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Are Small and Medium Scale Enterprises (SMES)
In Sri Lanka Entrepreneurially Oriented? :
Evidence from Manufacturing SMEs in Western

Province

W.A.D .S.

Abstract- It is evidenced that the economic growth of developing
countries can be sustained by the expansion of private sector, as
they are the engine of growth. In that private sector small
business are playing a vital role becoming a part of the economic
growth. However, it is important to ensure the sustainability of
these small businesses. Amongst the different factors, many
scholars have argued that Entrepreneurial Orientation is one of
the salient factors which contribute to the performance of SMEs.
However, the recent literature provides contradictory findings
about the relationship between Entrepreneurial Orientation and
performance. Accordingly this study aimed at investigating the
level of Entrepreneurial Orientation (EO) of
owner (s)/manager(s) of SMEs and the relationship between EO
and business performance of manufacturing SMEs in Western
province. This study adopted deductive approach and used both
descriptive and inferential statistical tools in analyzing the
collected data. Findings revealed that the Entrepreneurial
Orientation (EO) among owner/managers of manufacturing
SMEs in Western province is at high level. Among the
dimensions of EO, innovativeness shows high influence on
business performance.

Keywords. Business Performance, Entrepreneurial Orientation,
Economic Growth, innovativeness, SMEs

I INTRODUCTION

Today SME sector spread worldwide plays a significale
in the economy (Philip, 2010 and Islam et, &011). At
present the vibrant SME sector is identified asirgf
growth playing a significant role in economic growt
innovation, employment generation and poverty rédaoc
(Stokes, 2003 and Prasad, 2004). According to #mkihg
survey done by International Finance CorporatidtCjl in

2006/2007 of the SME Market, in Sri Lanka, SMEst

constitute 80-90 percent of total establishmentd @0
percent of industrial value added and around 7@euerof
employment opportunities have been generated. &wuttie
contribution of SME sector has been increased fen
percent in 2010 to 52 percent in 2011(Ministry dfighce
and Planning, Annual Report, 2011).Several

factord-

Wijetunge

play a complementary role to large industries tgrosub-
contracting and facilitating the linkage betweer formal
and informal sector (Gamage, 2003). Thus as shosvn a
above, are very important. Some of the entrepréaeur
talents are described by Entrepreneurial orientafit© has
recently been recognized as one of the most impbrta
factors for a firm's growth and profitability. Reseh has
shown that high growth correlates with a firm's
entrepreneurial orientation. Hence, growth candsociated
with innovativeness, pro-activeness and risk-takiabavior

of the firm, which refers to an entrepreneurialeatation
(EO) dimension (Zainol and Ayadurai, 2011).
Entrepreneurial orientation (EO) has been a topimoch
debate in management and entrepreneurship literdaur
years (Zainol and Ayadurai, 2011).The relationdfgpween
EO and firm performance has been extensively désmlis
conceptually and empirically in previous studiesd an
majority were supported a positive relationship rfipkin
and Dess, 1996; Quince and Whittaker, 2003; LinQ80
Fairoz et al., 2010). It implies that the relationship among
various dimensions of EO and performance yield ohixe
results raising a question that does the EO pesjtior
negatively related with firm performance. Furthieere is a
dearth of literature between EO and business paece in
developing countries in Asia (Kiriri, 2005; Zain@nd
Ayadurai 2011). It is also evident that 85 perc@hSMESs
face significant survival challenges and more thém
percent fail within five years of startup (Asian &M
Summit, 2009). It implies that SMEs to be proactamd
innovative to face these challenges successfullijthereby

o ensure the long term survival. This study attempo
examine how EO can contribute to the performance of
SMEs. By analyzing the relationship between EGs $iiidy
provides useful insights to owner/managers
manufacturing SMEs in Western province to
entrepreneurially oriented in their businesses.

of
be

Research abjectives

influenced in the development of SMEs in Sri LankaThe objectives of the study are mentioned as falow

shortage of capital, less infrastructure, labouterisive
nature of the sector, potential to mobilize and ediv

financial resources in the economy, promote balkhnce

regional development, nurtures entrepreneuriahtaland
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. To investigate the level of Entrepreneurial
Orientation (EO) of owner(s)/manager(s) of SMEs
To identify the relationship between EO and
strategic planning and business performance of
SMEs

Il REVIEW OF LITERATURE

|EO refers to a firm’s strategic orientation, acipgrspecific

entrepreneurial aspects of decision-making stylesctices
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and methods (Lumpkin and Dess, 1996). They deflB@d (2010) also focused on entrepreneurial orientataord
dimensions as follows. business performance of twenty five manufacturinES in
« Autonomy: the independent action of an individualHambantota district in Sri Lanka in terms of inntiva,
or a team in bringing forth an idea or a vision angro-activeness and risk-taking. However the findiraye
carrying it through to completion contradictory with other studies and showed no iiggmt
« Innovativeness: a firm’s tendency to engage in, andrelationship among innovativeness, pro-activenessk-
support new ideas, novelty, experimentation, ant@king and overall EO with sales growth, profit, @ayment
creative process which may result in new productgrowth and owner/manager satisfaction. In an attetop
services, or technological processes. investigate the correlation of EO and firm perfonue of
« Risk Taking: Incurring heavy debt or making large services and manufacturing SMEs in Kuala Lumpusuits
resource commitments by seizing opportunities iguggested that there is a significant positive tiahip
the market place in the interest of high returns. ~ between EO and firm performance. Further, it shoted
«  Pro-activeness. Taking initiatives by anticipating innovativeness, pro-activeness and risk-taking play
and pursuing new opportunites and bysignificant role in firm performance (Zainol and @durai,
participating in emerging markets. 2011). Islamgt al., (2011) .re-cently exz?\mined the effect of
. Competitive Aggressiveness. A firm’s propensity to entrepreneurial ch:_;\ractenstlcs and firm charasties on
directly and intensely challenge its competitors tME Performance in Bangladesh found that entrejréaie
achieve entry or improve position to Outperfompharactenstlc; are 5|gn|f|cantly related to busmsuccgss.
industry rivals in the marketplace. Entrepreqegrlal orientation was one of the.entweal
Fairoz et al., (2010) also focused on entrepreneuria‘FharaCte”S“Cs considered in this study. An impatrtstudy
orientation in terms of innovativeness, pro-actassiand undertaken by Samarakoon and Jasek (2011), baséteon
risk-taking. In their study entrepreneurial oridita was SMES in Western province of Sri Lanka was aimedirid

consisted of same dimensions followed by Koufopsiito Ut the relationship of overall EO and each dimemsif EO
2010. The above Table 2.6 presents the indicatbis@ With the performance of SMEs. This study mainlyused
used by Fairozet al., (2010). This study found that 52 ©N three d|men5|ons of EO; Innovatlveness,.pro;felmess
percent SMEs reported moderate level of EO. Corisige and _nsk—tgkmg. The results found that there Egmificant
the above factors it is clear that both organizeticas well relationship between EO and overall performance.oAgn
as non-organizational factors affect the level thtegic the three dimensions, innovativeness has a signific
planning in different ways. Accordingly, owner/maea relationship W|th the overall performance. The perfance
characteristics, firm characteristics and Entregpeial Was measured in terms of Return on Investment (Rsalgs

Orientation together determine the level of striategPerformance and market performance. The analyzed th
planning in SMEs. relationship between overall EO and the each meastir

B. Entrepreneurial Orientation (EO) and Performance performance. Relationship between overall EO anch ea
: i i ] measure of performance was investigated. It wasddbat

The relationship between EO and firm performance hgnly significant relationship was found with respeo

been extensively discussed conceptually and erafifin  gyerall EO and ROI. However the strength of the

previous studies and majority were supported atipesi rejationship is not strong. It is apparent that islationship

relationship (Lumpkin and Dess, 1996; Quinceé angmong various dimensions of EO and performanced yiel

Whittaker, 2003; Lim, 2008; Fairoz et al., 2010)o8l of  mixed results raising a question that does the Eitigely

the subsequent studies were adopted all the dio1sir o negatively related with firm performance. Basedthe

several of them as per the requirement. Quince apflevious research findings the following hypothesis be

Whittaker (2003) investigated the relationship W EO  r9p0sed in this study for the empirical testing.

(innovativeness, pro-activeness and risk-taking)d any1:  There is a positive relationship between the

performance of 142 high-tech firms and found thathlpro-  Engrepreneurial Orientation and the business

activeness and innovativeness were weakly posftivel  performance

related to employment growth and innovativeness was

positively related to turnover growth. Lim (2008yestigate m METHODS

the relationship between EO and the performancé&3gf

service businesses. The model consisted of autonom . .

innovativeness, risk-taking and competitive aggvesess En_-treprgnﬂal Business Performance
and Competitive aggressiveness was identified asotity Mﬂ Annual sale_s

dimension of EO which has a significant impact te t Innovat_lveness — | Annual profit
performance. This means that the higher the E@rimg of Pro actlyeness Number of employees
competitive aggressiveness, the higher the perfocmaf Risk taking Market share .

the organization. Covin and Slevin (1989) as citgdLim Investment to the business

(2008) suggested that EO is related to performameeng
small firms in hostile environments. Lim (2008)
incorporated four dimensions; autonomy, innovatags; The above mentioned framework suggests EO as the
risk-taking and competitive aggressiveness andimpetl independent variable and Business performance es th
the positive relationship between EO and perforraancdependent variable. Further the study identifiely dhree
Consistently Hui Liet al., (2008) reconfirmed Lim's dimensions of EO and five measures for the business

findings employing all five dimensions of EO. Fairei al., performance.
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C. Operationalization of I ndependent Variables Gampaha and Kaluthara were identified separatelg an
aqelected the number of SMEs from each district
proportionately. Due to the practical limitatiorrgetsample
is limited to 275 manufacturing SMEs in Westernyimoe
randomly selected from the list of registered mantifring
SMEs in Department of Census and Statistics ofL&nka
by the end of 2011. 275 manufacturing SMEs cortisfe
124 SMEs from Colombo, 115 from Gampaha and 36 from
Kaluthara. Accordingly, were selected as the sarfgpi¢he
data collection covering 13 sub sectors of the rfaaturing
sector. Data will be collected through personally
administered questionnaire  distributed among 275
owner/managers who are the respondents in the sampl
Cronbach’s alpha values were calculated for EO and
business performance. Each dimension of the EO and
business performance indicated a value greater €han
Table 1: Indicators of Entrepreneurial Orientation Accordingly this indicates the internal consisterafythe
Variable Indicators questionnaire. However, 26 of SMEs were excludedesi
they were not in the operation, 38 of SMEs were not
contacted and did not give appointments for intam& and
11 questionnaires were incomplete. Accordingly,yca200
guestionnaires were utilized for data analysis Whicnsists
of 90 SMEs from Colombo, 84 SMEs from Gampaha ahd 2
SMEs from Kaluthara.

Lumpkin and Dess (1996) defined Entrepreneuri
Orientation as the firm’s strategic orientation,qaicing
specific entrepreneurial aspects of decision-maldtydes,
practices and methods. Since the majority of stuthave
used Innovativeness, Pro-activeness and Risk-takimg
study also focused on these three dimensions. @legant
indicators were adopted from Fairat al., (2010) and
measured through 5 point scale statements rangog f
“strongly agree” to “strongly disagree”. Then thevel of
EO of owner/managers is categorized as low, medinth
high. Accordingly, if the summated value rangesfr® to
20, from 21 to 32 and from 33 to 45, are categdrizg low
level of EO, medium level of EO and high level o©OE
respectively.

Innovativeness| Emphasis on Research and
Development

Introduction of new products
Changes to the current products
Pro-activeness| Imitativeness towards competitors
Imitativeness towards introducing

new products Table 2: Cronbach’s Alpha Statistics of Scales: Ril
Overall pOSitiOﬂ StUdy and Main StUdy
Risk-taking Willingness to take risk Scale No. of Cronbach's Cronbach’s
Dealing with uncertainty items alpha alsr:;\r?dgarlzfzig "
Exploring potential opportunities items
Source: Fairoz et al., (2010) Pilot Real | Pilot  Real | Pilot  Real

D. Operationalization of Dependent Variables test ftest fftest  test |test  test

Business performance of the firm and it was measure
through a combination of financial and non-finahcia| Entrepreneuri
measures including the annual sales growth, anpnadits al Orientation
growth, annual employee growth, market share ardnnovativenessf 3 3| 0766 075 0778 0.760
investment to the business. These performance blesia
were adopted from Pushpakumari & Watanabe (20Q9).
was found that most of SMEs in Sri Lanka does natRisk-taking 3 3 0.711 0.701 0.800 0.748
maintain financial reports properly and reluctant®
disclose the data even if available (Wijewardenaalet
(2004). Therefore the owner/managers were asked
indicate the trend of each of these indicators ruriast
three years as “Highly increased”, “Increased”, ‘tMoate”,
“Decreased” and “Highly decreased” using 5-poiraiec V. DATA ANALYSIS

E. Population, Sample and Sampling Method Data were analyzed through descriptive statistical

Population of the study consists of manufacturidES in ~ Measurements (such as mean, median, percentagess, ch
Western province of Sri Lanka. Due to, absence dyvariate  correlation) and inferential statistical
nationally accepted definition for the SMEs and th&easurementeere used to analyze the data and to test the
unavailability of adequate information, it is ddfilt to hypothesized relationshipsin general, bivariate and
identify an exact total population of the SMESs i [Sanka. multivariate statistical methods have to be adhdoethe
However, several institutions (DCS, IDB, EDB, Chanbf Statistical assumptions: Normality, Linearity,
Commerce etc.) provide various definitions. For finepose Multicollinearity and Homoscedasticity. Thereforéhet
of this study SMEs are defined as any establishsneating researcher conducted the Exploratory Data AnalfsizA)
more than five employees and less than 300 empioyiéss {0 test the data for the required staFist.icaI asminm; using
definition was also adopted by Wijewardatel., (2004) in recom_mend(_ad te_chnlques. The stat|st|_cal resulsatel that
their study. Further, the definiton of World Bariso there is no violation of above assumptions.

identifies the maximum no. of employees as 300SWIES.

Accordingly, operational population consists of 823MEs

based on the data base maintained by Departmelergus

and Statistics of Sri Lanka. SMEs in Each dist@otombo,

Pro-activeness 3 3 0.701 0.712 | 0.732 0.722

Business 5 5 0.838 0.801 | 0.853 0.831
performance

Source: Author compiled data (2012)
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Table 3: Multicollinearity Test of Independent Variables

Western Province

Table 4: The Personal Profile of the Owner/Managers

of Conceptual Framework Characteristic No.| Percentagé
of
Collinearity statistics SME
s
Variables Tolerance VIF Age of the 20-30 years > 3
owner/manager
31-40 years 45 23
Dimensions of Entrepreneurial Orientation 41-50 years 65 33
51-60 years 68 34
Innovativeness 0.650 1.539 61-70 years 17 7
More than 70 0 0
Pro-activeness 0.616 1.623 200 100
Gender of the Male 143 72
Risk-taking | 0.779 1.284 owner/manager Female 57 28
Source: Author compiled data (2012) 500 100
The_ researcher has tested for . independence and r Marital status of | Single a7 >3
multicollinearity to assert the independency of heag the _
predictor variables in the model and it was don@ubh owner/manager Married 153 74
tolerance and Variance Inflation Factor (VIF) vaueA 500 100
value near one indicates independence and closeerm
indicates a problem of multicollinearity. VIF vakishould | Highest Below GCE 1 1
be less than 10 as a rule of thumb to affirm the-violation | qualification of | Ordinary Level
of the assumption (Hair et al., 2009). Thereforer¢his no |the GCE Ordinary 16 8
serious multicollinearity between independent Jzlda. |owner/manager |Level
When testing for Homoscedasticity, the value of tuw GCE Advanceq 54 27
Watson test should be closer to 2 in order to intpé/ non- Level
violation of this assumption (Hair et al., 2009h€eTvalue of Certificate/Dipl 47 23
the Durbin-Watson test is 1.706 for the multiplgression oma
model, which indicates a non violation of this amsgtion. Professional 27 13
F. TheProfile Characteristics of SME Owner/Managers qualifications
The personal profile of the owner/manager of SME Graduate 50 25
contains age, gender, marital status, level of i, Post graduate 5 3
previous training and prior business experienceorgef 200 100
entering in to the current business. Majority ofg&tcent of Bravious training| Yes 122 61
owner/managers is in the age category of 51-60syed pafore entering
Further, 72 percent of them are males and 74%eshtare |inio the current No 8 39
married. As shown by the sample, as per the high€ p siness
educational qualification, 25 percent of them hpassed 200 100
GCE Advanced level examination. Considerably armo#%e
percent of them are graduates and 23 percent of tre | Prior experience | No 104 52
holding either certificate or diploma, whereas 8cpet have | before entering |, 9 48
obtained post graduate qualification into the current
business
200 100
Source: Survey data (2012)
G. Entrepreneurial  Orientation and  Business

23

Performance

The relationship between EO and business perforenams

examined in terms of overall performance and eaeasure

separately. Business performance was measured tiader
measures namely; annual sales, annual profits, el

growth, market share growth and investment to tn@ress

over last three years from 2009 to 2011.
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Table 5: Relationship between the Entrepreneurial @entation and Business Performance

Entrepreneurial

Orientation Overall Performance
Entrepreneurial Pearson Correlation 1 404
Orientation
Sig. (2-tailed) .000
N 200 200

** Correlation is significant at the 0.01 level {@iled).

Source: Survey data (2012)

positive correlation between

performance. More precisely higher the levels of lgter

the business performance of SMEs. Pearson comelatibusiness performance.
coefficient

is 0.404 at 0.0lsignificance
indicates a weak relationship between these twabis.

level, wohi

slowly. In addition to the overall relationship een EO

Since the p-value is less than 0.05, the alteredtjypothesis and business performance, the relationship betvesai
is accepted. Accordingly, it can be concluded thisrea dimension of EO and business performance was iigatet
the EO and businedy the Table 6. The results show that a positiaticnship
between innovativeness, pro-activeness and riskgadnd

However,

the

relationship

moderated with innovativeness, weak with pro-acibss

and risk-taking.

That means EO contributes the business performance
Table 6: Relationship between Dimensions of Entregneurial Orientation and Business Performance

Innovativeness Pro activenesy Risk taking
Overall Performanct Pearson Correlation 555" 404" 209"
Sig. (2-tailed) .000 .000 .003
N 200 200 200

** Correlation is significant at the 0.01 level {@ied).
Source: Survey data (2012)

Further, the relationship between overall EO antheaeasure of business performance was examingtebfollowing
Table 7.

Table 7: Relationship between Overall Entrepreneurl Orientation and each Measure of Business Perforamce

Annual sale§ Annual profits Employee Market share
during last | during last threq growth during | growth during Investment to
three years years last three yeard last three years the business
Entrepreneurial Pearson 175 394 481 190 151
Orientation Correlation
Sig. (2-tailed) .013 .000 .000 .007 .032
N 200 200 200 200 200

*. Correlation is significant at the 0.05 level tdlled).
**_Correlation is significant at the 0.01 leveH&iled).

Source: Survey data (2012)
According to the above table, there is a positiglationship between overall EO and the each meastifgusiness

performance (less than 0.05). Although the relatigmis positive, it cannot be found any strongtiehship. However, the
relationship between EO and employee growth shd@, which is closer to moderate (0.5) with respecither measures.
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Table 8: Relationship between Entrepreneurial Orietation Dimensions and Business Performance Indicats

Annal Employee | Matket share
Anmual sdes | profits arowth growth
durnglast | dunnglast | dunnglast | dunnglag | Investmentto
three years | three years | three years | three years | the business
Innovativeness  Pearson 303" 373 343 3007 467" |
Correlation
Sig (2-tailed) 000 000 000 000 000
N 200 200 200 200 200
Pro-activeness Pearson U0 8 EITh 226 240" |
Correlation
S1g. (2-tailed) 001 000 000 001 o1
N 200 200 200 200 200
Risktaking  Pearson 100 182" 196" 010 23]
Correlation
Sig (2-tailed) | 161 010 005 | 890 002
N 200 200 200 200 200

**_Correlation is significant at the 0.01 leveHailed).
*, Correlation is significant at the 0.05 leveltdled).

Source: Survey data (2012)
The above table presents the correlations betwitaret

Table 9: Multiple Regression Analysis — Dimensionsf
Entrepreneurial Orientation and Business Performane

dimensions of EO and different measures of busing
performance. Results show that innovations and pr|

activeness are significantly related with all periance
variables at 0.01 (P=.000<0.05). However, risk rigkis
significantly related only with profits growth, etopee
growth and investment to the business. Notably tadling
is negatively related with market share growth. idoer, it

Model Unstandardized | Standardized
Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 8.413 1.198 7.023| .000
Innovativenesy .620 .092 491 6.725| .000
Pro-activenesy .212 113 141 1.884| .061
Risk taking -.070 .108 -.043 .647 | .518

is not significant. Subsequently multiple regressimalysis
was carried out to identify which dimension of E@ui
affect significantly on the business
significantly. Multiple regression results show tththe
coefficient of determination (R2) is 0.310 (Adjubtdr
Square=0.310). It denotes that only 31 percentaniation
on business performance is explained by this maitalthe
standardized beta values of 0.491, 0.141 and 0.U48.
significance value shown by the ANOVA table is I¢isan
0.05 (P-value>0.000), which indicated that overatbdel
applied is significantly good enough in predictirtge
outcome variable of business performance. Withresiee
to the below Table 9,
innovativeness, pro-activeness and risk-taking. fdwmults
show that the p-values of pro-activeness (.061) @asid
taking (.518) are greater than 0.05 except innwgatss
(.000). Therefore it can be concluded that
innovativeness has a significant
performance.

25

Source: Survey data (2012)
The multiple regression equation can be derivefolimys.

performanceBusi ness

performance=8.413+0.491(I nnovativeness)+0.141(Pro-
activeness)-0.043(Risk taking)

The researcher is interested to investigate theraaif the
Entrepreneurial Orientation among the manufactuB8MEs

in Western province. Survey data reveals that 1IMES
have high EO, 83 of them have medium EO and 13 have
low EO. The above hypothesis was tested using camg w
Analysis of Variance (ANOVA). Accordingly, majoyitof
owner(s)/manager(s) of manufacturing SMEs in Waester

independent ~ variables arﬁrovince demonstrate high EO.

Source: Survey data (2012)

only
impact on business
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Table 10: ANOVA — Entrepreneurial Orientation and
Business Performance

Sum of Mean

Squares| df Square| F Sig.
Between| 140.120| 2 70.060 | 10.71| .000
Groups 8
Within | 1287.759 197 6.537
Groups
Total 1427.874 199

According to the above Table 10, the significanatue of
the ANOVA is 0.000 (P-value>0.05). It reveals tliatre
are statistically significant differences betweewnels of EO
in terms of business performance. That is the lessin
performance of SMEs would differ with the differdavels

of EO of owner(s)/manager(s). The Turkey HSD teasw

used to identify the performance differences amtnge
groups of EO. Accordingly, the significant perfommea
differences can be found between medium and highpy
(p-value=.000) and low and high groups (p-value)Oid
terms of EO.

V. DISCUSSION AND CONCLUSION

ISSN: 2394-0913, Volume-1 Issue-3, December 2014

The analyzed level of Entrepreneurial OrientatideO)
concludes that the majority of owner(s)/manageri(s)
manufacturing SMEs in Western province exhibit ghhi
level. Furthermore, the study revealed that theie positive
relationship between the EO and business perforenaific
manufacturing SMEs in Western province. That means
higher the EO among owner(s)/manager(s) higher the
business performance of manufacturing SMEs in Wieste
province and among the dimensions of EO, innovatgs
is relatively important in predicting the business
performance. Among the five measures of business
performance EO mainly contributes for the employee
growth. The findings of the study reveal that ination is
significant among the three dimensions of EO usethiis
study. In line with the literature most of the daslhave
incorporated these three dimensions and proved that
innovativeness important. Accordingly it implies ath
researchers need to investigate new dimensionamous
aspects of EO to develop it.
VL. LIMITATIONS AND RECOMMENDATIONS
FOR FURTHER RESEARCH

The limitations of this study can be discussed agextual

The relationship between the level of Entrepreruriand conceptual. The results of this study mushberpreted

Orientation (EO) of owner-managers of SMEs and rimss

in the light of obvious limitations. One limitatias that the

performance is inconclusive in the recent literatur research is constrained by the vastness of SMBrsaotd

Therefore this relationship was empirically testéa
manufacturing SMEs in Sri Lankan context. The firgdi of
the present study revealed that there is a podititenveak
relationship between EO and business performari@z.
Further, only moderate relationship could be foimterms
of innovativeness (.550) and weak relationshipsh vaito-
activeness (.404) and risk taking (.209). Furtherwas
found that innovativeness is only significant iregicting
the business performance of the manufacturing SKEs

the limited time availability. Therefore this studyas
confined to manufacturing SMEs in Western provinogy.
Sample size was another limitation of the study.
Nevertheless, the results were also subject tdirthimtions
commonly associated with the questionnaire method.
Conceptual limitations consist of definitions ofrfeemance
and Entrepreneurial Orientation. For the purposethid
study EO, it was defined in terms of three dimensjo
innovativeness, pro-activeness and risk taking wedwer

Western province. The relationship of EO with eacBusiness performance using five measures. Furthere

measure of performance also shows a significanttipes
relationship. However, except with employee growttie
relationship with other four performance measufesnsa
weak relationship. On the other hand innovativeremsd
pro-activeness have significant positive relatigmshith all
performance measures whereas risk taking showsisant
positive relationship only with profits growth, elopee

growth and investment to the business. The business

performance significantly differs among the levelsEO
(high, medium and low). The findings of the presstudy
are consistent with the findings of Quince and \tékitr
(2003), Lim (2008), Hui Liet al., (2008), Zainol and

are some factors such as firm size, uncertaintychvhi
mediate the EO-performance relationship. Those atied;
factors were not considered in this study. In addito that,
there are limitations in relation to the operatiothefinition

of SMEs. In this study SME was defined based on onle
criteria; no. of employees. Accordingly the followgi
recommendations can be made for future research.

The present study mainly focused on the relatignshi
between EO and business performance of manufagturin
SMEs in Western province of Sri Lanka, which can be
recommended to other provinces in Sri Lanka.

. In defining EO autonomy and competitive

Ayadurai (2011) and Samarakoon and Jasek (2011je Moyggressiveness can be incorporated in additionbvea

importantly Samarakoon and Jasek (2011) have tehkted
relationship between EO and performance with rdspec
Sri Lankan SMEs. The results of the present stuhfian
that of Samarakoon and Jasek (2011). One posshkon
for this may be the fact that if an individual pess
entrepreneurial characteristics that person ha®agsdesire

three measures. There may be many measures casjori
under financial (Net profit, Return on investmeats.) and
non-financial (objectives achievement level,
manager/employee/customer satisfaction etc.). Afiagly,
another prospect for further research lies in tkednto
develop more tools to define EO and business peefoce

and courage to drive the business toward the ssiccegng validate the relationship which is investigatecthis

However, the findings of Fairozet al.,, (2010) are
contradictory with other studies and showed no iBaant
relationship among innovativeness, pro-activenessk-
taking and overall EO with sales growth, profit,dayment
growth and owner/manager satisfaction.

26

study.

. Obviously the scope of the study was limited to
manufacturing SMEs in Western province. Howevers th
study is possible to extend to other industries fi&tail and
trade sectors and examine the differences among.the
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Similarly the performance differences can be exawhin
among the three districts in the Western province.
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