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Abstract

The business world is very competitive due to changes that take place in the turbulent environment. For this reason, it is expected for small and
medium enterprises to be entrepreneur oriented so has to meet up with the changes that occur in the external environment. The study examined
the relationship between entrepreneur orientation and SME performance through a questionnaire and convenient sample technique of 100
managers located in Kaduna state Nigeria. The study utilized smart PLS 3.2 in analyzing the data. The findings of the study show that
entrepreneur orientation is positively significant relationship with performance.
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1. Introduction

Entrepreneur actions contribute to the survival and growth of the firm. One feature that makes successful organization
stand out among others is Entrepreneurship. Researchers have acknowledged that entrepreneurship inclined firms
contributes to improve growth and market share over competitors (Kuratko et al., 2004). In other words, it is paramount for
small and medium enterprises to be innovative, proactive so has to succeed in the competitive environment. The present
study is guided by Resource Base view theory (RBV). Resource base view which is sometimes referred to as RBT or RBV
is one of the basic theories used in management sciences (Kellermanns et al., 2016; Nyberg et al., 2014). The resource
base theory states that capabiliies and resources of an organization are sources which they can use in acquiring
competitive edge and improved performance (Barney, 1991; Wernerfelt, 1984). Capabilities are used in deploying
resources while resources refer to factors that is utilized and owned by organization (Abidemi et al., 2017; Amit and
Schoemaker, 1993). Based on the RBV premises resources can be tangible or intangible assets which firms use in
implementing strategies with the basic objective to improve effectiveness and efficiency (Barney, 1991). Researchers have
also stated that human, physical and firm resources can lead to improved organizational performance and consequently
competitive edge (Bello et al., 2018; Jogaratnam, 2017; Lonial and Carter, 2015). Thus, firms that explore entrepreneurial
orientation effectively can lead to improved performance and create competitive advantage (Lonial and Carter, 2015).

The objective of the paper is to examine RBV view theory which states that efficient and effective utilization of
organizational resources and capabilities leads to improvement in organizational performance (Barney, 1991). The study
also adds to the body of knowledge in small and medium enterprises by (1) Utilizing RBV theory in explaining how
organizational resources and capabilities affects performance; (2) Organization that are entrepreneur inclined are likely to
gain sustained competitive edge and improve performance (Boso et al., 2013; Lechner and Gudmundsson, 2014).
However, the findings of the study can help managers of SMES to always be innovative, take risk and be entrepreneur
inclined. Enhance managers to be critical when making decisions. The research is of paramount importance to Small and
medium enterprises because there are so many small and medium enterprises that compete on a daily basis for customers
(Lechner and Gudmundsson, 2014). In the same vein, research as indicated that small and medium enterprises are faced
with cut throat competition, low entry barrier (Barney, 1991). It is a well-known fact SMEs face different kind of risks due to
the perishable products which most of them offer to prospective customers (Singal, 2015). Similarly, most of these firms are
usually managed by the owners/managers. Small and medium enterprises have to strive to achieve competitive edge
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through proper coordination of the available resources and capabilities that they possess (Amoah-Mensah, 2013; Lowik et
al., 2012).

2. Literature review

With respect to resource base view theory, a firm can achieve competitive advantage by producing resources which is rare,
valuable, unique and difficult for rivalry firms to imitate (Barney, 1991). Similarly, researchers have noted that capabilities
and resources are not to be combined together so as to achieve competitive edge (Pertusa-Ortega et al., 2010). In other
words, organizational capabilities such as entrepreneurial orientation can serve as a source of competitive advantage since
it's a capability of a firm, if used efficiently and effectively can lead to improved organizational performance. Similarly, some
firms possess key resources and stand a better chance of attaining competitive edge (Bello et al., 2018; Kozlenkova et al.,
2014). Small and medium enterprises may find it difficult due to lack of critical resources such as financial and physical
resources, which tends to restrict their strategic options (Porter, 1985). Small and medium enterprises may utilize resources
differently or may make use of the same resources utilized by larger institutions so as to gain competitive edge and
sustained organizational performance (Kellermanns et al., 2016).

2.1. Entrepreneurial orientation

For the past few years, a number of studies have investigated the idea entrepreneur orientation (Rauch et al., 2009; Wales
et al., 2013). It is important to note that the concept entrepreneurship is different from entrepreneur orientation. The earlier
states what an organization does while the later reflects how an organization operates (Lumpkin and Dess, 2001; Miller,
2011). Entrepreneurship focus on which business to enter into and how can they gain a competitive edge in the new
business venture (Richard et al., 2004). While Entrepreneur orientation signifies an organization position which is
established by activities and practices of the business (Lumpkin and Dess, 2001; Wales et al., 2013). Similarly, most
studies on entrepreneurship used either individual or managerial level as unit of analysis, however, entrepreneurial
orientation is primarily concerned with practicing entrepreneurship, which is a process oriented construct (Wiklund, 1999).
In other words, entrepreneur orientation focus on how a firm practices entrepreneurship (Miller, 2011; Wales et al., 2013).
In the case of small and medium enterprises, entrepreneurship is born out of the character of the manager or owner. If the
owner possess entrepreneurial traits, so would his business (Miller, 2011).

Prior research theorized EO as a unidimensional construct with three dimensions which are proactiveness, risk taking and
innovativeness (Miller, 1983). Organizations that are entrepreneurial oriented study what happens in the market and
respond quickly so as to exploit the gains in the market before competitor's sets in. entrepreneurial firms are usually
proactive in offering services/product in the market and they take risk by offering services which have not been offered to
the public before by been innovative to anticipate competition (Covin and Slevin, 1989). When innovativess, proactiveness
and risk-taking are put together are referred to as organizational capabilities which gives an edge over competitors and
translates in to superior performance (Wales et al., 2013; Wiklund, 1999). In a turbulent environment, where products
become obsolete quickly, firms that entrepreneurial oriented can benefit from the uncertain environment by looking for
opportunities to harness and coming up with new services/products (Rauch et al., 2009; Wiklund and Shepherd, 2005).

Even though a review of literature reveals that EO leads to improvement in organizational performance. some studies
revealed a significant positive relationship between entrepreneur orientation and performance (Lumpkin and Dess, 2001;
Wiklund and Shepherd, 2005). Whereas some studies reveal a negative and insignificant relationship between EO and
performance (Covin et al., 2006; Rauch et al., 2009; Shamsuddin et al., 2012). For instance, Wales (2016) noted that not all
EO activities translate into improved performance. Given the inconsistencies in the literature, there is need to further
investigate the relationship between entrepreneur orientation and SME performance (Rauch et al., 2009; Wales et al.,
2013). In the same vein, there has been call for researchers to investigate the relationship that exist between EO and
performance in different context due to varying cultures and different diverse entrepreneur activities, and different
industries. Due to divergent argument on the relationship between EO and performance, the present study presents the
hypothesis below:

H1: there will be a positive relationship between EO and SME performance.

Figure 1. Conceptual Model
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3. Methodology of research
3.1. Measurement of variables

In measuring EO, the scale developed by Covin and Slevin (1989) with 9 items was used in assessing EO on a five point
Likert scale. In assessing organizational performance, 5 items were utilized based on the scale of Powell (1995). The
questionnaires were administered to 100 small and medium managers in Kaduna state Nigeria.

EO1 ™~
v 0827 5 FP1
EO2 0.804™, 0632 FP2
0786 ~2e02~"
EC3 "_‘:-733j =698 — ':03,55._'_ FP3
0831 038
0 — *-h‘_\O 926
E04 | oms oges M Fpa
A 07T EC FINANCIAL PERF T

225 FPS

4. Results
4.1. Measurement model

The table below displays the result for the measurement model, from the table; it shows categorically that the standard set
in assessing measurement model has been meeting. The composite reliability and Cronbach’s Alpha of each latent variable
exceeds 0.70 threshold (Hair Jr, 2014; Fornell and Larcker, 1981; Hair et al., 2010). The table further shows that the
instrument used in measuring EO and FP are consistent. In the same vein, the value of Average Variance explained is
greater than 0.5 (Hair Jr et al., 2016). In ascertaining Average variance 2 items from entrepreneur orientation were deleted.

Table 1. Results summary for the measurement models

Cronbach's Alpha rho_A Composite Reliability Average Variance Extracted (AVE)
EO 0.906 0.911 0.925 0.639
FINANCIAL PERF 0.893 0.907 0.923 0.710
Cross Loadings
EO FINANCIAL PERF
E06 0.827 0.608
EO1 0.804 0.618
EO2 0.786 0.518
EO3 0.733 0.443
EO4 0.841 0.468
EO5 0.828 0.623
EO7 0.771 0.571
FP1 0.511 0.632
FP2 0.681 0.902
FP3 0.481 0.866
FP4 0.613 0.926
FP5 0.610 0.854

4.2. Discriminant Validity and Square Roots of AVE

Discriminant validity is the extent to which a variable differs from other latent variable (Hair Jr et al., 2016). The discriminant
validity states the uniqueness of a latent variable and also states if the variable measures what other variables do not
capture. In the same vein, Average variance explained should be above 0.50 (Fornell and Larcker, 1981). From the table 2
below, discriminant validity has been ascertained; similarly all the AVES of the latent constructs are above 0.50.

Table 2. Discriminant validity and square roots of average variance extracted Fornell-Larcker Criterion

Latent construct EO F PERF
EO 0.799
FINANCIAL PERF 0.698 0.843
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4.3. Results of the Structural Model and Hypotheses Testing

The table 3 below and figure 3 shows the structural model which shows the beta values, P-value and T. value. The table
and figure 2 shows the result of bootstrapping of the model.

EDG

EO

EO2 FP2
EO3 14,264 FP3
EQ4 FP4
FINAMCIAL PERF T—a
£OS EPS
EO7
Figure 3: PLS bootstrapping
Hypothesis Standard Deviation (STDEV) T Statistics (JO/STDEV|) P Values
EO -> FINANCIAL PERF 0.049 14.264 0.000

5. Discussions and Conclusions

The study examined the relationship between EO and SME performance. The findings of the study from PLS 3 show that
EO is significantly related to SME performance. The result shows reveals that EO is positive and significantly predictor of
SME performance. The findings of the student are in line with other literatures that found a significant relationship between
EO and performance (Dai et al, 2014; Mahmood and Wahid, 2012; Zhang et al., 2012). The study shows that firms that are
entrepreneurial inclined tend to achieve competitive edge and improved organizational performance. The finding is also
important to managers since its states that entrepreneurial firms have to be entrepreneur inclined. The study also noted that
managers have to be proactive, take risk so as to achieve competitive edge and sustained organizational performance. The
findings also contribute to resource base view theory.

References

Abidemi, B. T., Halim, F. B., & Alshuaibi, A. I. (2017). Marketing capabilities and organizational performance: a proposed model on the
moderating effect of technological turbulence. International Journal of Management Research and Reviews, 7(6), 626.

Amit, R., & Schoemaker, P. J. (1993). Strategic assets and organizational rent. Strategic management journal, 14(1), 33-46.
Amoah-Mensah, A. (2013). Strategic resources and performance of rural SMEs. International Journal of Business and Social Research,
3(4), 106-119.

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of management, 17(1), 99-120.

Bello, T. A., Halim, F., & Alshuabi, A. . (2018). The Relationship Between Market Orientation Dimensions and Performance of Micro
Finance Institutions. Journal of Marketing Management and Consumer Behavior, 2(3).

Boso, N., Story, V. M., & Cadogan, J. W. (2013). Entrepreneurial orientation, market orientation, network ties, and performance: Study
of entrepreneurial firms in a developing economy. Journal of Business Venturing, 28(6), 708-727.

Covin, J. G., Green, K. M., & Slevin, D. P. (2006). Strategic process effects on the entrepreneurial orientation—sales growth rate
relationship. Entrepreneurship theory and practice, 30(1), 57-81.

Covin, J. G, & Slevin, D. P. (1989). Strategic management of small firms in hostile and benign environments. Strategic management
journal, 10(1), 75-87.

Dai, L., Maksimov, V., Gilbert, B. A., & Fernhaber, S. A. (2014). Entrepreneurial orientation and international scope: The differential
roles of innovativeness, proactiveness, and risk-taking. Journal of Business Venturing, 29(4), 511-524.

F. Hair Jr, J., Sarstedt, M., Hopkins, L., & G. Kuppelwieser, V. (2014). Partial least squares structural equation modeling (PLS-SEM) An
emerging tool in business research. European Business Review, 26(2), 106-121.

Fornell, C., & Larcker, D. F. (1981). Evaluating structural equation models with unobservable variables and measurement error. Journal
of marketing research, 39-50.

Hair, J. F., Anderson, R. E., Babin, B. J., & Black, W. C. (2010). Multivariate data analysis: A global perspective (Vol. 7): Pearson Upper
Saddle River, NJ.

Hair Jr, J. F., Hult, G. T. M., Ringle, C., & Sarstedt, M. (2016). A primer on partial least squares structural equation modeling (PLS-
SEM): Sage Publications.

Jogaratnam, G. (2017). The effect of market orientation, entrepreneurial orientation and human capital on positional advantage:
Evidence from the restaurant industry. International Journal of Hospitality Management, 60, 104-113.

34



Academic Journal of Economic Studies

Vol. 5 (1), pp. 31-35, © 2019 AJES

Kellermanns, F., Walter, J., Crook, T. R., Kemmerer, B., & Narayanan, V. (2016). The resource-based view in entrepreneurship: A
content-analytical comparison of researchers' and entrepreneurs' views. Journal of Small Business Management, 54(1), 26-48.
Kozlenkova, I. V., Samaha, S. A., & Palmatier, R. W. (2014). Resource-based theory in marketing. Journal of the Academy of Marketing
Science, 42(1), 1-21.

Kuratko, D. F., Hornsby, J. S., & Goldsby, M. G. (2004). Sustaining corporate entrepreneurship: modelling perceived implementation
and outcome comparisons at organizational and individual levels. The International Journal of Entrepreneurship and Innovation, 5(2),
77-89.

Lechner, C., & Gudmundsson, S. V. (2014). Entrepreneurial orientation, firm strategy and small firm performance. International Small
Business Journal, 32(1), 36-60.

Lonial, S. C., & Carter, R. E. (2015). The impact of organizational orientations on medium and small firm performance: A
resource-based perspective. Journal of Small Business Management, 53(1), 94-113.

Lowik, S., van Rossum, D., Kraaijenbrink, J., & Groen, A. (2012). Strong ties as sources of new knowledge: How small firms innovate
through bridging capabilities. Journal of Small Business Management, 50(2), 239-256.

Lumpkin, G. T., & Dess, G. G. (2001). Linking two dimensions of entrepreneurial orientation to firm performance: The moderating role of
environment and industry life cycle. Journal of Business Venturing, 16(5), 429-451.

Mahmood, R., & Wahid, R. A. (2012). Applying corporate entrepreneurship to bank performance in Malaysia. Journal of Global
Entrepreneurship, 3(1), 68-82.

Miller, D. (1983). The correlates of entrepreneurship in three types of firms. Management science, 29(7), 770-791.

Miller, D. (2011). Miller (1983) revisited: A reflection on EO research and some suggestions for the future. Entrepreneurship theory and
practice, 35(5), 873-894.

Nyberg, A. J., Moliterno, T. P., Hale Jr, D., & Lepak, D. P. (2014). Resource-based perspectives on unit-level human capital: A review
and integration. Journal of management, 40(1), 316-346.

Pertusa-Ortega, E. M., Molina-Azorin, J. F., & Claver-Cortés, E. (2010). Competitive strategy, structure and firm performance: A
comparison of the resource-based view and the contingency approach. Management decision, 48(8), 1282-1303.

Porter, M. E. (1985). Competitive advantage: creating and sustaining superior performance. 1985. New York: FreePress, 43, 214.
Powell, T. C. (1995). Total quality management as competitive advantage: a review and empirical study. Strategic management journal,
16(1), 15-37.

Rauch, A., Wiklund, J., Lumpkin, G. T., & Frese, M. (2009). Entrepreneurial orientation and business performance: An assessment of
past research and suggestions for the future. Entrepreneurship theory and practice, 33(3), 761-787.

Richard, O. C., Barnett, T., Dwyer, S., & Chadwick, K. (2004). Cultural diversity in management, firm performance, and the moderating
role of entrepreneurial orientation dimensions. Academy of management journal, 47(2), 255-266.

Shamsuddin, S., Othman, J., Shahadan, M. A., & Zakaria, Z. (2012). The dimensions of corporate entrepreneurship and the
performance of established organization. ACRN Journal of Entrepreneurship Perspectives, 1(2), 111-131.

Singal, M. (2015). How is the hospitality and tourism industry different? An empirical test of some structural characteristics. International
Journal of Hospitality Management, 47, 116-119.

Wales, W. J., Gupta, V. K., & Mousa, F.-T. (2013). Empirical research on entrepreneurial orientation: An assessment and suggestions
for future research. International Small Business Journal, 31(4), 357-383.

Wernerfelt, B. (1984). A resource-based view of the firm. Strategic management journal, 5(2), 171-180.

Wiklund, J. (1999). The sustainability of the entrepreneurial orientation—performance relationship. Entrepreneurship theory and
practice, 24(1), 37-48.

Wiklund, J., & Shepherd, D. (2005). Entrepreneurial orientation and small business performance: a configurational approach. Journal of
Business Venturing, 20(1), 71-91.

Zhang, X., Ma, X., & Wang, Y. (2012). Entrepreneurial orientation, social capital, and the internationalization of SMEs: Evidence from
China. Thunderbird International Business Review, 54(2), 195-210.

35



