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Abstract

 The purposes of this research were to study 1) the performance levels of entrepreneurial 
orientation, differentiation strategy and innovation performance and 2) the influences of the 
entrepreneurial orientation on the innovation performance of small and medium enterprises (SMEs). 
Questionnaires were used as research instrument to collect data from a sample of 238 SMEs,
using purposive, non-probability sampling. Data were analyzed by inferential statistics from a 
structural equation model. The result related to the level of operation in entrepreneurial orientation 
indicated that risk taking was at a high level ( X =3.96). Regarding the level of operation in 
differentiation strategy, marketing of new products and new services was at a high level ( X =3.78). 
Regarding the level of operation in innovation performance, research and development effort was at 
a high level ( X =3.51). The outputs from the structural equation model showed that the model was 
fit to the empirical data ( 2/df = 1.807, TLI =0.914, CFI = 0.920, RMSEA = 0.047). Entrepreneurial 
orientation did not have a direct effect on innovation performance and entrepreneurial orientation 
using differentiation strategy had an indirect relationship on innovation performance.
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Bartlett’s Test of 

Sphericity
d.f. P value

0.844 637.575 15 0.000
0.749 418.559 6 0.000
0.597 243.337 3 0.000
.814 516.441 6 0.000
.835 639.884 6 0.000

.837 816.950 15 0.000

.881 1004.772 15 0.000

.851 639.934 6 0.000
0.903 1142.864 15 0.000
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Goodness of- fit index (GFI)

Chi-square/Degree of Freedom (2/df) 2.00-5.00 Marsh and 1.807

Lewis: TLI)

0.90
(2010)

0.914

0.90
(1999)

0.920

< 0.08
(2010)

0.059
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 = 0.340, p

 = 0.637, p< .001) 

 = 0.977, p

DE IE TE DE IE TE

0.910*** - 0.910*** 0.340ns 0.637*** 0.977***

- - - 0.700*** - 0.700***

R2 0.462 0.479
*** p < .001 
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