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The Influence of Entrepreneurial Orientation of Small-Medium
Enterprise’s CEO on Business Performance: Mediating Effect of
Product and Service Innovation

Choi, Suheyong”
Kang, Heekyung**
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Abstract

SMEs play an important role in the domestic economy. Regarding competency to respond flexibly to unpredictable changes, agility of
SMEs is more emphasized. Entrepreneurship orientation is an important factor in the source of SMEs that enable such competency.
Entrepreneurial orientation refers to the tendency of a CEO or a member of a corporation to be innovative, risk-taking, and active in the
face of various market opportunities. In other words, it refers to the tendency to be expressed in the activities of the entire company
without regard to specific technologies or industries. Entrepreneurial orientation has a direct or indirect effect on business performance.
Therefore, in this study, we conducted theoretical and empirical studies on the effect of entrepreneurial orientation of SME managers on
business performance.

Research hypotheses were derived through theoretical research. We focused on the mediating effect of innovation activity and tried to
identify the mechanism that entrepreneurial orientation leads to business performance through product innovation and service innovation
activity. We investigated whether innovativeness, proactiveness, and risk-taking, which are sub-variables of entrepreneurial orientation,
affect business performance through product innovation and service innovation. We conducted a survey of SMEs in Busan and Kyungnam
regions to examine the research hypotheses. The results show that product innovation and service innovation have mediating effects.

The results of the study are as follows. Product innovation has mediating effect of innovativeness and risk-taking on business
performance. Service innovation has been found to mediate innovativeness, proactiveness, and risk-taking on business performance. There
was a difference in the mediation effect between the two innovations. Product innovation showed a low mediating effect and a large
direct effect. On the other hands, service innovation is relatively more mediating than product innovation. The implications of the
research results are derived in relation to the essential differences between product innovation and service innovation. Limitations of the

study and directions for future research are presented.

Keywords: SME, Entrepreneurship, Entrepreneurial orientation, Innovativeness, Proactiveness, Risk-taking, Product innovation, Service

innovation, Business performance, Mediating effect
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