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Entrepreneurial Orientation and its Dimensions Impact on Firms Performance
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Abstract. The Entrepreneurial Orientation (EO) of firms is broadly described as a dimension of strategic posture
and important part for enhancing firm Performance. The current study investigated the effect of Entrepreneurial
orientation and its dimensional factors (Innovativeness, Risk-taking, Pro-activeness, Competitive Aggressiveness
and Autonomy) on firm Performance with the mediating effect of Innovation Performance. Based on data from
SMEs, the results indicated that EO has a significant positive association with firm execution. First, Entrepreneurial
orientation focus on grown-up economy was expanded, taking a step in the direction of the applicability of the
Entrepreneurial Orientation idea in the growing economy perspective. Second, it was explored how Innova-
tion performance connected with SMEs performance and competitive power control the association between en-
trepreneurial orientation and firm performance. The most important objectives of these studies are to establish the
level of Entrepreneurial Orientation on SME and create the influence of this orientation on firms performance. The
Research study also represents policy and practice that give a source for entrepreneurial orientation decision and
actions. In other words, it was established that EO helps SMEs owners to act entrepreneurially.

1 Introduction

The Small & Medium Enterprise (SME) plays an es-
sential function in Pakistan monetary growth. Worth of
small and medium enterprises and entrepreneurship to
countries ”economies has significance gain; huge firms
in an attempt to stay behind beneficial are implement-
ing mass lay-offs on non-core sector of their big busi-
ness (Van Gelderen et al., 2005). In the same way, a
number of scholars recognize and appreciate the sig-
nificant role played through Small & medium enter-
prises as engines for powerful financial development
and improvement. The helpful welfare and competi-
tiveness of most economies, both nationally and inter-
nationally depends to a large degree with the univer-
sal health of SMEs of Pakistan. For example, in US
85% of new jobs are generated by SMEs (Audretsch,
2002; Lappalainen and Niskanen, 2009). When Small
& Medium Enterprises and entrepreneurial orientation
contributed more into economic growth, the study of
how this business and entrepreneurs in general can im-
prove their performance to warranty their continued
existence in the harsh economic environment has be-
come even more important. In the Most Research stud-
ies Entrepreneurship literature implies useful concept
that would be operated when investigating for poten-
tial reparations or enhance their businesss chances dur-
ing unsympathetic economic times.

This study is grounded on the two theories, i.e. Re-
source Based theory and Schumpeter Innovation The-
ory. Resource based theory explains the creation of
market place vision to contain feature (Alvarez and
Busenitz, 2001). It also suggests that Organization
wishes to achieve greater than standard profits by im-
plementing certain factors. Advertise system must
be continually better educated concerning the future
worth of these Mythologies than further firms in the
similar market (Alvarez and Barney, 2004).

Schumpeter Innovation theory (Schumpeter, 1939)
established the role played by innovativeness perfor-
mance in entrepreneurial orientation; it describes a pro-
cess, procedure of development and of creative de-
struction which happens when existing market struc-
tures are interrupted by new goods and services devel-
opment process that move resources away from exist-
ing business to new ones consequential to wealth cre-
ation through establishments of new firms.

1.1 Problem statement

Given the high disappointment rate of small firms
in Pakistan, there is a need to recognize system & get
better performance. As indicated by Giampiccoli et al.
(2013), Entrepreneurial Orientation is a critical way
to obtain competitive advantage and enhance perfor-
mance for a wide range of firms. Different Investiga-
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tions have demonstrated a positive connection between
the usage of entrepreneurial orientated procedures and
company Performance (Covin et al., 2006; Marfo et al.,
2015; Rose, 2007; Short et al., 2009; Wang, 2008). This
suggests that in new small businesses; firms implement
entrepreneurial orientated approaches and carry on en-
trepreneurially orientated method, and the more effec-
tive they are probably going to be. Very few small
firms, on the other hand, take on entrepreneurial ori-
entated activities (Zehir et al., 2015).

1.2 Research Gap / Finding

The research gap in this study is that, in base article
the researchers have taken only three measurement di-
mensions of Entrepreneurial Orientation (Innovative-
ness, Pro-activeness, & Risk-Taking) to measure firm
performance (SMEs). But current study takes five mea-
surement dimensions of Entrepreneurial Orientation
(Innovativeness, Pro-activeness, Risk Taking, Auton-
omy, and Competitive Aggressiveness) to measure firm
performance (SMEs) with the mediating role of Inno-
vation Performance in Islamabad Pakistan. Beside this,
the majority of the studies with one exception (Hughes
and Morgan, 2007), have only precise Entrepreneurial
Orientation and have not checked the connection of its
individual dimensions and firm performance. The cur-
rent study aims to check the individual impacts on the
firm performance of SME. In other words, it was estab-
lished that EO helps SMEs owners to act entrepreneuri-
ally. This research study thus intends to fill up this re-
search gap. The limited growth of SMEs in Pakistan
and their high failure rate may be associated with them
lacking the entrepreneurial orientation and its dimen-
sions needed.

2 Literature Review

2.1 Entrepreneurial Orientation

First of all, the idea of Entrepreneurial Orienta-
tion was developed by Miller (1983), then by Covin
et al. (2006), which is based on the three dimensions of
Entrepreneurial Orientation (i.e., Innovativeness, Pro-
activeness, and Risk-Taking). In the Past literatures the
research has shown a direct connection between En-
trepreneurial Orientation (EO) and firm Performance
(Bengesi and Le Roux, 2014; Lee et al., 2001; Lumpkin
and Dess, 1996; Zahra and Covin, 1993). On the other
hand, the important deliberation remains around the
part of entrepreneurial orientation (Covin et al., 2006).
Lumpkin and Dess (1996) also paid attention to the
complexity of entrepreneurial orientation to Firm per-
formance and proposed that the affiliation between en-
trepreneurial orientation (EO) and Firms performance
connection is precise. On the other hand, the relation-

ship between entrepreneurial orientation and firm per-
formance is affected by external factors as well as in-
ternal factors of firms. The entrepreneurial orientation
research study has been mostly conducted in United
States or other developed countries.

2.1.1 Innovativeness

Innovativeness in a firm is defined as the intro-
duction of novel ideas that can allow the firms to de-
velop its product or service. Mirela (2008) established
that innovativeness is a very important aspect for sur-
vival, development, performance, growth, and success-
ful firms.

2.1.2 Pro-Activeness

First of all, the concept of Pro-activeness was de-
fined by Rauch et al. (2004), he explained it as an op-
portunity seeking and forward-looking insight charac-
terize through the beginning of new goods and services
process in advance of the competition and performing
best in expectation for future demand.

2.1.3 Risk-Taking

Risk taking is the most important third dimension
of Entrepreneurial Orientation. According to Miller
and Friesen (1982) the risk-taking is described or de-
fined as the measure of firms in which manager is ready
to create huge and risky source faithfulness, to support,
those which have a reasonable option of special stop
working”. In this study the purpose of risk taking in
entrepreneurial orientation may be recognized because
it is incented replace of entrepreneurial orientation.

2.1.4 Autonomy

According to Lumpkin and Dess (1996) the en-
trepreneurial Orientation dimension of Autonomy is
defined as the firms tendency in the direction of inde-
pendence or self-sufficiency, which is a key element of
entrepreneurial orientation.

2.1.5 Competitive aggressiveness

According to Lumpkin and Dess (1996) the Com-
petitive aggressiveness dimension of entrepreneurial
orientation is referred as a firms tendency to straight
and powerfully challenge its competitor to accomplish
ingress or obtain improved location in the marketplace
and is characterize by receptiveness in situation of ar-
gument or reactive action.

2.2 Firm Performance of SMEs

In todays big business world, firm performance is
considered very vital. On the other hand, a lot of princi-
ple use in research studies which determines firm per-
formance of Small & medium enterprises. According to
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Venkatraman and Ramanujam (1986), the firm perfor-
mance of SMEs can be measured with both dimensions
which are financial performance and non-financial per-
formance of a firms. Financial measures are basically
related to monetary factors such as profitability and
sales expansion of firms or organization. For Example:
return on assets (ROA) and return on sales (ROS) and
non-financial measures are related to products, services
quality, employees and customers satisfaction. In fact,
they have confidential firm performance data is one di-
mension.

2.3 Innovation Performance

Innovation performance can be defined as the uti-
lization of an ideas or creativity, which is used to im-
prove the products, processes, procedures that increase
the significance of firm performance and usefulness of
the products and services of firms. Innovation perfor-
mance is a vital factor for the firm performance which
includes both terms (financial or non-financial perfor-
mance) and evaluates competitive advantage of firms
(Bhuian et al., 2005). In this research study the medi-
ating variable Innovation performance is used to mea-
sure direct impact on firm performance.

2.4 Relationship between Innovativeness
and Firm Performance

Innovativeness is first and most important dimen-
sion of entrepreneurial orientation that explains the
thoughts which support creativity for goods / services
development, introductions of technologies in their
process and procedures, and products / services nov-
elty through research and development (Lumpkin and
Dess, 2001). Innovativeness occurs when an innovative
firm is willing to try new product line & experiment
with a new advertising, to an obsessive obligation in
new products or technological (Lumpkin and Dess,
1996). According to Wiklund and Shepherd (2005) the
innovativeness emphasizes on a high-performance rate
to firm performance, in current market situations.

H1: Innovativeness has positive significance influence
on firm performance and direct impact on its measures.

2.5 Relationship between Pro-Activeness
& FP

Pro-activeness is a second dimension of en-
trepreneurial orientation and its can be described as the
firms proactive or reactive activities towards their com-
petitor. According to Lumpkin and Dess (1996), Pro-
activeness can also improve firm performance which
includes financial or non-financial performance, which

increases competitive advantage of a firm. The signifi-
cance of pro-activeness is highlighted in theoretical and
empirical research dissuasions. On theoretical level,
the pro-activeness leads to increased firm performance.
On empirically level the pro-activeness leads to bet-
ter performance in terms of financial or non-financial
which is growth and profitability, products and ser-
vices firm performance (Kraus et al., 2011).

H2: Pro-activeness has positive significance influences
on firm performance and directly impacts its measures.

2.6 Relationship between Risk Taking and
Firm Performance

Risk taking is related to independent action of an
individual or group of members to bring novelty of
dreams and then forwards an idea or a vision and car-
rying it out to completion (Lumpkin and Dess, 1996).
The significance of risk taking and its impacts on firm
performance also highlighted in theoretical and em-
pirical research discussions. Literature suggests that
firms willingness to engage in high risk-taking behav-
ior which enables firm to seize profitability opportuni-
ties of uncertainty leads to long term profitability (Mc-
Clelland, 1961). Similarly, empirical studies suggest
that the risk-taking enables firms to secure superior
growth and long-term profitability in contrast to risk
avoiders.

H3: Risk taking has positive significance influences on
firm performance and directly impacts on its measures.

2.7 Relationship between Competitive Ag-
gressiveness and Firm Performance

Competitive aggressiveness requires strong accom-
plishment with the intention of outperforming indus-
try rivals. This can be ended by improving current
products development as well as doing things differ-
ently. According to Kollmann and Stöckmann (2014)
Firms as a result discover a new position for themselves
or target at the competitors weaknesses by increasing
superior products or services. Additionally, firms can
act insistently and rapidly through innovation. Com-
petitive aggressiveness mobilizes constant participant
evaluation further more as a result the deconstruction
of the worth parcels of the rivals to produce greater
contributions Hughes and Morgan (2007).

H4: Competitive aggressiveness has positive significance
influences on firm performance and directly impacts on its
measures.
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2.8 Relationship between Autonomy and
firm Performance

Autonomy encourages innovation because it is a
cause for creativeness and idea. Entrepreneurial orien-
tation initiative is altered in entrepreneurial outcome
by independent hard work of key individuals perform-
ing external control (Lumpkin and Dess, 2001). Such
individuals are frequently referred to as champions
(Green et al., 2008). Firms member that desires to in-
vestigate speculation opportunities repeatedly should
generate environment, where novelty group members
are open to survey potential not including the pressure
of planned norm or managerial civilization that may
slow down the detection process (Burgelman, 1983).
We therefore anticipate that autonomy influences the
SMEs performance.

H5: Autonomy has positive significance influence on
firm performance with directly impacts on its measures.

2.9 Relationship between Entrepreneurial
Orientation & Innovation Performance

Current study is supported by two theories, which
include Schumpeterian innovation theory for firms per-
formance two dimensions financial or non-financial
performance, and second is resource-based theory. So,
Schumpeter Innovation theory is for entrepreneurial
orientation and its five dimensions which are Innova-
tiveness, Pro-activeness, risk taking, competitive ag-
gressiveness and autonomy. Whereas the Resource
based theory provides a powerful impact to organiza-
tions and how they can perform better than other firms
which are existing in the same market.

H6: Entrepreneurial Orientation has positive signifi-
cance influence on Innovation performance.

2.10 Innovation Performance Mediate the
relationship between (EO) & (FP)

In the strategy literature innovation performance
is an important concept that creates value for SMEs
and enables sustainable competitive advantage in the
complex and rapidly changing business environment
(Madhavan and Grover, 1998). Firms that have higher
innovation capabilities are more successful in respond-
ing to changing conditions and developing new capa-
bilities to adopt changes and as a result achieve better
performance (Fernández-Muñiz et al., 2009). Innova-
tion performance is related to organizations adoption
of a new idea or behavior (Zaltman, 1973). Innovation
occurs in different types such as product innovation,
process innovation, service innovation and technolog-
ical innovation. Therefore, due to the intense compet-
itive environment, firms need entrepreneurially ori-

ented individuals or groups in order to innovate new
and different products, services, images and processes
which cannot be imitated easily by others. This is why
we propose that innovation Performance mediates the
positive relationship between EO & FP.

H7: Innovation performance positively mediates the re-
lationship between Entrepreneurial orientation and its di-
mensions with directly impact on firms performance and its
measures.

2.11 Relationship between Entrepreneurial
Orientation, Innovation Performance
& Firm Performance

The relationship between Entrepreneurial Orienta-
tion and its dimensions impact on firm performance
is a vital focus in this research (do Paço et al., 2011).
On the other hand, various studies have shown that
Entrepreneurial orientation has a positive relationship
directly or indirectly with firm performance which
could be financial or non-financial performance. It
means that Small & Medium Enterprises that adopt
Entrepreneurial orientation and its dimensions outper-
form. Entrepreneurial Orientation and its dimension
have been one of the most significant factors which
show a competitive advantage.

H8: Entrepreneurial Orientation and Innovation Per-
formance both have significant and positive impact on firm
performance.

3 Methodology

3.1 Research Design

This Research design is arrangement of conditions
for collection of data and analysis of data relevant to
research purpose with economy technique (Kothari,
2004). This study will adopt a descriptive research de-
sign.

3.2 Population

The target population under this study is registered
SMEs in Pakistan County. This contained a total of all
the 250 registered SMEs with Premier institution of the
Government Pakistan under Ministry of Industries &
Production. Small & Medium Enterprises development
Authority (SMEDA) was established in October 1998.

3.3 Sample Design

This study used a random sampling process to se-
lect the target population of the research study. A sam-
ple size (10% to 30%) is good representation of selected
and target population (Mugenda and Mugenda, 2003).
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Figure 1: Theoretical Framework

The sample size of this study was 250 SME in Pakistan.
The sampling frame included either services or manu-
facturing industries.

3.4 Data Collection

The study has been used primary data collected us-
ing questionnaires. Questionnaires are a quick method
of obtaining data as compared to other instruments. To
achieve this purpose the researcher sustained an evi-
dence of questionnaires. The questionnaires were ad-
ministered using a drop and pick technique to SMEs
owners & managers .In this research study the indepen-
dent variable dependent variables and mediating vari-
able require five-point Likert-scale responses ranged
from (1) = strongly disagree,(2) = disagree,(3) = neutral,
(4) = agree and (5) = strongly agree.

3.5 Instrumentation

3.5.1 Independent Variables

Entrepreneurial orientation in this study is used as
independent variable. Scale developed by (Lumpkin
and Dess, 1996) was adopted for measuring (EO). Fif-
teen items were used for five Entrepreneurial orienta-
tion dimensions with Five-point Likert scale by Covin
and Slevin (1989). Where (1) = strongly Disagree, (2) =
Disagree, (3) = Neutral, (4) = agree, (5) = strongly agree.
All the questions in the survey were used to measure
the firms performance and measure firm activities.

3.5.2 Dependent Variable

The dependent variable of this research study is
firm performance. To measure performance, the first
one is financial firm performance and the second one is
non-financial firm performance. General Managers of
the firms were requested to rate their financial and non-
financial performance over the past three years as com-

pared to their competing firms. İşeri-Say et al. (2008)
business performance scale was used. So financial per-
formance was measured concentrating on growth and
profitability which involves three questions where as
non-financial performance was measured concentrat-
ing on customer and employee outcomes which in-
volve four items scale. Firm performance measure with
total seven item scale, on a 5-point Likert scale, where
(1) = very low, (2) = low, (3) = moderate, (4) = high, and
(5) = very high.

3.5.3 Mediating Variable

The Mediating variable of this study is Innovation
Performance. Scale developed by Prajogo and Sohal
(2006) was used to measure innovation performance.
On the other hand, accordingly to West and Ander-
son (1996) the concept of innovation performance is
defined as the application of new ideas, processes or
procedures. The 6-items questionnaire is created to
measure innovation performance, with five-point Lik-
ert scales, where (1) = strongly disagree, (2) = disagree,
(3) = neutral, (4) = Agree, and (5) = strongly agree are
used to get responses from SMEs owners.

4 Results

4.1 Tests of Reliability and Validity

In this study we used a test of Reliability (consis-
tency) and validity to measure the internal consistency
of variables items. In the test of reliability and validity
we evaluate the internal consistency of variables items
which is estimated by using Cronbachs Alpha value.
So that the results of this study analysis were as shown
in(Table- 1), the entire Eight Variable of this study show
Cronbachs alpha value which are greater than the rec-
ommended value of (0.70) which indicates a compara-
tively high level of internal consistency in all variables
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Table 1: Result of Reliability and Validity Analysis which shows Cranachs Alpha Value

Variables of study No. of Items Cronbachs Alpha

Entrepreneurial orientation

(a) Innovativeness 3 .853

(b) Pro-activeness 3 .866

(c) Risk Taking 4 .790

(d) Competitive Aggressiveness 4 .870

(e) Autonomy 4 .838

Innovation performance 6 .899

Firm performance (SMEs)

(a) Financial performance 3 .864

(b) Non-financial performance 4 .920

The Sum of Percentage Is Not 100% Due to Rounding.

items that are used in this research study.

4.2 Correlation Coefficient

Correlations Coefficients are used to illustrate in-
ter relationships among variables. The correlation re-
sults of all variables show that all the variables are
highly correlated to each other. The Pearson correla-
tion results indicate in (see Table 4-2).i.e., Mediating
variable of this research study is Innovation Perfor-
mance and Independent Variable of the research study
Entrepreneurial Orientation are 0.675 (67%) correlated,
Dependent Variable of this research study Firm Per-
formance and Independent Variable Entrepreneurial
Orientation are 0.598 (59%) correlated, and Mediating
Variable Innovation Performance and Dependent Vari-
able Firm Performance are 0.678 (67%) are Correlated
with each other The correlation values between all the
Variables less than 0.80 indicate that there is no multi-
co-linearity issue (Jalali et al., 2014). The results of
this research study through (Covin et al., 2006), es-
tablished to an Entrepreneurial Orientation and its all
the five-dimensional are positively connected with In-
novation Performance to the firms performance. Ac-
cording to Lumpkin and Dess (1996) & Hughes and
Morgan (2007) established an un-equal impact of En-
trepreneurial Orientation and innovation performance
effect on the firm performance.

4.3 Regression Analysis

In this research study we used regression analy-
sis to predict the value of dependent variable which
is based on the independent variables values. Lin-
ear regression analysis was run for testing the effect
of Innovativeness, Pro-activeness, Risk Taking, Com-
petitive aggressiveness and Autonomy on firm per-
formance., independent variable Innovativeness, Pro-

activeness, Risk Taking, Competitive aggressiveness
and Autonomy on mediator variable (Innovation Per-
formance)and effect of mediating variables (Innova-
tion Performance) on dependent variable (Firm Perfor-
mance); also Independent variable and Mediating Vari-
able (Innovation Performance) on Firm Performance.
This research study finding is consistent with research
by Fagerström (2008); Kafayat et al. (2014); Kibera and
Muturi (2018); Park et al. (2013).

4.3.1 Mediation Regression Analysis for En-
trepreneurial Orientation and Innovation
Performance

We performed hierarchical regression analyses in
order to test the hypothesis formally. Firstly, EO was
regressed on Innovation performance. In the first step,
control variables are (Firm Size, Firm Age, and Indus-
try) were entered and only the value of their R2 is re-
ported, that shows 0.17% of the Dependent variable in-
novation performance is explained by the control vari-
ables. In the second step, EO was entered and the val-
ues of their R2, change in R2 and beta (β) are reported.
The value of R2 = 0.566 that shows about 56% of the
variation in Innovation Performance is caused by EO
but the remaining 44% is not captured in this model
and needs to be explored. The value of the F-statistic
(3.458, sig 0.000) is statistical significant and indicates
that the model is fit. The δ in R2 indicates that, af-
ter controlling demographics, the value of R2 is signifi-
cantly affected.

The hypothesis predicts that EO is positively asso-
ciated Innovation performance. To test These predic-
tions, we regressed Innovation performance on EO (see
Table 6).EO heuristic bias (β = 0.225, p<0.000) was a
significant predictor of Innovation Performance, pro-
viding support to H6.
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Table 2: Correlations Coefficient

Variables Mean SD EO Innovation performance FP

Entrepreneurial Orientation

48.4794 9.56317 1

Innovation performance .675∗∗

20.3042 3.66143 .001 1

Firm Performance .598∗∗ .678∗∗

21.1779 5.12491 .000 .000 1

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

Table 3: Regression Analysis

Variables β T Value P Value R2 Change in R2

Step 1

Control .017

Step 2

Entrepreneurial Orientation .225 3.223 .001 .566 .0549**

n=200, *p<0.05, **p<0.01, ***p<0.001; Dependent Variable: Innovation Performance.

4.3.2 Mediation Regression Analysis for Inno-
vation Performance and Firm Performance

We performed hierarchical regression analyses in
order to test the hypothesis formally. Firstly, Innova-
tion Performance was regressed on Firm performance.
In the first step, control variables (Firm Size, Firm Age,
and Industry) were entered and only the value of their
Ris reported, that shows 0.5% of the Dependent vari-
able FP is explained by the control variables. In the
second step, Innovation Performance was entered and
the values of their R2, change in R2 and beta (β) are re-
ported. The value of R2 = 0.379 that shows about 37%
of the variation in Firm Performance is caused by Inno-
vation Performance but the remaining 63% is not cap-
tured in this model and needs to be explored. The value
of the F-statistic (4.205, sig 0.000) is statistically signif-
icant and indicates that the model is fit. The δ in R2

indicates that, after controlling for demographics, the
value of R2 is significantly affected.

The hypothesis predicts that mediating variable In-
novation Performance is positively connected with de-
pendent variable Firm performance. To test these Pre-
dictions, we regressed firm performance on Innova-
tion Performance (see Table 7).Innovation Performance
heuristic bias (β = 0.275, p<0.000) was statistically
significant predictor for Firm Performance, providing
support to H7.

4.3.3 Mediation Regression Analysis for EO,
Innovation Performance & Firm Perfor-
mance

We performed hierarchical regression analyses in
order to test the hypothesis formally. Firstly, EO & In-
novation Performance was regressed on Firm perfor-
mance. In the first step, control variables (Firm Size,
Firm Age, and Industry) were entered and only the
value of their R is reported, that shows 0.5% of the De-
pendent variable firm performance is explained by the
control variables. In the second step, EO & Innovation
Performance were entered and the values of their R2,
change in R2 and beta (β) are reported. The value of
R2 = (0.460 & 0.396) that shows about 46% and 39%
of the variation in Firm Performance is caused by EO
and Innovation Performance but the remaining 54%
And 61% is not captured in this model and needs to
be explored. The value of the F-statistic (9.273 & 9.434,
sig 0.000) is statistical significant and indicates that the
model is fit. The δ in R2 indicates that, after control-
ling for demographics, the value of R2 is significantly
affected. The hypothesis predicts that EO & Innovation
Performance is positively associated with Firm perfor-
mance. To test these predictions, we regressed firm per-
formance on EO & Innovation Performance (see Table
VIII).EO & Innovation Performance heuristic bias (β =
0.397 & 0.196, p<0.000) was a significant predictor of
Firm Performance, providing support Hypothesis 8 &
In Mediation Regression analysis this study shows that
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Table 4: Regression Analysis

Variables β T Value P Value R2 Change in R2

Step 1

Control .005

Step 2

Innovation Performance .275 3.970 .000 .379 .0374**

n=200, *p¡0.05, **p¡0.01, ***p¡0.001; Dependent Variable: Firm Performance.

Table 5: Regression Analysis

Variables β T Value P Value R2 Change in R2

Step 1

Control .005

Step 2

Entrepreneurial Orientation .397 5.994 .000 .460 .155**

Innovation Performance .196 2.937 .004 .396 .191**

n=200, *p¡0.05, **p¡0.01, ***p¡0.001; Dependent Variable: Firm Performance.

the relationship between Independent dependent and
meditating variable is significant so its a partial Media-
tion.

5 Summary, Conclusions and Rec-
ommendations

5.1 Discussion

This research studys main objective was to estab-
lish the role of entrepreneurial orientation and its di-
mensions on the firm performance (which is financial
or non-financial performance) with the mediating role
of innovation performance. The study found out that
entrepreneurial orientation helps small & medium en-
terprises to increased performance. This study also
establishes that the major factors that impacts perfor-
mance of SMEs which includes Innovativeness, Pro-
activeness, Risk Taking, Competitive Aggressive &
Autonomy.

This research study also reveals that innovative-
ness impacts the firm performance of small & medium
enterprises which enable them for market dissemina-
tions. The firms persuade inventive ideas and conduct-
ing tests when introducing new products and Techno-
logical Ideas, developing new technological processes;
develop new products and services in SMEs. The Inno-
vation performance generates new value for customers
satisfactions and motivation, initiates innovations per-
formance in most situation ahead of their competitors
and they are creative in create and scheming resources.

This research study identified that pro-activeness
prejudiced the firm performance of SMEs, in large ex-
tent because the firms owners identify needs of cur-

rent and potential customers and consumers, reallo-
cates its income to compact with budding opportunity
and pressure, and monitor market trends to predict fu-
ture trend. Although from these methods the firm is
able to predict or act in response to up-and-coming
needs of customers. In that ways and process the firms
are able to continually seeks opportunities for new cus-
tomers and consumers which relate to their current or
presents needs or wants. The firms are also capable for
anticipating new changes and create competitive ad-
vantage.

This research findings also exposed that risk taking
impact on firm performance of SMEs to a big amounts
the respondents approved to the statement that their
firms commit a huge part of their wealth to venture
with unsure outcomes, takes heavy borrowing from
banks, invest in high-risk goods which guarantee high
profits ,interrelate a lot with consumers to reveals new
opportunity, use risk managing technique to moderate
the risks in the firms, decrease the conclusions of risk-
taking by onward preparation and anticipate every one
effect, and handle themselves at some stage in stress-
ful times of firm before they make a risky firm decision
they determine whether it is the right decision to make.

This research study also identified that Autonomy
refers to the firms capability to make decisions and to
continue their activities / actions independently, not
including any restrictions from the firm owners and
managers. It also shows that strong desire of a per-
son has freedom to develop of their own idea and
they can implement it. Several scholars also recom-
mended that autonomy gives power to all players in
the firms to motivate them and build their satisfactions
to act entrepreneurially, and helps them to improve
their firm performance either financial performance or
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non-financial performance. Despite that acknowledge-
ment of autonomy enhances firm performance. This re-
search study also reflects that the Competitive aggres-
siveness in firms performance is an intensity of effort
to better perform production rival, which is character-
ize by an aggressive attitude and a powerful reaction to
competitors proceedings.

5.2 Conclusions

In regards to entrepreneurial orientation and its di-
mensions this research study concludes that its five di-
mensions have a major contribution toward increased
firm performance of small & medium enterprises
which are as follow and discussed. EO plays a vital
function in determining the firm performance of SMEs
would be recognized. According to above mentioned
debate, it can be concluded that an (EO) can be con-
sidered as processes, practices, thinking, and decision-
making activities OR actions which guide firms toward
improvement in its products and services & technol-
ogy process. The significance of (EO) is to be continued
existence and firm development of SMEs through inno-
vation performance roles and functions which are very
significance for every small & medium enterprise.

5.3 Limitations of the Study

This research study limitations are on the role play
by entrepreneurial orientation to firm performance of
small and medium enterprises; which has an exclusive
trade environment compared to other countries, dis-
similar results would have been predicted if a wider
district was investigated to would-be further envoy of
SME. This study also focused on other principal factor
such as Government policies, political power, environ-
mental factors between others were not enclosed in this
study since they were not inside the capacity of study
of the investigator. Moreover, the studys dependence
on questionnaire presented so far, an additional limita-
tion to the study because the true position would not
be established with confidence. This, therefore, com-
plete the studys conclusion and generalization a theme
for additional testing. At last, the study composed data
as of just a small representation of small and medium
enterprises in Islamabad Pakistan, exit out an extra set
of regularly significant population. It is consequently
recognized that their insertion would have significantly
varied some of the studys conclusion.

5.4 Suggestion for Future Studies

This study recommends that as like study must too
be complete on further cities/countries because their
operations are diverse from those intentional in this
study. Further studies must be done on other city
other than Islamabad, to get out whether it will give up

the same information or change. Similar to as Studies
might also be done on impact of Entrepreneurial orien-
tation (EO) on business performance in terms of sales
growth and profitability of SMEs and all other organi-
zations.
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