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Abstract 
Small and Medium Enterprises (SMEs) can be a cushion for unstable economic condition. They 
are believed to be able strengthen the economic development of a country. The statistics 
shows that they are accounted for more than 95 per cent of enterprises across the world. 
Acknowledging the importance of various contributions of SMEs business performance to an 
economy, many studies on internal and external factors affecting business performance 
including entrepreneurial orientation and access to finance has been done.  Business 
performance, however, requires more than resources. To cope with these situations, they 
must have enough financial access in order to finance their business development. Despite its 
increasing importance to the economy and individual entrepreneurs, SMEs struggle hard to 
access to finance. Unfortunately, there is limited study to prove that entrepreneurial 
orientation would increase access to finance and ultimately increase performance. Therefore, 
the purpose of this study is to test the relationship of entrepreneurial orientation and access 
to finance on SMEs performance and unearth whether access to finance can be a mediator in 
the relationship between entrepreneurial orientation and business performance. For start-
up, this study employed a primary data set drawn from 30 SMEs and using regression analysis 
to test all hypotheses.  By testing the mediator effect, this study advances the previous works 
on this area which considers this effect on business performance simultaneously.  The main 
findings indicate that entrepreneurial orientation and access to finance are positively 
significant on business performance and entrepreneurial orientation would help business to 
get access to capital and hence its performance could be improved. Since this study is 
preliminary stage, the small sample size was the major limitation of this study which inhibited 
the comparison of the results between industry sectors. A study of this nature is vitally-
important to highlight the stakeholder such as government, private bodies, NGOs, policy 
maker and entrepreneurs on the important of entrepreneurial orientation and accessibility to 
finance on business performance. 
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1. Introduction  
The contemporary studies in small business normally discuss the issues of business 
performance in their studies (Steffens et al., 2009). This issue sparked a heated debated not 
only to business media but policy makers, too (Storey, 2011). However, this area of research 
still limited in their empirical base (Blackburn & Jarvis, 2010), dependent on normative 
assumptions (Gibb, 2000) and theoretically weak (Leitch et al., 2010). This topic is need for 
more empirically robust studies subject to a series of complex factors that determine growth 
and performance in small business (Levie & Lichtenstein, 2010). 
 
Many studies have been done focus on business performance. Factors associated to the 
performance are also many such as sector activities, firm size, management experiences 
(Baldwin, 2005; Storey, 2004), customer’s satisfaction, government policy (Dobbs & Hamilton, 
2007), socio-cultural factors involved in entrepreneurial activity (Welter & Smallbone 2011), 
including entrepreneurial orientation (Bolton & Lane, 2012; Awang et al., 2010) and access to 
finance (Harvie, Oum, & Narjoko, 2011; Mohammed & Obeleagu-nzelibe, 2014). 
 
Some studies and empirical evidence show that entrepreneurial orientation would enhance 
access to finance (see Covin & Lumpkin, 2011; Pandula, 2011; Ghimire & Abo, 2013). 
Unfortunately, there is limited study to prove that entrepreneurial orientation would increase 
access to finance and ultimately increase performance. Moreover, entrepreneurial 
orientation in some studies had no significant impact on firm performance (Khalil, 
Nejadhussein & Fazel, 2013). This shows that entrepreneurial orientation had no direct 
impact on business performance (see Lumpkin & Dess, 1996; Wiklund & Shepherd, 2005). This 
might be true for sustain business operation capital is more important. Entrepreneurial 
orientation would help small business to get access to capital and hence its performance 
could be improved. Therefore, the purpose of this study is to test the relationship of 
entrepreneurial orientation represented by three main dimensions (innovativeness, risk 
taking and aggressive competitiveness) on SMEs performance and unearth whether access to 
finance can be a mediator in the relationship between entrepreneurial orientation and 
business performance. 
 
2. Theoretical Framework And Hypotheses Development  
2.1 Entrepreneurial Orientation and Business Performance 
Performance of an organisation is based on the result from various strategies that are 
adopted by the organization itself. Harabi (2007) indicated that the principal factors of firm 
performance are related to business strategies, location, price competitor, company liability, 
market demand and certain government policies. Prior researchers suggested that financial 
measure should have a linkage with the market based measures (Dess & Davis, 1984).  
 
The suitability of exploring the dimensions of entrepreneurial orientation multidimensionality 
or in unidimensionality is a matter of theoretical viewpoint (Covin & Wales, 2012; Covin, 
Green, & Slevin, 2006). Historically, the model of entrepreneurial orientation is introduced by 
Miller (1983) with prior dimension of entrepreneurial orientation are innovation, risk taking 
and pioneering (also known as aggressive competitiveness). Since entrepreneurial orientation 
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model has been developed since last decades, many studies whether quantitative and 
qualitative had been done. The significant impact of entrepreneurial orientation on business 
performance and growth has been proved by previous researchers. It has been revealed that 
entrepreneurial firms, profitability, growth, firm performance and product innovation are 
closely related each other (see Moreno & Casillas, 2008; Avlonitis & Salavou, 2007). 
Zampetakis et al. (2011) added that firm with high entrepreneurial orientation will perform 
better than firms that are less. Empirical evidences by Rauch and Frese (2009) resulted 24 per 
cent of the firm performance was explained by entrepreneurial orientation. Justin et al.  
(2010) found that top managers with high of entrepreneurial orientation for instance willing 
to take risk, show high degree of ahead compared competitor and favour innovative activities 
have positive related to performance of the firm. Therefore, the main hypothesis of this study 
was the following: 
 
H1: Entrepreneurial orientation is positively and significantly related to business 
performance. 
 
However, since entrepreneurial orientation has multi-dimensional construct, this study had 
the following expectations: 
 
H1a: The innovativeness is positively and significantly related to business performance. 
H1b: The risk taking is positively and significantly related to business performance. 
H1c: The aggressive competitiveness is positively and significantly related to business 
performance. 
 
2.2 Entrepreneurial Orientation and Access to Finance 
Entrepreneurial orientation and access to financial services is inter-related each other. Even 
lack of the previous literature identifies the direct relationship between them, however, 
without adequate resources, all strategic intentions and plans cannot be accomplished (Tang 
et al., 2008). Covin and Lumpkin (2011) reminded that the dimensions of entrepreneurial 
orientation can support getting capital or financial resources to the firm.  
 
Not only to the business performance, has entrepreneurial orientation also opened up many 
chances for company in order to access to external finance too. To Mukiri (2011) the firms 
that have an entrepreneurial orientation are more focus and effort toward seeking 
opportunities from supply of capital. While, Haung et al. (2011) believed that entrepreneurs 
with high risk-taking behaviour is willing to take any risk including access to external financial 
capital. In other words firm strategic activities improve firm’s cash flows, sales volume and 
profit which could increase the availability of financing (Ghimire & Abo, 2013; Pandula, 2011). 
They argue that extent of financing and the choice of capital sources are both driven by a 
multitude of firm strategic abilities. Therefore, entrepreneurial characteristics found to have 
positive influence on SMEs access to debt (Fatoki & Asah, 2011). Likewise, entrepreneurial 
skills enhance better access to resources including financial resources (Mohammed & 
Obeleagu-nzelibe, 2014). On the basis of previous research this study assumes the second 
hypothesis and sub-hypotheses as below: 
 
H2: Entrepreneurial orientation is positively significant with access to finance.  
H2a: Innovativeness is positively significant with access to finance. 
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H2b: Risk taking is positively significant with access to finance. 
H2c: Aggressive competitiveness is positively significant with access to finance. 
 
2.3 Access to Finance and Business Performance 
In most industrially developed and developing economies, a growing number of SMEs need 
access to a wide range of sources of finance (Hussain, Millman, & Matlay, 2006). Based on 
previous studies, access to enough financial resources would give many benefits to business. 
Access to finance is believed helps all firms to grow and prosper (Butler & Cornaggia, 2009; 
Stam & Garnsey, 2008). Ayyagari et al. (2011) found that bank financing has a high impact on 
growth of firms. Nevertheless, they noted that the growth of firms relies heavily on alternative 
financing conduits despite the formal financing. Moreover, the study in US depicted that 
financial access gives a positive significant change to agricultural crop yields. The states that 
have a high access to finance relatively increase their production levels (Butler & Cornaggia, 
2009).  
 
Many studies highlighted access to finance as one of the driving factors of an enabling 
economic environment (see Isern et al., 2009; Hussain et al., 2006). Increased access to 
finance for SMEs can improve economic conditions in developing countries by fostering 
innovation, macroeconomic resilience and GDP growth (Bouri et al., 2011). In other words, 
aggregate economic performance will be improved by increasing the access to capital (World 
Bank, 2011). Accordingly it is hypothesized that: 
 
H3: Access to finance is positively associated with SMEs performance. 
 
2.4 Entrepreneurial Orientation, Access to Finance and Business Performance 
Ability of enterprise to get required business capital is relying on various firm strategies. Firm 
that create effective strategic orientation can make more returns and profits and attract more 
external finances (Cheng, Ioannou, & Serafeim, 2014). Subsequently, Ganbold (2008) point 
out that firm’s failure to utilize principles that will direct and influence viable behaviours and 
activities are a significant reason impeding SMEs to get obliged financial resources. In fact, 
poor strategic actions in SMEs are one of the primary reasons that SMEs could not access 
finance. Aktan and Bulut (2008) stated that strategic activities positively affect the firms’ 
financial access in the future. However, getting sufficient financial resources is determined by 
the firm operation and strategic activities (Mazanai & Fatoki, 2012; Rahaman, 2011; 
Steinerowska-streb & Steiner, 2014). Therefore, configuring operative strategic orientation 
may enable firm to attract external investors. 
 
There are several previous studies had introduced access to finance as a mediator variable. 
For instance, the study by Zampetakis et al. (2011) which examine the relationships among 
entrepreneurial orientation, access to financial resources, and broadcasted product 
performance. The Results of Bayesian path analysis indicate that access to financial resources 
fully mediates the effect of entrepreneurial orientation on product performance. Likewise, 
Fatoki (2012) investigates the impact of entrepreneurial orientation on access to debt finance 
and performance of small and medium enterprises (SMEs). The results also indicate that 
access to debt finance partially mediates the relationship between entrepreneurial 
orientation and the performance of SMEs. Consequently, based on these arguments and prior 
research findings, there is possibility of entrepreneurial orientation has significant 
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relationship to access to finance and directly could improve the firm performance. Hence, the 
third hypothesis and the sub-hypotheses can be derived as follows: 
 
H4: Entrepreneurial orientation and business performance is a mediated by access to finance 
rather than direct relationship.  
H4a: Innovativeness and business performance is mediated by the access to finance rather 
than direct relationship. 
H4b: Risk taking and business performance is mediated by the access to finance rather than 
direct relationship. 
H4c: Aggressive competitiveness and business performance is mediated by the access to 
finance rather than direct relationship. 
 
3. Research Methods  
This study is employed quantitative approach in preliminary data collection and analysis. This 
approach is most suitable since this study will test the relationship among constructs. As 
mentioned by Burns and Grove (2005) define quantitative research as a formal, objective, 
systematic process to test relationship and examine the cause and effect of interactions 
among variables. 
 
3.1 Sample and Data Collection 
As a preliminary study, 30 samples are set drawn from SMEs comprise various sectors by using 
the judgment sampling technique which confined to specific types of people who can provide 
the desired information, either because they are the only ones who have it, or conform to 
some criteria set by the study (Sekaran & Bougie, 2009). Therefore, a strict instruction applied 
for collecting data which are; 1) the number of fulltime employees in the firm must be 
between 5 and 75; 2) the business must be operated in 3 years and above; and 3) the 
respondent must be owner or manager of the business. 
 
Data can be collected from primary and secondary sources (Ngehnevu & Nembo, 2010). 
Therefore, self-administered questionnaire is used as primary data in this study. For practical 
used in Malaysia environment, the questionnaire was provided into two languages, English 
and Bahasa Melayu. While, the secondary data was gathered from books, journal articles, 
annual reports, websites and theses including published and unpublished work since they also 
important to provide necessary information regarding the areas of study. 
 
3.2 Variables and Measurement 
The dependent variable for this study is business performance. Business performance is 
represented by six items reformed from previous studies (see Ar and Baki, 2011; Gathenya et 
al., 2011) namely; sales, market share, customer satisfaction on product, product quality level, 
profitability level and production level. All items are subjectively measured by using five-point 
of Likert scale which is represented by 1 is significantly lower, 3 is unchanged and 5 is 
significantly higher. Next, the independent variable is entrepreneurial orientation which is 
represented by three common dimensions specifically; innovativeness, risk taking and 
aggressive competitiveness adjusted from the study by Callaghan (2009), Bulelwa (2008) and 
Hughes and Morgan (2007). All dimensions exemplified by five items reviewed from many 
previous studies (e.g. Bolton and Lane, 2012; Lan and Wu, 2010). Meanwhile, the mediating 
variable is access to finance which is represented by four item indicating the level of accessing 
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external financial sources measured by five-point which are 1= no access, 2= irregular, 
3=medium, 4=regular and 5= highly regular. All items were adapted the study by Oni, Paiko 
and Ormin (2012). 
 
4.  Preliminary Result And Analysis  
For preliminary stage, 40 questionnaires were initially provided by the researcher to the 
respondents.  However, only 30 questionnaires were considered to be legitimate and had met 
the required inclusive criteria for this research. 10 questionnaires were returned as they were 
deemed unusable since they were either blank or the respondents did not complete two or 
more question in the questionnaire.  
 
Table 1 depicts the entrepreneurs’ background. A total of 30 samples were used in this pilot 
study all are Malays. In terms of the gender of the respondents, it shows that the majority, 
70% were male compared to 30% female. The majority of participants are aged between 31 
to 50 years old, while only three respondents were aged above 60. This shows that a large of 
the participants were in middle-age group. Furthermore, most of the entrepreneurs in this 
study had business experiences 6 to 10 years. Based on the business owners’ experiences, as 
mentioned by Rosman and Mohd Rosli (2011), majority of them had experience before they 
start business. In terms of their educational level, most of the respondents completed their 
studies from secondary school which is 67%, while, the rest 10% attended post-secondary 
education and 23% graduated from tertiary education. Generally, most of the respondent has 
received the basic education. Non-schooling respondents are basically the older generation. 
 
Table 1:  
Entrepreneurs Background 

Item 
Frequency 

N=30 100.0% 

Gender Male 21 70.0 
 Female 9 30.0 
Age ≤ 30 years old 4 13.3 
 31-40 years old 8 26.7 
 41-50 years old 9 30.0 
 51-60 years old 6 20.0 
 > 60 years old 3 10.0 
Experiences ≤ 5 years 7 23.3 
 6 – 10 years 11 36.7 
 11 – 15 years 3 10.0 
 16 – 20 years 3 10.0 
 26 – 30 years 5 16.7 
 > 30 years 1 3.3 
Educational Level Secondary 20 66.6 
 Post-secondary education 3 10.0 
 Tertiary education 7 23.3 

Source: Based on data preliminary survey. 
 
Table 2 presents the enterprise background. Business activities are divided into four main 
categories which are services, construction, manufacturing (including retail and wholesale) 
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and agricultural. From the survey of 30 enterprises, this study found that most of them are 
involved in services (66.7%) compared to others. In line by comparing to national percentage, 
services sector is contributing 90% compared to others (SME Annual Report, 2015). In term 
of business ownership, almost of them are sole-proprietorship (93.3%) compared to 
partnership (6.7%). More than that, over 90% of them operated their business more than 10 
years. This shows that most of the entrepreneurs were operating established business. 
According to Ngehnevu and Nembo (2010), the duration of business are related to the stage 
of development like newly started (below 1 year), young but established (1-5 years), growing 
(5-10 years) and mature but needs renewal (10 years and above). Moreover, majority of the 
enterprises have number of full-time employees between 5 and 25 (83.4%). Overall, utmost 
half of enterprises could generate average monthly sales over RM 40,001 (43.3%). 
 
Table 2:  
Enterprises Background 

Item 
Frequency 

N=30 100.0% 

Business Type Services 20 66.7 
 Manufacturing 8 26.7 
 Construction 1 3.3 
 Agriculture 1 3.3 
Ownership Type Sole-proprietorship 28 93.3 
 Partnership 2 6.7 
Business Age 3-5 years 6 20.0 
 6 -10 years 13 43.3 
 11-15 years 4 13.3 
 16-20 years 2 6.8 
 21-25 years 1 3.3 
 > 25 years 4 13.3 
No. of Fulltime Employees 5 – 25 25 83.4 
 26 – 45 4 13.3 
 > 45  1 3.3 
Monthly Sales(RM) ≤ 10,000 7 23.3 
 10,001 – 20,000 6 20.0 
 20,001 – 30,000 3 10.0 
 30,001 – 40,000 1 3.3 
 > 40,001 13 43.3 

Source: Based on data preliminary survey. 
 
Based on the result of a preliminary reliability tests, the Cronbach’s Alpha for all constructs 
were range 0.66 to 0.94. Even not all constructs exceed 0.70 of Cronbach’s Alpha value as 
suggested by Nunnally (1978, p.245), but, majority of the constructs showed the Cronbach’s 
Alpha value higher than 0.70. The alpha coefficient for the all items are suggesting that the 
items have relatively high internal consistency to represent each construct (see Table 3). 
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Table 3:  
Reliability test for preliminary study 

Construct Cronbach’s Alpha Value No. of items 

Dependent variable   
     Business performance 0.936 6 
Independent variables   
     Innovativeness 0.888 5 
     Risk taking      0.759 5 
     Aggressive competitiveness 0.848 5 
Mediator variable   
     Access to finance 0.655 4 

Source: Based on data preliminary survey. 
In order to test all hypotheses stated earlier, this study used regression analysis test to 
conclude findings. Since this study has a mediating variable (access to finance), mediating 
effects for the model is tested by following the steps suggested Baron and Kenny (1986). 
Three conditions must be fulfilled for a mediator to exist; 1) the independent variable must 
be significantly related to the dependent variable, 2) the independent variable must be 
significant to the mediator, and 3) the mediator must be significant to dependent variable. 
Then, to conclude the effect of mediating, the impact of independent variable on dependent 
variable is either insignificant (total mediation) or less significant (partial mediation) when the 
mediator is included in the model.  
 
As in Table 4, step 1 and step 2 indicate that only risk taking and aggressive competitiveness 
had positive significant on business performance and access to finance, while innovativeness 
is not significant. Just as study by Justin et al. (2010) found that top managers with high of 
entrepreneurial orientation for instance willing to take risk, show high degree of ahead 
compared competitor have positive related to performance of the firm. As mentioned by 
Awang et al. (2010) the ability of a firm to sustain is directly related to a firm’s intensity to 
take calculated risks.  Next step 3 resulted that access to finance is positively significant to 
business performance. This result is support by the mumerous prior studies which underlined 
that financial access as one of the crucial factors of an enabling economic environment (e.g: 
Isern et al., 2009; Hussain et al., 2006). 
 
Lastly, in step 4 where mediator is included in the model. It shows that the relationship 
between risk taking and business performance is still significant, but the impact is less 
significant (decrease significant from 0.001 to 0.05), leads to partial mediation. Next, the 
relationship between aggressive competitiveness and business performance indicate 
insignificant when access to finance (mediator) included in the model. This stated that full 
mediation or total mediation.  Firm with better strategies firm will have more access to 
financing and ought to have the ability to enhance their performance (Achleitner, Braun, & 
Kohn, 2011).  Thus, an effective entrepreneurial orientation may be a good predictor of firm 
access to financial resources. 
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Table 4:  
Hypotheses Testing 

Step Constructs t-value Hypothesis Result 

Step 1 Innovativeness → Business 
performance 

1.904 H1a Not Significant 

  Risk taking → Business 
performance 

4.069*** H1b Significant 

 Aggressive competitiveness 
→ Business performance 

3.616*** H1c Significant 

Step 2 Innovativeness → Access to 
finance 

1.302 
 

H2a Not Significant 

  Risk taking →  Access to 
finance 

3.543*** H2b Significant 

 Aggressive competitiveness 
→  Access to finance 

3.053** 
 

H2c Significant 

Step 3 Access to finance → Business 
performance 

3.017** 
 

H3 Significant 

Step 4 Risk taking →  Access to 
finance → Business 
performance 

2.482* H4b Partial 
mediation 

 Aggressive competitiveness 
→  Access to finance → 
Business performance 

1.578 H4c Total 
mediation 

Note:* p<0.05, ** p<0.01, and *** p<0.001 are significant at the 0.05, 0.01 and 0.001 level 
respectively.  
Source: Based on data preliminary survey.  
 
5. Conclusion, Limitations And Future Research  
As conclusion, SMEs plays crucial roles in economic development in domestic as well as 
international market. Due to this, recognizing the significance of various contributions of 
SMEs performance to an economy, many studies on business performance has been done. 
Factors associated to the performance are also many including entrepreneurial orientation 
and financial support. So, the main objective of this study is to test whether the dimensions 
of entrepreneurial orientation namely; innovativeness, risk taking and aggressive 
competitiveness are positively related on business performance. Also, this study aims to 
unearth whether access to finance can be a mediator in the relationship between 
entrepreneurial orientation and business performance. By testing the mediator effect, this 
study advances the previous works on this area which considers these effect on business 
performance simultaneously. For start-up, this study employed a primary data set drawn from 
30 SMEs and using regression analysis to test all hypotheses.  The main findings indicate that 
only risk taking and aggressive competitiveness were positively significant translated into 
business performance. Also, this study found access to finance is positively significant on 
business performance and concluded that entrepreneurial orientation would help enterprise 
to get access to capital and hence its performance could be improved. 
 
Since this study is preliminary stage, the small sample size was the major limitation of this 
study which inhibited the comparison of the results between industry sectors. The sample for 
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this preliminary study comprised of 30 enterprises which the sample is very small proportion 
of the entire population of SMEs in the Malaysia. Hence, it is rather biased to assume that an 
individual response is a reliable and valid indicator for represent the whole population. Later, 
future researcher should extend this study by considering sufficient enough of data based on 
the population number of the studies. Additionally, the data collection was confined only one 
state in Malaysia. The replication of this study at different regions of Malaysia would enable 
better generalisability of the findings and have better responses to improving the findings. 
Then, this study only consider entrepreneurial orientation and access to finance as internal 
factors to business performance, while there are many other internal as well as external 
factors that should be consider in contributing to business performance. So, future work 
should ponder other factors such as business networking, economic factors and competition 
(Rosman and Mohd Rosli, 2011).  
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