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Abstract 

Entrepreneurial Orientation is a significant influencer of firm performance more so for 

manufacturing firms operating under globalization, internationalization and regional 

integration regimes. Regionalization is the coming together by nations as a means of attaining 

socio-economic and political goals by nations, which cannot be achieved in isolation. 
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Regionalization results in expanded markets, characterized by increased number of 

competition, and increased market size. This therefore, exerts greater pressure on 

manufacturing firms to regionalize; this is a challenge to firms accustomed to operating under a 

domestic market set-up.  

To overcome the challenges associated with regionalization, eminent scholars in other parts of 

the world have recommended, that, manufacturing firms adopt Entrepreneurial Orientation as a 

solution to the challenges brought about by regionalization. It is on this basis that the study 

sought to determine the influence of entrepreneurial orientation on the performance of 

manufacturing firms in Kenya operating under the East African Community regional 

integration.  

 

The study findings revealed that performance of Kenya’s manufacturing firms operating under 

the East African Community regional integration, are significantly influenced by 

entrepreneurial orientation, in terms of Sales, Profits and Employment as measures of firm 

performance. The significance influence is more pronounced in terms of Sales for 

manufacturing firms which are integrated or operate within the regional integration. The study 

concluded that Kenya’s manufacturing firms intent on enhancing their performance urgently 

need to adopt entrepreneurial orientation and recommends that further study be undertaken in 

other areas besides entrepreneurial orientation as an influencer of manufacturing firm 

performance. 

 

Keywords: Entrepreneurship, Entrepreneurial Orientation, Competitiveness, Firm 

Performance, Regional Integration. 

 

1. Introduction  

 

Entrepreneurship is critical for social and economic development of many countries. Yet, 

most of the past research on entrepreneurship is devoted to the accomplishments of small 

businesses and new business ventures without much focus on its roles in regional and 

international context. Regional and International entrepreneurship deserves attention from  

researchers  given the large number of Micro, Small and Medium Enterprises (MSMEs) and 

new ventures now going regional to exploit profits from regional markets. This is true in 

today’s global business era. Apart from its contribution to development, entrepreneurship is 

considered important to the success of firms (Luo, 1999). This underscores the importance of 

undertaking a study on how entrepreneurship enables firms to achieve superior performance.  

 

According to Knight (1997), the global trend is for firms operating under regional integration 

regimes, characterised by expanded markets, to embrace Entrepreneurial Orientation as an 

important competitive strategy for enhanced performance of manufacturing firms. Citing study 

findings on the experience of Canadian manufacturing firms operating under North American 

Free Trade Agreement (NAFTA) as a regional trading area, he avers that, manufacturing firms 

operating in countries which are members of regional integration regimes are directly 

influenced by entrepreneurial orientation. This influence is not only confined to firms 
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operating within NAFTA, but to other regional integration areas, key characteristics of 

regional integration area are more similar, than differences that may be experienced. 

 

Regional integration is the coming together of two or more states, normally through 

reciprocal preferential agreements, based on one or more successively integrating cooperation 

arrangement such as Preferential Trade Area (PTA), which accords preferential access to 

certain products from participating member countries. This is undertaken by reducing tariffs, 

but not abolishing them completely. It is the first stage of regional  integration. The difference 

between a PTA and a Free trade area (FTA) may be blurred, as almost any PTA has a main goal 

of becoming a FTA in accordance with the General Agreement on Tariffs and Trade (GATT). 

Free Trade Area (FTA), is  a form of Preferential Trade Area (PTA) without any tariffs on 

fellow members’ goods, it is further recognized as an agreement in which member states 

charge lower tariffs to imports produced by fellow member countries than for non-members 

(Fondad, 2005).   

 

After FTA, follows the Customs Union. This is a form of FTA which uses common tariffs on 

imports from non-members.  A Custom Union further matures into a Common Market, 

which is characterized with free movement of factors of production, while Economic 

Community is a single-currency common market in which fiscal and monetary policies are 

unified. The ceding of political sovereignty in an economic community, leads to a federation 

or political union with common legislation and political structures. 

There exist Pros and Cons of regional integration. The Pros of regional integration includes 

the ability to foster competition, subsidiarity, access to wider market, larger and diversified 

investment and production, socio-economic and political stability and bargaining power for 

the countries involved. It can be multi-dimensional to cover the movement of goods and 

services, capital and labour, socio-economic policy coordination and harmonization, 

infrastructure development, environmental management, and reforms in other public goods 

such as governance, peace, defence and security. However, the Cons of regional integration 

encompass perceived real gains or losses among member countries that may lead to disputes 

and a sense of loss of national sovereignty. For success, regional integration requires strong 

commitment in implementing the agreed arrangements, fair mechanisms to arbitrate disputes 

and equitable distribution of the gains and costs of regional integration. 

 

In Africa, the East African Community (EAC) is one of the regional integration bodies which 

comprise of Kenya, Uganda, Tanzania, Rwanda and Burundi (EAC, 2010). Most of the 

characteristics of regional integration regimes also prevail within the EAC regional integration 

area. It has led to the expansion of market for manufacturing firms, and also a moderating 

influence on performance of manufacturing firms. Regional integration presents a challenge to 

firms accustomed to operating within the domestic market. The challenges are in form of 

increased number of competing firms, lower production and marketing costs, larger market and 

greater pressure on firms to regionalize (Jain, 1990; Czinkota and Ronkainen, 1995; Wiklund 

& Shepherd, 2005).  

 

http://en.wikipedia.org/wiki/Tariff
http://en.wikipedia.org/wiki/Economic_integration
http://en.wikipedia.org/wiki/Free_trade_area
http://en.wikipedia.org/wiki/General_Agreement_on_Tariffs_and_Trade
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1.1 Role of Entrepreneurial Orientation 

 

Firms which aspire to operate in a regional integration set-up, anticipate enhanced performance 

and success in their endeavours, this calls for them to urgently adopt Entrepreneurial 

Orientation (EO). EO is the strategy making practices that firms make to identify and launch 

ventures. It represents a frame of mind and a perspective about entrepreneurship that are 

reflected in a firm’s on going processes and corporate culture (Lumpkin, 1996). Knight (1997) 

avers that firms which operate within a regional integration regime, which do not have the right 

frame of mind and perspective, encounter difficulties in enhancing their performance and 

competitiveness. Firms are therefore, encouraged to embrace entrepreneurial orientation to 

excel and overcome the challenges. 

 

Despite the challenges encountered by firms operating under regional integration regimes, 

there exists a remedy in the form of adoption of entrepreneurial orientation, which is a key 

mitigating measure to the challenge. This study finding undertaken by Knight (1997); Wang 

(2008) and Adegbite (2007) in North America, Asia and Africa respectively confirm this. 

Entrepreneurship Orientation (EO) is an important in addressing the challenges encountered by 

manufacturing firms operating within a regional integration context. EO, is the processes, 

practices, and decision making activities that if embraced, influences performance of firms 

which operate both under the domestic market and under regional integration context EO 

therefore, is the firm’s basic underlying strategy which greatly influences firm performance 

(Lumpkin & Dess, 1996).  

 

Schumpeter (1934) avers in his theory on innovation, that, an entrepreneurial firm is one which 

combines various input factors to generate value that exceeds the cost of input factors for 

profit. The theory is applicable to manufacturing firms in Kenya, which operate within the 

context of the East African Community (EAC). According to Morris & Allen (1991), EO 

incorporates management proclivity for risk-taking, referred to as the degree the management 

is willing to make large and risky resource commitments, which have a reasonable chance of 

failure. Possession of a proactive competitive posture is the extent to which a firm anticipates 

and acts on future needs, seeks new opportunities which may or may not be related to the 

present line of operations, introduces new products and brands ahead of competition, and 

strategically eliminates operations which are in their mature or declining stages of life cycle 

(Knight (1997). Venkataraman (1989) avers that EO is the firm’s ability to adopt innovative, 

proactive, and risk-seeking strategies to achieve performance objectives. 

 

McClelland (1961) theory of high need for achievement is critical to a firm’s strategy to attain 

market leadership by employing innovative marketing techniques. This theory is further 

supported by Kotler and Armstrong (1996) who together uphold the need for employing highly 

skilled sales force, and control of distribution channels. According to Bharadwaj and 

Varadarajan (1993), Quality leadership is an approach that is conducive to increased market 

share and profitability, while Cost leadership is characterized by tight control of overhead and 

variable costs, optimal use of production capacities, and pricing at or below competitive price 
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levels. Morrison and Roth (1992) avers that, manufacturing leadership is reflected by a firm’s 

innovative manufacturing processes, state-of-the-art plant and equipment, and emphasis on 

efficient production, which culminates in superior performance. 

 

Porter (1990) refers to superior product quality as the perceived characteristic of products that 

meet or exceed customer expectations regarding features and performance. Increased 

competition brought about by regional trade regime affords end-users an opportunity to 

compare across a greater volume and variety of product brands from competing firms. Hence, 

firms are inclined to benchmark their quality standards against those of cross-regional 

competitors, leading to pressure on manufacturing firms to improve and thereby enhance their 

performance. 

 

This study was undertaken within the context of establishing the influence of entrepreneurial 

orientation among manufacturing firms in Kenya, and the significance of the influence in their 

performance while operating under the moderating influence of the East African regional 

integration. Various research studies have confirmed that entrepreneurial orientation greatly 

influences performance of manufacturing firms in other parts of the world, this trend has been 

replicated globally, more so for manufacturing firms operating under regional integration 

context. Manufacturing firms in Kenya are bedevilled with challenges associated with doing 

business in an environment of increasing competition and regionalization, which, if mitigation 

measures are not urgently instituted, are likely to have a negative impact on their performance 

and competitiveness.  It is in this respect that, manufacturing firms need to adopt 

entrepreneurial orientation if they desire to enhance their performance and competitiveness. 

The need to adopt EO becomes more urgent in view, that Kenya is a member of EAC regional 

integration regime which she adopted in the year 2000 (RoK, 2005; EAC, 2010).  

 

According to KAM (2006), Kenya is ranked first in so far as having the most developed 

manufacturing sector among EAC member countries. However, despite Kenya being ranked 

first, there exists a challenge from neighbouring countries such as Uganda, Tanzania, Rwanda, 

and Burundi, which are venturing into the manufacturing sector, resulting in increased 

competition, lower production costs, and greater pressure for manufacturing firms to 

regionalize. This study was undertaken within the context of establishing the level of adoption 

and influence of Entrepreneurial Orientation as a means of overcoming the challenges, and 

how it influences performance of Kenya’s manufacturing firms operating under the moderating 

influence of East African Community regional integration. 

 

2. Literature Review 

 

Entrepreneurial orientation theories comprise a summation of various bodies of knowledge 

which form the gist of entrepreneurship. The theories advanced are critical for a clear 

understanding of how entrepreneurial orientation influences firm performance for firms 

operating under a regional integration regime. The theories which form the bedrock of this 

study are anchored under entrepreneurial orientation.  
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2.1 Theory on Entrepreneurial Orientation (EO)  

Entrepreneurial Orientation (EO) refers to processes, practices, and decision-making activities 

of firms that lead to new entry and enhanced performance of manufacturing firms operating 

under a regional integration context (Lumpkin and Dess, 1996). According to Knight (1997), 

EO is the magic strategy which firms adopt to enter, maintain or augment their viability in 

situations of regional integration. It is associated with product innovativeness, process 

innovativeness, technological innovativeness, management proclivity for risk-seeking and 

pro-active competitive posture. The EO theory is, therefore, anchored on a firm’s basic 

underlying orientations, processes, practices, and decision-making activities that are 

imperative to the firm’s success (Knight, 1997).  

 

Manufacturing firms need to develop certain capabilities to help them navigate successfully the 

prevailing scenario of regionalization. This led to the identification of entrepreneurial 

orientation as a key strategy, designed to support firms succeed in regional market place (Zahra 

and Garvis, 2000). An entrepreneurial firm is, one that engages in product-market innovation, 

undertakes somewhat risky ventures, and is first to come up with proactive innovations, 

beating competitors to the punch. Such characteristics are associated with improved firm 

performance in today’s business environment, where product and business model life cycles 

are shortened, future profit streams from existing operations are uncertain, and entrepreneurs 

need to constantly seek out new opportunities (Wiklund & Shepherd, 2005).  

 

2.1.1 Product Innovativeness 

 

Innovativeness is one of the most important characteristics of entrepreneurs. Concepts of 

creativity and innovativeness are mostly used together; however, they are not the same thing. 

The difference between them is embodied in the thinking of doing something and actually 

doing it. In this context, creativity is the spending of mental energy on new things, whereas 

innovativeness is doing and applying new things.  Through innovativeness, new thoughts 

are used to produce new resources to satisfy needs. Emerging with change and improvement, 

innovativeness is closely related to mental processes, such as problem solving, constructive 

thinking, or invention which is the initiation of change. Product Innovation is, therefore, the 

practical application of new ideas in an effective manner and in conjunction with the 

objectives of a firm to come up with new products, methods or change (Kuratko, 1994). 

 

Schumpeter (1934) avers that innovation is the search for creative, unusual or novel solutions 

to problems, which take the form of new products or processes being introduced in a firm. He 

further avers that innovation is the introduction of new ways to solve customers’ problems that 

benefit both the customer and the firm. It involves initiation of processes through which 

entrepreneurs create, increase wealth by trying new ways and introducing radical changes in 

the products to eliminate wastages and inefficiencies, reduce cost of inputs, and increase profits 

(Lumpkin & Dess, 2000).  
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Product Innovativeness is viewed from: industry-level, which consist of technological, 

market discontinuity; firm-level, which consist of technical and marketing know-how 

newness, which are further considered as the macro (industry) and micro (firm) indicators of 

overall product innovativeness. The industry-level and firm-level innovativeness influences 

new customer to opt for a firm’s products. Product innovativeness is further viewed from a 

firm and customer perspectives. The firm perspective includes, familiarity with technical and 

marketing environments; and fit with technical and marketing resources. The customer 

perspective consists of, product attributes, adoption risk, and requirements for behavioural 

change. Product innovativeness is used to describe a firm’s fitness or characteristics as a 

function of the extent to which an existing firm’s resources and capabilities are used to 

develop the marketing and technical aspects necessary for new product development (Covin 

and Slevin, 1989). Knight (1997) avers that, product innovativeness is the degree to which a 

product is superior to that of competing products, product innovation occurs with the aim of 

making a competitive product, this advantage may stem from the innovativeness of a product. 

 

2.1.2 Process Innovativeness 

 

According to Venkataraman (1989) process innovation involves introduction of new 

processes, products and services to capitalize on market opportunities as an element of market 

pro-activeness. It is considered as a firm’s tendency to engage in and support new ideas, 

novelty, experimentation, and creative processes that are likely to result in new products and 

services being introduced in the market (Wang, 2008). 

  

Process innovativeness is considered as an organization's capabilities to marshal, integrate, 

and leverage organizational resources to improve or create new processes. According to 

Mosey (2005), existing studies focusing on new product development suggest that, product 

innovation activities are the cornerstone of better-performing companies, and those with 

aggressive growth ambitions. Mosey (2005) further posits that, manufacturing firms which 

repeatedly introduce innovative new products, end up opening up new market niches, which 

is essential to their survival.  This is achieved through modern apprenticeships, student 

placement and school visits, which is a trait of an innovative manufacturing firm in general 

(Mosey, 2005). According to Luo (1999), studies have demonstrated that manufacturing 

firms operating under the moderating influence of regional integration were better able to 

innovate than those not operating under the moderating influence of regional integration, 

which is achieved mostly through clusters and networking. 

 

According to Knight (1997) process innovativeness, refers to the creative or unique solutions 

for the threats that a manufacturing firm encounters. Through process innovativeness, 

manufacturing firms gain competitive superiority by producing very ordinary and standard 

products in very high innovative processes, which provide the advantage of low cost, rapid 

production, faster distribution, more quality and better customer services. 
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2.1.3 Technological Innovativeness 

Technological Innovation is a dynamic network of agents interacting in a specific economic 

or industrial area, under an institutional infrastructure involved in the generation, diffusion, 

and utilization of technology in a sector (Covin & Slevin, 1991). It is concerned with 

elevating a manufacturing firm to have competitive advantage over competitors by 

stimulating dynamic knowledge flows to create new business opportunities, and adopt 

modern techniques of operations ahead of competitors (Pearce & Robinson, 2007). The 

search for creative, unusual or novel solutions to the manufacturing firm’s operations by 

introducing technological innovativeness is what distinguishes successful entrepreneurs from 

others (Adegbite, et al, 2006).  

 

According to Dess et al. (1997), technology Innovativeness focuses primarily on product and 

process development, engineering, research and development, technical expertise and industry 

knowledge. Innovation is commonly viewed as creativity, which is considered the creation of 

new ideas and knowledge. However, it is recognized that new ideas do not add value or 

contribute to entrepreneurship or businesses until people un-shelf the new ideas from the 

laboratory, implement them, and generate values to customers. Mosey (2005) avers that, a 

good new idea means little except risk, without excellence in execution.  

Technology innovativeness is a measure of the degree of radically adopted innovations, 

relative advantage of adopted innovations and number of adopted innovations. It is also 

measured in terms of number of innovation adoptions, time of innovation adoptions and 

consistency of innovation adoptions. Therefore, it is clear that innovative firms or 

organizations are those that exhibit innovative behaviour which is consistent over time. 

 

2.1.4 Management Proclivity for Risk-Taking 

 

Firms would like to become entrepreneurial. In order to do this requires a high level of drive 

and energy; enough self-confidence to take carefully calculated, moderate risks (Knight, 1997). 

According to Zahra (2000), success of firm performance often equates to the level of 

risk-taking engaged. The word risk commonly stirs negative connotations and sends thoughts 

of dwelling on potential failure, even disaster. However, the more we become complacent and 

comfortable in our lives, the more we tend to avoid risk. However, for the rest of enterprising 

manufacturing firms wanting to enhance their performance, risk-taking is a necessity for 

growth and survival of enterprises. In taking risks, there is the potential for significant returns 

on performance of manufacturing firms, beyond that, there is a stimulation of creativity, 

innovation, increase in competence and improved performance (Miller and Friesen, 1984). 

  

Risk-taking is the willingness to commit significant resources to opportunities having a 

reasonable chance of costly failure. These risks are typically manageable and calculated 

(Covin & Slevin, 1991). A high propensity to take calculated risks is considered important to 

the firm’s management; hence, a successful entrepreneur’s attribute to their success in 

business is dependent on their ability to take calculated chance or risk. The more risk-averse a 

firm’s management is, the more they do not enhance their performance, while the less 
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risk-averse a manufacturing firm’s management is, the better  as they become entrepreneurs 

and enhance their performance. Schumpeter (1934) avers that, entrepreneurs only take 

calculated risks, as their propensity for risk-taking is tempered by sound business judgment, 

precluding risk-taking in the extreme. They attempt to minimize risks by remaining focused 

on the opportunity and enhanced performance. 

 

Firms which are risk tolerant and innovative, have characteristics which eliminate traditional 

authoritarian, hierarchical structures that inhibit their performance (Ireland & Sexton, 2001). 

A risk-tolerant and innovative orientation means that, firm managers encourage new ways of 

thinking, tolerate mistakes, and reward new ideas that contribute to innovation and enhanced 

business performance. They promote a sense of open-mindedness, since individuals are 

neither constrained within a frame of thinking nor punished for making mistakes. The 

breakdown of traditional authoritarian and hierarchical structures also brings about firm’s 

communications that facilitate the development of a shared vision (Miller & Friesen, 1983). 

  

Entrepreneurs with innovativeness, risk-taking traits, focus more on opportunities which play 

a critical role in the change and development of manufacturing firms. Therefore, 

entrepreneurs with these qualities are important to manufacturing firms. The entrepreneurs 

can take calculated risks and produce creative and innovative solutions to problems, whereas 

their manufacturing firms can become change oriented and have room for development. 

However, it is recognized that, enhanced firm performance cannot be achieved without 

willingness, effort, and courage of the entrepreneurs. It is critical for manufacturing firms 

operating under regional integration context to adopt calculated risk characteristics in order to 

enhance their manufacturing firm performance (Knight, 1997).  

 

2.1.5 Pro-active Competitive Posture 

 

Pro-active competitive posture refers to how a firm anticipates and acts on future needs, by 

seeking new opportunities which may or may not be related to the present line of operations. It 

is considered as the introduction of new products and brands ahead of competition, by 

eliminating operations which are in their mature or declining stages of life cycle 

(Venkataraman, 1989). Adegbite, et.al (2007) avers that, pro-active competitive posture is the 

implementation and bringing an entrepreneurial concept to fruition, involves perseverance, 

adaptability and a willingness to assume responsibility for failure. It ensures success while 

coping with competitive forces of threats of new entrants, threats of substitute products, 

bargaining power of consumers, rivalry among competitors, and bargaining power of 

suppliers. 

  

Pro-active competitive posture is the strategic advantage one manufacturing firm has over its 

rival firms within its competitive industry. Achieving competitive posture strengthens the 

manufacturing firm and positions a firm better within the business environment. Competitive 

advantage occurs when an organization acquires or develops an attribute or combination of 

attributes that allows it to outperform its competitors. These attributes include access to inputs 
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used in the manufacturing process, access to markets for the firm’s products and services, 

access to highly trained and skilled personnel human resources or new technologies such as 

robotics and information technology, which are important to manufacturing firms operating 

under regional integration (Knight, 1997). 

 

3. Main Objective 

 

The main objective of the study was to establish the influence of Entrepreneurial Orientation 

on performance of Kenya’s manufacturing firms operating under the moderating influence of 

EAC regional integration. 

 

3.1 Specific Objectives 

 

1. To establish the level of adoption of Entrepreneurial Orientation (EO) by Kenya’s 

manufacturing firms operating under the moderating influence of East African 

Community (EAC) regional integration. 

  

2. To determine the significance of East African Community (EAC) regional 

integration in moderating EO on performance of Kenya’s manufacturing firms. 

 

3. To establish the significance of adoption of Entrepreneurial Orientation on 

performance of Kenya’s manufacturing firms operating under the moderating 

influence of EAC regional integration. 

 

3.2 Conceptual Framework 

 

The study’s conceptual framework was anchored on entrepreneurial orientation as an 

independent variable, EAC regional integration as a moderating variable and Firm 

Performance as the dependent variable as depicted in fig. 1 below. 

Ent repreneuri al  O ri entat i on ( EO)

 Pr oduct  I nnovat iveness

 Pr ocess  I nnovati veness

 Technol ogi cal  Innovati veness
 Managem ent  procl ivit y f or r isk 

t aki ng

 Pr o- act i ve competi ti ve pos tur e

Regi onal  Int egrat i on

( Expanded Mar ket )

Perf orm ance of  
Manufacturi ng Fi rm

 Sal es

 Pr of i t

 Em pl oyees

I ndependent Var iable Moder at i ngVari able Dependent Var iable

Fig 1. Influence of EO on Firm Performance 

Source: Conceptual Model adapted from Knight (1997)  
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According to Fig. 1 above, the conceptual framework provides a foundation upon which 

deepening of understanding on how Entrepreneurial Orientation influences performance of 

manufacturing firms under the moderating influence of regional integration was undertaken.  

 

4. Research Questions 

 

1. What is the level of adoption of Entrepreneurial Orientation (EO) by Kenya’s 

manufacturing firms operating under the moderating influence of East African 

Community (EAC) regional integration?  

2. What is the significance of the East African Community (EAC) regional integration as a 

moderator of Entrepreneurial Orientation and Strategy on performance of Kenya’s 

manufacturing firms?  

3. Is there a significant relationship between performance of manufacturing firms in Kenya 

and adoption of Entrepreneurial Orientation and Strategy for manufacturing firms 

operating under the moderating influence of EAC regional integration? 

 

5.  Research Methodology 

 

The study adopted both quantitative and qualitative exploratory research design. Quantitative 

research design focused on the designs, techniques and measures that produced discreet 

numerical or quantifiable data (Kothari, 2007). Further, quantitative approach was strongly 

linked to answering research questions, which were directly linked to specific objectives of the 

study. 

 

Qualitative approaches were useful in enhancing understanding of social constructs and 

meanings as alluded to by Kothari, (2007); and Saunders et al, (2003), in which qualitative 

approach seeks to explain constructs and phenomena that are not statistically significant or 

quantitative in nature and is a good tool for analysing social scenarios that are characterized by 

qualitative factors. 

  

Both approaches were used to determine the level of influence of Entrepreneurial Orientation 

on the performance of manufacturing firms in Kenya operating under the moderating influence 

of EAC regional integration.  The first step involved determining the level of adoption of the 

entrepreneurial orientation by the manufacturing firms in Kenya, followed by ranking 

(considered as weights) of the different aspects of EO in terms of perceived influence by the 

respondents. Finally, an analysis of the collected data was undertaken to determine the findings 

on the level of influence and significance of Entrepreneurial Orientation, on manufacturing 

firms in Kenya operating under the moderating influence of the East African Community 

(EAC) regional integration. 

 

The research study was undertaken on manufacturing firms in Nairobi and surrounding area, 

where 525 of the 698 of the manufacturing firms registered with the Kenya Association of 
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Manufacturers (KAM) are located. Further, 5 sub-sectors were identified based on their high 

export potential and greater potential to enhance performance within the EAC regional 

integration area. The subsector contributed 69% of the total percentage export earnings in the 

manufacturing export earnings in the year 2004, and a  percentage export earnings of 8% and 

above in 2004  (KAM, 2006). The sub-sectors were Food, Beverages and Tobacco; Metal and 

Allied; Building, Construction and Mining; Chemical and Allied; and Leather Products and 

Footwear. The sample for the study was identified by use of Purposive Sampling and Simple 

Random Sampling techniques. A sample size of 138 was recommended for the study which 

was based on sample size determination formula, however, 150 manufacturing firms 

responded to the study after 180 questionnaires were sent out.  

 

6. Research Findings and Discussions 

 

6.1 Empirical Research Findings on the adoption level of EO 

 

The table 1 below is a presentation of the findings on the level of adoption of EO.  

 

Table 1.  Adoption level of Entrepreneurial Orientation  

 

 

Never Rarely Sometimes Usually 

Always to the 

max level Total 

Count 

Total 

% Strategy Count % Count % Count % Count % Count % 

Product 

innovation 
7 4.7 4 2.7 17 11.5 36 24.3 84 56.8 148 100 

Process 

Innovation 
4 2.7 12 8.1 7 4.7 55 37.2 70 47.3 148 100 

Technological 

innovativeness 
3 2 8 5.4 22 15 52 35.4 62 42.2 147 100 

Management 

risk taking 
8 5.5 28 19 33 22.6 46 31.5 31 21.2 146 100 

Competition 

strategy 
20 13.6 7 4.8 33 22.4 43 29.3 44 29.9 147 100 

Total 42 28.5 59 40 112 76.2 232 157.7 291 197.4 736 500 

100% 
 

5.7 
 

8 
 

15.24 
 

31.54 
 

39.48 
 

100 

Source: Author 

From the result findings presented in table 1 above, it was observed that the adoption level of 

Entrepreneurial Orientation (EO) by manufacturing firms in Kenya, based on a scale of  

Never, Rarely, Sometimes, Usually and Always to the Maximum level. The findings reveal 

that 71.02% of all respondents indicated that they had adopted EO in their manufacturing 
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firms, while 13.7% have rarely or never adopted EO in their manufacturing firms, with 

15.24% of the respondents adopting EO sometimes. The findings demonstrate that a majority 

of manufacturing firms under study had adopted EO in their manufacturing firms, thereby 

confirming the perceived important role EO plays in enhancing manufacturing firm’s 

competitiveness while operating under a regional integration context. The study findings also 

reveal that 84.5% of the respondents had adopted Process Innovation usually and always to 

the maximum. This is the highest adopted strategy within EO as the findings indicate.  The 

study findings further revealed that a majority of respondents constituting 56.8% adopted 

Product Innovation always to the maximum level, while Management risk taking at 21.2% is 

the least always adopted strategy to the maximum level. 

   

This, therefore, confirms that product innovation is greatly valued by Kenya’s manufacturing 

firms as the best strategy for them to become or remain competitive among competitors 

within the East African regional integration. The important role Product innovation plays in 

enhancing manufacturing firm competitiveness within a regional integration regime is 

confirmed by Wang, 2008, who avers that Product Innovation involves introduction of new 

products and services to capitalize on market opportunities as an element of market 

pro-activeness, and firm’s tendency to engage in and support new ideas, novelty, 

experimentation, and creativity that results in new products and services.  

  

The study further sought to find out how Kenya’s manufacturing firms perceived the influence 

of different strategies of EO by ranking them. The ranking of the different strategies within the 

EO was to enable an in-depth understanding of whether the perceived ranking of the different 

strategies was consistent with the perceived level of adoption of EO. This aspect of analysis 

was confined to manufacturing firms which were directly involved in the EAC regional 

integration (RI=Yes) as presented in table 2 below:- 

 

Table 2 Adoption and Ranking of Entrepreneurial Orientation (RI=Yes)  

Adoption of EO Ranking of EO 

Strategy  N Min Max Mean 

Std. 

Deviation Rank Min Max Mean 

Std. 

Deviation 

Product 

innovation 
108 1 5 4.31 1.063 1 1 5 4 1.223 

Process 

Innovation 
108 1 5 4.3 0.92 2 1 5 3.82 1.053 

Technological 

innovativeness 
108 1 5 4.24 0.91 3 1 5 3.4 1.115 

Management 

risk taking 
108 1 5 3.51 1.123 4 1 5 1.99 1.145 

Competition 

strategy 
108 1 5 3.73 1.233 5 1 5 2 1.032 
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a. RI = Yes a. RI = Yes 

Source: Author 

Table 2 above presents the findings of the perceived level of adoption of EO by respondents 

and their ranking of the various EO strategies to confirm or disagree with their perceived 

choice of EO strategies which is most adopted by Kenya’s manufacturing firms operating 

within the EAC regional integration. From findings presented in table 2 above, it is revealed 

that a majority of respondents indicated that Product Innovation is the most adopted strategy of 

EO with a Mean value of 4.31 and Standard Deviation value of 1.063, while Management Risk 

Taking is perceived to be the least adopted strategy with a Mean Value of 3.51 and Standard 

Deviation of 1.123. The findings also reveal that respondents ranked Product Innovation as the 

most perceived adopted EO strategy with a Mean value of 4.0 and Standard Deviation of 

1.1223, while the least ranked strategy was Management Risk Taking with a Mean value of 

1.99 and Standard Deviation of 1.145. Therefore, the perceived level of adoption of the 

different strategies is consistent with the rankings of the different strategies of EO by the 

respondents.  

 

Table 3.  Adoption of EO for Firms where RI=Yes and RI=No 

Source: Author 

The findings in table 3 above reveals that Kenya’s manufacturing firms which are integrated or 

involved in the EAC regional integration trade (RI=Yes) numbering 108 perceive adoption of 

Product Innovation as the most influential strategy among the EO strategies with a Mean level 

of 4.31 and Standard Deviation of 1.063, while they perceive adoption of Management Risk 

Taking as of minimal influence at Mean level of 3.51 and Standard Deviation of 1.123. 

However, firms which are not involved in EAC regional integration (RI=No) trade numbering 

Strategy  N Min 

 RI = 

Yes to 

Max Mean 

Std. 

Deviation N Min 

RI = 

No to 

Max Mean 

Std. 

Deviation 

Product 

innovation  108 1 5 4.31 1.063 35 1 5 4.11 1.105 

Process 

Innovation  108 1 5 4.3 0.92 35 1 5 3.71 1.25 

Technological 

innovativeness  108 1 5 4.24 0.91 35 1 5 3.74 1.039 

Management 

risk taking  108 1 5 3.51 1.123 35 1 5 3.17 1.361 

Competition 

strategy  108 1 5 3.73 1.233 35 1 5 3.03 1.543 

a. RI = Yes a. RI = No 
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35 also perceive adoption of Product Innovation as important for manufacturing firms, with a 

Mean level of  4.11 and Standard Deviation of 1.105. This Mean level of 4.11 is much lower 

than those involved in regional trade, which has a Mean level of 4.31. The findings were based 

upon the understanding that East Africa Community (EAC) is a regional integration area and 

acts as a moderating variable under the study, further, the measures were under a scale of 

minimum 1 to a maximum scale of 5 as depicted in the table above. 

 

By  using  stepwise regression for a single variable to analyse Entrepreneurial Orientation 

(EO) on performance of Manufacturing Firms in terms of Sales (Ys) and further application of  

Analysis of Variance (ANOVA) F-test yielded the result as presented in table 4 below: 

 

Table 4.  Stepwise regression of EO on  

Source: Author 

From table 4 above, it is noted that when Entrepreneurial Orientation (EO) was used as a 

predictor on dependent variable , and a comparison made between manufacturing firms 

which were active participants  in the regional integration or integrated (RI=Yes) compared to 

those manufacturing firms which were not active participants in the regional integration or not 

integrated (RI=No), the result shows that manufacturing firms which were integrated (RI=Yes) 

were significantly influenced by regional integration at the level of r=5.744,  p-value=0.018 

which is less than 0.05 level of significance. Hence, firm performance measured in terms of 

 is greatly influenced by manufacturing firms which adopted Entrepreneurial Orientation 

(EO) and operating under regional integration. On the other hand, the results reveal that firms 

which are not participants in regional integration (RI=No) have less influence on the firms 

performance at the level of r=0.783, p-value=0.382 which is not significant at 0.05 level of 

significance. 

 

7. Conclusion  

 

ANOVA 

Regional 

Integration Model 

Sum of 

Squares df Mean Square F Sig. 

No 1 Regression 1930.688 1 1930.688 .783 .382
a
 

Residual 91229.264 37 2465.656   

Total 93159.952 38    

Yes 1 Regression 13504.167 1 13504.167 5.744 .018
a
 

Residual 242160.924 103 2351.077   

Total 255665.091 104    

a. Predictors: (Constant), EO     

b. Dependent Variable: Ys     
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The conclusions presented are drawn from the study findings and summary to the objectives 

of the study as here below:- 

 

7.1 Level of adoption of Entrepreneurial Orientation (EO) 

  

Arising from the study findings, it is confirmed that there exists a very high level of adoption of 

Entrepreneurial Orientation (EO) among Kenya’s manufacturing firms operating under the 

moderating influence of East Africa Community (EAC) regional integration. The level of 

adoption of EO among Kenya’s manufacturing firms is at 71.02%. Among the different 

strategies comprising of EO, Product Innovation was the highest perceived strategy adopted 

and ranked strategy by Kenya’s manufacturing firms operating under EAC regional 

integration. It is, therefore, important that Kenya’s manufacturing firms which operate or 

intend to operate within the EAC regional integration to adopt EO and more particularly if they 

want to enhance the performance of their manufacturing firms in terms of Sales (Ys). This also 

confirms the findings of studies undertaken by Knight, 1997; Wang, 2008 that EO has a 

positive correlation between entrepreneurship and firm performance under regional integration 

context, as is the case with Kenya’s manufacturing firms operating under the moderating 

influence of EAC regional integration. 

  

7.2  Significance of EAC regional integration 

 

Regional integration has an important influence in the performance of manufacturing firms 

within the confines of the region. This influence is not confined to regional integration regimes 

in other parts of the world, but also to the East African Community (EAC) as a regional 

integration regime. EAC regional integration regime influences performance of Kenya’s 

manufacturing firms greatly in terms Sales . EAC regional integration has provided a large 

market in terms of the increased population of consumers in the other countries, namely 

Burundi, Rwanda, Uganda and Tanzania besides Kenya, and therefore, its moderating 

influence in providing expanded markets is more reflected in the performance of Kenya’s 

manufacturing firms in terms of Sales, Profit and Employment respectively. For those 

manufacturing firms in Kenya which would like to enhance their performance, it is important 

to operate under the EAC regional integration regime to reap the benefits and, therefore, 

experience the significant influence of EAC regional integration regime. 

  

7.3  Significance of adoption of EO on firm Performance 

  

From the study findings and summary, it is conclusive that performance of Kenya’s 

manufacturing firms is significantly influenced by the adoption of EO for Kenya’s 

manufacturing firms which operate under the moderating influence of EAC regional 

integration. The significance of adopting entrepreneurial orientation on performance of 

manufacturing firms is very strong when performance of manufacturing firms is measured in 

terms of Sales , followed by Profit , and less significant when measured in terms of 
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Employment . It is, therefore, important for Kenya’s manufacturing firms desirous of 

enhancing their performance under the moderating influence of EAC regional integration to 

adopt entrepreneurial orientation. 
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