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Abstract: Business orientation is a key factor of a successful functioning, direction and progressof small and medium-sized 
enterprises (SMEs). The aim of the paper is to define and quantify the significance of given factors influencing the SMEs 
business orientation. The paper examines innovativeness and risk taking. Information necessaryfor research evaluation was 
obtained from 1141 enterprises in the Czech Republic. The significance ofrespective factors was quantified and their 
statistical significance determined using the method of regression analysis.It can be concluded that investing finances into 
development of new methods and technologies and conducting risky projects for the purpose of increasing the enterprise’s 
performancestrongly determine the SMEs business orientation. 
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I. INTRODUCTION 
 
The topic of small and medium-sized enterprises 
(SMEs) is nowadays one of the main areas of interest 
in terms of both theory and praxis. SMEsplay an 
important role in maintaining and creating a 
functioning market economy, especially as a means 
of stimulating competition, creating jobs and 
promoting economic innovation [11]. Business 
orientation (BO) is considered an important factor of 
a high business performance, and is highly influenced 
by the entrepreneur’s personality[14]. BO is usually 
viewed as a five-dimensional construct consisting of 
innovativeness, risk taking, proactivity, autonomy, 
andcompetition aggression.The influence of 
economic activity on economic growth is not only the 
question of the size of the enterprise, but also 
individuals and their decisions on establishing new 
business units[19]. 
 
Beugelsdijk and Noorderhaven [3]have found that 
entrepreneurs are more individually oriented than the 
rest of the population, and individual responsibility 
and effort are features distinguishing them from the 
others. A summary of opinions collected from a 
number of authors[17]; [20]; [6] indicate personality 
traits that are considered the most important in 
entrepreneurship: passion, flexibility, self-confidence, 
vision, courage/willingness to take risk, positive 
attitude, integrity, credibility, self-sacrifice, 
creativity, leadership skills, perseverance, 
independence. 
 
Business orientation (BO) has, due to its importance 
for strategic decision making regarding business 
growth, become the focal point of business research 
for many decades[16]. It is assumed in management 
research that the quality of entrepreneurship is 
evaluated using various continuous variables which 

can influence business activities; therefore, all 
enterprises have, directly or indirectly, a certain BO 
[2]. BO characteristics of individual enterprises can 
therefore differ, and can be ranked based on their 
level of BO[7]. 
 
BO represents a key factorfor SMEs’ success[5]; [4]. 
It is the following strategic activities that define an 
enterprise:  innovation, proactivity, risk taking – 
given that these activities are systematic[1].BO 
should lead the market by developing new products, 
product innovation, creating new customer behavior, 
and creating market advantage[18]. 
 
According to Covin and Wales [8],the BO research is 
focused on active enterprises regardless of their age, 
size, or ownership.SMEs are therefore a very 
important subject in business literature. 
 
Based on the definition by Jelenc, Pisapia and 
Ivanusic [10], BO is a tradition evaluating 
enterprises’ inclination towards entrepreneurship 
attitudes. There are various methods of measuring the 
BO. Most researches, however, apply two:The first 
method is based on the initialdefinition of BO by 
Miller [16, 22] whodescribes BO using three 
constructs - proactivity, innovativeness and risk 
taking. The second method by authors Lumpkin and 
Dess [15, 23] takes into consideration five BO 
constructs by adding independence and competition 
aggression to the initial BO set. This paper examines 
the influence of innovativeness and risk taking on 
SMEs’ BO. 

 
II. DATA, METHODOLOGY, METHOD  
 
The aim of the paper is to define and quantify the 
significance of given factors influencing the SMEs 
business orientation. It examines innovativeness and 
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risk taking.Three factors were formulated for each 
construct. 

 
Table1: Factors influencing entrepreneurs’ business 

orientation 

Construct Factors (independent 
variables) 

Innovativeness 
(BO1) 

Reputation for being an 
innovator (BO11) 

Enterprise’s new product and 
services development (BO12) 

Investing finances into 
development of new methods 

and technologies (BO13) 

Risk taking 
(BO2) 

Enterprise’s risk strategy (BO21) 
Investing in risky projects 

(BO22) 
Conducting risky projects for 
the purpose of increasing the 

enterprise’s performance (BO23) 
 

Using the method of scientific estimation, the 
following scientific hypotheses were defined in the 
course of the research:  
H1: The innovativeness factors of the construct 
(BO11, BO12 and BO13) are statistically significant, 
and positively influence the entrepreneur’s business 
orientation (BO).  
H2: The risk taking factors of the construct (BO21, 
BO22 and BO23) are statistically significant, and 
positively influence the entrepreneur’s business 
orientation (BO).  
 
Statistical data collection in enterprises was based on 
the following steps: using the method of random 
selection, 1600 enterprises were selected from the 
basic set of enterprises active in the Czech Republic 
obtained from the “Albertína“database.  
 
The selected enterprises were approached by email 
and asked to fill out an online questionnaire. The 
questionnaire was completed by the enterprise’s 
owner or a top manager. This process yielded 
statistical data from 495 enterprises, whatrepresents a 
31% success rate.Enterprises that did not respond to 
email were subsequently approached by phone by 
college students who acted as research agents.  
 
An incomplete statistic data collection yielded a set of 
statistical data from 1141 enterprises (70% success 
rate). To achieve the paper’s goal, 5467 out of the 
total set of 60 476 statistical data were used from a 
selected group of enterprises.  
 
Regression analysis was used to achieve the main 
goal. The aim of the linear regression model was to 
explain and quantify the relation between BO 
(dependent variable) and given factorsof 
innovativeness and risk taking (BO11 toBO23). 
 

The linearity assumption was verified using a graphic 
data analysis in form of point charts (Scatter Plots). 
Subsequently, verification ofthe assumption of 
normal data distribution with the testing of the 
descriptive characteristics of the independent 
variables (z-test of skewness and kurtosis) was 
performed. The critical value for accepting 
independent variables in the regression model is 1.96 
(significance level of 0.05). The assumption of 
constant dispersion of random errors and thus of 
residues (homoscedasticity) was tested using the 
Bartlett test. The assumption of homoscedasticity was 
confirmed if the p-valuewas larger than 0.05. The 
values of linear regression model parameters with 
more independent variables can be negatively 
influenced by multicollinearity. The results of 
regression models were accepted if the value of the 
Inflation factorwas higher than 5 [9].The graphical 
verification of assumptions, as well as testing was 
performed using theIBM SPSS Statistika software for 
statistical data analysis. The general form of the 
regression equation with multiple linear functionis 
based on the following relationship between 
dependent variable (BO) and factors(BO11, ..., BO23): 
BO= β0 + β1×BO11+ β2×BO12 + β3×BO13 +.....+ 
βj×BOij + ε,                                                              (1) 
whereBO – dependent variable; β0 – constant,  β1; β2 
β3 – parametersof independent variables; i – factor (i 
= 1, 2, ..., n); j – determinant of i- factor (j = 1, 2, m); 
ε – random regression model component. 
 
Since the aim is not to predict an entrepreneur’s 
future business orientation, the constant has no 
significance for the regression model; however, it will 
be present in the regression models for the sake of 
complexity.  
 
The random component (ε) in the above regression 
model must meet the characteristics of white noise 
(medium value of random component is 0, 
varianceεis constant, linear independence between the 
componentsεand random variables are administered 
by probability pattern of normal distribution). 
 
The suitability of the regression model with 
regression function will be verified by the coefficient 
of determination. Given the large number of data 
(1141 enterprises), it was assumed that there will not 
be large differences betweenthe value of the 
coefficient of determination (R2) and the adjusted 
coefficient of determinationܴௗଶ , which states what 
percentage of the total variability of the dependent 
variable is explained by the selected regression 
model. 
 
The reliability of the regression model was 
determined using the mathematical “Analysis of 
variance” method (ANOVA) which was verified by 
F-ratio and determination of its p-value. To meet the 
statistical significance of the regression model, p-
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value of the entire model must be lower than the 
significance level. The significance level for all 
completed tests was set at 0.05. If the regression 
model function consists of three or more independent 
variables, then the given regression model can be 
negatively influenced by multicollinearity.The mutual 
dependence ofindependentvariables is determined by 
Variation inflation factor (VIF). If the value of VIF is 
larger than 5, then multicollinearitydepreciates the 
estimated regression model parameters. 
 
The interpretation of the achieved regression 
parameter results is the following:  
 
 If the estimated parameter of an independent 

variable is statistically insignificant,it can be 
argued, regardless of the estimated parameter’s 
value, that the independent variable has no 
influence on the business orientation. 

 If the estimated parameter of an independent 
variable is statistically significant and positive at 
the same time,the independent variable positively 
influences the business orientation necessary in 
the business environment. 

 If the estimated parameter of an independent 
variable is statistically significant and negative at the 

same time, the independent variable negatively 
influences the business orientation necessary in the 
business environment. 
Descriptive characteristics of enterprises based on 
socio-demo graphic features: by enterprise’s 
location(county) – Zlínský kraj (28.3 %), 
Moravskoslezský kraj (24.2 %), Olomoucký kraj 11.7 
%, Jihomoravský kraj (10.2 %), Liberecký kraj and 
Praha (5.1 %), Pardubický kraj (4.8 %), Plzeňský kraj 
(2.7 %), Středočeský kraj (2.1 %), Královehradecký 
kraj (2.0 %), Vysočina (1.6 %), Jihočeský kraj (1.0 
%), Ústecký kraj (0.9 %) and Karlovy Vary (0.3 %), 
by enterprise size – 65 % micro-enterprises (up to 10 
employees), 27 % small enterprises (up to 50 
employees), 8 % medium-sized enterprises (up to 250 
employees), by gender – 75% men, 25 % women. 
 

1. RESULTS AND DISCUSSION 
 
Table 2 liststhe verification results of independent 
variables in regression models.  
Table 3 lists the verification results of the estimated 
coefficient in multiple linear functions of the 
regression models and the results of partial 
correlations between dependent and independent 
variables.

 
Table2: Verification of regression models’ assumptions 

Factor The assumption of regression 
Analysis 

Verification 
Tool 

The independent variables 
(Determinants) 

BO11 BO12 BO13 

BO1 

Linearity Scatter plot O O O 
Normal distribution of construct Z- test X O X 

Homoscedasticity Bartlett´s test O O O 

Factor The assumption of regression 
Analysis 

Verification 
Tool 

The independent variables 
(Determinants) 

BO21 BO22 BO23 

BO2 

Linearity Scatter plot X O O 
Normal distribution of construct Z- test X O O 

Homoscedasticity Bartlett’s test X O O 
Homoscedasticity Bartlett’s test O O O 

Notes: X – assumption not confirmed; O – assumption confirmed. Source: own processing. 
 

Table 3: Verification of the significance of estimated coefficients and partial correlation 

Factor Regression equation  
(Verification tool) 

The independent variables (Determinants) 
BO11 BO12 BO13 

BO1 

Significance of the estimate coefficient       
(T - test) O O O 

Partial correlation 
(Coefficient of Correlation) MC MC MC 

Factor Regression equation  
(Verification tool) 

The independent variables (Determinants) 
BO21 BO22 BO23 

BO2 

Significance of the estimate coefficient       
(T - test) X O O 

Partial correlation 
(Coefficient of Correlation) LC LC LC 
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Notes: X – assumption not confirmed; O – assumption confirmed; LC – low correlation R <0.2; 0.4>; MC – 
mean correlation R <0.4; 0.6>; SC – strong correlation R <0.6; and more>. Source: own processing.
The results indicate (Table 2 and Table 3) that 
enterprise’s risk strategy is an insignificant BO 
factor(BO21).  
 

Table 4: Characteristics of regression models 

Factor 
The regression models 

(Multiple linear regression 
function) 

Characteristics of the regression models 

Coefficient of 
Determination 

(R2) 

Adjuste
d  

R2 

Multiple 
correlatio

n 
coefficient 

Analysis 
of 

variance           
(p-value) 

Multico- 
llinearity 

(VIF) 

BO1 
 

BO= 0.4765+ 0.1056× BO11+ 
0.1288× BO12 + 0.1394× BO13 

0.54221 0.53995 0.73635 0.000 < 3.000 

BO2 
 

BO= 0.6162+ 0.0478× BO22+  
0.1711× BO23  

0.36175 0.36006 0.60146 0.000 N 

Notes: BO –business orientation; N – Multicollinearity is not in the regression model. Source: own processing.
 
Based on the results of the regression analysis (Table 
4), the following partial conclusions can be made: 
Multiple linear regression modelsare statistically 
significant, as the final p-valueof F-ratio (ANOVA) 
in each of the regression models in the table above is 
lower than the significance level of 0.05. The values 
of estimated regression model parameters are not 
negatively influenced by multicollinearity because 
the results of the variation inflation factor are lower 
than 5.  
 
Regression model: (BO1) with a linear regression 
model explains 54.2% of the total variability of an 
entrepreneur’s business orientation, (BO2) with a 
linear regression function explains 36.17% of the 
total variability of an entrepreneur’s business 
orientation. 
 
The most significant BO factors are: in the 
innovativeness construct, it is the factor of financial 
investment in the development of new methods and 
technologies (parameter BO13= 0,1394). In the risk 
taking construct, it is conducting risky projects for the 
purpose of increasing the enterprise’s performance to 
the greatest degree (parameter BO23= 0,1711). 
The results of the research confirmed the validity of 
H1 and a partial validity of H2. 
 
In research by Kozubíková et al [13], 41 % of 
entrepreneurs have agreed with the statement that 
their company has a reputation of an innovator. The 
authors found that there were statistically significant 
differences in the overall structure of the answers of 
university-educated entrepreneurs in comparison with 
other entrepreneurs, in the structure of responses by 
micro enterprises in relation to other companies. 
Highly educated entrepreneurs in comparison with 
other entrepreneurs were often stating that their 
company had a reputation of an innovator. SMEs in 
comparison with micro enterprises were responding 

more with positive responses. The authorsstated that 
62 % of entrepreneurs agreed with the statement that 
their companies regularly develop new products and 
services. Only 37.95% of respondents have 
approvingly responded that they were investing a lot 
of money into the development of new methods and 
technologies. 

Results of research by Ključnikov et al [12] 
showed the fact that entrepreneurs perceive their 
business strategy as less risky. Only 14 % of them 
have agreed with the statement that their business 
strategy is risky. There are not statistically significant 
differences in terms of gender of entrepreneurs and 
age of companies. The authors found significant 
differences in terms of entrepreneur’s education and 
company size. It was determined that 
microenterprises and entrepreneurs with lower level 
of education evaluated their strategy as more risky in 
comparison to larger companies. In this research, 
only 32 % of entrepreneurs agreed with the statement 
that they are not afraid to invest money in risky 
projects. There were no statistically significant 
differences in terms of entrepreneurs’ gender, 
education, and age of enterprises. However, there are 
significant differences in terms of the enterprises’ 
age. Enterprises active less than 10 yearsshowed a 
larger willingness to invest in risky projects. The 
authors found that only 29 % of entrepreneurs agreed 
with the statement that they conducted risky projects 
in order to improve their financial performance. 
There were statistically significant differences in 
terms of entrepreneurs’ gender. On the contrary, there 
were no statistically significant differences in relation 
to education, size and age of the enterprise.   

 
CONCLUSIONS 
 
The aim of this paper was to define and quantify the 
significance of given factors (innovativeness and risk 
taking) influencing the SMEs business orientation. 



International Journal of Management and Applied Science, ISSN: 2394-7926                              Volume-3, Issue-11, Nov.-2017 
http://iraj.in 

 Important Factors of SMES Business Orientation: Case Study from the Czech Republic 
 

32 

Research showed that in the innovativeness construct, 
the most significant factor was financial investment 
in the development of new methods and technologies. 
In the risk taking construct, the most significant 
factor was conducting risky projects for the purpose 
of increasing the enterprise’s performance. The 
research aimed at broadening and deepening today’s 
scientific knowledge of business orientation in 
specific conditions of the SMEs business 
environment. Given the undeniable contribution of 
SMEs to Czech economy’s performance measured by 
basic GDP indicators or employment rate, deepening 
the knowledge on how to increase SMEs’ 
performance using business oriented innovativeness 
and adequate risk taking is an important part of both 
theory as well as the practical areas of business.  
It seems beneficial to publish these results and make 
them available to the scientific as well as the broad 
business community.  
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