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Abstract 

he strategy of accumulating knowledge 

and other intangible assets is not enough 

to determine significant performance, and 

this brings about the evolvement of dynamic 

capabilities perspective as an offshoot of both 

knowledge-based and resource-based views. 

However, there is still a lack of studies on how 

resource base view other intangible resources to 

determine small and medium enterprise (SME) 

performance. Therefore, this study was designed 

to investigate the dimensions of entrepreneurial 

orientation and SME performance in Kaduna 

State. The study was 

cross sectional in nature 

that is data was collected 

once.  84 usable data 

were gathered to 

determine the direct 

hypotheses developed to 

address the research 

problem, and PLS-SEM 

path modeling was 

employed to analyze the 

data. The objective of the 

study was to find out the 

relationship between 

innovativeness, pro-

activeness and risk taking 

on SME performance in 

Kaduna State. The results 

support 2 out of the 3 

direct hypotheses 

revealing the empirical 

evidence on the 

significant relationships 

between Pro-activeness, 
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innovativeness and SME performance. But no 

evidence was found to support significant 

relationships between risk taking and on SME 

performance. This study contributes mainly to 

the current literature on how such intangible 

resources and SME performance relationships 

especially in the African context where similar 

studies are generally scarce. Moreover, the study 

specifies a strategy and sketches a roadmap on 

how to improve the underperforming Nigerian 

SMEs. Finally, the study concludes with some 

limitations that open up the avenues for future 

research. The study also 

recommends that 

entrepreneurs should 

adopt the three 

dimensions of 

entrepreneurship so as to 

achieve competitive edge 

and improved 

organizational 

performance but should 

be innovative foremost. 

INTRODUCTION: 

mall and Medium Enterprises (SMEs) have been considered as the 

cornerstone of the business environment in every country, a principal 

driver of economic development and progress (Qamruzzaman & 

Jianguo, 2019). Universally, 99 percent of businesses typically falls into the 

category of SMEs enterprise segment (Buli, 2017) and SMEs have facilitated the 

dynamics in the most business organizations in the emerging countries as it 

contributes to create new jobs and generate supplementary financial capital for 

businesses (Wang, 2016). Hossain and Al Asheq (2019) stated that businesses 

could not function satisfactorily unless they obtain enough buttress from small 

businesses. Since, business firm’s entrepreneurial activities are considered as their 

inner capabilities which may arguably enhance the firm’s successfulness in the 

challenging market condition (Laukkanen, Nagy, Hirvonen, Reijonen, & Pasanen, 

2013); hence, it does require prioritized attention on the EO to examine their 

influence on SMEs performance. Till date, several research studies have 

demonstrated the significant role of EO in positively affecting business firm’s 

performance (Feder, 2015; Laukkanen et al., 2013). According to Lomberg, Urbig, 

Stöckmann, Marino, and Dickson (2017), for maintaining better performance and 

longevity of the business firms, the incorporated significance and contributory 

role of EO has not been markedly investigated in the developing countries.  

Entrepreneur actions contribute to the survival and growth of the firm. One 
feature that makes successful organization stand out among others is 
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Entrepreneurship. Researchers have acknowledged that entrepreneurship 
inclined firms contributes to improve growth and market share over competitors 
(Kreiser, Marino, Kuratko, & Weaver, 2013; Otache & Mahmood, 2015). 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, Walter, Crook, Kemmerer, & Narayanan, 
2016). The resource base theory states that capabilities and resources of an 
organization are sources which they can use in acquiring competitive edge and 
improved performance (J. Barney, 1991). Capabilities are used in deploying 
resources while resources refer to factors that is utilized and owned by 
organization (Abidemi, Halim, & Alshuaibi, 2017; Amit & Schoemaker, 1993; Idiaro, 
2019). 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 (J. Barney, 1991) 
Moreover, putting a particular emphasis on each dimension of the EO might be 
appropriate to gauge the contextual relationship that could vary in a specific 
condition (Lumpkin & Dess, 1996). Also, it will direct us to examine whether the 
formulated hypotheses in the past studies would sustain in the different cultural 
environment and support the previous findings. Therefore, the present research 
study has taken data from the small and medium enterprises owners and 
managers operating in Kaduna state to determine the inter-relationship between 
SME firm performance and EO dimensions. 
 
Literature Review and Hypotheses Development 
The expected degree of profitability from the current operational activities 
becomes relatively complex for which business organizations are required to look 
for new business opportunities; hence businesses can be benefitted by leveraging 
“Entrepreneurial Orientation” as their strategic moves (Wiklund & Shepherd, 
2005). EO fuels in business performance by developing and shaping new idea-
based knowledge which is essential for creating new competencies, re-designing 
existing competencies and promoting creative attitude within a business firm 
(Choi & Williams, 2016). Therefore, EO provides a strong basis for business firms 
to act and perform more entrepreneurially, followed by strategy-oriented actions 
and decisions. According to the conceptualization of Miller (1983), firms’ EO can 
be explained by three dimensional variables: risk-taking propensity, 
innovativeness, and proactivity (Miller, 2011). In recent years, some research 
studies have adopted two more dimensions: competitive aggressiveness and 
autonomy, that remained the well acknowledged dimensional aspects of EO 
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(Hughes & Morgan, 2007; Lumpkin & Dess, 1996). Accordingly, this study assesses 
the effect of EO on SMEs’ performance using EO’s three-dimensional aspects. 
Risk-taking tendency measures the inclination to invest the potential amount of 
resources to the opportunities which would possess a rational likelihood of both 
success and failure (Altinay & Wang, 2011). Firms with high risk-seeking tendency 
tend to obtain superior growth and profitability in the long run (Wang & 
Poutziouris, 2010). 
Innovativeness represents a firms’ propensity to involve into creative processes, 
experiments, and support novel ideas and these kinds of activities would create 
and facilitate new and innovative methods, opportunity recognition, processes 
and technologies (Runyan, Huddleston, & Swinney, 2006). Runyan et al. (2006) 
further stated that a small firm’s owner might apply innovative techniques for 
enhancing their firm’s performance. 
Proactiveness demonstrates a firm’s anticipatory action in the future market 
demand to gain competitive advantages over its market competitors, followed by 
opportunity scanning (Semrau, Ambos, & Kraus, 2016; Wales, 2016). According to 
Zahra and Covin (1995), proactive business firms are able to capitalize first mover 
lead and dominate over market distribution channel. 
Based on available literature review, we can formulate following hypotheses: 

H1: there is a significant positive relationship between innovativeness and SMEs 
performance. 

H2: there is a significant positive relationship between risk taking and SMEs 
performance 

H3: there is a significant positive relationship between pro-activeness and SMEs 
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 

Innovativeness 

Risk taking SME 

performance 

Pro-

activeness 



 

 
 

 

 450 

EDITOR-IN-CHIEF 
Prof. Ravinder Rena [South Africa] 

METHOD  

Research design  

This study employed quantitative research approach to assess the relationship 

between entrepreneur orientation dimensions and 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. 84 small and medium enterprises managers North West of Nigeria were 

invited to partake in the study, the unit of analysis in this study was the 

organization in which the manager of SMEs represented there institution since 

they are in the best position to state how their firm is faring. In addition, the 84 

SMEs in Kaduna State were included in this study using convenience sampling 

technique. 

 

Participants and procedure  

Of the 84 SMEs that participated in the study in Kaduna State in north-western 

Nigeria; 53 or 63% were 0wners and 31 or 37% were managers. Seventy six percent 

of the participants were males and the remaining 24% 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 
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partake in the survey, their anonymity and confidentiality were confirmed in the 

cover letter. 

 

Measures 

The study used the scale of Lumpkin and Dess (1996) in measuring EO dimensions 

while organizational performance scales was adopted from the study of (Powell, 

1995). 

 

Common method variance  

Common method variance (CMV), which is also called measurement bias is one of 

the methodological concern for scholars using self-report surveys (Chang, Van 

Witteloostuijn, & Eden, 2010; Malhotra, Schaller, & Patil, 2017; Podsakoff, 

MacKenzie, Lee, & Podsakoff, 2003). Following Anderson and Bateman’s (1997) 

suggestion, we employed Harman’s single-factor post hoc analysis to confirm that 

CMV is not methodological concern in the present study. Toward this end, we 

conducted an exploratory factor analysis on our measurement items and found 

that a single factor explained only 42.48% of the total variance, which is less than 

50% (Mishra, 2016). We therefore arrived at a decision that CMV is not a 

methodological concern in the present study. The result of CMV is presented 

below 

 

Total Variance Explained 
 

Component Initial Eigenvalues Extraction Sums of Squared Loadings 
 

Total % of 

Variance 

Cumulative % Total % of 

Variance 

Cumulative % 
 

1 5.523 42.488 42.488 5.523 42.488 42.488 
 

2 2.267 17.440 59.928 2.267 17.440 59.928 
 

3 1.122 8.627 68.555 1.122 8.627 68.555 
 

4 1.010 7.770 76.325 1.010 7.770 76.325 
 

5 0.764 5.878 82.203       
 

6 0.506 3.889 86.092       
 

7 0.438 3.370 89.462       
 

8 0.361 2.780 92.242       
 

9 0.303 2.328 94.570       
 

10 0.254 1.956 96.526       
 

11 0.186 1.430 97.957       
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12 0.145 1.119 99.076       
 

13 0.120 0.924 100.000       
 

Extraction Method: Principal Component Analysis. 
 

 

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, only 1 of 

the 14 items were deleted. Hence, in the whole model, the 13 items with loadings 

between 0.700 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 
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that the composite reliability coefficient for each latent construct should exceed 

0.70 (Bagozzi & Yi, 1988). 

 
Figure 2: PLS algorithm 

 

Table 2: Results of the Measurement Model 

 

 

Cronbach's Alpha rho_A Composite Reliability Average Variance Extracted (AVE) 

Firm performance 0.921 0.926 0.944 0.809 
   

INNOVATIVENSS 0.796 0.806 0.88 0.709 
   

PROACTIVENESS 0.864 0.946 0.912 0.775 
   

RISKtaking 0.779 0.928 0.817 0.605 
   

Measurement Model: Discriminant Validity (Cross Loadings) 

Table 4 
     

Firm performance INNOVATIVENSS PROACTIVENESS RISKtaking 

FP1 0.926 0.652 0.438 0.192 

FP2 0.908 0.655 0.404 0.139 

FP4 0.9 0.531 0.386 0.221 

FP5 0.862 0.588 0.387 0.074 

INN1 0.495 0.826 0.367 0.179 

INN2 0.636 0.871 0.329 0.253 

INN3 0.569 0.828 0.264 0.217 

RROACT2 0.236 0.349 0.836 0.464 

PROACT1 0.371 0.389 0.909 0.506 

PROACT3 0.497 0.288 0.895 0.261 

RISKT1 0.093 0.219 0.379 0.698 

RISKT2 0.19 0.256 0.383 0.942 
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RISKT3 0.078 0.099 0.267 0.663 

 
As shown in Table 2, the composite reliability coefficients, which range between 
0.817 and 0.944, 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 criterium 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 3 and 4, the squared correlations among the latent constructs 
were compared with the square root of the AVEs (values in bold face). Table 3 and 
4 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 2 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 and 3: Results of Discriminant Validity of Measures 
Fornell-Larcker criterion   

Firm performance INNOVATIVENSS PROACTIVENESS RISKtaking 

Firm performance 0.899 
   

INNOVATIVENSS 0.679 0.842 
  

PROACTIVENESS 0.45 0.377 0.881 
 

RISKtaking 0.172 0.26 0.436 0.778 

 
 

 
Table 3: HTMT<.90 Criterion  

 
 

 
 

 

 

 
Firm performance INNOVATIVENSS PROACTIVENESS RISKtaking 

Firm performance 
   

INNOVATIVENSS 0.781 
   

PROACTIVENESS 0.464 0.468 
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RISKtaking 0.201 0.331 0.607 
 

 
Structural Model  
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 5.  
 
Table 5: Results of Full Structural Model 

Hypothesis Relationship Beta T.statis Decision 

 

H1 PRO-FP 0.26 2.26 SUPPORTED 

H2 INN-FP 0.605 6.43 SUPPORTED 

H3 RISKTAKING-FP 0.101 0.87 NOTSUPPORTED 

 

Figure 3: Full Structural Model 
 
Assessment of Coefficient of Determination  
The coefficient of determination (R2) of the model demonstrates that the 
percentage of explained variance for the SME performance was 0.513. This 
suggests that proactiveness, innovativeness and explained 51.3% variance for the 
SMEs performance, which is considered adequate in the present study. 
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Additionally, a research model with higher positive Q2 value suggests more 
predictive relevance. Table 4 presents the results of the cross-validated 
redundancy Q² test. As shown in Table 5, the cross-validation redundancy measure 
Q² for the endogenous latent variable was above zero, suggesting satisfactory 
predictive relevance of the model (Hair et al., 2013; Henseler et al., 2012). 
 
Table 5: Construct Cross validated Redundancy  

SSO SSE Q² (=1-SSE/SSO) 

Firm performance 244 154.102 0.368 
 

INNOVATIVENSS 183 183 
  

PROACTIVENESS 183 183 
  

RISKtaking 183 183 
  

     

 
The Table above represents the blindfolding result of the cross-validated 
redundancy (Q2) of the latent endogenous variable of the direct relationships 
model of this study. As this cross-validated redundancy (Q2) is greater than zero, 
it clearly indicates the presence of path model predictive relevance (Chin, 1998; J. 
F. Hair Jr et al., 2014). 
 
DISCUSSION 
Two of the hypothesis were supported by the PLS-SEM path modeling results. In 
other words, the statistical analysis revealed that two of the three EOs dimensions 
were found to exert influence on the performance of SMEs in Nigeria. These 
findings are consisted and as well supported by the resource-based theory under 
which such relationships were postulated. According to this perspective, for a firm 
to have superior performance, it must control intangible valuable, rareness, 
inimitable, and non-substitutable resources, to be used in implementing strategy 
that is not simultaneously being implemented by current or potential competitors 
(J. Barney, 1991; J. B. Barney, 1986). Lonial and Carter (2015) argued that EO is one 
of those intangible assets that are specifically difficult to be duplicated by 
competitors, and thus it is a source of firm superior performance. Moreover, 
according to Meutia (2013), the RBV asserts that entrepreneurial competence as 
intangible assets exerts influence in building SME performance. 
The significant positive relationships between pro-activeness and innovativeness 
dimensions of EO are also consistent with the previous studies results (Aminu & 
Mahmood, 2015; Baba & Elumalai, 2011; Ranasinghe, Yajid, Khatibi, & Azam, 2018) 
which they have also found that all the three dimensions have positive influence 
on performance. To this end, it is evidently enough to establish that it is both 
theoretically and empirically supported that pro-activeness and innovativeness 
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exact influence SMEs performance operating in Kaduna state. In other words, 
SMEs in the present Covid 19 pandemic can leverage on been innovative and 
proactive so as to achieve superior organizational performance. However, this 
pandemic period is not a time for SMEs to take risk as it may not yield superior 
performance based on the present paper findings. 
 
Limitations and Directions for Future Research  
Despite the enormous contribution given by this study in theoretical, practical, as 
well as methodological aspects, as in many investigative studies, several 
limitations must be taken into cognizance. However, such limitations may also 
offer avenues for future research. Specifically, one of the major limitations of the 
present study concerns with it cross-sectional nature in which data were collected 
over a single period of time from SMEs operating in kaduna state. North- west of 
Nigeria. As such, caution should be exercised when drawing causal inferences. 
Consequently, future study may address this constraint by conducting longitudinal 
study that collects data over two or more points of time, so as to compare and 
contrast with the present study’s findings and be able to draw cause-effect 
interference appropriately. 
 
Conclusions  
The primary objective of this study is to investigate the relationships between 
entrepreneurial orientation (EO) dimension and performance of SMEs in kaduna 
state North west of Nigeria. The empirical findings supported 2 out of 3 
hypotheses developed; thereby answering all the research questions despite 
some identified limitations, and also supported the key theoretical positions upon 
which the present study has been drawn. In addition, the research findings are 
consistent with a number of previous empirical studies conducted in the domain 
of current research underpinning theories.  Moreover, the research findings also 
go a long way in lending a strategic model of how Nigerian SMEs can improve their 
performance, and also can serve as a blueprint as well as macroeconomics 
objectives and policies for commercial banks. Finally, the study concluded with 
some limitations that are the avenues for future research directions. 
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