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ABSTRACT: The purposes of this study aimed at examine the relationship between 

entrepreneurial orientation and performance of SMEs in Uasin Gishu County. The research 

questions were; what is the relationship between innovation and performance of women 

owned SMEs in Uasin Gishu County?, what is the relationship between proactiveness and 

performance of women owned SMEs in Uasin County?, what is the relationship between risk 

taking and performance of women owned SMEs in Uasin Gishu County? This study adopted 

a correlation research design, with the target population comprised of 81 women owners of 

all small and medium enterprises within Uasin Gishu County. Questionnaire was the main 

tool of data collection. Questionnaires were administered with the help of research 

assistants.  Chi-square was computed to establish the association between entrepreneurial 

orientation dimensions and performance.  The study found out that innovation X2 (73) = 

0.829 p = 0.032, proactiveness X2(73) = 0.716 p = 0.002 and risk taking X2(73) = 0.897 p = 

0.002 were significantly associated with performance. The results of this study reveal a 

relationship between the independent variables and the dependent variable. The study 

recommended that the Department of Micro and Small-Enterprise Development (DMSED) 

needs to sensitize women entrepreneurs on strategies for innovation, proactiveness and risk 

taking in improving performance. The study further recommends that SMEs need to embrace 

entrepreneurial orientation dimensions: Innovation, proactiveness and risk taking for their 

businesses to grow. Therefore, women entrepreneurs should be innovative, proactive to 

acquire new market opportunities and take risks to succeed in a dynamic environment.  

KEYWORDS: Entrepreneurial Orientation, Performance of SMEs 

 

INTRODUCTION 

Background to the Problem 

In order to grow and succeed in today’s rapidly changing business environment, companies 

regardless of their size need to constantly seek for new opportunities, to which possessing an 

Entrepreneurial Orientation (EO) has been recognized as potentially beneficial (Wiklund & 

Shepherd, 2011). EO involves the willingness to innovate, take risks to try out new products, 

services and markets, and act more proactively than competitors when it comes to new 

opportunities in the marketplace (Covin & Slevin, 2009). Due to the potential benefits of EO, 

it has become a central concept in the field of entrepreneurship and received a significant 

amount of attention both among researchers and practitioners (Covin, Green & Slevin, 2006). 

Small and medium sized enterprises (SMEs) represent an important part of the economies of 

both developed and developing countries. They are recognized as a pivot on which economic 
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growth, job creation, poverty reduction and industrial development can be built (Ogechukwu, 

2008; Okpara, 2011;). SMEs development is essential in a country’s growth strategy because 

of their ability to respond to the systematic shock rapidly and their potentials to generate jobs 

and income at the time when the large firm sector is undergoing a rapid decline (Krasniqi & 

Hashi, 2011). Kenya, recognize the importance of SMEs as a catalyst for economic 

development and poverty alleviation. Although it is difficult to accurately measure the impact 

of SMEs on the Kenyan economy due to dearth of records, it has been estimated that SMEs 

account for 97% of all businesses in the country (National SME collaborative survey, 2013). 

Women are becoming increasingly important in the socio-economic development of both 

developed and developing economies as they account for a significant percentage of the 

operators of Small and Medium Enterprises (SMEs) (Kjeldsen & Nielson, 2010). Women 

interests and activities in the economic growth and development especially in the area of 

SMEs have received outstanding interest from scholars. Global Entrepreneurship Monitor 

(GEM) (2005) confirmed that women participate in a wide range of entrepreneurial activities 

across the 37 GEM and their activities in different countries have paid off in form of many 

newly-established enterprises for job and wealth creation. This notwithstanding, 

entrepreneurship is usually seen from the perspective of men driven economy (Gelin, 2005) 

due to its complexity, particularly its gender issues, the role of women entrepreneurs has not 

been properly documented. 

In USA, the analysis of gender creative businesses shows that the rate of growth of women-

owned businesses is twice that of men and this comprises more than 35% share of all 

entrepreneurial ventures. They generate over $2.3 trillion in annual revenue, and employ 18 

million individuals (Bartol & Martin, 2006). In Kenya as well, women entrepreneurs are 

considered as an integral part of economic growth. Their businesses contribute jobs, 

productive and distributive activities required for wealth creation both for family and nation’s 

economies (Soetan, 2007; Okunade, 2007). One of the economic goals of a government is to 

improve the lives of its citizens by raising the competitiveness of the economy and creating 

opportunities that empower people to earn a sustainable income. In this line of thought, the 

Government of Kenya has developed a development blueprint called the vision 2030. The 

goal of the vision is to transform Kenya from a developing country into middle income and 

industrialized nation, through provision of quality life to all the Kenyans by 2030 (Ministry 

of planning, 2008).  

In the EO literature the munificent environment is usually conceptualized using four 

dimensions: environmental dynamism, technological opportunities, industry growth and 

demand for new products; hostile environments comprise unfavorable change and 

competitive rivalry (Antoncic & Hisrich, 2009). While literature in entrepreneurship has 

theorized the positive relationship between EO and performance, the same has not always 

been true, when examining this relationship empirically. Interestingly, a handful of research 

findings have revealed insignificant and sometimes negative correlations between EO and 

performance ( Kaya &Seyrek, 2005).  

Statement of the Problem 

Ideally, Innovation is the specific tool of entrepreneurs, the means by which they exploit 

change as an opportunity for a different business or a different service. It is capable of being 

presented as a discipline, capable of being learned, capable of being practiced. Entrepreneurs 

need to search purposefully for the sources of innovation, the changes and their symptoms 
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that indicate opportunities for successful innovation. And they need to know and to apply the 

principles of successful innovation. 

However, in Uasin Gishu SMEs are faced with a lot of challenges  raising initial capital to 

start anew business; lack of access to credit facilities (loan) from financial institution hinders 

the growth of small businesses. Poor business management practice also and competitive 

marketing skills or elaborate business distribution channels to sell their products and services.   

Several studies has been done in this area, a study by Wambua, R.,(2016) on effects of 

enterprenueral management on access to venture financing of SMEs in Starehe sub-county, 

found that  resource  gap  identifiction was influencing access to venture finnacing of small 

and medium enterprises followed by growth, orientation, opportunity commitment and 

innovation. In another study by Margret et al (2015) on resource and performance of SMEs in 

retail service sector: moderating role of Gender, found a strong positive correlation between 

human capital resource education and performance. Therefore, this study aimed at examine 

the relationship between entrepreneurial orientation and performance of SMEs in Uasin 

Gishu County 

Research Questions 

This study was guided by the following research questions: 

1.  What is the relationship between innovation and performance of women owned small and 

medium enterprises in Uasin Gishu County? 

2. What is the relationship between proactiveness and performance of women owned small 

and medium enterprises in Uasin County? 

3. What is the relationship between risk taking and performance of women owned small and 

medium enterprises in Uasin County? 

Research Hypotheses 

This study tested the following hypotheses: 

H1: There is a relationship between innovation and performance in small and medium 

enterprises owned by women in Uasin Gishu County. 

H2:    Proactiveness has a relationship with performance of small and medium enterprises 

owned by women in Uasin Gishu County. 

H3: There is a relationship between risk taking and performance of women owned 

enterprises in Uasin Gishu County. 

Significance of the Study 

The findings of this study were significant to entrepreneurs in establishing the relationship 

that exists between entrepreneurship orientation and performance of small and medium 

enterprises owned by women. Specifically, the findings of this study shed light on the 

influence of proactiveness, innovation, and risk taking on performance of small and medium 

enterprises owned by women. The findings of the study were significant to the Ministry of 

Industrialization and planning mandated with economic planning by highlighting the need to 
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assess the influence of key pillars to the success of entrepreneurial activities. Besides, adding 

to the pool of knowledge in entrepreneurship, this study formed a basis for further research in 

the field of entrepreneurship. 

Theoretical Framework 

This study was based on Zahra & Covin’s (1995) theory of entrepreneurial orientation. These 

authors hold that firms with an EO can target premium market segments, charge high prices 

and “skim” the market ahead of competitors. They further indicate that such firms monitor 

market changes and respond quickly, thus capitalizing on emerging opportunities. The 

authors of this theory observed that innovation keeps such firms ahead of competitors, 

gaining competitive advantage that leads to better financial results.  Zahra & Covin’s (1995) 

indicate that firms with EO have an undue advantage of proactiveness which gives them the 

ability to present new offers to the market ahead of competitors which gives them a 

competitive advantage. These authors affirmed that the relationship between EO and 

performance is particularly strong among small firms. They emphasize that smallness of 

firms per se fosters flexibility and innovation but limits competitiveness in other strategic 

orientations. This component makes this theory relevant to this study as it provides the 

impetus for examining the role that EO plays on performance of small firms (Small and 

Medium Enterprises); which are the focus of this study.  

Zahra and Covin’s (1995) further observe that although the relationship between EO and firm 

performance may be more complex than previously assumed, the relationship may in 

particular be contingent upon the nature of the environment that the firm operates in. These 

authors observe that EO may be a better predictor of performance for firms in hostile than 

benign environments. They hold that the fit between EO and environment and not EO per se 

is what promotes performance and that firms in growing industries may perform better than 

other firms regardless of their EO. Hence, these authors suggest that environment may 

influence small firm performance directly or moderate the relationship between EO and 

performance.  

Some scholars have however provided a critique of this theory. Storey (2009) observed that 

Zahra & Covin’s (1995) theory does not take cognizance of the fact that more variables 

(other than those that define the dimensions of EO) may still influence the performance of 

small firms. Storey (1994) mentioned that a relatively consistent finding is that capital 

availability may also affect firm performance. 

Conceptual Framework 

In Figure 1.1, the independent variable was entrepreneurial orientation. The concept of 

entrepreneurial orientation comprises three dimensions; innovativeness, proactiveness, and 

risk taking. Innovativeness is the firm’s ability and willingness to support creativity, new 

ideas and experimentation which may result in new products/services while proactiveness is 

the pursuit of opportunities and competitive rivalry in anticipation of future demand. Relating 

to risk-taking, the firm knowingly devotes resources to projects with a chance of high returns.  

The dependent variable was the ultimate performance of women owned small and medium 

enterprises. Firm performance is determined by increase in sales as a result of proactiveness, 

profits due to increased innovation and growth in capital due to risk taking. 
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Figure 1.1: Conceptual framework  

Source: (Researcher 2015) 

 

LITERATURE REVIEW 
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specific capabilities are the determinants of performance.  This relates to innovation a 

dimension of entrepreneurial orientation. 

Schumpeter Theory of Entrepreneurship 

An Entrepreneur is one who perceives the opportunities to innovate, this is relevant to the 

study as in women owned enterprises will perform highly through innovation.  The theory 

emphasizes on innovation and excludes the risk taking and organizing aspects. 

Systems Theory 

Systems theory is based on the idea that everything is part of a larger, interdependent 

arrangement.  Performance of enterprises is composed of many parts including: innovation, 
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creativity and technology.  This theory is relevant to the study in that lack of innovation and 

creativity and entrepreneurial orientation can hinder performance of an enterprises. 

Contigency Theory 

The women owned enterprises because of concerns with performance implications require 

the contingency theory because it holds that the relationship between two variables depends 

on a third variable. Creativity and innovation require entrepreneurial orientation to enhance 

performance. The operating environment is ever changing and must be flexible to 

accommodate the many challenges that women owned enterprises are likely to face. 

Critique of the Theories 

Criticism of the Resource Based Theory 

It has been argued that the Resource Based Theory has limited focus on capabilities. There is 

the assumption that a firm can be profitable in a highly competitive market as it can exploit 

advantageous resources but this may not necessarily be the case. Resource Based Theory 

therefore implies that a firm can enhance performance to achieve sustainable competitive 

advantage through innovativeness. 

Criticisms of Schumpeter’s Theory of Innovation 

The theory emphasizes on innovation and excludes the risk taking and organizational aspects. 

Schumpeter’s entrepreneurs are large-scale business persons who introduce new technology 

and new methods of production. The entire process of Schumpeter’s theory is based on the 

innovator who is regarded as an ideal person and innovation as the main cause of economic 

development. Economic development is the result of the cyclical process. Schumpeter fails to 

acknowledge other facets of economic evolution. 

Criticisms of Systems theory 

Systems theory has been debated and criticized.  One argument has been that it escapes from 

reality and is not productive.  Systems theory is thus a view that emphasizes certain 

perspectives and relatively ignores others.  It is always important to consider what the 

consequences are of ignoring certain perspectives.  In relations to the study, the theory is 

criticized as one that will ignore synergy in women owned enterprises.  Synergizing will 

enable women owned enterprises to grow to higher level of performance instead of existing 

as a small-scale informal enterprise. 

Criticisms of Contingency Theory  

The Contingency theory does not take into account the percentage of “intermediate 

favorability” situations verses “extremely favorable or unfavorable” situations. In relation to 

the study, the contingency theory therefore means that women enterprises are at liberty to 

undertake any necessary they find best to solve the problems facing them.  This is not 

supportive as the enterprises must keep a close relationship and understanding in order to 

survive in a volatile business environment. 
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RESEARCH DESIGN AND METHODOLOGY 

Research Design 

A correlation research design was adopted in this study. The basic idea behind correlational 

research was to examine relationships between entrepreneurial orientation and performance 

of SMEs in Uasin Gishu County, Kenya. 

Target Population 

Target population refers to the entire group of individuals, objects, item, cases, articles or 

things with common attributes or characteristics from which samples are taken for 

measurements. This study targeted all women owners of all small and medium enterprises 

within the County. According to the 2014 first quarter report of The Department of Micro and 

Small-Enterprise Development (DMSED) there are 325 SMEs in Uasin Gishu County which 

were classified as small and medium. This report further reports that of these enterprises, 

25% (81) of them are owned by women. 

Description of the Sample and Sampling Procedures 

The target population was drawn from 81 enterprises owned by women in Uasin Gishu 

County based on DMSED (2014) report. The owners of these 81 small and medium 

enterprises were all selected. 

Description of Research Instruments 

In this study, data collection was done through the use of questionnaires. The questionnaire 

had seven sections with a total number of twenty three questions. The questionnaire had 

sections A, B, C, D, E and F.  Instructions on filling the questions were indicated for each 

question in each section. 

Validity and Reliability of Research Instruments 

Pilot Testing and Reliability of Research Instruments 

The questionnaires were pre-tested to a selected sample which was similar to the actual 

sample used in the study. The procedures used in pre-testing the questionnaires were identical 

to those that were used during the actual study or data collection. In this case, pilot testing 

was done in ten women owned enterprises in Kapsabet town, Nandi County. In the ten 

enterprises, nine managers participated in the exercise. Pilot testing was important because 

deficiencies such as unclear directions, insufficient space to write the response and wrong 

phrasing of questions were detected and rectified. Vague items were also re-phrased 

appropriately.  

The researcher administered the instruments to the same group of respondents at two 

different times after a span of one week. The researcher used the two sets of results to 

compute alpha correlation co-efficient to determine the co-efficient of reliability. According 

to Fraenkel & Wallen (2000) items in the instruments of data collection are considered 

reliable if they yield a correlation coefficient of 0.7 and more.  
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Validity  

The instruments were validated by research experts who were also consulted and their input 

incorporated in the modification of the research items. 

Description of Data Analysis Procedures 

After data collection, responses from all questionnaires were cross-checked to facilitate 

coding and processing. Chi-square was computed to establish the significance levels of 

correlation between entrepreneurial orientation and firm performance. Hypothesis was tested 

at 0.05 confidence level. Study findings were presented in form of tables, graphs and charts. 

 

DISCUSSION 

Out of a total of 81 questionnaires that were given out, 75 were filled and returned by the 

respondents, yielding a response rate of 92.6%. This was considered a reliable response rate 

appropriate for making generalizations from the findings of the study. 

Demographic Information 

Respondents’ Age 

The Majority 44.0% (33) of the respondents was aged between the 30 and 50 years, 29.3% 

(22) were aged above 50 years while 26.7% (20) of the respondents were aged below 30. The 

researcher found it appropriate to establish the distribution of respondents in terms of their 

age in order to establish the dominant age group that is majorly involved in SME businesses 

in Uasin Gishu County (Figure 4.1).This implies that majority of the respondents who 

operated SMEs in the County were young entrepreneurs. They were therefore flexible enough 

to provide their opinions on items seeking the influence of EO on performance of their 

enterprises.  

 

 

Figure 4.2: Age distribution of the respondents  
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Education Level of Respondents 

A proportion of 35 (46.6%) of the respondents had acquired first degree, 39 (38.7%) had 

acquired secondary education while 11 (14.7%) had acquired post graduate degree. The 

implication is that there are few women in business with a post graduate degree. Table 4.1 

summarizes this information. 

Table 4.1: Education level of the respondents 

Educational level Frequency Percentage 

Secondary          29   38.7 

First degree          35   46.6 

Post graduate          11   14.7 

Total          75    100 

 

Classification of Enterprises 

The study also established the type of services that the respondents’ enterprises dealt with. A 

proportion of 29 (38.9%)  of the enterprises provided food and beverage services, 25 (33.3%)  

provided ICT services, 8 (10.7%)  provided transportation and other services like M-pesa, 

phone repairs, tailoring and hair and beauty services while 5 (6.7%) of the enterprises 

provided hotel and tours services. This question was appropriate since it enabled the 

researcher to identify the services that were mostly offered by women’ enterprises in Uasin 

Gishu county. Table 4.2 summarizes these findings. 

Table 4.2: Classification of Enterprises 

Services Frequency Percentage 

Food and beverage        29     38.6 

ICT services        25     33.3 

Transportation  

Hotel and tours 

Others  

         8 

          

         5                                                                                        

         8      

    10.7 

      6.7 

    10.7 

Total         75     100 

 

The reliability coefficient of the items in the questionnaire ranged from 0.8459 to 0.9234 for 

the attributes studied. Table 4.3 provides the results of computations of reliability test. 

Table 4.3 Item Reliability Tests 

Variable Number of Items Cronbach’s Alpha 

Effect of innovation on performance 5 0.8613 

Effect of proactiveness on performance 9 0.8459 

Effect of risk taking on performance 6 0.9234 

 Average  0.8768 
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The reliability coefficient of items yielded 0.8768 which is more than 0.7; therefore, it was 

desirable for consistency levels. (Fraenkel and Wallen 2000)    

Influence of Innovation ability on Performance 

The study sought to establish the effect of innovation ability on the performance of small and 

medium enterprises owned by women in Uasin Gishu County. In relation to this research 

question, the respondents were asked to indicate to what extent they agreed/disagreed with a 

list of items provided to them. The researcher asked the respondents to respond to items that 

were based on a likert scale. The statements aimed at establishing the perceived effects of 

innovation on growth of SMEs. Figure 4.3 presents the cumulative responses. 

 

Figure 4.3: Effect of innovation on the performance of small and medium 

enterprises 

 

Key BG- Business Growth 

  

  

 

 

 

BG1 Innovation has led to improved quality 

BG2 Innovation has led to increased market share 

BG3  Innovation has led to increased sales volumes 

BG4 Innovation has led to an improved products portfolio 
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The study sought to establish whether innovation had led to improvement in the quality of 

goods and services provided by the SMEs. Majority of the respondents 44% (33) agreed to 

the statement, 26.7% (20) of them strongly agreed to the statement, 17.3% (13)of them 

disagreed, 8% (6) of them were undecided  whereas 4% (3) of the respondents strongly 

disagreed to the statement that innovation had led to improved quality of goods and services. 

When asked to indicate whether innovation had led to increased market share, majority of 

them 41.3% (31) agreed to the statement, 13.3% (10) of them strongly agreed to the 

statement, 24% (18) of them disagreed to the statement, 5.3% (4) of them strongly disagreed 

to the statement whereas 16% (12)  were  undecided. 

Besides, majority of respondents 48%; (36) agreed to the fact  that innovation had led to 

increased volume of sales, 29.3% (22) of them strongly agreed to the statement, 14.7% (11) 

of them disagreed to the statement, 4% (3) of them strongly disagreed to the statement and 

another 4% (3) of them were undecided. Finally, when asked to indicate whether innovation 

had led to an improved products portfolio in their respective SMEs, majority of the 

respondents 46.7% (35) agreed to the statement, 24% (18) of them strongly agreed to the 

statement, 8% (6) of them disagreed to the statement, 4% (3) of them strongly disagreed to 

the statement and another 17.3% (13) of the respondents were neutral. 

Hypothesis testing was done to determine the relationship between entrepreneurial orientation 

and firm performance. A Chi-square test of association was computed to establish the 

relationship between innovation and performance of small and medium enterprises owned by 

women in Uasin Gishu County (Table 4.4). The null hypothesis was that there is no 

relationship between innovativeness and firm performance of SMEs. The data on innovation 

was originally collected on a nominal scale but was converted into dummy variables; 1= Yes 

and 0= No for purposes of computing the Chi-square correlation. 

Table 4.4: Chi-Square Test of association between innovation and performance 

 

A significant relationship was found, (73) =0.829, p=0.032).  The null hypothesis was 

therefore rejected. It was concluded therefore that innovation has a statistically significant 

relationship with performance of small and medium enterprises.  

The study sought to establish the respondents’ opinion on the influence of innovation on 

performance small and medium enterprises. Majority of them, 60.0% (45), were of the 

opinion that there exists a positive influence while 26.7% (20) of them were of the opinion 

 

 

Value Df Asymp. Sig. 

(2-sided) 

Exact Sig. (2-

sided) 

Exact Sig. (1-

sided) 

Chi-Square .129a 1 .829   

Continuity Correction .016 1 .899   

Likelihood Ratio .129 1 .027   

Fisher's Exact Test    .182 .091 

Linear-by-Linear 

Association 
.127 1 .032 

  

N of Valid Cases 75     

a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 16.77. 
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that there was no influence of innovation on performance and 13.3% (10) of them were in 

different. From these findings, majority of the respondents agreed that innovation has led to 

improved market share, volumes of sales, quality of goods and services and increased product 

portfolio. 

Influence of Enterprises’ Proactiveness on performance 

In order to establish the influence of proactiveness on performance, respondents were 

presented with items which required them to indicate: how often they developed or 

introduced new products in the market, whether they carry out environmental scanning to 

determine their competitors, whether they had tried networking with other women owned 

enterprise and whether government regulations had in any way interfered with their 

proactiveness. Finally, the respondents were required to indicate the extent to which 

proactiveness improved business growth, increased sales and profits. 

At least 50 (66.7%) respondents indicated that they had always developed or introduced a 

new product in the market ahead of their potential competitors. Few 15 (20.0%) of them had 

not. Further, majority of the respondents 39 (52.0%) had carried out environmental scanning 

to determine what their competitors were doing in the market. Respondents who indicated 

that they had tried networking with other women-owned enterprises were 39 (52 %) of the 

sample. Thirty nine (52%) respondents feared that government regulations could interfere 

with their proactiveness. Table 4.5 presents a summary of this finding. 

Table 4.5: Influence of proactiveness on firm performance 

 Frequent 

occurrence 

Rare occurrence Never occurs 

Development of new products 50(66.7%) 15(20.0%) 10(13.3%) 

Environmental scanning 39(52.0%) 19(25.3%) 17(22.7%) 

 

Networking with other women 

owned enterprises 

39(52.0%) 22(29.3%) 14(18.7%) 

 

Interference by government 

regulations 

39(52.0%) 26(34.7%) 10(13.3%) 

 

A significant number of the respondents, 49(65.3%), agreed that proactiveness enables an 

organization to improve business growth, increase sales and profits respectively. Table 4.6 

summarizes this finding. 

Table 4.6: Proactiveness and Firm Performance 

Statement 1 2 3 4 5 

Proactiveness improves  

Business growth 

37(49.3%) 12(16.0%) 4(5.3%) 13(17.3%) 9(12.0%) 

Proactiveness increases sales 35(46.7%) 11(14.7%) 5(6.7%) 12(16.0%) 12(16.0%) 

Proactiveness increases 

profits 

36(48%) 10(13.3%) 7(9.3%) 12(16.0%) 10(13.3%) 

1-Strongly Agree; 2-Agree; 3-Undeceided; 4-Disagree; 5-Strogly Agree 
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To establish the relationship between proactiveness and firm performance, a Chi-Square test 

was computed. Table 4.7 presents a summary of the analysis. 

Table 4.7: Correlation between Proactiveness and Firm Performance 

  

The null hypothesis was that there is no relationship between proactiveness and business 

performance of SMEs. A strong correlation that was significant was found (75) = 0.716, p 

= 0.002. The null hypothesis was therefore rejected. Therefore, proactiveness has a 

significant influence on business growth of a firm. 

Influence of Enterprise Risk-Taking on Performance 

The study sought to establish the relationship between risk taking and performance of SMEs 

that were sampled in the study. This was done by finding out the source of start-up capital of 

the different SMEs sampled in the study, determining the frequency with which the owners of 

the SMEs borrowed from financial institutions, and whether borrowing from financial 

institutions was risky or not. Majority of respondents 67 (89.4%) indicated that they sought 

their start-up capital for their businesses from financial institutions in form of loans. A 

negligible proportion of these respondents sought their start-up capital from friends and 

family members, inheritances and grants.  

A greater proportion of the respondents 57 (76 %) indicated that they always borrowed loans 

from financial institutions to run their businesses. Only few of the sampled respondents 

borrowed often, rarely or never borrowed from financial institutions. When asked whether 

borrowing loans from financial institutions to run their businesses was risky or not, at least 

five in every ten of the respondents (56%) indicated that it was a risky venture and at least 

two in every ten (25.3%)  of the respondents indicated that it was highly risky. This finding is 

illustrated in Table 4.8 

 

 

Correlations 

 Proactiveness Firm 

performance 

 

Proactiveness Chi-square 

Correlation 

1.000 .716 

Sig. (2-tailed)  .002 

N 75 149 

Firm performance Chi-square 

Correlation 

.716 1.000 

Sig. (2-tailed) .002  

N 75 75 

http://www.eajournals.org/


International Journal of Small Business and Entrepreneurship Research 

Vol.6, No.1, pp.57-79, January 2018 

___Published by European Centre for Research Training and Development UK (www.eajournals.org) 

70 
ISSN 2053-5821(Print), ISSN 2053-583X(Online) 

Table 4.8: Influence of enterprise risk-taking on business performance 

Determinant  n (%) 

Source of startup capital  

Bank loans 67 (89.4%) 

Family and friends and Inheritance    4 (5.3%) 

Grants    4 (5.3%) 

Frequency of loan borrowing  

Always 57 (76%) 

Often  9 (12%) 

Rarely 7 (9.3%) 

Never 2 (2.7%) 

Extent of risk in loan borrowing  

Risky 65 (86.7%) 

Not risky 6 (8.0%) 

Unsure 4 (5.3%) 

 

To establish the relationship between risk-taking and business performance, a Chi-Square test 

was computed. Table 4.9 presents a summary of the analysis. 

Table 4.9: Correlation between Risk-Taking and Business Performance 

 

 

 

 

 

 

 

 

The null hypothesis being tested was that there is no relationship between risk taking and 

business performance of SMEs.   A strong correlation that was significant was found (75) 

=0.897, p =0.002. The null hypothesis was therefore rejected. Therefore, risk-taking has a 

positive significance on business performance. 

Table 4.10 below represents a summary of the hypothesis. 

 

 
 

Correlations 

 Risk-Taking Business Performance 

Risk-Taking Chi-square 

Correlation 

1.000 0.897 

Sig. (2-tailed)  0.002 

N 75 75 

Business Performance Chi square 

Correlation 

0.897 1.000 

Sig. (2-tailed) 0.002  

N 75 75 
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Table 4.10 Interpretation of the study results 

Hypotheses Chi 

Square 

P value Rejected/accepted 

There is no significant influence 

between innovation and performance of 

women owned enterprises  

0.829 0.032 Null hypothesis was 

rejected 

Alternate hypothesis 

was accepted 

Proactiveness has no significant 

influence on performance of SMEs 

owned by women  

0.716 0.002 Null hypothesis was 

rejected 

Alternate hypothesis 

was accepted 

There is no significant influence of risk 

taking on performance of women 

owned enterprises  

0.897 0.002 Null hypothesis was 

rejected 

Alternate hypothesis 

was accepted 

 

Discussion of research findings 

The study focused on the influence of entrepreneurial orientation on performance of 81 

Small and medium enterprises owned by women in Uasin Gishu County.   

 The study focused on research questions in order to show the extent to which innovation, 

proactiveness and risk taking influence performance of women owned SMEs.  

The null hypothesis showed there is no relationship between innovation and performance. 

Research findings showed a significant relationship,    X2(73) = 0.829, p=0.002 therefore,  

Concluded that innovation has significant relationship with performance.   Therefore, the 

study finding was in tandem with a study conducted by Rauch, et al ., (2009) which 

established that innovativeness reflects a firm's ability to engage in new ideas and creative 

processes that may result in new products, markets, or technological process. 

A study carried out by Thompson (cited in Calantone, et aI., 2006) buttresses this finding 

since it found out that innovation is the generation, acceptance, and implementation of new 

ideas, processes, products, or services. Although Coulthard (2007) found out that 

innovativeness is not the most significant dimension of a firm’s performance, the current 

study established that innovation influences performance of a firm’s performance.  Majority 

of the respondents 45(60.0%) agreed that innovation has led to  improved market share, 

increased volumes of sales, quality of goods and services and increased product portfolio. 

On proactiveness, a significant number of respondents 44(65.3%) agreed that proactiveness 

enabled a firm to improve business growth, increase sales and profits.  The null hypothesis 

indicated that there was no relationship between proactiveness and firm performance, 

research findings showed a significant relationship X2(73) = 0.716, p = 0.002, therefore, 

proactiveness has a significant influence on business growth. 

Just as Rauch, et al., (2009) found out that proactiveness is an opportunity-seeking, forward-

looking perspective characterized by the introduction of new products and services ahead of 

the competitors and acting in anticipation of future demand, this study’s finding concurs.  The 
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study’s finding is also in tandem with Kropp, et al., (2008) who suggested that proactiveness 

involves the identification and evaluation of new opportunities, and monitoring market 

trends. Hughes & Morgan (2007) and Coulthard (2007) in their study of dimensions of EO 

and firm performance also found out that, at the embryonic stage of firm growth, 

proactiveness was a critical factor that affected firm performance improvement. 

The null hypothesis indicated that there is no relationship between risk taking and firm 

performance of SMEs, research findings showed a significant relationship X2(73) = 0.897, 

p=0.002, a positive significant influence on SMEs on performance. A proportion of 

respondents 57 (76%) indicated that they always borrowed loans to finance their businesses.  

Majority 67(89.4%) sought their start-up for their businesses from financial institutions in 

form of loans.  

In buttressing this finding, Cantillon (2007) described an entrepreneur to be a rational 

decision-maker "who assumes risk and provides the management of the firm". In the 1800s, 

John Stuart Mill argued that risk-taking is the paramount attribute of entrepreneurship. Risk-

taking implies willingness for committing huge resources to opportunities which involve 

probability of high failure (Wiklund & Shepherd, 2005). It is therefore apparent that risk-

taking influences the performance of an organization and is therefore worth considering. 

Among the three dimensions of entrepreneurial orientation, risk taking has a strong 

correlation that was significant X2(73) = 0.897, p = 0.002. The study findings reinforced 

previous studies that entrepreneurial oriented firms tend to be more willing to take risks, are 

more innovative and proactive that leads to increased performance (Ahl, 2006; Zimmerman 

and Brouthers, 2012). This suggested that the firms and women owner managers may benefit 

from efforts to increase their level of entrepreneurial orientation in order to survive the 

dynamic fast faced and complex environment characterized by shorter life cycles, 

globalization and continuous improvement in technology.  Entrepreneurial orientation is a 

survival tool for success of women owed SMEs. 

The government of Kenya has greatly contributed to development of small and medium 

enterprises in Kenya through creation of funding for women owned enterprises like women 

enterprise fund and Uwezo fund. 

Interpretation of research findings 

The dimensions of entrepreneurial orientation under investigation in this study were 

significantly associated with performance.  The findings indicated that innovation has 

significant relationship with performance of SMES (X2(73) = 0.829, p = 0.032). This agreed 

with the Schumpeter (1934) theory that pointed out the importance of innovation in 

entrepreneurial processes.  It also agreed with Lumpkin and Dess (1996) that innovation is a 

firm’s tendency to engage and support new ideas.  Swierzczek & Ha (2003) observed that 

innovation takes a firm to a new paradigm of success.  This study indicated that 31 (41.3%) 

of the respondents agreed that innovation led to increased market share, 36 (48%) agreed it 

led to increased volume of sales and 35 (46.7%) indicated that if led to improved product 

portfolio.  This study provided valuable extension for the perspective of resource based 

theory which explains that firms with capability to control unique resources and handle 

market power have more opportunities to achieve superior profits.  The significant 

relationship of innovation with performance X2(73) = 0.829, p=0.032 can be interpreted to 

mean that in innovation has a positive relationship with performance of SMEs.  Firms that 

http://www.eajournals.org/


International Journal of Small Business and Entrepreneurship Research 

Vol.6, No.1, pp.57-79, January 2018 

___Published by European Centre for Research Training and Development UK (www.eajournals.org) 

73 
ISSN 2053-5821(Print), ISSN 2053-583X(Online) 

adopt innovation will not only grow but also attain a larger market share than competitors 

because of better products.  Therefore, it is important for owners of a firm to put a strong 

emphasis on innovation to attain technological leadership.  

Venkatraman (1989) conceptualized proactiveness as processes that are aimed at introduction 

with of new products ahead of competitors.  Hughes and Morgan (2007) indicated that a 

proactive firm is seen in its responsiveness to market signals and awareness to market trends.  

This study indicated that 38 (50.7%) of respondents agreed that they introduced new products 

in the market ahead of their competitors, 39 (52.0%) carried out environmental scanning and 

39 (52%) tried networking.  Proactiveness has a significant influence on business growth.  

The significant relationship of proactiveness with performance X2(73) = 0.716, p = 0.002 can 

be interpreted to mean that there is a positive relationship with performance of a firm.  This is 

significant because firms that embrace proactiveness have the capability of leading the 

market.  The dimensions may vary independently, if a firm has a lower score on 

proactiveness X2(73) = 0.716, p = 0.032 while innovativeness had a higher score X2(73) = 

0.829 p = 0.002, it would mean the firm innovative to become more successful in product 

leadership in the market than reaching a market faster.  This study indicated a positive 

significant influence on performance of SMEs.  A strong correlation that was significant was 

found X2(73) = 0.897, p = 0.002,  it is therefore apparent that risk taking influences the 

performance of an organization and therefore worth considering.  It is important to note that 

the risky environments of developing countries are marked by market uncertainty as the 

market place is less well institutionalized leading to investment decisions based on imperfect 

information and absence of risk premium.   However, the study indicated that 67 (89.4%) 

sought their start-up capital from financial institutions and 57 (76%) took loans to run their 

businesses.   

Risk taking   had   the  highest  positive significant  positive  relationship   X2(73) = 0.897  p 

= 0.002,  this   could  mean    women borrow more because they are traditionally not 

endowed with tangible property like land which could be  sold  to  obtain  finance,  for 

example, as start-up capital, as indicated in the study that 67(89.4%) sought their start-up 

capital from financial institution. The results showed that all the three EO variables have a 

positive influence on firm performance.  This means that all other factors held constant, a unit 

increase in one like innovation is likely to increase performance. 

 

FINDINGS 

Effect of innovation on performance of SMEs 

A Chi-square correlation revealed a significant positive relationship (73) =0.829, 

p=0.032between innovation and performance of SMEs. Majority of respondents were in 

agreement that innovation in SMEs leads to improved quality of products, increased market 

share, increased sales volumes and improved products portfolio. 

Effect of Proactiveness on Business Growth of SMEs 

The results of a Chi-square analysis between proactiveness and business growth yielded a 

strong significant correlation (73) =0.716, p 0.002). The null hypothesis was therefore 

rejected. Majority of respondents indicated that they had struggled to introduce new products 
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in the market ahead of their potential competitors, they always carried out environmental 

scanning and that they had networks with other women owned enterprises. These are 

components of proactiveness which respondents indicated that had significantly influenced 

the growth of their enterprises.  

Effect of Risk-Taking on Performance of SMEs 

Like innovation and proactiveness, the study established a correlation that was significant 

(73) =0.897, p = .002) between risk-taking and performance of the sampled SMEs. 

Majority of the respondents indicated that they heavily relied on loans from financial 

institutions to finance their enterprises. This was despite the fact that majority of them 

considered loans as a risky mode of financing their businesses. Nonetheless, the respondents 

indicated that their enterprises had experienced growth as a result of the frequent loans from 

financial institutions which boosts their capital base. 

 

CONCLUSION 

Based on the findings, the study concluded that entrepreneurial orientation is useful as a 

Predictor of performance in women owned SMEs in Uasin Gishu County. All the 

Entrepreneurial orientation dimensions: innovativeness, proactiveness and risk-taking had 

Positive significant effect on performance of women owned SMEs.  

This study concluded that innovation led to improved market share, quality of goods, volume 

of sales and increase product portfolio. The study also concluded that proactiveness enabled 

the organization to improve business growth and profits. There is also better business 

performance with higher risk taken.   This implies that behaviors associated with 

innovativeness, proactiveness and risk-taking when taken as an overall strategic may indeed 

help SMEs in Kenya to grow. Further, the results suggests that EO-oriented activities within 

an organization not only results in better performance but also assist owners of SMEs to 

make better decision regarding the choice of strategic resources acquired. The findings of this 

study add to our understanding on the relationship between EO and performance of SMEs 

and represent an important contribution to the body of knowledge in the field of 

entrepreneurship.  

Recommendations 

Based on the research findings and conclusion this study recommends that: 

(i)       SMEs need to embrace the entrepreneurial orientation dimensions, innovativeness, 

risk taking and proactiveness to increase business performance.  

(ii)   There is need for the Department of Micro and Small-Enterprise Development 

(DMSED) to consider in its blue print, facilitation of workshops and seminars for 

small and medium women entrepreneurs to sensitize them on the significance of 

these dimensions in business performance.  

          (iii)    Women entrepreneurs should be innovative and develop new products ahead of           

their competitors.  They should also be proactive by carrying out strategic 

environmental scans for new opportunities in the market.  
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 (iv)   Finally, women entrepreneurs need to consider risk-taking to effectively and        

successfully respond to the dynamic environments that require organizations to 

increase decision-making speed. 

 

Future Research 

Further studies may consider including other dimensions of EO notably autonomy and 

competitive aggressiveness.  

The study was only limited to women owned SMEs in Uasin Gishu County.  More research 

should be carried out in other counties in Kenya and could include youth entrepreneurs, male 

owned enterprises and large scale firms. Additionally, a comparative study could be done 

between male owned and female owned small and medium enterprise. 

 Factors that play a mediating role in the influence of entrepreneurial orientation on 

performance like munificence, dynamism and hostility should be in future studies. 
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