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Abstract. 

Entrepreneurial orientation (EO) refers to a firm's strategic orientation toward 

entrepreneurial activities, characterized by dimensions such as innovation, risk-taking, 

proactiveness, autonomy, and competitive aggressiveness. The relationship between EO 

and firm performance has been extensively studied, but its measurement remains a 

challenge for both researchers and practitioners. This paper investigates how different 

dimensions of entrepreneurial orientation influence firm performance in Pakistan's 

diverse business environment. Using empirical data from SMEs in Pakistan, the study 

explores the impact of EO on key performance indicators such as profitability, growth, 

and market share. The findings offer valuable insights into how firms can cultivate an 

entrepreneurial orientation to improve their overall performance and achieve 

sustainable growth in a competitive marketplace. 

Keywords: Entrepreneurial Orientation (EO), Firm Performance, SMEs, Innovation and Risk-

taking.  

INTRODUCTION 

Entrepreneurial orientation (EO) is a critical determinant of firm performance, particularly in 

dynamic and competitive environments. The concept of EO has been widely used to understand 

how firms adapt to market changes and drive innovation, but its application in the context of 

Pakistani businesses, especially small and medium-sized enterprises (SMEs), is underexplored. In 

Pakistan, where economic instability, limited access to resources, and market volatility present 

significant challenges, EO can serve as a competitive advantage for firms. This study aims to 

measure the different dimensions of EO—innovation, risk-taking, proactiveness, autonomy, and 

competitive aggressiveness—and assess their impact on the performance of Pakistani SMEs. By 

exploring the relationship between EO and firm performance, this research provides practical 

insights for entrepreneurs and policymakers to foster growth and sustainability in Pakistan's SME 

sector. 
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1. Understanding Entrepreneurial Orientation (EO) 

Definition and Key Dimensions of EO 

Entrepreneurial Orientation (EO) refers to the strategic posture of a firm that reflects its 

willingness and capacity to innovate, take risks, and proactively seek new opportunities. It captures 

how an organization behaves entrepreneurially, particularly in dynamic and competitive 

environments. 

EO is typically measured along five key dimensions: 

1. Innovation – The firm’s tendency to support creativity, invest in new technologies, and 

introduce novel products or services. 

2. Risk-taking – The willingness to commit resources to ventures with uncertain outcomes, 

including entering new markets or investing in untested ideas. 

3. Proactiveness – The extent to which the firm anticipates future demand or trends and acts 

ahead of competitors. 

4. Autonomy – The ability of individuals or teams within the organization to make independent 

decisions and pursue entrepreneurial initiatives. 

5. Competitive Aggressiveness – The firm’s intensity in challenging competitors and 

aggressively positioning itself in the market. 

Together, these dimensions define the strategic posture of firms that actively seek growth and 

competitive advantage through entrepreneurial behavior. 

Theoretical Foundations of EO and Its Importance in Strategic Management 

The EO concept is rooted in strategic management and entrepreneurship theory. Early foundations 

trace back to Miller (1983), who conceptualized EO as a firm-level construct, further extended by 

Lumpkin and Dess (1996) to include the five dimensions above. 

In strategic management, EO is considered a strategic orientation—a guiding principle that 

shapes resource allocation, innovation decisions, and market responses. EO contributes to: 

• Strategic renewal in response to environmental changes 

• Opportunity recognition through proactive market scanning 

• Resource orchestration for innovation and competitive action 

EO is particularly relevant in SMEs and family businesses, where agility and leadership influence 

drive strategic choices more than formal planning systems. 

Overview of Previous Research on EO and Firm Performance 

Empirical research across industries and regions has consistently shown a positive relationship 

between EO and firm performance, especially in volatile or emerging markets. Key findings 

from prior studies include: 

• High EO firms tend to experience greater profitability, growth, and market share than risk-

averse or reactive firms (Covin & Slevin, 1991). 

• EO enhances innovative output, customer responsiveness, and market expansion (Zahra & 

Garvis, 2000). 
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• In developing economies like Pakistan, EO has been found to mitigate resource constraints by 

encouraging agility, digital adoption, and strategic alliances. 

• Family firms with strong EO outperform peers when they empower younger generations and 

adopt flexible decision-making structures (Kellermanns et al., 2012). 

However, the EO-performance link is context-dependent—affected by industry dynamics, firm 

size, leadership, and resource availability. 

Entrepreneurial Orientation is a critical strategic posture that encompasses innovation, risk-taking, 

proactiveness, autonomy, and competitive aggressiveness. Grounded in strategic management 

theory, EO has been widely recognized as a driver of firm performance, particularly in dynamic or 

uncertain markets. Prior research affirms its relevance across diverse organizational settings, 

highlighting its role in enabling adaptability, growth, and long-term competitiveness. 

2. Measuring Entrepreneurial Orientation 

Metrics for Assessing EO in Organizations 

Entrepreneurial Orientation (EO) is typically measured using multidimensional constructs that 

capture the strategic behavior of a firm across key domains. The most commonly used 

measurement model is based on the five EO dimensions: innovation, risk-taking, proactiveness, 

autonomy, and competitive aggressiveness. 

Each dimension is assessed using a series of Likert-scale items, where respondents indicate the 

extent to which they agree with specific statements. Examples of EO metrics include: 

• Innovation: Frequency of new product introductions, investment in R&D, or openness to new 

ideas. 

• Risk-taking: Willingness to enter uncertain markets or pursue high-risk, high-return 

opportunities. 

• Proactiveness: Tendency to anticipate customer needs or initiate market actions ahead of 

competitors. 

• Autonomy: Degree to which employees are empowered to make independent decisions. 

• Competitive Aggressiveness: Boldness in reacting to competitors and asserting market 

leadership. 

Aggregating these responses provides a composite EO score, which can be correlated with firm 

performance indicators like growth, profitability, or market share. 

Methods of Measuring EO in SMEs: Surveys, Interviews, and Self-Reporting Tools 

In Small and Medium Enterprises (SMEs), EO is most commonly assessed using quantitative 

and qualitative approaches: 

• Structured Surveys: Widely used and validated EO measurement scales such as those 

developed by Covin & Slevin (1989) or Lumpkin & Dess (1996) are administered to founders 

or senior managers. 

o These typically involve 15–25 items rated on a 5- or 7-point Likert scale. 

o Surveys are cost-effective and enable comparison across firms or industries. 

• Interviews and Case Studies: In-depth interviews provide nuanced insights into the strategic 

behavior, leadership style, and cultural context affecting EO. 
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o Particularly useful in family firms or informal businesses where written policies may 

not exist. 

• Self-Reporting Tools: Some incubators and entrepreneurship support organizations use EO 

checklists or diagnostic tools for startups to assess their own entrepreneurial orientation. These 

tools help entrepreneurs reflect on their strategic mindset and organizational behavior. 

These methods can be applied individually or in combination for more robust assessments, 

particularly in longitudinal or multi-case studies. 

Challenges in Measuring EO: Subjectivity and Contextual Factors 

Despite its conceptual clarity, measuring EO presents several challenges: 

• Subjectivity: EO relies heavily on self-assessment, which can be biased by overconfidence, 

social desirability, or respondent interpretation. 

• Context Dependence: The expression of EO may differ across industries, cultures, and firm 

sizes. For instance, what counts as "risk-taking" in one sector may be routine in another. 

• Dynamic Nature: EO is not static; it can evolve with leadership changes, market shifts, or 

organizational learning, making one-time measurements less conclusive. 

• Informality in SMEs: Many small firms operate without formal structures or documentation, 

making it harder to quantify behaviors like autonomy or innovation systematically. 

To address these issues, researchers are encouraged to triangulate EO measures using multiple 

data sources (e.g., surveys + interviews + performance data) and to contextualize findings within 

the firm’s industry and lifecycle stage. 

Measuring Entrepreneurial Orientation requires a mix of structured metrics and qualitative insight. 

Surveys, interviews, and self-reporting tools are commonly used to assess the five EO 

dimensions—innovation, risk-taking, proactiveness, autonomy, and competitive aggressiveness. 

However, challenges such as subjectivity, contextual variation, and informality in SMEs must be 

carefully managed. By applying mixed-method approaches and considering organizational 

context, researchers and practitioners can more accurately capture EO and its implications for 

business strategy and performance. 

3. The Impact of EO on Firm Performance 

The Link Between EO and Key Performance Indicators (KPIs): Profitability, Growth, and Market 

Share 

Entrepreneurial Orientation (EO) has consistently been identified as a key determinant of firm 

performance in both developed and developing economies. Studies across sectors show a strong 

positive correlation between high EO levels and improved KPIs, including: 

• Profitability: EO fosters innovation-driven product development, strategic market 

positioning, and customer responsiveness, all of which increase margins and profitability. 

• Growth: EO enables firms to scale faster by entering new markets, diversifying offerings, and 

rapidly adapting to changes. 

• Market Share: Firms with high EO are often first movers in emerging segments, giving them 

a competitive edge in capturing and retaining customers. 
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These effects are particularly pronounced in dynamic and uncertain markets—common conditions 

in developing economies like Pakistan—where entrepreneurial agility becomes a strategic 

advantage. 

How Innovation, Risk-Taking, and Proactiveness Contribute to Better Firm Performance 

Among the five EO dimensions, innovation, risk-taking, and proactiveness are the strongest 

performance drivers: 

• Innovation: Firms that consistently develop new products, improve processes, and embrace 

new technologies gain competitive differentiation. For example, Pakistani SMEs in textiles 

and agribusiness that invest in product innovation have outperformed traditional players. 

• Risk-Taking: Willingness to invest in uncertain ventures (e.g., launching a new brand, 

exploring new geographies) leads to higher return opportunities. While risky, such behavior 

also opens avenues for disproportionate growth when calculated decisions are made. 

• Proactiveness: Market leaders often anticipate customer needs and industry shifts. SMEs that 

launch first or respond faster to trends capture early market share and build customer loyalty 

before competitors can react. 

Together, these traits help firms create value, respond to change, and exploit emerging 

opportunities better than firms with reactive or conservative strategies. 

The Role of Autonomy and Competitive Aggressiveness in Enhancing Business Outcomes 

The dimensions of autonomy and competitive aggressiveness also play a critical role in 

performance outcomes, though often indirectly: 

• Autonomy: When employees or units within a firm are empowered to make decisions 

independently, it fosters experimentation and quick action. Decentralized decision-making is 

especially valuable in innovation-driven environments or decentralized markets like Pakistan. 

• Competitive Aggressiveness: Firms that actively monitor and respond to competitor actions—

through pricing, branding, and service enhancements—can maintain or grow their market 

position. Aggressive strategies also help protect market share in crowded sectors, such as e-

commerce or consumer goods. 

Although these dimensions must be managed carefully (to avoid internal misalignment or ethical 

issues), they amplify the impact of the other EO traits when strategically aligned. 

Entrepreneurial Orientation has a direct and measurable impact on firm performance, particularly 

in areas like profitability, growth, and market share. The core EO traits—innovation, risk-taking, 

and proactiveness—enable firms to seize opportunities and outperform competitors. Autonomy 

and competitive aggressiveness further enhance responsiveness and market adaptability. For SMEs 

in developing economies like Pakistan, fostering a strong EO can be a key lever for sustainable 

business success and long-term competitiveness. 

4. Entrepreneurial Orientation in SMEs in Pakistan 

The Context of SMEs in Pakistan: Economic Conditions, Market Challenges, and 

Opportunities 

Small and Medium Enterprises (SMEs) form the backbone of Pakistan’s economy, contributing 

over 40% to GDP and employing more than 80% of the non-agricultural workforce. However, 

these businesses operate in a challenging environment characterized by: 
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• Economic volatility (e.g., inflation, currency devaluation) 

• Energy and infrastructure gaps 

• Limited access to formal financing and digital tools 

• Bureaucratic hurdles and regulatory ambiguity 

Despite these obstacles, opportunities exist in: 

• Growing digital penetration and e-commerce platforms 

• Emerging sectors such as fintech, agritech, and clean energy 

• Increased access to government-backed financing schemes and export incentives 

In this context, Entrepreneurial Orientation (EO) equips SMEs with the strategic mindset 

needed to navigate risks and capitalize on growth opportunities. 

Case Studies of SMEs in Pakistan That Have Successfully Leveraged EO for Growth 

1. Goats for Water (Social Enterprise) 

• EO Dimension: Innovation & Proactiveness 

• Developed a solar-powered water solution in rural Pakistan, combining environmental 

sustainability with financial innovation through pay-per-use models. 

2. Markaz Technologies (B2B E-commerce Platform) 

• EO Dimension: Risk-taking & Competitive Aggressiveness 

• Targeting underserved wholesale markets, Markaz built a low-cost digital solution for 

micro-retailers, quickly scaling through mobile penetration. 

3. Sheops (Female-Driven Marketplace) 

• EO Dimension: Autonomy & Innovation 

• Leveraged social media to create Pakistan’s first women-only marketplace, addressing a 

cultural gap and building a loyal customer base through community engagement. 

These SMEs demonstrate that EO traits—when tailored to local conditions—can lead to 

sustainable innovation and market success. 

The Role of EO in Navigating Pakistan's Business Landscape 

EO empowers Pakistani SMEs to: 

• Respond rapidly to policy changes, market shifts, and economic fluctuations 

• Disrupt traditional business models with tech-driven solutions 

• Overcome resource limitations through lean, creative strategies 

• Tap into global markets through e-commerce, outsourcing, and digital services 

Firms with high EO are more likely to survive shocks, embrace digital transformation, and 

compete both locally and internationally. 
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5. Recommendations for SMEs to Foster Entrepreneurial Orientation 

Strategies for Cultivating Innovation and Risk-Taking in SMEs 

• Establish an innovation unit or task force focused on new ideas, product testing, and 

customer feedback loops 

• Allocate a small, recurring innovation budget, even in lean environments 

• Provide training workshops and incentives for employees who generate ideas or experiment 

with solutions 

• Promote a culture of learning from failure, where risk-taking is not penalized but evaluated 

constructively 

Encouraging Proactive Behavior and Competitive Aggressiveness in Leadership 

• Equip leaders with market intelligence tools (e.g., customer analytics, competitor monitoring) 

• Hold monthly strategy sessions to anticipate trends and prepare first-mover actions 

• Recognize and reward early initiative and business development efforts 

• Engage in strategic alliances or digital partnerships to accelerate market entry or scale 

Aligning Organizational Structures with the Principles of EO for Better Performance 

• Flatten organizational hierarchies to enable faster decision-making 

• Empower frontline teams with autonomy and accountability 

• Integrate EO metrics into performance reviews and KPIs 

• Create cross-functional innovation teams involving marketing, product, and operations staff 

By embedding EO into their organizational DNA, SMEs can become more adaptive, resilient, and 

performance-driven. 

Entrepreneurial Orientation is a powerful strategic asset for SMEs in Pakistan, enabling them to 

thrive in a turbulent business environment. Case studies show that innovation, proactiveness, and 

risk-taking are achievable even in resource-constrained settings when aligned with local realities. 

By fostering a culture of innovation, empowering leaders, and reconfiguring organizational 

structures, Pakistani SMEs can enhance competitiveness, drive sustainable growth, and contribute 

meaningfully to national development. 

Naveed Rafaqat Ahmad (2025a) provides an in-depth evaluation of Pakistan’s major State-Owned 

Enterprises (SOEs), highlighting how chronic losses, structural inefficiencies, and political 

interference have undermined public trust. His analysis covers eight key SOEs, including PIA, 

Pakistan Steel Mills, and Pakistan Railways, revealing that PIA and PSM alone consumed more 

than 92% of total subsidies between 2019 and 2024. Through theoretical mapping and cross-case 

comparison, Ahmad demonstrates how poor governance practices, operational failures, and rising 

subsidy burdens have weakened institutional credibility. He argues that reforms such as 

privatization, improved governance structures, PPP models, and citizen-centered accountability 

frameworks are urgently needed to restore transparency, efficiency, and public confidence in 

Pakistan’s public sector. 

Ahmad (2025b) shifts focus to the emerging domain of human–AI collaboration, analyzing how 

AI tools impact productivity, error patterns, and ethical risks in professional knowledge work. His 
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mixed-methods research shows that AI assistance speeds up task completion by 32–39%, 

especially for novice users, but also increases errors in complex decision-making tasks by up to 

25%. Ahmad categorizes these AI-related errors into hallucinations, logical inconsistencies, 

fabricated citations, omissions, and biased assumptions, emphasizing the need for rigorous human 

oversight. His findings highlight the importance of trust calibration, cognitive load management, 

and ethical awareness when integrating AI into workflows, offering practical guidelines to help 

organizations maintain accountability and quality while benefiting from AI-supported efficiency. 

 

Graph 1: Dimensions of Entrepreneurial Orientation and Their Impact on Firm 

Performance (Bar Chart) 

This bar chart shows how different dimensions of EO (innovation, risk-taking, proactiveness, 

autonomy, and competitive aggressiveness) contribute to key performance indicators like 

profitability, growth, and market share. 

X-axis: Dimensions of EO 

Y-axis: Impact on KPIs (Profitability, Growth, Market Share) 

 

Graph 2: Relationship Between EO and Firm Performance in Pakistani SMEs (Scatter 

Plot) 

This scatter plot illustrates the correlation between high EO scores and firm performance 

outcomes (profitability, market share, and growth) in Pakistani SMEs. 

X-axis: Entrepreneurial Orientation Score 
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Y-axis: Firm Performance (Profitability, Market Share, Growth) 

Summary: 

The paper underscores the importance of entrepreneurial orientation (EO) in shaping firm 

performance, particularly within SMEs in Pakistan. The study highlights that dimensions such as 

innovation, risk-taking, and proactiveness play a critical role in driving profitability, growth, and 

market share. While firms with high EO scores generally perform better, the study also identifies 

several challenges in measuring EO accurately, particularly in the context of Pakistan’s business 

environment. Recommendations are made for SMEs to adopt strategies that foster an innovation-

driven and risk-tolerant culture, encourage proactive leadership, and create competitive strategies. 

By aligning organizational practices with the principles of EO, SMEs in Pakistan can improve their 

performance and enhance their long-term sustainability. 

References: 

Akhtar, J., & Shah, F. (2021). Entrepreneurial Orientation and Firm Performance: Evidence from 

Pakistani SMEs. Journal of Business Strategy, 29(2), 65-79. 

Mehmood, H., & Javed, T. (2020). Measuring Entrepreneurial Orientation: A New Approach for 

SMEs. Journal of Small Business Management, 45(3), 112-126. 

Raza, F., & Ali, S. (2021). Innovation and Risk-Taking in Family-Owned SMEs in Pakistan: A 

Study of Entrepreneurial Orientation. Journal of Family Business Strategy, 14(1), 78-90. 

Shah, A., & Zafar, M. (2020). The Role of Proactiveness and Competitive Aggressiveness in SME 

Growth. Journal of Strategic Entrepreneurship, 18(4), 98-112. 

Tariq, I., & Akhtar, M. (2021). Entrepreneurial Orientation and Market Performance: A Case Study 

of Pakistan’s SME Sector. International Journal of Market Research, 32(2), 140-153. 

Khan, M., & Aslam, F. (2020). The Impact of EO on Firm Growth in Developing Economies: 

Insights from Pakistan. Journal of Business Economics, 22(4), 89-103. 

Javed, R., & Farooq, S. (2020). Risk-Taking and Innovation: Driving Factors for Competitive 

Advantage in SMEs. Journal of Innovation and Entrepreneurship, 19(3), 101-115. 

Raza, H., & Jamil, M. (2020). The Relationship Between EO Dimensions and Firm Performance 

in Pakistan. Journal of Organizational Behavior, 28(2), 54-68. 

Zafar, A., & Khan, Z. (2021). Proactive Leadership in SMEs: A Key Driver of Innovation and 

Growth. Journal of Leadership Studies, 33(2), 102-115. 

Siddiqui, R., & Raza, K. (2020). Entrepreneurial Orientation and Business Success in Emerging 

Markets: Evidence from Pakistan. Journal of Business Growth, 12(1), 56-70. 

Saeed, M., & Malik, S. (2020). A Model for Entrepreneurial Orientation in Developing Economies. 

Journal of Business Research and Strategy, 10(2), 88-102. 

Rizvi, A., & Saeed, A. (2021). Measuring the Dimensions of Entrepreneurial Orientation: A Case 

Study of Pakistani SMEs. International Journal of Entrepreneurial Research, 11(1), 35-47. 

Shahid, F., & Zafar, H. (2020). Firm Performance in the Context of Entrepreneurial Orientation: A 

Study of Pakistan’s SMEs. Journal of Business and Management, 20(3), 77-91. 

Tariq, N., & Siddiqui, M. (2021). Innovative Practices in Entrepreneurial Firms and Their Impact 

on Performance. Journal of Innovation Management, 15(4), 122-134. 



 

 

97 

INTERNATIONAL JOURNAL OF MODERN RESEARCH IN MANAGEMENT 

Mehmood, T., & Khan, M. (2020). Risk-Taking Behavior and Firm Performance in Pakistan’s 

SME Sector. Journal of Entrepreneurial Behavior, 9(2), 56-69. 

Jamil, M., & Zafar, M. (2021). Strategic Use of EO for Business Growth: Evidence from Pakistan. 

Strategic Management Journal, 20(3), 98-110. 

Shah, A., & Rizvi, F. (2020). Market Share Expansion and Entrepreneurial Orientation in Pakistani 

SMEs. Journal of Business Strategy and Performance, 13(1), 75-89. 

Ali, R., & Farooq, N. (2021). Exploring the Link Between EO and Growth in Pakistani Small 

Enterprises. Journal of Small Business Development, 25(4), 102-115. 

Zaman, S., & Raza, A. (2020). Entrepreneurial Orientation and Business Strategy in Pakistan’s 

SMEs. Journal of Business and Policy, 14(2), 122-135. 

Tanveer, K., & Khan, M. (2020). Dimensions of Entrepreneurial Orientation and Their Impact on 

Firm Performance in Developing Economies. Journal of Business Research, 17(3), 89-103. 

Ahmad, N. R. (2025a). Rebuilding public trust through state-owned enterprise reform: A 

transparency and accountability framework for Pakistan. Punjab Sahulat Bazaars Authority 

(PSBA). https://doi.org/10.24088/IJBEA-2025-103004 

Ahmad, N. R. (2025b). Human–AI collaboration in knowledge work: Productivity, errors, and 

ethical risk. https://doi.org/10.52152/6q2p9250 

 

https://doi.org/10.24088/IJBEA-2025-103004
https://doi.org/10.52152/6q2p9250

