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Abstract 

The study examined the relationship between entrepreneur 

orientation, market orientation and SME performance. 

Using convenience sampling technique, 100 self-

administered questionnaire were distributed to 

managers/owners of SMEs operating in Kaduna state. The 

study utilized Partial Least Squares Structural Equation 

Modeling (PLS-SEM). The study was cross sectional in 

nature that is data was collected once. The Results 

supported the hypothesized direct effects of entrepreneurial 

orientation, market orientation, on SME performance. 

Finally, the study concludes with some limitations that open 

up the avenues for future research. 

 

 

Introduction 

Small and Medium Enterprises (SMEs) is one of the economic indicators of any 

country (Udriyah, Tham, & Azam, 2019). Nigeria is the largest economy in Africa and 

as presently started paying significant attention to SMEs in the course to diversify from 

the oil and gas industry.  Small and medium-sized enterprises (SMEs) have been 

identified as major drivers of economic growth, competitiveness and jobs creation, in 

both developed and developing countries (Leegwater & Shaw, 2008; Shehu & 

Mahmood, 2014).  However, compared with other industrial countries and developing 
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nations, the contribution of SMEs to the Nigerian economy is relatively low (Shehu & 

Mahmood, 2014). The contribution made by SMEs to the GDP of Nigeria was 48 

percent in 2015 (Nnabugwu, 2015). However when compared to other nations in 

African context such as Ghana and Kenya have contributed a higher percentage to 

GDP than currently observed in Nigeria.  

 For example, while SMEs in Nigeria contribute 48 percent of the country’s GDP in 

2015, in South Africa, Ghana, and Kenya, SMEs contribute about 55 percent, 70 

percent and 98 percent of the countries’ GDPs, respectively (Alliance, 2016; Laary, 

2016; Ramell, 2016). Even though Nigeria remains Africa's biggest economy, 

evidence has shown that business enterprises, including SMEs have been facing 

challenges, such as entrepreneurial orientation deficiencies, poor market orientation, 

and limited capacity for innovations, among others (Aigboduwa & Oisamoje, 2013; 

Idiaro, 2019; Okpara, 2011; Osotimehin, Jegede, Akinlabi, & Olajide, 2012). 

Therefore, given the aforementioned statistics and issues, it will be pertinent to 

understand the fundamental factors that affect SME performance. Accordingly, the 

purpose of this study is to examine the relationships among entrepreneurial orientation, 

market orientation, and performance in Nigerian SMEs.  

The second 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 (J. 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 market and entrepreneur inclined are likely to gain sustained 

competitive edge and improve performance (Bello, Halim, & Alshuabi, 2018; Boso, 

Story, & Cadogan, 2013; Lechner & Gudmundsson, 2014). However, the findings of 

the study can help managers of SMES to always be more market oriented in terms of 

customer orientation, competitor orientation, and inter-functional coordination and be 

innovative, proactive, be able to 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 (Bello et al., 2018; 

Lechner & Gudmundsson, 2014). 

 

LITERATURE REVIEW 

The impact of the globalization era creates a complex business environment with 

uncertainty and rapid change (Prajogo & Ahmed, 2006). Business people are required 

to develop a new product or service to meet market needs. Thus, an establishment is 
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forced to innovate its business activities to enhance its competitive advantage 

continuously and able to compete (Chapman & Hyland, 2004). 

According to Barney (1991), based on RBV theory which emphasizes on the creation 

of value focused on heterogeneity and immobility resources as a competitive 

advantage to gain a better result. The assumption of this theory refers to any 

establishment which could compete as efficient as possible will lead to a better internal 

capability compared by their rival (Collis & Montgomery, 1995; Felin, Foss, & 

Ployhart, 2015). An establishment’s resources can be classified into assets and 

capabilities (Hunt & Morgan, 1996). Barney (2001), added that an establishment’s 

resources as a potential competitive advantage should be rare, valuable, and inimitable. 

Strategic Orientation is an example of a rare, valuable, and unique resource (Bhuian, 

Menguc, & Bell, 2005). 

 

Market Orientation 

According to Maydeu‐Olivares and Lado (2003), Narver and Slater (1990) market 

orientation can be defined as company's method to create superior performance and 

the behaviors needed to improve the performance of the firm. The performance can be 

accomplished by applying a market-oriented culture that is how the company 

understands the needs, wants and demands of the market (Udriyah et al., 2019). The 

market orientation dimensions are customer orientation, competitor orientation, and 

inter-functional coordination (Bello et al., 2018; Jiménez‐Zarco, Martínez‐Ruiz, & 

Izquierdo‐Yusta, 2011; Narver & Slater, 1990). SMEs need to understand the concept 

of market orientation that can provide performance benefits to the SMEs (Amin, 

Thurasamy, Aldakhil, & Kaswuri, 2016). Previous studies have tried to investigate the 

relationship between market orientation and performance.  Studies that found a 

significant relationship between market orientation and performance are as follows 

Dubihlela and Sandada (2014); (Jogaratnam, 2017; Y.-K. Lee, Kim, Seo, & Hight, 

2015; Tajeddini & Ratten, 2020). Therefore, the study proposed the following 

hypothesis: 

H1: there is a significant positive relationship between market orientation and 

performance of SMEs. 

 

Entrepreneurial orientation and SME performance  

Entrepreneurial orientation has been defined as strategies, processes, and behaviours 

of firms that are reflected by proactiveness, innovativeness, risk-taking, 

aggressiveness, and autonomy (Casillas & Moreno, 2010; Miller, 1983). As noted 

earlier several dimensions of entrepreneurial orientation are described in the literature. 

Extant researches have shown that firms that are seeking for sustainable competitive 
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advantage need to have strong entrepreneurial orientation that creates value added 

services to customers (T. K. Lee & Chu, 2011; Pett & Wolff, 2016). Entrepreneurial 

orientation is the most consistent predictor of firm performance. Firms that have a 

strong entrepreneurial orientation are more likely to out-perform other firms that have 

weak entrepreneurial orientation. More so, firms that are proactive, innovative, 

aggressive, as well as those that have autonomy and willing to take risk generate higher 

market share, profitability and sales growth relative to their competitors (G Thomas 

Lumpkin & Dess, 2001). Several empirical studies have confirmed the positive 

relationship between entrepreneurial orientation and business performance, across a 

variety of research contexts (Hughes, Hodgkinson, Hughes, & Arshad, 2018; Jalali, 

Jaafar, & Ramayah, 2014; Wiklund & Shepherd, 2005).  

Whereas some studies reveal a negative and insignificant relationship between EO and 

performance (Rauch, Wiklund, Lumpkin, & Frese, 2009; Shamsuddin, Othman, 

Shahadan, & Zakaria, 2012). Given the inconsistencies in the literature, there is need 

to further investigate the relationship between entrepreneur orientation and SME 

performance (Rauch et al., 2009; Semrau, Ambos, & Kraus, 2016). 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: We therefore expect entrepreneurial orientation to be positively SME 

performance. Hence, the following hypothesis is postulated:  

 

H2: There will be a positive relationship between entrepreneurial orientation and 

SME performance. 

 

CONCEPTUAL MODEL  

Building on the preceding empirical evidences and theoretical perspectives, this study 

proposed a conceptual model as depicted in Figure 1. 

 

 

 

 

 

 

 

Figure 1: Conceptual Model 
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METHOD  

Research design  

This study employed quantitative research approach to assess the relationship between 

market orientation, entrepreneur orientation on small and medium enterprises 

performance. Partial Least Squares path modeling (Hellberg, Wold, Dunn III, 

Gasteiger, & Hatchings, 1985; Wold, Kettaneh-Wold, & Skagerberg, 1989) was 

employed to test the hypotheses. This study also adopted cross-sectional research 

design in which data were collected once during the whole study. The data were then 

analyzed and interpreted statistically, while drawing conclusions or making inferences 

about the population of the study at one point in time. Cross-sectional research design 

was adopted over longitudinal research design because of the resource constraints of 

the researchers in terms of time and money (Sekaran & Bougie, 2010). In this study, 

we also used the survey research method to collect data through self-administered 

questionnaire. Given that the target population of the study were SMEs operating in 

north-west of Nigeria kaduna state to be precise. 100 small and medium enterprises 

managers/owners in North West of Nigeria were invited to partake in the study, the 

unit of analysis in this study was the organization in which the managers/owners of 

SMEs represented there institution since they are in the best position to state how their 

firm is faring. In addition, the 100 SMEs in Kaduna State were included in this study 

using convenience sampling technique. 

 

Participants and procedure  

Of the 100 SMEs that participated in the study in Kaduna State in north-western 

Nigeria; 72 or 72% were 0wners and 28 or 78% were managers. Seventy 0ne percent 

of the participants were males and the remaining twenty nine percent were their female 

counterparts. The age of participants ranged between 32 and 55 years old. Nine percent 

of the participants had been employed by their organization for less than a year, 25% 

for 1-5 years, 30% for 6-10 years, and 36% for 11 years and above. Self-administered 

questionnaires were distributed to SMEs in Kaduna state through the use of research 

assistants by the researcher. We selected the participants conveniently from the SMEs 

operating in Kaduna state. A cover letter accompanied the survey package clearly 

highlighting the background and purpose of the study. The cover letter also provided 

instructions on how to answer and return the questionnaire. To further increase the 

willingness of the participants to partake in the survey, their anonymity and 

confidentiality were confirmed in the cover letter. 

 

Measures 

The study used the scale of Narver and Slater (1990) in measuring MO. The study 

used the scale of G Tom Lumpkin and Dess (1996) in measuring EO dimensions while 

organizational performance scales was adopted from the study of (Powell, 1995). 
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Analytical Approach  

The present study employed partial least squares structural equation modeling (PLS-

SEM). The PLS-SEM was employed in this study for the following reasons. First, 

unlike the traditional regression approach using SPSS Statistics, PLS-SEM can 

simultaneously estimate the relationships between latent constructs, as well as the 

relationships between indicators and their corresponding latent constructs (Sarstedt, 

Ringle, Smith, Reams, & Hair Jr, 2014). Second, PLS-SEM has become a useful tool 

for researchers to reliably estimate moderating effects with composite variables based 

on bootstrapping techniques, which employ standard errors for path coefficients 

(Fassott, Henseler, & Coelho, 2016). Finally, regarding the tool of analysis, Smart PLS 

3 software (Ringle, Wende, & Becker, 2014) was chosen on the basis of its friendly 

graphical user interface, which help users to create and estimate a PLS path model 

easily. Following Anderson and Gerbing (1991) general recommendations, as well as 

PLS-SEM-specific guidelines, put forward by Henseler, Ringle, and Sinkovics (2009), 

we first tested the measurement model before considering the structural model. This 

was followed by bootstrapping the relationship between entrepreneur orientation 

dimension and SMEs performance.  

 

RESULTS  

Measurement Model  

This study evaluated the measurement’s individual item reliability, internal 

consistency reliability, convergent validity, as well as discriminant validity in order to 

establish the measurement’s reliability and validity (J. F. Hair Jr, Sarstedt, Hopkins, 

& Kuppelwieser, 2014; Henseler, Ringle, & Sarstedt, 2012). The results are presented 

in Table I. Individual item reliabilities were evaluated by examining the outer loadings 

of each construct’s measure (Hulland, 1999). Following Hair et al’s (2013) benchmark 

for retaining items with loadings between .40 and .70, 10 items of the 26 items were 

deleted. Hence, in the whole model, the 16 items with loadings between 0.500 and 

0.880 were retained. Second, as the upper bound for the true reliability, internal 

consistency reliability was examined by means of composite reliability coefficient 

(Hair, Ringle, & Sarstedt, 2013). It is generally recommended that the composite 

reliability coefficient for each latent construct should exceed 0.70 (Bagozzi & Yi, 

1988). 
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Figure 2: PLS algorithm 

 

Table 1: Measurement Model Results 

Latent constructs 

and indicators  

 

Standardized 

Loadings  

 

Composite 

Reliability  

 

Average Variance 

Extracted  

 

Entrepreneurial 

orientation  

 

 0.873 

 

0.54 

 

E03 

E07 

EO1 

EO4 

EO5 

EO9 
 

0.816 

0.528 

0.654 

0.827 

0.792 

0.745 
 

  

Market orientation  0.921 

 

0.661 

 

MO11 

MO2 

MO5 

MO6 

MO7 

MO8 
 

0.831 

0.81 

0.797 

0.827 

0.82 

0.79 
 

  

SME performance  0.898 0.687 



 

Page 58                                                               JMSE Vol. 20 (7) 2020 ISSN – 2370-9878 

 
 
 

  

FP1 

FP3 

FP4 

FP5 
 

0.846 

0.849 

0.801 

0.819 
 

  

 

As shown in Table 2, the composite reliability coefficients, which range between 0.873 

and 0.921, demonstrate adequate internal consistency reliability. The Average 

Variance Extracted (AVE) for each latent construct was analyzed to ascertain the 

convergent validity. Generally, the AVE for each latent construct should exceed 0.50 

(Bagozzi & Yi, 1988; J. Hair Jr, Hult, Ringle, & Sarstedt, 2013). As shown in Table 

2, the AVE for each latent construct has exceeded the threshold value of 0.50, hence, 

suggesting a satisfactory convergent validity. Finally, Fornell-Larcker's criterion was 

used to ascertain the discriminant validity of the measures. The results can be seen in 

Table 2. According to Fornell and Larcker (1981), discriminant validity is established 

only if the AVE for each latent construct is statistically significant and exceeds its 

squared correlation with any other construct. In table, the squared correlations among 

the latent constructs were compared with the square root of the AVEs (values in bold 

face). Table 3 suggests that there is adequate discriminant validity as the AVE for each 

latent construct exceeded its squared correlation with any other construct (Fornell & 

Larcker, 1981). Besides using the Fornell and Larcker criterion, we also confirmed 

discriminant validity by using the heterotraitmonotrait ratio of correlations (HTMT) 

approach. This approach, which was recommended by Henseler, Ringle, and Sarstedt 

(2015), is based on a multitrait-multimethod matrix. The discriminant validity is said 

to be adequate when HTMT values are below the threshold of less than 0.90 (Henseler 

et al., 2015). The results in Table 3 showed that none of the HTMT values was larger 

than 0.90, which suggest that our measurement model fits the data well and it is also 

indication of adequate discriminant validity.  

 

Table 2 : Results of Discriminant Validity of Measures 

Fornell-Larcker criterion   
EO MO SME PERFORMANCE 

EO 0.735 
   

MO 0.747 0.813 
  

SME PERFORMANCE 0.729 0.814 0.829 
 

 

Structural Model  
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Having ascertained the reliability and validity of the measurement model, we then 

evaluated the structural model. Based on the assessment criteria recommended by 

Henseler et al. (2012), as well as Hair et al. (2013), four metrics were used to judge 

the structural model, namely the significance of path coefficients, coefficient of 

determination (R2), effect sizes (f2), and predictive relevance (Q2). As mentioned 

earlier, we followed the procedures for estimating with composite variables based on 

bootstrapping techniques, which were suggested by Fassott et al. (2016). The results 

of the full structural model are presented in Figure 2 and Table 3. 

 
Figure 3: full structural model 

Table 4: Results of Full Structural Model  
Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P 

Val

ues 

EO -> SME 

PERFORMANC

E 

0.273 0.281 0.052   5.302 0 

MO -> SME 

PERFORMANC

E 

0.61 0.604 0.053   11.569 0 

 

Coefficient of Determination  

Table 5 presents the R-squared values of the main effect structural model. The 

coefficient of determination for the main effect PLS model was 0.696. This suggests 

that the four sets of exogenous latent variables (i.e., market orientation, entrepreneurial 

orientation) collectively explain 69.6% of the variance in SME performance. Hence, 

it can be concluded that the R-square values reported in the main effect PLS models 

were satisfactory and acceptable. 



 

Page 60                                                               JMSE Vol. 20 (7) 2020 ISSN – 2370-9878 

 
 
 

  
R Square R Square Adjusted 

 

SME PERFORMANCE 0.696 0.694 
  

 

Assessment of PLS Estimates at the Construct Level  

In line with Chin’s (75) recommendation, Results of Stone-Geisser test of predictive 

relevance (Q2) are presented in Table 6. As shown in Table 8, the cross validated 

redundancy (Q2 value) for endogenous latent variable (SME performance) was 0.447, 

suggesting that the structural model in this study has predictive relevance (Henseler J, 

Ringle ,2009, Chin ,1988). 

  
SSO SSE Q² (=1-SSE/SSO) 

EO 1,800.00 1,800.00 
  

MO 1,800.00 1,800.00 
  

SME PERFORMANCE 1,200.00 663.836 0.447 
 

 

Discussion 

As stated earlier, the first objective of the present study was to assess the influence of 

market orientation and entrepreneurial orientation on SME performance. Based on the 

results of Partial Least Squares path modeling, the present study reported that market 

orientation and entrepreneurial orientation positively influences SME performance. 

One of the possible reasons for the significant relationship is that a firm that engages 

in entrepreneurial orientation is likely to achieve superior business performance and 

sustained competitive advantage (Kraus, Rigtering, Hughes, & Hosman, 2012).  The 

significant positive influence of entrepreneurial orientation on SME performance in 

this study is consistent with many of the past empirical studies, such as G. Tang, Chen, 

and Jin (2015), Engelen, Gupta, Strenger, and Brettel (2015), Mapalala, West, and 

Winston (2018) Li, Huang, and Tsai (2009), Jalali et al. (2014), that reported  a 

significant positive impact of entrepreneurial orientation on SMEs performance. 

Similarly, the significant relationship between market orientation and organizational 

performance is consistent with previous empirical studies such as Bello et al. (2018), 

Dubihlela and Sandada (2014), Jogaratnam (2017). 

The result was also in accordance to the proposition by resource-based theory that a 

firm can achieve sustained competitive advantage and superior performance by 

formulating and implementing strategy that generates increased value for the firm 

relative to its competitors; and sustainability is said to be achieved if the increased 

value remains when competitors stop trying to copy or imitate the competitive 

advantage (J. Barney, 1991; J. B. Barney, 2018). 
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Practical implications  

From a practical point of view, the results of this research provided important insights 

on how entrepreneurial orientation, market orientation could enhance the performance 

of SMEs in Nigerian manufacturing sector. Consequently, the results of this study will 

serve as a blueprint for the policy-makers and practitioners in formulating vital policies 

that could assist and help in improving the overall performance of SMEs such as the 

CBN loan for SMEs highly affected by Covid 19 pandemic. The findings suggested 

that managers of SMEs require working alongside strategic business units, all 

departments in the firm must work together to achieve organizational success, striving 

to satisfy customers and providing services and relevant policies that help in promoting 

customer satisfaction and firm performance (Lai, 2003).  

Furthermore, the findings of this study indicated that entrepreneurial orientation was 

a significant predictor of SME performance. The findings have practical implications 

for SMEs in Nigeria. In particular, findings indicate that proactiveness, risktaking and 

innovativeness have emerged as important strategies that grants SMEs better 

capability to exploit the new opportunities in the Nigerian business environment, 

thereby achieving sustained competitive advantage (Lai, 2003; Z. Tang & Tang, 

2012).  The study also shows that market orientation is positively significant to SMEs 

performance. The practical implication shows that customer orientation, competitor 

orientation and inter-functional coordination are important strategies that gives SMEs 

improved capability in exploiting opportunities that exists in the firm’s environment. 

 

Limitations and Future Research Directions  

One of the limitation of the present study is that it was subjective in nature, future 

research can make use of objective measures in assessing SMEs performance. 

Similarly, the present study focused on SMEs operating in Kaduna state in 

manufacturing sector, future research can replicate the study in another state of the 

federation or a different sector of the economy. Another limitation of the present study 

is that it is cross sectional in nature future studies is needed using longitudinal research 

design in reexamining the relationships that exists in the conceptual model. To sum 

up, the structural model explained 69.6% of the total variance in SME performance. 

This shows that the remaining 30.4% can be explained by other variable or factors not 

included in the structural model. 

 

Conclusions  

The aim of the paper is examine possible factors that can influence performance of 

small and medium enterprises in North - West Nigeria with particular reference to 

kaduna state, it is pertinent to investigate possible factors that can contribute to small 
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and medium enterprise performance owing to the contribution of SMEs to economic 

development of Nigeria. The present study investigated the direct relationship between 

entrepreneur orientation and market orientation on SME performance. The findings of 

the study revealed significant relationship between market orientation and 

entrepreneur orientation on SME performance. The study has demonstrated resource 

base theory as a basic for firms to achieve superior organizational performance 

(Barney.)  

In conclusion, the study as added to knowledge on the impact of EO and MO on SME 

performance in the context of Nigeria and as also provided empirical evidence on RBV 

theory (J. Barney, 1991). The findings of the study will assist managers and policy 

makers in taking concrete actions towards attaining improve competitive edge and 

providing innovate products to keep and attract customers. 
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