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ABSTRACT 

The main objective of this study was to investigate the influence of determinants of  
entrepreneurial orientation, innovation capability, strategic improvisation, and 
organisational climate on the performance of food and beverage small and medium 
enterprises (SMEs). The investigation was prompted by the disparate findings and 
gaps in the current literature. First, there were inconsistent findings between 
entrepreneurial orientation, innovation capability, strategic improvisation, 
organisational climate, and SMEs performance relationships. Second, there has been 
very little research on the moderating influence on the relationships between these 
three factors of the current study and performance, particularly in Algeria. Data was 
obtained among 160 owners and managers from SMEs operating in Algiers, the 
capital of Algeria, in the food and beverage industry via a purposive sampling 
technique. The results of the Partial Least Square Structural Equation Modelling 
(PLS-SEM) method demonstrated that entrepreneurial orientations, innovative 
capability, and strategic improvisation are positively related to SME performance in  
the Algerian food and beverage industries. This study was examined the moderating 
effect of organisational climates on the relationship between entrepreneurial 
orientation, innovation capability, strategic improvisation, and SMEs perf ormance. 
However, organisational climate only moderated between entrepreneurial orientation 
and SME performance. The limitations of the study were acknowledged, as were 
recommendations for further research. 

  

Keywords: entrepreneurial orientation, innovation capability, strategic 
improvisation, organizational climate, small and medium enterprises performance.  
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ABSTRAK 

Objektif utama kajian ini adalah untuk menyiasat pengaruh penentu orientasi 
keusahawanan, keupayaan inovasi, penambahbaikan strategik, dan iklim organisasi 
terhadap prestasi perusahaan kecil dan sederhana (PKS) makanan dan minuman. 
Penyiasatan itu didorong oleh penemuan dan jurang yang berbeza dalam 
kesusasteraan semasa. Pertama, terdapat penemuan yang tidak konsisten antara 
orientasi keusahawanan, keupayaan inovasi, penambahbaikan strategik, iklim 
organisasi dengan hubungan prestasi PKS. Kedua, terdapat sedikit kajian mengenai 
pengaruh penyederhanaan dalam hubungan antara ketiga-tiga faktor kajian dan 
prestasi semasa ini, khususnya di Algeria. Data diperoleh di kalangan 160 pemilik 
dan pengurus daripada PKS yang beroperasi di Algiers, ibu kota Algeria, dalam 
industri makanan dan minuman melalui teknik persampelan bertujuan. Keputusan 
kaedah Pemodelan Persamaan Struktur Separa Terkecil (PLS-SEM) menunjukkan 
bahawa orientasi keusahawanan, keupayaan inovatif dan penambahbaikan strategik 
semuanya berkait secara positif dengan prestasi PKS dalam industri makanan dan 
minuman Algeria. Pendekatan kajian ini mengkaji kesan penyederhanaan iklim 
organisasi terhadap hubungan antara orientasi keusahawanan, keupayaan inovasi, 
penambahbaikan strategik, dan prestasi PKS. Walau bagaimanapun, iklim organisasi 
hanya menyederhanakan hubungan antara orientasi keusahawanan dan prestasi PKS. 
Batasan kajian telah diakui, begitu juga dengan cadangan untuk penyelidikan lanjut. 
 
 
 
Kata kunci: orientasi keusahawanan, keupayaan inovasi, penambahbaikan 
strategik, iklim organisasi, prestasi perusahaan kecil dan sederhana. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of Study 

Small and medium enterprises (SMEs) are often regarded as the backbone of any 

economy, as they contribute significantly to employment and economic growth 

(Yacob et al., 2019). SMEs play a crucial part in the growth and development of the 

economy by creating new employment, either directly via enterprise establishment or 

indirectly through various trade activities around the enterprises  (Okoro & 

Madueke, 2020). Small and medium businesses are critical to every country's 

economic success, as they contribute to national income and the absorption of 

unemployment (Manuain et al., 2021). In the face of a tight link and the essential 

function small and medium companies have in regard to the national eco nomy any 

imbalance affecting SMEs would impact the national economy (Bkhiti et al., 2021). 

Certainly, SMEs are the main target in the growth of employment. Therefore, SMEs 

are observed as a vital part in accomplishing the objectives of 'crowding' and 

'employment'. The 109 million employees of over 26 million EU-operated SMEs are 

2/3 of the gross national product of Europe. They thereby contribute to national 

revenue, work, productivity and training for entrepreneurs  (Arslan, 2019). According 

to the National Office of Statistics, in the second quarter of 2019, Algeria’s 

unemployment rate fell to 11.40 % compared by11.70 % in the third quarter of 2018  

so, it was good achievement. However, in 2020 unemployment rate  increase to 12.83 
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%. When the employment rate is divided by the number of SMEs, leads to has only 

two or three employees in each firm (Hamma & Petrişor, 2018). Therefore, the ratio  

of the firms’ employment does not exceed two job positions in a single firm, 

reflecting the weakness of firms in terms of creating jobs. According to the Ministry 

of Industry and Mines, 21,139 businesses declared bankruptcy in 2018.  According to 

Chouayb et al.(2020), the head of the advisory council for the promotion of SMEs 

stated that the bankruptcy rate of Algerian SMEs had reached 14% per year. All of  

this due to a poor performance of SMEs in Algeria. 

 Small and medium-sized enterprises account for 99 % of the total number of 

companies in Algeria, and they play a critical role in commercial growth and 

development through creating new jobs, directly through businesses, or indirectly 

through different commercial activities around companies (Of et al., 2017). The 

overall number of SMEs in Algeria was nearly 1.2 million in 2019. The majority 

were in the services sector, accounting for approximately 51% of the total number of 

SMEs in the country. Furthermore, there were a huge number of enterprises engaged 

in the handicrafts and construction industries, with over 274 thousand and 190 

thousand, respectively (Saleh, 2021). The food and beverage industry is described as 

the scientific application and mixing of substances, both solid and/or liquid, that are 

meant for human consumption to nourish and strengthen the body or pleasure 

purposes (Chouayb, 2020). In this study, food and beverage was selected due to 

limitation of research in this area.  
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Figure 1-1  
Number of Small and Medium-sized Enterprises (SMEs) in Algeria in 2019, by sector 
Sources: (Saleh, 2021). 

 Algeria's agri-food sector is one of the country's economic pillars, responsible f or 

roughly 23 percent of the working population as agriculture accounts for 12% of 

Algeria's GDP, with the agri-food industry reporting for 40% of total non-

hydrocarbon Algerian industry turnover (Djema, 2019). According to the same 

author, food and drink are the first sector in the national economy and one of the best 

growth assets in the republic, as well as the second largest industry after energy, so 

Algerian families spend 45 percent of their income on food, as there are over a 

million farms in Algeria, more than 8.5 million hectares of arable land are allocated 

to tree cultivation (41%), vegetable crops (26%), field crops (33%), grain crops, 

canning plants, oil, mineral water, and sugar refining as these enterprises strive to 

provide work possibilities (Of et al., 2017). 
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Algeria's economy is still based on energy revenues, specifically hydrocarbon rent, 

which accounts for 95 % of its revenue (Senadjki et al., 2020). However, The World 

Bank forecasts in its latest report for 2020 showed a -6.4% decline in Algeria 

economic growth for 2020, and a positive growth rate of 1.9 for 2021 (World Bank 

Group, 2020). The Doing Business 2020 reported that, Algeria ranks 157th out of 

190 countries, far behind its neighbors in terms of business environmen t 

performance. Morocco is ranked 53rd, while Tunisia is ranked 78th. 

Based on Self et al. (2020) from Johns Hopkins University, in the beginning of June 

2020, the Covid-19 pandemic  had killed over 410,000 people and diagnosed over 7 

million in 193 countries and territories since the outbreak began, and the figures 

could be higher. As a result, the COVID-19 pandemic is having a significant impact 

on the economic sector. These measures resulted in the closure of  workplaces and 

educational institutions, as well as temporary restrictions on travel, social gatherings, 

working from home, and holding online conferences, which are now standard 

practices. Unfortunately, food business employees do not have the option of working 

from home, therefore they must stick to their regular work schedules (Nicola et al. ,  

2020). The food and beverage industry, like other industries, has been hard hit by the 

COVID-19 pandemic, which has caused massive losses in many sectors of the global 

economy. As a result, it is even more important to look at the consequences of the 

COVID-19 pandemic on the sector and think about possible mitigation techniques  

(Chowdhury et al., 2020).  
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 The International Monetary Fund (IMF) mentioned that , the world economy would 

decrease by 3% in 2020, a complete reversal of its previous estimate of 3% global 

growth(Gopinath, 2020). Following the coronavirus pandemic, according to the 

World Bank, in 2020, the world economy shrinks by 5.2 %. Still, there are numerous 

issues concerning the overall performance of SMEs.  

According to the justifications stated above, Algeria's food and beverage industry are 

less competitive in comparison to other countries due to  lack of competition, poor 

performance, reliance on the foreign market, and skyrocketing food prices all poin t 

to a serious problem in this sector (Djema, 2019). Moreover, the influence of the 

covid19 on economy badly. Because few previous studies have looked at the issues 

related to the performance of SMEs in the food and beverage industry in Algeria, 

this study is critical to be expanded upon (Haddoud et al., 2019). Finally, the 

country's differences in values, principles, business practices, culture, and religion 

may be advantageous in terms of providing new findings of the affiliation  between 

predictors and firm performance. 

 Furthermore, importation is rapidly expanding, particularly in cereals, grains, milk, 

sugar, coffee, chocolate, and dried fruits and vegetables (Karounue, 2017), indicating 

a significant amount of money being spent to suit rising local demands. As a result,  

the food and beverage industry is unable to adapt to Algerian customers'  needs and 

meet rising food and beverage demands in terms of quantity, quality, or cost, 

revealing its inability to ensure food security (Latrash & Ghuerab, 2016). Because 

there have been few previous studies that have investigated the challenges 
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surrounding the performance of SMEs in the food and beverage industry in Algeria, 

this study is critical to be pursued further. Finally, differences in values, principles, 

business practices, culture, and religion among countries may be a benefit in terms of 

generating fresh insights about the relationship between predictors and firm 

performance. 

1.2 Problem statement 

SMEs performance is considered as underperformance when the SMEs fail to  meet 

their social and economic obligations. The employment ratio of the f irms does not 

exceed two job positions in a single firm (Meziene & Amarouch, 2018). This clearly 

indicates that Algerian SMEs are unable to expand in size. Not only is the 

employment rate low, but the number of unemployed people in Algeria remains 

alarmingly high (Kheider, 2020). Furthermore, SMEs are unable to survive and 

succeed on a long-term scale. The Ministry of Industry and Mines reported that 

21,139 firms went bankrupt in 2018 and a weak proactiveness to new  markets 

(Ferhati, 2018). These indicate a weak performance of SMEs in Algeria.   

Makhlouf (2018) asserts that most businesses are fearful of expanding their markets 

and exporting their products due to their low performance and incapacity to compete 

internationally. Algeria is also still reliant on food imports from other countries 

(Menhoudj et al., 2018). So, the Algerian government has made significant efforts to  

improve and increase the competitiveness of its SMEs and promote their 

performance (Senadjki et al., 2020). Furthermore, the government is engaged in 
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some of these crucial programs due to the National Agency for the Conduct of mini -

loans (ANGEM), the National Youth Employment Support Agency (ANSEJ), 

National Agency for Investment Development (ANDI), Loan Guarantee Fund for 

Small and Medium-sized Enterprises (FGAR), Loan Guarantee Fund for Small and 

Medium Enterprise Investments (CGCI-PME), and other programs. Despite the large 

sums of money spent on these programs, evaluations found that they had failed to  

improve the performance of SMEs (Bouri, 2018). 

According to Nawal, (2021) Algerian entrepreneurs will lack innovativeness due to  

financial constraints, a lack of collaboration with university research laboratories, 

and a lack of internationalization orientation. The main concern of this study is to 

improve the SMEs from failure. The major constraints to their poor development and 

poor performance were related to issues of entrepreneurship orientation  (Chouayb, 

2020). According to Agwu (2014),   most countries throughout the world have paid 

close attention to the performance of (SMEs) as a result of a global perspective that 

sees them as a critical engine for economic growth and development in both 

developed and developing countries. 

Innovation, and entrepreneurial orientation have all been identified as predictors of  

firm performance in empirical investigations (Ibrahim & Mahmood, 2016; 

Martinette & Obenchain-leeson, 2012). Entrepreneurial orientation is critical because 

it can act as a catalyst for driving investments, which in turn propel firms to  growth 

and success (Kohtamäki et al., 2019). According to  Larabi (2020), entrepreneurial 

orientation (EO) has the potential to increase output levels, increase returns from 
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new activities, and regenerate the economy by compensating failing firms and 

stabilizing markets. Unfortunately, SMEs continue to suffer due to the lack of  this 

element, which has not been studied extensively in Algerian businesses, and since 

most Algerian SMEs lack the ability to engage in proactive and innovative 

operations in new markets (Ferhati & Djeffal, 2018). As a result Zina and Nawel, 

(2020) suggest that future studies should investigate the relationship between the EO 

and firm performance.  

The sector of food and beverage in Algeria is uncapable to satisfy the local needs 

due to less proactiveness to new market (Boumediene & El Houda, 2018). 

Additionally, the increase in food importation bills reflects from the poor 

performance of firms in this sector as a result of the lack of EO spirit, fewer 

initiatives to create new markets, and a lack of applying up-to-date knowledge in the 

food and beverage industry (Ahmad et al., 2020). However, from a macroeconomic 

standpoint, the exportation value of consumption materials remains very low when 

compared to importation bills, as sugar, coffee, and oil are still entirely imported 

(Sraïri et al., 2013). According to Kina (2013) there is a disparity between 

production growth and food consumption, and the food gap has grown about 50 

percent, particularly in grains, wheat, sugar, milk, and meat and fish, as a result of  

traditional and non-innovative production methods.  

Balan and Lindsay (2010) determined that in the post-industrial period, in which the  

environment is becoming increasingly complex and unpredictable, organizations will 

need to focus on growing levels of innovation in order to maintain the firm's survival 
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and success. Previous research on the association between innovation capability and 

firm performance found a positive and significant relationship (Ibrahim & 

Mahmood, 2016; Jiménez-Jiménez & Sanz-Valle, 2011; Martinette & Obenchain-

leeson, 2012). According to World Competitiveness Report (2017), the key for 

innovation driven economies are innovation and sophistication factors.  Table 1.1 

displays all the global innovation indicators for 128 countries. In these innovation 

indicators, Algeria is ranked last. 

Table 1-1  
The global innovation index 2020 (Algeria). 

Innovation Indicators Percentage Rank (out of 126) 
Innovation Index 23.87 110 
Innovation Output Sub-Index 14.07 116 
Innovation Input Sub- Index 33.67 100 
Innovation Efficiency Ratio 0.42 115 
Source: Adapted from global innovation index website. 

According to the World Intellectual Property Organization (2020) Global Innovation 

Algeria's rank in innovation shows an unsatisfactory performance similar to 

enterprises. There seems to be a lack of originality and innovation in Algerian SMEs, 

as the majority of them have adopted traditional activities in which the owner 

simulates existing activities without attempting to differentiate themselves from 

competitors (Benzenine, 2020). Algerian companies ignore an innovative and risk-

taking spirit, and businesses are reactive rather than proactive (Elhachemi & 

Elkheloufi, 2020). According to Ibrahim and Mahmood (2016) studies on innovation 

measure that applies to SMEs owners/managers are still very limited. Hence, 

organizational forms of innovation such as new strategies and managerial processes, 
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as well as new types of product commercialization, may have a significant impact on 

the economic growth of those industries (Oliveira et al., 2019).  Furthermore, there 

was very little research on the relationship between innovation capability  and f irm 

performance (Saunila, 2020). 

The study suggested that, firms' improvisational capabilities in the digital economy 

serve to nurture the mechanism of organizational preparedness to lead SMEs' 

innovative performance (Jun et al., 2021). SMEs must be adaptable, acting creatively 

and swiftly to adjust to changing situations in order to attain and retain the best 

corporate performance and competitive advantage. Developing the most appropriate 

plan and putting strategic decisions and actions in place in a new tough environment 

is a difficult task in organizations (Arshad et al., 2018). During the COVID-19 

pandemic, the firms' performance was affected by improvisation, because 

improvisation behavior enables entrepreneurs to deal effectively with unknown and 

unexpected scenarios (Balachandra, 2019) . Because SMEs are subject to  dynamic 

changes, strategic improvisation helps an organization deal with flexibility and 

equips it with the ability to swiftly and effectively adjust to changing environmental 

demands (Ibrahim et al., 2016). Besides this, the majority of Algerian companies do 

not have a business continuity plan, and while the most positive responses (50,5%) 

were related to several sectors, 58,9% of participants stated that coordination with 

local authorities is poor (Maamri et al., 2021). 

 In reality, the organizational climate (OC) in the Algerian SMEs is still unhealthy 

(Özsomer, 2016). In fact, there is a lot of evidence that suggests there is a link 
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between organizational climate and performance(Osman et al., 2019). Also, 

Chouayb et al (2020) observed that OC may have a positive impact on organizational 

performance. In fact, previous research has found a positive relationship between OC 

and organizational performance. Previous research into this relationship has yielded 

a positive result (Akbaba & Altındağ, 2016). Previously, organizational climate as a 

potential moderator received the attention of researcher (Chen & Huang, 2007). 

As a result of this need, it is deemed necessary in this era of research to  bridge the 

gap on entrepreneurial orientation, innovation capability, improvisation, and 

organizational climate and their impact on SME performance. Hence, this study is 

significant to examine the relationships between EO, IC, improvisation, and firm 

performance as well as the moderation of  OC on these relationships. 

  

1.3 Research questions 

Based on the problematic of low SMEs performance the major questions that this 

study attempts to provide answers to are the relationships between EO, IC, 

Improvisation, OC and SMEs’ performance. The research questions are thus as 

follows: 

1. Is there a positive relationship between entrepreneurial orientation and SME 

performance? 
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2. Is there a positive relationship between Innovation capability and SME 

performance? 

3.Is there a positive relationship between Improvisation and SME performance? 

4. Does organizational climate moderate the relationship between entrepreneurial 

orientation and SME performance? 

5. Does organizational climate moderate the relationship between Innovation 

capability and SME performance? 

6. Does organizational climate moderate the relationship between Improvisation and 

SME performance? 

1.4 Research objectives  

The objective of this study is to observe the relationship between EO, IC, 

Improvisation, OC, and SME performance. 

1. To determine the relationship between entrepreneurial orientation and SME 

performance. 

2. To determine the relationship between innovation capability and SME 

performance. 

3. To examine the relationship between improvisation and SME performance. 
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4.To examine organizational climate moderates the relationship between 

entrepreneurial orientation and SME performance. 

5. To examine organizational climate moderates the relationship between Innovation 

capability and SME performance. 

6. To examine organizational climate moderates the relationship between 

Improvisation and SME performance.  

 

1.5 Scope of Study  

The study aimed on small and medium-size enterprises as an analysis unit, since the 

study examined SMEs working in the food and beverage sectors. Owners/managers 

of such enterprises were the respondents who represented the company’s information 

on EO, IC, improvisation, OC and SMEs performance. The food and beverage 

industries were chosen because the government in Algeria is very interested in 

developing the sector because the enormous amount of money sp ent on importing 

food is growing alarmingly. The capital of Algeria was chosen among other regions 

due to large population of established companies and industries. The researcher was 

distributed the questionnaires in two months.  
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1.6 Significant of Study 

The purpose of this research is to consider factors that could improve the 

performance of SMEs. The significance of this study in terms of knowledge, 

theoretical and practical perspectives is explained below. Firstly, many previous 

studies have shown that SMEs in various developed countries underperform 

(Hormiga et al., 2017). Though there have been few studies of the performance of 

SMEs in developing countries, particularly in the food and beverage sector. Even 

though the Algerian government has spent a significant amount of money to finance 

SMEs, problems persist. Internal factors such as total quality management and 

marketing capabilities are critical in the development of SMEs' performance from 

the standpoint of expanding knowledge. In other words, internal factors influence 

organizational performance in order to gain a competitive advantage (Collis, 2016). 

This study contributes to the structure of knowledge and reduces the existing gap in  

the literature by adding the following internal factors - EO, IC, Improvisation as 

independent variables and OC as a moderator which has not been limited considered 

in previous studies. 

Second, based on the reviewed literature, it was discovered that knowledge-based 

view theory, theory of organizational knowledge creation, and learning theory were 

the most used theories to explain the relationship between IC and firm performance. 

The resource-based view (RBV) theory has also been discovered to be the most well-

known theory that explains the relationship between EO and company performance . 

However, this study chooses RBV theory to explain the relationship between EO, IC, 
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and improvisation and firm performance, and employs RBV theory because it 

emphasizes the importance of innovation, proactiveness, and OC as resources on 

performance and creating competitive advantage. Furthermore, RBV theory regards 

EO and improvisation as intangible resources that can improve organizational 

performance. As an intangible strategic resource, EO can influence firm performance 

by expanding new markets and developing new products that impact firm production 

and performance. RBV, like IC and improvisation, implies that a healthy 

environment within the firm can help employees be more productive and, as a result,  

improve firm performance. 

Even though Algerian authorities and policymakers are concerned about the overall 

performance of SMEs, the findings of this study will be useful in reinforcing the 

internal factors of SMEs, because decision makers are still unaware of the 

importance of EO, IC, and improvisation in improving firm performance. 

Furthermore, business practitioners, founders, and managers would find the study 's 

findings extremely useful in identifying important factors that can improve overall 

firm performance. Furthermore, the findings of this study can contribute to the 

improvement and development of SMEs' capabilities and resources by emphasizing 

EO, IC, Improvisation, and OC as the foundation of SMEs' performance in the 

Algerian food and beverage sector. The purpose of this study is to  draw managers' 

attention to EO, IC, improvisation, and OC and their impact on SME performance 
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1.7 Definitions of key terms 

The following section presents the description of the study variables under the 

investigation as follows: 

1.7.1 SME performance 

Organizational performance is defined as the financial and nonfinancial criteria to  

measure the firm performance (Wang et al., 2009).  

1.7.2 Entrepreneurial orientation 

EO can be defined as the organization’s propensity on the involvement of  

innovative, proactive, and risk-seeking behaviors in attaining strategic and 

performance objectives  (Knight, 1997) . 

1.7.3 Innovation capability 

The holistic, corporate-wide potential of a company to generate new and unique 

values is defined as its innovation capability (Bullinger et al., 2007). 

1.7.4 Improvisation 

Improvisation in this study refers to organizations that are struggling to adapt and 

survive in today's rapidly changing environment by doing a concurrent act on 

spontaneity and creativity (McKnight, & Bontis, 2002; Vera & Crossan, 2005). 
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1.7.5 Organizational climate 

It refers to a shared or summarized perception that people have about specific 

aspects of the workplace (Benjain Schneider & Reichers, 1983) . 

1.7.6 SMEs definition 

According to the Ministery of Industry and Mines and the General Secretariat of the 

Algerian Government, official newspaper N 77 (2001), a SME is a business that 

employs 1 to 250 people and has an annual turnover of less than 18,020,128 USD or 

an annual revenue of less than 18,005,000 USD. 

1.8 Organization of Thesis 

 The first chapter contains the background, problem statement, research questions, 

research objectives, significance of the study, scope of the study, and definition of 

key terms. The following chapter (Chapter 2) consists of literature reviews on EO, 

IC, SI, OC and SMEs. Chapter three contains an introduction, research f ramework, 

research philosophy, hypotheses, research design, operational definition and 

measurement of variables, research philosophy, sampling techniques, data collection 

procedures (sample size, unit of analysis, questionnaire design) and techniques of 

data analysis. The fourth chapter includes data screening and preliminary analysis, 

demographic profile of respondents, descriptive statistics analysis, assessment of 

measurement model and assessment of structural model. The last chapter (Chapter 5) 

provides conclusion, recommendations, and limitations of the study. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter is a literature review on EO, IC, improvisation, OC and SMEs 

performance. This chapter discusses definitions and dimensions of each variable, as 

well as the gaps that exist between the influenced factors and performance. 

2.2 Small and medium enterprises (SMEs) definition 

SMEs are the main source of poverty reduction, jobs, revenue generation, 

innovation, technological development, and SMEs are considered key contributors to 

economic growth (Fan, 2003) .   

In general, it is difficult to find a consensus definition of SMEs. Noticeably, there are 

many definitions, yet they are different from one country to another. Accordingly, 

the progress of the developed countries is based on the SMEs, which represent a 

large part of the global number of firms. In fact, in developing and developed 

countries, the number of companies dominates SMEs (Asah et al., 2015). Since small 

businesses do not have a standard definition of  20, many individuals and 

organizations have different identities for small and medium-sized businesses, f or 

instance (Bouazza et al., 2015). As a result, the World Bank has identif ied over 60 

different definitions of SMEs used in 75 different countries. However, it was 
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discovered that the majority of them used definitions based on the number of 

employees or the amount of capital invested (Eze et al., 2013).  

 SMEs in Algeria are classified based on the number of employees, sales volume, or 

annual revenue. Algeria's SME definition was characterized by staff headcount, 

turnover sales, or annual revenue . Despite the fact that SMEs have existed in Algeria 

since independence, their details were not finalized until the passage of Law No. 01 -

18 on the promotion of SMEs, which was amended by Law No. 17-02. Article 05 of  

Law No. 17-02 of 10 January 2017 states that "a small and medium-sized enterprise, 

whatever its legal nature, is defined as an enterprise for the production of  goods or 

services" (Khaidher et al., 2019).The details are as Table 2.1. 

Table 2-1 
 Algerian SMEs definition. 
Category Staff Headcount Turnover Or / and Annual Revenue 
Micro From 1 to 9 

persons 
Not exceeding 
165,785 USD 

Not exceeding 
82,892 USD 

Small Between 10 and 49 Not exceeding 
1,657,853 USD 

Not exceeding 
828,926 USD 

Medium-sized From 50 to 250 
persons 

Between 1,657,853 
USD and 
16,578,530 USD 

Between 828,926 
USD and 
4,144,632 USD 

Source: The general secretariat of the Algerian government (Khaidher et al., 2019) 

2.3 Firm performance 

Previous researchers depicted the definitions of performance and SMEs as two 

distinct entities. The composition of these two terms is defined in detail below. 

Organizational performance has been defined f rom various perspectives (Chouayb, 

2020). Apparently, the benchmarks of these definitions are subjective or objective 
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dimensions of firm performance. One of the performance indicators for SMEs is 

market share (non-financial) and wealth creation (financial), which supported by 

many scholars (i.e. Arshad et al, 2018; Laitinen, 2002; Matin & Sabagh, 2015; Wang 

et al., 2009). The ability of SMEs to create employment and wealth through business 

start-up, survival, and sustainability is defined as their performance. 

Matin and Sabagh, (2015) described that organizational performance refers to a 

company's ability to achieve its organizational and social goals, as well as the 

responsibilities that it assigns. According to Khan et al. (2020) performance can be 

described as a corporation's ability to fulfil its objectives by efficiently and 

effectively utilizing all of its resources. 

 In summary, previous scholars have taken various approaches to defining 

organizational performance. Some scholars defined firm performance solely f rom a 

subjective standpoint, while others defined it from an objective standpoint, and stil l 

others defined it from both subjective and objective perspectives (Chouayb, 2020). 

However, in the present study, the study has adopted the definition of Wang et al. ,  

(2009) who define as the nonfinancial criteria to measure the firm performance. 

 

2.4  Entrepreneurial orientation 

Entrepreneurial orientation is critically significant to the SMEs success (Hooi et al. ,  

2016). Entrepreneurial orientation (EO) is a key organizational construct in the 
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context of entrepreneurialism (Covin & Lumpkin, 2011) and it is now one of the 

more interesting fields of research in the entrepreneurship literature (Martens et al. ,  

2016; William John Wales, 2016). EO refers to a company's decision-making style 

and its techniques to set itself apart from competitors. The core argument of EO is 

that firms that operate entrepreneurially are better able to modify their operations in  

changing competitive contexts to capitalize on market possibilities and penetrate 

newly developed markets, according to Covin and Slevin (1989). The previous study 

has found that organizations with an EO perform better and that various indicators of 

EO and performance have a favorable link ( Wales et al., 2013; Zhao et al. ,  2013). 

Entrepreneurial orientation encompasses traits such as creativity, risk -taking, and 

foresight (Wang et al., 2015). These main parts reflect a strategy for a company's 

desire to link entrepreneurial initiatives to its success (Wang et al., 2015). Therefore,  

EO was created more than 30 years ago and has since become a well-known term in 

strategic management and business ( Wales et al., 2013). The concept of 

entrepreneurial orientation (EO) is widely regarded as a core component of firm-

level entrepreneurship literature (Lumpkin & Dess, 1996; Kreiser et al, 2002).EO is 

defined as a strategic organizational posture that captures the precise processes, 

methods, and activities that enable companies to create value through entrepreneurial 

ventures. It also has been known as an vital organizational and management 

phenomenon in the research literature, and it has gained a large amount of interest in  

academic journals (Messersmith & Wales, 2013).  

Table 2-2 
Entrepreneurial orientation dimensions. 

Perspective Dimensions Authors 
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Multi-dimensional 
construct 

Innovativeness, risk-taking, and 
proactiveness 

Miller (1983). Covin and 
Slevin (1989). 

Multi-dimensional 
construct 

Innovativeness, risk taking, 
proactiveness, competitive 
aggressiveness and autonomy. 

Lumpkin and Dess (1996). 
Kreiser, Marino and 
Weaver (2002). 

Both uni-dimensional 
or multi-dimensional 
are correct. 

Both uni or multidimensional 
are correct 

Covin, Lumpkin (2011, p. 
863) 

 

Table 2.2 demonstrates   the dimensions of  entrepreneurial orientation. Miller and 

Mangan, (1983) and Covin and  Slevin, (1989) stated that EO has three dimensions: 

innovativeness, risk-taking and proactiveness. Meanwhile, Lumpkin and Dess, 

(1996) and Kreiser et al., (2002) supplemented another two dimensions - autonomy 

and aggressiveness. Covin and Lumpkin (2011) stated that EO could be quantif ied 

either by adding aggressiveness and autonomy to represent five dimensions or only 

focus on the main three dimensions (risk-taking, proactiveness and innovativeness ).  

This study used only three dimensions of EO because it relevant to examine the 

business scope of this research. 

2.5 Entrepreneurial orientation and firm performance 

EO is an immaterial resource made up of innovation, proactivity and risk-taking. 

These qualities are necessary to founders/managers because of their importance  in  

the improvement of corporate performance (Chouayb, 2020). Entrepreneurship gets 

significant significance in today's changing business environment to increase 

company performance and obtain a lasting competitive advantage (Al-Dhaafri et al. ,  

2016;Wiklund & Shepherd, 2003). 
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According to Ray et al. (2004), studies show that EO tends to boost the company's 

overall performance. Likewise, entrepreneurial orientation affects several 

organizational outcomes within any organization, such as firm performance (Ugoji,  

Mordi, & Ajonbadi, 2014; Altinay et al., 2016; Holmström et al., 2011; Sirén et al. ,  

2017). Furthermore, referring to research in the Nigerian context, EO affects SMEs' 

performance (Pulka et al., 2021). Nevertheless, Buli (2017), observed that not all EO 

dimensions have a positive relationship with SMEs performance after inve stigating 

the relationship between EO, market orientation, and SMEs performance. The results 

go hand in hand with previous studies done by  Eggers, (2014), Larsen and 

Korneliussen, (2012); and Nabila and Ambad (2013). 

The positive relationship is viewed on EO as a significant for improving firm 

performance and growth (Carree & Thurik, 2011). It is regarded as critical in  terms 

of gaining a competitive advantage (Imran et al., 2020) by launching new products, 

addressing problems and needs, and developing new processes for produ ct 

completion (Nica et al., 2001). Prior studies, despite the apparent contrast between 

the results for organizations and SMEs, the findings point to a negative connection 

between EO and organizational performance, with varying circumstances accounting 

for the variations between the research findings (Wolff et al., 2015). Some sectors of 

the manufacturing industry have yet to reach the level of competition that 

necessitates firms being innovative and taking risks in order to improve firm 

performance (Loong Lee et al., 2019). Moreover, several EO has a negative 

relationship with performance because of the fact that EO has a smaller influence on 
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the performance of new ventures in low-income countries than in high-income 

countries (Kowalik et al., 2017) . 

According to a review of the literature, the majority of studies on EO were 

conducted in the United States  (Semrau et al., 2016; Jogaratnam, 2017). Rather than 

the USA, there are studies conducted in Europe, for instance in in 

Austria,(Fellnhofer et al., 2017; Gruber-Muecke & Hofer, 2015; Kallmuenzer et al. ,  

2016),Spain (Hormiga et al., 2017; Rigtering, J. C., Eggers, F., Kraus, S., & Chang, 

2017; Rodríguez-Gutiérrez et al., 2015), in Sweden (Florén et al., 2016; Shirokova et 

al., 2016) and lastly, in Australia and Poland (Grimmer et al., 2013; Kowalik et al. ,  

2017; Sok et al., 2017). Conversely, in Asia, many studies are found on China, 

Indonesia, Malaysia and Korea (Amin et al., 2016; Chavez et al., 2017). As a result,  

while many studies have been conducted in Western and Asian countries, very few 

studies have been conducted in other parts of the world (Alam et al., 2015) including 

Arab countries (Al-Dhaafri et al., 2014; Chouayb, 2020). In providing new findings 

concerning the relationship between EO and firm performance, Algeria’s differences 

in values, principles, business practices, culture, and religion may be an asset. There 

is a contextual gap where EO is studied in most countries with mature economic 

conditions, such as the USA (Batra et al., 2014). However, only limited studies have 

been conducted in emerging economies of developing countries  such as Algeria 

(Chouayb, 2020). This contextual gap requires further investigation as Algerian 

SMEs are a major importer in the food and beverage sector. The conclusions on the 

EO-to-company relationship will be of great benefit to several stakeholders.  
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The literature additionally revealed mixed findings on the influence of EO on 

organizational performance (Chouayb, 2020; Mahrous & Genedy, 2019; Mantok et 

al., 2019; Shu et al., 2018). Some findings demonstrated a positive relationship 

between EO and performance, and some showed a negative associations; therefore 

inconsistencies in previous findings. In addition, previous studies on the relationship 

between the EO and food and beverage SMEs performance in Algeria were very 

limited. Therefore, it is hypothesized as below:  

H1: There is a positive relationship between entrepreneurial orientation and 

SMEs performance. 

2.6 Innovation capability   

New ideas, processes, goods, or services may be defined as the innovation that takes 

place when new ideas, processes, products, or services are created, approved, and 

implemented (Ferreira et al., 2020a). In rapidly changing marketplaces, innovation, 

generating new ideas, and implementing them is critical to organizational survival 

and success (Saunila, 2014,  2016). Because of this, companies must develop the 

ability to regularly create innovation. Though, as Mendoza-Silva (2020) and  Saulina 

(2016) underline, there are various interpretations of the concept of IC and can be 

viewed as a multidimensional concept (Saunila, 2014).  To grasp the concept of IC, 

keep in mind that innovation can be grouped into various categories based on (1) the 

various sets of organizational operations in which it occurs (Martínez-Román et al. ,  

2015 ;Wikhamn, 2019) or (2) the degree of  novelty (Slater et al., 2014;Snyder et al.,  
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2016). The "Dual-core" model advanced by Daft (1978) Technical and 

administrative operations are the two types of operations in an organization (Saunila, 

2020). For example, the firm's ability to innovate is affected by the amount of 

knowledge the company old’s as well as its capacity to put that knowledge to use 

(Delgado-Verde et al., 2011). Besides, The ability to innovate is a key driver in 

innovation management (Neely et al. , 2001) . The Organization for Economic 

Cooperation and Development (OCDE) defines innovation as the operation of a new 

or improved product (item or service), or procedure, a new advertising approach, or a 

new organizational strategy in a commercial setting, the office, or elsewhere in 

society (OCDE, 2009). 

According to previous literature, some of these characteristics include leadership 

strategies, staff skills and innovativeness, methods and instruments for idea 

management, enabling culture, external sources of information, individual 

knowledge development, and employee wellbeing (Adams et al., 2006; Calantone, 

Cavusgil, et al., 2002; Saunila, 2017; Saunila & Ukko, 2014; Wan et al., 2005) . 

According to Saunila (2020), The number of journal articles published by IC has 

risen over time. The distribution of evaluated articles by publication year suggests 

that research on small business innovation capability was particularly strong in 2013, 

2017, and 2018. Since 2013, the number of published articles on innovation  

capabilities in the context of small enterprises has increased, starting with a  very 

small number of articles per year from 2001 to 2012. Except for the year 2015, when 

only one article was published. The distribution of small business innovation 

capability research by country from which empirical information is acquired is 



27 

 

depicted in this graph. Finland, China, Indonesia, and Italy are the countries that 

have undertaken the most empirical investigations. Furthermore, it appears that 

Brazil, Malaysia, and Turkey provide many studies on small business innovation 

capabilities. 

Table 2-3  

Dimensions of innovation capability 
Author(s) Innovation capability dimension 

(Lawson & Samson, 2001) “Employees’ skills and innovativeness, Processes an d 
tools for idea management, Supporting culture, 
Development of individual knowledge.” 

(Calantone, Cavusgil, et al.,  
2002) 

“Employees’ skills and innovativeness, Processes and 
tools for idea management.” 

(Wan et al., 2005) “Employees’ skills and innovativeness, Processes and 
tools for idea management, Supporting culture.” 

(Adams et al., 2006) “Leadership practices, Employees’ skills and 
innovativeness, Processes and tools for idea 
management, Supporting culture.” 

(Saunila, 2017) “Leadership practices, Employees’ skills and 
innovativeness, Processes and tools for idea 
management, Supporting culture, External sources for 
information, Development of individual knowledge.”  

(Martensen et al., 2007) “Leadership practices, Employees’ skills and 
innovativeness, Processes and tools for idea 
management, External sources for information.”  

(Güşen Akman & Yilmaz, 
2008) 

“Leadership practices, Employees’ skills and 
innovativeness, Supporting culture, External sources 
for information, Development of individual 
knowledge.” 

(Laforet, 2011) “Employees’ skills and innovativeness, Supporting 
culture, External sources for information.” 

(Martínez-Román et al., 
2015 ;Wikhamn, 2019) 

“Leadership practices, Employees’ skills and 
innovativeness, Processes and tools for idea 
management.” 

(Saunila & Ukko, 2014) “Leadership practices, Employees’ skills and 
innovativeness, Processes and tools for idea 
management, Supporting culture, External sources for 
information, Development of individual knowledge, 
Employees’ welfare." 
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2.7 Innovation capacity and firm performance 

Firms in all industries are now developing innovation to ensure their market success. 

The concept of innovation capability has received a lot of attention in academic 

circles in relation to this phenomenon ( Lawson & Samson, 2001; Calantone, Tamer, 

et al., 2002; Romijn & Albaladejo, 2002; Lin, 2007). Innovation capability refers to  

the ability to generate new and useful items or knowledge (Zheng et al., 2010). 

Crossan and Apaydin, (2010) came up with a multi-dimensional framework of 

organizational innovation that connects leadership, innovation as a process, and 

innovation as a result. In addition, West and Bogers, (2014) focused on a specific 

type of innovation, open innovation.  There are no evaluations of innovation 

capability in the context of small firms, despite the quantity of innovation reviews. 

There is a need for such a study because innovation capability has been discovered to 

be a multifaceted construct that differentiates across small and large businesses  

(Forsman, 2011; Saunila & Ukko, 2014). Single studies concentrated on a certain 

industry or firm type, such as food companies (De Martino & Magnotti, 2018). 

Previous research has established a strong link between innovation and firm 

performance. Indeed, there is a wealth of evidence in the academic literature 

indicating a positive relationship between firm performance and innovation (Cheng 

& Hu, 2010; Lööf & Heshmati, 2002; O’Cass & Sok, 2014; Oura et al., 2016; Xu et 

al., 2019; Zhang & Hartley, 2018). However, some researches indicate a negative 

link or no link at all  ( Subramanian & Nilakanta, 1996).  There are few analytical 

and empirical research that study the direct relationship between various 

characteristics of a firm's performance and innovation dimensions (Gunday et al., 
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2011) . Much more theory and practice study is certainly needed to investigate the 

impact of overall innovation capabilities on firm performance measures (Lööf & 

Heshmati, 2002; Sadikoglu & Zehir, 2010). Therefore, many authors (Evangelista & 

Vezzani, 2010; Gunday et al., 2011) recommend additional research to validate 

previous research findings. Overall, Italy Finland, Indonesia, and China are the 

countries with most conducted empirical studies. Furthermore, Turkey, Malaysia, 

and Brazil appear to have a long history of research on the topic of SMEs' innovative 

capabilities (Saunila, 2020).On the other hand, so limited studies in African countries 

examine relationship between IC and SMEs performance the extant export literature 

has confirmed the positive influence of innovation on export performance (Azar & 

Drogendijk, 2016; Roper & Love, 2002; Sterlacchini, 1999). However, previous 

research has revealed that the results are frequently mixed. They alternate between 

positive and negative outcomes (Rajapathirana & Hui, 2018). Additionally, Soltani 

et al., (2013) indicated that small food industry in Iran influence by innovation 

capability, the factors are firms age , formal R&D , fixed capital and  capacity of 

production. These results mean that the two factors relate to each other mostly 

positively. The relationship between IC and the performance of SMEs in the f ood -

drinking sector in Algeria has been shown to be very limited by studies.  Therefore, 

this study develops the hypothesis of the relationships as below:  

H2: There is a positive relationship between innovation capability and SMEs 

performance. 
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2.8 Improvisation  

For centuries, corporate leaders in the late 1960s believed that strategic planning was 

the only way to ensure a competitive advantage (Mintzberg, 1994). However, 

Companies in survival mode who required to adapt to today's rapidly altering 

environment turn to improvisation (Jerry & Vijay, 1997). Ciborra, (1996) described 

improvisation as "the process of using available information and structure to 

overcome chaotic situations confronting organisations."In addition, improvisation is 

defined as the consonant and substantial convergence of conception and 

implementation (Miner et al., 2001; Moorman & Miner, 1998). The definition of 

improvisation, then, can be summarized as a deliberate, creative activity that is 

focused on responding to complicated and confusing situations (Drazin et al., 1999).  

Improvisation is definite as Spontaneous real-time recombination of knowledge, 

processes and structure (McKnight, B., & Bontis, 2002; Vera et al., 2005). Besides, 

SI is a new field of study in management science that focuses on providing solutions 

for how organizations can adapt to the dynamism of today's environment (Hadide & 

Tarvainen, 2014). To achieve and maintain the best company performance and 

competitive advantage, SMEs must be adaptable, moving creatively and quickly to  

adapt to changing conditions. However,  developing the best plan and taking 

strategic decisions and actions in the new environment is not an easy process in 

companies (Arshad et al., 2018). Improvisation is one of the activities business 

companies must take into consideration because it can differ from strategic plans in  

order to respond immediately to opportunity when it arises (Hughes et al., 2017). 

Meanwhile, past scholars have shown that improvisation can lead to business 
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achievement (Arshad & Hughes, 2009; Souchon & Hughes, 2007). This appears to  

be significant for improvisation to produce separate business performance (Arshad et 

al., 2018). The following table 2.4 displays some dimensions found in the literature. 

Table 2-4  

Dimensions of improvisation:  

Auteurs  Dimensions 

( Moorman & Miner, 1998) Convergence in time, Spontaneity, Creativity 

(Miner et al., 2001) Convergence in time, Spontaneity, Creativity. 
(McKnight, B., & Bontis, 2002) Spontaneity, Creativity. 

(Vera et al., 2005) Spontaneity, Creativity. 

(Hadide & Tarvainen, 2014)  Spontaneity, Creativity, Bricolage 

Source: (Yu & Yu, 2021) 

2.9 Improvisation and firm performance 

This new area of management research is known as improvisation. It deals with 

current problems by offering possible solutions for how businesses can quickly and 

easily adapt to today's constantly shifting business environment (Bakar et al. ,  2015; 

Najafi Auwalu Ibrahim et al., 2018). In the current study, improvisation in strategic 

behavior has relevance as a new way of training, adapting, and getting in a new 

strategic mindset (Miner et al., 2001; Moorman & Miner, 1998; Vera et al., 2005). 

The extraordinarily rapid rate at which environmental changes occur cannot be 

stressed enough, making it difficult for companies to always have time to plan. As a 

result, employees are usually obliged to act without thoroughly examining all 

available possibilities. As a result, leaders improvise when confronted with 
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complicated and dynamic situations that cannot be controlled using available 

methods. In this sense, rigorous adherence to such strategic plans may inhibit 

organisational creativity, adaptability, and development of adaptable 

plans(Slotegraaf & Dickson, 2004). Likewise, SI is mostly seen by leaders as a 

strategy to address uncertainty, time and resource shortcomings (Hu et al., 2018). 

Past research (Adomako et al., 2018; H. Ahmad et al., 2015; Arshad et al., 2018; 

Bakar et al., 2015; Hmieleski et al., 2013; Hu et al., 2018; Najafi Auwalu Ibrahim et 

al., 2018) the researchers discovered a correlation between strategic improvisation 

and a variety of organizational outcomes, including performance.  Adomako et al. 

(2018)   for example, looked examined data from 395 new enterprises in Ghana. 

They discovered that entrepreneur improvisation and performance have a substantial 

favorable association. Hmieleski et al., (2013) found considerable evidence 

associating improvisational conduct to performance when entrepreneurs had 

increased optimism and operated swiftly and randomly in unpredictable 

circumstances. However, in 149 Chinese start-up teams, Xiong (2020) discovered 

that entrepreneurial improvisation leads to ambidextrous learning, which leads to  a 

competitive edge. Similarly, Hughes et al. (2017) studied improvisation as a 

mediator and moderator in Malaysian manufacturing SMEs. They discovered that 

absorptive capacity acts as a moderator and moderator throughout the EO–

performance relationship. Improvisation, on the other hand, exhibited no such 

consequences. However, there was a strong and favorable direct link between it with  

performance. Likewise, Ibrahim et al. (2018) investigated the relationships between 

strategic improvisation, organizational culture, and higher education institution 
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performance. According to their findings, both the SI and organizational culture 

aspects influenced performance in a favorable and substantial way. According to  Al 

Issa, (2020) argue that a strategy is more appropriate under high uncertainties and 

crises as a function of time, the reasoning behind the suggested SI structure is that in  

market crises and calamities, businesses profit from the mechanism's quickness , 

because SI flexibility and spontaneity might contribute to transient speed 

accomplishment, the need for immediacy in crisis response action is important. It is 

thus suggested that SI offers companies the best opportunity to minimize losses in 

the early stages of the crisis. Thus, Employers have to make quick and creative 

changes for survival and success in their businesses (Hmieleski et al., 2013). 

Improvisational research is still in its infancy, and it is unclear if existing findings 

from research, which has primarily been conducted in established nations, would be 

applicable to emerging economies and their businesses (Young et al., 2014).  

According to Kyriakopoulos, (2011) the effort to develop improvisation theory is 

restricted. Hence, existing improvisation studies in developing economies like 

Portugal, Spain, France, the UK and Holland are established in terms of country 

settings (Aram & Walochik, 1996; e Cunha, 2005; Kyriakopoulos, 2011; Nemkova 

et al., 2012). Despite these economies taking an ever more prominent position in the 

world economy due to neglect of the emerging economies (Wright et al., 2005). As a 

result, strategic processes such as improvements in various countries outside of the 

Western economies need clearly to be examined (Young et al., 2014). Extending 

improvisational research to other industries and emerging economies is a useful 

avenue for research, especially to promote the results (Hodgkinson et al., 2016). The 



34 

 

study on the link between improvisation and firm performance is still limited, 

especially to the Algeria setting of food and beverage industry; it is therefore 

hypothesized as below: 

H3: There is a positive relationship between improvisation and SMEs 

performance. 

2.10 Definition of organizational climate 

 Organizational climate is important in the organization even though it is regarded as 

an important predictor of firm performance (Arakal & Mampilly, 2013). 

Organizational climate (OC) is a concept that employees "perceive" it depends, 

above all, on a value judgement, which varies widely between people (Nwangwu et 

al., 2021). Organizational climate has a bearing on productivity, motivation and 

employee conduct (Shanker et al., 2017). However, inadequate OC leads to  loss of  

cohesion, confidence, disregard and support, all of which lead to low productivity , 

profitability, a reduction in market share and performance (Umoh et al., 2013).  

The term “organizational climate” is not a new concept. Kurt Lewin tracked the 

origin of this construction in 1930, and it was popular in the 1960s (Shahin et al., 

2014). Different researchers have suggested various definitions of OC. OC was 

originally referred to as psychological environment and organizational, social,  and 

situational influences on behavior (Argyris, 1958; Forehand & Von Haller, 1964; 

Guetzkow et al., 1962). Likewise,  (Jones & James, 1979; Joyce & Slocum Jr, 1984; 

Verbeke et al., 1998), classified OC as an employee's shared perception of their work 
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environment. Another type of OC is service climate, which is def ined as customer 

perceptions of the organization's service quality (Benjamin Schneider, 1980; 

Benjamin Schneider et al., 1980, 1998). Instead Zammuto & Krakower, (1991) 

obtainable four more types of OC: group climate, the developmental climate, internal 

process climate  and rational goal climate. Other scholars have inspected other 

formulae of OC such as justice climate (Liao & Rupp, 2005) and ethical climate 

(Jaramillo et al., 2013). 

2.11 Dimensions of organizational climate 

Previous studies examined plenty of OC dimensions and could be measured in many 

different ways (Burton et al., 2004; Jyoti, 2013). The following table 2.5 displays 

some dimensions found in the literature. 

Table 2-5  
Organizational climate dimensions. 
Author  Dimensions 
(Litwin & Stringer, 
1968). 

“Structure, responsibility, warmth, support, reward, 
conflict, standards, identity, and risk.” 

(Newman, 1977). “Supervisory style, co-workers, work motivation, 
employee competence, decision-making, performance 
rewards.” 

(Burton et al., 2004). “Individual autonomy, the degree of structure imposed 
on positions, reward orientation, consideration, warmth, 
and support.” 

(Moira Clark, 2011) “Structure, rewards and recognition, cohesion, warmth 
and support, and customer care.” 
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2.12 Organizational climate as a moderator 

The organizational climate has been found as an independent variable or as a 

mediator in many of earlier studies. However, only a few studies have looked at 

organizational climate as a moderator in the relationship between it and performance. 

The following explains why OC was chosen to be a moderator. 

Previous studies indicated a positive relationship among and organizational climate  

and firm performance as an independent variable. OC is an important inf luence of 

organizational performance (Lantara, 2019). Chouayb, (2020) investigated the effect 

of organizational climate as an independent variable on SMEs performance, using 

organizational trust as a moderator. Although the relationship between OC and 

business performance is of great importance, there are mixed results from previous 

studies on this relationship (Okoya, 2013).  

The research literature provided the link between organizational climate and 

performance is significantly positive while some HR practices have a direct impact 

on organizational predictions (Akbaba & Altındağ, 2016; Feng Jing et al., 2011; 

Umoh et al., 2013). Popa, (2011) demonstrates that OC can improve an 

organization's performance by influencing employees in an organization's 

intellectual and cultural environment leading to good performance.  There have been 

therefore positive results from previous studies using the organizational climate as an 

independent variable, mediator or moderator. Studies on the organizational climate 

as a moderator are also notoriously limited. The present study therefore aims to study 

further the moderative influence of OC in the EO, IC, Improvisation and SME 
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performance relationships in order to strengthen previous findings. The gap in 

research on the use of organizational climate as a moderator of performance is 

substantiated in Table 2.6. 

Table 2-6  
The gap in research on the use of organizational climate. 

Author Independent 
Variable 

Mediator Moderator 

(Okoya, 2013).   ✓  
(Wallace et al., 2013)   ✓  
(Chen et al., 2010).   ✓  
(Smith-Crowe et al., 2003)   ✓  
(He et al., 2015)   ✓  
Chouayb, (2020) ✓    
(Lantara, 2019). ✓    
(Shanker et al., 2017). ✓    
(OBENG et al., 2020) ✓    
(Hassi et al., 2021)  ✓   
(Moghimi & Devi 
Subramaniam, 2013) 

✓    

(Mehralian et al., 2020)  ✓   
(Andersson, Moen, & Brett, 
2020) 

✓    

(Burton et al., 2004) ✓    

 

Additionally, the motivation for conducting this research in Algeria using OC as a 

moderator stem from the fact that various previous studies were conducted in 

deferent countries rather that Algeria Taiwan , China, Nigeria, U.S.A,  (Chen et al. ,  

2010; He et al., 2015; Okoya, 2013; Smith-Crowe et al., 2003; Wallace et al., 2013). 

Prior studies are limited in examining OC in relation with performance or with EO, 

IC and Improvisation. Therefore, this study proposes the following hypotheses:  
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H4: Organizational climate moderates the relationship between entrepreneurial 

orientation and SMEs performance. 

 H5: Organizational climate moderates the relationship between innovation 

capability and SME performance. 

 H6: Organizational climate moderates the relationship between improvisation 

and SME performance. 

2.13 Literature Gap 

In this section, the literature in this section demonstrates conceptualizations, 

definitions, importance, differences, and dimensions of the study constructs. 

Furthermore, the literature demonstrates that there is a theoretical and practical gap 

in the relationship between EO, IC, Improvisation, OC, and organizational 

performance. 

Based on the first factor of this study, the literature emphasizes the signif icance of 

EO and its positive relationship with performance (Al-Dhaafri et al., 2014; Chouayb, 

2020; Wiklund & Shepherd, 2003; Zahra, 1986). This positive relationship is seen as 

an EO to help improve the growth of organizations (Carree & Thurik, 2011), and to  

create a competitive advantage (Altinay et al., 2016).  However, there is very little 

interest in researching EO in the food and beverage sector. In Algeria, for example, 

only a few studies have been conducted to investigate the relationship between EO 

and SMEs' performance in the food and beverage sector, because Algerian SMEs are 
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among the largest importers in the food and beverage sector (Chouayb, 2020). This 

contextual gap necessitates additional research. 

As regards to IC as the second independent variable of this study in relation with 

SMEs performance, previous research has recognized a strong link between 

innovation and firm performance. Indeed, the academic literature is replete with 

evidence that manufacturing business performance and innovation are linked  and 

indicating a positive relationship (Cheng & Hu, 2010; Lööf & Heshmati, 2002; 

O’Cass & Sok, 2014; Oura et al., 2016; Xu et al., 2019; Zhang & Hartley, 2018). 

Another important factor is Improvisation. Improvisation is a substantial factor that 

enhances firm performance. Furthermore, SI is a relatively young field of 

management study. It tackles contemporary challenges by offering suggestions f or 

how businesses may adapt to today's fast-paced, changing business climate (Bakar et 

al., 2015; Najafi Auwalu Ibrahim et al., 2018). Past research (Adomako et al., 2018; 

H. Ahmad et al., 2015; Arshad et al., 2018; Bakar et al., 2015; Hmieleski et al., 

2013; Hu et al., 2018; Najafi Auwalu Ibrahim et al., 2018) found a link between 

strategic improvisation and various organizational outcome variables, including 

performance. 

It has been demonstrated that there is a gap in each relationship between EO, IC, and 

SI with firm performance. The review indicates that the relationship is mixed. Baron 

& Kenny, (1986) stated that "the variables moderator are normally introduced when 

the relationship between a predictor and a criterion variable is unexpectedly weak or 
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inconsistent." As a result, Baron and Kenny recommended using the moderator 

whenever there are mixed findings between the independent variables and the 

dependent variables, which were discussed earlier in the relationship between EO, 

IC, and SI and firm performance. As a result, OC is the moderator variable that 

moderates all of these relationships. In addition, previous studies using the OC  as an 

independent variable, moderator or mediator with performance presented positive 

results. Furthermore, the motivation for conducting this research in Algeria using OC 

as a moderator stem from the fact that various previous studies were conducted in  

deferent countries rather that Algeria Taiwan , China, Nigeria, U.S.A,  (Chen et al. ,  

2010; He et al., 2015; Okoya, 2013; Smith-Crowe et al., 2003; Wallace et al., 2013). 

2.14 Summary 

In this chapter, the classifications of EO, IC, Improvisation, OC, and SME 

performance are explained in detail, including the constructs' importance, 

dimensions, types, and theoretical gaps that exist by reviewing past literature on 

independent variables and intervening variables to performance, in addition to 

applying this study in Algeria, particularly in the country's food and beverage 

industries. 

The researcher proposed RBV as the study's underlying theory since all of the 

constructs are derived from it. According to RBV theory, EO, IC, and OC are all 

intangible resources. RBV theory emphasizes the importance of intangible resources 

in improving firm performance; thus, RBV theory is proposed to explain the 
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relationship between strategic intangible resources (EO, Improvisation, and OC) and 

the performance of SMEs. 

Hence, the following chapter describes the procedures and methods used for data 

collection and analysis in the research. Theoretical framework, research hypothesis, 

research design, and operational definition in addition, it looks to research sample 

and population, instrument, variable measurement, data collection method, reliability 

test, and data analysis technique will be explained in Chapter 3. 
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CHAPTER THREE 

METHODOLOGY 

3.1 Introduction 

This chapter describes the quantitative study's methodology. This chapter describes 

the research framework, research design, research philosophy and paradigm, 

hypotheses, and sampling; and followed by operational definitions, variable 

measurement, data collection procedures, and data analysis techniques. 

3.2 Theoretical framework 

Based on the literature review, three independent variables, EO, IC, SI, and SMEs 

performance as the dependent variable, and OC as a moderating variable that 

moderates the relationship between EO, IC, Improvisation, and SMEs performance, 

have been chosen as part of the research framework. The dependent variable in  this 

study is the performance of SMEs. Previous studies have measured firm performance 

from either a subjective (non-financial) or objective (financial) perspective, or both; 

however, this study chooses to measure firm performance from a non-financial 

(subjective) perspective. The reason for selecting a non-financial concept to measure 

performance is that collecting objective data (financial) is difficult because 

owners/managers are unwilling to give outsiders access to their firms' confidential 

information (Sapienza et al., 1988). Furthermore, owners/managers are unwilling to  

voluntarily disclose financial information to outsiders (Dess & Robinson, 1984). The 

study's determinants variables, combined with the moderator's and SMEs' 



43 

 

performance, form a unique framework that has never been studied before. As a 

result, the study intends to delve deeper into the moderating influence of OC 

between EO, IC, Improvisation, and SMEs in Algiers' food and beverage industry.  

The following figure 3.1 shows the research framework of this study in the Algiers 

food and beverage industry. The independent variables in the research framework are 

EO, IC, SI, and OC is the moderator variable with SMEs as dependent variable.  

           IVs                                        Moderator                                      DV  

 

Figure 3-1 
Research framework 

3.3 Research design  

A research design is a data collection, measurement and data analysis plan designed 

to address the study problem (Sekaran & Bougie, 2019). According to Sekaran and 
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Bougie (2003), there are three types of studies: exploratory, descriptive design, and 

hypothesis testing (causal).  

The research design and correlation approach are used in this study to investigate the 

relationship between variables. A descriptive correlation study is carried out to 

identify the important factors associated with the variables (Sekaran & Bougie, 

2019). As a result, the study's goal is to examine the relationship between EO, IC, SI, 

and SMEs performance, as well as the moderating influence of OC in SMEs 

performance in Algiers. A one-shot or cross-sectional study can be conducted in 

which data is collected only once, possibly within weeks or months, to answer a 

research question (Sekaran & Bougie, 2003). The main benefits of conducting a 

cross-sectional study are economic and time-saving. In addition, the survey 

questionnaire was distributed to the owners/managers of Algiers' SMEs in the f ood 

and beverage industry. The distribution of questionnaires and data collection were 

self-administered, which means that the questionnaire was completed by a 

respondent without the involvement of the researcher. The questionnaire's goal is to  

collect data and then examine the relationship between EO, IC, SI, OC, and SMEs 

performance. As previously stated, the research design addresses the study area, data 

collection, and data analysis, as discussed in this section. 

3.4 Positivism 

Positivism is defined as "an organized technique of combining deductive reasoning 

with precise empirical observations of individual behavior to find and confirm a set 
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of causal probabilistic laws that may be used to foresee general human activity 

patterns"(Neuman, 2014). Positivism is a school of thinking with deductive, 

quantitative and empirical observation and relationships of cause, effect (Sekaran & 

Bougie, 2019). According to the ontology assumption, the reality is unique and 

objective (Neuman, 2014).The researcher is therefore independent of the 

methodology and is quantitative from the epistemology assumptions. Positivists 

underline that language, i.e., quantitative words based on defining, impersonal voice 

and deductive processes are different. Deductive thinking is the application to 

confirm a specific case from the general theory (Sekaran & Bougie, 2019). 

This study takes all the structures from theories, in other words. The constructs were 

derived from issues and problems in the current study and deduced from RBV 

theory. RBV theory was used to derive EO, IC, SI, and OC. Later in the study, the 

researchers hypothesized that these strategic factors were related to the performance 

of SMEs. Figure 3.2 depicts what is being discussed in terms of deductive reasoning. 

 

Figure 3-2 
Deductive reasoning 
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The purpose of this study is to investigate the role of OC as a moderator in the 

relationship between EO, IC, Improvisation and SMEs performance. As a result, the 

nature of this study is correlational, and it involves testing hypotheses using various 

statistical techniques. As a result, the positivist approach is better suited for 

hypothesis testing. 

3.5 Unit of Analysis 

Individuals, groups, and organizations are the three types of units of analysis used in  

social science research (Creswell, 2012). According to the Algerian Government's 

General Secretariat, the number of employees in a SME must range between one and 

250. Small and Medium Enterprise is the unit of analysis in this study because i t 

represents the main entity that is studied and analyzed in this study. Respondents are 

owners/managers because they are the soul of SMEs (Gunawan et al., 2015) due to  

their important position in the firm. 

3.6 The Sampling Method 

The sampling methods can be divided into two categories: probability and non -

probability (Saunders et al., 2012). According to Sekaran and Bougie, (2019) 

claimed that "in non-probable sampling models, elements in people have no 

probability of being selected as sampled subjects". However,  because there is no 

official list or statistics that show the true population of SMEs operating in the f ood 

and beverage sector or other sectors, the sampling method used in this study is non -

probability purposive sampling. 
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The website of the Algerian Chamber of Commerce and Industry reveals only f ew 

food and beverage activities, with examples of companies located throughout 

Algeria and most are very large and large companies. Similarly, other official web 

pages such as small and medium-sized enterprises, which fall within the scope of the 

Ministry of Industry and Mining, do not provide any official statistics. Chouayb, 

(2020) stated that it is difficult to identify the structure and dynamic of SMEs in 

Algeria because of the absence of official statistics on that sector, even if the 

Government recommends the assessment of the food and beverage industries of 

SMEs. 

Purposive sampling is limited to specific sorts of persons who can offer the needed 

information, either because they are the only ones who have it or because they f ulfil 

the researcher's requirements (Sekaran & Bougie, 2019).The researcher specifically  

sought out owners/managers for this study because they are the only type of  people 

who have the necessary information about SMEs operating in the food and beverage 

sector. 

In terms of questionnaire distribution, Algiers was chosen over other regions in 

Algeria due to its high population density and proximity to the majority of industrial 

zones. As a result, the sampling criteria for this study are any firm with f ewer than 

250 employees, operating in the food and beverage sector, located in Algiers, and 

answered by owners or managers. The capital contains the majority of the population 

and the majority of the industrial zones. The city's inhabitants are estimated to be 

around 3.335.418 people, divided into the following districts: El Harrach, Zéralda, 
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Draria, Chéraga, Birtouta, Bir Mourad Ras, Bab El Oued, Bouzaréah, Hussein Dey, 

Sidi M'Hamed, Rouba, Dar El Beda and Baraki. Algiers, on the other hand, is made 

up of 57 communes (municipalities) National Statistics Office, (2020). The f ollowing 

Table 3.1 displays some districts with their communes. 

Table 3-1  
Population of Algiers districts. 
District Commune (Municipality) Population 

EL Harrach  

Oued Smar  
ELHarrach 
Bourouba  
Bachdjerrah  

42062 
53869 
81661 
103289 

Zéralda 

Zeralda  
Staoueli 
Souidania  
Rahmania  
Mahelma  

51 552 
47 664 
29 105 
19 396 
28 758 

Rouïba 
Rouïba  
Reghaïa  
H'raoua  

61 984 
85 452 
37 565 

Sidi M'Hamed 

Sidi M'Hamed  
El Mouradia  
El Madania 
 Alger-Centre  

67 873 
38 013 
51 301 
75 541 

Hussein Dey 

Kouba  
Hussein Dey  
El Magharia 
Belouizdad  

104 708 
52 698 
41 453 
58 050 

Draria 

Khraicia  
 El Achour  
Draria  
Douera  
Baba Hassen  

37 910 
41 070 
44 141 
56 998 
33 756 

Chéraga 

Ouled Fayet  
El Hammamet  
Dely Ibrahim  
Cheraga  
Aïn Benian  

47 604 
34 790 
50 230 
96 824 
68 354 

Birtouta 
Tessala El Merdja  
Ouled Chebel  
Birtouta  

29 847 
37 196 
30 575 

Bir Mourad Raïs Saoula  
 Hydra  

41 690 
45 133 

Dar El Beïda  El Marsa  
Mohammadia  

26 100 
72 543 
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Dar El Beïda 
 Bordj El Kiffan 
 Bordj El Bahri  
Bab Ezzouar  
Aïn Taya  

102 033 
151 950 
52 816 
101 657 
39 501 

Bouzareah 

El Biar  
Bouzareah 
Beni Messous 
Ben Aknoun  

57 332 
83 797 
39 191 
33 838 

Source :National Statistics Office, (2020) 

Furthermore, the reasons for choosing Algiers over other cities, due to Algiers has 

the most industry zones in the country, with over 22 of them listed below. Table 6 

depicts the location of Algiers' industrial zones. The majority of Algerian SMEs 

operate in these zones. 

Table 3-2 
 Algiers industry zones. 
Industry zones region Area size (Hectare) 
Oued Smar  400 
El Harrach  78 
Zeralda  142.616 
Cheraga  8.425 
El Achour  153.948 
Eucalyptus  55.488 
Rouiba + Reghaia  1000 
Bach-Djarrah  0.7155 
Bordj El Kifan  45.583 
Sidi Moussa  100 
Douera  63.353 
Hydra  2.72 
Bab Ezzouar  8 
Saoula  200.004 
Dar El Beida  26.65 
Staouali  76.874 
Bir Mourad Rais  4.3 
Tessala El Merdja  68.105 
Ford of Constantine  90.6 
Baraki  4 
 Source : (The Algerian Chamber of Commerce and Industry, n.d.). 

In terms of sampling technique, while its use limits the study's capacity to be 

extended in other contexts, this study would provide meaningful forms in terms of  
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knowledge contributions of EO, IC, Improvisation, and OC toward SME in the 

Algerian context. Furthermore, the current study will pave the way for other 

researchers to conduct their own research based on its findings. 

According to Roscoe (1975), sample sizes greater than 30 and less than 500 are 

appropriate for the majority of studies. However, some statistical experts 

recommended a data range of 5-10 times the number of items used in the scale (Hair 

et al., 2010), and it is always recommended that the number of respondents or 

sample size be 10 times the number of items in the instrument. Furthermore, the 

researcher could collect as much data as possible for analysis, avoiding the problem 

of a low response rate.  

                           48 (number of questions) × 10 = 480.  

3.7 Measurement and operational definitions of variables 

The items measurements and operational definitions of firm performance, EO, IC, 

SI, and OC, are presented below. Operationalization refers to the process of 

transferring the conceptual definition of a variable to specific measures which 

empirically allow the researcher to observe that variable (Neuman, 2014). 

Respondents are requested to rate each of the questions on a scale from 1 to 5; 1 

represents strongly disagree, 2 represents disagree, 3 represents neutral (neither agree 

nor disagree), 4 represents agree, 5 represents strongly agree. 
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3.7.1 Firm performance 

Firm performance is operationalized to measure company performance as f inancial 

and non-financial criteria (Wang et al., 2009). This study used subjective 

performance measurement with six items adapted from the work of  Keskin (2006), 

and the six items reflect the objective measure of firm performance. The f ollowing 

Table 3.3 illustrates the items of firm performance. 

Table 3-3 

 The items of firm performance. 

ID Statement Source 

FP1 “Compared to previous years” is repeated in each 
item. Our products reached a wider market.”  (Keskin, 2006) 

FP2 “Our company had increased product sales.”  (Keskin, 2006) 
FP3 “Our corporate profits have increased.”  (Keskin, 2006) 

FP4 “The level of complaints from customers 
decreased.”  (Keskin, 2006) 

FP5 “The number of employees has increased.”  (Keskin, 2006) 
FP6 “The number of our customers has increased.”  (Keskin, 2006) 

3.7.2 Entrepreneurial orientation 

EO is the first variable in the study and defines it as "the propensity of the company 

to engage in innovative, proactive and risk-taking behaviors to achieve its strategic 

and outcome aims" (Knight, 1997). EO with three dimensions (proactiveness, 

innovativeness, risk taking) and 14 items adapted from the work of   Eggers et al., 

(2013). These items were used in this study as they reflect the operating definition of 

EO and the study context. The reliability of the building was found to be 0.89 by   

Eggers et al., (2013). The following Table 3.4 displays the 14 items that measures 

the three dimensions of EO. 
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Table 3-4 
 That measures the three dimensions of EO. 

ID Statement Source 

EO1 
Innovativeness 
“We value creative solutions more than traditional 
solutions for problem solving.” 

  (Eggers et al., 2013) 

EO 2 “We consider ourselves as an innovative company.   (Eggers et al., 2013) 

EO 3 Our business is often the first to market with new 
products.”   (Eggers et al., 2013) 

EO 4 “Competitors in the market recognize us as leader in 
innovation.”   (Eggers et al., 2013) 

EO 5 “We highly value new product line.”   (Eggers et al., 2013) 

EO 6 Proactiveness 
“We consistently look for new business opportunities.”   (Eggers et al., 2013) 

EO 7 “Our marketing efforts try to lead customers, rather 
than respond to them.”   (Eggers et al., 2013) 

EO 8 “We incorporate solutions to unarticulated customer 
needs in our products.”   (Eggers et al., 2013) 

EO 9 “We work to find new business.”   (Eggers et al., 2013) 

EO 10 “We continuously try to discover additional needs of 
our customers of which they are unaware.”   (Eggers et al., 2013) 

EO 11 
Risk-taking 
“We value new plans even if we are not certain that 
they will always work.” 

  (Eggers et al., 2013) 

EO 12 
“To make effective changes to our offering, we are 
willing to accept at least a moderate level of risk of 
significant losses.” 

  (Eggers et al., 2013) 

EO 13 “We encourage people in our company to take risks 
with new ideas.”   (Eggers et al., 2013) 

EO 14 “We engage in risky investment.”   (Eggers et al., 2013) 

3.7.3 Innovation capability  

IC is the second variable in the study.  According to the literature's concept of 

innovative capability, Akman & Yilmaz, (2008),devised Six questions for innovative 

capability unique to this study. These include main characteristics of innovative 

capability such as innovative organizational culture, internal process characteristics 

(sharing and coordinating knowledge quickly, encouraging employers about 

innovation), and understanding capability of external environment (adoption to 

changes in external environment, to reflect innovation suggestions from environment 
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to internal processes) and in their empirical study found the Cronbach’s alpha 

coefficients of the innovative capability is 0.86. The following Table 3.5 shows the 6 

items of IC. 

Table 3-5 
 The 6 items of IC. 
ID Statement Source 

IC1 

“While innovation activities at your firm are carried 
out;” 
“Our firm has an organizational culture and a 
management comprehension that support and 
encourage innovation.” 

 (Akman & Yilmaz, 2008) 

IC 2 
“At our firm, knowledge from different resources is 
used for product development activities efficiently 
and rapidly.” 

 (Akman & Yilmaz, 2008) 

IC 3 

“Our firm is able to reflect changes at market 
conditions (such as changes from customer wants, 
competitors’ products, etc.) to own products and 
processes as soon as possible.” 

 (Akman & Yilmaz, 2008) 

IC 4 
“Workers of our firm are supported and encouraged 
to participate in activities such as product 
development, innovation process improvement and to 
produce new ideas such topics.” 

 (Akman & Yilmaz, 2008) 

IC 5 
“New ideas that come from customers, suppliers, etc.  
are evaluated continuously and try to include into 
product development activities.” 

 (Akman & Yilmaz, 2008) 

IC 6 

“Our firms could be adapt to environmental changes 
easily and in the short time by making suitable 
improvements and innovations at its products and 
processes.” 

 (Akman & Yilmaz, 2008) 

3.7.4 Improvisation  

Improvisation is the third variable in the study. Vera & Crossan (2005)  established a 

seven-item scale to assess the independent variable, improvisation, which 

encompasses both creative and spontaneous aspects. Tierney et al.  (1999) adapted 

four items and the other three created for this study by (Unger & Kernan, 1983). 
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Vera & Crossan, (2005) averaged the seven items (alpha = 0.91). The following 

Table 3.6 presented the 7 items of improvisation. 

Table 3-6 

 The 7 items of improvisation. 
ID Statement Source 

I1 “We deal with unanticipated events on the 
spot.” (Tierney et al., 1999) 

I 2 “We think on their feet when carrying out 
actions.” (Tierney et al., 1999) 

I 3 “We respond in the moment to unexpected 
problems.” (Tierney et al., 1999) 

I 4 “We try new approaches to problems.” (Tierney et al., 1999) 

I 5 “We identify opportunities for new work 
processes.” (Unger & Kernan, 1983) 

I 6 “We take risks in terms of producing new 
ideas in doing its job.” (Unger & Kernan, 1983) 

I7 “We demonstrate originality in its work.” (Unger & Kernan, 1983) 

3.7.5 Organizational climate 

The study's moderator is OC, which is defined as "a shared or summarized 

perception that people attach to particular elements of the work 

environment"(Schneider & Reichers, 1983). The measurement approved from the 

effort of Burton et al. (2004). In their empirical study, Ngo et al. (2009) discovered a 

construct dependability of 0.82. The seven items of OC are illustrated in Table 3.7.  

Table 3-7 
 The seven items of OC 

ID Statement Source 
OC1 “Our employees can always rely on each other.” (Burton et al., 2004) 
OC 2 “Our employees have a high working morale.” (Burton et al., 2004) 

OC 3 “Our employees find that rewards for their efforts are 
given in an equitable fashion.” (Burton et al., 2004) 

OC 4 “Our employees consider leadership to be credible.” (Burton et al., 2004) 

OC 5 “There are large disagreements among employees while 
we make decisions.” (Burton et al., 2004) 

OC 6 “It is good sense that employees take responsibility when 
something goes wrong.” (Burton et al., 2004) 

OC 7 “It is often difficult to carry out organizational changes.”  (Burton et al., 2004) 
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This study's questionnaire is divided into six parts. Part A consists of five 

demographic or personal questions. Six questions about company performance are 

included in Section B. Section C has fourteen EO-related questions. There are IC-

related sex questions in section D. In section E, there are seven questions about SI, 

and in section F, there are seven questions on OC as the study's moderator. 

Furthermore, the questionnaire was made in two different languages English and 

Arabic . 

3.8 Questionnaire Design 

The questionnaire was divided into six sections. As shown in Table 3.8, section A 

represents responder data, section B indicates SME performance, section C 

represents EO, section D represents IC, section E represents SI, and section F 

represents OC. 

Table 3-8  
Questionnaire design. 
Section Variable Items Scale Source 

A Demographics 5   
B SME performance 6 5-Points Likert Scale Keskin, (2006) 
C Entrepreneurial 

Orientation 14 5-Points Likert Scale Eggers et al., (2013). 

D Innovation Capability 6 5-Points Likert Scale  Akman & Yilmaz, 
(2008) 

E Strategic Improvisation 7 5-Points Likert Scale Vera & Crossan, 
(2005) 

F Organizational Climate 7 5-Points Likert Scale Burton et al., (2004). 

3.9 Data Collection Procedures 

Data might be collected through an interview, a questionnaire, or observation. “A 

questionnaire is a written collection of questions to which respondents record their 
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replies, usually within very strictly defined alternatives,” according to Sekaran & 

Bougie (2003). However, there are three types of questionnaires: those that are 

handed out in person, those that are mailed, and those that are delivered online.  

Data collection in this study will be mostly online due to the pandemic situation and 

being abroad of the country through email and WhatsApp to the owner/ manager of 

the firm. However, the researcher distributed the questionnaire by assigning 

enumerators. The distribution of the questionnaire was randomly distributed to  the 

food and beverage SME firms i.e., fish, beef, chicken, egg, juice, soda, mineral 

water, tomato, vegetables, fruits, dates, coffee, wheat and pastas, bread, 

sweets/candy, confectionery, sugar, oils, olive oil, vinegar, cheese, yoghurt and milk 

et cetera. 

3.10 Technique of Data Analysis 

Multiple association effects, such as direct and indirect effects, can be recognized 

using Structural Equation Modeling-Partial Least Squares (SEM-PLS) or route 

analysis with moderation utilizing the bootstrapping method. Thus, the researcher 

employed SEM- PLS in this investigation for the following reasons: At first, it is th e 

most widely recognized and applied technique in social sciences and management 

research, as recommended by many researchers (Joe F. Hair et al., 2011b) , and it has 

been enhanced to be used as a research tool in strategic management and other social 

science areas (Joe F. Hair et al., 2014; Reinartz et al., 2009). Second, it has received 

widespread recognition in academic study (Joseph F. Hair et al., 2017). Third, it is 
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the most important for testing several theories (Joe F. Hair et al., 2011b) Finally, 

compared to AMOS and LISERAL approaches, which are difficult to assess models 

with few items, SEM- PLS can even evaluate models with less than two-item scales 

(Joseph F. Hair et al., 2017).  

The measurement model begins by assessing the dependability of each item in the 

model assessment. For separate item reliability, the researcher examined the loading 

of all items, as well as their cross-loadings, to see whether there were any flaws that 

would prevent the measurement model from working. Furthermore, while measuring 

a model, the measurement must confirm that the model is reliable and valid. 

Furthermore, Vinzi et al. (2010) established a rule of thumb for drawing outer 

loadings, stating that they must be 0.5 or greater, and that the average variance 

extracted (AVE) must be greater than 0.5. As a result, the following statement for all 

items with outer loadings smaller than 0.5 was removed (Joseph F. Hair et al., 2017).  

Internal consistency reliability refers to “ the extent to which all items on a particular 

subscale are measuring the same concept” (McCrae et al., 2011). The Cronbach's 

Alpha values of each variable in the current study were calculated to determine 

internal consistency. Aside from that, AVE was used to assess discriminant validity  

(Fornell & Larcker, 1981a). Discriminant validity was also achieved by evaluating 

the correlation between the latent constructs and the square root of the AVE (Fornell 

& Larcker, 1981a). According to Fornell, C., & Larcker (2016) To demonstrate 

discriminant validity, the square root of AVE values should be bigger than latent 

variables. Sarstedt et al. (2020) proposed that the structural model may indicate the 
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direct relationship between EO, IC, Improvisation, and SME performance, and the 

moderating role of OC in the relationship, with their t-values being route 

coefficients. 

3.11 Reliability and Validity 

The objective of validity and reliability is to ensure that items accurately measure the 

construct and that the measurements are consistent internally. “Validity evaluates 

how well an instrument that is constructed measures the particular notion it is 

supposed to measure,” according to Sekaran & Bougie (2003) The term "validity" 

relates to how well an instrument accurately measures a variable. As a result, the 

goal of validity is to determine the accuracy of the variable instrument. 

There are two methods for determining the validity or goodness of a measure: f ace 

validity and content validity. According to Zikmund et al. (2010), content validity 

refers to the degree to which all items are appropriate for the measurement 

instrument's aim. To put it another way, content validity relates to the amount to 

which the items are appropriate for measuring the construct. However, Sekaran & 

Bougie (2003), "facial validity suggests that the items intended to assess a concept 

appear to measure the concept on the surface." 

The reliability, on the other hand, refers to the amount to which it is bias-free (error-

free) and so it provides consistent measurement across time and across the numerous 

components in the instrument (Sekaran & Bougie, 2003). Nevertheless, inter-item 

consistency reliability is a common way of measured consistency and a common 
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way to test the internal consistency of items is the Cronbach alpha coefficien t 

(Onwuegbuzie & Daniel, 2003). Cronbach's Alpha coefficient can be regarded as 

excellent where it is greater than 0.90, good at approximately 0.8, acceptable at 

approximately 0.7, and questionable at approximately 0.6, but not to be accepted 

when it is less than 0.6 (Zikmund et al., 2010). This study hence uses the Cronbach -

alpha coefficient to test the internal coherence of the measurements. 

3.12 CHAPTER SUMMARY 

The method used to examine the framework of the study has been presented  in  the 

study. Hypotheses, research philosophy, research design, operational definition and 

measurement, data collection and process, sampling, and data analysis procedures 

are all covered in the research. The developed theoretical framework includes 

independent variables, moderator, and dependent variables. EO, IC, and 

Improvisation are the independent variables, SMEs' performance is the dependent 

variable, and OC is the moderator. Six hypotheses have been developed to 

investigate the relationship between EO, IC, Improvisation and OC and firm 

performance. The questionnaires for the research are distributed to respondents who 

are the owners/managers of SMEs. On a 5-point Likert scale, respondents are asked 

whether they agree or disagree with the statements in the survey. Finally, (SEM-

PLS) is used in the study to analyze the hypotheses and construct relationships. 
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CHAPTER FOUR : 

RESULTS 

4.1 Introduction  

 This chapter presents discussion of process of data collection, data screening, 

descriptive statistics analysis, assessment of the measurement model (individual item 

reliability, internal consistency, convergent validity, discriminant validity), and 

structural model (coefficient of determination R2, assessment of effect size F2, 

assessment of predictive relevance Q2). Hypotheses were tested and results were 

summarized for both direct relationships between the EO, IC, Improvisation and 

SMEs, and the moderating relationship of OC in the latter constructs. This chapter 

presents the current study's research findings based on data obtained from owners 

and managers of SMEs working in the food industry, including data presentation, 

analysis, interpretation, and discussion of the analysis results. 

4.2 Data collection process and survey responses  

The unit of analysis in this study was SMEs in the food sector in Algeria. The 

questionnaires were personally sent to 480 SMEs over the course of 40 days, f rom 

September 15 to October 25, 2021. The owner/managers responded to 

questionnaires. According to Sekaran and Bougie (2019), direct phone calls were 

made to remind respondents who had delayed responding in order to enhance the 

response rate. A total number of 480 questionnaires were distributed to SMEs, 

however, 200 (41.7%) questionnaires were received from SMEs operating in the 
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food and beverage industry like milk, yoghurt, water, juice, meat, chicken, fish, 

bread, patisserie (cake), cheese, dates, honey, wheat and coffee industry. The total 

retained questionnaires were 160 out of 200 because 40 questionnaires were rejected 

due to not fully answered. Thus, 160 (33.3%) copies of questionnaires were retained 

for further analysis as indicated in table 4.1. 

Table 4-1  
Sample study response rate 

Item Frequency Percentage (%) 
Distributed Questionnaires 480 100 
Returned Questionnaires 200 41.7 
Rejected Questionnaires 40 8.3 
Retained Questionnaires 160 33.3 

4.3 Data screening and preliminary analysis  

The purpose of data screening and cleaning according to Hair et al. (2006), the data 

should be analysed using a non-parametric test. As a result, non-parametric test and 

multivariate analysis assumptions must be properly followed. In this research, the 

data cleaning process includes treating missing values and guaranteeing data 

normalization, and non-parametric test were applied since the national canter trade 

register (NCTR) is not published the list of firms to public. 

4.3.1 Missing data analysis  

The missing data was investigated because if it was not handled appropriately, it 

could have an impact on the research's findings and decision (Cooper et al., 2017). In 

the situation of missing data, Acuña and Rodriguez (2004) claimed that missing 

values become an issue when the percentage of missing values is larger than 5%, 
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while missing data can be ignored if the observed values are less than 5%. The 

researcher found from observation seven missing data which represents 1.09% (7 out 

of 6,400 data points). According to the proposition of Acuña and Rodriguez (2004), 

this percentage is not harmful for further analysis as shown in Table 4.2.  

Table 4-2 

 Replacement of Missing Value 

 
Result Variable 

N of 
Replaced 
Missing 
Values 

 Non-Missing Values 

Valid 
Cases 

Creating 
Function First Last 

1 EO5_1 2 1 200 200 SMEAN(EO5) 
2 EO10_1 1 1 200 200 SMEAN(EO10) 
3 IC6_1 1 1 200 200 SMEAN(IC6) 
4 Improvisation 2_1 2 1 200 200 SMEAN(SI2) 
5 OC7_1 1 1 200 200 SMEAN(OC7) 

4.3.2 Assessment of outliers  

The multivariate outliers were determined using the Mahalanobis D2 assessment in  

this study. The Mahalanobis distance was used to identify outliers, using a cut-off 

point of chi-square 13.327 (p0.01). According to Tabachnick and Fidell (2007), the 

Mahalanobis distance (D2) was the distance between an individual case and the 

centroid of other cases. The centroid is the point where the mean of the entire 

variable intersects. The chi-square value would be 13.327 (p 0.01) because the 

number of predictors in this study was four, which was equal to the degree of 

freedom according to the Chi-square table (Tabachnick et al., 2007). As a result,  40 

cases were detected and eliminated in this case. After excluding the cases, the total 

number of cases available for study is 160 and used for further analysis.  
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4.3.3 Multicollinearity test  

According to Hair et al. (2006), when the independent variable is high and 

significantly correlated with another independent variable, the test of 

multicollinearity is performed . It is suggested that when the correlation value 

exceeds 0.90, the presence of multicollinearity can be recognised. The variance 

influence factor (VIF) is utilised in this study to determine whether or not variables 

are multicollinear (Hair et al., 2010). The same authors claim that, the VIF indicator 

is the degree of variability explained by other independent variables in the specified 

independent variable, whereas the tolerance is the inverse of the VIF indicator. Thus, 

the tolerance refers to the variability in a variable that is not explained by other 

independent variables. Hair et al. (2010) indicated that if the VIF is greater than 10 

and the tolerance value is greater than 0.10, there is a risk of multicollinearity  (VIF 

and tolerance values cut-off points are 10 and 0.10). Table 4.4 shows the Tolerance 

and VIF values for the study's independent variables. Multicollinearity does not exist 

across variables because the VIF values are less than 10 and the Tolerance values are 

more than 0.1, indicating that multicollinearity is not an issue. As a result, the 

independent variables in the regression analysis will not exaggerate the anticipated 

variation in the dependent variable. 

Table 4-3 
Multicollinearity test (VIF and Tolerance) 

Model Tolerance VIF 
Entrepreneurial orientation 0.476 2.101 
Innovation capability 0.606 1.649 
Improvisation 0.377 2.653 
Organizational Climate 0.865 1.157 
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4.3.4 Non-response bias  

The t-test technique was used to measure non-response bias, with the early 

respondents' responses contrasted with the late ones. In particular, the data for this 

study was gathered over the course of 40 days, from September 15 to  October 25, 

2021. This technique follows Armstrong and Overton (1977), who said that if the 

disparities in responses between late and early respondents were large, non-response 

bias might emerge, invalidating the findings. As a result, the t-test was used to 

compare the differences among the first 104 early and late 56 surveys, as they only 

finished the survey after being reminded repeatedly. The following table illustrates 

the t-test result where no significant differences between the two groups ( early and 

late respondents) for each variable (EO, IC, Improvisation, OC, and SME). 

Therefore, it is reasonable to infer that the respondents in these two groups were free 

of data bias. 

Table 4-4  

Independent sample t-test results for non-response bias. 

Constructs Early/Late 
responses N Mean  Std. 

Deviation  

Levene’s test for 
equality of variance 

f sig 

SME Performance Early  104 1.6106 .67933 1.135 .100 
Late  56 1.2768 .43725   

Entrepreneurial 
orientation 

Early  104 3.0596 .44734 .009 .926 
Late  56 3.0020 .41979   

Innovation 
capability  

Early  104 3.1215 .36009 1.368 .244 
Late 56 3.0863 .39182   

Improvisation  Early  104 3.2479 .46106 .307 .580 
Late  56 2.9974 .43544   

Organisational 
climate  

Early  104 3.4080 .44039 .633 .428 
Late  56 3.3622 .47573   
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As shown in the table above, the difference in mean scores between early and late 

responses is relatively minor. It is safe to say that the two groups shared similar 

traits, therefore, non-response bias was not a problem. 

4.4 Demographic profile of respondents 

As shown in the bar graphs (see Appendix 2), and the following table give 

background information about the respondents who participated in this research. 

Gender, age, marital status, education levels, work experience, and position were 

among the questions posed to the small business owners/managers who participated 

in the survey, number of employees and the sales turnover as indicated in Table 4.6. 

Table 4-5  
Respondents’ demographic information 
Variables Items Frequency Percent (%) 

Gender Male 142 88.8 
Female 18 11.3 

Age 

Less than 20yrs 0 0 
21-30yrs 18 11.3 
31-40yrs 56 35 
41-50yrs 41 25.6 
51-60yrs 35 21.9 
More than 60yrs 10 6.3 

Marital Status Single 37 23.1 
Married 123 76.9 

Education level 

High School 10 6.3 
Diploma 20 12.5 
Bachelor’s Degree 44 27.5 
Master’s Degree 69 43.1 
PhD 17 10.6 

Working Experience 

Less than 1yrs 6 3.8 
1-2yrs 8 5 
3-5yrs 54 33.8 
6-10yrs 46 28.7 
More than 10yrs 46 28.7 

Position/Job Title Owner 107 66.9 
Manager 53 33.1 

The number of 
employees 

1 to 9 employees 60 37.5 
10 to 49 employees 60 37.5 
50 to 250 employees 40 25 
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> 250 employees 0 0 

The sales turnover 

≤ 40million DA 62 38.8 
≤ 400 million DA 58 36.3 
400m to 4billion DA 40 25 
> 4 billion DA 0 0 

 

As above table 4.6 shows that the majority of the respondents are male represented 

88.8%, only 11.3% are female, 76.9% of them are married, and 36% of them are 

between 31 and 40 years old. The greater number of respondents have more than 10 

years of experience. Slightly more than half of the respondents have a high school 

education level followed by almost 25 % of them had a bachelor’s degree, and 

almost 70 % of respondents were managers. 

The sample showed a masculinity society, in other words, male-dominated the sector 

for cultural and traditional reasons. It can be noted from Table 4.5 that SMEs 

decision-makers focused more on experienced people who have more than 10 years’ 

experience (41%) than others in the same category, and more on people who have 

high school level (53.8%) than others in the same category. 

4.5 Descriptive statistics analysis 

To obtain the data summary, the researcher made use of descriptive statistics to 

provide a general overview of the study’s constructs, namely: entrepreneurial 

orientation, innovation capabilities, improvisation, organisational climate  and SME 

performance. Therefore, the mean and the standard deviation of the constructs were 

calculated as shown in Table 4.7. It was found that based on respondents’ opinions - 

all the variables have the mean above the average range of three  except SMEs 
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performance. The mean of SME performance is 1.494 with a standard deviation of  

0.624. For entrepreneurial orientation, the mean is 3.039 with a standard deviation of 

0.437. Innovation capabilities obtained a mean of 3.109 and a standard deviation of 

0.370. Furthermore, 3.392 is the mean of organisational climate, with a standard 

deviation of 0.452, and for improvisation, the mean is 3.160 with a standard 

deviation of 0.467. In other words, the average score of all the variables is above 

average level which indicates that respondents have positive perceptions toward all 

the study constructs, as illustrated in the following Table 4.7. 

Table 4-6  
Descriptive statistics of the constructs (n = 160) 

Constructs N Min Max Mean Std. 
Deviation 

SME Performance 160 1 5 1.4938 .62489 
Entrepreneurial orientation  160 1 5 3.0394 .43743 
Innovation capability  160 1 5 3.1092 .37066 
Improvisation  160 1 5 3.1603 .46654 
Organizational Climate 160 1 5 3.3920 .45211 

4.6 Assessment of PLS-SEM path model results 

PLS-SEM data were evaluated and reported in this section of the study using a two -

step procedure. The two-steps approaches suggested by Henseler et al. (2009) were 

(1) assessment of the measurement model and (2) assessment of the structural model, 

as exposed in the following Figure. Content validity, convergent validity, and 

discriminant validity made up construct validity (Sekaran & Bougie, 2019).  
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Figure 4-1  
PLS path modeling assessment            
Source: (Henseler et al., 2009). 

4.6.1 Assessment of measurement model “outer model” 

Testing the outer model is the initial stage in validating the study's hypotheses.  

Partial least squares structural equation modelling was used to test the measurement 

model (PLS-SEM). To obtain construct validity, two forms of validity must be 

performed. First, there's construct validity, which includes factor loading (item 

reliability), composite reliability (CR), Cronbach's alpha, and extracted average 

variance (AVE). Second, the proposed method of Fornell and Larcker (1981) uses 

discriminant validity. The model's structural dimensions are shown in the diagram 

below. 
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Figure 4-2 

The research model (Measurement Model-Algorithm) 
Note: EO: entrepreneurial orientation, IC:  Innovation capability, SI: Strategic 
improvisation, OC: organizational climate. OC: organizational climate. SME: small and 
medium enterprise performance. 

4.6.2 Individual item reliability 

Hair et al., (2014) examined the outer loadings of each of the components' 

measurements to assess the model's individual item dependability. Due to low factor 

loading, all constructions' components from the current study were prese rved, with 

the exception of some items that are not meet requirement. The remaining elements 

of the outer loading values indicated up to the suggested threshold of 0.6 and above , 

with loadings ranging from .650 to .885, which is acceptable and decent (Hair et al. ,  

2014; Sekaran & Bougie, 2019). Table 4.7 illustrates that 40 items were used to 

represent the study's constructs. 
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Table 4-7 
Convergent and reliability analysis 

Constructs Items Loadings Cronbach 
Alpha CR AVE 

Entrepreneurial  EO10 0.651 0.849 0.887 0.531 
Orientation EO12 0.639    
 EO13 0.620    
 EO6 0.797    
 EO7 0.780    
 EO8 0.814    
 EO9 0.770    
SMEs Performance FP1 0.955 0.951 0.964 0.843 
 FP2 0.734    
 FP3 0.969    
 FP4 0.945    
  FP5 0.966    
Innovation Capability IC1 0.934 0.955 0.965 0.848 
 IC2 0.932    
 IC3 0.897    
 IC4 0.889    
 IC5 0.949    
Organizational  OC3 0.907 0.860 0.905 0.707 
Climate OC5 0.884    
 OC6 0.869    
  OC7 0.685    
 SI1 0.800 0.818 0.880 0.649 
Improvisation SI2 0.889    
 SI3 0.713    
 SI4 0.810    

 

Secondly, Cronbach's alpha may underestimate or exaggerate the scale's reliability .  

The composite reliability accounts for varying loadings of indicators and can be 

evaluated in the same way as Cronbach's alpha (for example, no matter which 

specific reliability coefficient is used, an internal consistency reliability value above 

0.70 is observed as satisfactory for an adequate model, while a value below 0.60 

indicates a lack of reliability). However, the interpretation of internal consistency 

reliability using composite reliability coefficient was founded on the rule of thumb 

proposed  by Joe F. Hair et al. (2011a), who recommend that the composite 

reliability coefficient be at least 0.70 or above. As indicated in Table 4.8, the 
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composite reliability coefficient for each latent construct ranged between 0.880 and 

0.965, exceeding the minimum acceptable level of 0.70 for each.  

4.6.3 Convergent Validity 

Convergent validity, as defined by Hair et al. (2006), refers to the extent to which 

items really represent the desired concept and correlate with other measures of the 

same underlying construct. Convergent validity was determined by looking at the 

Average Variance Extracted (AVE) of each latent construct, as proposed by Fornell 

and Larcker (1981) . Chin (1998),advises that the AVE of each latent component 

be.50 or higher in order to obtain satisfactory convergent validity.  Following Chin 

(1998),the AVE values (AVE ranged between 0.531 – 0.848) displayed high 

loadings (> .50) on their respective constructs, indicating adequate convergent 

validity. 

4.6.4 Discriminant Validity 

Discriminant validity relates to the degree to which one construct is distinct from 

another (Duarte & Raposo, 2010). The discriminant validity of the present 

investigation was determined using AVE, as  recommended by Fornell and Larcker 

(1981). This was accomplished by comparing the correlations between the constructs 

to the extracted square roots of the average variance(Fornell & Larcker, 1981a). 

Additionally, discriminant validity was determined in accordance with Chin 

(1998)criterion by comparing indicator loadings to those of other reflective 

indicators in the cross loadings table. To begin, Fornell and Larcker (1981) 
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recommend using AVE with a score of.50 or greater for testing discriminant validity. 

Furthermore, Fornell and Larcker (1981) advise that the square root of the AVE 

should be larger than the correlations between latent components to provide 

appropriate discriminant validity. 

As seen in Table 4.8, the AVE values range between.531 and.848, indicating that 

they are acceptable. Correlations between constructs were compared  to the square 

root of the average variances recovered in Table 4.8. (values in bold face). 

Additionally, Table 4.9 indicates that the square root of the extracted average 

variances was greater than the correlations between latent components and the 

Heterotrait-Monotrait Ratio (HTMT), implying appropriate discriminant 

validity(Fornell & Larcker, 1981a). 

Table 4-8  

Discriminant Validity (Fornell-Larcker Criterion) 
Constructs EO IC OC FP SI 
Entrepreneurial 
Orientation 0.729     
Innovation Capability 0.567 0.921    
Organizational Climate 0.387 0.393 0.841   
SMEs Performance 0.59 0.671 0.495 0.918  
Improvisation 0.431 0.495 0.324 0.575 0.805 

 
The HTMT value is likely to be below one, although Henseler et al. (2015) adopted 

the use of .85 and that of .90 as the basic suggested threshold. The HTMT values of  

the current study as offered in Table 4.10 are all below 0.90, representing that the 

discriminant validity is not a problem. 
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Table 4-9 
Heterotrait-Monotrait Ratio (HTMT Criterion) 
Constructs EO IC OC FP SI 
Entrepreneurial Orientation      
Innovation Capability 0.628     
Organizational Climate 0.454 0.423    
SMEs Performance 0.657 0.698 0.526   
Improvisation 0.499 0.552 0.376 0.635   

 
Likewise, as previously stated, discriminant validity can be determined by 

comparing indicator loadings to cross-loadings (Chin, 1998). Chin (1998),argues that 

to attain appropriate discriminant validity, all indicator loadings should be greater 

than the cross-loadings. The indicator loadings are compared to those of other 

reflecting indicators in Table 4.11. The loadings of all indicators were bigger than 

the cross loadings, implying sufficient discriminant validity for further investigation. 

Table 4-10  
Cross Loading and Factor Loadings 
Constructs   EO IC OC FP SI 
Entrepre. Orientation EO10 0.651 0.244 0.203 0.457 0.302 
 EO12 0.639 0.25 0.202 0.427 0.307 
 EO13 0.62 0.267 0.165 0.383 0.252 
 EO6 0.797 0.572 0.351 0.471 0.315 
 EO7 0.78 0.494 0.313 0.403 0.307 
 EO8 0.814 0.536 0.368 0.431 0.365 
 EO9 0.77 0.503 0.355 0.414 0.336 
SMEs Performance FP1 0.565 0.654 0.495 0.955 0.604 
 FP2 0.472 0.441 0.3 0.734 0.326 
 FP3 0.58 0.664 0.479 0.969 0.563 
 FP4 0.533 0.631 0.482 0.945 0.543 
  FP5 0.558 0.657 0.486 0.966 0.557 
Innovation Capability IC1 0.495 0.934 0.355 0.641 0.448 
 IC2 0.495 0.932 0.401 0.619 0.459 
 IC3 0.572 0.897 0.375 0.607 0.478 
 IC4 0.499 0.889 0.272 0.573 0.413 
 IC5 0.549 0.949 0.4 0.645 0.481 
Organizational Climate OC3 0.338 0.401 0.907 0.535 0.319 
 OC5 0.347 0.31 0.884 0.405 0.274 
 OC6 0.324 0.341 0.869 0.38 0.262 
  OC7 0.298 0.24 0.685 0.294 0.219 
Improvisation SI1 0.427 0.451 0.338 0.525 0.8 
 SI2 0.391 0.435 0.243 0.497 0.889 
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 SI3 0.152 0.289 0.211 0.366 0.713 
 SI4 0.37 0.395 0.238 0.44 0.81 

4.6.5 Assessment of Significance of the Structural Model 

The current study evaluated the structural model and also used the conventional 

bootstrapping approach with a total of 5000 bootstrap samples and 160 instances to  

determine the path coefficients' relevance (J. F. J. Hair et al., 2014). The t-values in  

this study were computed via repetitive bootstrapping with 5000 resampling steps. 

The reason for using 5000 samples is to verify that each model parameter has an 

empirical sampling distribution, with the standard deviation of the distribution 

serving as a proxy for the parameter's empirical standard error (Joe F. Hair et al., 

2012). The association between OC, EO, IC, Improvisation, and SMEs performance 

in Algiers' food and beverage industry is depicted in Figure 4.3 and Table 4.12. 
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Figure 4-3 
 Structural Model (without moderator) 

Table 4-11 
Assessment Structural Model. 
Hypotheses 
 Coef. se T-value P-value Decision BCI-LL 

2.50% 
BCI-UL 
97.50% 

EO -> 
SMEs 
Performance 

0.207 0.083 2.492 0.013 Supported 0.166 0.573 

IC -> SMEs 
Performance 0.354 0.100 3.545 0.000 Supported 0.098 0.394 

OC -> 
SMEs 
Performance 

0.196 0.069 2.823 0.005 Supported 0.069 0.349 

SI -> SMEs 
Performance 0.247 0.079 3.134 0.002 Supported 0.059 0.376 

Note: BCI = Confidence Interval Bias Corrected; UL= upper limit; LL= lower limit  

Table 4.12 summarizes the statistical analysis that explains and validates the 

hypothesis H1, namely that there is a substantial (1% positive) association between 

entrepreneurial orientation and SMEs performance in Algiers' food and beverage 
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industry. As a result, (beta =.207; T-value = 2.492***; P=.000) demonstrates that the 

H1 hypothesis is supported. This study on the considerable relationship between 

entrepreneurial orientation and SME performance in Algiers' food and beverage 

industry closely parallels prior research findings. As a result, the entrepreneurial 

orientation shown in the study reflects the researcher's personal perception of the 

performance of SMEs in Algeria. 

Similarly, the statistical analysis result for the second hypothesis (H2) demonstrates 

that there is a substantial positive association between innovation capability and 

SMEs success in Algiers' food and beverage business. In summary, (Beta =.354; T-

value = 3.545***; P =.000) shows that innovation capability has an effect on the 

performance of SMEs in the food and beverage industry in Algiers. As a result,  it is 

correct to assert that H2 is supported positively. The findings suggest a significant 

positive association between innovation capability and the success of small and 

medium-sized enterprises (SMEs) in Algiers' food and beverage industry. This 

research appears to imply that having innovation potential in the food and beverage 

industry will improve Algeria's performance. 

 Likewise, the statistical analysis on the third Hypothesis (H3) stated that there is a 

positive significant (1%) relationship between strategic improvisation and SMEs 

performance in Algiers' food and beverage industry. Thus, Hypothesis H3 is proven 

to have a significant relationship strategic improvisation and SMEs performance (β = 

.247; T-value = 3.134; P=.002). Hence, Hypothesis H3 is supported.  
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According to the study's fourth hypothesis (4), the statistical analysis of  the secon d 

hypothesis (H4) demonstrates that there is a positive significant link between 

organizational environment and SME performance in Algiers' food and beverage 

industry. In essence, it indicates that organizational environment has an effect on the 

performance of small and medium-sized enterprises (SMEs) in Algiers' food and 

beverage industry, as indicated by (Beta =.196; T-value = 2.823***; P=.005). As a 

result, it is correct to assert that H4 is supported affirmatively. The findings suggest a 

significant positive association between organizational climate and performance of 

small and medium-sized enterprises in Algiers' food and beverage industry. 

4.6.6 Coefficient Determination (R2) 

The R2 score indicates how much variance in the dependent construct can be 

explained by one or more predictor factors (Hair Jr et al., 2010). Although the 

appropriate amount of R2 varies according to the setting of the research (Hair Jr et 

al., 2010). Falk and  Miller (1992), advocated an R-squared value of 0.10 as a 

minimum acceptable threshold. Meanwhile, Chin (1998), proposed that R2 values of 

0.67, 0.33, and 0.19 in PLS-SEM are "significant, moderate, and weak, 

respectively." Meanwhile,  Hair et al. (2014) claimed that an R2 value of 0.75 should 

be considered substantial, 0.50 should be considered moderate, and 0.25 should be 

considered weak; and this stance was verified by (Joe Hair et al., 2011a; Henseler et 

al., 2009). This is consistent with the coefficient of determination (R2) for the 

endogenous construct in the direct connection model as given in Table 4.13: 
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Table 4.12  
Coefficient of Determination (R2) 
Construct R-Square Value (R2) 
SMEs performance  .599 

As shown in Table 4.16, the research model accounts for 60% of the overall variance 

in SMEs' performance in Algiers' food and beverage industry (R2 = 0.599). This 

means that the four sets of exogenous latent variables (EO, IC, SI, and OC) together 

explain 60% of the variance in SMEs' performance in the food and beverage 

business in Algiers. In terms of their direct link, the external constructs are said to 

have contributed 60% of the endogenous construct. 

4.6.7 Assessment of Effective Size (f2) 

This refers to the criteria used to assess how the predictor construct influenced 

endogenous variables (Hair Jr et al., 2017). According to Chin (1998), the effect size 

(f2) denotes a relative influence relating to a specific exogenous construct with 

respect to the endogenous construct or constructs via variations or modifications 

linked with coefficient determination. According to Cohen (1988), an effect size of  

0.35 indicates a strong influence, 0.15 indicates a moderate effect, and 0.02 indicates 

a weak effect. The slightest value of f2 should, nevertheless, be taken into account 

because it can alter the endogenous construct. The effect size (f2) of the exogenous 

construct was calculated using the formula below. 
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Effect size: f2 =  = R2 Included - R2 Excluded 

    1 - R2 Included 

Whereas: 

f2 = effect size; R2incl = R square inclusive; R2excl = R square exclusive; and 1 = is 

constant. Based on Table 4.14 below, the effect sizes (f2) of EO, IC, SI, and OC are 

found to be 0.067, 0.182, 0.108 and 0.076 indicating small, medium, small and small 

respectively. 

Table 4-13  
Assessment of Effect Size (f2) 
Constructs F-Squared F2 
EO -> SMEs performance 0.067 Small 
IC -> SMEs performance 0.182 Medium 
SI -> SMEs performance 0.108 Small 
OC -> SMEs performance 0.076 Small 

4.6.8 Predictive Relevance (Q2) 

Another important feature of structural models is model Q2 capacity (Vinzi et al., 

2010). In this study, blindfolding was used to denote the sample reuse technique that 

resulted in the exclusion of a component of the data matrix, followed by the use of 

model estimate to predict the part that had been removed (Hair Jr et al., 2017). 

Blindfolding, they both agreed, indicated how strong the model sample is. This is 

referred to as its predictive ability. The major metric of predictive relevance was the 

focus of Stone (1974) and Geisser (1974). As a result, Q2 will be calculated using 

the cross verified redundancy metric to estimate the model's ability to foresee cases 

in the absence of data (Chin, 1998). According to  Hair et al. (2014), Q2 above zero 
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has predictive relevance; in other words, the greater the Q2, the better the predictive 

relevance. For the performance of SMEs, a cross-validated redundancy has been 

built. 

Table 4-14 

Construct Cross-Validated Redundancy (Predictive Relevance Q2) 
Construct Q2 

SMEs performance  0.347 

As a result of the predictive relevance acceptance of Islamic microfinance discussed 

previously, the predictive quality Q2 of SMEs performance has a value of 0.491, 

indicating a greater predictive significance than the baseline criteria of Cohen 

(1988).  As a result, because the resulting Q2 values are greater than zero, the model 

provides predictive validity for the endogenous dimensions of SMEs performance.  

4.7 Testing of Moderation Analysis  

A moderating construct alters the direction, or strength, of the interaction among the 

constructs in the structural model, according to the theory. Investigators create terms 

of interaction to reflect the joint influence of the exogenous variable and moderator 

construct on the endogenous construct in order to model the moderating effect. 

Furthermore, when the effect of an exogenous construct on an endogenous construct 

is dependent on the values of another construct, the connection is affected (i.e., 

moderated). As a result of this research, it was discovered that there was a link 

between OC, EO, IC, Improvisation, and the performance of SMEs in Algiers'  f ood 

and beverage business. Figure 4.4 and Table 4.15 show the influence of moderation 
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(organisational climate) on the relation between exogenous dimensions and SMEs 

performance:  

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 

 

Figure 4-4  

PLS-SEM Interaction Effect (Bootstrapping) 

Table 4-15  
 Result of the Moderating effect of Organizational Climate 

Indirect 
Hypotheses coef. se t-value P 

Values Decision 
BCI-
LL 

5.00% 

BCI-
UL 

95.00% 
EO*OC -> 

SMEs 
Performance 

0.237 0.103 2.304 0.041 Moderated 0.184 0.130 

IC*OC -> 
SMEs 

Performance 
-0.072 0.110 0.659 0.255 Not 

Moderated -0.242 0.087 

SI*OC -> 
SMEs 

Performance 
-0.007 0.099 0.073 0.471 Not 

Moderated -0.176 0.141 

Note: BCI = Confidence Interval Bias Corrected; UL= upper limit; LL= lower limit  
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The hypothesis testing revealed that organizational climate has a significant 

moderating effect on the link between entrepreneurial orientation and SMEs 

performance in Algiers' food and beverage industry, as shown in Figure 4.4 and 

Table 4.15. In the meantime, the moderating influence of organizational climate has 

no impact on innovation capability or strategic improvisation. That is, the association 

between innovative capability and strategic improvisation toward SMEs performance 

in Algiers' food and beverage industry was not moderated by the organizational 

climate. 

Specifically, Figure 4.4 demonstrates that the interaction term of entrepreneurial 

orientation and organizational climate (EO * OC) to the SMEs performance in 

Algiers' food and beverage industry is strong and significant statistically  (β=0.237, 

t=2.304**, p=.041). Hence,  the researcher comes to the conclusion that H5 is 

supported. However, as shown in Table 4.15, alternative assumptions about the 

organizational climate's moderating influence were not statistically validated.  The 

finding (=-0.072, t=0.659, p=.255) supports hypothesis H6, which states that 

organizational climate moderates the association between innovation capability  and 

SMEs performance. This demonstrates that in the food and beverage industry of 

Algiers, the association between innovation capability and SMEs performance is not 

moderated by organizational climate. As a result, the hypothesis H6 is rejected. 

Based on the Hypothesis H7, it was stated that organizational climate moderate the 

relationship between strategic improvisation and SMEs performance indicates the 

result (β=-0.007, t=0.073, p=.471). Thus, this shows that organizational climate does 
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not moderate the relationship between strategic improvisation and SMEs 

performance in Algiers' food and beverage industry. Therefore, the hypothesis H 7 is 

rejected. 

In accordance with the results of the path coefficient presented in Hypothesis H5, a 

graphical representation of the interaction effect (EO * OC -> SMEs perf ormance), 

the moderating effect of organizational climate on the relationship between 

entrepreneurial orientation and SMEs performance, was created using the techniques 

proposed by Suleiman Awwad and Kada Ali, (2012)   . Figure 4.5 depicts the 

graphical representation. 

 

Figure 4-5  
Moderation Graph of Interaction Effect of EO and OC on SMEs Performance 
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4.8 Summary of Findings 

All of the findings, including the preceding sections, have been discussed, and the 

results of all of the tested hypotheses in Table 4.16 have been summarized. 

Table 4-16  
Recapitulation of the study Findings 
Statement of Hypotheses                  

Hypotheses 
Decision 

Entrepreneurial orientation positively and significantly affect 
SMEs performance. 

       H1 Supported 

Innovation capability positively and significantly affect SMEs 
performance. 

       H2                                      Supported 

Strategic improvisation positively and significantly affect SMEs 
performance. 

       H3                                     Supported 

Organizational climate positively and significantly moderates the 
Entrepreneurial orientation on the SMEs performance. 

       H4                                               Supported 

Organizational climate positively and significantly moderate 
Perceived value on the SMEs performance. 

       H5                                         Not 
supported 

Organizational climate positively and significantly moderate 
Strategic improvisation on the SMEs performance. 

       H6                                      Not 
supported 

The statistical analysis of the quantitative data acquired via the use of questionnaires 

given to the owners and managers of the Algerian food and beverage industry makes 

up the summary of this chapter. The results of the response rate and non-response 

bias are presented in the preceding chapter. As a result, data screening is undertaken 

in this chapter, which includes an assessment of missing values, outliers, normality  

tests, and multicollinearity tests. The data acquired in the field is analyzed using the 

partial least square method. It used the PLS technique to calculate the meas urement 

model. As indicated in Table 4.16, the final hypotheses results were discovered using 

PLS bootstrapping. The summary of findings, debate, and policy implications are 

discussed in the preceding chapter five, as are limitations, future research directions, 

and the conclusion. 
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CHAPTER FIVE 

DISCUSSION, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter presents the discussion of findings on the result obtained from the 

previous chapter in addition to the practical and theoretical contribution. This 

includes discussion of findings, limitations and recommendations of the study. 

Finally, the suggestion for future researchers and conclusions of the study were 

presented. 

5.2 Discussion of the Study Findings 

This study was conducted majorly justified by the existing gaps in literatures 

regarding the relationship between entrepreneurial orientation, innovation capability, 

improvisation and performance of SMEs in Algeria food and beverages industry, 

with the moderating effect of organizational climate. The convergence in  l iterature 

concerning the entrepreneurial orientation, innovation capability, improvisation as 

well as gaps regarding the antecedents and consequences of the exogenous construct 

on SMEs performance of food and beverages industry. In light of the foregoing, the 

study questions and aims were highlighted in the first chapter of this thesis, as 

evidenced by the research objectives listed below: 

The goal of this research is to investigate the relationship between EO, IC, 

Improvisation, OC, and SME performance. The specific objectives are to (a) 

determine the relationship between entrepreneurial orientation and SME 
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performance; (b) determine the relationship between Innovation capability and SME 

performance; (c) investigate the relationship between improvisation and SME 

performance; (d) investigate whether organizational climate moderates the 

relationship between entrepreneurial orientation and SME performance; and (e) 

investigate whether organizational climate moderates the relationship between 

Innovator capability and SME performance; and (f) to examine organizational 

climate moderates the relationship between Improvisation and SME performance. 

This research investigated each of the relationships mentioned below: 

5.2.1 Discussion on Entrepreneurial Orientation and SMEs Performance 

This study predicted a positive and statistically significant association between 

entrepreneurial orientation and SMEs performance in the Algerian food and 

beverage industry. This suggests that the higher the entrepreneurial orientation of 

SMEs, the better the organizational performance. Thus, the first hypothesis, that 

there is a positive and significant association between entrepreneurial orientation and 

SMEs performance, was confirmed (=.207; T-value = 2.492***; P.001). This study 

on the considerable link between entrepreneurial orientation and SMEs performance 

in Algiers' food and beverage industry reflects previous research findings (Al-

Dhaafri et al., 2014; Amin et al., 2016; Ferhati, 2018; Hooi et al., 2016; Imran et al. ,  

2020). Therefore, the entrepreneurial orientation in the study reflects the personal 

understanding of SMEs performance in Algeria.  
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The findings strongly supported the resource-based view theory when 

entrepreneurial orientation provides a valuable insight into the role of 

manager/owners in applying the elements of pro-activeness, innovativeness, and 

risk-taking that may lead to competitive advantage for the SMEs and thus sustain 

their business success (Altinay et al., 2016; Amin et al., 2016; Buli, 2016; Ferhati, 

2018; Imran et al., 2020). Also, manager/owners of SMEs with entrepreneurial 

orientation tend to possess the capability to bring the innovative idea in the process, 

products or idea in their firms. Thus, the findings implies that entrepreneurial 

orientation is a vital tools of SMEs performance as it is triggering the organizations 

into innovative actions.  

5.2.2 Innovation Capability and SMEs Performance 

The study's findings validated this hypothesis, as the path coefficient from 

innovation capability to SMEs performance was positive and significant (=.354; T-

value = 3.545***; P.001). As a result, hypothesis H2 is supported. The f indings of 

this study backed with the findings of a prior study on the association between 

innovation capability and the performance of SMEs. The significant and positive 

association between innovation capability and SMEs performance was found and 

consisted with the hypothesis formulated in this study. Hence, the findings are 

consistent with the resource-based view theory. According to the resource-based 

theory, innovation capability is a strategic capability of SMEs to make a wide range 

of valuable and differentiated resources which result to enhance competitive 



88 

 

advantages and eventually improve organizational performance (Andersson, Moen, 

& Olaf, 2020; Ferreira et al., 2020b; Martino & Magnotti, 2018). 

Furthermore, this finding is supported from previous studies where there is a positive 

and significant relationship between innovation capability and SMEs perf ormance 

(Clark, 2011; Feng Jing et al., 2011; Ferreira et al., 2020b; Gonz & Díaz-fern, 2015). 

As emphasized by Julie Uglfholdt (2013) and Andersson, Moen, & Olaf, (2020), 

innovation is broadly referred to as the means of support for firms to grow and 

survive, as it is playing the main role in having value and sustaining competitive 

advantage that actively innovate in the new products, and serv ices, new structure, 

new technology, administrative system, program or plan will be able to compete and 

perform better.  

Meanwhile, when SMEs develop and innovate their activities regarding all processes 

involved, product and managerial tasks, these activities may minimize the 

administrative requirements and accelerate innovation works. Consequently, 

organizational performance of SMEs will eventually improve. Thus, by developing 

the innovation internally, SMEs can improve their performance signif icantly. As  a 

result, innovation and the technology adoption in Algerian SMEs are most essential 

tools of performance in achieving the goals set under SMEs masterplan. 

5.2.3  Improvisation and SMEs Performance 

The result of the study showed that this hypothesis was supported as the path 

coefficient from improvisation to SMEs performance was positive and significant (β 
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= .247; T-value = 3.134***; P<.002). Hence, the hypothesis H3 is supported. The 

result of this study was supported the previous study as well as the resource -based 

view theory on the relation between improvisation and SMEs performance(Adomako 

et al., 2018; Ahmad et al., 2015; Al Issa, 2020; Arshad et al., 2018; Hodgkinson, 

Hughes, & Arshad, 2016; Hu et al., 2018) . 

The importance of small and medium-sized businesses to economic development 

cannot be overstated, and entrepreneurs play an important part in a country's 

industrial development. As a result, SMEs owners must foster greater learning and 

improvisational actions that can build a competitive edge, stimulate and respond to 

any changes, and cope dynamically with ever-changing business conditions. Because 

of the competitive environment, such as globalization, dynamic technology, and 

competitor competencies, owners/managers must establish conditions that enable 

improvisation on adaption enhancements while working with limited resources. 

5.2.4 Moderating Effect of Organizational Climates 

The study examined the moderating effect of organizational climates on the link 

between entrepreneurial orientation, innovation capability, improvisation, and SMEs 

performance using a two-stage approach. Organizational climate, on the other hand , 

simply moderated entrepreneurial orientation. This reveals that the interaction term 

between entrepreneurial orientation and organizational climate (EO*OC) has a large 

and statistically significant effect on the performance of SMEs in Algiers'  f ood and 

beverage industry (Beta=0.237, t=2.304**, p.<05). As a result, the researcher 
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concludes that H4 is supported. Thus, entrepreneurial orientation was demonstrated 

to improve the performance of SMEs when moderated by organizational climates. 

Theoretically, the organizational climate's moderating effect can be explained using 

resource-based perspective theory. The capacity of SMEs to leverage their 

entrepreneurial orientation to increase their performance as innovators can help 

SMEs achieve a competitive edge and improve their organizational performance. 

Additionally, the finding corroborates previous researches on the moderating ef fect 

of organizational climate on the link between entrepreneurial orientation and SME 

performance (i.e. Andersson, Moen, & Olaf, 2020; Chen et al., 2010; Ibrahim et al. ,  

2018; Jun et al., 2021). However, the link between other two variables (innovation 

capability and improvisation) and SMEs performance were not moderated by 

organizational climate in the SME’s in Algeria. Thus, this indicates that 

organizational climate does not affect the relationship between those variables and 

SME’s performance in Algeria. 

5.3 Contributions of the Study 

The purpose of this study was to determine the factors that could improve the 

performance of food and beverage industry SMEs. Thus, as detailed below, the study 

considerably contributes to the body of relevant knowledge, both theoretically  and 

practically. According to the findings of this study, the most often utilized theories to 

explain the relationship between IC and firm performance were the knowledge-based 

view theory, the theory of organizational knowledge generation, and the learning 

theory. Additionally, it was observed that the resource-based view (RBV) theory is 
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the most well-known theory for explaining the relationship between EO and firm 

performance. Thus, the study established that RBV theory adequately explains the 

relationship between EO, IC, and improvised performance and firm performance. 

This RBV theory contributes to the study by emphasizing the role of innovation, 

proactiveness, and OC as performance and competitive advantage resources. 

Additionally, RBV theory views EO and strategic improvisation as intangible assets 

capable of enhancing organizational performance. It demonstrates that EO can 

influence company performance as an intangible strategic resource by growing new 

markets and developing new goods that affect firm production and performance. As 

with IC and improvisation, RBV suggests that a healthy work environment can 

increase employee productivity and, as a result, company performance. 

Furthermore, the findings of this study contributed to the scanty evidence from 

Algeria and beyond, specifically in the food and beverages industry. Several 

previous studies have shown that SMEs in various developing countries 

underperform. Though, there have been few studies of the performance of SMEs in 

developing countries, particularly in the food and beverage sector.  Even though  the 

Algerian government has spent a significant amount of money to f inance SMEs, 

problems persist. This study revealed that internal factors such as total quality 

management and marketing capabilities are critical in the development of SMEs' 

performance from the standpoint of expanding knowledge. Thus, internal factors 

influence organizational performance in order to gain a competitive 

advantage(Collis, 2016). This study also contributes to the structure of knowledge 

and reduces the existing gap in the literature by adding the following internal factors: 
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EO, IC, Improvisation and OC as a moderator which has not been considered in 

previous studies. 

Even though Algerian authorities and policymakers are concerned about the o verall 

performance of SMEs, the findings of this study are useful in reinforcing the internal 

factors of SMEs, because decision makers are still unaware of the importance of EO, 

IC, and improvisation in improving firm performance. Furthermore, business 

practitioners, owners, and managers would find the study's findings extremely useful 

in identifying important factors that can improve overall firm performance. 

Furthermore, the findings of this study contribute to the improvement and 

development of SMEs' capabilities and resources by emphasizing EO, IC, 

Improvisation, and OC as the foundation of SMEs' performance in the Algerian food 

and beverage sector.  

5.4 Limitations of the Study 

Examining the research aims and the nature of the study necessitates significant 

interaction and active participation from as many SMEs' owners and managers as 

possible in a constrained business environment. For example, obtaining the owners 

and managers of SMEs to engage in this research study was a little bit of a problem 

that this study met, particularly among family businesses, who grudgingly 

participated in this survey. Furthermore, because the data was not collected on an 

interval basis, this study investigates the cross-sectional method of data collection. 

Another disadvantage of this study was that the sample was drawn from SMEs in a 
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single Algerian region. As a result, more SMEs from the other region's 

manufacturing sector should have been chosen. Finally, this study only looked at 

quantitative methods of analysis, not qualitative or mixed methods.  

5.5 Suggestions for Future Studies 

As earlier mentioned, despite the literature laid emphasis on the essence of 

entrepreneurial orientation and innovation capability in the organization, empirical 

studies in this area remain limited and neglected, specifically in the developing 

countries like Algeria. This study recommends future researchers to further examine 

the other factors that may contributed to the SMEs performance, such as, human 

resources management, organizational structure, and organizational culture. 

Also, this finding indicates the existence of the relationship between EO, IC, and 

strategic improvisation on SMEs performance. thus, more empirical research is 

required as it will be useful in providing more empirical evidence to f urther support 

the view that EO, IC and improvisation can improve SMEs performance particularly 

food and beverages industry in Algeria. In addition, this study only focused on food 

and beverages industry, hence this study suggests for the future research to  conduct 

in another sectors such as business services, constructions, wholesales or retailing to  

develop more comprehensive theory and understanding of organizational climate in  

Algeria’s SMEs. Thus, this will be worthwhile for future studies on SMEs 

performance to investigate the impact of industrial and entrepreneurial types. 
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Finally, this study considered a cross-sectional method of data collection which may 

not be collected on interval basis; thus, study recommends to do a longitudinal 

method where the data will be collected on an interval basis. Also, this study only 

employed the quantitative method. Thus, this study suggests mixed 

method/triangulation or qualitative for the generalization of the study. Conclusively, 

the study only focused on SMEs in one region of Algeria, thus, this study suggests 

other country and beyond for the generalization of the results. 

5.6 Conclusions  

This study empirically examines the relation among entrepreneurial orientation, 

innovation capability, improvisation and SMEs performance of food and beverages 

industry in Algeria; with the moderating effect of organizational performance. Thus, 

the theoretical framework was presented in the chapter two where it was clarified 

that it is based on several theories which includes resource-based view theory of  the 

organization, and being the underpinning theory. This is because, the resource-based 

view explained the relation between the exogenous constructs and SMEs 

performance. Thus, this enhance the performance of SMEs and the three relevant 

constructs employed were supported by several studies as the primary competitive 

advantages sources (entrepreneurial orientation, innovation capability and 

improvisation). 

This research project conducted a cross-sectional survey of SMEs in the Algerian 

food and beverage industry. In addition, the core data for the study was acquired 
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from SMEs' managers and owners using standardized questionnaires. These 

questionnaires were created to assess several aspects of the study. As a result, the 

items (instruments) were adapted from a variety of previous publications. As a result, 

SPSS and PLS-SEM were utilized to evaluate the data acquired from Algerian f ood 

and beverage sector owners and managers. Entrepreneurial orientations, innovation 

capability, and improvisation are positively associated with SMEs' perf ormance in  

the Algerian food and beverage industries, according to the findings of this study. 

This is in line with the findings of earlier investigations and the resource-based view 

hypothesis. 

Hence, the data collected were analyzed based on the stated objectives. Fou r out of  

the six hypotheses were significantly related to the SMEs performance of the f ood 

and beverages industry in Algeria. These significant findings provide insight into 

some organizational factors that impact SMEs performance and can also be used as a 

starting point for understanding the level of innovation capability among SMEs in 

Algeria, as well as pointing the way forward for future research in this important 

area of study. 
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APPENDICES 

APPENDIX: Part A English questionnaire 

Factors Influence SMEs Performance in Algeria: 

Organizational Climate as a Moderator 

Dear respondent: 

               I am MOHAMMED BOUHOUNALI, a master's student at the University  

of Utara Malaysia (UUM); I am in the process of conducting a graduation thesis 

entitled: "Determinants of the performance of small and medium-sized companies in  

the field of food and beverages in Algeria". Focusing on exploring the relationship 

between entrepreneurial orientation, innovation capacity, improvisation in decision -

making, organizational climate, and performance of small and medium-sized 

enterprises. I really appreciate your cooperation and the accuracy of the information 

you share in this survey. Rest assured that all data will be strictly confidential and 

will only be used for academic purposes. 

    Thank you for your cooperation            

Email: mohsabiremala@gmail.com 

Mobile Algeria:  +213656825931 

            Malaysia: +601159800951 

mailto::%20mohsabiremala@gmail.com
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Section A: Respondent information: Please tick √ in the appropriate box. 

Gender:  Male Female 

Age:  
Under 20 21 to 30 31 to 40 41 to 50 51 to 60 

Over 60 

Marital status  Single Married 

Educational 

level: 
 

High school Diploma Bachelor’s degree 

Master’s degree PhD 

Experience:  Less than 1 year 1-2 3-5 6-10 Over 10 

Position  Owner Manager 

 

Section B: SME performance: Please tick √ in the appropriate box. 

Please indicate the degree of your agreement with the following statements on a 
five-point Liker scale. 

N Statement Strongly 
disagree Disagree Neutral Agree Strongly 

agree 

1 
“Compared to previous years” is 
repeated in each item: 
Our products reached a wider 
market. 

1 2 3 4 5 

2 Our company had increased 
product sales. 1 2 3 4 5 

3 Our corporate profits have 
increased. 1 2 3 4 5 

4 The level of complaints from 
customers decreased. 1 2 3 4 5 

5 The number of employees has 
increased. 1 2 3 4 5 

6 The number of our customers has 
Increased. 1 2 3 4 5 

 

 



135 

 

Section C: entrepreneurial orientation: Please tick √ in the appropriate box. Please 
indicate the degree of your agreement with the following statements on a five -point 
Liker scale. 

N Statement 
Strongly 
disagree Disagree Neutral Agree 

Strongly 
agree 

1 
We value creative solutions more 
than traditional solutions for 
problem solving. 

1 2 3 4 5 

2 
We consider ourselves as an 
innovative company. 1 2 3 4 5 

3 Our business is often the first to 
market with new products 1 2 3 4 5 

4 
Competitors in  the market 
recognize us  as  leader  in 
innovation. 

1 2 3 4 5 

5 We highly value new product 
line. 1 2 3 4 5 

6 We consistently look for new 
business opportunities. 1 2 3 4 5 

7 
Our marketing efforts try to lead 
customers, rather than respond to 
them. 

1 2 3 4 5 

8 
We incorporate solutions  to 
unarticulated customer needs in our 
products. 

1 2 3 4 5 

9 We work to find new business. 1 2 3 4 5 

10 
We continuously try to discover 
additional needs of our customers 
of which they are  unaware. 

1 2 3 4 5 

11 
We value new plans even if we are 
not certain that they will 
always work. 

1 2 3 4 5 

12 

To make effective changes to our 
offering, we are willing to accept 
at least a moderate level  of risk of 
significant losses. 

1 2 3 4 5 

13 
We encourage people in our 
company to take risks with new 
ideas. 

1 2 3 4 5 

14 We engage in risky investment. 1 2 3 4 5 
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Section D: Innovation capability: Please tick √ in the appropriate box. 
Please indicate the degree of your agreement with the following statements on a 
five-point Liker scale. 

N Statement Strongly 
disagree Disagree Neutral Agree Strongly 

agree 

1 

While innovation activities at 
your firm are carried out; 
Our  firm has an organizational 
culture and a  management  
comprehension that support 
and  encourage innovation. 

1 2 3 4 5 

2 

At our firm, knowledge from 
different resources is used for 
product development activities 
efficiently and rapidly 

1 2 3 4 5 

3 

Our firm is able to reflect 
changes  at market conditions  
(such as  changes from 
customer wants, competitors’ 
products, etc.) to own 
products and  processes as 
soon as possible. 

1 2 3 4 5 

4 

Workers of our firm are 
supported and encouraged to 
participate in activities such as 
product  development, 
innovation process 
improvement and to produce 
new ideas such  topics. 

1 2 3 4 5 

5 

New ideas that come from 
customers, suppliers, etc. are 
evaluated continuously and try 
to include into product 
development activities 

1 2 3 4 5 

6 

Our firms could be adapt to 
environmental changes easily 
and in the short time by 
making suitable  improvements 
and innovations at its 
products and  processes. 

1 2 3 4 5 
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Section E: improvisation: Please tick √ in the appropriate box. 
Please indicate the degree of your agreement with the following statements on a 
five-point Liker scale. 

N Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 

1 We  deal  with  unanticipated 
events on the spot. 1 2 3 4 5 

2 We think on their  feet 
when carrying out actions. 1 2 3 4 5 

3 
We respond in the moment to unexpected 
problems. 

1 2 3 4 5 

4 We try new approaches  to 
problems. 1 2 3 4 5 

5 We  identify  opportunities  for  
new  work processes. 1 2 3 4 5 

6 
We take risks in terms of 
producing new ideas in 
doing its  job. 

1 2 3 4 5 

7 We  demonstrate originality in 
its work. 1 2 3 4 5 

 

 

 

 

 

 

Section F: organizational climate: Please tick √ in the appropriate box. 
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Please indicate the degree of your agreement with the following statements on a 
five-point Liker scale. 

N Statement 
Strongly 
disagree Disagree Neutral Agree 

Strongly 
agree 

1 
Our employees can always rely 
on each other. 1 2 3 4 5 

2 
Our employees   have   a   high  
working morale. 1 2 3 4 5 

3 
Our employees find that rewards  
for their efforts are given in an 
equitable fashion. 

1 2 3 4 5 

4 
Our employees  consider 
leadership to be credible. 1 2 3 4 5 

5 
There are  large  disagreements 
among employees while  we 
make decisions. 

1 2 3 4 5 

6 
It is good sense that employee  s 
take responsibility  when 
something goes wrong. 

1 2 3 4 5 

7 
It is often difficult to carry out 
organizational changes. 1 2 3 4 5 
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APPENDIX : Part B Arabic questionnaire 

 

 االستبيان 

 محددات أداء الشركات الصغيرة والمتوسطة  في قطاع األغذية والمشروبات في الجزائر

ة  :سيادتكم  المحترم

ماليزيا ماستر في جامعة أوتارا  علي، طالب  محمد بهون  ؛ أنا بصدد إجراء بحث التخرج تحت (UUM) أنا 

مجال والمتوسطة في  الصغيرة  الشركات  أداء  "محددات  مركزا   عنوان:  والمشروبات في الجزائر".  األغذية 

والمناخ  القرارات،  اتخاذ  واالرتجال في  االبتكار،  على  والقدرة  الريادي،  التوجه  العالقة بين  على استكشاف 

هذا  ودقة المعلومات التي تشاركها في  أقدر حقًا تعاونك    . والمتوسطة   الصغيرة  الشركات  وأداء  التنظيمي، 

 .ا إلى أن جميع البيانات ستكون في أتم السرية، ولن تستخدم إال لألغراض األكاديميةاالستبيان. كن مطمئنً

 لتعاونكم شكرا                                                                                                         

 

 

Email: mohsabiremala@gmail.com 

Mobile Algeria:  +213656825931 

            Malaysia: +601159800951 

 

 

 

 

mailto::%20mohsabiremala@gmail.com
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 يرجى وضع عالمة √ في المربع المناسب.  : معلومات شخصية:1القسم  

 : الجنس 

       ذكر            
                انثي            

 :العمر

         50   الى    41                          20اقل من  
              60الى51                           30الى    21
            60اكثر من                              40 الى    31

 

 :  الحالة االجتماعية

       اعزب
       متزوج

 

 :المستوي الدراسي

   ماستر او ماجيستر                           بكالوريا
هني               دكتوره                   التكوين الم

 

 سنوات الخبرة

        سنوات10الى    6من                                اقل من سنة
         سنوات10اكثر من                                 2الى   1من  
    سنوات  5الى   3من  

 :المنصب

    صاحب المؤسسة
                  مسير

 

 عدد العمال

مل  9الى   1من            عا
مل 49الى    10من            عا
مل 250الى    50من      عا

مل  250اكثر من          عا
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 :  رقم األعمال  

 دج                  ألف  40≥  
 دج                ألف  400≥  

    دج  مليون 4الى    ألف  400
 دج        مليون    4اكثر من  

 

 اء الشركات الصغيرة والمتوسطة: أد2القسم  

من خمس اختيارات.  يرجى اإلشارة إلى درجة موافقتك على العبارات التالية على مقياس  المكون 

ال اتفق   بيان
ما اتفق   اتفق محايد ال اتفق تما

ما  تما
، وصل المنتجات إلى سوق  مقارنة بالسنوات السابقة 

  أوسع.

  ت المنتجاتمقارنة بالسنوات السابقة ، زادت مبيعا
  مقارنة بالسنوات السابقة ، زادت أرباح الشركات.

مستوى شكاوى  انخفض   ، السابقة  مقارنة بالسنوات 
  العمالء.

  مقارنة بالسنوات السابقة ، زاد عدد الموظفين
  مقارنة بالسنوات السابقة ، زاد عدد عمالئنا

 

 : التوجه الريادي 3القسم  

من خمس اختيارات.يرجى اإلشارة إلى درجة مواف  قتك على العبارات التالية على مقياس  المكون 

 ال اتفق بيان
ما    اتفق اتفق محايد ال اتفق تما

ما    تما
من الحلول التقليدية  اإلبداعية أكثر  الحلول  نحن نقدر 

      لحل المشكالت.

      نحن نعتبر أنفسنا شركة مبتكرة.
ما تكون شركتنا هي األولى في ال تسويق بمنتجات غالبًا 

            جديدة

            المنافسون في السوق يعترفون بنا كقادة في االبتكار.
            نحن نقدر عاليا خط اإلنتاج الجديد.

            نحن نبحث باستمرار عن فرص عمل جديدة.
من  العمالء بدالً  قيادة  التسويقية  هودنا  ج تحاول 

هم.                  االستجابة ل

نقوم بدمج حلول الحتياجات العمالء غير المفصلة في 
           منتجاتنا.

            نحن نعمل إليجاد عمل جديد.
نحاول باستمرار اكتشاف احتياجات إضافية لعمالئنا ال 

ها.             يعلمون عن
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نحن نقدر الخطط الجديدة حتى لو لم نكن متأكدين من 
ها ستعمل دائمً        ا.أن

على  ، نحن  عرضنا  على  إلجراء تغييرات فعالة 
مخاطر  من  معتدل على األقل  مستوى  استعداد لقبول 

 الخسائر الكبيرة.
     

المخاطرة بأفكار  على  األشخاص في شركتنا  نشجع 
            جديدة.

            ننخرط في استثمار محفوف بالمخاطر.
 

 : القدرة على االبتكار4القسم  

من خمس اختيارات.ي  رجى اإلشارة إلى درجة موافقتك على العبارات التالية على مقياس  المكون 

ما  ما اتفق محايد ال اتفق ال اتفق تما  اتفق تما

هم إداري يشجع على  تتمتع شركتنا بثقافة تنظيمية وف
  االبتكار

في شركتنا ، يتم استخدام المعرفة من الموارد المختلفة  
   .المنتجات بكفاءةألنشطة لتطوير  

شركتنا قادرة على عكس التغييرات في ظروف السوق 
ومنتجات   ، العمالء  رغبات  من  التغييرات  )مثل 
المنافسين ، وما إلى ذلك( المتالك المنتجات والعمليات  

 في أقرب وقت ممكن
 

المشاركة في األنشطة  يتم تشجيع عمال شركتنا على 
وتحسين   المنتجات  وتطوير  االبتكار التجارية  عملية 

 وإنتاج أفكار جديدة
 

أصحاب  من  التي تأتي  الجديدة  األفكار  يتم تقييم 
المصلحة )مثل العمالء والموردين وما إلى ذلك( بشكل  

ها في أنشطة تطوير المنتج  مستمر لتضمين
 

هولة في وقت  البيئية بس التغيرات  مع  تتكيف شركتنا 
منتجات قصير من خالل إجراء ابتكارات مناسبة في ال

 والعمليات
 

 

 : االرتجال االستراتيجي   5القسم  

من خمس اختيارات.  يرجى اإلشارة إلى درجة موافقتك على العبارات التالية على مقياس  المكون 

اتفق  بيان ال 
ما اتفق  اتفق محايد ال اتفق تما

ما  تما
المتوقعة على  األحداث غير  مع  تتعامل شركتنا 

  الفور.

ال على  القيام تفكر شركتنا  عند  ها  حلول بذات
  باألعمال.

الحالي لمشاكل غير  الوقت  تستجيب شركتنا في 
  متوقعة.
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   شركتنا تحاول أساليب جديدة لحل المشاكل.
هتم  شركتنا الفرص لعمليات العمل الجديدة.   ت

أفكار  المخاطر فيما يتعلق بإنتاج  تتحمل شركتنا 
ها.   جديدة في القيام بعمل

ها.توضح شركتنا ا   ألصالة في عمل
 

 : المناخ التنظيمي  6القسم  

من خمس اختيارات.  يرجى اإلشارة إلى درجة موافقتك على العبارات التالية على مقياس  المكون 

ال اتفق   بيان
ما اتفق   اتفق محايد ال اتفق تما

ما  تما
هم البعض.   يمكن لموظفينا دائًما االعتماد على بعض

هم معنويات عمل   عالية.  موظفينا لدي
منح  هم تُ هود ج على  المكافآت  أن  موظفونا  يجد 

  بطريقة منصفة.

  موظفونا يعتبرون القيادة ذات مصداقية.
اتخاذ  أثناء  الموظفين  خالفات كبيرة بين  هناك 

  القرارات.

ما   من المنطقي أن يتحمل الموظفون المسؤولية عند
  يحدث خطأ ما.

ما يكون من الصعب إجراء تغيير   ات تنظيمية.غالبًا 
 

 شكرا جزيال لتعاونكم                                                                          

 

 

 

 

Othman Yeop Abdullah  
Graduate School of Business 

Universiti Utara Malaysia  
06010 UUM Sintok 

Kedah Darul Aman, Malaysia  
Tel: (+604) 928 3930 | Fax: (+604) 928 5220   

Email: oyagsb@uum.edu.my  
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