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MARKET AND ENTREPRENEURIAL
ORIENTATIONS AS PREDICTORS
OF SMALL AND MEDIUM
ENTERPRISES PERFORMANCE IN
THE COVID-19 ERA

Abstract

The COVID-19 pandemic affected all sectors of the economy, including small and me-
dium enterprises (SMEs). However, it has been observed that while some SMEs suc-
cumb to the pandemic, others thrive. Therefore, the study investigates the influence
of market orientation and entrepreneurial orientation as well as their dimensions on
the performance of SMEs in the COVID-19 era. A cross-sectional research design was
adopted in the study. The data were collected through a questionnaire administered to
385 SME owners and managers in Lagos State, Nigeria. 328 copies of the questionnaire,
representing 85.1%, were retrieved and used for the analyses. The results of struc-
tural equation modeling revealed that entrepreneurial orientation and its dimensions
significantly influenced SME performance. Innovativeness and pro-activeness posi-
tively influenced performance, while risk-taking negatively influenced performance.
Furthermore, the findings indicate that market orientation and its dimensions have no
significant influence on SME performance during COVID-19. The insights from the
findings will help SME owners and managers to run their operations in a challenging
business environment. It will also help SME development agencies in their efforts to
encourage SME growth and long-term viability.

Keywords SMEs, customer orientation, innovativeness,
performance, sustainability, Nigeria
JEL Classification M31,126

INTRODUCTION

Small and medium enterprises (SMEs) are globally acknowledged
as critical drivers of economic growth in developed and develop-
ing countries (Shehu & Mahmood, 2014; Adams, 2019; Oyelaran-
Oyeyinka, 2020). Olubiyi (2021) pointed out that a well-function-
ing SME sector would contribute more value to economic fortunes
and create more job possibilities than any other sector. SME per-
formance is important for continuous growth in all economies.
However, low performance and a high failure rate have significant
negative consequences for the economy, particularly in developing
nations with limited capital. Profitable SMEs contribute to GDP,
improve industrialization, increase revenue, and reduce unemploy-
ment and poverty, enhancing people’s lives (Sebastian, 2016; Buli,
2017; Olubiyi et al., 2019; Akinwande & Akinola, 2021). As such,
emerging nations are consistently looking for innovative strategies
to strengthen SMEs to ensure economic stability (Maaodhah et
al., 2021). However, according to Oyeku and Oduyoye (2020), the
COVID-19 pandemic has exacerbated the rate of business failure,
particularly among SME:s.
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Five out of ten SME:s fail within the first twelve months of operation, with about two surviving for
more than ten years (Edwin, 2019). Every year, several of these SMEs fail, showing that they cannot
cope with the pressures of the business environment (Ayodele, 2018; Adegbuyi et al., 2018). Despite the
implementation of several strategies to ensure the success and long-term sustainability of SMEs, the
rate of business failure has continued to rise since COVID-19 (Tumber, 2020). This may be attributed
to observations that most of the measures are financial, aimed at enhancing SMEs’ access to low-cost
finance (Oyelaran-Oyeyinka, 2020). However, SMEs face various obstacles, including poor market ori-
entation and low entrepreneurial skills. An analysis of previous studies revealed that the majority of
the researchers examined market orientation and entrepreneurial orientation separately, while others
investigated market orientation as a mediating variable. This study investigated the combined influence
of market orientation, entrepreneurial orientation, and their dimensions on the performance of SMEs

in the COVID-19 era.

1. LITERATURE REVIEW

SMEs are non-affiliated, self-contained businesses
with revenues, assets, or workers below a particu-
lar level (Liberto, 2021). Usually, businesses that
employ less than 10 employees are micro-business-
es, between 10 to 49 employees are referred to as
small scale, and between 50 to 199 are medium
scales (SMEDAN, 2010). Kale (2017, p. xvi) noted
that there are about 41.5 million (41,543,028) mi-
cro, small, and medium enterprises in Nigeria, with
micro businesses comprising 99.8% (41,469,947),
small businesses 0.17% (71,288), and medium-size
0.03% (1,793). The difference in ratio between the
numbers of micro-enterprises to those of SMEs is at
an extreme 99.8% to 0.2%. This reveals a significant
gap in the transition of micro-businesses to SMEs.

Due to SME increased capacity for employment,
SME:s tend to produce more products and contrib-
ute to a country’s socio-economic progress than
micro-businesses. If the number of SMEs increases,
which means more micro-business expansion, the
business sector will have a greater overall capaci-
ty to promote the country’s economy. One of the
unique characteristics of SMEs in Nigeria is that
ownership is centered on a single person or family.
Therefore, the majority of SMEs are sole proprie-
torships or partnerships. As such, research of this
sort is required to aid SMEs’ owners and manag-
ers in improving their business performance.

SME performance refers to the outcomes of SME
business activities (Kotane & Kuzimina-Merlino,
2017 cited in Kiyabo & Isaga, 2020). It refers to
how well a small business meets its objectives
and its potential to survive and thrive in the long
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run (Maaodhah et al., 2021). Performance can be
measured with financial and non-financial met-
rics (Arshad et al., 2014; Bakar & Zainol, 2015;
Kiyabo & Isaga, 2020). These include annual sales
growth, yearly profits growth, investments in the
business, market share, and customer satisfaction.
Although the outbreak of the COVID-19 pandem-
ic had an impact on business operations and per-
formance in general, some businesses were able to
overcome the challenging business environment
and soar (Rahaman et al., 2021). This suggests that
strategic orientation can impact performance dur-
ing challenging circumstances. SMEs in Nigeria
have enormous development potential, and they
are anticipated to account for a significant share of
GDP in the near future, as they are in other rising
economies. Hence, it is critical to investigate how
SMEs may better address the needs of their clients
while also striving for long-term viability.

Market orientation is the business philosophy
and culture that focuses on customer require-
ments and long-term profitability to provide val-
ue for customers and the business (Tumber, 2020).
According to Hussain et al. (2017, p. 11), a mar-
ket-oriented firm is dedicated to understanding
customer needs, sharing consumer information
across the organization, and establishing coor-
dination among all functional areas to provide
higher value to customers. It focuses on gathering
and disseminating market knowledge that helps
a business better understand and meet consumer
needs than competitors. It also coordinates all in-
ternal business processes to offer long-term value
to customers, the business, and other stakehold-
ers (Aminu, 2016). Market orientation increases a
business’s ability to predict, react to, and manage
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changes in the environment, resulting in high-
er performance (Maaodhah et al,, 2021). A mar-
ket-oriented organization is required to structure
its activities, processes, and products in response
to existing and potential customers’ requests and
needs (Acar & Ozsahin, 2018). Market orientation
has been studied extensively in the past, and it has
been found to have a positive link with perfor-
mance (Shehu & Mahmood, 2014; Aminu, 2016;
Maaodhah et al,, 2021; Rahaman et al., 2021).

Market orientation is a multidimensional con-
cept measured by customer orientation, competi-
tor orientation, and inter-functional coordination
(Narver & Slater, 1990; Alabsy, 2021). Customer
orientation, according to Acar and Ozsahin (2018),
is a set of beliefs that a business’s main goal is its
customers’ demands and satisfaction. It prioritiz-
es the customer’s interests and constantly looks for
new methods to give superior customer value, in-
crease customer satisfaction, and improve consum-
er preference. It assists businesses in interpreting
the customer value chain to provide higher value
to customers. To be customer-oriented, businesses
must obtain knowledge about their consumers and
engage in customer assistance, brand awareness,
and customer familiarity. Buli (2017) and Alabsy
(2021) found that customer orientation significant-
ly affects performance; however, it was found not
significant by Acar and Ozsahin (2018).

Competitor orientation focuses on gathering and
disseminating intelligence about competitors in the
target market across the organization. It necessi-
tates recognizing competitors’ strengths and weak-
nesses and comprehending competitors’ skills and
tactics (Acar & Ozsahin, 2018). As Aminu (2016)
points out, SMEs should regularly watch and ana-
lyze their competitors’ activities and plans. Scholars
have discovered a significant positive and influen-
tial association between competitor orientation and
market success (Asomaning & Abdulai, 2015; Buli,
2017; Acar & Ozsahin, 2018). On the other hand, in-
ter-functional coordination is the coordination of
people and other resources to provide higher value
to customers (Acar & Ozsahin, 2018). It was further
noted that a firm’s ability to respond to consumer
wants and requests depends on a coordinated ef-
fort among diverse functions. According to the
literature, SMEs that foster coordinated working
relationships among their departments and units
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will better serve their customers. There is a strong
and significant link between inter-functional co-
ordination and market performance, according to
Asomaning and Abdulai (2015), Buli (2017), and
Acar and Ozsahin (2018).

Entrepreneurial orientation is a type of business
decision-making that involves new, inventive, and
risky initiatives and proactive steps (Fasua, 2006
cited in Adegbuyi et al., 2018). Successful SMEs
build an entrepreneurial mindset, which entails
inventing fresh ideas and putting them into ac-
tion as new products or procedures. A significant
positive relationship between entrepreneurial ori-
entation and performance has been found (Shah
& Ahmad, 2019; Herlinawati et al., 2019; Oyeku
& Oduyoye, 2020; Akinwande & Akinola, 2021;
Olowofeso et al., 2021; Rahaman et al., 2021). That
is why Meekaewkunchorn et al. (2021) believe that
entrepreneurial orientation is a critical component
of business growth, performance, and compet-
itive advantage. As indicated by Maaodhah et al.
(2021, p. 734), organizations with an entrepreneur-
ial mindset are more able to quickly adapt to and
influence changes in a complicated market envi-
ronment, hence improving their performance and
development potential. The literature indicates
that entrepreneurial orientation is measured by
several dimensions (Lumpkin & Dess, 1996; Lee &
Peterson, 2000), but a majority of authors (Kreiser
et al., 2013; Bakar & Zainol, 2015; Adegbuyi et al.,
2018; Meekaewkunchorn et al., 2021) opined that
entrepreneurial orientation comprises of three
dimensions including innovativeness, pro-active-
ness and risk-taking activities.

Innovativeness is the capacity to create and imple-
ment new approaches to improve a product, tech-
nology, design, or process (NuelOkoli et al., 2021).
An important part of entrepreneurial orientation
is a company’s ability to engage in and encourage
new ideas, novelties, experimentation, and crea-
tive processes that may result in new commodi-
ties or technological processes (Herlinawati et al.,
2019). Businesses that invest more time and effort
in innovation are thought to do better than busi-
nesses that do not invest (Bakar & Zainol, 2015;
Olowofeso et al., 2021). In today’s highly com-
petitive market, increased and ongoing prod-
uct innovation is critical for success. According
to Adebusuyi (1997), new ideas and inventions
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should be supported even if their benefits are not
immediately apparent. If the new concept suc-
ceeds, it would result in a large market share prof-
its and propel the business to new heights. Arshad
et al. (2014), Adegbuyi et al. (2018), Herlinawati et
al. (2019), Garba (2020), Olowofeso et al. (2021),
and NuelOkoli et al. (2021) have discovered a
significant positive association between innova-
tiveness and performance. However, Buli (2017),
Shah and Ahmad (2019), Olubiyi et al. (2019), and
Akinwande and Akinola (2021) indicated that in-
novativeness was not a major factor.

The ability to recognize and seize fresh chances
is known as pro-activeness. It is a foresight trait
that allows the entrepreneur to hunt for chances
ahead of time in preparation for future requests
(Herlinawati et al., 2019). It entails being the first
to take steps to secure and protect market share
(Bakar & Zainol, 2015). It is a strategy for antic-
ipating future needs, seeking new opportunities,
and participating in emerging markets (Lee &
Lim, 2009). Thus, pro-activeness can be defined
as the attitude of anticipating and determining fu-
ture needs and expectations rather than waiting
for them to arise before acting. A proactive entre-
preneur keeps track of trends, forecasts changes in
demand or future problems that could lead to new
opportunities, and detects existing clients’ future
demands. Proactivity has been shown to have a
major impact on performance (Arshad et al., 2014;
Adegbuyi et al., 2018; Herlinawati et al., 2019;
Olubiyi et al., 2019; Shah & Ahmad, 2019; Garba,
2020; Akinwande & Akinola, 2021; Olowofeso et
al., 2021; NuelOkoli et al., 2021).

The tendency and willingness to invest appropri-
ate resources to take chances or engage in business
initiatives where the outcome may not be entirely
understood is referred to as risk-taking (NuelOkoli
et al., 2021). It is the willingness to take planned
risks. This implies that SMEs will have to take on
more risky ventures to be successful. Businesses
incur risks to gain a larger market share and big-
ger profit margins. Taking on much debt, commit-
ting several resources, bringing wholly new items
into new markets, and investing in new technol-
ogies are all examples of risks. Risk-taking is in-
herently rife with weaknesses and unknowns; as
a result, businesses should proceed with caution
so that the risk can yield a competitive edge and
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greater market share. Risk-taking is positively
connected to business performance by Arshad et
al. (2014), Shah and Ahmad (2019), Akinwande
and Akinola (2021), and NuelOkoli et al. (2021).
On the contrary, Kreiser et al. (2013), Olubiyi et al.
(2019), Herlinawati et al. (2019), and Garba (2020)
found that risk-taking and performance are neg-
atively related. Olowofeso et al. (2021) found that
the association between risk-taking and perfor-
mance is not cogent.

Some researchers considered whether market ori-
entation can mediate and moderate the correlation
between entrepreneurial orientation and perfor-
mance. For example, Amin et al. (2016) analyzed
the mediating role of market orientation concern-
ing the effect of entrepreneurial orientation on SME
success. It was estimated that market orientation
significantly affects SME performance; at the same
time, it mediates the influence of entrepreneuri-
al orientation on SME performance. Furthermore,
Cho and Lee (2020) examined how market orien-
tation can mediate the relationships between learn-
ing orientation, entrepreneurial orientation, and
financial performance. They found that the inno-
vative-proactiveness dimension of entrepreneurial
orientation statistically and significantly affects fi-
nancial performance. However, risk-taking propen-
sity has no effect. The customer orientation dimen-
sion of market orientation was found as a mediator
for the relationship between innovative-proactive-
ness and financial success dimensions, whereas the
competitor orientation had a limited mediating ef-
fect. Finally, Hussain et al. (2017) investigated the
role of market orientation as a moderating varia-
ble in the link between entrepreneurial orientation
and organizational performance. Organizational
performance and entrepreneurial orientation were
found to be favorably associated. The findings also
revealed that market orientation plays a mitigating
influence in the relationship.

Except in a few cases, the literature has established
that the practical application of the two orienta-
tions individually or collectively improves perfor-
mance. According to Hussain et al. (2017), studying
the individual role of entrepreneurial orientation in
influencing organizational performance may pres-
ent an incomplete picture. Buli (2017) further stat-
ed that incorporating entrepreneurial and market
orientations into SMEs’ operations improves per-
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formance, allowing them to thrive in complicated
and economically volatile circumstances. In devel-
oping country studies, the degree of heterogeneity
in the influence of both market orientation and en-
trepreneurial orientation on SME performance has
not been a primary focus. There is a request to re-
assess the amount of market orientation and entre-
preneurial orientation’s impact on business success
under varied business contexts and cultures, as ob-
served by Rahaman et al. (2021).

2. AIM AND HYPOTHESES

Consequently, the study aims to investigate the
extent to which market orientation and entrepre-
neurial orientation contribute to the performance
of SMEs during the COVID-19 pandemic. Thus,
the following hypotheses are formulated:

H:  Market orientation has a significant in-
fluence on SME performance during the
COVID-19 pandemic.

H : Customer orientation has a significant in-
fluence on SME performance during the
COVID-19 pandemic.

H : Competitor orientation has a significant
influence on SME performance during the
COVID-19 pandemic.

H : Inter-functional coordination has a signifi-
cant influence on SME performance during
the COVID-19 pandemic.

H:  Entrepreneurial orientation has a significant
influence on SME performance during the
COVID-19 pandemic.

H, : Innovativeness has a significant influence
on SME performance during the COVID-19
pandemic.

H, : Pro-activeness has a significant influence
on SME performance during the COVID-19
pandemic.

H,: Risk-taking has a significant influence on

SME performance during the COVID-19
pandemic.

http://dx.doi.org/10.21511/im.18(2).2022.14
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3. METHODS

A survey research design was used in this study.
Lagos State, Nigeria, was chosen as the study re-
gion since it is the country’s economic hub. The
target population consists of owners and manag-
ers of all licensed SMEs operating in the manu-
facturing, trading, and service sectors in Lagos
State, Nigeria. According to the Lagos Ministry of
Commerce, Industry, and Cooperatives, the state
has 11,663 SMEs (Olubiyi, 2021). Using Karasar’s
(2014) formula, which is given as:

_ _N'pg
n_d2(N—1)+t e

O

where n = Sample size; N= Population size; t =
t value; p = Probability of the event occurring;
q = Probability of the event not occurring; d =
Sampling error.

11,663 (1.96)20.5(0.5)
n= +
0.05° (11,663 —1)

+(1.96)70.5(0.5) = 385.

Therefore, the sample size was put at 385. A sam-
ple of 385 SME owners and managers was drawn
from the population. The study adopted a quota
sampling technique in the selection of SME busi-
nesses based on manufacturing (20%), trading
(30%), and services (50%).

@

The survey questionnaire was constructed us-
ing the Likert scale approach. There are four sec-
tions to the questionnaire. The demographics of
the respondents and the business are covered in
Section A, which is the first section. Section B is
about market orientation. The measurement items
of market orientation were based on three dimen-
sions (customer orientation, competitor orienta-
tion, and inter-functional coordination) adapted
from Alabsy (2021). Section C, which was derived
from Lee and Lim (2009) and Meekaewkunchorn
et al. (2021), addressed entrepreneurial orienta-
tion, while Section D, adapted from Alabsy (2021),
measured SME performance. The principal re-
searcher and two research assistants administered
the questionnaires to the owners or managers of
the SMEs. Although 385 copies of the question-
naire were administered, 328, representing 85.1%,
were retrieved and analyzed.
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4. RESULTS

According to the demographic analysis, more than
half of the respondents (66.2%) were males. 50.6%
were between the ages of 31 and 40, 29.6% were
under 30, 12.2% were between the ages of 41 and
50, 5.5% were between 51 and 60, and 2.1% were
61 years and older. The bulk of businesses is in the
service industry, with 48.8% in the service sector,
29.9% in the trading, and 21.3% in manufacturing.
Moreover, half of the businesses (51.5%) have been
in operation for less than ten years, 27.4% for 11 to
20 years, 18.3% for 21 to 30 years, and 2.7% for 31
years or more. The bulk of the businesses, 61.3%,
were small businesses with fewer than 49 employees.

The result of the PLS algorithm for the structural
equation model is presented in Figure 1.

Factor loadings were computed for all the items in
the research questionnaire, and those with load-
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ings less than 0.6 were removed from the model.
Table 2 summarizes the retained items for each
construct and their respective loadings.

The results of the factor loadings show that all
the retained items have loadings greater than
the minimum acceptable value of 0.5, suggesting
that they all share significant variance with their
respective construct variables. In addition, the
result of the convergent validity reveals that the
Average Variance Extracted (AVE) of the con-
struct variables are all above the threshold of 0.50.
Furthermore, the construct variables’ Composite
Reliability (CR) values are above the minimum
threshold value of 0.7, implying that the items
have no reliability problem.

Table 3 depicts the Fornell and Larcker (1981) cri-
terion. The square root of the construct variables’
AVE is bolded and located in the diagonal. The
remaining values represent the inter-construct

PERF-1
PERF-2
PERF-3

PERF-4
Performance

-0.214

L1

RISK

Figure 1. Structural equation model of predictors of SME performance during COVID-19
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Table 1. Demographic profile of the respondents and business

Characteristics Frequency Percentage
Gender
Female 111 33.8
Age

Below 30

160

Age of Business

169

130-159

Table 2. Validity and reliability of measuring items

Second-order
construct

First-order construct

Item code

Loadings

Market orientation

Customer Orientation

CU-1

CuU-2

CU-3

CU-4

CO-2

Co-3

CO-4

Co-5

Inter-functional
Coordination

INF-2

INF-3

INF-4

Entrepreneurial
orientation

INO-2

INO-3

INO-4

INO-5

PR-1

PR-2.

PR3

PR-4

RISK-2

RISK-3

RISK-4

SME Performance

PER-1

PER-2

PER-3

PER-4
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Table 3. Fornell-Larcker criterion

. Inter- .
Customer : Competitor . . Pro- Risk-
Construct . . i . . Functional Innovativeness . ‘ R
orientation : orientation - i activeness @ taking
: coordination : :
Customer orientation ¢ 0.840 ; - - - - -
Competitor orientation & 6012 0.763 - - - -
Inter-Functional coordination ...... 0002 0.687 0.804 - - -
Innovativeness 0.054 0.264 0211 0.777 - -
Pro-activeness 0.081 0.335 0216 ""0.732 -
Risk-taking 0.014 H 0.496 0.418 0.469 H 0.444 0.766

Table 4. Item cross-loadings

Item f f ‘ : :
Items CUS : COM : INF : INOV : PRO RISK : PERF
Code ; ; ; ; ;
cu1 Slr?c'e COVID-19, our customers have been satisfied with the 0846 0032 . 0007 . 0061 . 0.085 : 0.038 & 0098
pricing of our products
cU2 Smcg COVID-19, our customers have been satisfied with the 0.856 0.045 0.038 -0.004 0.049 ~0.014 0.066
: quality of our products : ; : : : : :
cu-3 %Smce COVID-19, the business rarely receives complaints 0736 -0.054 ~0.020 0.055 0.035 -0.008 0.044
i from our customers : : : : : : :

CU-4 i The business serves a lot of previous customers 0.911 :-0.006 : —0.022 : 0.068 : 0.088 : 0.017 : 0.109
co-p | Since COVID-1S, the business has regularly analyzed 0006 | 0731 | 0703 | 0.330 | 0.241 | 0.539 | 0.315
i competitive strategies for our primary competitors : : : : : : :
co-3  Ourbusiness targets customers and customer groups L 0015 | 0767 | 0726 @ 0114 @ 0.236 | 0.227 @ 0.104
: where we can develop a competitive advantage : : : : : : :

Our busllness carries out benchmarking towards main © 0027 | 0846 0709 | 0124 | 0276 | 0332 . 019
i competitors : : : : : : :

force shares competito ormation -0.016 i 0.701 0.453 0.235 0.273 0.404 : 0.275

|, employees are proud orking in our business i —0.003 : 0.675 i 0.761 : 0.312 i 0.178 : 0.510 : 0.279

 Since COVID-13, employees have worked beyond their | 0015 0637 | 0791 @ 0074 : 0102 | 0159 : 0017
: duties to ensure the success of the business H ; ; : : i i

INF-4 %The relations between the business and its employees are 0.02 0614 0.856 0111 0.229 0314 0.166
i strong : : : : : :

INO-2 :Since COVID-19, we seek out new wa 0.045 0.254 0.196 0.860 0.406 0.430 0.510
INO-3 !n my bgsmess, there exists a firm emphasis on R&D and 0001 | 0294 | 025 @ 0.825 @ 0508 . 0372 | 0533
“innovations : : : ; : : :

INO-4 | My business favgr experimentation and original approaches 0132 0 0043 | 0071 . 0617 | 0468 . 0320 . 0468
: to problem-solving : : : : : : :

INO5 I try my unique way of doing things rather than doing it as © 0005 | 0201 | 0121 . 0784 @ 0537 | 0330 | 0.548
: everyone else does : : : : : : :
pry : Mybusiness typically initiates action to which the £ 0073 | 0308 | 0.215 : 0474 = 0672 : 0.277 . 0.433
i competition then responds : : : : : ; :

PR-2 i My business excels at identifying opportunities 0.02 0.175 i 0.098 : 0.472 i 0.755 i 0.335 i 0.452
PR3 My business acts in anticipation of future problems, needs, © 0400 | 0321 | 0256 @ 0390 . 0729 | 0349 | 0.621
. or changes § § § § § § §
PR-4 In the busllr.1ess, we monitor trends in the environment to 0.041 0175 006 0.482 0769 0.333 0.588
: take specific steps : : : : : :

RISK-2 My busmless is quick in decision making on new ideas and ~0.014 0.463 0377 0.200 0.270 0.683 0216
i product improvements : : : i : : :

Risk-3 | Owing tothe nature of the environment, wide-range 15 1 (396 © 0352 | 0415 | 0.366 | 0.849 | 0234
i strategies are necessary to achieve the business’s objectives : ; ; ; ; ; ;

RISK-4 : We take bold actions by venturing into the unknown 0.031 : 0.296 : 0.243 0.439 0.373 0.757 i 0.257
PER-1 i Sales of the business have increased since COVID-19 0.077 i 0.210 i 0.117 0.614 : 0.538 i 0.365 0.774
PER-2 i Return on investment (ROI) has increased since COVID-19 0.084 : 0.236 0.139 0.486 0.584 0.224 0.823
PER-3 i Return on assets (ROA) has increased since COVID-19 0.048 | 0.237 : 0.176 : 0.463 @ 0.568 : 0.172 @ 0.796
PER-4 | The profit of the business has increased since COVID-19 {0108 i 0.235 i 0207 | 0.374 i 0.596 i 0.199 | 0.760
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correlations among the variables. None of the
inter-construct correlations is greater than the
square root of the AVEs, thus satisfying the condi-
tion for discriminant validity.

According to Chin (1998), the cross-loading crite-
rion for discriminant validity requires that all the
loadings be higher on their individual constructs
than on their corresponding constructs. Results
from Table 4 suggest that this condition is satisfied
by the indicator items of the construct variables.

The HTMT ratios of the construct variables, as in-
dicated in Table 5, are all below 1. This implies that
all the variables satisfy the HTMT condition for
discriminant validity.

The R-squared value is used to establish the model
fit and specify the predictive power of the variables
in the formative model. The results in Table 6 reveal
that all the first-order constructs variables strongly
account for the variations in their respective sec-
ond-order constructs (Market Orientation, R? =
0.846 and Entrepreneurial Orientation, R*= 0.882).
In addition, the second-order constructs variables
show an excellent predictive power on the endoge-
nous variable (SME performance, R* = 0.630).

Table 5. Heterotrait-Monotrait (HTMT) ratios

Innovative Marketing, Volume 18, Issue 2, 2022

To show the significance of the relationships
among the constructs and test the research hy-
potheses, bootstrapping was conducted on the
PLS-SEM. The estimates, t-statistics, and p-values
are depicted in Tables 7 and 8.

The relationship results in Table 7 show that all
the weights of the first-order constructs are sig-
nificant on their respective second-order con-
struct (p <0.05), except that of ‘Customer
Orientation’, which has a non-significant p-value
of 0.581. This suggests that only ‘Entrepreneurial
Orientation” has significant dimensions between
the two second-order constructs. Furthermore,
‘Inter-Functional Coordination’ has the highest
weight among the three dimensions of ‘Market
Orientation’ (beta = 0.554), while ‘Innovativeness’
has the highest weight among the three dimensions
of ‘Entrepreneurial Orientation’ (beta = 0.464).

The results of the hypotheses testing in Table 8 re-
veal that the regression coeflicients of customer ori-
entation, competitor orientation and inter-function-
al coordination (beta = 0.046, 0.155, and-0.044) are
not significant at the 5% statistical level (p = 0.215,
0.056, and 0.657). This implies that none of the di-
mensions of market orientation exerts a significant

Customer

Construct X .
orientation

Competitor ‘Inter-Functional:
orientation

ﬁRisk-taking

‘Innovativeness:

coordination ‘activeness

Customer orientation - - :

0061
0010
0087

Competitor orientation

Inter-Functional coordination :

Innovativeness

Pro-activeness
Risk-taking

Table 6. R-Square

Constructs R Square R Square Adjusted
Market Orientation e 0846 L O8AS
,,,,,,,,,,,,,,,,,,,,, 0.882 088
SME_Performance 0.630 0.621

Table 7. Relationships of the first order constructs with their second-order constructs

Second-order construct

First-order construct

Estimates T statistics : P-values

{ Customer Orientation

Market Orientation Competitor Orient

Inter-Functional Co nation

Innovativeness

Entrepreneurial Orientation Pro-activeness

i Risk-Taking
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Table 8. Hypotheses testing

Hypothesized path . Beta . T-statistics . P-values |  Decision
_Customer Orientation - SME Eg‘r‘formance """""""""""" ¢ 0.046 . : 1.242 : 0215 Not .SHPP,Q."F.EQW.
Competitor Orientation - SME Performance 0.155 1.914
Inter-Functional Coordination_-> SME Performance L..70044 0444
Market _Orientation - SME Performance —-0.039 0.382
Innovativeness - SME Performance 0.230 3.079
Pro-activeness > SME Performance o L..0351 6091 000
_Risk Taking > SME Performance -0.214 4.008 0.000 _.Supported
Entrepreneurial Orientation - SME Performance i 0.354 ¢ 3.602 0.000 Supported

impact on SME performance. Moreover, the coeffi-
cient of the hypothesized path between market ori-
entation and SME performance is negative (beta =
-0.039) and non-significant at the 5% level (p = 0.703).
This suggests an inverse but non-significant link be-
tween market orientation and SME performance
in the COVID-19 era. These findings are at vari-
ance with Shehu and Mahmood (2014), Asomaning
and Abdulai (2015), Aminu (2016), Buli (2017),
Maaodhah etal. (2021), Alabsy (2021), and Rahaman
et al. (2021). They found that market orientation has
a significant positive relationship with performance.
However, the results support the results of Acar and
Ozsahin (2018) that customer orientation has no sig-
nificant influence on performance. Thus, HI, Hla,
HIb and Hlc were not supported.

Further results from Table 8 show that at the 5%
statistical level, there exist a significant and direct
relationship between innovativeness and SME per-
formance (beta = 0.23 and p = 0.002); a significant
and direct relationship between pro-activeness
and SME performance (beta = 0.351 and p = 0.00),
and a significant but inverse relationship between
risk-taking” and SME performance (beta = -0.214
and p = 0.00). This means that all the dimensions
of entrepreneurial orientation significantly influ-
ence SME performance. The finding that innova-
tiveness has a significant influence on SME perfor-
mance corroborates Arshad et al. (2014), Adegbuyi
et al. (2018), Herlinawati et al. (2019), Garba
(2020), Olowofeso et al. (2021), and NuelOkoli

et al. (2021). However, it contradicts Buli (2017),
Shah and Ahmad (2019), Olubiyi et al. (2019), and
Akinwande and Akinola (2021). Similarly, the
finding that risk-taking has a significant negative
influence on SME performance aligns with the re-
sults of Kreiser et al. (2013), Olubiyi et al. (2019),
Herlinawati et al. (2019), and Garba (2020). On
the contrary, it contradicts Arshad et al. (2014),
Shah and Ahmad (2019), Akinwande and Akinola
(2021), and NuelOkoli et al. (2021) that risk-taking
is positively related to performance. In addition,
in the study of Olowofeso et al. (2021), risk-taking
was insignificant. The finding that pro-activeness
significantly influences SME performance sup-
ports the results of previous studies (Arshad et al.,
2014; Buli, 2017; Adegbuyi et al., 2018; Herlinawati
et al,, 2019; Olubiyi et al., 2019; Shah & Ahmad,
2019; Garba, 2020; Akinwande & Akinola, 2021;
Olowofeso et al., 2021; NuelOkoli et al., 2021).
Similarly, the coefficient of the hypothesized path
between ‘Entrepreneurial Orientation’ and ‘SME
Performance’ is positive (beta = 0.354) and sig-
nificant at the 5% level (p = 0.00). This suggests
that entrepreneurial orientation significantly
and directly influences SME performance in the
COVID-19 era. These findings agree with previ-
ous findings (Shah & Ahmad, 2019; Herlinawati
et al,, 2019; Oyeku & Oduyoye, 2020; Akinwande
& Akinola, 2021; Olowofeso et al., 2021; Rahaman
et al., 2021) that entrepreneurial orientation signif-
icantly influence performance. Hence, H2, H2a,
H2b, and H2c were supported.

CONCLUSION

The purpose of this study was to examine the extent to which market orientation and entrepreneurial
orientation influenced SMEs’ performance during the COVID-19 pandemic. The findings show that
entrepreneurial orientation and its aspects (innovativeness, pro-activeness, and risk-taking) have a con-
siderable impact on the success of SMEs. Moreover, it was revealed that SMEs in Nigeria used entrepre-
neurial orientation rather than market orientation to overcome the obstacles of the COVID-19 outbreak.
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According to this study, SMEs owners and managers should be innovative. They should experiment
with fresh ideas, novelties, and creative processes to develop new products and technological processes.
Moreover, they should be proactive by anticipating future needs or changes in the corporate environ-
ment and looking for possibilities ahead of time. Last but not least, they must take reasonable risks.

This paper provided insights into the variables that can sustain the performance of SMEs in a challeng-
ing business environment. This will enable SME owners, managers, and policymakers to create endur-
ing businesses.
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