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Abstract — Entrepreneurship is a significant factor that directly and indirectly influences a nation's economy
and plays a crucial role in shaping its economic landscape. The long-term economic development and success
of any country depends on innovative approaches and entrepreneurial initiatives. This study aims to provide a
literature review on individual entrepreneurial orientation (IEO), emphasizing the significance of its five
dimensions: risk-taking, competitive aggressiveness, autonomy, proactiveness, and innovativeness. By so
doing, this study contributes to the literature by addressing the initial stages of conceptual model building for
IEO and its dimensions, specifically within the context of small and medium-sized enterprises (SMEs).
Keywords: “Entrepreneurship”, “SMEs”, “Individual Entrepreneurial Orientation”

1. Introduction

Entrepreneurship is recognized as a significant engine of economic development (Khyareh
& Amini, 2021; Munyo & Veiga, 2022) because it contributes to national wealth and
prosperity, creates new job opportunities, and increases the variety of products and services
available in the market (Galindo-Martin, Castano-Martinez, & Méndez-Picazo, 2021;
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Uleanya, 2020). Entrepreneurs often act as incubators for new technologies and business
models, driving advancements in their industries and generating spillover effects that benefit
larger companies and the overall economy (Peprah & Adekoya, 2020). However,
entrepreneurs face numerous challenges due to increased competition and rapid changes in
the market. They encounter obstacles such as securing financial resources, navigating
complex regulatory environments, and adapting to shifts in industry structures, consumer
preferences, and market conditions. Given the challenges of conducting business today,
entrepreneurial orientation (EO) is crucial for ensuring a company's success.

EO emphasizes the behaviours, styles, strategies, and processes of entrepreneurs (Lumpkin
& Dess, 1996). For small and medium-sized enterprises (SMEs) that are growth-oriented,
adopting EO appears to be crucial (Kiyabo & Isaga, 2020; Meekaewkunchorn et al., 2021),
as it significantly contributes to their business success (Okoli, Nwosu, & Okechukwu, 2021).
In this context, EO provides an opportunity for SME business owners to identify potential
market prospects, and the pursuit of new opportunities enhances their differentiation from
other enterprises (Lumpkin & Pidduck, 2021).

In prior research, most past research mainly focused on the EO, often considered a firm-
level perspective rather than an individual-level perspective (Ali, Hilman, & Gorondutse,
2020; Nguyen, Nguyen, & Do, 2022). Wahyuni & Sara (2020) argued that EO has
predominantly focused on the firm level due to its origins in strategic management and
organizational behaviour theories. However, Clark et al. (2023) suggest that researchers
should explore a new approach by examining individual entrepreneurial orientation (IEO).
By directing attention to IEO, researchers could uncover valuable insights into the cognitive
and behavioural dimensions of entrepreneurship, potentially revealing new pathways for
cultivating entrepreneurial mindsets and enhancing entrepreneurial outcomes.

Developing an initial conceptual model for IEO in SMEs is crucial due to the significant
impact IEO has on both the growth and sustainability of these businesses (Isichei, Agbaeze,
& Odiba, 2020; Okoli, Nwosu, & Okechukwu, 2021). Research indicates that a well-defined
IEO framework not only facilitates the understanding of entrepreneurial behaviour within
SMEs but also enhances their ability to adapt, innovate, and respond to evolving market
dynamics (Zarrouk et al., 2020). Establishing an IEO model equips SMEs with the strategic
capabilities necessary for success in competitive markets. Empirical evidence demonstrates
a positive correlation between high levels of EO and firm performance, enabling SMEs to
effectively identify and seize new market opportunities (Farida et al., 2022; Kiyabo & Isaga,
2019). This emphasizes the necessity of developing structured frameworks that guide the
practical implementation of IEO, thereby fostering entrepreneurial attributes within firms.

Therefore, by examining [EO in the context of SMEs, this study can contribute to refining
existing entrepreneurship theories and models, leading to a more comprehensive
understanding of the entrepreneurial process and its impact on organizational outcomes in
smaller enterprises. Focusing on IEO in SMEs enables the development of more accurate
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and tailored models that capture the unique dynamics and challenges faced by smaller
enterprises in their entrepreneurial endeavours.

2. Literature Review
2.1. Individual Entrepreneurial Orientations (IEO)

The early foundation of conceptualization of EO was initiated by Miller (1983), who defined
an entrepreneurial firm as one that undertakes somewhat risky ventures, is first to come up
with 'proactive' innovations, beating competitors to the punch, and engages in product
market innovation. Based on Miller’s (1983) concept, they classified these three dimensions
(risk-taking, proactiveness, and innovativeness) as a unidimensional construct called
entrepreneurial strategic posture (ESP), suggesting this element is essential for the
development performance of small firms to confront hostile environments.

The conceptualization of EO was then further analysed and explained by Lumpkin and Dess
(1996), illustrating the construct of EO. They described EO as "the processes, practices, and
decision-making activities that lead to a new entry." They clarified that EO is encompassed
as a multidimensional construct consisting of five independent focal constructs: pro-
activeness, innovativeness, autonomy, risk-taking, and competitive aggressiveness, which
has changed the direction of EO research, departing from previous concepts (Wales, Covin,
& Monsen, 2020).

Although all five constructs are well known and conceptualized in the literature; the
measurement, dimensionality, and nature of EO continue to be a significant issue and gap in
the understanding of the term "EO," which results from insignificant consensual among
researchers triggering a lack of clarity with respect to the definition of EO (Lumpkin &
Pidduck, 2021; Wales et al., 2019; Wales, Covin, & Monsen, 2020). Most of the previous
research studies more interested in highlighting the three-dimension framework rather than
five-dimension framework (Wales et al., 2019; Wales, Covin, & Monsen, 2020). Therefore,
this study will be using Lumpkin & Dess's (1996) five-dimensional framework as the main
conceptualization for exploring the IEO on SMEs.

2.1.1. Risk taking

Risk-taking refers to the entrepreneur's ability to make decision-making that will jeopardize
the strategic firms' resources by considering the environment (Lumpkin & Pidduck, 2021).
Even though taking calculated risks reduces the probability of making a mistake, an
entrepreneur must refrain from evading incessantly taking on challenges and risks,
considering the predominant uncertainty in the environment in which they conduct business.
Entrepreneurs are inevitably exposed to risk because they operate in an uncertain,
unpredictable environment and bear ultimate responsibility for their decisions. Recently,
Cuevas-Vargas, Parga-Montoya, & Fernandez-Escobedo (2019) stated that risk-taking
enables entrepreneurs to make the right decision because they can evaluate the nature of
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their judgments even though they confront an uncertain circumstance. In other words, risk-
taking refers to the entrepreneur's inclination to take bold actions instead of cautious ones
(Basco, Hernandez-Perlines, & Rodriguez-Garcia, 2020). On top of that, risk-taking was
originally an essential trait associated with entrepreneurship. According to several scholars,
entrepreneurs tend to be more risk-tolerant and contradict non-entrepreneurs in their
readiness apropos risks (Lago, Delgado, & Branco, 2018; Zaleskiewicz, Bernady, &
Traczyk, 2020).Therefore, non-entrepreneurs may perceive a business opportunity to be
risky, but entrepreneurs do not, as they possess more reliable information and knowledge to
critically examine its risk (Kazmi, Khan, & Nabradi, 2017; McCarthy, Puffer, & Lamin,
2018; Munyanyi & Chimwai, 2019).

2.1.2. Proactiveness

Proactiveness refers to the individual's capability to forecast circumstances of the market
needs and actions ahead, instead of waiting for the changes to take place and then responding
(Lumpkin & Pidduck, 2021). Proactive describes the characteristics of those entrepreneurs
who tend to search and explore opportunities in the new market, create and develop new
products, processes, or technologies ahead of their competitors and aim to become leaders
in their industry (Hossain et al., 2022). Proactive entrepreneurs continually strive to improve,
look for new ways to achieve their goals, scan opportunities and threats in the environment,
and anticipate the outcomes of their decisions (Wales et al., 2019). Thus, most entrepreneurs
initiate their own business by scrutinizing an opportunity. Consequently, they tend to display
a proactive personality, such as a proclivity for influencing their surroundings by identifying
opportunities, demonstrating an effort, acting, and persisting until a significant change
occurs (Basco, Hernandez-Perlines, & Rodriguez-Garcia, 2020). Proactive traits also may
contribute the entrepreneurial success through the strategy chosen by the entrepreneur
(Leonelli, Masciarelli, & Fontana, 2019; Li et al., 2020; Purba & Paundra, 2018). For
example, proactive entrepreneurs take a prospector strategy, scanning their business
environment for potential prospects, and concentrating on product development and market
research.

2.1.3. Innovativeness

Innovativeness is one of the oldest characteristics of entrepreneurs, which refers to a person's
willingness to generate and develop new processes and products. These innovative traits
emphasize the individual's conscientiousness to create and invent new ideas, experiment,
and develop new technologies, services, or products (McCarthy, Puffer, & Lamin, 2018;
Vaillant & Lafuente, 2019). Moreover, innovativeness indicates an entrepreneur's tendency
to support and engage in creativity, novelty, experimentation, and new processes that may
result in novel and futuristic products, services, or technological processes (Ferreras-Méndez
et al., 2021). According to several scholars, innovativeness is inextricably associated with
entrepreneurship because entrepreneurs create and develop a combination of new sources by
entering the market. In the EO context, innovativeness refers to facilitating the development
of technological innovation along with the changes in the firm's product and process
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strategies (Simic & Slavkovic, 2019). Since entrepreneurship and innovation are closely
interdependent, it is no surprise that entrepreneurs are more innovative than non-
entrepreneurs (Tominc, 2019). Consequently, entrepreneurs tend to create and produce
original ideas more than non-entrepreneurs (Poblete & Mandakovic, 2020).

2.1.4. Autonomy

Autonomy is noted as the entrepreneur or a group of individuals within an organization, has
the freedom to create and execute an entrepreneurial concept (Lumpkin & Pidduck, 2021).
Based on an organization's content that offers high autonomy, people are typically granted
the independence to propose a new idea and concept which unfettered restraint of corporate
bureaucracy (Paulus, & Hermanto, 2022). From the entrepreneur's perspective, autonomy is
the unimpeded traditions and norms to explore and pursue innovative ideas productively
(Lumpkin & Pidduck, 2021).Entrepreneurs aim to evade bureaucracy as they engender more
in unbridled environments (rules, procedures, social norms) to evince an intensive
inclination for autonomy (Wales, Covin, & Monsen, 2020). These strategic dimensions or
higher levels of autonomy encourage an individual or team not only to focus on solving the
problem but also to figure out the problem and discover the ideal solution. In general, it
relates to the capability and desire to pursue opportunities (Alvarez-Torres, Lopez-Torres,
& Schiuma, 2019; Pratono, Ratih, & Arshad, 2018). Overall, this dimension of autonomous
individuals has been recognized may influencing entrepreneurs to achieve their objectives
instantaneously as they encounter fewer environmental constraints.

2.1.5. Competitive aggressiveness

Competitive aggressiveness refers to the firm's or an individual's intense strive to outperform
and outmanoeuvre competitors within the industry or market, and it is described as
'characterized by a combative posture and a forceful response to competitors' actions'
(Lumpkin & Pidduck, 2021). Competitive aggressiveness reflects the entrepreneur's
propensity to confront and actively undermine competitors to dominate them in the
marketplace (Wales et al., 2019). According to Paulus & Hermanto, (2022) Competitive
aggressiveness encompasses reconfiguring how services, processes, and products are
distributed, reconceiving the idea and concept of the product application, and outspending
competitors. Competitive aggressiveness traits of entrepreneurs tend to become an
aggressively head-to-head competitor, aiming for a large market share, extensively offering
a price reduction, or heavily investing in marketing, quality and service, and industrial
capacity (Clark et al., 2023; Wales et al., 2021).

2.2. Development initial stage conceptual model IEO in SMEs
Entrepreneurial Orientation (EO) has played a pivotal role in advancing entrepreneurship
research. However, recent studies work highlights the critical need to differentiate between

conventional EO frameworks and Individual Entrepreneurial Orientation (IEO) models.
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This distinction is increasingly pertinent as entrepreneurs come to understand the distinct
characteristics and motivators that drive entrepreneurial behavior on an individual scale.

The traditional EO framework, as defined in seminal works, consists of dimensions such as
innovativeness, risk-taking, and proactiveness, which reflect organizational characteristics
that drive performance. For instance, Miller’s foundational work posits that these
dimensions collectively inform a firm's pursuit of opportunities and competitive positioning
in the market (Meekaewkunchorn et al., 2021). This framework primarily functions at the
organizational level, interpreting entrepreneurial behavior as a strategic approach of the
firm rather than an expression of individual characteristics (Gupta & Batra, 2016).

Conversely, IEO emphasizes the psychological aspects of entrepreneurship through the lens
of individual characteristics and intentions (Clark et al., 2023). IEO encompasses traits such
as individual innovativeness, self-efficacy, and proactive behaviour, which collectively
define an individual's orientation towards entrepreneurship. Moreover, individuals with
elevated IEO are more likely to demonstrate strong entrepreneurial intentions, as they
perceive risks and opportunities in a manner distinct from those with only an organizational
EO (Kowo & Akanmu, 2021). This indicates that while traditional EO influences
organizational performance, IEO is essential for initiating entrepreneurial endeavours at the
individual level.

Although both dimensions intersect, they underscore distinct mechanisms influencing
outcomes. Traditional EO constructs focus on the collective strategies that firms employ to
seize opportunities, whereas IEO emphasizes the intrinsic motivations that propel
individuals toward entrepreneurial activities (Khan et al., 2022). The interplay between
external market factors and internal psychological factors presents an integrated perspective
that can enhance our understanding of entrepreneurship.

Moreover, IEO is a significant determinant of business performance, as it encapsulates the
personal characteristics and behaviours of individual entrepreneurs that influence strategic
decision-making (Hassan, Hussain et al., 2021). IEO encompasses dimensions such as
proactiveness, innovativeness, autonomy, risk-taking, and competitive aggressiveness,
which are integral in navigating competitive environments and harnessing business
opportunities effectively (Musara & Nieuwenhuizen, 2020; Bilal et al., 2022). By
establishing a formal model centred on IEO, SMEs can gain deeper insights into how these
attributes influence performance metrics, ultimately striving for sustainability and growth.

Research indicates that a strong IEO positively correlates with enhanced performance in
SMEs by fostering creativity, adaptability, and a proactive stance toward market changes
(Fatima & Bilal, 2020; Manzano-Garcia & Ayala-Calvo, 2020). IEO integration with
broader entrepreneurial orientation (EO) frameworks illustrates how individual traits
interplay with organizational strategies to influence overall firm success. Moreover, studies
have shown that SMEs led by entrepreneurs with heightened IEO are more adept at
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identifying and seizing market opportunities, which consequently leads to superior
operational outcomes (Al Issa, 2020).

Additionally, the literature posits that fostering an IEO framework can enhance firms'
dynamic capabilities, allowing SMEs to respond more effectively to changes in the
marketplace (Abdelkareem, Battour, & Al-Awlaqi, 2022). By creating an initial model,
SMEs delineate the key components of IEO and facilitate the establishment of pathways
for innovation and competitive advantages derived from entrepreneurial behaviours
(Karami & Tang, 2019; Wahyuni & Sara, 2020).

Moreover, integrating IEO within a structured model allows for the elucidation of mediating
and moderating factors, which can propel research forward in identifying other variables
that impact the relationship between and business performance (Cuevas-Vargas, Parga-
Montoya, & Ferndndez-Escobedo, 2019; Anggraini et al., 2022). For instance, examining
how external environments or internal competency frameworks interact with IEO can guide
strategic initiatives that enhance the viability of SMEs (Raymond & Selamat, 2023).
Therefore, developing a model for IEO can serve as a diagnostic tool for SMEs aiming to
align their entrepreneurial attributes with their operational and strategic goals.

In conclusion, while traditional EO frameworks serve to explain organizational behaviours
conducive to performance, IEO conceptual models capture the essence of individual
entrepreneurial behaviour and its motivational traits. Understanding both approaches allows
for a more comprehensive framework that not only enhances the performance of
organizations but also promotes individual entrepreneurial intentions and actions.

Figure 1: Conceptual model of individual entrepreneurial orientation in SMEs

l Autonomy l

Individual
Entrepreneurial
Orientation

Risk-taking

Innovativeness

Competitive
aggressiveness
Proactiveness

3. Conclusions
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The initial conceptual model of individual entrepreneurial orientation (IEO) in small and
medium-sized enterprises (SMEs) marks a significant advancement in comprehending the
role of individual entrepreneurial behaviours within smaller organizational contexts. The
conclusion of this study highlights the significant contribution made to the field of
entrepreneurship research by developing an initial conceptual model of individual
entrepreneurial orientation in SMEs. This conceptual model provides a framework for
understanding how personal characteristics and organizational factors interact to influence
entrepreneurial behaviour within SMEs. Future research can build upon this foundation to
further explore the nuances of IEO and its impact on SMEs' performance and growth.
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