: 50 in manufactur-
ing (28.2%), 24 in finance and accounting (13.6%), 23 in logistics and distribution (13.0%), 21 in marketing
and sales (11.9%), 20 in technical support (11.3%), 12 in procurement (6.8%), and 7 (4.0%) in maintenance
and R&D units. Eight respondents (4.5%) have other responsibilities, as well. The sample includes 52 man-
agers at all levels: 9 seniors (17.3%), 31 middle (59.6%) and 12 supervisors (23.1%). In total, 47 managers
are highly educated (90.4%) and 43 are 26-45 years old. 

In our research, we use previously developed and validated measurements, innovation, risk taking and
proactiveness (autonomy). The measures have been used for more than three decades for measuring en-
trepreneurial activities within established organizations (Zahra, 1991, 1996; Covin & Slevin, 1989, 1991; Guth
& Ginsberg, 1990; Miller, 1983). The complete questionnaire is provided in Table 1.
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Table 1: Questionnaire

The analysis showed that there are no statistically significant differences in the analyzed variables between
companies who did and those who did not take part in the study.

4. Results 

In this section, we present our findings concerning the key study variables. The reliability of the scale was
measured by Cronbach's Alpha coefficient ( =0.868). As the minimum threshold for this ratio is 0.7, the
questionnaire is reliable as a measuring instrument and the variables used for measurement are internally
consistent (Nunnally, 1978). Descriptive statistic is presented in Table 2.

Table 2: Descriptive statistics for key study variables

Correlation analysis has been used to identify and quantify the strength of the relationship between the an-
alyzed variables. We are drawing conclusions using Pearson’s coefficient (r) by setting an appropriate sig-
nificance level (p<0.05; p<0.01) (Table 3). 
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Table 3: Correlations among key study variables

**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

The regression model has been used to analyze the influence of leadership style and organizational struc-
ture on employees’ entrepreneurial intentions (innovation, risk propensity, and autonomy). The regression
model results are presented in Table 4 for entrepreneurial leadership as a predictor of employees’ entre-
preneurial intentions. 

Table 4: Entrepreneurial leadership as predictor of employees’ entrepreneurial intentions

* probability level p 0,05; ** probability level p 0,01 
standardized regression coefficients are reported; all tests are two tailed

The above procedure was repeated to test the organizational structure as a predictor of the employees’ en-
trepreneurial intentions (Table 5). 

Table 5: Organizational structure characteristics as predictor of employees’ entrepreneurial intentions

* probability level p 0,05; ** probability level p 0,01 
standardized regression coefficients are reported; all tests are two tailed

5. Discussions and Contributions

The subtle signals the management is transferring to employees have a strong impact on their behaviour.
Analyzing the relevance of an entrepreneurial leadership style for employees’ entrepreneurial intentions,
employees consider leaders’ initiative and pioneering to be the most important ones (Table 3). There is a sta-
tistically significant moderate positive correlation between the variables of entrepreneurial leadership, pio-
neer (r=0.167, p<0.05), proactive (r=0.225, p<0.01), initiative (r=0.206, p<0.01) and the employees’
intentions to innovate through entrepreneurial actions. We identified a positive correlation between the vari-
ables of entrepreneurial leadership: proactive behaviour (r=0.175, p<0.05), initiative (r=0.172, p<0.05),
communicating vision (r=0.159, p<0.05) and the employees’ intentions to act autonomously. Employees
generally feel that leaders who are willing to act as agents of change, encouraging others to act in the same
way, have a significant impact on entrepreneurial intentions and activities. The manager’s initiative and en-
couraging creativeness are powerful instruments of motivating employees. They will be more willing to con-
sider becoming entrepreneurs if the manager is constantly pushing forward, questioning status quo and
pivoting the change. The way the leader acts represents a significant signal about employees’ preferred ac-
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tivities and behaviour. As noted by Ireland, Covin and Kuratko (2009), when top management clearly pro-
motes an entrepreneurial strategic vision, employees will have more courage, orientation and moral justifi-
cation to behave entrepreneurially. These findings are consistent with other similar studies too, stressing
that there must be a consensus about the dominant logic, implying consent about expectations, signalizing
which opportunities are important, which behaviours are appropriate and which results are valuated (Dess,
Ireland, Zahra, Floyd, Janney, & Lane, 2003). The employees’ willingness to act autonomously will be af-
fected when the leader demonstrates initiative, proactive behaviour and clearly communicates vision. Au-
tonomy from the entrepreneurial perspective refers primarily to strategic autonomy, enabling operations
outside normal organizational constraints. Autonomous strategic behaviour is equivalent to entrepreneurship
in organization, as it refers to new combinations of available resources. An entrepreneurial leader must en-
gage more to encourage these efforts, providing more space and allowing potential entrepreneurs to step
outside of the given organizational framework and the established norms. Independent thinking and free ac-
tion are prerequisites for new value creation. Based on the above, hypothesis 1 is partially supported, i.e.,
an entrepreneurial leadership is positively correlated with employees’ entrepreneurial intentions. 

Considering identified dimensions of organizational structure, the respondents mostly agree that the or-
ganization should lean toward an organic design, while they are more ambiguous when it comes to the de-
gree of centralization and formalization (Table 3). Innovation, autonomy and risk propensity are identified as
important aspects of employees’ entrepreneurial intentions, thriving in organic organizational structure. The
analysis shows that there is a statistically significant positive correlation between organic design (r=0.546,
p<0.01), centralization (r=0.188, p<0.01) and formalization (r=0.317, p<0.01), and the employees’ propen-
sity to innovative entrepreneurial behaviour. We also identified statistically significant positive correlation be-
tween organic design (r=0.391, p<0.01), centralization (r=0.364, p<0.01), formalization (r=0.305, p<0.01),
and the employees’ autonomous behaviour. The regression model results indicate that innovativeness of em-
ployees is influenced by leaders’ initiative, pioneering, and proactive demeanor. According to the stan-
dardized regression coefficient , an organic organizational design is the most significant individual predictor
of innovation (=0.546, p<0.01), explaining 29.5% of the variance employees’ entrepreneurial intentions
(R²=.295). Organic organizational design is also the most significant predictor of risk propensity (=0.142,
p<0.05). The regression model indicates that autonomy is dependent upon all the analyzed variables: the
most significant predictor of autonomy is an organic organizational design (=0.391, p<0.01), explaining
14.9% of the variance, centralization (=0.364, p<0.01) and formalization (=0.305, p<0.01), respectively.
The employee’s innovative intentions are influenced by an organic organizational design, level of formal-
ization and centralization. Low centralization implicates high decentralization. Employees are more likely to
become entrepreneurs when the organization is more decentralized, i.e., management is willing to delegate
authority and to waive strict control mechanisms. The most influential single variable is an organic organi-
zational design, characterized by open communication channels and limited formalization. Entrepreneurial
initiative is compliant with low levels of formalization, when employees are not required to follow the same
routines and operating procedures on a daily basis, when new ideas and projects are approved efficiently,
without excessive bureaucracy, and interpersonal relations are informal and spontaneous. Employees are
more willing to risk and embrace uncertainty when communication is open and internal boundaries more flex-
ible. The findings of this study also indicate that employees are more willing to act autonomously, starting
their own venture or project, if they feel empowered by higher managerial levels, not overwhelmed with for-
malities and procedures, and in general feel positive feedback and encouragement, typical for organic de-
sign. Results are aligned with other similar studies (Burns, 2010: 482-499, Grant, 2009: 182-183). Based on
the above, we found evidence that an organic organizational structure, decentralization and low formaliza-
tion have a positive influence on employees' entrepreneurial intentions, thus hypothesis 2 is supported.

This study makes a scientific contribution to the literature in several ways. First, the results shed more light
on the organizational dynamics related to entrepreneurial activities of employees, from a theoretical point
of view. Second, the survey revealed new facts about the relevance of both the leadership style and the or-
ganizational structure, for creating a favorable environment for entrepreneurial actions. More specifically, it
attempts to clarify the relevance of leaders’ influence on employees’ innovativeness and readiness to act au-
tonomously. Analysis also provides a more fine-grained perspective of organic organizational design as
most suitable for encouraging entrepreneurial intentions of employees. Third, study contributes by linking
innovative and autonomous actions of employees with leadership based on proactive behaviour and initia-
tive. Fourth, the paper improves understanding of the employees’ actions depending on authority delega-
tion, rules and overall flexibility of organizational structure. 

The practical implications represent guidelines for managers and practitioners how to set up internal envi-
ronment favourable for fostering entrepreneurship among employees. First, managers need to understand
that the standpoint they take and the support they provide is crucial in encouraging employees’ entrepre-
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The limitation of this study lies in its inability to keep track of entrepreneurial activities in organizations over time. The re-
search is implicitly based on the assumption that the structure and leadership style are relatively static factors. However,
it is necessary to analyze how they evolve, as well as the relation of these changes to entrepreneurial behaviour, and this
is almost impossible without a longitudinal approach.

How to reinforce and make a traditional organization more flexible and efficient through entrepreneurial initiative as a mean
of sustainable competitive advantage remain the most promising field and the ultimate challenge for researchers in the fu-
ture. The findings suggest that more in-depth research on this issue is necessary and new research avenues should be
pursued, referring to other relevant preconditions of employees’ entrepreneurial intentions, such as organizational
processes, knowledge management and strategic approach to entrepreneurship. We hope our study will inspire further
examination of this complex yet promising topic. 

Conclusion

neurial intentions. Second, they should be informed how important it is to align leadership style in a way that
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that an organic organizational design is best suited for promoting entrepreneurship because the nature of
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