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Abstract: The study objective is to empirically examine the mediating role of organizational culture on
entrepreneurial orientation (EO) and business performance relationships in Algerian manufacturing
SMEs. A sample of 180 Algerian Small medium enterprise (SME) owners/managers was collected
for the year 2021 by using structured questionnaires. This study has contributed to the existing
theory by evaluating the mediating role of Organizational Culture (OC) by using interaction effect
in partial least squares structural equation modeling (PLS-SEM). The results have supported the
hypothesized direct and mediate relationship: Entrepreneurial Orientation has the highest effect on
the Organizational culture. On the other hand, Entrepreneurial Orientation has a medium influence
on business performance. In addition, Organizational culture has a medium influence on business
performance. Additionally, Entrepreneurial orientation and organizational culture together explain
50.2% of the variances for the business performance construct. On the other hand, 38.9% of the
variances are explained by the entrepreneurial orientation for the organizational culture construct.
Their relationship receives considerable scholarly attention in the literature, but few studies have
been conducted among Algerian manufacturing SMEs. Hence, this investigation’s purpose is to add
to the research in the newer context of Algeria. Thus, this study was an attempt to bridge this gap
in the literature. This study can be used to supplement existing theories on organizational culture
and small-business performance. This paper discovers an excellent link between entrepreneurial
orientation and small and medium enterprise performance, with organizational culture as a partial
mediating factor. This research also has significant implications for academics and practitioners to
understand better entrepreneurial orientation, organizational culture perspectives, and organizational
performance. The conclusions have been empirically intended to help SME authorities and future
academics understand the function of entrepreneurial orientation and culture in improving the
organizational performance of SMEs, particularly in North Africa.

Keywords: mediating; modeling PLS-SEM; Algerian manufacturing SMEs; business performance;
entrepreneurial orientation; organizational culture

1. Introduction

Despite the fact that small and medium enterprises (SMEs) dominate the economy
in terms of size and employment, they produce low-value-added products/services
and exports.
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However, resource constraints, informal strategies, and flexible structures are common,
diminishing their resilience and placing them at danger from growing competition [1]. The
lack of innovation and creativity in SMEs is one of the reasons for these difficulties [2].
According to [3,4], a large number of SMEs fail as a result of their failure to implement
an Entrepreneurial orientation (EO) strategy. Consequently, SMEs may have been left out
of regulatory and social pressures. Nonetheless, the time has come when disregarding
SMEs’ environmental implications is no longer an option [5]. Entrepreneurship activity
in Algeria has witnessed a surge in the establishment of companies and the openness of
the state sector to private initiatives, starting with the first investment law in Algeria in
1993 and so on. At present, Algeria is encouraging entrepreneurs and supporting them in
establishing small businesses to absorb unemployment and to create a general economic
climate conducive to the establishment of businesses (finance, taxation, regulation) and
stimulate business leadership through a set of specific stimulus measures [6]. The term
entrepreneurship originates from the French word “entreprendre”, meaning to undertake.
Idrus et al. (2020) [7] predict that entrepreneurship can be explained as a combination of
recourses in new ways to create something valuable [8]. According to [9], one of the most
widely used constructs to assess firm entrepreneurship is EO. EO can be defined as “a
firm strategic posture toward entrepreneurship” and is a vibrant topic in entrepreneurship
research [10]. SMEs apply entrepreneurial orientation as their entrepreneurial strategy and
put it into their strategic planning, then their business may grow significantly [2].

Entrepreneurial orientation literature discusses a relationship between firms’ EO
attitudes and organizational performance [11], but few studies have been conducted among
Algerian manufacturing SMEs. Thus, EO–performance relationship suggests the need
for further research from an Algerian perspective. Hence, this paper’s scope offers a
deeper assessment of the mediating role of organizational culture between EO and business
performance in Algerian manufacturing SMEs.

Based on the above discussion, our research questions are: Does EO influence firm
performance? To what extent does the context of organizational culture mediate the
relationship between EO and business performance?

2. Related Work: Entrepreneurial Orientation, SME Performance, and
Organizational Culture
2.1. Entrepreneurial Orientation

Entrepreneurial orientation has its origins in the literature on the strategy-making
process [12,13]. Because of the attention, it has received from researchers in business
and management, and it has produced a considerable lot of knowledge [4,14–17]. The
importance of aggressively seeking new market opportunities is more highly valued in
an entrepreneurial orientation. Entrepreneurial orientation is traditionally assessed using
three criteria: innovativeness, risk-taking, and pro-activeness. [2,14,16,18–23]. Whereas
company behavior reflects innovativeness and pro-activeness, entrepreneurial attitude
reflects risk-taking. [24]. Other elements, such as autonomy and competition, are included
in a broader approach to entrepreneurial orientation [12,17,25–29]. A one-dimensional
approach, in which a company can only be described as entrepreneurial if all elements
of its entrepreneurial posture are highly developed, and a multidimensional approach,
in which a company can be treated as entrepreneurial even if not all components of its
entrepreneurial stance are highly developed [26]. Entrepreneurial orientation, defined
as a strategy-making process that provides businesses with a framework for making en-
trepreneurial decisions and taking action to attain a competitive edge, is one technique
to develop entrepreneurial thinking [28]. The term EO refers to a company’s attitude of
promoting excellent performance to obtain a competitive advantage. Entrepreneurially ori-
ented companies encourage their staff to decide on their own, actively propose innovations,
take measured risks, act proactively, and compete aggressively with competitors [19]. This
study will concentrate on Miller’s three EO factors: innovativeness, pro-activeness, and
risk-taking, deemed sufficient to reflect entrepreneurial orientation as a one-dimensional
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construct. Organizations could benefit from adopting an EO from a conceptual standpoint
since a fast-changing environment makes future earnings from existing enterprises unclear,
and firms must constantly find new opportunities [30]. EO is a market-driving method that
businesses utilize to develop business prospects and markets in various industries [23]; as
a result, it is an essential antecedent to firm-level entrepreneurship and performance [31].
Similarly, many authors see this perspective as a managerial trait that might help businesses
enhance decision making [17,32].

2.1.1. Innovativeness

The process of creative destruction, according to [33], leads to innovation. Muriithi
et al. (2019) [34] emphasized the importance of innovation in EO [4]. The support of new
ideas, innovation, experimentation, newness or improvement to processes or items, or the
search of new markets is defined as innovativeness in an organization [28]. Organizational
techniques and routines are more likely to be developed by innovative companies [35].
Entrepreneurial enterprises concentrate on innovative processes and concepts that can help
organizations increase their innovation skills and improve their innovation performance to
meet their consumers and markets [23].

2.1.2. Risk-Taking

The propensity of entrepreneurs and managers to take risks in favor of change and
innovation affects the extent to which a firm displays entrepreneurial orientation, according
to [36]. The degree to which managers will make significant and dangerous resource
commitments, i.e., those with a reasonable likelihood of costly failures, is characterized as
risk-taking [22]. A risk-taking mindset refers to the extent to which managers are ready
to use corporate resources to accomplish projects with unclear outcomes and significant
failure costs [19]. Taking risks causes developing bold initiatives that require enormous
resources [16]. As a result, controlling the risk of introducing innovative products causes
entrepreneurs to succeed [37].

2.1.3. Proactiveness

Proactiveness is defined as “seeking new opportunities which may or may not be
related to the present line of operations, introduction of new products and brands ahead of
the competition, strategically eliminating operations which are in the mature or declining
stages of the life cycle” [22]. Proactivity can also be defined as the capacity to mobilize
resources to provide innovative products and services ahead of the competition [16]. Proac-
tive businesses might identify new opportunities through inter-organizational activities
such as knowledge sharing [35,38]. Proactivity demonstrates a company’s ability to spot
and capitalize on lucrative market possibilities before its competitors [19].

2.2. SME Performance

SME is well-known over the world as a source of economic liberty [39]. In SMEs, busi-
ness is primarily personal, with frequent direct contact between its owners and clients [40].
The current competitive environment has prompted SMEs to seek strategies to boost their
innovativeness and competitiveness [41]. Furthermore, the SME sector’s survival and
improved performance depend on supportive policies, enhanced organizational culture
(OC), and entrepreneurial abilities to drive and build the industry [39]. Similarly, a re-
cent study found that SMEs’ ability to provide more excellent customer value and seek
entrepreneurial opportunities affects their success; however, to do so, SMEs must combine
EO with market orientation [32]. According to [42], choosing an EO strategy inside an
organization, particularly in SMEs, will positively affect performance if the enterprise (EO)
considers various business factors setting the managers’ objectives. In most situations, the
CEO’s or other managers’ responses to the survey are used to assess the firm’s performance.
Slater et al. (1998) [43] suggested that the owner/general manager’s self-reports of firm
success were highly associated with archival data in the same setting [44]. There is no



Sustainability 2022, 14, 5160 4 of 20

consensus on firm performance. According to [45], Organizational performance is a metric
that measures and evaluates a company’s ability to create and deliver value to its internal
and external customers [46].

Furthermore, as the outputs of organizational actions, company performance can
be measured in financial and non-financial terms [47]. Non-financial measures include
goals such as satisfaction and worldwide success ratings made by owners or business
management. Financial metrics include sales growth and return on investment [13]. Many
researchers argue that financial performance indicators are too historical to provide a clear
picture of an enterprise’s performance. Still, looking objectively at the situation, we can see
that the first thing that defines the state of the enterprise is the level of profit and turnover,
according to [48,49]. Although corporate performance has generally been measured us-
ing account-based measurements, it is difficult to dismiss the arguments of those who
advocated for non-financial indicators, arguing that financial measures lack a strategic
focus, which could lead to errors in anticipating future performance [46]. Existing business
metrics (sales growth and market share), as well as the firm’s future posture (new product
development and diversification), are used to determine market-related elements, including
growth, market share, diversification, and product development [50]. In agreement with
this, the firm’s overall performance (PER) in the previous 24 months was measured on
8 factors, precisely 5 financial performance metrics (sales growth, profit growth, return on
investment, net income, and market value) and 3 market performance measures, according
to [50] (Speed to market, market share, and penetration rate). Objective and subjective met-
rics were employed in the evaluation of company performance, according to the proposal
of [42], which was based on the work of [51,52]. Because respondents are often hesitant
to share financial information, and because objective data for some of the performance
dimensions we want to measure are not available, it prefers to use subjective measures, as
suggested by [51], the business performance is divided into four categories: There are three
aspects to financial performance (revenue growth, employed growth, and profit margin).
There is only one metric for measuring community performance. There are three aspects
of customer performance (customer service quality, variety of customer service, customer
satisfaction). In the current study, we rely on these four performance metrics for sustainable
development performance (environmental respect and sustainable development).

2.3. Organizational Culture

According to [53], culture determines how people behave; hence, it is unquestionably
essential to understand an organization’s culture [54]. OC was defined in a variety of
ways, according to a thorough review of the literature. However, there is agreement on
group values, beliefs, practices, and assumptions that guide organization members in
day-to-day work activities [55,56]; however, it is difficult to decipher because it includes
“values, beliefs, and assumptions” that are not easily measurable [10]. “A pattern of
shared basic assumptions that the group learned as it solved its problems of external
adaptation and internal integration, that has worked well enough to be valid and, thus,
to be taught to new members as the correct way you perceive, think, and feel about
those problems,” according to [4,49,57–62]. The functionalist paradigm assumes that all
companies’ cultures serve the same functions: It influences behavior, such as decisions
about digital technology adoption, and provides organizational members with a feeling of
self. As a result, new technology may alter behavior and impact company culture [63]. In
addition, the OC is regarded as a distinctive and inimitable capability of an organization [56].
According to the literature, organizational culture is defined by core principles, behavioral
norms, and behaviors/artifacts; these levels are inextricably linked [18]. The artifact is the
most visible and conscious level [59]. In SMEs, it is tough to tell the difference between
management and ownership. The owner-manager influences the company’s principles or
culture and strategic approach [40,49]. Small businesses have a more organic culture than
large corporations because shared beliefs and values frequently bond small individuals.
Changing the corporate culture in SMEs should be a priority [49]. Furthermore, according
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to [64], the culture of small businesses is more informal but not necessarily more relaxed [4].
To fully grasp the complexity of the cultural phenomenon, we rely on four organizational
culture types that have been used in recent literature [4,10,60,65–68]. Zaheer and Zaheer
(2006) [69] devised the competing value framework CVF, which comprises analytical values
of an organization [67] that may be formed by crossing two major value dimensions: The
first dimension indicates how much flexibility they provide versus how much control they
provide [70]; the second dimension shows whether an organization emphasizes an internal
orientation that emphasizes integration and collaboration or an external orientation that
emphasizes differentiation and competition [68]. Each form of organizational culture is
defined by a set of conflicting values that, in turn, describe the HRM environment [66].

2.3.1. Clan Culture

Clan culture is defined by teamwork, employee involvement programs, and corporate
commitment to the employee, according to [4,62]. It emphasizes ideals such as cohesion,
participation, and personal atmosphere through organic processes (e.g., flexibility and
spontaneity) and internal maintenance (e.g., integration) [60]. Due to restricted borders
that prevent external interactions, fresh ideas may not be generated [10].

2.3.2. Adhocracy Culture

An Adhocracy culture give an external orientation and flexibility, and organizational
characteristics that enable adhocracy culture include creativity, entrepreneurship, and risk-
taking [70]. It has resulted in a high level of experimentation commitment [67]. Producing
innovative products and services and quickly adapting to new opportunities is crucial for
these firms [62].

2.3.3. Hierarchy Culture

Work standards, systematic processes, explicit norms, and policies to regulate internal
operations characterize a hierarchical culture [62,65]. Stability, predictability, and efficiency
are the organization’s long-term concerns, maintaining efficient, reliable, rapid, and smooth-
flowing production at the center of the Key values [62].

2.3.4. Market Culture

Market culture emphasizes stability and control, creates a workplace with competitive
driving efficiency, and concentrates on external transactions with suppliers and customers,
intending to obtain CA [65]. It attempts to reduce the market’s level of uncertainty [10].
Leaders in this type of company are demanding, challenging, and have well-defined
goals [67]. According to [62], the primary organizational cultures are hierarchy, clan,
market, and adhocracy corporate culture [4].

2.4. Entrepreneurial Orientation and SME Performance

Over the years, the relationship between the entrepreneurial orientation and firm
performance has received a lot of attention. Researchers have identified EO as a strong
predictor of company performance, and more research is needed [11,24]. Given the effect of
EO on corporate performance, scholarly theory suggests that firms gain from developing
risk-taking, proactiveness, and innovativeness attitudes. However, not all dimensions
affect business performance in the same way. Indeed, the potential for EO dimensions
to be combined and the ramifications that arise are highly diverse [14]. In the same vein,
Hernández-Linares (2019) [20] concluded that blindly pursuing universal adoption of EO
dimensions is not an effective method to gain an edge. Del Rosario and René (2017) [71]
stated that EO might help a company move faster and stay ahead of the competition. EO
is frequently thought of as a higher-order concept. The performance factors may differ
from each component of the EO construct (i.e., pro-activeness, innovativeness, risk-taking,
and resource-leveraging) [39]. While SMEs and their business performance are essential to
the Owner/CEO/Manager, the research suggests an absence of accurate understanding
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and information about which entrepreneurial aspects influence SMEs’ performance and
performance [17]. Prior studies have looked into how EO affects organizational perfor-
mance in depth [13,22,23,32]. Most research have discovered that EO has a beneficial
impact on firm performance [14,15,17,22,32,39]. Many of these researchers treat EO as if
it were a single entity. They show that EO has a similar impact on firm performance in
various settings, including diverse countries, marketplaces, and types of businesses [22].
According to [72], there is a skewed link between entrepreneurial orientation and firm
performance. Instead, it takes the shape of an inverted U [17,37,73], signaling that either
a high or low entrepreneurial orientation is undesirable [17]. It implies that additional
factors may act as mediators or moderators in the relationship [37]. In new ventures, the
association between entrepreneurial inclinations and performance is inverse U-shaped,
whereas, in established enterprises, the relationship is positive [73]. The strength of the
association between entrepreneurial orientation and business performance has been seen
to vary depending on the type of performance measurements used [17]. Alternatively,
Rauch (2009) [18] suggested that the positive association between EO and performance is
resistant to alternative measures of EO, as well as changes in performance measurement
(financial versus nonfinancial). Kashan et al. (2021) [74] discovered evidence of a direct
link between entrepreneurial orientation and firm performance. Their meta-analysis [13]
empirically confirms the favorable association between EO and company performance.
However, they do see a lot of variation in impact sizes, and they recommend that fu-
ture studies look into how EO interacts with other variables in their relationship with
performance [30]. Wiklund and Shepherd (2003) [75] noted that creative ideas, inventive
behavior, and entrepreneurial-oriented knowledge are essential variables in generating
industry-based SME activities. A more robust entrepreneurial spirit resulted in higher
risk-taking capacity and improved SME success [24]. SMEs should achieve the strongest
growth results with an entrepreneurial strategic posture that holds temporally salient
market information, is more structurally adaptive (e.g., is younger), and has an intangible
resource advantage relative to their industry rivals [76]. SMEs with higher EO “will do
better in overseas markets because they possess the competencies needed to design new
strategies that provide an edge in the foreign market,” according to [77] (p. 1165), “discover
and use technologies that better correspond with the needs of foreign market customers,
and are prepared to assume the business risks that come with implementing new strategies
and technology in new markets” [77].

The following relationship is hypothesized.

Hypothesis 1. There is a positive effect of entrepreneurial orientation on Algerian SME Performance.

2.5. Entrepreneurial Orientation and Organizational Culture

Many recent studies that have indicated that the EO strategy has a significant impact
on SME culture support the association between EO strategy and OC [4,29,39]. As a result,
in entrepreneurship studies, OC is recognized as an essential progenitor of entrepreneurial
decision making [39]. “To build an innovative culture, certain requirements must be met,”
“involving six types of attitudes: the ability of managers to take risks, encouraging creativity,
participation of all employees in building an innovative culture, the responsibility of both
managers and employees for their actions, allowing employees to develop their interests
and use their unique skills” [4]. Organizational culture is viewed as a critical strategic
resource that can help a company gain a competitive edge by encouraging and sustaining
entrepreneurial initiatives [18]. The dimension of flexibility-discretion of action influences
EO because it allows employees freedom and autonomy, allowing them to build a new
mindset, create new ways of working, producing, and thinking creatively interchange
more ideas and develop entrepreneurial behavior. According to entrepreneurship studies,
organizational culture is a crucial antecedent of entrepreneurial decision-making in the
same environment. It is also offered when EO might or might not appear [31].
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Furthermore, in an organizational setting, innovation is frequently manifested through
specific behaviors such as learning, information sharing, and experimenting, all of which
are ultimately tied to a concrete action or result. Innovative firms, it is believed, embed
an innovation orientation in their organizational culture to ensure that the intensity and
consistency of creative behaviors are strengthened throughout the organization’s many
locations, administrative units, and workers [70]. We can state that:

Hypothesis 2. There is a significant positive effect of entrepreneurial orientation on organizational culture.

2.6. Mediating Role of Organizational Culture on Entrepreneurial Orientation and SME
Performance Relationship

According to contingency theory, the amount of a third variable influences the rela-
tionship between two variables [13]. Contingency techniques focus on a single variable
and investigate how the Entrepreneurial Orientation-performance links are affected by a
specific component [71]. However, a few studies have focused on specific internal firm
aspects that play a role in the relationship between EO and firm performance; these stud-
ies focus on internal factors such as functional performances [22], national culture [62],
Managerial Power [44], The Financing Structure [12]. When aligned with company cul-
ture, entrepreneurial orientation guides strategy and approach toward establishing new
market products, developing market niches, and growing commercial operations [37].
Furthermore, the country’s diverse cultural origins make it possible to replicate and test the
EO–performance relationship [11]. Schein (1992) [63] polled project managers, engineers,
and executives from 76 companies in the United States. According to the findings, a clan
or group culture fosters a cohesive, high-performing teamwork environment, which leads
to an improved project and business outcomes [73]. Both practitioners and researchers
should be interested in studying the culture–performance relationship [46,49,54,68]. Stud-
ies in strategy and organizational behavior have highlighted the importance of corporate
culture for business growth, effectiveness, and competitive advantage since the 1980s [31].
However, Dess and Robinson (1984) [56]’s research emphasizes the organizational cul-
ture’s importance in enhancing organizational performance. Engelen et al. (2014) [65] also
stressed the importance of OC, claiming that it significantly affects employee attitudes and
contributes considerably to organizational performance [65]. In this sense, corporate culture
may be critical to a company’s success [68]. Articulating the “right” set of cultural values
will: generate excitement, high morale, and intense commitment to a company and its goals;
clarify the behaviors expected of employees; galvanize their potential productivity. The
primary role of leaders within organizations originates from the formation and maintenance
of culture to build a culture of workplace suitability. As a result, employee satisfaction and
organizational performance may improve [55], and businesses with excellent sustainability
performance exhibit a distinct organizational culture [63].

We hypothesize that:

Hypothesis 3. Organizational culture has positive effect on business performance.

Hypothesis 4. Organizational culture mediates the relationship between EO and business performance.

The following Figure 1 summarizes the conceptual framework of our study.
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3. Research Methodology

Authors face a variety of challenges when collecting data, including non-response
to mail surveys. To get around this, authors conducted face-to-face interviews and used
structured questionnaires to collect data.

According to previous research that have examined the correlation between En-
trepreneurial Orientation and firm performance, we adjusted the questionnaire to the
Algerian context. There were three sections in the questionnaire. The first part (A) com-
prises the respondent’s and firm’s profiles. The second part (B) contains the questions
relative to EO, while the last part (C) includes measuring Firm performance. We select
a sample of 180 Algerian manufacturing SMEs business owners/managers. Our sample
of firms is drawn from a list compiled by the Ministry of Industry and Mines, with an
emphasis on manufacturing firms. These companies’ responses to 101 questionnaires were
examined and evaluated, with a response rate of 56.11%.

We see that the dimensions of entrepreneurial orientation (innovation, risk-taking, and
proactivity), as well as the independent variable are more important in industrial SMEs
than in other sectors of activity. We have focused on this sector because there is a greater
need and/or potential for innovation and local/national/global competition for customers.

3.1. Variables Measurement
3.1.1. Measurement of the Dependent Variable

According to the literature, there is no agreement on the notion of performance mea-
surement. In our instance, we use four indicators: Financial Performance, Community
Performance, Sustainable Development Performance, and Customer Performance, as pro-
posed by [42] based on the study of [51,52].

3.1.2. Measurement of the Independent Variable

Entrepreneurial Orientation (EO): this term has been assessed using a widely used
and validated in earlier research [13,36, measuring the business’s emphasis on risk-taking,
innovation, and proactivity. In our research, we utilized a five-point Likert scale to assess
these three aspects of EO (5 = strongly agree and 1 = strongly disagree).

Azeem et al. (2021) [70] developed the organizational culture assessment instrument
(OCAI) to measure the mediating influence of culture. These sorts of organizational cultures
are referred to as Adhocracy culture, Clan culture, Hierarchy culture, and Market culture
are all terms used to describe these types of corporate cultures [69].

In order to operationalize the variables of our research, we will use a 5-level Likert
scale from “strongly agree” to “strongly disagree”. The following Table 1 explains the
operationalization of the variables.
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Table 1. Description of variables.

Variable Coding of Items Description of the Items

Innovation Innov1, innov2, innov3

“My company emphasizes research and development (R&D),
technological change and innovation”.
“My company is introducing several new product lines or
services”.
“My company is radically changing its products or services”.

Proactivity Proact1, Proact2, Proact3

“My company takes actions that competitors replicate”.
“My company is often the first to introduce new
products/services, new techniques or technologies,
production methods, etc.”
“My company adopts a very competitive position to reduce
competition”.

Table 1. Cont.

Variable Coding of Items Description of the Items

Risk taking Risk1, risk2, risk3

“My company favors high-risk projects that are likely to yield
a high return on investment”.
“My company typically takes an aggressive and bold posture
to maximize the exploitation of potential opportunities”.
“I believe that because of the nature of the business
environment, far-reaching actions are necessary to achieve my
company’s goals”.

Financial Performance Perf-1

My enterprise is usually satisfied with revenue growth.
My company is usually satisfied with the increase in the
number of employees.
My enterprise is usually satisfied with the profit margin.

Community Performance Perf-2 Investment in the community

Sustainable Development
Performance Perf-3 Respect for the environment and sustainable development

Customer Performance Perf-4
The quality of service offered to customers is satisfactory.
The variety of service offered to the customers is satisfactory.
Our clients are satisfied.

Adhocracy culture Culture1

Creates change and promotes adoption of new things and
processes.
Powerful authority maintaining relations with external
stakeholders and involve external resources. Offer training
and/or coaching to leaders to enhance these roles.
Set up brainstorming teams, project teams and encourage
autonomy

Hierarchy culture Culture 2

Highly formalized and hierarchically structured.
Leaders make decisions and consider options in terms of how
to act, options for work behaviors are minimal.
A model leader is a coordinator and organizer who is
efficiency-oriented.

Clan culture Culture 3

It is similar to a family-type organization in which people live
and function like in a harmonious family.
It is centered around emotional ties, friendly work
atmosphere, shared values, and goals.
A high level of work participation, a sense of community and
cohesion.

Market culture Culture 4

Organization operates as a “market”, strong external focus.
It is centered around results, profit and task implementation.
Leaders are hard drivers, ruthless, and demanding. They
encourage the staff to aggressive competition.

4. Results
4.1. Descriptive Statistics

We used the non-probability method. The sample in this case is constituted according
to a reasoned choice; it is made according to a certain number of criteria. (Mayrfoer, U, 2006,
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p45) In the case of our research, we sent the questionnaire to 180 manufacturing SMEs, and
we received the answer of 101 companies from different Algerian states. (Relizane, Oran
and Mostaghanem).

In this work, we use the face-to-face administration of the questionnaire for data
collection. This is the preliminary step that encouraged us to make this choice since the
other modes of administration (postal mail, telephone, e-mail) did not yield any results.

It is imperative to motivate this choice: the first argument we can use to justify
the choice of the face-to-face meeting is the reliability of the information collected from
the entrepreneurs.

The face-to-face administration is more appropriate to the specificities of the Algerian
context and to the particularities of the population (SME managers).

Often, Algerian entrepreneurs almost never answer the questionnaires that are sent to
them. This refusal to answer is explained by two main reasons:

1. The information concerning the management of his company is considered
as confidential.

2. Information about their behavior is personal.

The face-to-face questionnaire helps to overcome these difficulties; by talking directly
with the business owners, it is easier to convince them to respond. Among the arguments
used to “attract” their agreement are the following:

• The questionnaire is not very long and does not require much time to answer.
• The questionnaire is anonymous: the names of the companies that responded are

not published.

According to the Chamber of Commerce in Relizane, Mostaghanem and Oran (2020),
the overall number of industrial SMEs is around 2000 small and medium enterprises. In
order to calculate the sample size, we depend on the following:

The number of items is times the value between (5–10), which is determined by the
researcher’s estimate [1]. So, 31 times 6, we have 186 individuals. In this context, only
101 of the received answers were approved. The sample size was therefore stabilized
at 101, whereas the size of the community was estimated to be around 2000 industrial
SMEs, of which the size of the sample exceeds 5%. Whereas the sample is purposive, it is
representative of the research community.

Since the 2000s, the establishment of businesses in Algeria has accelerated dramatically.
As of the end of the first half of 2019, SMEs in Algeria account for 1,171,945 businesses,
making up a considerable economic component. The bulk of SMEs is engaged in ser-
vices, handicrafts, and the BTPH, with industrial SMEs accounting for only 8.71 percent
(Newsletter SME Statistics n◦35, Ministry of Industry and Mines, Algeria).

The vast majority of SMEs employed between 51 and 200 people, indicating that
they play a reasonably substantial role in Algerian employment; a similar conclusion was
reached by the Ministry of Industry and Mines (2019). Moreover, while the World Bank’s
annual ranking of business climate (Doing Business) places Algeria in a poor position
(152nd out of 190 countries for 2020), we believe the government has made significant
progress in the areas of entrepreneurship and business creation, taking into account the
unique characteristics of the Algerian economy.

According to Table 1, the number of female entrepreneurs in Algeria is still deficient
(20 percent). Moreover, Table 1 shows that the bulk of Algerian entrepreneurs polled are
pretty old: 66 percent are between the ages of 41 and 50, while only 20% are between 30 and
40. A total of 57 percent of Algerian entrepreneurs questioned have completed vocational
training. Algeria has the lowest percentage of people who feel they have the experience
and skills to start a business (GEM, 2013).

4.2. Design and Type of Research

As a result, before testing the hypothesis, the procedure was to validate and confirm
construct validity.
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4.2.1. Measurement Model Assessment (Outer Model)

The outer model, also known as the measurement model, is responsible for evaluating
latent variables in PLS Structural Equation Modeling. Each latent construct of the model
comprises multiple reflective observations. The model’s latent structures are made up of
several thoughtful observations.

Figure 2 illustrates that EO has the highest effect on the Organizational culture (OC).
On the other hand, Entrepreneurial Orientation has a medium impact on BP. In addition,
Organizational culture has a moderate effect on BP. Additionally, Entrepreneurial Orienta-
tion and Organizational culture together explain 50.2% of the variances for the business
performance construct. On the other hand, 38.9% of the variances are described by the
entrepreneurial orientation for the Organizational culture construct.
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Figure 2 indicates that all items have a high load and significant on the concepts they
intended to measure. As a result, the outer model’s content validity was confirmed.

Figure 3 presents the parameters measured in the model. Composite Reliability [49] is
calculated for the constructs in PLS-SEM to ensure reliability. The CR of each construct in
this model (see Table 2) is >0.8, sufficient for high-level study. Furthermore, the average
variance extracted (AVE) value assesses the constructs’ convergent validity. For validating
the concepts, AVE value≥ 0.5 is appropriate. Table 2 presents the descriptive statistics of the
sample and Table 3 provides the results of factors loadings and convergent Validity analysis.



Sustainability 2022, 14, 5160 12 of 20

Sustainability 2022, 14, x FOR PEER REVIEW  13  of  20 
 

41–50 years old  10  10% 

>50 years    0  0 

Number of employees 

10–50  16  16% 

51–100  35  35% 

101–200  41  40% 

201–300  09  9% 

>300 employees    0  0 

sector of activity 

Agri‐food industry 

Industrial Public 

works/construction 

Services (IT/Digital) 

48 

29 

18 

06 

47.52 

28.71 

17.82 

5.94 
Source: Authors. 

 

Figure 3. Measurement Model. 

Table 3. The Results of Factor Loadings and Convergent Validity Analysis. 

Construct  Loading  Composite Reliability 
Average Variance 

Extracted 

Entrepreneurial Orien‐

tation 
  0.889  0.570 

Innovation 1 0.774     

Innovation 2  0.776     

Innovation 3  0.865     

Proactivity1  0.905     

Proactivity2  0.945     

Proactivity3  0.829     

Risk taking1  0.833     

Risk taking2  0.873     

Risk taking3  0.863     

Business Performance    0.824  0.540 

Perf 1  0.750     

Figure 3. Measurement Model.

Table 2. Descriptive statistics.

Demographic Characteristics Algerian SME
Frequency Percentage (%)

M/W Man 81 80%
Woman 20 20%

Age of the respondent
30–40 years 20 20%
41–50 years old 67 66%
>50 years old 14 14%

Level of education
Bachelor’s degree 11 11%
Professional training 58 57%
University Studies 32 32%

Age of the company

1–5 years 4 4%
6–10 years 15 15%
11–20 years 28 28%
21–30 years 26 26%
31–40 years 18 17%
41–50 years old 10 10%
>50 years 0 0

Number of employees

10–50 16 16%
51–100 35 35%
101–200 41 40%
201–300 09 9%
>300 employees 0 0

sector of activity
Agri-food industry Industrial Public
works/construction
Services (IT/Digital)

48
29
18
06

47.52
28.71
17.82
5.94

Source: Authors.
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Table 3. The Results of Factor Loadings and Convergent Validity Analysis.

Construct Loading Composite Reliability Average Variance Extracted

Entrepreneurial Orientation 0.889 0.570

Innovation 1 0.774
Innovation 2 0.776
Innovation 3 0.865
Proactivity1 0.905
Proactivity2 0.945
Proactivity3 0.829
Risk taking1 0.833
Risk taking2 0.873
Risk taking3 0.863

Business Performance 0.824 0.540

Perf 1 0.750
Perf 2 0.761
Perf 3 0.723
Perf 4 0.706

Organizational culture (QC) 0.858 0.602

Culture 1 0.784
Culture 2 0.744
Culture 3 0.836
Culture 4 0.737

Own contribution based on Smart PLS 3 findings, [78].

A set of elements’ ability to distinguish one construct from another is referred to
as discriminant validity. According to the authors, the average variances ratings, which
should be greater than 0.50, should be examined at this point.

When it comes to assessing validity for reflective items, the Fornell–Larcker approach
is more appropriate. The diagonal values indicated that validity tests have a higher value
than any other constructs’ correlation. The outputs of Table 4 showed that the discriminant
validity is verified.

Table 4. Discriminant Validity.

Construct Business
Performance

Entrepreneurial
Orientation

Organizational
Culture (QC)

Business Performance 0.735
Entrepreneurial
Orientation 0.637 0.690

Organizational
culture (QC) 0.548 0.624 0.776

Own contribution based on Smart PLS 3 findings, [78].

4.2.2. Structural Model Results (Inner Model)

After establishing the measurement model’s validity and reliability, the next phase
evaluated the hypothesized correlation using Smart PLS 2.0’s and Bootstrapping algorithms,
whose the representation is in the Figure 4.
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In Table 5, the PLS-SEM algorithm gives path coefficient or model relationships among
the concepts, which describes the hypothesized relationship between the constructs. The
path coefficient offers standard values greater than zero, indicating a positive relationship
between the constructs, while the t-value or p-value suggests the degree of relationship. EO
and Business performance have a path coefficient of 0.390, meaning a positive relationship.
So, the outcomes of the study demonstrate the presence of a link between EO and Business
performance, which is supported by earlier research [9].

Table 5. Path coefficient of the research Hypotheses.

Path
Coefficient

Standard
Error T Value p-Value Decision

EO→BP 0.390 0.055 13.337 0.001 Supported

EO→OC 0.624 0.075 8.260 0.000 Supported

OC→BP 0.396 0.131 3.032 0.003 Supported
Own contribution based on Smart PLS 3 findings, [78].

Similarly, the path coefficient between OE and Organizational culture is 0.624, which
represented positive relation between them. At the same time, Organizational culture
has a significant impact on performance (path coefficient = 0.396). The p-value of all the
relationships is statistically significant (p < 0.01).

The variance in the dependent variable described by the exogenous latent variable
of the model is called the coefficient of determination (R2). The interpretive ranges to be
considered are as follows: A value greater than 0.67 is deemed substantial, a moderate
explanatory value is in the range 0.66–0.33, and a low value is in the range of 0.32 to
0.19 (see Table 6). The adjusted R2 value helped avoid bias in the complex model where
the outcomes deal with many exogenous latent construct data sets. In general, the number
of explanatory constructs and the sample size is subtracted from the adjusted R2 value. As
a result, while the adjusted R2 cannot be interpreted like R2, it can be used to gain a general
understanding of how it delivers outcomes in different setups.

4.2.3. Evaluation of the Overall Model

To ensure the overall validity of our model, we calculated the goodness-of-fit index
(GOF), which is a global validation index. It is the geometric mean of the extracted average
variance (AVE) and the average R2 of the dependent constructs. This index must be greater
than 0.25 to be considered average and more excellent than 0.36 to be considered very large:

GoF =
√

AVE× R2
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After calculation, GoF = 0.5706. The GOF is more significant than 0.36, which means
the model’s goodness-of-fit is oversized. Our model is valid and very well fitted.

Table 6. R2 and adjusted R2 of the structural model.

R2 Adjusted R2 Q2

EO
Innovation 0.533 0.528 0.335
Proactivity 0.633 0.630 0.491
Risk-taking 0.796 0.794 0.563
Business performance 0.502 0.491 0.250
Organizational culture 0.389 0.383 0.221

Own contribution based on Smart PLS 3 findings, (Ringle, Da Sila, & Bido, 2015).

4.2.4. Mediating Effects Assessment

According to Cuevas-Vargas et al. (2019) [37], the mediator is a component that
accounts for all or part of the link between a predictor and a result. We used the approach
of Ciampi et al. (2021) [24] to analyze the mediator effect between the variables, which is
based on two main steps [24]:

(1) Bootstrap the whole effect (indirect effect);
(2) Bootstrap Confidence Interval (Lower and Upper Level):
a. Bootstrap the whole effect (indirect effect).
From Tables 7 and 8, we notice that the p values are significant. Therefore, we can

evaluate the mediating effect between the variables.

Table 7. Indirect Effects.

Original
Sample

Sample
Mean

Standard
Deviation T Statistics p Value

EO→BP 0.247 0.251 0.081 3.039 0.003

EO→Innovation

EO→Proactivity

EO→Risk-taking

EO→Culture

Culture→BP

Table 8. Total Effects.

Original Sample Sample Mean Standard
Deviation T Statistics p Value

EO→BP 0.637 0.640 0.073 8.777 0.000

EO→Innovation 0.730 0.735 0.055 13.151 0.000

EO→Proactivity 0.796 0.799 0.039 20.422 0.000

EO→Risk-taking 0.892 0.895 0.021 41.522 0.000

EO→Culture 0.624 0.625 0.073 8.508 0.000

Culture→BP 0.396 0.402 0.121 3.279 0.000

b. Bootstrap Confidence Interval (Lower and Upper Level)
This is the 95% confidence interval in the “Indirect effect(s) of X on Y because the

confidence interval excludes 0 [0.102064; 0.392144] as explained in the Tables 9 and 10.
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Table 9. Bootstrap Confidence Interval.

IV—Mediator Mediator—DV Auto Standard
Deviation Auto Bootstrapped Confidence

Interval

Path a Path b Indirect
Effect SE t-value 95% LL 95% UL

M1 0.624 0.396 0.247104 0.074 3.33924324 0.102064 0.392144

Source: Calculation made by Excel according to (Preacher & Hayes, 2008).

Table 10. Summary of study results.

H1 EO has positive and significant effects on firm
performance. Confirmed

H2
There is a significant positive effect of
entrepreneurial orientation on organizational
culture

Confirmed: supported

H3 Organizational culture has positive and
significant effects on business performance Confirmed supported

H4 Organizational culture mediates the relationship
between EO and business performance Confirmed supported

5. Discussion and Conclusions

Our empirical results support previous works [9,17,32,39]. We note that corporate
culture plays a mediating role through which EO can influence the performance of Algerian
manufacturing SMEs [55].

5.1. Theoretical Implications

Our work attempts to fill this gap, especially in the Algerian context, by suggesting that
the OCAI measure’s organizational culture [69] mediates the OE–Performance relationship
in Algerian manufacturing SMEs. Moreover, our study offers contributions to advancing
knowledge in different streams of literature on the phenomena addressed: entrepreneurial
orientation, organizational performance, and organizational culture, and suggests that
SMEs can perform through a robust entrepreneurial orientation based on innovation,
proactively, and risk-taking within a corporate culture mainly focused on bureaucratic
and ad-hocratic culture. In addition, it raises the awareness and visibility of EO, which
helps deconstruct any misconceptions. As education is also found as an antecedent of
innovative and pro-active EO, entrepreneurship courses could be introduced in formal and
informal educational institutes [2]. Scholars have treated EO as a strategic posture reflecting
strategy-making practices, management philosophies, and firm-level behaviors that are
entrepreneurial in nature [3], which helps university researchers who are looking for an
opportunity to lead and implement entrepreneurial projects and thus reinforce the studies
on entrepreneurial orientation and culture as valuable constructs to explain organizational
performance in a variety of contexts.

5.2. Practical Implications

Our scientific curiosity led us to verify the effect of the OE on the performance of SMEs
in the Algerian context. To our knowledge, by reviewing previous studies, this is the first
empirical study that tests this issue in this context.

EO can be promoted in the organization through several means. Therefore, Ferreras-
Méndez et al. (2022) [3] suggest that decision makers in SMEs should invest time and
resources in promoting an entrepreneurial mindset inside their firm’s boundaries if their
strategic objective is to reap first-mover advantage benefits [3].

Our work is useful for researchers to understand which empirically based determi-
nants contribute to the performance of SMEs and their sustainability. Through practical
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entrepreneurial orientation, SME managers can achieve better results. In addition, politi-
cians, decision makers, and economic sector managers can have an idea and orientation
on the state of affairs and how to build cooperative and exchange relations in the field of
entrepreneurship, especially among manufacturing SMEs. In addition, we note that the
present work has underlined that the entrepreneurial orientation presents a decisive factor
for companies to have a good performance thanks to a positive organizational culture.
This contribution has made a significant advance by pointing out that the organizational
culture plays a somewhat important role in the relationship OE–Performance of Algerian
manufacturing SMEs. So, the creative industry is a business activity that focuses on creation
and innovation [4].

Recently, SMEs are supported several economy since such companies offer usefulness
for growth and the employment. In addition, the majority of new jobs opportunities are
offered by entrepreneurships [5]

5.3. Limitations of the Study and Future Research

Despite the efforts of the authors, this article has some limitations. The first limitation
is the sample size. Future studies should use a bigger sample size to a better understanding
of the research phenomena. Second, the generality of our empirical results to other sectors
remains uncertain. Using a model that contains some moderators and mediators variables
in future research could provide more precise explanations on the relationship between
OE and performance. Third, the study only treated entrepreneurial orientation as an
independent variable; future researchers could test the relationship of other entrepreneurial
variables such as innovation orientation, market orientation, customer orientation, and the
overall performance of small and medium enterprises.
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