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ABSTRACT

Entrepreneurial behavior and market oriented behaviors throughout the organization is
crucial for the firm success, since it allows the organization to deal with the
competition. Corporate entrepreneurship as a sub field of entrepreneurship is a practice
of entrepreneurial behavior in established organizations. Market orientation is a practice
of identification of market requirements and creates value to customers. Since both
orientations clearly have a relationship on firm performance, the current study focuses
on Small and Medium Scale enterprises (SMEs) where the researchers have ignored in
studying the relationship between corporate entrepreneurship, market orientation and
organizational performance. Accordingly, the current study is addressing the research
gap of SME sector to investigate the nature of relationship between the constructs.
Hence, the objective of this study is to investigate the relationship between corporate

entrepreneurship, market orientation and organizational performance in SMEs.

The research was based on the relevant literature to operationalize the constructs.
Accordingly, deductive research method was used with the existing literature to test of
the theory in Sri Lankan context. This study was undertaken with SMEs in Southern
province in Sri Lanka. A structured questionnaire was used for the survey as a method
of data collection from a systematic sampling method. To analyze the collected data,
this study used Partial Least Squares path modeling (PLS). The reliable and valid
measurement model permits an empirical evaluation of the hypotheses in the structural
path model. The tests of eight hypotheses in the structural model was performed and
found negative relationship between autonomy, risk taking, competitive aggressiveness

and inter-functional coordination over SMEs performance. However, the overall

Xi



relationship between corporate entrepreneurship and market orientation is positive
where corporate entrepreneurship has a statistically significant relationship on

organizational performance.

The current research has confirmed the existing findings of the literature, and further
provide insight for SMEs to utilize entrepreneurial practices and market oriented
practices for improve performance. With the findings of the study it is proposed to the
management of SMEs to practice entrepreneurial and market oriented behavior
throughout the organization for improve their performance. Further, it provides a model
for future research to study the relationship between each constructs in different
contexts with adding other particular demographic variables. Accordingly, this research
field is one of the fields in which much academic research needs to be carried out in
years to come, ensuring plenty of research opportunities also after the completion of this

study.

Key words: Corporate entrepreneurship, Market orientation, Small and Medium Scale

enterprises (SMEs), Organizational performance
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CHAPTER 01

Introduction

1.1 Introduction

Corporate entrepreneurship as a sub field of entrepreneurship has been interesting fields
of research for many authors who attempt to investigate paths to improve performance
in the competitive business environment. Global competition over all the industries has
become a critical issue for those companies in each industry which strongly drive the
companies to continuous application of entrepreneurial behavior. To compete in global
markets new ways of managing companies are required by allowing interna! and
external relationships of companies towards a common goal of better performance.
Thus, in turbulent environment in global context, organizations require continuous
innovations together with identification of sustainable business opportunities and
commercialize them by assuming risks. Thus, companies expect their managers to exert
high level of efforts on entrepreneurial behavior which may result in innovativeness and
risk taking behavior for organizational success and survival. Rapid environmental
changes and emergence of technological applications in all the business aspects, also
seems to require innovativeness in exploitation of opportunities and apply solutions in a
sustainable manner. According to global economic changes organizations require to
seek for opportunities continuously and seek for sustainable ways of satisfying their
stakeholders. Today, not only wealth maximization of the shareholder but also the
companies should focus their stringent attention for customer and supplier satisfaction
too as essential practices. Thus, to avoid stagnation in particular business arena,

organizations are trying to seek applications of entrepreneurial practices in each and



every business operations within their business context. Thus, a strong attention of
creation of internal environment which encourage entrepreneurial behavior is needed by

the established organizations.

In this regard, entrepreneurial practices in existing organizations and its implications for
performance is an essential area of study to recommend management about the
application of knowledge for success. And also the organizational effort toward
encouraging entrepreneurial behavior is a must in present day context. To exploit
environmental opportunities, an orientation toward the target market is also critical to
commercialize their product or services to face the huge competition. Thus, exploiting
opportunities in the market and use entrepreneurial capabilities for organizational
development efforts may result in better performance. On the other hand, to take the
advantages of market opportunities, entrepreneurial vision and behavior is essential for
all the organizations for their success. Thus it seems to have clear relationships
between market orientation, entrepreneurship and the performance of organizations.
Since the importance of this issue, the present study focus on assessing the relationship
among these three concepts called entrepreneurship within firms i.e. corporate

entrepreneurship, market orientation and organizational performance.

The present study, expects to investigate the relationships between the selected
variables by using a sample from small and medium sized enterprises (SMEs) in Sri
Lanka. SMEs are critical gear in any economy which fuel the economic growth,
generate employment opportunities and increase gross domestic production while
giving some societal solutions too. Accordingly, as subsequent target of the present
study, is to assess entrepreneurial aspects and marketing aspects of SMEs which may

impact on their performance.



1.2 Problem Statement

“Entrepreneurship is not only the characteristics of different, brave, talented, genius
individuals, but also an institutional concept” (Ozdemirci, 2011). Thus,
entrepreneurship can be identified in a duel way as individual entrepreneurship and
entrepreneurship as a group of people who are employing in existing companies which
termed as corporate entrepreneurship. Several terms have been used in the literature for
corporate entrepreneurship as, intrapreneuring; corporate entrepreneurship; internal
corporate entrepreneurship; corporate venturing; internal corporate entrepreneurship;
strategic renewal; internal entrepreneurship and venturing (Antoncic; 2007). Corporate
entrepreneurship is defined as “a process whereby corporate entrepreneurs of
established business organizations undertake product and service innovations, act
proactively and are willing to take risk through internal and external business ventures
in order to enhance their companies performance” (Zain and Hassan, 2007). Since
corporate entrepreneurship actively encourage the innovative tendencies of their
employees, it has become rapidly applying concept (Davis, 2006) that most of
organizations pay their attention to apply in the organizational context. In this regard,
organizations must exploit opportunities in the environment and offer sustainable
solutions which lead firms’ success. Exploiting opportunities and creating something
new to the markets involves considerable level of risk. Further, organizations need to
identify opportunities foremost other than their competitors. Thus, to be successful in
the enormous competition, organizations require using entrepreneurial practices. When
organizations can apply entrepreneurial practices in their organizational setting, it seems

to have a potential development for the better performance.



