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MANAGEMENT | RESEARCH ARTICLE

Impact of Entrepreneurial Orientation 
Dimensions on Performance of Small Enterprises: 
Do Entrepreneurial Competencies Matter?
Mukaram Ali Khan1, Syed Sohaib Zubair2, Kashif Rathore1, Maryam Ijaz3, Sumreen Khalil4 and 
Muhammad Khalil5

Abstract:  The purpose of this study is to examine the role of entrepreneurial 
orientation (EO) in determining the enterprise performance (EP) during Covid-19. 
Moreover, in context of this relationship, the mediating role of entrepreneurial 
competencies (EC) has also been investigated in influencing the EO and EP con
nection. This quantitative study employs techniques for operationalizing and quan
tifying the variables under consideration followed by various statistical operations 
using SPSS and AMOS in order to test and explore the relationship as proposed in 
the conceptual framework, using data from 386 small enterprises as sample iden
tified through Systematic random sampling. The analysis revealed that a positive 
relationship exists among all the constructs directly as well as through the mediator 
(EC). However, the strongest direct relation existed between risk taking propensity 
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(RTP) and enterprise performance. Moreover, when EC is introduced as the mediator 
between the dependent and independent variables, again RTP path showed the 
strongest link. Several governments, particularly in the underdeveloped or devel
oping countries try to support and boost the development of small businesses for 
the achievement of developmental objectives as well as to address the challenge of 
unemployment. This research explores both these key components in the context of 
Pakistan, testing the importance of EO and EC for small businesses. This study also 
provides the roadmap for policy makers to strengthen small enterprises for better 
performance.

Subjects: Business & Policy; South East Asian Business; Entrepreneurship and Small 
Business Management; Small Business Management  

Keywords: Entrepreneurial orientation; entrepreneurial competencies; enterprise 
performance; small enterprises
Subject classification: L26; M00; O00

1. Introduction
Economies have witnessed severe effects due to COVID-19 pandemic globally. Majority of the 
economies in Asia particularly Pakistan being a struggling economy felt the effects at all levels of 
economy. SMEs faced a number of problems such as: demand reduction, shortage of raw materi
als, reduction/cancellation of export orders, and unavailability of work force due to lock down at 
national level (Shafi et al., 2020). Due to the unexpected COVID-19 crisis, businesses were not 
ready to face the challenges of operational disruptions as the crisis is expected to go longer for 
a number of years (Bartik et al., 2020). SMEs are the backbone of any economy as they provide 
healthy support in terms of employment opportunities the world over (Mpi, 2019). The crisis also 
created opportunities for new businesses. The demand of personal hygiene and safety products 
such as: hand sanitizers and face masks created a huge gap in the market as existing businesses 
were neither having capacity nor the resources to tap this huge market opportunity. This oppor
tunity paved way for many new micro and small medium enterprises (MSMEs) while they reaped 
the benefits of the emerging market of such products. Existing MSMEs also took this an opportunity 
to tap new markets and while many entrepreneurs were upset because of the disruption of their 
business activities (UDENSA, 2020), they were motivated and used their knowledge and experience 
of doing business to convert their losses into positive returns by filling the gap for such products.

Small and medium enterprises (SMEs) are assumed to contribute significantly in the develop
ment of a country. Several governments, particularly in the underdeveloped or developing coun
tries try to support and boost the development of SME sector for the achievement of 
developmental goals as well as to address the challenge of unemployment (Dar et al., 2017). 
SME sector is termed as “backbone of the economy”.

Zafar and Mustafa (2017) report that in high income economies, SME’s contribution to GDP and 
total employment stands at 55% and 65%, respectively. They further add that SMEs share to GDP 
and total employment is even higher in low income economies with 60% and 70% respectively. 
The numbers are astounding in case of middle-income economies with SMEs’ contributing over 
70% and 95% to GDP and total employment, respectively. Small and medium businesses are also 
effective support during economic distress; examples include European economic depression 
(2000) and Euro-zone debt crisis (Hyder & Lussier, 2016).

In Pakistan, SMEs provide employment to over 3.2 million workforce and account for 40% of the 
GDP and 30% of the total exports (Zafar & Mustafa, 2017). As a matter of fact, approximately 
“99 percent of over 3.2 million businesses” are related to SMEs in Pakistan. They overwhelmingly 
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contribute to the employment in the country. Pakistan stands at “136th position out of 189 
countries on the ease of doing index” (World Bank, 2018). SME sector is regarding as an “engine 
of economic growth”. As per the literature, no unified definitions of SMEs exist, not just in Pakistan, 
but also internationally. Various governmental institutions or governments across the globe define 
SMEs in their own perspectives (Cunningham & Rowley, 2008).

In the light of this study, researchers have operationalized small enterprises in the light of criteria 
defined by “Small and Medium Enterprise Development Authority” (SMEDA). SMEDA aims at empow
ering and encouraging the advancement and development of SMEs in Pakistan to support the 
economic activity in the country. For that matter, this study focuses on small enterprises only, 
where number of employees range from 10 to 35, and productive assets are no more than PKR 20 
Million. Rational for taking small enterprises as the key focus for this study is the fact that small 
enterprises or projects usually revolve around one leader or executive whereas for medium or large 
scale ventures, a more structured managerial team is built that manages or runs a project (Peri_c 
et al., 2017). According to Main (1990), p. 60% of the entrepreneurial projects fail within six years of 
their launch, and one of the prime reasons for this collapse is the absence of finances or managerial 
competencies of the leaders or entrepreneurs. Vivarelli (2013) reports that 40% of the new enter
prises do not see their third year due to lack of business-friendly policies, better infrastructure, 
favorable economic conditions and better entrepreneurial competencies and orientation and also 
for corruption and high cost of doing business (Abdullahi & Sulaiman, 2015).

Irrefutably, entrepreneurial competencies or abilities can assist small ventures or businesses 
with inadequate finances in such unpredictable circumstances due to Covid-19. Such skills are 
reflected as the basic ingredients necessary to accomplish the job by using assets that enhance 
small scale enterprises (Al Mamun et al., 2018). Moreover, entrepreneurial competencies (EC) are 
necessary and can display its critical role in gauging effectiveness of small and relatively new 
enterprises, where EC are referred to as basic features that include “characteristics such as specific 
knowledge, motives, traits, self-images, social roles and skills” (Mitchelmore & Rowley, 2010, p. 96) 
that may end in initiation or strengthening of an entrepreneurial project. Indeed, such capabilities 
as strategic, management entrepreneurial and conceptual competencies play crucial role in the 
effective performance and success of any business (Grimmer et al., 2017). It is an established fact 
that exposure and use of entrepreneurial competencies are the fundamental ingredients of any 
successful business venture (Ahmad et al., 2010).

Nonetheless, scholars argue that apart from competencies and supporting environment, entre
preneurial orientation (EO) is of critical significance as well (Darwis, 2017) which is usually tested to 
have an affirmative effect on organizational performance (Caseiro & Coelho, 2018). EO is defined in 
a number of ways, referring to Bolton and Lane (2012), Al Mamun and Fazal (2018) argue that 
a common definition used includes EO as being “a set of behaviors including willingness to take 
risks, innovativeness, pro-activeness, autonomy and competitive aggressiveness” (p. 381). As far as 
research gap is concerned, there are studies which have been done by taking EO as latent 
construct against determining the performance level of SMEs however, little work has been done 
on dimensions of EO for determining the performance of small businesses particularly in challen
ging time of Covid-19. Therefore, this study will be unique in this context.

The role of small enterprises in the development of economy is an established fact with 
particular reference to developing countries. Even most developed economies also seem heavily 
dependent on SMEs’ performance for their economic development (Hallam et al., 2018). Such 
ventures help in expanding the economy as well as creating employment opportunities. 
However, entrepreneur attributes, managerial abilities and firm characteristics play a vital role in 
the effectiveness of such small businesses (Rodríguez-Gutiérrez et al., 2015). With this increasing 
significance and criticality of the SMEs, there is a serious need to explore the determinants 
responsible for the success of small businesses. Academicians and practitioners therefore, always 
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remain keen on exploring factors that are critical to any enterprise especially SMEs to perform 
better for organization and national economic development (Leonidou et al., 2017).

It is pertinent to mention here that it is challenging for small set-ups to survive for the longer 
period of time due to the lack of availability of skill-set required running the entrepreneurial 
ventures. They are therefore, equally interested in knowing the factors responsible for failures of 
the small businesses. For that matter, in terms of practical implications, studying EO and EC in 
connection with performance is of prime importance. EO and EC both help in determining perfor
mance of an organization; this study explores both these key components in the context of 
Pakistan. It is important to address issues associated with success of SMEs, as they have been 
regarded in literature as drivers or building blocks for economic growth, they contribute around 
40% to GDP of Pakistan, on the other hand, 63% of the employment in OECD countries is linked to 
SMEs and micro firms (World Trade Organization, 2016).

Moreover, the study informs the literature on SMEs as well as entrepreneurship, not just limited 
to developed world but also the developing countries. The study tests the EO and EC model 
empirically where EO is being measured through four dimensions and EC is being measured 
using five elements. This study will also be useful for the start-ups to understand and learn 
relevant vital tools and skills that could help improve and drive their performance (Wahga et al., 
2015). The research also provides insights on the use of covariance-based structural equation 
modeling for developing and testing the model derived from the objectives of the study.

By considering the importance of EO, EC and EP, the study intends to:

(i) Find out the relationship between EO and small enterprises performance

(ii) Explore the effect of EC on small enterprises performance

(iii) Test the mediating role of EC on the relationship between EO and small enterprises 
performance

The two key elements in this regard are EO and EC, literature that follows this section highlights 
the scholarly work in this context.

2. Literature review
Entrepreneurship is one of the key areas of interest in business and development research. As this 
study examines the association between enterprise performance (EP) and entrepreneurial orienta
tion (EO) with the mediating role of entrepreneurial competencies (EC), therefore, it is observed 
that closest fit to this study is “Resource-Based View” (RBV). RBV has introduced the model namely 
VRIO i.e. resource whether tangible or intangible should be “valuable, rare, inimitable and organi
zation” (Barney, 1991). According to Barney et al. (2001), RBV considers impalpable assets as 
human capital attributes, specifically skills. As per Tehseen and Ramayah (2015), EO and EC are 
individuals’ specific concepts which competitors cannot easily mimic. RBV can be applied in this 
specific context as well as entrepreneurial orientations and competencies are such skill sets which 
can lead enterprise to the higher performance level.

2.1. Entrepreneurial orientation dimensions
There have been number of dimensions of EO that are provided in literature. According to Bolton and 
Lane (2012), EO has different dimensions including “willingness to take risks, innovativeness, pro- 
activeness, autonomy and competitive aggressiveness”. As per Beattie (2016), five dimensions have 
been used of EO. In recent study, Al Mamun and Fazal (2018) have used four dimensions i.e. “creativity 
and innovativeness, risk taking propensity, pro-activeness and autonomy”, this study also uses the 
aforementioned dimensions to measure entrepreneurial orientation on the basis of current literature.
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2.2. Creativity, innovativeness, entrepreneurial competencies and enterprise performance
Creativity is defined as “development of individuals’ ideas that are novel and potentially useful to 
the organization. It can range from suggestions for incremental adaptions to radical breakthroughs, 
and may be generated by employees in any job” (Liu et al., 2016, p. 242) whereas as cited in Grosser 
et al. (2018), innovation is defined as “any idea, practice, or material artifact perceived to be new by 
the relevant unit of adoption” (Zaltman et al., 1973, p. 10).

According to Hendarman and Cantner (2018), skills based on competencies are highly positively 
correlated with innovativeness. It is noted that entrepreneurs with specific skill sets based on 
competencies are considered to be innovative and can work better for their small level ventures. 
Sánchez (2013) posits that creativity and innovativeness are significantly related with entrepre
neurial competencies. Moreover, as it has already been established that enterprise performance 
can be operationalized in different ways as it is a broad concept that can cater to both perceived 
and financial outcomes however, entrepreneurial performance is mostly measured in perceptual 
way in the literature (Peri_c et al., 2017).

Creativity and innovativeness can play vital role in determining enterprise performance. In 
view of RBV, valuable, rare and inimitable resources are mostly creative and innovative and can 
play significant role in determining the enterprise’s performance (Grant, 1991). Liu and Atuahene- 
Gima (2018) conducted study on product innovation and concluded that creativity can predict 
better performance in terms of product innovation. Similar study was done in IT industry by 
Michinov et al. (2015) where researchers found positive relation of competency with the perfor
mance in e-brainstorming session. Based on this discussion, following hypotheses have been 
formulated; 

H1: Creativity and Innovativeness positively affects EC

H2: Creativity and Innovativeness positively affects EP

2.3. Risk taking propensity, entrepreneurial competencies and enterprise performance
Risk taking propensity (RTP) is referred to the selection of unusual way of doing thing or to 
leave the established imprints to follow some sort of unknown outcomes (Wales et al., 2016). 
According to Abdul et al. (2018), risk taking propensity has a positive and direct relation with 
EC and helps in survival of the SMEs as well. In another study conducted by Sánchez (2013), it 
has been concluded that risk taking propensity is one of the most viable predictors of the 
entrepreneurial behavior and is directly related with the competencies.

As far as risk taking propensity’s relation with enterprise performance is concerned, 
a study was conducted in China on 157 youth entrepreneurs by Xi and Liren (2017), they 
concluded the study with positive relationship between firm’s performance and risk-oriented 
attitude. However, Olaniran and Muturi (2017) conducted study on Nigeria’s 60 stock exchange 
firms and tested the relationship between RTP and EP. Study concluded that there was a less 
significant association between both variables. In another research, Glaser et al. (2016) con
ducted study on 383 middle level mangers which were operating in 34 different business 
departments. Their results also showed less significant outcomes of risk taking propensity 
with the firm’s performance. Furthermore, as per Danso et al. (2016), entrepreneurs with high- 
risk taking propensity leads to better SMEs performance in developing economies. Similar study 
was done on 381 SMEs in Nigeria using SEM model by Lawal et al. (2018) to determine the 
relation between risk taking propensity and SMEs performance and study concluded with high 
positive relationship between said variables. Aforementioned discussion leads to the formula
tion of following hypotheses; 
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H3: Risk Taking Propensity significantly affects EC

H4: Risk Taking Propensity significantly affects EP

2.4. Pro-activeness, entrepreneurial competencies and enterprise performance
According to Lumpkin and Dess (1996, p. 146), pro-activeness is defined as “acting in anticipation 
of future problems, needs or changes”. As per current study, RBV ensures inimitable approach as 
proactive behavior to affect explicit capacities (competencies) in order to achieve relatively upper 
hand against competitors (Barney, 1991). Sánchez (2013) explored the relationship between pro- 
activeness and entrepreneurial competencies and concluded that pro-active approach of indivi
duals exhibits certain type of competencies in entrepreneurs that help them in achieving success 
in their businesses.

Moving on, pro-activeness has shown positive relationships with enterprise’s performance as 
well. As per the study done in 263 manufacturing firms of Portugal by Lisboa et al. (2016), pro- 
activeness has shown positive significant relationship with the enterprise’s performance. According 
to Yang and Meyer (2019), study concluded that Alienation pro-activeness can play vital role in 
improving the enterprise’s performance provided that internal and external factors are controlled. 
A similar study was done by Lee et al. (2017) on banks director’s proactive behavior and findings 
suggest that directors with proactive attitude can escalate the performance of banks. This discus
sion leads to formulation of following hypotheses; 

H5: Pro-activeness positively affects EC

H6: Pro-activeness positively affects EP

2.5. Autonomy, entrepreneurial competencies and enterprise performance
Autonomy is defined as “individuals’ independent action of conveying a vision or an idea, which 
allows them to demonstrate their competencies required for smoothing the path to a successful 
entrepreneurship” (Al Mamun & Fazal, 2018, p. 384). Autonomy can enable particular “entrepre
neurial competencies” among auxiliaries of worldwide organizations (Dimitratos et al., 2014). 
A study was done in Indonesia by Musa and Ramli (2017) where researchers collected data from 
93 SMEs owners by using convenient sampling technique and found that high job autonomy 
exhibits better competency level in entrepreneurs, this study also highlighted that high job 
autonomy will lead to better firm’s performance. According to Hodari et al. (2017), managers 
with goal congruency can lead to higher hotel’s performance whereas this relationship was found 
to be mediated by job autonomy. Moreover, a study done in Shenzhen and Shanghai stock 
exchange listed firms in China from 2012–2015 showed positive relationship between operational 
autonomy and listed firms performance (Zhijun & Li, 2016). In the light of the above discussion, 
following hypotheses have been formulated; 

H7: Autonomy positively affects EC

H8: Autonomy positively affects EP

2.6. Mediating effect of entrepreneurial competencies
As this research proposes to test the relationship between entrepreneurial orientation dimensions 
and EP having mediating effect of EC, similar study was done by Mohamad and Sidek (2013), where 
researchers reported a mediated association of EC with growth of microfinance sector and small 
businesses. Suhaimi et al. (2016) studied 197 informal micro-entrepreneurs using cross sectional 
research design in Malaysia and concluded that entrepreneurial competencies had significantly 
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positive relationship with entrepreneurial performance. A similar study was conducted by Khan 
et al. (2020) where positive relationship was found between entrepreneurial competencies and 
SMEs performance. These studies propose hypotheses as stated below; 

H9: EC positively affects EP

HM1: EC significantly mediates the connection between CI and EP

HM2: EC significantly mediates the relationship between RTP and EP

HM3: EC significantly mediates the association between PR and EP

HM4: EC significantly mediates the relationship between AU and EP

2.7. Conceptual framework
As discussed in literature, entrepreneurial orientation has four dimensions including CI, RTP, PR and 
AU, whereas EP has been operationalized through perceptual measures. The variable that is being 
tested as a mediator is EC. The research tests a model based on literature that proposes the 
relationship between EO and EC along with EO and EP, moreover, the part of EC as a potential 
mediator of EO and EP relationship has been tested in the context of SMEs in Pakistan, precisely 
small enterprises. Nine hypotheses have been developed pertaining EO dimensions to test relation
ships with EC and EP as discussed in literature whereas four hypotheses have been developed to 
test the mediating effects of EC with each dimension of EO and EP.

3. Materials and methods
Taking lead from the literature cited (including Lisboa et al., 2016; Al Mamun & Fazal, 2018; 
Suhaimi et al., 2016) in the earlier sections and in the light of the research objectives, this study 
follows a quantitative research methodology and a “cross-sectional research design” for develop
ing the model, collection of data and testing of the model. As shown in Figure 1, the study revolves 
around three latent variables i.e. EO, EC and EP. The first variable EO has operationalized in four 
dimensions such as CI (seven items), RTP (five items), PR (six items) and AU (five items) (Al Mamun 
& Fazal, 2018), whereas enterprise performance has been operationalized through perceptual 
measures using five items (Chandler & Hanks, 1993; Morgan & Strong, 2003). The third variable 
that is being tested as a mediator i.e. EC is being measured using five items (Al Mamun & Fazal, 
2018; Man et al., 2008). All the items have been measured on 5-points’ likert scale.

Figure 1. Research model.
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Moving on, there are 3.2 million SMEs currently operating in Pakistan. For sake of this study, 
researchers have collected the data from list of SMEs in Lahore obtained from SMEDA. Currently, 
approximately 110,000 SMEs are registered with SMEDA nationwide, of which about approximately 
21,330 SMEs are registered in Lahore zone from which about 11,440 are particularly the small 
enterprises. As focus of the study or population of interest is small enterprises emerged during 
times of Covid-19, therefore, researchers have taken the sample of 386 using formula provided by 
Yamane (1967) from various segments such as health and safety products, stitching, cooking/baking, 
education services and software/information technology-related industry. Sample is taken from 
Lahore region as major portion of SMEs (20%) fall in Lahore and many new start-ups have been 
developed in Lahore. Systematic random sampling is used in order to collect the data from the list of 
11,440 small enterprises from Lahore. Data were collected from the owner of each small business. 
Systematic random sampling involves allocation of a random number to all the members in the 
sampling frame, followed the method of a random start and random interval, where the random 
number is generated through a random number generator (Peregrine, 2018). Following the reliability 
and validity testing, analysis involving model and hypotheses testing is conducted using AMOS. There 
are several tools that can be used for conducting the said analysis, however, according to various 
studies, particularly in the field of entrepreneurship as cited in literature, CB-SEM (AMOS) has been 
widely used by the researchers. It is also iterated that CB-SEM (AMOS) is a relatively better tool as 
compared to its alternatives owing to the fact that this technique is better for a larger sample size and 
normal data (Hair et al., 2011, 2012). However, one of the key studies by Rigdon et al. (2017) 
emphasizes that researchers should focus more on the research design and its fundamentals because 
at times, the analysis tool whichever you use can be misleading if the research design fundamentals or 
protocols are not in place. Hence, this study has taken into account both these factors while designing 
and conducting the research.

4. Data analysis
Data analysis starts with descriptive using means and standard deviations of latent constructs. It 
further leads to the use of confirmatory factor analysis (CFA) using tructural equation modelling 
(SEM). The purpose of CFA is to calculate the composite reliability and convergent and discriminant 
validity along with model fitness indices. After conducting CFA, structural model is developed to 
test the direct and indirect hypotheses of the study.

Table 1 shows the values of the means and standard deviations of all the latent constructs. 
Mean values range from 3.17 to 3.67 which shows that participants of the study score slightly 
more than the average of the values which shows the positive tendency of the participants 
towards EO dimensions and EC and EP. Moreover, standard deviations range from 0.55 to 0.81 
which shows the dispersion from mean is between these values.

4.1. Confirmatory factor analysis
Conducting the confirmatory factor analysis in order to test the measurement model and its 
fitness is the first step in SEM. It is important to determine the model’s contextual reliability, 

Table 1. Mean and standard deviation
Latent Constructs Mean Standard Deviation
CI 3.44 0.68

RTP 3.67 0.78

PR 3.21 0.61

AU 3.35 0.55

EC 3.17 0.81

EP 3.29 0.79
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validity and fitness indices. To begin with the measurement model depicted in Figure 2, several 
statistics calculated using AMOS aid in confirmation of the fitness of the measurement model. 
Starting with CMIN/DF (2.150), which is very much within the advised range as suggested by Kline 
(1998) confirming that the model is appropriate. The second statistic used for further confirming 
model fitness is the Comparative Fit Index (CFI), who’s minimum value is required to be 0.940 
(Hooper et al., 2008) and as per the Figure 2, this model has a CFI of Table 2, CFI is 0.944.

Figure 2. Measurement model.
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Moving on to the third reflector, the GFI value which in this model is 0.836 is slightly less than 
the advised threshold of 0.90 (Tanaka & Huba, 1985). Some of the experts argue that this goodness 
index is not very reliable owing to its sensitive nature (Hooper et al., 2008) and may or may not be 
used (Sharma et al., 2005).

Referring to the fourth key measure, i.e. normed fitness index abbreviated as (NFI) for this model 
is exactly 0.90, this value suggests that the normed fitness has marginally been achieved by this 
model (Hair Jr. et al., 2017). Bentler and Bonett (1980) argue that minimum acceptable value for 
TLI is 0.90, which as per Figure 2 is 0.935.

Among these 6 model fitness measurement indicators, finally comes the RMSEA. RMSEA for the 
model developed in this study is 0.062, which is very much less than the value of 0.080 as 
suggested in the literature by Browne and Cudeck (1993).

Reliability and validity of the measurement constructs is an important step in conducting 
analysis to ensure the appropriateness of the measurement constructs. The numbers mentioned 
in the Table 2 very much fulfil the two requirements. Firstly, the CR value is comfortably above the 
very much commonly known value of 0.70 (J.F. Hair et al., 1998; Nunnally & Bernstein, 1994). 
Creativity and innovativeness has a CR of 0.913, Risk Taking Propensity has 0.850, proactiveness CR 
is at 0.925, autonomy has a CR of 0.915, the mediating variable i.e. entrepreneurial competencies 
has CR of 0.892 and finally the dependent variable i.e. enterprise performance has CR of 0.946.

Average variance extracted (AVE) is also used as an important indicator of convergent validity. In 
this study, the AVE for all constructs is greater than 0.50, which confirms the convergent validity of the 
measurement instrument (J.F. Hair et al., 2006). Fornell and Larcker (1981) prescribe that for confirm
ing convergent validity, the factor loading should be greater than 0.50 for all items, and this can be 
observed from Table 1 that all SFLs are fairly above 0.50, with minimum value being 0.609.

Confirmation of convergent validity is followed by the verification of discriminant validity which 
confirms the distinctiveness of all items of one construct from the others (J.F. Hair et al., 2006) and 
for that again, Fornell and Larcker (1981) advise that all correlations (see Table 3) amongst the 

Figure 3. Structural model.
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latent constructs must be less than the √AVEs. It concludes that participants were able to 
distinguish among the latent constructs.

“As far as common method bias (CMB) is concerned, Harman single factor test (HSFT) is used to 
check whether change in single factor affects all the variables in the data and that variance should 
be less than 0.5 to avoid CMB and in this study, HSFT’s value is 0.33, hence it can be concluded that 
data are free from CMB (Podsakoff & Organ, 1986). However, this technique has few limitations as 
well (Podsakoff et al., 2003), therefore, researchers have used common latent factor (CLF) test 
through SEM by comparing standardized regression weights (SRWs) with and without CLF and 

Table 2. Convergent validity and reliability
Latent Construct Items SFL CR AVE
Creativity and 
Innovativeness

CI_1 .753 0.913 0.605

CI_2 .913

CI_3 .734

CI_4 .609

CI_5 .847

CI_6 .846

CI_7 .701

Risk Taking 
Propensity

RTP_1 .705 0.850 0.532

RTP_2 .724

RTP_3 .774

RTP_4 .644

RTP_5 .791

Proactiveness PR_1 .874 0.925 0.676

PR_2 .821

PR_3 .902

PR_4 .658

PR_5 .950

PR_6 .684

Autonomy AU_1 .872 0.915 0.685

AU_2 .696

AU_3 .753

AU_4 .871

AU_5 .925

Entrepreneurial 
Competencies

EC_1 .697 0.892 0.624

EC_2 .822

EC_3 .830

EC_4 .866

EC_5 .722

Enterprise 
Performance

EP_1 .830 0.946 0.777

EP_2 .837

EP_3 .886

EP_4 .929

EP_5 .921
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found that SRWs without CLF were higher than SRWs with CLF with the difference of less than 0.05, 
hence concluding that data are free from CMB (Gaskin, 2012).”

4.2. Hypotheses testing using structural model
Now, moving on to the final step in analysis i.e. testing of the hypotheses developed in line with the 
research objectives as highlighted in Figure 3, this part of the study elaborates the statistical 
findings of the CB-SEM.

The first two of the 13 hypotheses confirm the relationship between CI and EC (CIEC = 0.19) and 
between CI and the EP (CIEP = 0.27). It shows that with the increase of CI, both EC and EP will also 
escalate in small enterprises. The H3 and H4 refer to the direct and positive relationships between 
RTP and EC and RTP and EP respectively. The analysis reveal that both the hypotheses H3 

(RTPEC = 0.44) and H4 (RTPEP = 0.59) are supported on the basis of data collected for this research. 
It reveals that with the increase of RTP, both EC and EP will also significantly increase in small 
enterprises. The third reflection of EO is the idea of PR, structural model confirms it is associated 
with EC (H5: PREC = 0.17) and the EP (H6: PREP = 0.23). The direct relationships conclude that with 
the increase in PR, both EC and EP will also significantly improve. Referring to H7 and H8, the 
statistics reveal that autonomy is positively associated with EC (AUEC = 0.38) as well as the EP 
significantly (AUEP = 0.34). Results show the positive change in relation in EC and EP with increase 

Table 3. Discriminant validity
CI RTP PR AU EC EP

CI 0.777*
RTP 0.41 0.730*
PR 0.37 0.41 0.822*
AU 0.25 0.09 0.11 0.828*
EC 0.19 0.44 0.17 0.38 0.790*
EP 0.27 0.59 0.23 0.34 0.60 0.882*
*√AVE 

Table 4. Results
Path Beta Coefficient P-value Results
Direct Effects
H1: CIEC 0.19 0.000 Supported

H2: CIEP 0.27 0.000 Supported

H3: RTPEC 0.44 0.000 Supported

H4: RTPEP 0.59 0.000 Supported

H5: PREC 0.17 0.000 Supported

H6: PREP 0.23 0.000 Supported

H7: AUEC 0.38 0.000 Supported

H8: AUEP 0.34 0.000 Supported

H9: ECEP 0.60 0.000 Supported

Indirect Effects
HM1: CIEC EP 0.19 0.000 Supported

HM2: RTPEC EP 0.11 0.000 Supported

HM3: PREC EP 0.15 0.000 Supported

HM4: AUEC EP 0.16 0.000 Supported
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in AU. Prior the testing of mediation hypothesis, the H9 is also found to be supported i.e. the 
mediator (EC) and the dependent variable (EP) are positively related to one another (ECEP = 0.60). 
This relationship was found to be the most significant one in whole model which reveals that with 
increase in EC, EP significantly increase.

As reflected in the title of the article, role of EC was the key point of this research and the four 
mediation hypotheses from HM1 to HM4 tested this phenomenon and the results have been 
shown in Table 4. The indirect effects of HM1 confirm the mediating effect of EC on the relation
ship of CI and EP (CIEC EP = 0.19). Similarly, HM2 analysis also confirm the mediating effect of 
competency of an entrepreneur and the relationship between ones RTP and the performance of 
the small enterprise (RTPEC EP = 0.11). The next hypothesis (HM3) tested the mediating effect of 
EC on the positive association of PR and EP and the statistical results confirm that a partial 
mediation effect exists in this path (PREC EP = 0.15). The final of the all hypotheses HM4 which 
was about mediating effect of an EC on the relationship of AU and EP, was also found to be 
significant (AUEC EP = 0.16). In nutshell, it can be observed that all the developed hypotheses 
have been proved may it be direct or indirect.

5. Discussion & conclusions
Significance of entrepreneurship has immensely increased from last few years in specific context of 
Pakistan due to less job opportunities available and people have started to believe in building their 
own ventures may it be on small scale. In this scenario, importance of EO dimensions along with EC 
cannot be undermined. Pakistan being developing country is going through hard economic times and 
Covid-19 has further worsened the conditions. However, Pakistan being emerging economy took it as 
challenge and many new start-ups have emerged in current scenario and in this case, performance of 
small businesses can contribute greatly in the economic development of the county. In this context, 
results have shown that all the hypotheses have been accepted and therefore, positive significant 
relationships have been found between the dimensions of EO with EC and EP. Moreover, significant 
mediation exists between all EO dimensions and EP through EC. As far as EO dimensions relation is 
concerned with EC, RTP has found to be the most significant EO dimension that is associated with EC 
with β = 0.44. This finding is supported with the literature section as well that RTP has significant 
relationship with EC (Abdul et al., 2018; Sánchez, 2013). Similarly, CI relationship with EC was also 
found to be positive with β = 0.19 and is supported from other studies as well (Sánchez, 2013). 
Likewise, positive relationship between PR and EC is observed at β = 0.17. Lastly, AU is found to be 
positively related with EC with β = 0.38 (Ibidunni et al., 2018). These relationships show the impor
tance in context of Pakistan as well where developing EO in all forms of dimensions can play vital role 
in developing EC in small business owners. Moreover, small businesses have relatively more tendency 
towards risk taking propensity which has caused the most significant relationship with EC. Such set- 
ups also need to be more creative and have more autonomy in order to be competent and able to 
survive in the dynamic environment.

In addition, as far as EO dimensions relation is concerned with EP, RTP has found to be strongly 
related and most significant EO dimension in relation with EP i.e. β = 0.59 . This finding is also 
supported with other studies (Moustaghfir et al., 2020; Shah & Ahmad, 2019). Moreover, CI has also 
shown positive relationship with EP (β = 0.27) and this result has also been supported by many studies 
(Ferreira et al., 2020). Similarly, PR has also found to be positively related with EP (β = 0.23) (Shah & 
Ahmad, 2019; Yang & Meyer, 2019). As far as AU relationship with EP is concerned, it also found to be 
positively related with EP (β = 0.34) (Covin et al., 2019; Yu et al., 2019). These findings are important in 
context of Pakistan where small businesses are more prone to risk taking behaviours which eventually 
lead to better performance. However, it is assumed that risk taking is more of moderate level instead 
of high risk taking as more risk taking may lead to collapse of such set ups as well. Similarly, creativity, 
proactiveness and autonomy also enhances the performance of such set-ups as these elements 
become prerequisite for entrepreneurs to exist in the volatile environment.
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Similarly, EC has found to be strongly related with EP with β = 0.60. This finding is supported with 
various studies (Al Mamun et al., 2019; Khattak & Mustafa, 2019). This finding shows that small 
business owners need to develop competencies in order to perform better. This can be backed in 
times of Covid-19 as well where entrepreneurs with competencies have performed well. Lastly, EC 
has mediated all the EO dimensions and EP. The most significant mediation is found with CI with 
significant indirect effect of 0.19. In a nutshell, it can be concluded that all the dimensions 
contribute in determining EP, also EC has major mediatory role in determining EP.

Towards the end, it is critically significant that even in Covid-19, small businesses performance has 
improved due to presence of EO and EC and based on the conclusions, it is strongly recommended 
that stakeholders should emphasize on strengthening of mechanisms associated with fundamentals 
of entrepreneurship as it would further help in curtailing increasing unemployment and would also 
contribute to the economic development of the country. Moreover, policy makers also can work on 
providing favourable environment in this regard. Covid-19 has made entrepreneurship more challen
ging than ever. As far as academicians or academia is concerned, it has given new dimensions to the 
idea of entrepreneurship as Covid-19 has changed the land scape of business education and this 
study reiterates the need for contextualizing and revisiting the knowledge and skills being imparted 
by the higher education institutions. Lastly, this study has also opened the ground for small business 
ventures to tackle with the unanticipated challenging conditions for the long term survival.

6. Managerial implications
The study confirms that the performance of small businesses is significantly influenced by an 
individual’s orientation towards entrepreneurship. As analysed earlier, having orientation of one 
thing does not necessarily result in success, rather competencies of the individual matter a lot 
which has been seen in challenging times of Covid-19. An entrepreneur having right orientation 
can make the business successful but if an entrepreneur possess the required competencies, the 
performance results of the business can be better. Therefore, it is important for stakeholders to 
understand that entrepreneurship is not about taking risk or going for a hit and trial, rather having 
the right set of knowledge, skills and abilities is vital.

Keeping in view the findings of the study, authors suggest that policy makers and educational 
institutions should not just encourage young entrepreneurs by providing grants and funding, rather 
they should also develop mechanism for training individuals that have an orientation towards 
entrepreneurship as we know that a successful entrepreneurial venture, particularly in the small 
enterprise sector can have positive implications for several individuals and businesses associated 
with it at the local scale.

On the other hand, referring to entrepreneurs themselves, having a vision and confidence can 
serve as a beneficial prerequisite for developing and running a business, but a good entrepreneur 
needs to have good competencies as well, and there is no harm in hiring skilled or qualified 
individuals if an entrepreneur lacks certain skills. Lastly, in this context, learning and training have 
no limits, one can always strive for improved and new knowledge for getting better results whether 
for managing one’s self or one’s business.

Nonetheless, there is no single recipe or set of skills or competencies that can ensure success of 
a small business, but certain things highlighted in this study and extant literature on the subject, 
can surely help entrepreneurs or potential entrepreneurs with entrepreneurial orientation in 
managing or overcoming certain operational or strategic hurdles. Towards the end, this study 
contributes to the stream of literature suggesting that small enterprises need to have a proper 
entrepreneurial set up by incorporating entrepreneurial orientation and competencies for the 
better performance of entrepreneurial ventures.
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7. Limitations
Though this study finds to be a good fit for enhancing the enterprise performance through 
entrepreneurial orientation and entrepreneurial competencies, there are few limitations of the 
study as well. The study does not highlight strategies for enhancing EO or ECs, moreover, the 
dimensions reflecting EO are not exhaustive despite of being relatively highly cited in the literature.
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