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ABSTRACT

This study aims to analyze the effect of entrepreneurial orientation on business
performance of SMEs in Nay Pyi Taw and examine the moderating effect of education
and work experience on the relationship between entrepreneurial orientation and business
performance of SMEs. The primary data are collected from 119 people from SMEs in Nay
Pyi Taw by using structured questionnaires. Linear regression is done in order to analyze
the data. The study reveals that all entrepreneurial orientations: innovativeness,
proactiveness, and risk taking have a strong positive effect on business performance of
SMEs. Among three entrepreneurial orientations, risk taking is the main determinant of
performance of SMEs in Nay Pyi Taw. The study also shows that education has a partial
positive moderating effect on relationship between risk taking and business performance.
Furthermore, work experience has a partial effect on the relationship between risk taking
and business performance. It also has a partial effect on the relationship between
proactiveness and business performance. SMEs should take some calculated risk rather
than to survive in the comfort zone. Government should encourage SMEs by arranging
the relevant training in order to take a risk for their business success. Government also
should encourage SMEs by arranging the relevant training in order to manage and accept
a change risk for their business success. To keep up with these changing environments,
SMEs should apply risk management techniques in their business strategy, not only to
mitigate potential loss but also to exploit new business opportunities arising from
sustainability.
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CHAPTER 1
INTRODUCTION

Small and medium enterprises (SMEs) are essential tools for Myanmar economic
restructuring. Even so, the contribution of SMEs towards job creation, increase trade, and
thus GDP is also significant. Currently, the government focuses on developing SMEs and
cultivating existing SMEs to become large industries, as well as on environmental
sustainability, which includes social, economic, and environmental development. To
recognize such challenges, it is necessary to create an environment for businesses,
including SMEs, can grow, sustain, and prosper.
Myanmar, like many other developing countries, recognizes the importance of
SMEs and believes that they play a critical role in the country's economic progress and
poverty reduction. SMEs account for 99.4% of all businesses in Myanmar. In ASEAN
member states, SMEs account for 50-95 percent of employment and contribute 30-53
percent of GDP in Myanmar. Currently, the government acknowledges that SME
entrepreneurship will shape the country's future economic development. As a result, the
government devotes special attention to the development of SMEs and encourages
existing SMEs to grow into much larger and more sustainable enterprises in terms of
social, economic, and environmental development.
SMEs are non-subsidiary, self-sufficient businesses with less than 500 employees.
In Myanmar, the most common upper limit for a SME is 250 employees. SMEs
encourage private ownership and entrepreneurial abilities, are adaptable to changing
market demand and supply situations, create jobs, help diversify economic activity, and
contribute significantly to exports and trade. To be able to compete globally, you must
improve productivity, quality, and management. SMEs will benefit greatly from access to
investors and trade finance. Changes in the environment, on the other hand, produce more
uncertainty in SMEs than in large corporations. Their resources for gathering market
knowledge and altering the path of the business are more constrained. In SMEs, the
response to environmental changes differs from that of large corporations. Large
corporations may even abandon one of their business segments, but a single-company
corporation is unlikely to do so. The businesses response options are constrained by their
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resources and strategic decisions, as well as the opportunities provided by their industry
and location.
As according Barazandeh et al. (2015), early-stage businesses have different
export rates than later-stage entrepreneurs. Entrepreneurial competencies have such a
favorable influence on a company's performance. Entrepreneurs' personalities are vastly
different from those of early-stage entrepreneurs. The ability of an entrepreneur to foresee
the performance of a company is a powerful tool. As a result, the entrepreneur is in
charge of putting these variables together to produce value.
The entrepreneur can employ attitudes and abilities that contribute to the
achievement of effective small-business results. The quality of an entrepreneur's
performance influences whether capital expands quickly or slowly, and if this growth
incorporates innovation and change, such as the creation of new goods and manufacturing
procedures. According to Erikson (2002), entrepreneurial orientations are drivers of
company performance. Essentially, entrepreneurial orientation is driving process define
the firm's performance. As a result, the focus of the research will be on the influence of
entrepreneur orientation on the performance of SMEs.

1.1

Rationale of the Study
Myanmar is rich in natural resources, and by transforming them into high-valued

goods using advanced technologies, work possibilities may expand. With the foundation
of the Myanmar-ASEAN Economic Community, Myanmar now has greater potential for
SMEs to flourish owing to increased access to Global Supply Change, which is the
process of global manufacturing, commerce, and services. It intends to improve ASEAN
countries integration and competitiveness, as well as contribute to closing development
disparities among ASEAN nations (Sato, 2015).
Every country benefits from promoting and maintaining economic growth. SMEs
are seen as the backbone of economic growth in many nations, contributing considerably
to GDP through job creation and income generating. SMEs are a key economic force in
the Asia-Pacific region. They offer numerous employments and a significant amount of
the country's GDP, as well as assistance for major businesses, economic flexibility, and a
more fair distribution of economic resources, income, and opportunity. As a result, it is
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the driving force behind a country's growth since it can guide progress amid periods of
economic turmoil.
Economic growth is important at all levels, including enterprises, regions, sectors,
and countries. As a result, attributing entrepreneurship to economic growth necessitates a
connection at both the individual and collective levels. The connection between
entrepreneurship and economic growth is crucial. Entrepreneurial activities have been
determined to have a favorable influence on a nation's economy as well as the people's
quality of life.
According to figures from the Ministry of Industry SME Development
Department, SMEs accounted for 90 percent of the enterprises that drive Myanmar's
economy, at a conservative estimate, and 99.6% of employment creation. Small and
Medium Sized Enterprises, or SME, play a significant role in the national economy and
are a vital driver of development. Furthermore, it is sometimes referred to as the industry
that can promote social equality. Farmers, growers, producers, distributors, retailers, those
who transport produce and products, and those who provide services related to these are
all examples of SMEs that help things reach customers in their respective areas.
The function of entrepreneurship has garnered increased importance in today
world, when technological development, deregulation, outsourcing, and restructuring
control the economic sector. This is because entrepreneurship is viewed as a method of
narrowing the gap between science and the marketplace, as well as establishing new
businesses and introducing new products and services to the market. Entrepreneurial
activities have an influence on the whole economy by creating a strong economic
foundation and creating jobs. Entrepreneurship has a significant role in economic growth
since it entails initiating and driving improvements in business and society.
Most entrepreneurs nowadays have excellent managerial abilities and expertise,
which has helped them grow their businesses to new heights. Furthermore, entrepreneurs
have participated in a variety of training programs to improve their skills and expertise,
but in the past, early-stage entrepreneurs were not active in training programs to help
them grow their businesses.
The personality characteristics and motivations of individual entrepreneurs shape
the business environment. Unpredictability, complexity, and shifting requirements are all
common characteristics of business circumstances. Entrepreneurs must be able to operate
4

as investors, innovators, accountants, dispute investigators, leaders, technicians,
marketing professionals, and top sellers while maintaining the characteristics of several
personalities. As a result, the more knowledge and skills the entrepreneur is capable to
demonstrate the better (Frese, & Gielnik, 2014). Because the qualities of entrepreneurs
are linked to the development of SMEs, this research aims to learn how the features of
small and medium-sized business owners contribute to their company's growth.

1.2

Objectives of the Study
The main objectives of the study are:
(1) To analyze the effect of entrepreneurial orientation on business performance
of SMEs in Nay Pyi Taw.
(2) To examine the moderating effect of demographic characteristics of
entrepreneurs on the relationship between entrepreneurial orientation and
business performance of SMEs.

1.3

Scope and Method of the Study
This study focuses on the analysis of entrepreneur orientation and performance of

SMEs. There are three big cities in Myanmar; Yangon, Mandalay and Nay Pyi Taw.
Among these three cities, Nay Pyi Taw region is randomly selected to analyze
entrepreneurial orientation and business performance of SMEs. To achieve the objectives
of this study, both primary and secondary data are used. Since this study examines the
entrepreneurial orientation and demographic characteristics of entrepreneurs, the owners
or the top managers of SMEs in Nay Pyi Taw registered in MSME Association will be
selected as the target sample of the population. Then, clustered sampling method is
applied. There are 226 enterprises registered in MSME Association in Nay Pyi Taw
(2022). This study covers all 226 enterprises however the complete respondents are
received from 119.
Secondary data is collected from the records of Myanmar SME Development
Agency, MSME Associations, Central Department of SMEs Development, relevant
textbooks, relevant articles, previous research papers, thesis papers, journals, websites
and online sources.
5

The primary data are collected with structured questionnaires. Most of the
questions in the questionnaire are Likert scale questions. Analytical method is used for
this study. It is a quantitative and qualitative method are used in the structured
questionnaires are given out to the respondents. Linear regression analysis is applied to
analyze the effect of entrepreneurial orientation on the business performance of SMEs.

1.4

Organization of the Study
This study is organized into five chapters. Chapter one provides introduction

section that consists of rationale of the study, objectives of the study, scope and methods
of the study, and organization of the study. Chapter two presents the theoretical
background of this study. Chapter three explores background of SME in Myanmar and
demographic profile of the respondents. Chapter four reveals the analysis on
entrepreneurial orientation and the business performance of SMEs. Finally, chapter five is
the conclusion of the study including findings and discussions, suggestions and
recommendations, and limitations and needs for further research.
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CHAPTER 2
THEORECTICAL BACKGROUND

This chapter focuses on the theoretical background of the key variables which is
used in this study namely; entrepreneurial orientation and its dimensions, business
performance of the firms, entrepreneur’s demographic characteristic is used as a
moderator. And this chapter also includes the conceptual framework of the study.

2.1

Entrepreneurship
An entrepreneur is a creative actor who recognizes entrepreneurial opportunities,

makes moderately risky decisions with a view to innovating, and acts by using resources
to implement a differentiated vision that contributes added value. An intuitive,
resourceful, tenacious actor who is able to recognize and develop risky opportunities with
potential for innovation, and who adds value to what already exists by setting up activities
that involve a scarce use of resources. A result-oriented designer of innovations who is
able to develop risky opportunities, who learns to be creative and resourceful, acts by
making practical use of limited resources and a network of contacts, and who is able to
structure organizational activities to form a client satisfaction system that contributes an
added value.
Entrepreneurship is the field that studies entrepreneurs, entrepreneurial actors and
entrepreneurial environments. The Entrepreneurship generally refers to the rapid growth
of new and innovative businesses, based on the ability to recognize business opportunities
or combine resources in novel ways. It can be understood as “the ability to amass the
necessary resources to capitalize on new business opportunities” (Kayne, 1999).
According to the National Knowledge Commission of India (2008), entrepreneurship is
“the professional application of knowledge, skills and competencies or monetizing a new
idea, by an individual of a set of people, by launching an enterprise or diversifying from
an existing one, thus to pursue growth while generating wealth, employment and social
good”. Many scholars, however, focus on innovation and firm growth as key aspects of
entrepreneurship. While an entrepreneur can be a small-business person, all smallbusiness
persons need not be entrepreneurs. Entrepreneurial enterprises focus on new and
7

innovative products, services and processes. They are growth-oriented and aggressively
strive to capture market share. Entrepreneurial enterprises may begin as small businesses
but often grow to be large firms, as they frequently reinvest their earnings to either
expand their original enterprise or to create new ventures. There are different categories
of entrepreneurship based on their motivations for starting a business and their growth
aspirations, opportunity versus necessity entrepreneurship. Opportunity entrepreneurs
start businesses because they want to exploit an opportunity, whereas necessity
entrepreneurs start firms because they see no better economic alternatives.

2.2

Entrepreneurial Orientation (EO) and its Dimensions
Entrepreneurial orientation (EO) is a prominent topic (Wiklund, 1999) and one of

the entrepreneurship research disciplines with a growing body of knowledge (Rauch,
2009). The concept of EO as a driving force behind organizational effort to success has
also been a central focus of the entrepreneurship, according to (Covin & Wales, 2012).
Miller (1983) defined an entrepreneurial firm as one that is involved in market
innovation, willing to take risks, and is first to come up with proactive innovations. A
non-entrepreneurial firm is defined by a low level of innovations, not willing to take risks,
and is a more follower than a pioneer compared to the competitors. Lumpkin and Dess
(1996) also defined EO as a process, some practices and decision-making process that
might lead to new entry. Moreover, Wiklund and Shepherd (2005) has defined EO as the
strategic orientation of the firm that creates specific aspects of entrepreneurial decisionmaking activities, strategy and practices. Morris and Paul (1987) also defined EO as the
capability of a company’s top management to take risks, to be more innovative, and to
show of its proactiveness in their approach to make strategic decision.
There are three main factors of EO introduced by Miller (1983): innovativeness,
proactiveness and risk taking. These three key factors of EO have been extensively used
by researchers in the previous studies (Covin & Slevin, 1989). Lumpkin and Dess (1996)
had added another two factors of EO: Competitive Aggressiveness and Autonomy. In this
study, only of these three key factors of EO are used, that is, innovativeness,
proactiveness and risk taking.
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2.2.1

Innovativeness
Innovativeness from the perspective of entrepreneurship would be at firm level

and can be defined as an organization’s response to business environment. An
organization’s support of new ideas, creativity, experimentation and newness and/or
improvement to processes or products or pursuit of new markets is seen as that
organization’s innovativeness (Rauch, et al., 2009). Innovativeness refers to a firm’s
ability to generate new ideas and performing experiments leading to the creation of new
processes, products, and services (Lumpkin & Dess, 1996). Covin and Miles (1999) had
suggested that entrepreneurship would not exist without innovation. To be innovative,
newly established firms need more knowledge and intellect (Schoonhoven, Eisenhardt, &
Lyman, 1990). Moreover, for new firms, innovation may create ambiguity and
uncertainty. Innovation also helps organizations in fostering their market share not only in
local markets but also assist them in entering international markets and sustain there.
Over time, innovation capability may help businesses in earning a sustainable competitive
advantage. Drucker (1998) suggested that industry should regard innovation as an
essential capability and focus their energies to make it their core-competency. Innovation
is a vital element for the firms to enter and stay in the markets. Kaufmann and Tödtling
(2002) suggested that businesses should continuously improve their innovation speed by
investing on it and complete their product development process effectively and
efficiently. Because of that without innovation, entrepreneurs have to adhere on old ways
of doing businesses, constant products or services and traditional distributions channels
(Lee, 2001).
Innovativeness can take on different forms between organizations such as,
technology innovation or product innovation, leading to the uniqueness of the
organization’s resources. Innovativeness reflects a firm’s tendency to engage in and
support new ideas, novelty, experimentation and creative processes (Lumpkin and Dess,
1996) that may result in new products, services, or technological processes and which
may take the organization to a new paradigm of success (Swiezczek & Ha, 2003). It also
implies seeking creative, extraordinary or strange solutions to problems and needs.
Schumpeter (1934) considered entrepreneurship to be essentially a creative activity and
entrepreneur as an innovator who carries out new combinations in the field of men,
money, material, machine and management. According to him, entrepreneur is an
economic man who tries to maximize his profits by making innovations in any one of the
9

following fields: (1) new products; (2) new production methods; (3) new markets; or (4)
new forms of organization. The degree of an entrepreneur’s innovativeness will decide
how far and how deep the innovation will go in business in order to meet both the
strategic goal formulated for the business and the requirements from the environment
(Hult, et al., 2004). Innovativeness represents a basic willingness to depart from existing
technologies or practices and venture beyond the current state-of-the-art (Covin, et al.,
2006). An innovative strategic posture can be linked to firm performance as it increases
the chances that a firm will realize first mover advantage, stay ahead of their competitors,
gain a competitive advantage and capitalize on emerging market opportunities that lead to
improved financial results (Kreiser & Davis, 2010).

2.2.2

Proactiveness
“Proactiveness

is

an

opportunity-seeking,

forward-looking

perspective

characterized by the introduction of new products and services ahead of the competition
and acting in anticipation of future demand” (Rauch, et al., 2009). Proactive firms can
shape an industry and create market demands, allowing them to enjoy monopoly rent and
controlling demand. These firms capitalize on emerging opportunities, by exploring and
exploiting opportunities for new products and/or services through innovation in their
current markets, or by entering new markets (Vora & Polley, 2012). Proactiveness is a
crucial entrepreneurial characteristic as it allows forward looking and action through the
innovative character (Lumpkin & Dess, 1996). Proactiveness is manifested in: (1)
aggressive behavior directed at rival firms; and (2) the organizational pursuit of favorable
business opportunities. It is simply the ability to take initiative, whenever the situation
demands. Porter (1985) suggested that in certain situations, firms could utilize proactive
behavior in order to increase their competitive position in relation to other firms.
Proactiveness is an important element of entrepreneurship (Venkatraman, 1989).
Proactiveness has been described as the ability of a firm to foretell and exercise on future
needs and wants in the market by introducing a first-mover advantage in the ahead of
competitors (Lumpkin & Dess, 1996). Proactiveness is important for organizational
processes since it demands a forward-looking perspective (Kropp & Zolin, 2005).
Proactiveness is an important factor for entrepreneurial firms, especially in the
competition and it is becoming a very strong in the global market, in order to receive a
10

high performance return of their investment and to make their good reputation in the
market. Proactiveness is to relate with the implementation of something new, and doing
what is needed to anticipate and act on an entrepreneurial opportunity.
Dess and Lumpkin (2005) describe the importance of structural capital that is
associated with proactiveness. Structural capital, such as structures and processes, enables
organizations to create resources more quickly and at cheaper rates than competitors.
Therefore, proactiveness enhances both the reception and operations that make
organizations stay ahead of competitors.

2.2.3

Risk Taking
Risk taking refers to a tendency to take bold actions, such as entering unknown

new markets, committing a large portion of resources to ventures with uncertain
outcomes or borrowing heavily (Lumpkin & Dess, 2001). Miller and Friesen (1978)
described risk taking as part of the strategy making process of an organization. EO is a
strategic attitude and therefore risk taking should be part of it. However, scholars are not
able to find consistent patterns when investigating risk taking in relationship with
entrepreneurship. Naldi, et al. (2007) suggests therefore that the context in which the
organization operates influences the amount of risk it takes. Furthermore most studies
have focused individual risk taking on new entry instead of considering the firm level
(Lumpkin & Dess, 1996).
Risk taking has described as the willingness of an organization to provide
resources for the business where the outcomes are uncertain (Miller, 1983). Risk-taking is
a dimension of EO and asserts that management may take a risk by making an investment
in new projects, taking loans, expanding the scale of business, entering new markets,
launching new products, reinventing existing processes, hiring new employees, etc. These
things may bring a unique perspective in the organization (Swink, 2003). According to
Suarez (1994), closure of an organization may also be regarded as risk-taking. The
underlying reason is that closing operations of an organization contemplate that in the
time to come, the organization may suffer losses and these losses can be avoided by
closing operations immediately. Marino and Weaver (2002) emphasized that SMEs
should take-risk as by doing this, they may enter into a niche and over time may
specialize in that. It will become the basis of competitive advantage for the SME and
11

would have a positive impact on the performance of the firm. Risk taking supplements the
entrepreneur’s innovativeness and proactivity because without taking risks, it is difficult
for entrepreneurial firms to invest in the R&D needed for them to become pioneers in the
marketplace.

2.3

Business Performance
Business performance can also be measured through financial and non-financial

performance (Chong, 2008). Financial measures can include profit before tax and
turnover whereas non-financial measures include that relating to customers’ satisfaction
and referral rates, delivery time and employee turnover. Non-financial performance
measures are important indicators of financial performance (Kaplan & Norton, 2001).
They can provide managers with incentives to improve their long-term financial
performance. On the other hand, financial performance measures are ‘backward-looking’
and focus on improving the organization’s short-term financial performance (Moers,
2000).
Zulkiffli and Parera (2011) analyzed the basic research methodologies and
approaches for measuring business performance, especially in SMEs. According to these
authors, to assess business performance in the present business environment is a critical
matter for academic scholars and practicing managers and it is important to measure a
firm’s accomplishment. When it comes to measuring the business performance of SMEs,
many scholars have used subjective measures since many SMEs refuse to publicly reveal
their actual financial performance. According to Dess and Robinson (1984), objective
data do not fully represent an organization’s actual performance, even if they are
available, since the managers may manipulate the data in order to avoid personal or
corporate taxes. Therefore, the literature advocates subjective evaluation as an appropriate
alternative to objective evaluation.
Wall, Michie, Patterson,Wood, Sheehan and West (2004) asserted that managers
are encouraged to assess business performance through general subjective measures that
can reflect more specific objective measures. In particular, the use of subjective measures
is preferable for evaluating small organizations where there is a possibility of inaccurate
financial records (Wall, et al., 2004). Subjective measures can also be a good alternative
when they focus on a firm’s current condition (Kim, 2006) and they allow comparisons to
12

be made across firms contexts such as industry type or economic conditions (Song,
Droge, Hanvanich &Calantone, 2005).
Performance is a multi-dimensional concept (Carton & Hofer, 2006), therefore
multiple measures of performance should be used. Becoming a high performing firm is
the main objective of SMEs (Ahmad & Ghani, 2010). According Madrid-Guijarro, et al.,
(2007), high performing firms are able to generate a variety of benefits for both the
company and society in general such as attracting resources, creating wealth and
generating jobs. These authors also claimed that an accurate measure of performance can
provide reliable insight into what affects performance and how firms can develop good
strategies, arrange resources, meet consumer expectations and compete successfully.
Inappropriate measures of performance will produce misleading results and tend to show
a poor competitive position (Madrid-Guijarro, et al., 2007). Murphy, et al., (1996)
confirmed that growth, profitability and efficiency are the most common performance
factors in the entrepreneurship literature. In this study, the performance of SMEs is
measured through growth and profitability, following the measures used in the studies
conducted by (Matzler, et al., 2008). This decision also aligns with Covin and Slevin’s,
(1991) conviction that growth and profitability represent the factors of a firm’s economic
performance. Steffens, et al., (2006) also claimed that both are important factors for
SMEs performance. Davidsson, et al., (2002) postulated that organizational growth has
become mainstream in the literature with many studies incorporating growth and
entrepreneurship. Growth has been argued as an essential element of sustainable
competitive advantage and profitability (Markman, 2002), and it is hard to dissociate
sustained growth from profitability (Fitzsimmons, et al., 2005).
In conclusion, growth is considered the most important performance measure
since it is a more precise and more easily accessible performance measure than
accounting indicators, and hence provides a superior indicator of financial performance,
especially for small firms (Wiklund, 1999). In the entrepreneurship literature, growth is
often interpreted as evidence of success (Steffens, et al., 2006) and is used as the best
available proxy for organizational success due to the fact that reliable data on the
financial performance of small firms can be difficult to obtain. Wiklund (1998) found that
his multiple measures of growth and financial performance were positively related to one
another. Based on these relationships, he concluded that growth may be an appropriate
strategy for small firms that wish to enhance their financial returns. Ferreira and Azevedo
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(2008) suggested that organizational growth reflects an important outcome of the
entrepreneurial behavior of small firms’ profitability is one of the most common measures
of business performance that must be considered as it is unlikely that firm growth can be
sustained without profits (Fitzsimmons, et al., 2005). Thus, reviewing the proposed
research questions and the scope of this study, growth and profitability might be the most
relevant measures in the context of SMEs in Myanmar.
In this approach the performance of the firm is measured by the perception of the
owner/managers providing responses to the business performance Questionnaires. The
owner/managers were asked to state their firm’s performance criteria such as sales
growth, employment growth, market value growth, profitability and overall performance.
This approach was chosen since there is no agreement among researchers on an
appropriate measure of performance. Objective approach was not used is this study as
collecting objective data is very difficult as the owner/managers are not willing to
disclose the firm’s information to outsiders.

2.4

Entrepreneurial Orientation and Business Performance
Various researchers have studied and proven the positive relationship between EO

performance of SME (Semrau, et al., 2016). In this fast changing and dynamic market
companies need to develop agile strategies that would see changes in products as
customers’ needs change. This dynamism of the market will result in a short product life
that, through the adoption of EO will ensure continuous innovation and firm
sustainability. Smaller firms consider business continuity as performance (Wiklund &
Shepherd, 2003). There is however agreement that appropriate management of EO within
the organization will result in sought after benefits (Engelen, et al., 2013).
The relationship between EO and firm performance has become the main subject
of interest in past literatures. According to Rauch, Wiklund, Lumpkin and Frese (2009), it
is likely for firms adopting EO to perform better than companies that adopt conservative
orientation. Scholars have theorized that the incidence of firm-level entrepreneurial
behaviors, i.e., the propensity to engage in relatively high levels of risk taking, innovative
and proactive behaviors is positively associated with organizational profitability and
growth (Covin & Slevin, 1991). Initially, one could question the importance of EO for the
success of enterprises. Thus, previous studies showed that EO could significantly improve
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business performance (Lumpkin & Dess, 2001). Many studies on EO and business
performance have been associated to have positive results (Madsen, 2007). However,
there is no doubt there are also studies that revealed that EO does not give positive results
to business performance (Wiklund, 2007). Thus, the researcher coincide with few studies
that on different situation, EO will have a direct and indirect impact towards a firm’s
performance depending on different environments (Zahra, 2008). Hence, the study of EO
especially on Lumpkin and Dess’s (1996) dimensions are needed as many studies have
proven there is a relationship between EO and business performance.

2.5

Entrepreneur Demographic Characteristics and Business Performance
The demographic characteristics of people also shape their behaviors towards

entrepreneurship. Many studies have highlighted the role of demographic characteristics
such as age, religion, gender, experience, background and education of entrepreneurs
towards their entrepreneurial behaviors and firm performance (Welmilla, et al., 2011).
Instead of the all components of demographic characteristics, this study will explore only
entrepreneur education background and experience.

2.5.1

Entrepreneur Education Background and Business Performance
Education is thought of as being broader in scope than training. It is purpose is to

develop individual in a formal setting such as school (university or college) through the
acquisition of general knowledge and the development of basic mental ability in a centraldistinction. Entrepreneurial education is the degree to which an entrepreneur was
educated ranging from high school to PhD (Jo & Lee, 1996). Therefore, education is
primarily concerned with increasing general knowledge and understanding of total
entrepreneurial environment. Entrepreneurship education “provides better understanding
on how learners across culture and educational backgrounds engage and involves in
learning process through a multi-dimensional sense of responsibility, independent ways
of thinking, and the ability to connect to one own and other people needs” (Mueller &
Anderson, 2014). Thus, education appears to be one of the important indices for venture
performance but this has not been empirically proven in recent time. Jo and Lee (1996)
argues that entrepreneurs education has a more positive influences on profitability than
other demographic factor such as experience because it give a substantial understanding
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as well as provide certain information relevant to market or product that the entrepreneurs
involves.
Dickson, Solomon and Weaver (2008) sees general level of entrepreneurial
education as one of the determinant of successful entrepreneurs because the
entrepreneurial activities that leads to profitability, growth in sales volume, venture
survival rates, wealth accumulation among others are logical end result of education
attained. These researchers argued for positive significant relationship between the
general levels of entrepreneurial education on the outcome of the entrepreneurial
activities. Similarly, Rae (2007) argues that education is significant in developing
capacities in entrepreneurs, therefore entrepreneurial education programmes should
concentrate much on student competencies development as well as other skills required
later in the market context. Aside the personality and cognitive factors, entrepreneurship
education also focused on developing task self-efficacy (Bechard & Gregoire, 2007).
According to Lussiers and Pfeifer (2001), the entrepreneur education is a
fundamental determinant of business success as entrepreneurs are furnished with
sufficient expertise and competencies needed to perform and obtain resources. Hence, the
researchers posit that entrepreneurs who are well learned tend to perform better than the
unlearned entrepreneurs. Entrepreneurs with higher education are expected to generate
more creative solutions when faced with complexities. Firms with highly educated
managers may exude outstanding performance than those with illiterate or lower trained
managers. Sarasvathy and Menon (2013) examined the impact of an entrepreneur
educational background on business performance in the United States. The findings from
their study revealed a positive relationship, as they assert that business performance
depends significantly on the educational background of the entrepreneurs. They further
conclude that demographic factors such as manager education are very fundamental to the
success or failure of a firm. Similarly, Machirori and Fatoki (2013) ascertained the impact
of entrepreneur educational level on firm performance. These studies also conclude that
entrepreneur educational level affect firm performance. Muzenda (2014) also confirms
the previous conclusions, that entrepreneur educational level is associated with business
performance. Consistent with the earlier studies, Tu and Diem (2016) investigates the
effect of an entrepreneur education background on business performance, the findings
from the study revealed that entrepreneurial demographic characteristic such as education

16

has a positive effect on business survival. Specifically, the studies showed that firms with
educated entrepreneurs performed better.
In contrast, some studies have shown a negative correlation between
entrepreneurial educations on the performance. Though, human capital theory predict
individual with greater level of skills, competencies and knowledge will achieve better
result than individual with lower level of such components, but these are sometimes
unattainable (Martin, et al., 2013). In essence, what entrepreneurial education does is to
improve and augment the competencies that lead to become self-employed. Nevertheless,
some entrepreneurs are school drop-out yet there are successful but business environment
is very complex which calls for essential entrepreneurial quality that can be acquired
through education (Zhao, Li, Lee, & Chen, 2011). Yusuf (1995) points that the level of
education and training act as a critical success factor among the South Pacific
entrepreneurs. Thus, the contribution of education to venture growth cannot be
underestimated and this calls for proper investigation.

2.5.2

Entrepreneur Experience and Business Performance
The experience of an entrepreneur is very fundamental to business performance.

An experienced entrepreneur is very proactive when it comes to problem solving and also
reduces the probability of encountering problems. Some studies such as Song,
Podoynitsyna and Halman (2008) confirms that experienced entrepreneurs are also very
creative, they experiment with existing cases, and therefore entrepreneurs who gain
experience before venturing into business have a sprout of growth. Similarly, Lee and
Tsang (2001) opined that the experience of entrepreneurs affects business survival
positively. Abereijo, and Aderemi (2007) studied the effects of an entrepreneur
experience on firm performance. Consequently, the findings from the survey showed that
an entrepreneur experience improves firm performance. Correspondingly, Gottschalk,
Greene, However, Müller, and Bettina (2014) examined the relationship between
entrepreneurs experience proxies by expertise and firm performance using entrepreneur
success stories. The findings from the study revealed that entrepreneurial skill is a
significant determinant of firm performance. This is because the experience gained from
other industry affects performance. Likewise, Gathungu, and Wainaina (2016) researched
to ascertain the impact of an entrepreneur experience on firm performance. It was
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discovered that the entrepreneur experience has a positive and significant impact on
entrepreneurial performance. This finding is explained by the conclusion that firms run
well experienced and skilled entrepreneurs record better performance. Consistent with
this view is the study of Kabir, et al., (2017) that posits that Entrepreneurial competencies
which are acquired from experience are positively associated with business performance.
Entrepreneurial experience according to Jo and Lee (1996) refers “to the
experience which one obtains in the course of founding and organizing the previous firm
as an entrepreneur”. That is, previous number of years and role played by entrepreneurs in
their former ventures. It is unnecessarily means the entrepreneurs must be a top-manager
but experience gathered based on previous firm participation in decision making about
firm mode of operation. Thus, the experience might be obtained at the firm start-up stages
or at the later stages provided the experience was gathered from equity holding and
management. This experience could be related to unsuccessfulness or successfulness but
must be related to number of previous years and the role played in the previous ventures
or firms.

2.6

Previous Studies
According to the study of Entrepreneurial Orientation and Business Performance

of Small and Medium Enterprises of Western Province in Sri Lanka is written by
(Wijetunge & Pushpakumari, 2012). This research paper attempted to examine how EO
can contribute to the performance of SMEs. The study mainly focused on three
dimensions of EO; innovativeness, proactiveness and risk taking. The performance was
measured in terms of annual sales, annual profit, number of employees, market share and
investment of the business. The conceptual framework of this previous study is shown in
Figure (2.1).
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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.
Another research explores whether the relationship between EO and the
performance of SME is conditioned (or affected) by some moderating factors. A
framework is proposed which considers how networks, environmental conditions,
entrepreneur’s experience, and entrepreneur’s level of education can moderate this
relationship. The conceptual framework of this previous study is illustrated in Figure
(2.2).

The study proved that EO positively influences the performance of SMEs, could
thus be supported. Like other researchers, this study also verified the positive relationship
between EO and performance (Lumpkin & Dess, 1996). This shows that the EO is an
essential predictor of the performance of organizations. Regarding the moderating effects
of the characteristics of the manager, the results show a significant moderating effect of
the level of education on employment growth, inferring that if the manager had higher
education, the effect of the EO on employment growth is higher. Concerning the
experience, there was no moderating effect on the relationship between the EO and the
subjective performance, and a direct positive effect with statistical significance on
employment growth and subjective performance was observed. Thus, the relationship
between EO and performance of the SMEs gains strength the higher the experience of the
entrepreneur could not be supported. And also the relationship between EO and
performance of SMEs gains strength the higher the educational level of the entrepreneur
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could be supported. Although experience and education are leading factors that influence
the EO (Gupta, et al., 2004), the study’s results show that only the entrepreneur’s level of
education exerts a moderation relationship between the EO and performance, evidencing
that the higher the entrepreneur’s level of education, the higher will be the influence of
the EO on performance (Hall, et al., 2001).

2.6

Conceptual Framework
According to the results from many previous studies, the following conceptual

framework is developed for this study. The conceptual framework of this study shows
how entrepreneurial orientation effect on business performance of SMEs. Entrepreneur
demographic characteristics are used as moderating factors between entrepreneurial
orientation and business performance of SMEs. Entrepreneurial orientation is defined
with three factors and two entrepreneur demographic characteristics are used to define
and the performance of the firms is defined with two factors. The conceptual framework
of this study is shown in Figure (2.3).

In this study model, three major sections are involved. They are entrepreneurial
orientation, demogrpahic characteristics and the performance of SMEs. To measure the
effect of entrepreneurial orientation, three factors are used to collect the data. They are
innovativeness, proactiveness and risk taking. There are two factors used to measure the
business performance of SMEs. They are organizational growth and profitability. To
measure the demographics characteristics as a moderating factor, two factors that are
education background and experience of entrepreneurs. This framework describes how
entrepreneurial orientation effect on the performance of SMEs and explore the
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CHAPTER 3
BACKGROUND OF SMEs IN MYANMAR

Firstly, in this chapter, Background of SMEs in Myanmar is presented. Secondly,
Development of SME in Myanmar and Entrepreneurial Orientation in Myanmar are
presented. Thirdly, the demographic profile of the respondents and surveyed firms are
presented. Finally, in the last section of this chapter, it explores the descriptive
explanation of the entrepreneurial orientation based on the questionnaires results.

3.1

Background of SMEs in Myanmar
In 1988, Myanmar adopted a market-oriented economic system. Decentralizing

central control, fostering private sector growth, enabling foreign direct investment,
beginning institutional changes, and increasing external commerce by simplifying export
and import producers are some of the initiatives that have been adopted. As a result, laws,
orders, rules, regulations, and notices prohibiting or restricting the private sector from
engaging in economic activities were repealed, and many laws and rules were revised to
reflect the passage of time and changing circumstances.
The Union of Myanmar Foreign Investment Law was adopted in November 1988,
and the processes for stimulating foreign direct investment were defined in December
1988. Myanmar has allowed foreign investment to actively engage in the extraction of
natural resources, enhancing long-term mutually beneficial partnership.
Myanmar has been executing the National Development Plan with the goal of
accelerating growth, achieving equitable and balanced development, and closing the
socio-economic gap between the country's rural and urban areas. Microeconomic stability
is essential for a country's economic progress. The country's microeconomic indicators
would improve, resulting in greater job possibilities, increased exports, and a higher
balance of payment ratio. Myanmar has a goal to grow SMEs based on a policy to
establish regionally creative and competitive SMEs across all sectors in order to increase
revenue and contribute to socioeconomic development.
Various studies estimate that SMEs in Myanmar account for 50-95 percent of
employment, and contribute 30-53 percent of the country’s GDP. The Small and
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Medium-Sized Enterprises Development Bill (SME Bill) was introduced in January 2014,
and it was defined "small enterprises" as those with a capital of K50 to K500 million and
a workforce of 30-300 people. Firms classified as "medium-size" have a capital of K50
million to K1 billion and employ 60 to 600 people. As a consequence, about 99.4 percent
of Myanmar's businesses are classed as SMEs, with a total of 50,694 SMEs throughout
the Union's provinces and states. Small and medium-sized enterprises (SMEs) are
considered vital to Myanmar's economy. They create a lot of job opportunities for the
population and contribute to employment and income generation, resource utilization, and
promotion of investment. As a result, the Myanmar government has placed a high priority
on the growth of SMEs, as well as the assistance of existing SMEs in their efforts to grow
into bigger enterprises and the creation of a favorable business climate for SMEs. Table
(3.1) presents the definition of SME in Myanmar.

Small and medium businesses (SMEs) are defined by the Law on the
Development of Small and Medium Businesses (Pyidaungsu Hluttaw Law No. 23/2015)
depending on the number of workers, kind of activity, capital invested, or amount of
turnover. The categorization is shown in the tables below. In comparison to the 1990
version of the legislation, the maximum number of workers for labor-intensive activities
has been increased, as have the limit values for capital and turnover.
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International definitions of SMEs, unlike Myanmar SME Development Law,
specifically describe the features of micro-sized businesses. Micro enterprises, for
example, are defined as those with 1–9 workers, small-scale firms as those with 10–49
employees, medium-sized enterprises as those with 50–299 employees, and big
enterprises as those with more than 300 employees by the World Bank's SME
Department. A common feature of various SME definitions is recognition that number of
employees is the simplest indicator of whether a business is an SME (Bowman 2017). In
accordance with this understanding, we exclude capital and turnover from the definition
of company size categories, instead basing them only on the number of full-time and parttime workers, using the World Bank suggested cut-off points. The creation of an adequate
SME definition is crucial for directing SME development strategies and other supporting
measures like SME financing schemes and training programs. More specificity might be
added to the definition, either through the formation of subcategories, as is the case in
Thailand, or by including microenterprises, as in Indonesia and Malaysia. Such factors
would aid in the development of more tailored SME support and promotion programs.
Myanmar's SMEs face a number of significant physical and non-physical barriers to
market entry and financing.

3.2

Development of Small and Medium Enterprises
SMEs in Myanmar were spread all over the country but since 1990 the State Law

and Order Restoration Council relocated SMEs to newly established industrial zones
around towns and cities in order to facilitate effective industry agglomeration (Thein,
2012). At present, 19 industrial zones exist, with another seven in the pipeline. At present,
major SMEs are located in the industrial zones, while micro-sized enterprises or “cottage
industries” are located outside of industrial zones. In the industrial zones, small sized
enterprises comprise 57.5 per cent of the tenants, medium-sized enterprises constitute
24.3 per cent and large-sized enterprises constitute 17.3 per cent (Kyaw, 2008). In order
to spur industrial development and attract foreign investment, three special economic
zones (SEZs) are being developed: (a) Dawei SEZ, located in the Tanintharyi region; (b)
Kyauk Phyu SEZ, located in Rakhine State; and (c) Thilawa SEZ, located 20km south of
Yangon. SMEs should be further encouraged to participate in services and manufacturing
activities offered by the SEZs and industrial zones, while it will be necessary for the
Government in general to enhance local capacities of officials to manage, regulate and
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monitor activities effectively in the SEZs and industrial zones. To this end, policy
interventions can be made to support linking local SMEs, as suppliers, to larger
enterprises in the SEZs and industrial zones. Established under the Ministry of Industry in
April 2012, the SME Development Department is the main institution to effectively
support SMEs in the country. Based on the data of the Ministry of Industry, about 65,016
firms of the establishments in 2018. Table (3.2) shows the structure of SMEs in Myanmar
from 2015 to 2018.

The following enterprises shall be operated according to the definition contained
in SME Development Law – (a) Manufacturing businesses; (b) Labor-intensive
businesses; (c) Wholesale businesses; (d) Retail businesses; (e) Service businesses; (f)
Other businesses. The following table (3.3) shows how the total numbers of SMEs are
broken down into small and medium enterprises; as well as across the sectors. Food and
Beverages is the largest sector of the enterprises accounting for 57.54% in 2018. The
small sector is the Farming and Agricultural Equipment manufacturing accounting for
0.16 percent.
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Regional integration, which has been aided by increased trade and investment
liberalization, as well as advancements in logistic systems and information and
communication technologies, has drastically altered the operating environment of SMEs
in the current globalization period. Public and private social and economic agents no
longer operate on a solely local or national level, but rather on a global scale. Taking use
of international market potential, regional integration now gives new prospects for SMEs
to expand and grow. Increased trade and cross-border investment can help SMEs harness
their potential for growth. Myanmar's SMEs can and should improve their ties with their
ASEAN counterparts, allowing them to take advantage of their unique geographic
location as a bridge between South and South-East Asia, which has opened up a plenty of
new opportunities with the formation of the ASEAN Economic Community.
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SMEs have the potential to be a powerful tool for liberalizing the economy and
fostering private enterprise and investment, and the government must act quickly to
implement a comprehensive program to support their growth. This includes the creation
of infrastructure for coordinating SME support, SME financing mechanism, development
of human resources, export development, technology transfer, and adoption of relevant
best practices, networking, good governance, and commitment of key policy makers.

3.3

Entrepreneurial Orientation in Myanmar
In Myanmar, the government has been encouraging the development of small and

medium enterprises through innovation since small businesses are the core of the
economic growth and innovation. The successful entrepreneurs normally can develop new
ideas and to discover new ways of looking at problems and opportunities. In today's fierce
competition of Myanmar market, entrepreneurs can succeed only by their great idea and
the ability to translate that idea to economic reality. Today Myanmar entrepreneurs live
and die according to the quality of their ideas and the competencies of their firm to
translate that idea into tangible new products, new processes, and new marketing
methods. Myanmar entrepreneurs are now considering the utilization of newly observed
materials, ingredients, production formula, new service providing process, new marketing
method, and so on. However, many Myanmar entrepreneurs still have not yet considered
the impact of creativity and innovation on their performance. Although some
entrepreneurs are gaining success, some are facing failure. Successful entrepreneurs may
have high creativity as well as their firms possess the capabilities to transform their
creative ideas into innovation.
There is no strategic innovation policy in Myanmar and even yet to prepare till
recently. However, some ideas and activities that are aimed at to promote innovative
activities are sporadically found. One of the examples is SME Development Center
(SDC) annually requests the Chamber of Commerce and Industry to nominate the most
innovative firms among its members during the year. After getting these nominees, they
are awarded for their innovated activities. In fact, these prizes are awarded by an
international agency through SDC.
For start-up firm, financial support cannot be provided yet in Myanmar. Union of
Myanmar Federation of Chambers of Commerce and Industry has played a critical role in
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supporting start-up firm by organizing several supporting activities, both domestic and
international, such as seminars, training, trade fairs, and business matching programs and
providing advice and market information. SDC provides advice, market information and
consultation to start-up firms. Moreover, it also assists SMEs to participate in SMEs
Festivals and Expo. At present Small and Medium Industrial Development Bank provides
collateral loan with 8.5% preferential interest rate to potential firms. For financing,
immovable property mainly land and build can be used as collaterals for bank loans and
till now, movable property are not allowed to be collateralized. The loan amount is ranged
from 35 to 50 percent on the forced sales value of the collateralized property depending
on the case. Regarding financial facilities for SMEs export, SME loans are provided for
the firms especially for import substitution, and export oriented innovative products while
there is no specific program supported by the government.
In order to develop Entrepreneurial orientation, Myanmar Women Entrepreneurs
Association, Myanmar Young Entrepreneurs Association, Myanmar Business Executives,
and alternative numerous associations involve in promoting entrepreneurship with
coaching programs, seminars, and workshops. The private organization such as
Opportunities Now Myanmar and Impact Hub are conducting trainings, events, and ideas
competitions related to social entrepreneurship. By doing so, they are raising the
awareness about social entrepreneurship and promoting social enterprise sector among the
public in Myanmar especially among youths of Myanmar. Social Enterprise Development
Association Myanmar is founded in November 2017 to promote the development of
social enterprise as a means of addressing entrenched social and environmental problems
delivering positive change to communities and societies. It gives training, including
financial literacy trainings, and workshops to social entrepreneurs, and providing
consultancy services to their organizations.

3.3.1 Innovativeness of Entrepreneurs in Nay Pyi Taw
Innovativeness is the one of the characteristics of Entrepreneurs and most of the
entrepreneurs in Nay Pyi Taw are offering new products and services by frequently doing
the market research. Entrepreneurs are always tried to innovate their products by using
natural resources rather than synthetic products. One of the entrepreneurship SMEs
businesses in Nay Pyi Taw is producing innovative consumer products and health
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products from Myanmar natural Amber. Another SMEs business in Nay Pyi Taw is
producing medical value-added hot fomentation made of waste Kan Zaw powder which
has already been extracted oil. Entrepreneurs in Nay Pyi Taw are mainly focusing in
product innovation rather than marketing innovation. However, during Covid-19
pandemic, some SMEs in Nay Pyi have been trying to retain their business and its lack in
innovation at their organization since past year. They do not want to invest extra money
for innovation.

3.3.2 Proactiveness of Entrepreneurs in Nay Pyi Taw
Entrepreneurs of SMEs in Nay Pyi Taw adopt an opportunity seeking perspective
to survive and grow their business. In Nay Pyi Taw, the majority of SMEs are food and
beverages industry. Conditionally, entrepreneurs are actively focusing for future demands
and trying to seize the opportunity by holding the stock for the raw materials before the
competitors do. And also, they are using the inventory management tools and software in
order to manage their stock as they perceive it would get the competitive advantage. On
the other hand, they are focusing on social media and online marketing to offer their
products before the competitors do. Most of the Entrepreneurs in Nay Pyi Taw sustain
their business by proactively manage their organization and excel at identifying the
opportunities.

3.3.3 Risk Taking of Entrepreneurs in Nay Pyi Taw
Entrepreneurs in Nay Pyi Taw perceive that the higher risk can get the greater
return. They have relevant education background and previous experience in their firm so
that they can predict the calculated risk for their business. Moreover, they are not afraid
of taking the risk in order to grow their business. During pandemic period, entrepreneurs
in Nay Pyi Taw are not spending extra money to invest in innovation even though they
are investing to open the new outlets by taking the risks.
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3.4

Profile of Respondents
In this section, the demographic factors of the respondents are determined. The

demographic factors for the respondents contain the gender, age, education, and years of
experiences. Table (3.4) presents the demographic profile of respondents (SME owners).

The survey data indicate that the majority of the respondents are male
entrepreneurs since males are more likely to take risks than females. Women are more
risk averse than men when it comes to financial risk taking. It is found that majority of the
entrepreneurs in Nay Pyi Taw includes people from 31 to 40 years old. The second largest
group contains people from 41 to 50 years old while people from 20 to 30 years old
represent minority group. Therefore, most entrepreneurs have a lot of work experience
and think about innovative business ideas. Most of the respondents have bachelor degree
while some people have post graduate education level. Others have only basic education
level. It is found that most of the respondents have at least 3 years of work experience at
respective field. Most entrepreneurs are focusing food and beverages sector. It can be
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seen that most of the respondents are educated and have enough work experience to
create innovative products or services by taking some risks.
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CHAPTER 4
ANALYSIS ON ENTREPRENEURIAL ORIENTATION AND
BUSINESS PERFORMANCE OF SMES IN NAY PYI TAW

This chapter presents the entrepreneurial orientation of the respondents from
SMEs in Nay Pyi Taw. In addition, the relationship between entrepreneurial orientation
and business performance of the respondents while education and experience play as
moderating variables.

4.1

Entrepreneurial Orientation
Entrepreneurial orientation is important for customer orientation and company

effectiveness. An EO can be very beneficial to established firms as well, while being
frequently connected with the beginning of new ventures. It includes three dimensions –
innovation, risk-taking, and pro-activeness. To find out the entrepreneurial orientations,
structured questionnaire with 5-point likert scale is used. If the overall mean score is more
than 3.0, it indicates that the respondents have the specific entrepreneurial orientation
while if the overall mean score is less than 3.0, respondents do not have enough specific
entrepreneurial orientation. Table (4.1) presents overall mean score of entrepreneurial
orientation.

According to Table (4.1), among three entrepreneurial orientation, risk taking
orientation gets the highest mean score, which indicates SMEs in Nay Pyi Taw used to
take risks for the business performance.
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(a)

Innovativeness
Innovativeness is the tendency of firms to participate in and support new ideas

that may lead to new technological products, services or processes. In the era of
modernization and globalization, innovation and creative ideas take a pivotal role in
business success. Innovative thinking can help people predict the market and keep up
with customer needs. The findings about innovativeness orientation of people from SMEs
in Nay Pyi Taw are presented in Table (4.2).

According to the Table (4.2), it is found that marketing processes have changed
over the past year since COVID19 pandemic has abruptly altered consumers' behaviors
and attitudes. Therefore, respondents focus social media and online marketing to offer
innovative products or services. Moreover, most businesses offered a number of new
products steadily increased because entrepreneurs always try to offer new products or
services by focusing market trends. Most respondents used to find out new ideas by
joining many associations such as MWEA, MYEA etc. When they get the new business
concepts or ideas, they try to implement those new ideas. According to the overall mean
score, most of the respondents from SMEs have some degree of innovative characters as
they perceive innovative products or service could get the competitive advantage.

(b)

Proactiveness
Proactiveness is the tendency to anticipate and act on future needs rather than

reacting to events after they unfold. The findings about proactiveness orientation of
entrepreneurs in Nay Pyi Taw are presented in Table (4.3).
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Most survey respondents state that their firms always find out future needs of
customers since proactive organizations try to adopt an opportunity-seeking perspective
to survive and grow the business. Furthermore, SMEs typically initiates new products or
services earlier than their competitors. By launching new products or services, the firms
get more market share or awareness of the customers. Therefore, respondents admit that
they get more business opportunities by proactiveness. According to the overall mean
score, most of the respondents have proactive characters to introduce innovative products
or ideas than their competitors.

(c)

Risk Taking
This section focuses risk taking as one important dimension of entrepreneurial

orientation. The findings about risk taking orientation of entrepreneurs in Nay Pyi Taw
are presented in Table (4.4).
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Most respondents state that they used to take the risks for their business as they
perceive that the higher risk can get the greater return. It is also found that they enjoy
doing new things or facing challenges for their growth of their business because firms do
take risks while engaged in entrepreneurial activities. Respondents admit that they are
willing to do the business involving risks for the success of business. They believe that
every business has some degree of risk. According to the overall mean score, most of
the respondents from SMEs in Nay Pyi Taw are not afraid of taking risks because they see
the risk with optimistic view and perceive opportunities.

4.2

Business Performance
Business performance is vital for every firm in order to survive and grow. Firm

performance is treated as a measure of firm success or achievement. The business
performance of SMEs in Nay Pyi Taw are shown in Table (4.5)
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According to Table (4.5), the number of employees has increased over the years
as firms have grown. Respondents stated that their firms open new branches as they
achieve good financial outcome. Moreover, it is found that firms are acquiring new
customers from time to time as firms offer new products or services. Firms practicing
entrepreneurial orientation offer diversifications of product line and service contents.
According to the overall mean score, most of the respondents are delighted with their
firm performance.

4.3

Analysis of the Effect of Entrepreneurial Orientation on Business
Performance
This study examines the relationships between entrepreneurial orientations on

firm performance. This study finds out which entrepreneurial orientation has relationship
with business performance by multiple regressions. Entrepreneurial orientations are
treated as the independent variables of firm performance. Business performance is
regressed with three entrepreneurial orientations: innovativeness, proactiveness, and risk
taking. The results of the regression analysis are presented in Table (4.6).
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According to Table (4.6), since the value of adjusted R square is 0.891, it can be
concluded that this specified model can explain 89.1% of variation of business
performance which is predicted by entrepreneurial orientations: innovativeness, proactiveness, and risk taking. As overall significance of the model, F value is highly
significant at 1 percent level, this model can be said valid. All the VIF values are less than
10. It shows that there is no multicollinearity problem in this case. This means that there
is no correlation among independent variables.
Among three entrepreneurial orientations: innovativeness, proactiveness, and risk
taking, all independent variables are significant with business performance. The first
variable, innovativeness has the expected positive sign, and the coefficient of the variable
is strongly significant at 1 percent level. The positive effect means that the increase in
innovativeness leads to better business performance because firms are doing market
research in order to offer innovative products or services matched to the needs and wants
of the customers. By the supports of associations, respondents get new business ideas or
fund raising to produce new products. Because of new innovative products or services,
firm performance is improved significantly.
Pro activeness has the expected positive sign, and the coefficient of the variable is
significant at 5 percent level. The positive effect means that the increase in pro
activeness leads to better business performance. Since firms monitor consumer
behaviors, market trends, competitors, they could produce new products or services
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before their competitors and attain many new customers and market shares. Therefore,
pro-activeness of the entrepreneurs could enhance the firm performance.
The last independent variable, risk taking has the expected positive sign, and the
coefficient of the variable is significant at 1 percent level. The positive effect means that
the increase in risk taking leads to better business performance. Most entrepreneurs see
the risks as opportunities that can achieve competitive advantage. They admit that they
are not afraid of taking the risks as they have confidence. Therefore, they can thoroughly
consider the pros and cons of the risks. Respondents believe that their businesses are
improved because of taking the risks.
Since the standardized coefficient (Beta) of risk taking has the largest value
(0.692) among three explanatory variables, it can be concluded that risk taking has the
greatest contribution to increase the business performance when the variance explained
by other variables is controlled for. Entrepreneurs accept risk as a cost of opportunity
and innovation. In additions, they take risks as it allows them to distinguish themselves
from their competitors and improves their businesses. The overall evaluation reveals that
models explain the variation in the business performance of SMEs in Nay Pyi Taw well
because the estimation produced expected signs and significant coefficients for most
variables. The increases in innovativeness, pro-activeness, and risk taking have the
positive effects on the business performance of SMEs in Nay Pyi Taw.

4.4

Moderating Effects of Demographic Characteristics on the Relationship
between Entrepreneurial Orientation and Business Performance
This section examines the relationship between entrepreneurial orientation and

business performance with demographic characteristics as moderators in SMEs in Nay
Pyi Taw. It analyzes the effect of entrepreneurial orientation and business performance,
by moderating variable demographic data: education and experience.
(a)

Moderating Effects of Educational Background on the Relationship between
Entrepreneurial Orientation and Business Performance
Formal education can help one accumulate absorptive capacities such as

confidence, knowledge, and skills. Highly educated entrepreneurs may lead to successful
business performance. Table (4.7) presents the moderating effects of educational
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background on the relationship between entrepreneurial orientation and business
performance.

According to the regression result of Model 2, if entrepreneurs have risk taking
personality traits their business performance will be higher. Moreover, if they have higher
education qualifications their risk taking will enhance the business performance. Thus in
this study, it is found that education has partial moderating effects on relationship
between risk taking and business performance. When education plays as the moderating
factor, it reinforces the effect of risk taking on business performance. When the risk
taking behaviour is increased by 1 unit, it will increase business performance 0.041 units
while education plays as a moderating factor.
Entrepreneurship is not for everyone. In the world of business, there is a great
amount of risk and uncertainty that leads many people away from starting a new business
venture. Even though it is fraught with uncertainty, taking risks is one of the most
important business practices since it frequently results in long-term success. Education
boosts self-confidence, lowers perceived risk, and equips entrepreneurs with the cognitive
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abilities they need to more effectively assess and seize business possibilities.
Additionally, a higher degree of education can give a person the cognitive abilities they
need to properly analyze possibilities as they present themselves, which increases the
likelihood that the business will be productive and efficient. Therefore, education
strengths the effect of risk taking practices on business performance.

(b)

Moderating

Effects

of

Experience

on

the

Relationship

between

Entrepreneurial Orientation and Business Performance
Experience is the knowledge or mastery of an event or subject gained through
involvement in or exposure to it. Entrepreneurs with past experience make entrepreneurs
matured in their business and increases successful probability of the business. Table (4.8)
presents the moderating effects of experience on the relationship between entrepreneurial
orientation and business performance.
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According to the regression result of Model 2, a partial positive moderating effect
is observed where experience strengthens the relationship between proactiveness and
business performance. If entrepreneurs have proactiveness personality traits their business
performance will be higher. Moreover, if they have previous experiences their
proactiveness activities will enhance the business performance. Thus in this study, it is
found that experience has partial moderating effects on relationship between
proactiveness and business performance.

When experience plays as the moderating

factor, it reinforces the effect of proactiveness on business performance. To become a
successful entrepreneur, entrepreneurs are aware of the competitors in the same field, they
also have to know every inch of their customers, so entrepreneurs have to constantly look
at the consequences of the competitors and their customers. Failure to anticipate or react
to competition, technology, or marketplace change can lead a business into the danger
zone. Prior experience helps one to understand the opportunities that exist. The
entrepreneurs are more familiar with the needs and wants that exist. Therefore, they can
predict or foresee an opportunity to that meets those needs or wants. When the pro-
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activeness behavior is increased by 1 unit, it will increase business performance .085 unit
while experience plays as a moderating factor.
Regression result of Model 2 also indicates that if entrepreneurs have risk taking
personality traits their business performance will be higher. Moreover, if they have
previous experiences their risk taking activities will enhance the business performance.
Thus in this study, it is found that experience has partial moderating effects on
relationship between risk taking and business performance. When experience plays as the
moderating factor, it reinforces the effect of risk taking on business performance.
Experienced people have more confidence and are not afraid of risks since they have
skills and knowledge. The entrepreneur’s prior knowledge can decrease the amount of
uncertainty and it can give motivation or encourage them to bear uncertainty. Therefore,
they have the strength to overcome the fears for taking the risks. It can be concluded that
most of the respondents have the risk taking behavior when they have strong work
experience.
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CHAPTER 5
CONCLUSION

This

chapter

presents

the

findings

and

discussions,

suggestions

and

recommendations and need for further research. It explores entrepreneurial orientation of
the respondents from SMEs in Nay Pyi Taw. This study also describes the effect of
entrepreneurial orientation on business performance.

In addition, it presents the

moderating effects of education and experience between entrepreneurial orientations and
business performance. Based on the findings, this study suggests and makes
recommendations in order to improve the performance of the business.

5.1

Findings and Discussion
This study aims to analyze the effect of entrepreneurial orientation on business

performance of SMEs in Nay Pyi Taw and examine the moderating effect of demographic
characteristics of entrepreneurs on the relationship between entrepreneurial orientation
and business performance of SMEs in Nay Pyi Taw. The primary data are collected by
using structured questionnaires from 119 people from SMEs in Nay Pyi Taw. Linear
regression is done in order to analyze the effect of entrepreneurial orientation on business
performance while education and experience play as moderators.
Regarding first objective, the effect of entrepreneurial orientation on business
performance of SMEs in Nay Pyi Taw, it is found that all entrepreneurial orientations:
innovativeness, pro-activeness, and risk taking have a strong positive effect on business
performance of SMEs. Among those significant orientations, risk taking is the main
determinant of performance of SMEs in Nay Pyi Taw since business leaders accept
risk as a cost of opportunity and innovation. Without taking the risks, no one can achieve
the great success. Taking risks, however, does not mean going into business blindly and
then expecting great results. Taking risks in entrepreneurship involves careful planning
and hard work. Therefore, it is found that most respondents have taken risks to get their
businesses to where they are now.
The study shows that proactiveness has a positive effect on business performance
of SMEs in Nay Pyi Taw. Proactive people have a greater desire to become
43

entrepreneurial leaders in order to help create value for their firms. Entrepreneurs’
proactive behavior is an essential strategy to achieve business goals in a dynamic business
environment. It is found that respondents are always proactive in their business
operations. They used to do advanced searching of new technologies for innovative
products that can meet the future demand of markets. In addition, proactive action on
product innovation, cost-effective machinery, and searching for new markets have
facilitated SMEs to gain brand reputation. Therefore, respondents state that their
businesses are improved and achieve desired goals.
The study finds out that innovativeness also affects on business performance of
SMEs in Nay Pyi Taw. There are high competitions in the markets and businesses are
trying to innovate their products or services in order to attract more customers. By
offering innovative products or services, many SMEs achieve better business
performance in terms of more customers, profits, market shares etc.
Regarding the second objective, when education plays as a moderating variable, it
is found that education has a partial positive moderating effect on relationship between
risk taking and business performance. On the other hand, it does not effect on other
relationships. According to the regression result, education enables people to make the
right decision about risk taking and business performance. Furthermore, work experience
has a partial effect on the relationship between risk taking and business performance as
the more work experience, the more people have confidence to take the risks. The study
also reveals that work experience has a partial effect on the relationship between proactiveness and business performance. As the people get experience over time, they can
foresee the needs and wants of customers, and market trends. By pro-activeness, firms
could offer better products or services so that customers are satisfied and become loyal
customers.

5.2

Suggestions and Recommendations
In order to improve the business performance, SMEs in Nay Pyi Taw could

improve their performance by focusing entrepreneurial orientations that affect the
business performance.
Risk taking is the main determinant of performance of SMEs in Nay Pyi Taw.
SMEs should take some calculated risk rather than to survive in the comfort zone.
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Government should encourage SMEs by arranging the relevant training in order to
manage and accept a change risk for their business success. For an overall understanding
of all risks, opportunities, and their respective interdependency, SMEs should implement
enterprise risk management. This enables the management to oversee risk exposure and
its potential effect on business objectives. SMEs should also need to develop new
capabilities and practices to faces challenges. Hence, SMEs should implement effective
risk management to face the existing weaknesses revealed by the current guidelines of
risk management due to the instability of the economic system. To keep up with these
changing environments, SMEs should apply risk management techniques in their business
strategy, not only to mitigate potential loss but also to exploit new business opportunities
arising from sustainability.
Regarding proactiveness, SMEs should cultivate a more proactive organizational
culture in which both top managers and owners would be able to recognize opportunities
in times of crises. In addition, they should proactively monitor market signals and
awareness of customer needs. Proactiveness is related to the business performance
because it allows firms to respond to market signals earlier than their competitors. The
ability to learn faster than competitors will be the only sustainable competitive advantage.
For innovativeness, SMEs should provide training for top managers and owners so
that they are capable of coming up new ideas. SMEs should encourage flexible work
practices for innovation. Moreover, government should encourage SMEs by arranging
workshops, forums and trainings in order to improve in their business performance.

5.3

Limitations and Needs for Further Research
Situational and time constraints were the main limitations of this study. There are

limitations in regard to what has been compiled, analyzed, presented and discussed in this
study. First of all, when analyzing the moderating variables, likert scales were used in
this study. In further studies, it is recommended that moderating effect of entrepreneurs
experience should analyze with quantity type data by entering the year’s of experience as
perceive for more valid results. And for education variable, Yes or No (0, 1) questions
should use for more validity.
Secondly, respondents for this study were chosen from SMEs in Nay Pyi Taw. It
is recommended, that future researchers should choose wider geographical areas for
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generalizing our study results. In addition, this study only covers three entrepreneurial
orientations: innovativeness, proactiveness, and risk taking. Therefore, further study
should also examine the effect of other entrepreneurial orientations such as competitive
aggressiveness and autonomy to cover all entrepreneurial orientations. For future
research, a more comprehensive model of internal characteristics of SMEs needs to be
developed such as market orientation, learning capability and relational flexibility so as to
improve business performance on an ongoing basis.
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APPENDIX B

Effect of Entrepreneurial Orientation on Business Performance

Model Summary
Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

.946a

.894

.891

.09007

a. Predictors: (Constant), Risk Taking Mean, Innovativeness Mean, Proactiveness Mean

ANOVAa
Sum of
Model
1

Squares

df

Mean Square

F

Sig.

323.892

.000b

Regression

7.883

3

2.628

Residual

.933

115

.008

Total

8.816
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a. Dependent Variable: Business Performance Mean
b. Predictors: (Constant), Risk Taking Mean, Innovativeness Mean, Proactiveness Mean

Coefficientsa
Unstandardized Standardized
Coefficients
Model

Coefficients

Statistics
t

Std.
B

1

Collinearity

Error

(Constant)

.730

.130

Innovativeness

.185

.062

.145

.527

Sig.

Beta

Tolerance

VIF

5.624

.000

.162

3.002

.003

.317

3.157

.056

.156

2.593

.011

.253

3.950

.037

.692

14.331

.000

.394

2.535

Mean
Proactiveness
Mean
Risk Taking
Mean
a. Dependent Variable: Business Performance Mean

Moderating Effects of Educational Background on the Relationship between
Entrepreneurial Orientation and Business Performance

Model Summary
Change Statistics
R
Adjusted R Std. Error of R Square
F
Sig. F
Model
R
Square
Square
the Estimate Change Change df1 df2 Change
a
1
.979
.958
.956
.05726
.958
643.750 4 114
.000
b
2
.980
.960
.958
.05610
.003
2.586
3 111
.057
a. Predictors: (Constant), Edu_Dummy, Zscore: Innovativeness Mean, Zscore: Proactiveness
Mean, Zscore: Risk Taking Mean
b. Predictors: (Constant), Edu_Dummy, Zscore: Innovativeness Mean, Zscore: Proactiveness
Mean, Zscore: Risk Taking Mean, RM_Edu, PM_Edu, IM_Edu

ANOVAa
Sum of
df
Mean Square
F
Sig.
Squares
1
Regression
8.443
4
2.111
643.750
.000b
Residual
.374
114
.003
Total
8.816
118
2
Regression
8.467
7
1.210
384.316
.000c
Residual
.349
111
.003
Total
8.816
118
a. Dependent Variable: Business Performance Mean
b. Predictors: (Constant), Edu_Dummy, Zscore: Innovativeness Mean, Zscore:
Proactiveness Mean, Zscore: Risk Taking Mean
c. Predictors: (Constant), Edu_Dummy, Zscore: Innovativeness Mean, Zscore:
Proactiveness Mean, Zscore: Risk Taking Mean, RM_Edu, PM_Edu, IM_Edu
Model

Model
1

Coefficientsa
Unstandardized
Coefficients
B
Std. Error
4.507
.031
.026
.009

(Constant)
Zscore: Innovativeness
Mean
Zscore: Proactiveness
.027
.011
Mean
Zscore: Risk Taking
.084
.012
Mean
Edu_Dummy
.194
.015
2
(Constant)
4.377
.059
Zscore: Innovativeness
.032
.042
Mean
Zscore: Proactiveness
.049
.024
Mean
Zscore: Risk Taking
.162
.033
Mean
Edu_Dummy
.135
.027
IM_Edu
.026
.020
PM_Edu
.006
.015
RM_Edu
.041
.017
a. Dependent Variable: Business Performance Mean

Standardized
Coefficients
Beta

t

Sig.

.094

147.273
2.706

.000
.008

.100

2.591

.011

.307

7.224

.000

.544
.119

13.060
74.630
.772

.000
.000
.442

.178

2.000

.048

.593

4.855

.000

.378
.212
.048
.261

4.982
1.346
.379
2.488

.000
.181
.706
.014

Moderating Effects of Experience on the Relationship between Entrepreneurial
Orientation and Business Performance

Model Summary
Change Statistics
R
Adjusted Std. Error of R Square
F
Sig. F
Model
R
Square R Square the Estimate Change Change df1 df2 Change
a
1
.946
.895
.891
.09017
.895
242.585 4
114
.000
b
2
.968
.937
.933
.07049
.043
25.180
3
111
.000
a. Predictors: (Constant), Exp_Dummy, Zscore: Risk Taking Mean, Zscore: Proactiveness
Mean, Zscore: Innovativeness Mean
b. Predictors: (Constant), Exp_Dummy, Zscore: Risk Taking Mean, Zscore: Proactiveness
Mean, Zscore: Innovativeness Mean, RM_Exp, IM_Exp, PM_Exp

ANOVAa
Sum of
df
Mean Square
F
Sig.
Squares
1
Regression
7.890
4
1.972
242.585
.000b
Residual
.927
114
.008
Total
8.816
118
2
Regression
8.265
7
1.181
237.615
.000c
Residual
.552
111
.005
Total
8.816
118
a. Dependent Variable: Business Performance Mean
b. Predictors: (Constant), Exp_Dummy, Zscore: Risk Taking Mean, Zscore:
Proactiveness Mean, Zscore: Innovativeness Mean
c. Predictors: (Constant), Exp_Dummy, Zscore: Risk Taking Mean, Zscore:
Proactiveness Mean, Zscore: Innovativeness Mean, RM_Exp, IM_Exp, PM_Exp
Model

Model
1

Coefficientsa
Unstandardized
Coefficients
B
Std. Error
4.097
.021
.058
.021

(Constant)
Zscore: Innovativeness
Mean
Zscore: Proactiveness
.049
.018
Mean
Zscore: Risk Taking
.187
.014
Mean
Exp_Dummy
.025
.029
2
(Constant)
4.130
.017
Zscore: Innovativeness
.014
.022
Mean
Zscore: Proactiveness
.073
.021
Mean
Zscore: Risk Taking
.220
.011
Mean
Exp_Dummy
.058
.041
IM_Exp
.018
.040
PM_Exp
.085
.034
RM_Exp
.185
.028
a. Dependent Variable: Business Performance Mean

Standardized
Coefficients
Beta

t

Sig.

.211

198.366
2.693

.000
.008

.179

2.722

.007

.683

13.831

.000

.068
.052

.868
243.922
.646

.387
.000
.520

.268

3.452

.001

.806

19.509

.000

.156
.066
.439
.722

1.422
.456
2.490
6.526

.158
.649
.014
.000

APPENDIX A
YANGON UNIVERSITY OF ECONOMICS
DEPARTMENT OF MANAGEMENT STUDIES
MBE PROGRAMME
Survey questionnaire for entrepreneurial orientation and business performance of
SMEs in Nay Pyi Taw
Dear Survey Participant,
I am a MBA candidate from Yangon University of Economics. As part of the
academic requirements for the Master of Business Administration (MBA) degree, students
need to complete MBA Thesis. The purpose of my thesis paper in to analyze the moderating
effect of entrepreneur’s demographic characteristic on the relationship between
entrepreneurial orientation and business performance of SMEs in Nay Pyi Taw. In particular,
the research is expected to provide a better understanding of how demographic characteristics
moderating on the relationship between entrepreneurial orientation and business performance
of SMEs in Nay Pyi Taw. My intended respondents are owners/managers/supervisors of the
firms.
I would appreciate your help in completing my MBA Thesis of filling out of the
following questionnaires. Your answers will be handled strictly confidential and will
exclusively be used for the purpose of this research. Your name will not be mentioned
anywhere on the document so kindly answer the questions as honest and objective as possible
in order to contribute to the success of this study.
Thank you so much for your time and support.

Sincerely,
EI THU ZAR MYO
MBA II – 45
MBA 24th Batch

QUESTIONNAIRE

There are THREE (3) sections in this questionnaire. Please answer ALL questions by
checking or selecting numbers that BEST describe your situation. It will approximately take
less than 15 minutes to complete.
SECTION A: Background information of the Respondent and Business
(A-1) Please indicate √ your gender
Tick √

Gender
1

Male

2

Female

(A-2) Please tick the number in the box best describes the range in which your age falls
range in years
Tick √

Age
1

Below 20 years

2

20 – 30 years

3

31 – 40 years

4

41 – 50 years

5

Over 50 years

(A-3) To date, what has been your highest formal qualification?
Level of Education
1

Basic Education Level

Tick √

2

Some College (Certificate/ Diploma)

3

University (Bachelor Degree-Level)

4

Post graduate level (Masters/Doctorate Degree)

(A-4) How many years of experience do you have in this firm?
Years of Experience
1

Below 3 year

2

Between 3 to 6 years

3

Between 7 to 9 years

5

Over 9 years

Tick √

(A-5) Where does generally classify your industry to belong?
Industry
1

Clothing apparel & wearing

2

Construction raw materials

3

Food & Beverages

4

Personal goods

5

Household goods

6

Paper & paper products/Literature & arts

7

Industrial raw materials

8

Mineral process and production

9

Farming and Agricultural equipment

10

Machinery and equipment

Tick √

11

Electrical equipment productions

12

Vehicular manufacturing

13

Miscellaneous

(If your answer is “Miscellaneous” please specify -------------------------------------)

SECTION B: Entrepreneurial Orientation (EO)
Please indicate the extent to which you agree or disagree with each of the following
statements by selecting the appropriate level
1= Strongly Disagree
2= Disagree
3= Neutral
4= Agree
5= Strongly Agree
I

Innovativeness

1

The number of products offered by our firm has
steadily increased over the past year.

2

Our firm’s marketing process has changed over the
past year.

3

Our firm’s business structure has changed over the
past year.

4

Our firm finds investing in new ideas and
implementing them.

5

Our firm feels its products and processes require
continuous improvements.

1

2

3

4

5

II

Proactiveness

1

We typically initiates actions to which our
competitors respond to

2

We always find out future needs of customers.

3

We always tries to take the initiative in every
situations (e.g against competitors, Covid-19
situation)

4

We excel at identifying opportunities.

5

We offer more new products in relation to our
competitors.

III

Risk Taking

1

I assumed that the term risk taker is a positive
attitude for my business.

2

I am willing to take a risk concern with my
business.

3

I am willing to try new ways of doing things for my
business.

4

I enjoy getting into new situation where I can’t
predict how things will turn out

5

In order to success my business, I am willing to
change my business that involve risk.

1

2

3

4

5

1

2

3

4

5

SECTION C: Business Performance (BP)
Please indicate the extent to which you agree or disagree with each of the following
statements by selecting the appropriate level
1= Strongly Disagree
2= Disagree
3= Neutral
4= Agree
5= Strongly Agree
Sr.No.

Business Performance

1

Our firm is increased in the number of
employees.

2

Our firm is increased in the number of branches.

3

Our firm’s growth rate is satisfying.

4

Diversifications of product line and service
contents are satisfying.

5

New customer’s growth is steadily increased.

6

We are satisfied with the return on our
investments.

7

In general, my company has achieved a very
positive financial outcome.

1

Thank you very much for your cooperation.

2

3

4

5

