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ABSTRACT 

The main study objective was to determine the impact of entrepreneurial orientation and 

macro environment on the relationship between competitive strategy drivers and 

performance of
0
 manufacturing

0
 small

0
 and

0
 medium

0
enterprises (SMEs) in

0
 Nairobi

0
 

City
0
 County

0
 in

0
Kenya. SMEs

0
are critical players in most economies, the world over. 

They provide synergies within economies through creation of job opportunities and 

provision of market linkages, boost government revenue and support wealth creation 

among many entrepreneurs. With evidence indicating limited studies seeking and 

providing answers on how competitive
0
strategy

0
drivers

0
influence

0
 performance

0
 of

0
 

manufacturing
0
SMEs, this gap influenced the need for this research study. The resource-

based theory was the overarching theory in this research study supported by game theory, 

open systems theory, dynamic capability theory and the resource-dependency theory. 

These theories helped articulate the variables in this study by providing a comprehensive 

framework
0
 for

0
 

examining
0
the

0
link

0
between

0
the

0
research

0
variables.A

0
crosssectional

0
survey

0
was

0
done

0
co

vering 334 manufacturing
0
 SMEs in Nairobi City County. Data collection as through 

structured questionnaires distributed to business owners or senior managers in the 

participating firms which yielded 89.82 percent rate of response. Both descriptive and 

inferential measurements were utilized to analyze collected data. Pearson correlation
0
 

coefficient
0
 was

0
 used

0
 to

0
 measure

0
 the

0
 direction

0
 and

0
 magnitude

0
 of

0
 the

0
 relationship

0
 

between
0
 the

0
 study

0
variables. Hypotheses were formulated from the specific objectives 

of the study. Simple regression
0
 analysis

0
 was

0
 used

0
 to

0
 test

0
 for

0
 the

0
 direct

0
 

relationship
0
between

0
the

0
study‟s

0
variables

0
while

0
the

0
moderating

0
effect

0
was

0
tested

0
using

0
stepwise regression

0
analysis. The

0
intervening influence was tested using path analysis 

and the joint effect was tested through multiple regression technique. The study 

hypotheses were all supported. The study found that
0
 the

0
 three

0
 competitive

0
 strategy

0
 

drivers
0
namely, the

0
 environment-based

0
drivers, and resource-based

0
 drivers

0
 and

0
 the

0
 

hybrid
0
 strategy

0
 drivers

0
 had

0
 significant

0
 impact

0
 on

0
 performance

0
 of

0
 

manufacturing
0
SMEs. It was also noted that firm performance was significantly and 

positively influenced by entrepreneurial orientation illustrated by the degree at which the 

manufacturing SMEs innovates, takes risks, proactively pursues market opportunities and 

adopts competitive aggressiveness. Macro environment demonstrated significant 

moderating effect in the relationship
0
 between

0
 competitive

0
 strategy

0
 drivers

0
 and

0
 

performance
0
 of

0
 the

0
 manufacturing

0
SMEs. The

0
study also generated an integrated 

model that examined the joint effect of the study variable which positively influenced 

performance
0
 of

0
 the

0
 manufacturing

0
 SMEs

0
collectively. The

0
 study

0
 concluded

0
 that

0
 

performance
0
 of

0
 manufacturing

0
 SMEs

0
 are influenced by competitive strategy drivers, 

macro environment and entrepreneurial orientation. The results support resource-based 

theory, game theory, open system theory and dynamic capabilities theory. The study 

results offered direction for policy guidelines touching on manufacturing SMEs 

operations and enable business owners and managers employ appropriate strategies in 

their business operations.  



1 
 

CHAPTER ONE  

INTRODUCTION 

1.1 Background of the Study 

Performance of Small
1
 and

1
 Medium

1
Enterprises (SMEs) remains particularly important 

especially when it comes to practicing entrepreneurship as well as undertaking research 

in the same. SMEs
1
 are

1
 key

1
 drivers

1
 to

1
 successful

1
 economic

1
 growth. They 

support
1
innovations, creation

1
 of

1
 employment

1
opportunities, perfecting

1
 of

1
 

entrepreneurship
1
 skills

1
 and

1
 supporting

1
 social

1
integration (Dahmen & Rodriguez, 

2014)   Universally, it is agreed that SMEs
1
 enhance economic

1
 growth

1
 across

1
 

economies the world over hence the need to safeguard their performance so that 

economic
1
development can be sustained (Sidik, 2012). 

 

One
1
 of

1
 the

1
 ways

1
 through

1
 which

1
 performance

1
 can

1
 be

1
 best

1
 achieved

1
 is

1
 through

1
 

the
1
 adoption

1
 of

1
 a

1
 combination

1
 of

1
competitive strategy drivers (Gómez, 2006). It is 

therefore expected that owners and managers of these enterprises should maximize 

wealth not only to the owners but also to the society and other stakeholders. There exists 

a strong correlation between
1
 competitive

1
 strategy

1
 drivers

1
 and

1
 firm

1
performance 

(Kristiansen, Furuholt & Wahid, 2003).  

 

Nevertheless, the impact of competitive strategy drivers on organization performance 

ought to be evaluated on the foundation of the organization‟s macro environment and the 

entrepreneurial aspects adopted by the owners or managers of firms.  Accurate 

information from the macro environments enables organizations to undertake effective 



2 
 

entrepreneurial orientation aspects and also evaluate competitive strategic models that 

can cope with the usual turbulent business environments that help develop winning 

strategies (Peng, Wang, & Jiang, 2008) 

 

This study is anchored on Resource-Based Theory and supported by game theory, open 

systems theory, and dynamic capabilities theory, all of which provide a framework for 

examining the relationship between competitive strategy drivers, entrepreneurial 

orientation, macro environment, and sme business performance. The resource-based view 

(RBV) claims that a company's substantial pool of resources provides a constant 

competitive advantage (Barney, 1991). 

 

In the open business environment, the behaviors of competing organizations influence 

each other in their quest to command a superior market share, thus game theory is the 

science of strategy that involves rational decision-making of self-sufficiency and with 

competing actors in a strategic setup (Netessine & Shumsky, 2001). According to Ansoff 

and McDonell (1990), the theory proposes that any alterations in business entities‟ macro 

environ influence their company‟s undertakings, since firm entities are notably reliant on 

the environment.  

 

On the other hand, the dynamic capability theory describes firm‟s innovativeness and 

responsiveness to macro environment dynamics influence through firms‟ entrepreneurial 

agilities to make them adapt to their current market (Barreto, 2010; Di Stefano, Peteraf & 

Verona, 2010). Resource
1
 dependence

1
 theory

1
 of

1
 entrepreneurship

1
 articulates

1
 how

1
 



3 
 

external
1
 resources

1
 of

1
 organizations

1
 impact

1
 the

1
 behavior

1
 of

1
organizations. Pfeffer

1
 

and
1
Salancik (1978) proposed

1
 the

1
 resource

1
 dependency

1
 theory

1
 as

1
 a

1
 way

1
 to

1
 

explain
1
 the

1
 behavior

1
 of

1
 organizations

1
 by

1
 looking

1
 at the

1
 contexts

1
 within

1
 which

1
 

they
1
function. Consequently, these theories present a basis for articulating the 

interconnection between the variables in the research. 

 

Performance
1
 of

1
 manufacturing

1
 SMEs

1
 has

1
 become

1
 an

1
 area

1
 of

1
 interest

1
 especially

1
 

in
1
 a

1
 country

1
 like

1
 Kenya

1
 simply

1
 because

1
 of

1
 the

1
 significant

1
 role

1
 that

1
 they

1
 play

1
 

in
1
 stimulating

1
 economic

1
development. The

1
 Kenyan

1
 government

1
 has

1
 mainstreamed

1
 

a
1
 number

1
 of

1
 initiatives

1
 through

1
 its

1
 agencies

1
 to

1
 support

1
 manufacturing

1
 

SMEs
1
growth. These

1
 agencies

1
 include

1
 the

1
 Micro

1
 and

1
 Small

1
 Enterprises

1
Authority 

(MSEA), the
1
 Kenya

1
 Association

1
 of

1
Manufacturers (KAM) and

1
 the

1
 Ministry

1
 of

1
 

Industrialization
1
 and

1
 Enterprise

1
Development.  

 

Such bodies offer manufacturing SMEs with solutions to deal with challenges that they 

encounter in their operations by creating avenues for capital mobilizations, operational 

efficiencies, access to domestic, regional and international markets, including negotiating 

consensual ties with several multilateral trade players and also economic blocs. 

Manufacturing SME‟s performance is largely a function of how entrepreneurs choose 

strategies that work with their respective macro environmental conditions. 
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Studies that linked macro environment, competitive strategy entrepreneurial 

configuration with organizational performance relative to manufacturing SMEs in 

Nairobi City County are very limited. Nairobi City County commands the highest 

concentration of Manufacturing SMEs that consequently provide a minimum of 25% of 

all the job opportunities within manufacturing industry (KNBS, 2013). Scholars may 

have shied away from studying and constructively linking the aforementioned variables. 

Particularly how entrepreneurial orientations have
1
 influenced

1
performance

1
 of

1
 these

1
 

SMEs
1
 through

1
 selection

1
 of

1
appropriate

1
competitive

1
 strategy

1
 drivers

1
 in

1
 the

1
 

prevailing
1
environmental

1
 conditions

1
 geared

1
 towards

1
 improved

1
performance.  

 

1.1.1 Competitive Strategy Drivers 

Competitive strategy refers to deliberately
1
 choosing

1
 different

1
 set

1
 of

1
 activities

1
 that

1
 

form
1
 the

1
 basis

1
 of

1
 competitive

1
 advantage

1
 to

1
 deliver

1
 a

1
 unique

1
 mix

1
 of

1
value 

(Porter, 1996). Competitive
1
 strategy

1
 drivers

1
 are

1
 forces

1
 that

1
 shape

1
 an

1
 

organization
1
strategy. Competitive

1
 strategy

1
 drivers

1
 ought

1
 to

1
 be

1
 aligned

1
to an 

organization‟s long-term plan in an endeavor to improve and consolidate a more superior 

market share and by extension a possible long-lasting profitability (Peteraf, 1993). 

Competitive strategy drivers are meant to offer advantages over competitors. Pulaj, Kume 

and Cipi (2015) emphasized the essence of strategy drivers in determining strategic 

objectives, implementing clear paths of actions and aligning resources required for 

achieving the desired firm objectives. Justinian (2015) refers to strategy drivers as the 

firm‟s blueprint of planned strategic activities that are aimed at achieving sustainable 

competitive advantage applicable to their respective macro environments. 
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Competitive strategy drivers vary according to firms‟ internal and external factors. 

Competitive
1
 strategy

1
 drivers

1
 in

1
 this

1
 study

1
 are

1
 categorized

1
 into

1
 three

1
 

main
1
strategic

1
 drivers

1
 namely

1
 the

1
 environmental

1
 based

1
 strategy

1
drivers, resource

1
 

based
1
 strategy

1
 drivers

1
 and

1
 hybrid

1
 strategy

1
drivers. The

1
 environment-based

1
 strategy

1
 

drivers
1
 are

1
 explained

1
 using

1
 porter‟s

1
 generic

1
 strategies

1
 of

1
cost leadership, 

differentiation
1
 and

1
focus. Shigang (2010) noted that Porter‟s framework as a principal 

tool when analyzing policies of enterprises. Resource-based strategy drivers revolve 

around possession of strategic resources which provide organizations with strategic 

opportunities that help them develop competitive advantages over their rivals (Barney, 

1991).  Generally, firms‟ resources include firm physical assets, Human Resources, 

capabilities, organizational
1
processes, firm

1
attributes, and 

information
1
and

1
also

1
knowledge

1
 controlled

1
 by

1
 a

1
 firm

1
 that

1
 enable

1
 the

1
 firm

1
 to

1
 

conceive
1
 of

1
 and

1
 implement

1
 strategies.  

 

A resource is deemed to be strategic if it is valuable, scarce, difficult to imitate, un 

substituted. Strategic resources are valuable if there is a relatively high cost of acquiring 

them or they are simply scarce (Chi, 1994). The hybrid
1
 strategy

1
 drivers

1
 are

1
 

categorized
1
 as

1
 a

1
 blend

1
 of

1
 (i) low

1
 cost

1
 and

1
differentiation (ii) high cost and 

differentiation. The
1
 hybrid

1
strategy, variously referred to as mixed, dual, integrated, 

combination or blended strategy, is
1
 a

1
 more

1
 complex

1
 strategic

1
 driver

1
 compared

1
 to

1
 

generic
1
 strategic

1
 approaches

1
 because

1
 it

1
 involves

1
 a

1
 number

1
 of

1
 strategic

1
focuses. 

The idea was first argued for by Miller (1992), who indicated that a firm that
1
 

implements
1
 a

1
 hybrid

1
 strategic

1
 approach

1
 will

1
 benefit

1
 from

1
 a

1
non-
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imitation
1
advantage

1
as

1
compared

1
to

1
other

1
competitors

1
who

1
employ

1
pure

1
strategic 

approach.  

 

1.1.2 Entrepreneurial Orientation (EO) 

There are many ways in which entrepreneurial orientation has been defined by 

researchers.  According to Leitoa and Franco (2011), the behaviors of the entrepreneurs 

in the organization are driven by their practices which include entrepreneurial orientation. 

Researchers agree, however, that
1
 a

1
firm's

1
 level

1
of

1
entrepreneurship

1
 is

1
 determined

1
 by

1
 

how
1
 much

1
 it

1
innovates, takes

1
risks, and

1
 acts

1
dynamically. The latter is used to assess 

how well a company's dangers are managed.  

 

Numerous researchers have considered EO definition as similar to that of Leitoa and 

Franco (2011).  Chen, Du and Chen (2011) position is that the focus is more concentrated 

on proactivity and self-development and while being risk averse. Leitoa and Franco 

(2011) maintain that EO includes the following measurements: inventiveness, risk-taking, 

staying ahead of competition and practicing aggressiveness. Further, Nyasetia (2013) 

notes that EO implies the methodology, practices and essential administration practices 

within a firm that are guided by entrepreneurial customs. Going by Lumpkin and Dess 

(1996), EO has no critical or generally universally recognized ways as to how the EO 

development can or ought to be conceptualized. 

 

Many academics have previously been interested in the role of EO in businesses. 

Entrepreneurially oriented businesses are forward-thinking, risk-takers, who reach out to 
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markets before their opponents. EO is a company behavior that encourages a company to 

experiment, take chances, and be aggressive (Callaghan & Venter, 2011). Firms can use 

EO to innovate in new ways.  Firms can use EO to
1
 develop

1
 new

1
 products

1
 and

1
 make

1
 

significant
1
 modifications

1
 to

1
 existing

1
 processes

1
 and

1
products. Firms

1
 can

1
 use

1
 EO to

1
 

make
1
 uncertain

1
 and

1
 high risk investments

1
 and

1
 reach

1
 markets

1
 ahead

1
 of

1
competitors, 

resulting in large profits (Okeyo, Gathungu, & K‟Obonyo, 2016). EO is an important 

phenomenon that aids in the alignment of organizations with market demands. 

 

As a result, these variables could cause discrepancies in previous experiential 

investigations on the entrepreneurial orientation – firm performance relationship. Another 

possible reason for variances has been highlighted in previous investigations is the 

method of determining EO. While some research has viewed EO
1
 as

1
 a

1
 three-factor

1
 one-

dimensional
1
 model

1
 that

1
 includes

1
innovation, risk

1
taking, and

1
proactiveness, Machirori 

and Fatoki (2013) have taken a different approach of EO include creativity, risk-taking, 

proactivity, autonomy, and competitive aggressiveness. For the sake of this study, EO 

will be defined as creativity, proactiveness, risk appetite, and competitive aggressiveness. 

 

1.1.3 Macro Environment 

According
1
 to

1
Hitt, Ireland, and

1
Hoskisson (2011), a

1
 firm's

1
macro environment is a 

combination of
1
 business

1
 environmental

1
 elements

1
 that

1
 influence

1
 the

1
 

firm's
1
operations or

1
functioning. It‟s basis of limitations, contingencies, problems, and 

business possibilities that influence how businesses conduct their operations. According
1
 

to
1
Hitt, Ireland, and

1
Hoskisson (2011), a firm's macro environment is a combination of 
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business environmental
1
 elements

1
 that

1
 influence

1
 the

1
 firm's

1
 operations

1
 or

1
functioning. 

It is the source of limitations, contingencies, problems, and business possibilities that 

influence how businesses conduct their operations. 

The macro environment is important to SMEs because it provides chances for growth. In 

the
1
 macro

1
environment, risks and opportunities exist in the form of various threats and 

challenges that SMEs face. The risks are amplified by the complexity and dynamism of 

the environment, which can severely block SMEs' positive performance. Many variables 

make up the macro environment, according to Goll and Rasheed (2004), and
1
 

their
1
challenges

1
 in

1
 terms

1
 of

1
 numbers

1
 and

1
 dynamism

1
 in

1
 terms

1
 of

1
changes offer a 

severe risk to the success
1
 of

1
a firm's operations. The macro

1
 environment

1
 is

1
 also

1
 an

1
 

essential
1
 source

1
of resources

1
for businesses in their day-to-day

1
operations. 

 

Political,
 1

 Economic,
 1

 Social,
 1

 Technological,
 1

 Ecological,
 1

 and
1
 Legal

1
 

aspects
1
affecting manufacturing

1
SME enterprises were applied in this study to describe 

the macro environment. The macro environment's complexity has been recognized as a 

key element affecting enterprises in numerous previous studies (Gathungu, Aiko, & 

Machuki, 2014). The dynamic nature of today's macro environment will affect business 

operations hence SMEs should endeavor to align accordingly for them to survive. 

Manufacturing SMEs should always be cognizant of these dynamics for them to survive, 

as well as ensure the timing
1
 of

1
 their

1
operations

1
 and

1
 activities, and

1
 how

1
 to

1
 deal

1
 

with
1
environmental difficulties. To thrive in this ever-changing environment, companies 

must be adaptable (McMahon & Carr, 1999). 
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The amount to which government actions affect the economy has a political impact on 

the macro environment. Taxation policies, commerce, political stability as well as tariffs 

are examples of political factors. These considerations may also encompass commodities 

and services that the government desires or does not desire (Chen et al., 2011). The 

political context in the region or country where manufacturing SMEs operate has a 

stronger impact on their survival. As a market regulator, promoter, and planner, the 

government authorities play a key role. The current administration has a significant 

influence in determining the political environment and political stability, which is still an 

important element influencing the development of manufacturing SMEs (Gathungu & 

Baariu, 2018). Mindset championed by the ruling class has an impact on corporate 

operations. It's worth noting that the pro-business mentality enables for transactions like 

mergers, acquisitions, joint ventures, business allowances, and sourcing the SMEs 

involved in manufacturing. 

 

Technology and business dynamism are intertwined and interconnected. Technological
1
 

advancements
1
 create

1
 several

1
 new

1
 opportunities

1
 while

1
 also

1
 posing

1
 a

1
 threat

1
by 

rendering
1
 existing

1
 systems

1
obsolete. The

1
 demand

1
 for

1
 SME

1
 products

1
 and

1
services, 

as
1
 well

1
 as

1
 the

1
 manufacturing

1
 process

1
 and

1
 raw

1
materials, may

1
 be

1
 affected

1
 by

1
 

changing technologies. Research
1
 and

1
development, activity

1
automation, 

technology
1
incentives, and

1
 the

1
 rate

1
 of

1
 technological

1
 change

1
 are

1
 all

1
 

technical
1
aspects. These

1
 factors

1
can influence

1
 entrance

1
barriers, minimum

1
efficient 

production levels, and outsourcing decisions. Costs, quality, and innovation can all be 

affected by technological advancements. Technology advancements can either limit or 
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extend a company's options (Okeyo et al., 2016). Many new items will be introduced as a 

result of these developments, while many existing products will become outdated. 

 

The entire state of a country's economy is part of manufacturing SMEs macro 

environment. The
1
 environment-based

1
 strategy

1
 drivers

1
 are

1
 explained

1
 using

1
 porter‟s

1
 

generic
1
 strategies

1
 of

1
cost leadership, differentiation

1
 and

1
focus. Shigang (2010) noted 

that Porter‟s framework as a principal tool when analyzing policies of enterprises. 

Resource-based strategy drivers revolve around possession of strategic resources which 

provide organizations with strategic opportunities that help them develop competitive 

advantage over their rivals (Barney, 1991).  Generally, firms‟ resources include firm 

physical assets, Human Resources, capabilities, organizational
1
processes, firm

1
attributes, 

and information
1
and

1
also

1
knowledge

1
 controlled

1
 by

1
 a

1
 firm

1
 that

1
 enable

1
 the

1
 firm

1
 to

1
 

conceive
1
 of

1
 and

1
 implement

1
 strategies. A resource is deemed to be strategic if it is 

valuable, scarce, not easily imitable, and un-substitutable. Strategic resources are 

valuable if there is a relatively high cost of acquiring them or they are simply scarce (Chi, 

1994). The hybrid
1
 strategy

1
 drivers

1
 are

1
 categorized

1
 as

1
 a

1
 blend

1
 of

1
 low

1
 cost

1
 

and
1
differentiation. The

1
 hybrid

1
strategy, variously referred to as mixed, dual, integrated, 

combination or blended strategy, is
1
 a

1
 more

1
 complex

1
 strategic

1
 driver

1
 compared

1
 to

1
 

generic
1
 strategic

1
 approaches

1
 because

1
 it

1
 involves

1
 a

1
 number

1
 of

1
 strategic

1
focuses. 

 

Environmental generosity refers to shortage or abundance of basic assets by at least one 

venture working inside a domain (Castrogiovanni, 1991) and in this manner an essential 

variable that influences a company's activities. At the point when assets are bounteous, 
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undertakings would effectively survive, however, when they turn out to be rare, 

competitiveness would escalate influencing productivity, overall performance and firm 

slack (Porter, 1980). The dynamic and continuously changing environment in which 

businesses compete forces organizations' assessment and comprehension of the macro 

environment to play a significant role in strategic management.  

 

Though macro environment always impacts on manufacturing SMEs' performance, it will 

mostly be driven by firms capability to retort to uncertainties present in their respective 

environments. Macro environment provides SMEs with needed resources for them to 

achieve any success (Pfeffer & Salancik, 1978). Environmental dynamism is the severity
1
 

levels
1
 of

1
 changes

1
 in

1
 the

1
 macro

1
 environment

1
 and

1
 their

1
unpredictability (Goll& 

Rasheed, 2004). Unpredictability, instability, and
1
 fluid

1
 nature

1
 of

1
 macro

1
 environment

1
 

exert
1
 erratic

1
 changes

1
 to

1
organizations (Machuki & Aosa, 2011). Dynamism

1
 refers

1
 to

1
 

the
1
 rate

1
 at

1
 which

1
 market

1
 players

1
 like

1
 consumers

1
 and

1
 competitors

1
 change

1
 

and
1
innovate; also, it can be defined as the unpredictability and uncertainty of their 

activities and choices. The amount of resources available impacts whether or not a 

company can innovate and compete in the market place. Munificence, according to Goll 

and Rasheed (2004), is the ability of an environment to assist a firm's growth. 

 

How manufacturing SMEs function is also influenced by the legislative structure of a 

country or region. Legal factors include laws that govern the general operations of SMEs, 

such as labor management (Chen et al., 2011). These factors can have an impact on a 

company's operations, costs, and product demand. Environmental
1
 considerations

1
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include
1
 ecological

1
 and

1
 environmental

1
 features

1
 including

1
weather, climate, and

1
 

climate
1
change, which

1
 can

1
 have

1
 a

1
 significant

1
 impact

1
 on

1
 businesses

1
 like

1
tourism, 

agriculture, and
1
insurance (Castrogiovanni, 1991). Growing

1
 awareness

1
 of

1
 the

1
 

possible
1
 effects

1
 of

1
 climate

1
 change

1
 is

1
 changing

1
 how

1
 businesses

1
 function

1
 and

1
 the

1
 

products
1
 they

1
offer, creating

1
 new

1
 markets

1
 in

1
 the

1
process. 

 

1.1.4 Firm Performance 

Firm or company performance is a general term whose definition remains open, broad 

and varied. The lack of consensus on the definition firm performance has limited the 

possibility of having a generalized definition as many researchers have attempted in their 

own different ways (Navickas, Skackauskiene, & Navikaite, 2014). To simplify the 

understanding of business performance, According to Moullin (2003), it is necessary to 

develop indicators which can be quantifiable by identifying aspects of firm operations or 

objectives needing evaluation or improved on a regular basis, and of which end results 

facilitate the main outcomes at the year end.  Depending on the value, importance, and 

specific business circumstances, both financial and non-financial factors are included in 

these assessments. 

 

Firm performance refers to company's capacity to accomplish intended results in the form 

of market, financial and shareholder return, as measured against proposed yields and 

expected outcomes (Richard, Devinney, Yip, & Johnson, 2009). The discussion on 

business performance has been informed by a variety of theoretical ideas. The work of 

Penrose (1959), who hypothesized that business performance was significantly impacted 
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by the firm's resources and competences, gave rise to classical economic theory on firm 

performance. Her research paved the way for resource-based theory of business 

development (Barney, 1991; Dierickx & Cool, 1989; Rumelt, 1984). 

 

Resource-based theory argue that assets and other resources available to manufacturing 

SMEs are crucial in enabling them attain competitive edge (Peteraf & Barney, 2003). 

According to industrial economists, performance disparities between businesses can be 

explained by characteristics that are specific to both the company and the firm (Capon, 

Farley, & Hoenig, 1990). Porter (1979) pioneered management theories of business 

performance, arguing that the driving force of company performance is competitive 

strategy which is derived from the industry the company is operating in and the firm's 

position in the industry drives firm performance. It's also questionable how to evaluate a 

company's performance. 

 

Despite the fact that measuring company performance has sparked substantial debate, so 

yet, there is no agreement on performance processes. Common measurements of SME 

performance, on the other hand, include both monetary and non-monetary indicators. 

Benefit pointers such as ROA, equity and investments are examples of money-related 

markers. Operational efficiency, market share, staff turnover, entrepreneur happiness, and 

the firm's longevity are all non-financial procedures (Gentry & Vaidyanathan, 2010). 

Because the focus in many manufacturing SMEs is primarily on bottom-line 

performance, it makes more logical to monitor performance using indicators related to 

the tasks being performed. 
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These activities are usually classified as either financial or non-financial. Scholars who 

utilize the financial approach frequently utilize a combination of accounting metrics 

including sales turnover, profitability, earnings per share, and return on assets 

(Odhiambo, 2015). The rationale for this decision is based on finance theorists and 

practitioners who have frequently emphasized that the primary goal of manufacturing 

SMEs should be to maximize shareholder wealth. Kaplan and Norton's balanced score 

card (BSC) demonstrates the use of non-financial measures to judge corporate 

performance (2008). 

 

As a result, BSC has become one of the most extensively utilized performance 

measurement methods. Customer-related
1
 indicators

1
 such

1
 as

1
 loyalty

1
 and

1
 on-time 

delivery
1
 are

1
 included

1
 in

1
BSC, as

1
 are

1
 internal

1
 business

1
processes, quality

1
 and

1
 cycle-

time, and
1
 learning

1
 and

1
growth, particularly

1
 in

1
 employee

1
skills (Iveta, 2012). Kaplan

1
 

and
1
Norton (2008) stated

1
 that

1
 the

1
 value

1
 derived

1
 from

1
 intangible

1
 assets

1
 is

1
indirect 

when using BSC as a holistic measure of performance. Such assets like expertise and 

technology, for example, rarely have a direct impact on revenue or profit. However, their 

cause-and-effect linkages at two or more intermediary stages have an impact on financial 

results, thy will improve as these and other intangible assets improve (Kaplan, 2010) and, 

as a result, overall performance. These intangible measures include entrepreneur 

satisfaction, growth in employment and business longevity. 
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Manufacturing SMEs also employ financial measures to assess their performance. Some 

of the financial measures commonly used include return on investment (ROI), return on 

assets (ROA) and return on equity (ROE). The return on investment (ROI) is one of the 

most often used financial metrics for evaluating the financial outcomes of individual 

investments by shareholders. A high return on investment (ROI) indicates that the 

investment rewards outweigh the investment expense. In most cases, the return on 

investment (ROI) is computed by dividing the income by the investment. Kabiru (2016) 

opines that in business, the purpose of the ROI metric is to assess, in a given time frame, 

rates of return on resources invested in a profit run entity in order to decide whether or 

not to undertake an investment. To differentiate among the three financial measures ROI 

focuses on paid up capital and is individual investment specific. Manufacturing SMEs' 

performance was evaluated using both financial and non-financial measures in this study. 

ROI, ROE and ROA were utilized for financial indicators, whereas entrepreneurial 

satisfaction, growth in employment and business longevity were employed for non-

financial measures. 

 

1.1.5 Manufacturing Sector in Kenya 

Manufacturing industry has continued to perform an essential part in supporting 

economic development around the world by driving and maintaining high productivity 

growth, expanding employment prospects for semi-skilled labor, and improving country 

competitiveness through exports. Few countries have been able to industrialize and 

prosper without the manufacturing sector playing a significant role. Kenya, like many 

other developing countries, has struggled to create a strong manufacturing sector, relying 
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instead on agriculture and services to drive growth (KAM, 2017). The manufacturing 

industry is that which consists of processing of raw materials, and restoring of 

manufactured products (Agus, 2000). KIRDI (1993) describes it as the section of the 

economy which produces or makes finished goods from raw materials by means of a 

comprehensive and structured system of labour under a control, mainly through use of 

machinery. In this research, all firms that converts the form of any raw material to a 

finished product through a process before selling to the end user qualified to be 

categorized a manufacturing firms. These firms included those involved in carpentry, 

leatherwork, textile, paint processing, body building and fabrication and food processing. 

 

Manufacturing sector is an important enabler of economic prosperity through creation of 

employment, enhancing market linkages across various industries, minimizing poverty 

levels and positively boosting the economy in many other ways in both developed and 

developing countries (Cole, Robert, & Supreeya, 2010). Many entrepreneurs in Kenya 

lack appropriate capacities to formulate and implement effective competitive strategy 

drivers to thrive in their respective business environments (Njoroge, 2013). As a result, 

the rate of new venture creation has remained constrained, graduation to a fully-fledged 

manufacturing SMEs or higher status has remained low and also the failure rates have 

been high among manufacturing enterprises (Mengich, Ndalira, & Juma, 2013). 

 

In the previous 15 years, Kenya's industrial sector has faced significant hurdles. As a 

result, its contribution to GDP has decreased significantly, raising concerns about a 

premature deindustrialization issue. Despite targeted governmental initiatives seeking to 
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improve the manufacturing sector's structure, little has changed over the years. The 

manufacturing sector's contribution of GDP has been relatively constant over the last 

three decades, delivering an average of 10% from 1964 to 1973, growing slightly to 13.6 

percent from 1990 to 2007, and averaging below 10% in recent years. The manufacturing 

sector's production is mostly focused on consumer items (KAM, 2017). 

 

1.1.6 Small and Medium Enterprises in the Manufacturing Sector in Kenya 

SMEs
1
are diverse groups

1
 with no

1
agreed-upon

1
definition. While

1
 some

1
 have

1
 used

1
 the

1
 

number
1
 of

1
 employees

1
 to

1
 identify

1
SMEs, others

1
 have

1
 used

1
 the

1
 business

1
 type

1
 and

1
 

paid
1
 up

1
capital. SME is defined by the European Union (EU) as a company that 

employs
1
 fewer

1
than 250 people

1
 and has a yearly sale of less than 50 million

1
 euros 

and/or
1
 a

1
 yearly

1
 balance

1
 sheet

1
 total

1
 of

1
 less

1
than 43 million

1
euros. The

1
 World

1
Bank, 

the
1
 United

1
 Nations

1
 Development

1
Programme (UNDP), and

1 
the

1 
African

1 

Development
1 

Bank (AfDB) all have upper limits of 300, 200, and 50 employees, 

respectively (Gibson &Van der Vaart, 2008). The Micro
1
 and

1
Small

1
 Enterprise

1
Act

1
of 

2012 in
1
Kenya

1
defines

1
 micro

1
enterprises as

1
 having

1
 a

1
 maximum

1
of five employees. 

 

The MSE act 2012, the Sessional
1
Paper No. 2 of 2005: Development

1
 of

1
 Micro

1
 and

1
 

Small Enterprises
1
 for

1
 Wealth

1
 and

1
 Employment

1
 creation, and the Ernst Young 2009 

research commissioned by the East African Community guide the definition of medium 

enterprises (EAC). Firms with 51-100 people and a capital investment of less than Kshs. 

30 million are classified as medium companies. Manufacturing SMEs employ around 

240,000 people in Kenya, accounting for 13% of the overall workforce. Kenya has had an 
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early deindustrialization, as indicated by the manufacturing sector's contribution to GDP 

falling to a pitiful 8.4 percent in 2017 and 9.2 percent in 2016. (KAM, 2017). 

Deindustrialization has been marked by a rising share of the services sector in GDP, 

sparking discussion over whether services can replace manufacturing as a source of 

economic growth. Kenya's government has been enacting policies aimed at improving the 

country's economic and social climate (KAM, 2016). 

 

Manufacturing SMEs today face many challenges due to factors such as globalization and 

regional free trade agreements, which have had a direct impact on their performance 

(KAM, 2016). Nairobi County has Kenya's highest concentration of manufacturing 

SMEs, accounting for roughly 25% of the sector's total employment (KNBS, 2013). It 

may therefore be argued that the reason why manufacturing SMEs subjected to similar 

macro environments and have posted different performances could be explained by how 

they have crafted their competitive strategy drivers in terms of improving efficiencies, 

endeavors to add value, minimize wastages and maintain good productivity.  

 

The government has established Vision
1
2030, the

1
 Kenya

1
 Industrial

1
 

Transformation
1
Programme (KITP), and, most

1
recently, the

1
Big 4 Agenda

1
 to

1
 revitalize

1
 

the
1
 industrial

1
sector. „The

1
 low

1
 and

1
 declining

1
 outputs by the manufacturing, industrial, 

and
1
 exporting

1
 sectors

1
 in

1
 GDP present

1
 a

1
 major

1
 impediment

1
 to

1
 economic

1
growth,' 

according
1
 to

1
 the

1
 Medium-Term

1
Plan 3 Concept

1
Note. One

1
 of

1
 the

1
 goals

1
 is

1
 to

1
 

expand
1
 the

1
 country's

1
 manufacturing

1
industry, with

1
 an

1
 emphasis

1
on exports 

Government of Kenya‟s Big Four Agenda areas. 
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1.2 Research Problem 

Describing and predicting firm effectiveness is the main reason for entrepreneurship in 

formulating, aligning and achieving organizations objectives (Nunoo & Andoh, 2012). 

Firm
1
 performance

1
 is

1
 influenced

1
 directly

1
 by

1
 its competitiveness

1
 in

1
 their

1
operations 

(Hieltjes & Petrova, 2013). A
1
 study

1
 by

1
Nunoo

1
 and

1
 Andoh (2012) rejected

1
 the

1
 

argument
1
 that

1
 firm

1
performance is only determined by the competitive strategy drivers 

it adopts; and added that firm performance also is influenced by its entrepreneurial
1
 

orientation
1
 and

1
 the

1
 environment

1
 in

1
 which

1
 they

1
function. Hieltjes

1
 and

1
Petrova 

(2013) argue
1
 that

1
 without

1
 the

1
 insertion

1
 of

1
 a

1
 mediator

1
 or

1
 a

1
 moderator

1
variable, 

or
1
both, discovering

1
 a

1
 direct

1
 relationship

1
 between

1
 variables

1
 in

1
 the

1
 competitive

1
 

strategy
1
 drivers

1
 and

1
 firm

1
 performance

1
 relationship

1
 would

1
 not

1
 provide

1
 a

1
 

comprehensive
1
understanding. 

 

There is evidence of limited studies seeking and providing answers on how competitive 

strategic drivers influence outputs of manufacturing SMEs in Nairobi City County. 

Notably, debate that business environment in which organizations operates determines 

the choice of competitive strategy drivers and subsequently influence performance 

remains inconclusive (Capuano & Ramsay, 2011) and also the influence that results from 

competitive strategy drivers in determining the performance through entrepreneurial 

orientation hasn‟t been exhausted yet (Okeyo, 2013; Wanjohi & Mugure, 2008). SMEs 

are key enablers of economic development in Kenya.  
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The Government‟s SME legal framework recognizes and enjoins regulatory bodies, 

including MSE Kenya Association of Manufacturers, Kenya Industrialization and 

Enterprise Development Ministry. These organizations create a favorable policy and legal 

climate for manufacturing businesses. Manufacturing SMEs benefit from the legal 

framework in terms of access to funds, knowledge, local and worldwide markets, and 

even negotiated bilateral relations in the forms of cooperation. 

 

Notwithstanding their enormous capabilities, such businesses are poorly organized, with 

the majority remaining uncompetitive and unorganized. Studies on SMEs in the 

manufacturing sector have paid less attention, resulting in the majority of them 

functioning without
1
 the

1
 benefit

1
 of

1
 homegrown

1
 solutions

1
 for

1
 enhanced

1
 

competitiveness
1
 and

1
performance. Studies

1
 have

1
 not

1
 clearly

1
 demonstrated

1
 how

1
 to

1
 

integrate
1
 factors

1
 such

1
 as

1
 competitive

1
 strategy

1
drivers, entrepreneurial

1
orientation, 

and
1
 the

1
 macro

1
 environment

1
 into

1
 their

1
performance, and

1
 the

1
 sector

1
 continues

1
 to

1
 

be
1
 marked

1
 by

1
 low

1
 graduation

1
 and

1
 high

1
 failure

1
rates, limiting

1
 their

1
 ability

1
 to

1
 

contribute
1
 to

1
 economic

1
development (Bowen, Morara, & Mureithi, 2009). 

 

Weak competitive strategy drivers are recognized as indicators of the poor performance 

among SMEs (Hieltjes & Petrova, 2013).  Based on research, there exists substantial 

connection between competitive strategy drivers and organizational performance (Maalu, 

2010). Studies by Okeyo (2013), Wanjohi and Mugure (2008), Waema et al. (2009), and 

Bowen et al. (2009) investigated the impact of entrepreneurial orientation on company 

performance as well as the macro environment and found a favorable link. Environmental 



21 
 

factors influenced firm performance, according to Wanjohi and Mugure (2008). As a 

result, studies present methodological, conceptual and contextual gaps that this study sort 

to bridge. 

 

At conceptual level, even though there is a lot of literature on the study variables, the 

outcomes from the numerous researches that have been conducted has been very diverse 

probably because of the differing nature of viewpoints adopted by the researchers. 

Contextually, the debate on the influence of competitive strategy drivers, macro 

environments and link between knowledge management and performance of 

manufacturing SMEs in Nairobi County is not documented hence the need for more 

studies. Further, the studies reviewed were carried out mostly in the context of other 

sectors of the economy. This study was carried out in Kenya with specific focus on 

manufacturing SMEs located or operating within Nairobi City County. Several factors 

have influenced the choice of Nairobi City County based manufacturing SMEs as the 

context of this study. First, no known studies have been carried out in this context of the 

relationship between the four variables considered that is; competitiveistrategyidrivers, 

entrepreneurialiorientation, macro environment andiperformanceiofimanufacturing SMEs. 

Secondly, manufacturing SMEs apply different competitive strategy drivers to survive, 

they exhibit different entrepreneurial orientation dimensions as per the skills and 

experience of the owners and are also located in different locations within Nairobi City 

County exhibiting different operational environment. Thirdly, the enterprises are 

subjected to similar laws and regulations governing their operations.  
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Further at methodological level different scholars have adopted different study 

methodologies with varied results and also used different research designs and analytical 

techniques to come up with conclusions. For instance, Gathungu et al. (2014) examined 

Entrepreneurial Orientation, Macro Environment, Networking and Firm Performance. 

Moorthy et al. (2012), seeking to establish factors affecting performance of SMEs used 

descriptive study to ascertain the implication of each independent factor towards the 

performance of SMEs and also through factor analysis to extract important factors that 

influence firm performance, while the study by Maalu (2010) seeking to determine the 

nature of firm‟s succession plans and their effect on business performance engaged two-

pronged research design which consisted both descriptive cross-sectional and case study.  

 

This study deviated from them by using a cross sectional study design, purely 

quantitative data and a regression analysis to test the significance levels along the stated 

hypothesis. In addition, the current study used stepwise regression analysis and path 

analysis when it came to examining the role of the macro environment and 

entrepreneurial orientation in moderating and mediating link between competitive 

strategy drivers and manufacturing SMEs' success. Furthermore, none of the research 

examined employed an integrated model to look at the interactions between the study 

variables plus how they interact to influence performance of manufacturing SMEs. It is 

from this perspective that the study intends to fill the gap by noting accompanying 

examination question: What is the effect of entrepreneurial orientation and 

macro1environment on the relationship between competitive strategy drivers and 

performance of manufacturing SMEs in Nairobi City County, Kenya? 
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1.3 Research Objectives 

The
1
main

1
study

1
 objective

1
was

1
 to

1
determine

1
 the

1
impact

1
 of

1
entrepreneurial

1
 

orientation
1
 and

1
 macro

1
 environment

1
 on

1
 the

1
 relationship

1
 between

1
 competitive

1
 

strategy
1
 drivers

1
 and

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County, 

Kenya. Specific
1
 objectives

1
were: 

i. Examine
1
the

1
relationship

1
between

1
competitive

1
strategy

1
drivers

1
and

1
performance of

1
 

manufacturing
1
SMEs. 

ii. Assess
1
 the

1
 effect

1
 of

1
 macro

1
 environment

1
 on

1
 the

1
 relationship

1
 between

1
 

competitive
1
 strategy

1
 drivers

1
 and

1
 the

1
 performance

1
 of

1
 manufacturing

1
SMEs 

iii. Establish
1
 the

1
 influence

1
 of

1
 entrepreneurial

1
 orientation

1
 on

1
 the

1
 relationship

1
 

between
1
 competitive

1
 strategy

1
 drivers

1
 and

1
 performance

1
 of

1
manufacturing SMEs. 

iv. Determine the joint effect of competitive
1
 strategy

1
drivers, entrepreneurial

1
 

orientation
1
 and

1
 macro

1
 environment

1
 on

1
 the

1
performance of manufacturing SME‟s. 

 

1.4 Value of the Study 

This study aimed at enriching relevant and respective theories by validating or denying 

theoretical statements, assumptions, and criticisms coming from theories such as open 

systems theory, dynamic capabilities theory, resource dependence
1
theory, and

1
 resource-

based
1
theory, which

1
 provide

1
 the

1
 study's

1
 theoretical

1
foundation. This

1
 could

1
be 

accomplished
1
 by

1
 developing

1
 a

1
 framework

1
 for

1
 understanding

1
 the

1
 joint

1
 relationship

1
 

between
1
 competitive

1
 strategy

1
drivers, the

1
 macro

1
environment, and

1
entrepreneurial 

orientation
1
 on

1
 the

1
 performance

1
 of

1
 manufacturing

1
SMEs, as

1
 well

1
 as improving

1
 

on
1
the studies

1
 conducted

1
 under

1
 these

1
variables, thereby

1
 adding

1
 to

1
 the

1
 body

1
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of
1
theory, knowledge

1
 for

1
learning, improved

1
creativity, innovativeness, and

1
improved 

productivity. 

 

The study is expected to make a substantial contribution to policy and management 

practices in the entrepreneurial sector. At the policy level, the government understands 

that manufacturing SMEs are important determinants of economic empowerment and as a 

result, it is working to design policies, raise awareness among policymakers, and support 

them in using integrated models in policy creation. Policymakers would mix policies 

boosting competitive strategy drivers and the operational environment, for example. This 

would boost SMEs' ability to scale up their operations in order to address the economy's 

"missing middle" gap. 

 

This study
1
 would

1
 also

1
 benefit

1
 managers

1
 of

1
 all

1
 cadres

1
 by

1
 making

1
 contributions

1
 

to
1
 the

1
 competitive

1
strategy drivers in manufacturing SMEs. The SMEs generally lack 

best competitive strategy drivers and entrepreneurial orientation as
1
well

1
 as

1
good 

responses
1
 to

1
 the

1
 ever-turbulent

1
 macro

1
environment. The

1
 findings

1
 of

1
 this

1
study 

offered
1
 suggestions

1
 that

1
 could

1
 be

1
beneficial to application of best or combination of 

competitive strategy drivers for Manufacturing SMEs in Nairobi City County. 

 

1.5 Chapter Summary 

Chapter one highlights the background of the study then summarizes the variables of the 

study. These are competitive strategy drivers as the independent variable with the macro 

environment as the moderating variable whereas the entrepreneurial orientation is the 
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intervening variable. The dependent variable is the performance of manufacturing 

SME‟s. The chapter then gives background of the manufacturing sector in Kenya after 

which the researcher goes deeper to describe manufacturing SMEs in Nairobi City 

County and the country. The chapter articulates the research problem, research objective 

as well as  expected outcomes. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter reviews scholarly work that is relevant to the variables of the study 

Literature review, according to Gay, Mills, and Airasian (2006), necessitates the logical 

identification, sorting, and analysis of papers that are relevant to the given variables. The 

chapter first discusses the theories anchoring this study. This chapter also provides 

empirical evidence on the relationships of study variables and identifies the research 

knowledge gaps based on reviewed studies and also presents conceptual framework that 

the study will use.  

 

2.2 Theoretical Review 

This section discusses theories upon which this study is anchored. Stewart, Harte and 

Sambrook (2011) state that a theory is an assumption or an arrangement of thoughts 

planned to clarify something. Competitive strategy drivers‟ as
1
 an

1
 independent

1
 variable

1
 

anchored
1
 on

1
 game

1
theory, macro

1
 environment

1
 as

1
 a

1
 moderating

1
 variable

1
 anchored

1
 

on
1
 open

1
 system

1
theory, entrepreneurial

1
 orientation

1
 as

1
 an

1
 intervening

1
 variable

1
 

anchored
1
 on

1
 dynamic

1
 capability

1
theory, and

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 

as
1
 a

1
 dependent

1
 variable

1
 anchored

1
 on

1
 resource based

1
theory are the variables 

considered in this study.  
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2.2.1 Resource-Based Theory  

Resource Based Theory (RBT) in the anchor theory and it encompasses all of the 

variables in the study. Entrepreneurs, for example, design tactics on the basis of available 

resources in the organization, as well as environmental conditions and the entrepreneurs' 

proactivity and imaginative inclination. RBT contends that a firm's unique set of 

resources generates a competitive advantage that lasts (Barney, 1991; Conner & 

Prahalad, 1996). Entrepreneurs develop firms out of available resources and 

competencies, according to this theory (Dollinger, 1999). 

 

Critics of this theory claim that it recognizes that assets are allocated differently between 

organizations and that this may be managed over time. It provides many resource 

variables while ignoring other elements, such as the concept of variable co-alignment, 

which has the potential to improve performance (Chathoth, 2002). The theory 

hypothesizes the idea that company outputs are improved when it uses distinctive 

resources which it possesses as enabler in achieving competitive advantage position. Of 

importance is that, resources available to a firm must be utilized in a manner that will 

give competitive edge over other competitors in the business environment.  

 

On account of SMEs in manufacturing segment, RBT is basic since it tends to 

demonstrate that assets and abilities of a firm are critical to its potential success. 

Sustainable competitive advantage can be achieved by enterprises through resources such 

as strategic management planning (Michalisin, Smith, & Kline, 1997), tacit knowledge 

(Polanyi, 1966), capital, management skills (Castanias & Helfat, 1991) and acquisition of 
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appropriate skilled human resources (Wernerfelt, 1984). Entrepreneurship is a complex 

aspect of the resource-based framework, according to early work on resource-based 

theory. A company's competitive position is determined by a collection of distinctive 

assets and relationships. According to Alvarez and Barney (2002), if an entrepreneur has 

access to all resources required and capitalize on an opportunity, the focus will move to 

coordinating and executing rather than organizing. This circumstance is comparable to 

taking advantage of arbitrage opportunities provided by business environment dynamics. 

 

When an entrepreneur lacks one or more important resources, however, substantially 

more entrepreneurial initiative is required to take advantage of market opportunities. 

While strategic management studies and industrial economics have traditionally 

addressed competitive advantage, the latter topics focus on entrepreneurship and the 

economics of entrepreneurship, which are tied to the notion of seeking opportunities 

(Foss, 2011). Entrepreneurs have one-of-a-kind resources that help them identify 

emerging opportunities and mobilize funding for their enterprise. 

 

By concentrating on resources, from identifying a gap in the market to being able to 

mobilize resources into a firm and then to the creation of unique and viable solutions that 

are dominant in the market, we help identify issues that begin to address the distinctive 

domain of entrepreneurship. According to Conner (1991), firm‟s ability to attain and 

maintain competitiveness in their markets depends on its ability to gain and defend a 

superior position by optimal deployment of resources key to production and distribution. 

Entrepreneurial possibilities can be defined as an entrepreneur's unique insight into the 
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value of specific resources that other competing businesses may not have yet. Resources 

that are valuable, uncommon, and difficult to replicate or replace are considered crucial 

enough to provide a long-term competitive advantage (Barney, 1991). Organizations' 

ability to differentiate their products or services is strengthened by strategic resources like 

these. 

 

RBT stresses on the need for uniqueness as opposed to shinning across all business areas. 

Examples of resources that are important for entrepreneurs include, human resources, 

special information, leadership capabilities, linkages and experience embodied in the 

entrepreneurs or their social networks, all of which may help to make their ventures 

difficult to imitate. The RBT has been linked with stakeholder perspective in recent 

works by Barney (2018).  

 

2.2.2 Game Theory  

The
1
 game

1
 theory

1
 model

1
 is

1
 a

1
 general

1
 framework

1
 for

1
 strategic

1
 relations

1
 in

1
 a

1
 

contention
1
 state

1
 with

1
 two

1
players, each

1
 of

1
 whom

1
 is

1
 focused

1
 on

1
 the

1
 rival's

1
 

behavior
1
 in

1
 an

1
 attempt

1
 to

1
 predict

1
 their

1
 likely

1
 action

1
 in

1
 order

1
 to

1
 make

1
 their

1
 

own
1
decisions (Furrer & Thomas, 2000). Strategic

1
 reasoning

1
 entails

1
 selecting

1
 how

1
 

to
1
 act

1
 in

1
 order

1
 to

1
 attain

1
 a

1
 goal

1
 while

1
 also

1
 considering

1
 how

1
 others

1
 will

1
 respond

1
 

and
1
 the

1
 knowledge

1
 that

1
 they

1
 will

1
 reason

1
 in a rational manner as

1
well. The theory's 

fundamental notions include decisions, tactics, and the alternatives that each player 

chooses, as well as payoffs, which can be numerical representations of the players' 

preferences among the game's possible outcomes. 
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The
1
 model

1
 is

1
 built

1
 on

1
 the

1
 premise

1
 of

1
 rational

1
behavior, which

1
 is

1
 common

1
 to

1
 the 

majority
1
 of

1
 microeconomic

1
models. Game

1
 theory

1
models, on

1
 the

1
other

1
hand, go

1
 

beyond
1
 the

1
 limiting

1
 rationality

1
 assumption of

1
 microeconomic

1
 models

1
 to

1
 include

1
 a

1
 

wide
1
 range

1
 of

1
 strategic

1
intent (Saloner, 1991). The

1
 theory's

1
 basic

1
 assumptions

1
 are

1
 

that
1
 all

1
 players

1
 have

1
 predictable

1
 preferences

1
 and

1
 are

1
 instrumentally

1
 rational

1
 in

1
 

the
1
 sense

1
 that

1
 they

1
 always

1
 choose

1
 the

1
 option

1
 that

1
 maximizes

1
 their

1
 

individual
1
payoffs, given

1
 their

1
 current

1
 knowledge

1
 and

1
beliefs, and

1
 that

1
 the

1
 game's

1
 

specification
1
 and

1
 the

1
players' preferences

1
 and

1
 rationality

1
 are

1
 well-known

1
 among

1
 

the
1
players. 

 

Game
1
 theory

1
 strives

1
 to

1
 enlighten

1
 and

1
 offer

1
 a

1
 normative

1
 guide

1
 for

1
 logical

1
 

behavior
1
 of

1
 players

1
 faced

1
 with

1
strategic resolves or participating in social 

relationships by generating decisions by contestants in opposing or cooperating 

circumstances (Netessine & Shumsky, 2001). Game theory is the study
1
 of

1
 the

1
 

consequences
1
 of

1
 these

1
 assumptions

1
 in

1
 certain

1
 types

1
 of

1
 games in

1
 order

1
 to

1
 predict

1
 

how
1
 rational

1
 players

1
 will

1
behave. Psychology

1
 is

1
 the

1
 study

1
 of

1
 the

1
nature, functions, 

and
1
 phenomena

1
 of

1
 behavior

1
 and

1
 mental

1
experience. Two

1
 branches

1
 of

1
 psychology

1
 

provide
1
 links

1
 to

1
 game

1
theory: cognitive

1
psychology, which

1
 studies

1
 all

1
 forms

1
 

of
1
cognition, including

1
decision

1
making; and

1
 behavioral

1
psychology, which

1
 studies

1
 

the
1
nature, functions, and

1
 phenomena

1
 of

1
 behavior

1
 and

1
 mental

1
experience. Social

1
 

psychology
1
 is

1
 concerned

1
with

1
 how

1
other

1
 people

1
impact

1
 individual

1 
behavior

1 
and

1 



31 
 

mental
1
 experiences, while

1
 cognitive

1
 psychology

1
 is

1
 concerned

1
 with

1
 all

1
 forms

1
 

of
1
cognition, including

1
 decision

1
making.  

This theory has been criticized since it implies that enterprises in a competition have 

finest strategic behavior, well-adjusted circumstances, unchanging results, dealing, 

alliance formation, fair supply, and other concepts related to reducing group variances. 

The procedures of various disciplines of study, such as financial and administrative 

sciences, are influenced by game theory (Rasmusen, 2001). 

 

As a result, dilemma and rivalry are the order of the day for manufacturing SMEs, and 

their expected performance must be analyzed in terms of differentiating their competitive 

strategy drivers based on how well opportunities are exploited and challenges are 

overcome, just as this theory suggests. Human decision makers have
1
 restricted

1
 

rationality
1
 and

1
 are

1
 rarely

1
 endowed

1
 with

1
 complete

1
 common

1
knowledge as

1
 a

1
result, 

they
1
 do

1
 not

1
 always

1
 adopt

1
 strategies

1
 that

1
 maximize

1
 their

1
payoffs, even

1
 when

1
 

determinate
1
 game-theoretic

1
 solutions

1
exist (Mcafee & McMillan, 1996). Human 

decision-makers have other-centered preferences and don't always attempt to maximize 

their own payoffs, regardless of the payoffs of others, and this is psychological. 

 

2.2.3 Open Systems Theory  

The
1
 proponents

1
 of

1
 this

1
 theory

1
 suggest

1
 that

1
 as

1
 enterprises

1
 perform

1
 their

1
trades, 

they
1
 will

1
 be

1
 subjected

1
 to

1
 events

1
 and

1
 changes

1
 in

1
 their

1
 macro

1
environments. This

1
 

is
1
 so

1
 because

1
 enterprises

1
 are

1
 environment

1
 serving

1
 and

1
dependent (Ansoff & 

McDonnell, 1990). Organizations
1
 are

1
 open

1
 schemes

1
 that

1
 need

1
 careful

1
 management

1
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to
1
 gratify

1
 and

1
 stabilize

1
 internal

1
 needs

1
 and

1
 adapt

1
 to

1
 macro

1
circumstances (Burnes, 

2000). According
1
 to

1
 open

1
 systems

1
theory, organizations

1
 are

1
 strongly

1
 influenced

1
 by

1
 

the
1
 environment

1
 they

1
 operate

1
 in

1
 for

1
 change

1
 and

1
survival.  

 

This
1
 theory

1
 explains

1
 how

1
 strategy

1
 helps

1
 a

1
 firm

1
 to

1
 achieve

1
 sustainable

1
 

competitive
1
 advantage. Thus, survival

1
 of

1
organizations

1
 

relies
1
on

1
its

1
affiliation

1
with

1
the environment. Macro environment dynamics have a huge 

influence on firm performance with the ever-evolving nature of the factors that play out 

in short, medium and long term (Machuki & Aosa, 2011). The
1
 theory

1
 however

1
 only

1
 

concentrates
1
 on

1
 the

1
 environmental

1
 effects

1
 but

1
 does

1
 not

1
explain how competitive 

strategy drivers help the firm to achieve performance.  

 

It only emphasizes that the survival of firms is dependent upon its relationship with the 

environment. However, the survival of a firm must embrace continuous interaction with 

the always changing macro-environment and adopt competitive strategy drivers that align 

with the environmental forces. It
1
 can

1
 therefore

1
 be

1
 conceptualized

1
 that

1
 this

1
 theory

1
 

explain
1
 the

1
 relationship

1
 that

1
 arises

1
 from

1
 the

1
 interaction

1
 between

1
 competitive

1
 

strategy
1
 drivers

1
 that

1
 arises

1
 from

1
 the

1
 macro

1
 influence

1
 in

1
 terms

1
 of

1
norms, culture

1
 

and
1
 policies

1
 on

1
 environment

1
 and

1
 also

1
 the

1
 entrepreneurial

1
 nature

1
 of

1
 the

1
owners.  

 

Organizations are reliant on external actors to get needed resources for them to survive. 

An actor is an entity or a group of entities with particular objectives and has a
1
 certain

1
 

degree
1
 of

1
 autonomy

1
 in

1
 relation

1
 to

1
 other

1
actors. The

1
 open

1
 systems

1
 view

1
 assumes

1
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that
1
 firms

1
 are

1
 forced

1
 to

1
 act

1
 under

1
 situations

1
 of

1
 constrained

1
 freedom

1
 and

1
 that

1
 

they
1
 tend

1
 to

1
 serve

1
 those

1
 actors

1
 which

1
 afford

1
 them

1
resources. Consumers, suppliers

1
 

and
1
 proprietors

1
 can

1
 be

1
 regarded

1
 as

1
 such

1
 actors

1
 that

1
 will

1
 have

1
 major

1
 indirect

1
 

control over
1
 a

1
firm (Christensen, 1997). While

1
 organizations

1
 rely

1
 on

1
 their

1
 

environment
1
 for

1
 critical

1
resources, the

1
 environment

1
 is

1
 considered

1
 to

1
 be

1
 

unpredictable
1
 as

1
 it

1
 is

1
 beyond

1
 the

1
 firm‟s

1
 administrative

1
control.  

 

Consequently, firms strive to develop linkages with immediate stakeholders so as to 

minimize ambiguity (Dubois, 1998). Additionally, the environment comprises of 

heterogeneousness in terms of incentives. Every actor has their own likings and criteria 

for evaluating the actions of a firm, and hence, any actions undertaken by an organization 

are likely to imply negotiations or conflicts. As firms interact with stakeholders, they 

often become obliged to operate within the prescribed rules of interrelationship. 

Interrelationship is a condition in which results of an act depends on multiple of actors 

(Pfeffer & Salancik, 1978).  

 

As
1
firms

1
control

1
varying

1
bundles

1
of

1
resources

1
and

1
undertake

1
various

1
activities, 

networks of
1
 firms

1
 come

1
up, where

1
 no

1
 one

1
 is

1
 in

1
 total

1
 control

1
 over

1
 their

1
 

own
1
operations. This

1
 value

1
 network

1
 view

1
 varies

1
 from

1
 the

1
 more

1
 traditional

1
 

illustrations
1
 of

1
 firms

1
 found

1
 in

1
 the

1
dichotomous

1
view

1
 of

1
markets

1
 and

1
hierarchies 

(Powell, 1991). While
1
hierarchies

1
 are

1
 characterized

1
 by

1
 executive

1
 control

1
 and

1
 

markets
1
 adopt

1
 independence

1
 and

1
 arms-length

1
 distance

1
 between

1
 suppliers

1
 

and
1
customers, a

1
 network

1
 perspective

1
 instead

1
 adopts

1
 restricted

1
 freedom

1
 and

1
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interdependence
1
 between

1
firms. Though

1
 networks

1
 of

1
 firms

1
 are

1
 held

1
 together

1
 by

1
 

mutual
1
benefit, there

1
 is

1
 always

1
 a

1
mixture

1
of

1
 intersecting

1
 and conflicting

1
 demands

1
 

in
1
 these

1
relationships.  

 

2.2.4 Dynamic Capabilities Theory  

This theory elaborates how an entrepreneurially oriented firm's flexibility and innovation 

results in timely, quick, and adaptable outcomes in changing marketplaces. The theory of 

Dynamic capability is defined as an organization's ability to analytically solve difficulties 

caused by its proclivity to detect opportunities and ultimatums, implement appropriate 

market-oriented policies, and adjust its resource basis (Barreto, 2010; Di Stefano et al., 

2010). 

 

In 1994, the dynamic capability theory was first proposed (Gizawi, 2014). By improving 

the more general resource base theory, dynamic capabilities theory strives to be vibrant. 

Even though resource-based approach is a popular management theory, critics have 

challenged the theory for being technically ambiguous and contradictory, with a lack of 

attention on how capabilities add value to competitive advantage (Eisenhardt & Martin, 

2000). Teece and Pisano (1994) agreed, that the resource-based view's foundation is 

incapable of ensuring sustained competition. In this way, the dynamicicapabilityitheory 

complements theiresource-based approach by aiming to strengthen the theoryiby 

elucidating theinatureiof long-term competitiveiadvantage, as well as informing 

managerial practices. 

 



35 
 

The term "dynamic" refers to a firm's capacity to keep up with changing business 

conditions through refreshing skills. This is critical in situations when speed to market is 

critical and establishing the nature of competition is difficult. Strategic management's 

important functions in adapting, consolidating, and
1
 reconfiguring

1
 internal

1
 and

1
external 

organizational
1
skills, resources, and

1
 functional

1
 competences

1
 to

1
 meet

1
 the

1
 needs

1
of 

changing
1
 environments

1
 are

1
 known

1
 as

1
capabilities (Teece, Pisano & Schuen, 1997). 

According to Easterby-Smith, Lyles,iand Peterafi(2009), dynamicicapabilities areihigher-

level capabilitiesithat helpiwith "knowledgeiconvention andisharing, constant 

modificationiof operationaliprocedures, interrelationshipiwith theienvironment, and 

applicationiof appropriateientrepreneurial orientationipractices." 

 

In light of a survey and mix of business enterprise writing, a dynamic capacity is the 

company's capability to strategically address issues shaped by its attraction to detect 

opportunities and threats, select suitable and showcase arranged choices and to change its 

asset base (Barney, 1991; Conner & Prahalad, 1996). In the case of manufacturing SMEs, 

management strategies such as changing culture, re-engineeringibusiness processes, 

empowerment,itotal quality, and significant changesiin theienvironment may be driving 

theoretical perspective. The dynamic capabilities theory strives to acquire competitive 

advantage by utilizing firm-specific competencies and gives insight on how these 

competencies are produced, used, and preserved (Teece et al., 1997). In order to deal with 

quickly changing conditions, aicompany's ability toibuild, integrate,iand reconfigure 

internaliand externalicompetences isivital (Gathungu & Mwangi, 2012). 
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This approach considers; Processes, which constitute organizational operational 

procedures, roles; which represent the kind of jobs that people undertake, are two 

categories of characteristics that help identify where competitive advantages are derived 

resources available in the firm and relations of a firm and paths; which refer to the 

organizations past activities and the strategic direction. In summary, competitive 

advantage and dynamic capabilities are a term used to describe an organization's 

operations, asset positions, and past and future courses (Teece et al., 1997). 

 

2.3 Empirical Studies and Variable Relationships 

This section discusses the empirical review of the study variables and the relationship of 

the variables as well as the gaps.  

 

2.3.1 Competitive Strategy Drivers and Firm Performance 

Studies revealed that strategy influences business performance. According to researchers, 

firm strategies haveia directiand significant impact on firm performancei(Gibcusi& Kemp, 

2003;iPeng etial., 2008).iAdditionally, companies that have a precise and consistent plan 

outperform those that do not (Gibcus & Kemp, 2003). 

 

Classically a strategy usually has a favorable correlation with a company's success. Porter 

(1980) proposed three arrangements of cost leadership, focus, and distinction to connect 

competitive methodology with execution. Pelham (1999) opined that following a low-

cost strategy would have a less impact than focusing on a differentiation approach, which 

would result in greater results for manufacturing SMEs. Differentiationistrategy has both 
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indirect and direct significantiimpact onifirm performanceithrough financial 

measurements. It has been established that the type of approach employed makes a 

significant impact in performance. Bowen et al. (2009) evaluated tactics used by SMEs in 

Nairobi to deal with business issues in their research. 

 

Scholars opined that, if a firm wants to use a
1
 differentiation

1
strategy, it

1
should focus

1
 

on
1
 innovative

1
 design

1
 and

1
 a

1
 flexible

1
 manufacturing

1
 system

1
 to

1
achieve 

differentiation
1
 in

1
 goods

1
 or

1
 manufacturing

1
processes. New

1
 product

1
 design

1
 based

1
on 

proper
1
 information

1
 and

1
analysis gives goods and processes with increased features and 

capabilities (Kharub & Sharma, 2015). When data is used in the form of information and 

analysis, design and development have a strong link to performance. The flexibility of the 

manufacturing system allows for distinction and variation in product qualities, as well as 

client loyalty, which is critical for small and medium manufacturing enterprises because 

many of them produce similar items, increasing rivalry. 

 

Firms' cost management strategies do not have direct impact on business performance. 

Cost leadership indirectly and significantly influence financial performance. Bowen et al. 

(2009) used
1
 stratified

1
 random

1
 sampling

1
 to

1
 collect

1
 data

1
 via

1
 questionnaires

1
from 

198
1
businesses, and

1
 the

1
 results

1
 were

1
 analyzed

1
descriptively. The

1
 findings

1
revealed 

that
1
 SMEs

1
 used

1
 the

1
 following

1
strategies

1
 to

1
address

1
flaws: discounts

1
 and

1
special 

offers, fair
1
pricing, better

1
 customer

1
service, presenting

1
 a

1
 diverse

1
 range

1
 of

1
services 

and goods, and consistently increasing service delivery superiority. 
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Bowen et al. (2009), in support of the findings, revealed that embracing a mix of policies 

leads to corporate prosperity. The impactiof Porter'sicompetitive advantage techniques on 

company performanceihas been empirically studied by several scholars. According to 

Akintokunbo (2018), the market focus approach in telecommunication businesses has a 

substantial impact
1
 on

1
 organizational

1
profitability, market

1
share, and

1
 firm

1
efficiency. 

Based
1
 on

1
 a

1
 sample

1
 of

1
 non-diversified

1
 manufacturing

1
enterprises, Dess

1
and

1
Davis 

(1984) investigated
1
 the

1
 performance

1
 effects

1
 of

1
 competitive

1
advantage tactics. They 

revealed that businesses may be divided into four groups based on their business 

strategies, that is, corporate strategy, stuck in the middle, differentiation and focus. 

 

The four groups differed considerably in terms of sales growth. The emphasis cluster saw 

the most sales growth, followed by cost leadership, distinctiveness, and categories stuck 

in the middle. There was no significant difference between the four groups when it came 

to return on total assets. The focus group registered the lowest return, while the cost 

leadership group registered the highest return. Other scholars revealed weak association 

between organization‟s strategy and performance.  According to Teach and Schwartz 

(2000), there is insignificant correlation betweenistrategy and organization performance. 

Kempiand Verhoeveni(2002), revealed no relationshipibetween strategy and performance. 

The impact of strategy on performance is still uncertain based on previous arguments. 

Business management, however, ought to verify that the firm's strategies are precise in 

order to remain competitive. 
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2.3.2 Competitive Strategy drivers, Entrepreneurial Orientation and Firm   

Performance 

Companies cannot overlook the vital impacts of value for their targeted position in the 

current business environment (Rohitratana & Boon-Itt, 2011). Lechner
1
 

and
1
Gudmundsson (2014) investigated

1
 the

1
 impact

1
 of

1
 individual

1
 entrepreneurial

1
 

orientation
1
dimensions on

1
 the

1
 relationship

1
 between

1
 competitive

1
 strategy

1
 and

1
 

firm
1
performance and found that the individual dimensions of entrepreneurial orientation 

had a variety of effects on
1
 competitive

1
advantage, as

1
 well

1
 as

1
 the

1
 different

1
 effects

1
 

the
1
 two

1
 generic

1
 types

1
 of

1
 competitive

1
advantage, that is, differentiation and cost 

leadership.  Differentiation and business performance were significantly influenced by 

innovativeness. Both generic stratagems were negatively influenced by risk taking and 

competitive aggressiveness. 

 

While
1
 competitive

1
 strategy

1
 drivers

1
 look

1
 at

1
 how

1
 a

1
 company

1
 runs

1
 in

1
order

1
to

1
 

improve
1
its

1
performance (Porter, 1980), both

1
 entrepreneurial

1
 orientation

1
 and

1
 

competitive
1
 strategy

1
 drivers

1
 are

1
 business

1
 unit-level

1
ideas (Covin & Lumpkin, 2011): 

Competitive strategy drivers describe the substance, whereas EO plays the role of 

strategy formulation. Focus isn't a stand-alone tactic, and it can't provide a competitive 

edge. Competitive
1
strategy

1
and

1
EO are distinct concepts at the business

1
unit

1
level. 

Competitive
1
strategy aids EO and directs it in the right direction. Without a competitive 

strategy, EO would not be sufficient for company performance (Ireland et al., 2003). 
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Understanding the
1
 relationship

1
 between

1
 competitive

1
 strategy

1
 drivers

1
 and

1
 EO is

1
 

crucial
1
 for

1
 small

1
 business

1
performance (Lumpkin & Dess, 1996; Wales, Gupta, & 

Mousa, 2011). Both
1
 EO

1
 and

1
 competitive

1
 strategy

1
 drivers

1
have their own internal 

logic, each with its own set of theoretical constructions (Lumpkin & Dess, 1996). Their 

conceptual separation should aid in improving our knowledge of how EO is translated 

into company outputs (Wales et al., 2011). Because cost leadership strategy and 

differentiation strategy are considered conflicting logics (Porter, 1985), a universal EO 

cannot be presumed to have a same impact on differentiation or cost leadership. 

 

It is appropriate to employ an empirical method that uses EO as a multidimensional term 

and focuses on how the various EO dimensions influence these
1
 two

1
 types

1
 of

1
 

competitive
1
 strategy

1
 positively

1
 or

1
negatively (Wales et al., 2011). According

1
 to

1
 

a
1
meta-analysis (Rauch, Wiklund, Lumpkin, & Frese, 2009) and

1
 a

1
 comprehensive

1
 

review
1
 of

1
 EO

1
research (Wales et al., 2011), research

1
 has

1
 primarily

1
 focused

1
 on

1
 the

1
 

direct
1
 EO–performance

1
relationship, with

1
 less

1
 attention

1
 paid

1
 to

1
 indirect

1
 effects

1
 

and
1
 the

1
 relationship

1
between EO and

1
 other

1
variables. 

 

2.3.3 Competitive Strategy drivers, Macro Environment and Firm Performance 

Every firm's competitive strategy drivers and performance are influenced by how it 

perceives, understands, and responds to environmental situations. Empirical data on the 

impact of the macro
1
 business

1
 environment

1
 on

1
organizations' competitive

1
 strategy

1
 

drivers
1
 and

1
 firm

1
 performance

1
 shows

1
 that

1
 the

1
 environment

1
 is

1
 both

1
 a

1
 source

1
of 

opportunities
1
and

1
challenges

1
for

1
all

1
businesses. Environmental scanning is a crucial part 
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of strategy design because it identifies relevant aspects and forces that exist outside the 

firm that can influence the focused procedures and execution directly or indirectly 

(Pearce & Robinson, 2011). 

 

In order to gain a competitive advantage, businesses must make critical decisions about 

the type of competitive advantage they seek and the extent to which they will obtain it. 

There are few studies which
1
 linked

1
 the

1
 macro

1
 environment

1
 to

1
firm performance, yet

1
 

performance
1
 is

1
 dependent

1
 on

1
organizations' ability

1
 to

1
 adapt

1
 to

1
 changes

1
 in

1
 

the
1
environment (Machuki & Aosa, 2011). There

1
 is

1
 documented

1
 literature

1
 on

1
 the

1
 

macro
1
 environment

1
 of

1
 organizations

1
 and

1
 its

1
 direct

1
 and

1
 indirect

1
 impact

1
 on

1
 

business
1
 operations

1
 and

1
outcomes (Osborn & Hunt, 1974). However, several

1
 

researchers
1
 have

1
 handled

1
 macro

1
 environment

1
 as

1
 an

1
 independent variable

1
 and

1
 

performance
1
as

1
a

1
dependent

1
variable (Machuki & Aosa, 2011; Venkatraman & Prescott, 

1990). 

 

In deciding competitive advantage, choice of niche market or the scope of the 

organizations activities is very important. The performance outcomes of major decisions 

that are made in relation to macro environmental conditions are of interest to business 

strategy researchers. The macro environment has played several roles in research 

including that of the independent, co alignment and moderating to impacting performance 

(Simerly & Mingfang, 2000). Contingent upon the aggressive condition undertakings 

pick methodologies that can give them reasonable focused advantage. Firm responsesito 
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environmentalichanges mayiresult toivariations inicompetitive strategyidrivers and firm 

performance.i 

 

Strategic management scholars urged that macro environmental assessment is a 

prerequisite for developing effective corporate strategies. Furthermore, the alignment of 

competitive strategy drivers with macro environmental dynamics and the attainment of 

excellent performance are regarded to be dependent on effective analysis of the business 

environment. According to Beal (2000), obtaining knowledge on a variety of features of 

specific environmental sectors, such as customers, competitors, and suppliers, makes it 

easier to align competitive strategy drivers and macro environments. 

 

Manufacturing SMEs must beiable to perceive andirespond to any stimulus from the 

macro environmentiin order to remain competitive. The ability
1
 of

1
 an

1
 organization

1
 to

1
 

adapt
1
to changes

1
 in

1
 the

1
 macro

1
 environment

1
 will

1
 determine

1
 its

1
success, 

sustainability, and
1
 survival. The macro global economy is rapidly changing, and 

manufacturing SMEs are always confronted with new issues every day. There are 

numerous competitive pressures and hazards that organizations face in order to achieve 

their objectives (Akdogan & Cingoz, 2012). Muhammad (2014) posits that 

any
1
manufacturing

1
SME is

1
 an

1
open

1
system

1
between

1
itself

1
 and

1
its

1
macro

1
 environment, 

involving a number of interdependent relationships. 
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Small and medium enterprises significantly impact the environment because of their 

service/product offerings, and they're all about building partnerships with other 

businesses and putting their mark on the communities they live in. The analysis of the 

competitive environment is a difficult task since it entails defining, identifying, and 

quantifying the primary characteristics and intensity of competing forces. Organizations 

must analyze their competition and position in order to achieve long-term competitive 

advantages (Selvam, Vanitha, Gayathri, Bennet, & Nageswari, 2010). Organizations
1
 in

1
 

the
1
 industry

1
that generate

1
 similar

1
products, suppliers, customers, possible

1
 

new
1
entrants, and product manufacturers constitute the macro environment. 

 

2.3.4 Competitive Strategy drivers, Macro Environment, Entrepreneurial 

Orientation and Firm Performance 

Various factors inform selection of competitive strategy drivers‟ Entrepreneurial 

orientationiand theimacro environmentias seen byidecision makers are key factors 

considered by an organization. Finally, the competitive strategy drivers that are 

established and applied will determine an organization's level of performance. When the 

macro environment is relatively stable, Stalk, Evans, and Shulman (1992) suggest that 

strategy can afford to remain static. 

 

In
1
 a

1
volatile, dynamic

1
 corporate

1
environment, strategy

1
 must

1
 also

1
 become 

more
1
dynamic. A

1
 firm's

1
 competitive

1
 strategy

1
 drivers

1
 must

1
 ensure

1
 that

1
 resources

1
 

are coordinated
1
 through

1
combination, reconfiguration, co-evolution, and

1
 integration

1
 in 

specific designs (Teece et al., 1997). This
1
 is

1
 usually

1
 accomplished

1
 by

1
 combining

1
 



44 
 

the
1
 firm's

1
processes, procedures, skills, and

1
 competencies

1
 to

1
 match

1
 requirements

1
 in 

the changing
1
 environment

1
 in

1
 order

1
 to

1
 improve

1
performance (Grant, 1991; Teece et 

al., 1997). Market dynamics awareness and real-time reactivity to competition strategy 

drivers influence competitive advantage and performance. The essential statute of 

organizational management is that climate change similarities and strategic planning 

drivers are crucial to achievement of set goals (Bourgeois, 1985). The relevance of an 

organization's strategy option can be described in terms of the firm's fit, equivalence, or 

consistency with the natural or association's influencing possibilities (Grant, 1991; Teece 

et al., 1997). Entrepreneurial attitude has been opined to have a positive effect on 

performance (Ansoff & McDonnell, 1990; Teece et al., 1997). As a result, it appears that 

competitive strategy drivers, the macro environment, and entrepreneurial orientation have 

an impact on business performance. 

 

General firm performance concept is not the same from the larger concept of 

organizational efficiency. Venkatraman and Ramanujam (1986), proposed that there 

consist three overlapping concentric circles, the largest of which represents 

organizational efficacy.  The efficacy of an organization extends to all facets of the 

company's life (Cameron, 1986). Organizational effectiveness includes both financial and 

non-financial measures. 

 

Accordingito Venkatramaniand Ramanujami(1986), non - financialiperformance 

encampuses mediating effect of resources as well as precursor of financial performance. 

While customer happiness is a precursor financialiperformance, itiis notia performance 
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outcomeiin and of itself.iThis is determined by howia researcheridefines company 

performance in his or her research (Combs, Crook, & Shook, 2005). Stakeholders 

satisfaction is key in defining firm performance, since it aids in separation of antecedents 

from performance results (Zammuto, 1984). Customer happiness from the point of view 

of stakeholder has been taken as an outcome in this study hence part and parcel of firm 

performance.   

 

According to Selvam et al. (2010), corporate development originates from internal 

expansion measures firm performance. Performance assessment, in this context, entails
1
 

identifying
1
stakeholders

1
and

1
creating

1
a

1
 set

1
of performance

1
outcomes

1
that

1
quantify

1
their 

satisfaction (Zammuto, 1984). Profit
1
 is

1
 the

1
 goal

1
 of

1
 most business

1
 operations

1
 in

1
 

order
1
 to

1
 expand

1
 and

1
 survive

1
 in

1
 the

1
market. The

1
 industrial

1
 sector's

1
 social

1
 goal

1
 

could
1
 be

1
 linked

1
 to

1
 the

1
 quality

1
 of

1
 service

1
 which attracts

1
customers/passengers. 

According to Clement & Selvam, (2007), expectations, firm performance and perceptions 

defines service quality. 

 

In a competitive market, highly competitive quality is critical for a firm's sustainability 

and existence (Isaiah, Selvam, Vinayagamoorthi, Kasilingam & Mariappan, 2015). A 

macro environment is regarded as multifaceted if it delivers an overly diverseiand or 

numerousidimensional unitsiof information,iwhich necessitates considerable cognitive 

integrationiand thus multidimensional (Miller, 1993). The interplay of macro 

environmental risks, reliance, and inter-firm connections is referred to as macro 

environmental complexity (Osborn & Hunt, 1974). 
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Manufacturing SMEs seek generous surroundings and make an effort to make their 

current surroundings more generous (Dess & Beard, 1984). The abundance or scarcity of 

key resources by one or more companies functioning within a macro setting defines 

environmental generosity (Castrogiovanni, 1991). Due to the dynamic nature of most 

business macro environments, organizations need to attain greater performance, create 

goals, negotiate,iand agreeion performanceiindicators for execution. However, 

macroeconomic realities may show themselves in a way that speeds up or slows down the 

connection amongst marketiorientation drivers' andiorganizational performanceiof 

manufacturing SMEs. 

 

2.4 Summary of Knowledge Gaps 

Factors in this examination have been utilized as a part of different investigations in 

previous studies. Table 2.1 summarizes past investigations, featuring their discoveries 

and information gaps as far as methodological, conceptual and contextual. The focal 

point of the present investigation is additionally brought up in Table 2.1. 
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Table 2.1: Summary of Empirical Studies and Knowledge Gaps 

Study Methodology Key Results Knowledge Gaps  How the current 

study has addressed 

the Gaps 

Global entrepreneurial 

introduction: Conceptual 

contemplations, look into 

subjects, estimation 

issues, and future 

research headings 

(Covin& Miller, 2017). 

 Literature 

Review 

Entrepreneurial orientation and 

performance relate positively 

Environmental 

factors and 

individual 

characteristics not 

considered 

This study tries to find 

the insight of how 

macro environment 

and individual 

characteristics affect 

the link in between 

drivers of competition 

strategy and 

organizational 

performance 

Entrepreneurial traits, 

strategy formulation, 

organization frameworks, 

and effectiveness of non-

timber forest resources 

small and medium firms 

in Kenya. Chesoli et al., 

2015). 

Cross sectional 

survey of 

SMEs 

The use of competitive strategy 

was high in businesses headed by 

relatively young and talented 

entrepreneurs, and improved 

performance calls for policy 

measures to boost SMEs growth. 

Did not link 

competitive 

strategy
1
 drivers

1
 

directly
1
 to

1
 

performance
1
of 

manufacturing
1
 

SMEs
1
  

Aims to link 

competitive
1
strategy

1
 

drivers
1
 directly to 

SMEs performance 

moderated and 

intervened by macro 

environment and 

entrepreneurial 

orientation respectively 

Technologies And 

products, 

Entrepreneurship 

development Perspective, 

Communication, and the 

Emerging Phenomenon A 

critical review of the 

literature (Gathungu et 

al., 2014). 

Review of 

relevant 

literature  

Depicted presence of a link 

amongst the Impact of 

Entrepreneurship development 

Attitude, Communication, and 

the Component Of social work 

on Business Performance 

Did not consider 

competitive 

strategy drivers  

Aims to consider 

competitive strategy 

drivers as the 

independent variable 
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Study Methodology Key Results Knowledge Gaps  How the current 

study has addressed 

the Gaps 

Linking competencies 

with Strategies. The case 

of SMEs In Kenya 

(Namusonge, 2014). 

Review of 

relevant 

literature  

Capabilities of the company are 

crucial in achieving competitive 

advantages. 

Did not link macro 

environment with 

competitive 

strategy drivers 

Aims to link macro 

environment with 

competitive strategy 

drivers 

A Comprehensive 

Review Of the literature 

of Entrepreneurship 

Education, 

Entrepreneurship, 

Economic Environment, 

and Effectiveness. 

(Okeyo, 2013). 

Review of 

relevant 

literature 

The study established the impact 

of an entrepreneurial mindset on 

a company's performance is 

actually varied. Entrepreneurial 

mindset sometimes
1
 reported

1
 

negative
1
 or

1
 insignificant

1
 link

1
 

between
1
 entrepreneurial

1
 

mindset
1
 and

1
 

corporate
1
performance. In

1
 the

1
 

link
1
 between

1
 entrepreneurial

1
 

orientation
1
 and

1
 firm

1
 

performance, business
1
 

development
1
 services

1
 play

1
 a

1
 

role. In
1
 the

1
 entrepreneurial

1
 

orientation
1
 – performance 

relationship, the external 

environment has a moderating 

function. 

Did not consider 

competitive 

strategy drivers 

with firm 

performance 

Aims to include 

competitive strategy 

drivers as an 

independent variable 

Factors affecting 

performance of SMEs 

(Moorthy et al., 2012). 

Descriptive 

study  

Expertise and knowledge will 

result in increased business 

inventiveness and 

competitiveness 

The impact of 

socioeconomic 

and interpersonal 

context factors on 

performance was 

not addressed. 

Study
1
 effect

1
 of

1
 

demographic
1
 and

1
 

individual
1
 

background
1
 

characteristics
1
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Study Methodology Key Results Knowledge Gaps  How the current 

study has addressed 

the Gaps 

Small and medium family 

firms in Nairobi, Kenya's 

succession strategy and 

performance (Maalu, 

2010). 

The study used 

descriptive 

cross-sectional 

and case study.i 

Because the findings on the 

moderating effect
1
 of

1
 family

1
 

and
1
 firm

1
 level

1
institutions were 

varied, no definite conclusion 

could be drawn. 

Did not include 

entrepreneurial 

orientation into 

different 

categories 

to explore the 

intervening effect 

Use entrepreneurial 

orientation to study 

intervening effect 

Examine personality 

attributes on growth 

(Oroko & Ondigi, 2017). 

Factor analysis 

and descriptive 

analysis, 

Personality attributes highly 

influencing growth 

Limited to 

personality 

attributes 

Key entrepreneur 

Orientation attributes 

to be 

studied 

Governance of SMEs' 

complex problems in 

Nairobi, Kenya (Bowen 

et al., 2009). 

Employed 

stratified 

random 

sampling.  

The adoption of a variety of 

strategies leads to business 

success. 

Did not study 

impact 

of the impact of 

business 

environment on 

manufactured 

SMEs' 

effectiveness 

Study effect
1
 of

1
 

Competitive
1
 strategy

1
 

drivers
1
 on

1
 

Performance
1
 of

1
 

manufacturing
1
SMEs 

Source:  Researcher (2019) 
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2.5 Conceptual Framework 

This is a structure of concepts for incorporating and interpreting data. Competitive 

strategy drivers are represented in the framework by environment-based, resource-based, 

and hybrid strategy drivers. Differentiation drivers, focus drivers, and cost drivers explain 

environment-based drivers, whereas resource-based drivers are explained by 

manufacturing small and medium entrepreneur‟s capital raising capacity, technology, 

human capital and value chain management. Low-cost & differentiation and high cost & 

differentiation were indicators of hybrid strategy drivers. 

 

The macro environment was assessed through political, economic, social, technological, 

ecological and legal considerations on how they affected the manufacturing SMEs 

operations. Entrepreneurial orientation on the other hand was guided by the 

manufacturing SMESs‟ innovation, proactivity, risk appetite and their competitive 

aggressiveness. Performance of manufacturing SMEs was assessed through financial and 

non-financial measures.  The relationship between competitive strategy drivers and firm 

performance is moderated by macro environment and mediated by entrepreneurial 

orientation. The conceptual model is summarized in Figure 2.1. 
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       Independent Variable  

                                                        Moderating Variable                           Dependent Variable            

 

 

 

 

                                                                                                                        

H4  

 

                                                                        

                         

                                                                                                                                                                      

                                                                            Intervening Variable 

                                                                       

Figure 2.1: Conceptual Model        

Source: Researcher (2019) 

 

 

Competitive Strategy 

Drivers 

 

1. Environment based 

drivers (Porters 

generic strategy) 

a) Cost drivers 

b) Differentiation 

drivers 

c) Focus drivers 

 

2. Resource based 

drivers 

a) Financial Resources  

b) Technology 

c) Human Resources  

d) Value chain 

management 

 

3. Hybrid strategy 

drivers 

a) Low cost and 

Differentiation 

b) High cost and 

Differentiation 

Macro Environment 

a) Political 

b) Economic 

c) Social  

d) Technological 

e) Ecological/ Environmental 

f) Legal 

Firm Performance 

(Performance of 

Manufacturing 

SMEs) 

1. Financial 

Measure 

a) ROI 

b) ROA 

c) ROE 

2. Non-Financial 

Measures 

a) Entrepreneur 

satisfaction 

b) Growth in 

employment 

c) Business 

longevity 

Entrepreneurial 

Orientation 

a) Innovation 

b) Proactivity 

c) Risk taking 

d) Competitive 

aggressiveness 

 

H1 

H3 

H2 

H4 



52 
 

2.6 Research Hypotheses 

From
1
 the

1
relationship summarized in

1
 the

1
conceptual

1
 model

1
 in

1
Figure 2.1 the 

researcher derived the
1
following

1
hypotheses: 

H01: Competitive
1
strategy

1
 drivers

1
 have

1
 no

1
significant

1
influence

1
on

1
 the

1
 

performance of
1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County

1
 

H1: Competitive
1
 strategy

1
 drivers

1
 have

1
 significant

1
 influence

1
 on

1
 the

1
 performance

1
    

              of
1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County. 

H02: Macro
1
 environment

1
 has

1
 no

1
 moderating

1
 effect

1
 on

1
 the

1
 relationship

1
between   

            competitive strategy drivers and
1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
   

            Nairobi
1
 City

1
County, Kenya. 

H2: Macro
1
 environment

1
 moderates

1
 the

1
 effect

1
 of

1
 competitive

1
 strategy

1
 drivers

1
 

on
1
the

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County. 

H03: Entrepreneurial orientation has no intervening influence on
1
 the

1
 relationship

1
     

            between
1
 competitive

1
 strategy

1
 drivers

1
 and

1
 performance

1
 of

1
 manufacturing

1
    

            SMEs
1
 in

1
 Nairobi

1
 City

1
County. 

H3: Entrepreneurial
1
 orientation

1
 intervenes

1
 the

1
 relationship

1
 between

1
 competitive

1
    

            strategy
1
 drivers

1
 and

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
    

            City
1
County. 

H04: Competitive strategy drivers, macro environment and entrepreneurial orientation     

jointly have no significant
1
 influence

1
 on

1
 performance

1
 of

1
 manufacturing

1
  

SMEs
1
 in

1
 Nairobi

1
 City

1
County. 

H4: Competitive
1
 strategy

1
drivers, macro environment and entrepreneurial orientation     

            jointly have
1
 significant

1
 influence

1
 on

1
 the

1
 performance

1
 of

1
 manufacturing

1
    

            SMEs
1
 in

1
 Nairobi

1
 City

1
County. 
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2.7 Chapter Summary 

Chapter two presents theoretical review, empirical review that connects competitive
1
 

strategy
1
drivers, entrepreneurial

1
orientation and macro environment and

1
 performance

1
 

of
1
 manufacturing

1
SMEs. The chapter details the research gaps, proposed conceptual

1
 

framework
1
 model

1
 of

1
 the

1
 study

1
 and

1
 the

1
 research hypotheses. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

Thisichapter outlinesithe researchimethods thatiwere applied inithe research study. The 

chapter provides information on the study population, the selection criteria, the 

description of the participants and the sampling techniques. The researcher further 

articulates the research design chosen. The instrument used in the processes used to 

conduct this study are also discussed, as are the methods used to collect data. The 

researcher's procedures for analyzing the research data are also described in this chapter. 

 

3.2 Philosophical Foundation of the Study 

In general terms, the two basic philosophical methods that form the basis of knowledge 

where expectations and predispositions of a study are concerned are positivism and 

phenomenology. More specifically, the positivist approach is quantitative. While on the 

other hand phenomenology is qualitative based (Cooper & Schindler, 2003).  Positivism 

suggests that knowledge exists spontaneously and is based on solid facts, clarity, logic 

validation of outcome and unbiased interpretation.  

 

Phenomenology philosophy is subjective as it is biased towards personage‟s perspective 

or interpretation of facts based on one‟s experiences as well as knowledge (Saunders, 

Lewis & Thornhill, 2007). It originated from interdependency and connectivity of 

alternative frameworks (Grandori, 2001). The positivistic paradigm anchored the 
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research. It entailed looking into the theoretical underpinnings of organizational 

performance and its variables. It guided the collecting of data utilized in testing empirical 

re-affirmations of theory in an objective and unbiased manner. 

 

3.3 Research Design 

The cross-sectional
1
 study

1
 design

1
 was

1
 used

1
 in

1
 the

1
investigation. The

1
 cross-sectional

1
 

design
1
 comprises

1
 collecting data and making

1
 observations

1
 of

1
 a

1
 study's

1
 population

1
 

or
1
 sample

1
 at

1
a single point

1
 in

1
time (Babbie, 2012). Because it recognizes aspects of an 

observable occurrence or investigates hypothesized links between two or more 

phenomena, the design is appropriate (Leedy & Ormrod, 2001). This
1
 study

1
 design

1
 

allowed
1
 the

1
 researcher

1
 to

1
 examine

1
literature through in-depth

1
interviews, a

1
 

pilot
1
study and

1
 actual

1
survey. Such strategies aid in the collection of reliable and non-

biased data (Creswell, 1998). This methodology was suitable for because it allowed 

researcher to investigate the occurrence of the variables studied in cross – sectional 

research populace at one time in point. 

 

This methodology allowed the researcher to pool quantitative data and find patterns of 

correlation among the variables, confirming the broad interpretation of the study 

variables' relationships. Because it allows the researcher to make conclusions about the 

population of interest, cross-sectional design is consistent with the positivist research 

theory that guided this study. Cross-sectional study designs, as proposed in this research, 

are commonly used in entrepreneurship research (Davidsson, 2004). 
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3.4 Research Setting 

The
1
 study

1
 was

1
 concentrated

1
 on

1
 the

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
City County, 

Kenya. The
1
 Micro, Small

1
 and

1
 Medium

1
 Enterprises

1
 Act

1
 2012 defines

1
 a

1
small 

enterprise
1
 as

1
 a

1
firm, trade, service, industry

1
 and

1
 business

1
 entity

1
 whose

1
annual 

turnover
1
 lies between Kshs 0.5-5 million and whose total employees are between 10 and 

50 people (Republic of Kenya, 2012). The act professes two primary purposes, that is, to 

provide
1
 for

1
 the

1
promotion, development

1
and

1
regulation

1
 of

1
 micro

1
 and

1
small 

enterprises and
1
 to establish

1
 the

1
Macro

1
 and

1
Small

1
Enterprises Authority. Kenyan SMEs 

are divided into four sectors; trade, agriculture, provision of services and manufacturing. 

The setting of this study was on the manufacturing sector. The manufacturing sector was 

selected because it is the largest creator of employment in Kenya in both formal and 

informal sectors.  

 

3.5 Population of Study 

The study population comprised of all manufacturing SMEs in Nairobi City County. The 

research adopted the definition of the Micro and Small Enterprises Act 20123 whose 

categorization is Micro enterprises annual turnover does not exceed 500,000 Kenyan 

shillings (Kshs) and employing fewer than 10 people. Small enterprises annual turnover 

ranges between Kshs 500,000 and Kshs 5 million and employing between 10 and 50 

people while Medium enterprises have an annual turnover that ranges between Kshs 5 

million to Kshs 800 million and employing between 50 and 99 employees. The 

manufacturing enterprises were categorized into five vast sub-parts by Nairobi City 

County licensing office to be specific: Food, beverage, tobacco, textile and apparel and 
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leather products; Wood and wood items, paper production, printing and distributing; 

Chemicals, oil, elastic and plastics; Non-metallic mineral items apart from oil based 

commodities; Metal ventures, manufacture of metal items, apparatus and machinery. 

 

Nairobi City County serves as the nation's economic and business center, capital city of 

Kenya and also the country's economic centre. Nairobi City County controls Kenya's 

greatest concentration of industry, accounting for more than half of the country's GDP 

(KNBS, 2013). In addition, the county has the greatest number of manufacturing SMEs in 

Kenya, accounting for 24.5 percent of total informal sector occupations (KNBS, 2016). 

 

3.6 Sampling Design 

A detailed list of manufacturing SMEs operating in the study region was sought from the 

Nairobi
1
 City

1
 County

1
 licensing

1
office. The

1
 list

1
included 2,050 manufacturing

1
SMEs. 

List from both Kenya
1
 Association

1
 of

1
 Manufacturers

1
 and

1
 the

1
 MSME

1
Authority 

complimented the one from Nairobi city licensing office. The list from the Nairobi City 

County licensing office is categorized by nature of business based on permit expenses 

paid which is ascertained based on the kind of business. The study used the list from 

Nairobi City County licensing office as a sampling frame for drawing the required 

sample size.  

 

3.7 Sample Size 

The sample size for the investigation was estimated using Israel's formular for known 

population size (2009). 
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n = N        i 

     1+N(e
2
)
 1

 

Where:
 1
 

1
n = Desired

1
 Sample

1
 Size

1
 

1
N= Population

1
 

1
e = Margin

1
 of

1
 Error

1
 at

1
 5% (standard

1
 value

1
of 0.05) 

The
1
 size

1
 of

1
 the

1
 sample

1
 in

1
 this

1
 research

1
 would

1
be: 

1
n = 2050 

         1+ 2050(0.05)
2                   

1
n = 334 Manufacturing

1
 SMEs

1
 

A
1
 stratified

1
 random

1
 sampling

1
 was

1
 used

1
 to

1
 establish

1
 proportianate

1
 sample

1
 from

1
 

each
1
 strata

1
 as

1
follows: 

Table 3.1: Sample Size Determination 

Strata
1
 Sample

1
 Percent

1
 

1
Building, Mining

1
 and

1
 Construction

1
 10

1
 3

1
 

Chemical
1
 and

1
 Allied

1
 53

1
 16

1
 

1
Energy, Electrical

1
 and

1
 Electronic

1
 25

1
 7

1
 

Agriculture
1
 and

1
 Fresh

1
Produce 8

1
 2

1
 

Food
1
 and

1
 Beverages

1
 56

1
 17

1
 

Leather
1
 and

1
Footwear 4

1
 1

1
 

Metal
1
 and

1
Allied 49

1
 15

1
 

Automotive
1
 21

1
 6

1
 

Paper
1
 and

1
Board 28

1
 8

1
 

Pharmaceutical
1
 and

1
 Medical

1
Equipment 20

1
 6

1
 

Plastics
1
 and

1
Rubber 44

1
 13

1
 

Textiles
1
 and

1
Apparel 7

1
 2

1
 

1
Timber, Word

1
 and

1
 Furniture

1
 9

1
 3

1
 

Total
1
  334

1
 100

1
 

  Source: Nairobi City County Licensing Office (2019) 
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3.8 Data Collection 

This study's primary data collecting technique was a questionnaire formulated in 

structured form using both nominal and ordinal scales (a
3
 five-point

3
 Likert

3
 scale

3
 

where
3
 1 was

3
 strongly

3
 disagree

3
 and

3
 5 being

3
 Strongly

3
agree). Data on performance 

was partially obtained using a table filled for the years 2013 to 2017. Respondents 

comprised of owners of SME or managers, who were in a better position to provide 

informed due to their roles in the organization. To increase rate of response, services of 

professional research assistants were used in questionnaire distribution and collection. 

 

The questionnaire comprised of five sections. Section
3
 A covered both the entrepreneur's 

and the microenterprise's demographic data. Sections
3
 B on competitive strategy drivers, 

section
3
 C on

3
 macro

3
environment, section

3
 D on entrepreneurial orientation and

3
 

section
3
 E on

3
 firm

3
performance. Secondary data were obtained from records of SMEs 

from 2013 through 2017.  

 

3.9 Reliability of the Research Instrument 

Reliabilityiis theimeasure ofithe extentito whichia researchiinstrument under the study 

yields the same results upon conducting several trials (Mugenda & Mugenda, 2003). 

Accordingito Sekaraniand Bougiei(2010), reliability measuresithe degree toiwhich an 

instrument yields insignificant inclination and consequently guarantees predictable 

estimation crosswise over time and over the different items. Its goal is the estimation of 

measurement errors which are normally random. Cronbach'sialpha wasiused toimeasure 

internaliconsistency. Theialpha coefficient value ranged from 0 to 1.  
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For dependability, various researchers propose different cutoff criteria of Cronbach alpha 

value. Cronbach values of 0.7 and higher, had been recommended by Nunnally (1978) 

and Gliem and Gliem (2003). Cooper and Schindler (2014) advocate a Cronbach's alpha 

coefficient range of 0.7 to 0.9 for reliability tests, whereas Asikhia (2010) suggested a 

reliability cutoff value of 0.6. On the other side, Hair, Black, Babin, and Anderson (2010) 

and Bagozzi and Yi (2012) suggest a consistency cutoff criterion of 0.5 for further 

investigation. 

 

Based on Gliem & Gliem (2003), a cutoff Cronbach value of 0.7 was used in this study as 

a strong indicator of the investigation instrument's dependability. After the pilot study, 

the necessary modifications were made to the questionnaire. The results of the reliability 

tests are summarized in Table 3.2 

Table 3.2: Summary of Cronbach’s Alpha Reliability Coefficients 

Variable
3
 Components

3
 of

3
Variables Cronbach’s

3
 

Alpha
3
 

Number
3
 

of
3
items 

Decision
3
 

Competitive
3
 

strategy
3
drivers 

 

Environmental
3
 Based

3
Drivers, 

Resource
3
 Based

3
 Drivers

3
 and

3
 

Hybrid
3
 Strategy

3
 Drivers 

.812
3
 14

3
 Reliable 

Macro
3
 

environment 

 

Political,
 3

Economic,
 3

Social, 

Technological, Ecological,
 3

Legal 

.909 32
3
 Reliable

3
 

Entrepreneurial
3
 

orientation
3
 

 

Innovativeness,
 3

Proactivity,
 3

 Risk
3
 

taking
3
 and

3
 Competitive

3
 

aggressiveness
3
  

.731
3
 18

3
 Reliable

3
 

Performance
3
  

 

Financial
3
measures; ROI, ROA, ROE 

Non-financial
3
measures; 

Entrepreneur
3
satisfaction, Growth

3
 

in
3
 Employee

3
numbers, business

3
 

longevity
3
 

.910
3
 12

3
 Reliable

3
  

Source: Field Data (2019) 
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As shown in Tablei3.2, Cronbach‟sialpha coefficientiranged from 0.731(competitive 

strategy drivers) to 0.910 (firm performance). The reliability coefficient for all variables 

were more than 0.7 cutoff, indicating that the instrument was reliable. Since all 

constructions had high reliability coefficients, the study confirmed data dependability. As 

a result, the study concluded that the instrument was good enough and could be utilized 

for further investigation. 

 

3.10 Validity of the Research Instrument 

Validityirefers toithe degreeito whichithe processed data accurately represents the 

phenomena under investigation. It reflects the idea that an instrument should produce 

accurate findings in order to assess the desired objective by allowing the researcher to hit 

the target in the study sample (Mugenda & Mugenda, 2003). In addition, validity is 

mostly comprehended as how much a sample of items gives a satisfactory operational 

meaning of the construct of interest (Polit & Beck, 2006). Material and factor structure 

are two types of research validity that must be satisfied before the tool can be used. The 

questionnaire's validity was improved by pre-testing it with a few respondents. In 

additional effort of improving research tool's substantive credibility, the researcher 

solicited input and criticism from professionals in the field. The questionnaire was 

developed with the help of the supervisor, who ensured that the data collected 

appropriately addressed the study's questions. Triangulation of data sources also 

enhanced validity of the findings. 
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3.10.1 Test of Validity 

To enhance validity of the questionnaire, it was first pre-tested with a few responders 

from the research population. The instrument was subjected to both construct and 

criterion validity by randomly pilot testing eight managers from various departments of 

the companies to see if they could answer the questions. This pilot group was excluded in 

the final survey. Questionsithat wereiunclear, inadequateior sensitiveiwere cleaned,isorted 

oridropped.  

 

The study took into account the opinions of subject specialists, which included a few 

professors and supervisors from the University of Nairobi's Faculty of Business and 

Management Science. A improved instrument, specific instructions, with consistency on 

the measures to be recorded resulted from the pilot test, all of which helped to prevent 

erroneous findings. The construct validity of an instrument demonstrates how well it 

measures the target concept (Zapolski, Guller, & Smith, 2012). Construct validity was 

tested using factor analysis. Principal Component Analysis and the Varimax technique 

were used to extract the components. The factors ascribed to the variables were all one-

dimensional, indicating that the research components were accurately measured. The 

findings of the factor are shown in Appendix VII. 

 

3.11 Operationalization of Study Variables 

Competitive strategic planning drivers, Entrepreneural orientation, macro environment 

and firm performance were the study variables. The variables were transformed into 

multi-dimensional constructs. Environmental based drivers, resource-based drivers, and 



63 
 

hybrid strategy drivers were constructs of competitive strategy drivers. Macro 

environment constructs were; political, economic, social, technological, legal, ecological. 

Entrepreneurial Orientation constructs included Innovation, Proactivity, Risk appetite and 

Competitive Aggressiveness. Firm performance constructs were financial measures and 

non-financial measures. 

 

Table 3.3: Operationalization of Study Variables 

Variable
3
 Operational

3
 Indicators

3
  

Measurement
3
 

scale
3
 

Questions
3
 

Independent
3
Variable:  

Competitive
3
 Strategy

3
 

Drivers
3
 

Environmental
3
 Based

3
 

Drivers
3
 

Resource
3
 Based

3
 Drivers

3
 

Hybrid
3
 Strategy

3
 Drivers

3
 

5-point
3
 

Likert
3
 Scale

3
  

Section
3
 B

3
 

Moderating
3
Variable: 

Macro
3
 environment

3
 

PESTEL
3
 Model

3
 

Political
3
 

Economic
3
 

Social
3
 

Technological
3
 

Ecological
3
 

Legal
3
 

5-point
3
 

Likert
3
 Scale

3
 

 Section
3
 

C
3
 

Intervening
3
Variable: 

Entrepreneurial
3
 

Orientation
3
 

Innovativeness
3
 

Proactivity
3
  

Risk
3
 taking

3
 

Competitive
3
 

aggressiveness
3
  

5-point
3
 

Likert
3
 Scale

3
 

Section
3
D 

Dependent
3
 Variable:

 3
 

Firm
3
 Performance

3
 

Financial
3
 Measures: ROI, 

ROA, ROE
3
 

Non-Financial
3
 Measures

3
 

Entrepreneurial
3
 

satisfaction
3
 

Employment
3
 growth

3
 

Business
3
 longevity

3
 

Ratio
3
 Scale

3
 

 

 

5-point
3
 

Likert
3
 Scale

3
 

Section
3
 E

3
 

Source: Researcher (2018)  
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3.12 Data Analysis 

Data collected from manufacturing SMEs in Nairobi City County was analyzed using 

descriptive as well as  inferential measures. Frequency and percentages, are examples of 

descriptive statistics and were employed in analysing the demographic features of the 

respondents. The research variables' manifestations were evaluated using1mean, 

standard
1
deviation, coefficient

1
 of

1
variation, skewness, and 

1
kurtosis. Measures

1
 of

1
 

dispersion
1
 (SD) were employed to assess the data's

1
normality and

1
 factor

1
 analysis

1
was

1
 

utilized
1
 in data reduction test. Inferential

1
 statistics

1
 were

1
 used

1
to draw out the linkages 

between the study variables and hypothesis testing.  

 

The direction and degree of the association between the research variables were measured 

using the Pearson product moment correlation coefficient. The value ranged from -1 to 1. 

Coefficient of determination denoted  by (R
2
) was used to measure model‟s power of 

explanation. It varied between zero percent to 100 percent. H1 was tested applying basic 

simple linear regression model. H2 was tested using stepwise relapse examination; H3 

was based on path analysis as proposed by Barron and Kenny (1986) while H4 focused on 

the joint effect, thus utilizing the multiple linear regression model for testing it. 

 

Descriptive Statistics  

These are frameworks for compressing and demonstrating the essential data about a 

variable. Clear encounters are essentially used to graph a specific enlightening gathering, 

which can be either a delineation of the whole individuals or a case of it. Entrancing 

experiences are organized into measures of focal inclination and measures of 
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changeability, spread. Measures of central inclination were done and furthermore the 

spread measures utilizing the applicable strategies for figuring, it was checked if the 

information is symmetrical. Realistic bits of knowledge give clear delineation about the 

people test and the measures used to which makes it less asking for to decipher the 

information features (Wonnacott & Wonnacott, 1990). Enchanting estimations were 

utilized to give profiles of the respondents. 

 

Inferential statistics 

Inferential insights insinuate real examination in regards to a generous mass using test 

information. The purpose of inferential measurements is to establish whether the 

revelations from the example can be summed up - or be associated - to the entire 

population. The strategy for thinking behind inferential insights is to contemplate the 

masses using tests which are ordinarily smaller subsets of the goal populace. The insights 

contain measures that check or make judgments about colossal volumes of data in light of 

truthful traits of a smaller set or test (Wonnacott &Wonnacott, 1990). 

 

Inferential measures were employed in this study to assess the data collected from 

manufacturing SME's in Nairobi County in line with the study formulated hypotheses. In 

order to comprehend the link between multiple variables and support or invalidate ideas, 

the researchers performed inferential tests. The hypotheses were modeled as follows: 

H1: Competitive
1
strategy

1
 drivers

1
 have

1
 no

1
significant

1
influence

1
on

1
 the

1
 performance 

of
1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County. H1 was modelled using simple 

linear regression as; 
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Y1= β0 + β1 X1 + ε 

Y1= performance
3
 of

3
 manufacturing

3
SMEs. 

β0 = constant
3
 (intercept), 

β1, = coefficients
3
 of

3
 competitive

3
 strategy

3
 drivers

3
 

X1= composite
3
 index

3
 of

3
 competitive

3
 strategy

3
 drivers

3
 

ε = Error
3
 term

3
 

H2: Macro
1
 environment

1
 moderates

1
 the

1
 effect

1
 of

1
 competitive

1
 strategy

1
 drivers

1
 on

1
 

the
1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County. H2 was modelled 

using stepwise multiple linear regression as follows; 

Step 1: Regress performance of manufacturing SMEs on competitive strategy drivers 

Y2= β0+ β1X + ε 

Step 2: Regress performance of manufacturing SMEs on competitive strategy drivers and 

macro environment both as independent variables 

Y3= β0+ β1X+ β2Z+ε 

Step 3: Regress performance of manufacturing SMES on competitive
1
 strategy

1
 drivers 

*macro
3
 environment

3
 

Y4= β0 + β1X + β2Z + β3 X*Z + ε
1
 

Where;
 1
 

Y2, Y3 andY4 = Performance
1
  

X= Competitive
1
 strategy

1
 drivers

1
 

Z=macro
1
 environment

1
 

X*Z== Competitive
1
 strategy

1
 drivers

1
 and

1
 macro

1
 environment

1
 interaction

1
 term

1
 

ε= Error
1
 term. 
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H3: Entrepreneurial
1
 orientation

1
 intervenes

1
 the

1
 relationship

1
 between

1
competitive 

strategy
1
 drivers

1
 and

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
City County. 

H3 was modelled using path analysis as follows; 

Step1: Regress performance of manufacturing SMEs on competitive strategy drivers 

Y5 = β0+ β1X+ ε 

Step 2: Regress entrepreneurial orientation on competitive strategy drivers 

W= β0+ β1X+ε 

Step3: Regress performance of manufacturing SMEs on entrepreneurial orientation 

Y6 = β0+ β1W+ ε 

Step 4: Regress performance of manufacturing SMEs on competitive strategy drivers and 

entrepreneurial orientation and determine the significance of intervening variable 

Y7 = β0 + β1X+ β2W + ε 

Where; 

Y5, Y6 andY7 = Performance 

X= Competitive strategy drivers 

W= Entrepreneurial orientation 

ε= Error term. 

H4: Competitive strategy drivers, macro environment and entrepreneurial orientation 

jointly have
3
 significant

3
 influence

3
 on

3
 the

3
 performance

3
 of

3
 SMEs

3
 in

3
 Nairobi

3
 

City
3
County. H4 was modelled using multiple linear regression as follows; 

Y8 = β0 + β1X + β2Z + β3W+ ε 
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Table 3.4: Regression Models Summary, Analysis and Interpretation of Results 

Objective
1
 Hypothesis

1
 Analytical

1
 

techniques
1
 

Interpretation
1
 

Objective One: 

Establish the 

relationship
3
 

between
3
 

competitive
3
 

strategy
3
 drivers

3
 

and
3
 performance

3
 

of
3
 manufacturing

3
 

small
3
 and

3
 

medium
3
enterprises. 

H1: Competitive 

strategy drivers 

have significant 

influence on
3
 

the
3
 

performance
3
 

of
3
 

manufacturing
3
 

small
3
 and

3
 

medium
3
 

enterprises
3
 in 

Nairobi
3
 City

3
 

County. 

 

Simple Régression 

analysis 

Y1= β0 + β1 X1+ ε 

Y1= performance
3
 of

3
 

manufacturing
3
 small

3
 

and
3
 

medium
3
enterprises. 

β0 = constant 

(intercept), 

β1, = coefficients 

X1= composite
3
 index

3
 

for
3
 competitive

3
 

strategy
3
 drivers

3
 

ε = Error
3
 term

3
  

R
2
 for

3
 goodness

3
 

of
3
fit,  

P-value for overall 

and individual 

significance 

β for marginal change 

analysis 

Objective Two: 

Establish the
3
 

influence
3
 of

3
 

macro
3
 

environment
3
 on

3
 

the
3
 relationship

3
 

between
3
 

competitive
3
 

strategy
3
 drivers

3
 

and
3
 performance

3
 

of
3
 manufacturing

3
 

small
3
 and

3
 

medium
3
enterprises. 

 

H2: Macro
3
 

environment
3
 

moderates
3
 the

3
 

effect
3
 of

3
 

competitive
3
 

strategy
3
 

drivers
3
 on

3
 the

3
 

performance
3
 

of
3
 

manufacturing
3
 

small
3
 and

3
 

medium
3
 

enterprises
3
 in

3
 

Nairobi
3
 

City
3
County. 

 

 

Stepwise Regression 

analysis 

Y2= β0+ β1X + ε 

Y3= β0+ β1X+ β2Z+ε 

Y4= β0+ β1X+ β2Z+β3 

X.Z + ε 

β0 =constant/intercept 

β1, β2, β3= coefficients 

Y2, Y3 andY4 = 

Performance ;  

X= Competitive 

strategy drivers, 

Z=macro environment 

ε= Error term;  

X.Z= Competitive
3
 

strategy
3
 drivers

3
 and

3
 

macro
3
 environment

3
 

interaction
3
 term

3
 

R
2
 for goodness of 

fit,  

P-value for overall 

and individual 

significance 

β for marginal change 

analysis 

Objective Three: 

Assess the 

influence
3
 of

3
 

entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 

between
3
 

competitive
3
 

strategy
3
 drivers

3
 

and
3
 performance

3
 

H3: 
Entrepreneurial

3
 

orientation
3
 

intervenes
3
 the

3
 

relationship
3
 

between
3
 

competitive
3
 

strategy
3
 

drivers
3
 and

3
 

performance
3
 

Path Analysis 

Y5= β0α+ β1Xs+ ε 

W= β0+ β1Xs+ε 

Y6= β0+ β1W+ ssε 

Y7= β0α+ β1 Xs+ 

β2W+ε 

β0
1
 =constant

1
 

(intercept) 

  β1, β2, = coefficients
1
 

Xs= Competitive
1
 

R
2
 for goodness of 

fit,  

P-value for overall 

and individual 

significance 

β for marginal change 

analysis 
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of
3
 manufacturing 

small
3
 and

3
 

medium
3
enterprises. 

 

of
3
 

manufacturing
3
 

small
3
 and

3
 

medium
3
 

enterprises
3
 in 

Nairobi
3
 City

3
 

County. 

 

strategy
1
drivers, 

Y5, Y6andY7= 

Performance 

W = Entrepreneurial 

orientation 

ε= Error term 

Objective Four: 

Determine
3
 the

3
 

joint
3
 effect

3
 of

3
 

competitive strategy 

drivers, 

entrepreneurial
3
 

orientation
3
 and

3
 

macro
3
 

environment
3
 on the 

performance
3
 of

3
 

manufacturing
3
 

small
3
 and

3
 

medium
3
enterprises. 

H4: Competitive 

strategy drivers, 

macro 

environment 

and 

entrepreneurial 

orientation 

jointly have 

significant 

influence on the 

performance
3
 

of
3
 

manufacturing
3
 

small
3
 and

3
 

medium
3
 

enterprises
3
 in 

Nairobi
3
 City

3
 

County
3
 

Multiple Regression 

analysis 

Y8= β0 + β1X +β2Z + 

β3W+ ε 

Y8= performance α= 

constant (intercept) 

X= = Competitive 

strategy drivers 

Z =macro environment 

W= Entrepreneurial 

orientation 

β1, β2, β3are the 

coefficients 

ϵ-is the error term 

R
2
 for goodness of 

fit,  

P-value for overall 

and individual 

significance 

β for marginal change 

analysis 

Source: Researcher (2018) 

3.13 Chapter Summary 

This
3
 chapter

3
 describes

3
 the

3
 research

3
 methodology

3
 used

3
 in

3
 the

3
study. It

3
 captured

3
 

the
3
 research

3
philosophy, research

3
design, research

3
 setting

3
 and

3
 population

3
of

3
study, 

sampling
3
design, sample

3
size, data

3
 collection,

3
reliability, validity, operationalization

3
 

of
3
 study

3
variables, data

3
 collection

3
 and

3
 data

3
analysis. 
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CHAPTER FOUR 

DATA ANALYSIS AND RESULTS 

4.1 Introduction 

This chapter covers findings of the study and interpretation. The goal of the study was to 

determine how  Entrepreneurial orientation and macro environment affects competitive 

strategic drivers and performance of manufacturing SMEs' in Nairobi City County. The 

study formulated specific objectives and hypotheses. This chapter presents the foundation 

for subsequent statistical operations and analyses to evaluate the research statements 

through the use of descriptive statistics. A well-structured questionnaire was used to 

collect the data for analysis. Respondents were given descriptive statements on a 5-point 

Likert scale for each research variable and were asked to indicate how much they applied 

in their businesses. The details of descriptive analysis of the study variables using 

frequencies, percentages, means, standard deviations and coefficient of variations were 

computed, presented and are discussed in this chapter.  

4.2 Response Rate 

Three hundred and thirty-four (334) manufacturing small SMEs in Nairobi City County 

were considered in a descriptive cross-sectional survey. The
3
 questionnaires

3
 were

3
 self-

administered
3
 to

3
 the

3
 owners

3
or

3
 one

3
 of

3
 the

3
managers

3
 reporting

3
 directly

3
 to

3
 

the
3
owner. Out

3
 of

3
 the

3
 target

3
of 334 respondents, the

3
 researcher

3
 received

3
 

response
3
from 305. Further

3
scrutiny

3
established

3
 that

3
 five

3
questionnaires

3
 were

3
not

3
 

properly
3
 filled

3
 and

3
 hence

3
 omitted

3
 from

3
analysis. The

3
effective returned and usable 
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questionnaires dropped to 300 respondents forming 89.82 percent response rate, this was 

deemed sufficient for analysis. Oly Ndubisi (2007) had a response rate of 75%, Njeru 

(2013) had a response rate of 60%, Njuguna (2014) had a response rate of 99.22%, and 

Owino (2014) had a response rate of 96%. 

Leverin and Liljander (2006) had a response rate of 33.7 percent, Sin, Tse, Yau, Lee, 

and
3
 Chow

3
 (2002) had

3
 a

3
 response

3
 rate

3
of 27.9 percent, and

3
 Morgan

3
 and

3
Hunt (1994) 

had
3
 a

3
 response

3
 rate

3
of 14.6 percent. Based on these response rate from the previous 

studies, the
3
response

3
rate

 
89.82% for

3
 this

3
 study

3
 was

3
 extremely

3
 good 

for
3
survey

3
research as

 
suggested by

3
Punch (2003), who

3
 recommends

3
 a

3
 response

3
 

rate
3
of 80-85 percent. According

3
 to

3
Mugenda & Mugenda (1999), a

3
 response

3
 rate

3
of 

50% is
3
sufficient, 60% is

3
good, and 70% or more is excellent. 

On their part, Fowler (1984), quoted by Njeru (2013), a
3
 response

3
 rate

3
of 60% is

3
 

typical
3
 of

3
 the

3
 research

3
population. The

3
 use

3
 of

3
 introduction

3
 letters

3
 from

3
 the

3
 

University
3
 of

3
 Nairobi

3
 and

3
NACOSTI explaining

3
 the

3
 objective

3
 and

3
 nature

3
 of

3
 the

3
 

study
3
 may

3
 have

3
 contributed

3
 to

3
 the

3
 high

3
 response

3
 rate

3
 achieved

3
 in

3
 this

3
study. The 

assistance and utilization of well-trained research assistants who could connect with the 

respondents could also have contributed to the high response rate. 

4.3 Organizational Characteristics 

The study was concerned with two key firm factors; the age
3
 of

3
 the

3
 firm

3
 defined

3
 in

3
 

terms
3
 of

3
 the

3
 number

3
 of

3
 years

3
 the

3
company

3
 has

3
 been

3
 in

3
business, 

and
3
the

3
ownership structure

3
 of

3
 the

3
 company

3
 measured

3
 in

3
 terms

3
 of

3
 whether

3
it is a 

single proprietorship, partnership, or corporation. The results are summarized in Table 

4.1. 
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Table 4.1: Number of Years of Operation 

Firm Age Frequency  Percentage (%)  

1-5
3
 years

3
  54

3
 18.16

3
  

5-10
3
 years

3
  167

3
 55.50

3
  

10-15
3
 years

3
  47

3
 15.60

3
 

Over
3
 15

3
 years

3
  32

3
 10.74

3
  

Total
3
  300

3
 100%

3
  

Ownership
3
  

Sole
3
 proprietor

3
  266

3
 88.75

3
  

Partnership
3
  28

3
 9.21

3
  

Company
3
  6

3
 2.05

3
  

Total
3
 300

3
 100

3
  

Source: Field Data (2019) 

The respondents' years of operation for the companies are listed in Table 4.1. The firm's 

age can help it become more efficient by allowing it to understand best practices and 

learn how to do things differently. Firm's age was determined by the number of years it 

had been in business, which was assumed to reflect the firm's industry experience. 

According to the findings, 167 (55.50 percent)
 1

 of
1
 the

1
 businesses

1
 have

1
 been in

1
 

operation
1
for 5-10 years, 54 (18.16 percent)

 1
 have

1
 been

1
 in

1
 operation

1
for 1-5 years, 47

1
 

(15.60 percent)
 1

 have
1
 been

1
 in

1
 operation

1
for 10-15 years, and

1
 32 of

1
 the

1
selected 

respondents
1
 have been in business for over 15 years. These

1
 findings

1
 are

1
 in

1
 line

1
with 
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earlier
1
research, which suggests that

1
 SMEs that survive longer than five

1
 years

1
 do

1
not 

enlarge, but
1
 rather

1
 retain

1
 their

1
 pre-inception

1
features. 

Business ownership was
1
 defined

1
 by

1
 classifying

1
the manufacturing SMEs in

1
three 

categories
1
namely sole proprietor, partnership and company. The results indicate that 

266(88.75 percent) of
1
 the

1
 firms

1
 surveyed

1
 were

1
 sole

1
proprietors, 28(9.21 percent)

 1
 

were partnership and 6(2.05 percent) indicated
1
 as

1
companies, thus majority of 

manufacturing SME in Nairobi County were individual owned.  

4.4 Demographic Characteristics 

Gender, marital status, and age distribution were among the characteristics of the 

respondents the study sort to know. The study's target respondents were the firm's owners 

or any other management in a similar position. The results are summarized as follows. 

Table 4.2:  Respondents profiles 

Sex  Frequency Percent  

Male
3
 96 32.0 

Female
3
 204 68.0 

Total
3
 300 100 

Marital
3
 status

3
 

Married
3
 225 74.94 

Single
3
 41 13.81 

Separated/divorced
3
 25 8.18 

Widowed
3
 9 3.07 

Total
3
 300 100 

Age
3
 distribution

3
 

18-24
3
 25 8.44 

25-34
3
 197 65.73 

35-44
3
 48 15.86 

45-54
3
 20 6.65 

55-64
3
 10 3.32 

Total
3
 300 100 

Source: Field Data (2019) 
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Demographic findings are shown in Table 4.2. Most responders (68%) were female, 

while 32 percent were male. This means that in Nairobi City County, there
3
 were

3
 more

3
 

females
3
 than

3
 males

3
 running

3
 manufacturing

3
SMEs. Significant proportion of the 

research participants (74.94 percent) are
3
married, with

3
 (13.81

3
percent) and

3
 

(8.18
3
percent) being

3
 single

3
 and

3
separated/divorced, 

3
respectively. Furthermore, just 

3.07
3
 percent

3
 of

3
 those

3
 polled

3
 are

3
widowed. This

3
 suggests

3
 that

3
 the

3
 respondents

3
 

had
3
 family obligations which drive their decision to work for

3
 a

3
living. According

3
 to

3
 

the
3
findings, the

3
majority (65.73

3
percent) stated that they

3
 were

3
between 25 and

3
 34 

years
3
old, followed

3
by (15.86

3
percent) who

3
 were

3
 between

3
 35 and

3
 44 years

3
old, and

3
 

a
3
few (8.44

3
percent), (6.65

3
percent), and

3
 (3.32

3
percent) who stated that they were 

between
3
18 and 24, 45 to 54, and 55 to 64 years old, respectively. The findings show that 

the majority of
3
 manufacturing SME participants

3
 were too young to actively manage 

their tasks and responsibilities. 

4.5 Manifestations of Study Variables 

The study evaluated how key variables were manifested in different manufacturing SMEs 

in Nairobi City County. This was determined through presenting statements in each 

variable. The study variables were; competitive strategy drivers, entrepreneurial 

orientation, macro environment and firm performance.  

4.5.1 Competitive Strategy Drivers 

The study determined the manifestation of competitive strategy drivers. This is in the 

notion that competitive strategy drivers are important in determining the course of the 

firm through acquisition of competitive edge. Competitive strategy drivers, according to 

both theoretical and empirical data, improve and increase business performance. 
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In this study, competitive strategy drivers‟ measurements were recorded along the three 

dimensions. To capture data on the various competitive strategy driver‟s dimensions, 

descriptive statements derived from literature on a 5-point Likert scale were offered to 

responders. Respondents were asked to rate how true the claims were in their 

manufacturing businesses. The mean scores, standard
3
deviation, and

3
 coefficient

3
 of

3
 

variations were obtained by the test. The
3
 standard

3
 deviation

3
 is

3
 a

3
 measure

3
 

of
3
dispersion that illustrates

3
 how

3
 data

3
 is

3
 distributed

3
 around

3
 the

3
mean. The

3
 

coefficient
3
 of

3
variation (CV) is

3
 a

3
 statistical

3
 measure

3
 of

3
 how

3
 data

3
 points

3
 in

3
 a

3
data

3
 

series
3
 are

3
 distributed around

3
 the

3
mean. 

It
3
represents

3
the

3
standard

3
deviation

3
to

3
the

3
mean

3
ratio. The

3
 coefficient of

3
 variation

3
 is

3
 

a
3
 useful

3
 statistic

3
 for

3
 comparing

3
the amount of variance between two data sets. The 

subsequent subsections present the findings. 

4.5.1.1 Environmental Based Drivers 

The study evaluated the influence of environmental based drivers (differentiation drivers, 

focus drivers and cost drivers) on the effectiveness of Nairobi City County's 

manufacturing SMEs. Results are presented in Table 4.3.  

Table 4.3: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Environmental Based Drivers. 

Statements
1
 Mean

3
 

Std. 

Dev
3
 

CV
3
 

Skewness
3
 Kurtosis

3
 

Differentiation
1
 drivers

1
 

   
  We

1
 have

1
 the

1
 ability

1
 to

1
 deliver

1
 high

1
 

quality
1
 products

1
 and

1
services 

3.69 0.56 0.15 0.26 0.11 

We
1
 have

1
 effective

1
 sales

1
 and

1
 

marketing
1
team 

3.46 0.79 0.23 0.08 0.35 

The
1
 market

1
 understands

1
 the

1
 benefits

1
 

offered
1
 by

1
 the

1
 differentiated

1
offerings 

3.78 0.77 0.2 0.34 0.76 
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Products
1
 and

1
 services

1
 different

1
 from

1
 

and
1
 more attractive

1
 than

1
 those

1
 of

1
 our

1
 

competitors
1
 

3.7 0.62 0.17 0.14 0.33 

Overall 3.66 0.69 0.19 0.21 0.39 

Focus
1
 Drivers

1
  

     
We

1
 have

1
 brand

1
 image

1
 that

1
 our

1
 

customers
1
value 

3.13 0.76 0.24 0.71 0.67 

We
1
 concentrate

1
 on

1
 particular

1
 

niche
1
markets 

3.2 0.88 0.28 0.46 0.81 

We
1
 understand

1
 the

1
 dynamics

1
 of

1
 the

1
 

niche
1
 market

1
 and

1
 the

1
 unique

1
 needs

1
 of

1
 

customers
1
 within

1
it 

3.87 0.65 0.17 0.45 0.81 

We
1
 build

1
 strong

1
 brand

1
 loyalty

1
 

amongst
1
 our

1
 customers

1
 thus

1
 making

1
 

our
1
 particular

1
 market

1
 segment

1
 less

1
 

attractive
1
 to

1
competitors 

3.79 0.81 0.21 0.21 0.64 

We
1
 offer

1
 unique

1
 features

1
 that

1
 fulfill

1
 

the
1
 demands

1
 of

1
 a

1
 narrow

1
market 

3.68 0.92 0.25 0.89 0.55 

The firm concentrates on a particular 

market 
3.81 0.33 0.09 0.22 0.23 

Overall 3.58 0.73 0.2 0.49 0.62 

Cost
1
 Drivers

1
 

     
The

1
 firm

1
 charges

1
 low

1
 prices

1
 relative

1
 

to
1
 other

1
 firms

1
 that

1
 compete

1
 within

1
 the

1
 

target
1
 market

1
 

4.06 0.76 0.19 0.56 0.39 

The
1
 firm

1
 practices

1
 the

1
 lowest

1
 cost

1
 of

1
 

operation
1
 in

1
 the

1
industry 

3.63 0.84 0.23 0.77 0.76 

Our
1
 production

1
 process

1
 is

1
 backed

1
 

by
1
innovation 

2.91 0.99 0.34 0.65 0.99 

The
1
 firm

1
 acquires

1
 quality

1
 raw

1
 

materials
1
 at

1
 the

1
 lowest

1
price 

4.16 0.88 0.21 0.26 0.05 

The
1
 firm

1
 produces

1
 highly

1
 standardized

1
 

product 
1
using

1
 advanced

1
technology 

3.61 0.67 0.19 0.22 0.19 

Overall 3.68 0.83 0.23 0.49 0.48 

Grand Overall 3.64 0.75 0.21 0.39 0.49 

Source:
 1

 Field
1
 Data

1
 (2019) 
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The results of environmental-based drivers are presented in Table 4.3. The analysis 

revealed that the firm understands the benefits offered by differentiated offerings to a 

great extent (mean
3
= 3.78, std

3
dev =.77),

 3
products

3
 and

3
 services

3
 are

3
 different

3
 from

3
 

and
3
 more

3
 attractive

3
 than

3
 those

3
 of

3
competitors (mean

3
 = 3.70, std

3
dev = 0.62), and

3
 

the
3
 firm

3
 can

3
 deliver

3
 high

3
 quality

3
 products

3
 and

3
services (mean

3
 = 3.69, std

3
dev = 

0.62).
 3
 

The scores showed that firms understood the
3
 dynamics

3
 of

3
 the

3
 niche

3
 market

3
 and

3
 the

3
 

unique
3
 needs

3
 of

3
 customers

3
 within

3
 it

3
 to

3
 a

3
 great

3
extent (mean

3
 = 3.87, std

3
dev = 

0.65), firms
3
 concentrated

3
 on

3
 a

3
 particular

3
market (mean

3
 = 3.81, std

3
dev = 0.33), 

and
3
firms built

3
 strong

3
 brand

3
 loyalty

3
 among

3
customers, making

3
 their

3
 particular

3
 

market
3
segment less

3
competitive (mean

3
 = 3.81, std

3
dev = 0.33). The

3
 analysis

3
 

revealed
3
that, to

3
 a

3
 great

3
extent, firms

3
 acquired

3
 quality

3
 raw

3
 materials

3
 at

3
 the

3
 

lowest
3
price (mean

3
 = 4.16, std

3
dev = 0.88), charged

3
 low

3
 prices

3
 relative

3
 to

3
 other

3
 

firms
3
 in

3
 the

3
 target

3
market (mean

3
 = 4.06, std

3
dev = 0.76), practiced

3
 the

3
 lowest

3
 cost

3
 

of
3
 operation

3
 in

3
 the

3
industry (mean

3
 = 3.63, std

3
dev = 0.84), and

3
 produced

3
 highly

3
 

std
3
dev.  

Low-cost leadership is represented by environmental-based strategy drivers 

(differentiation drivers, focus drivers, and cost drivers) across the activity cost chain 

(Tehrani, 2003; Beheshti, 2004). Differentiation that works is anchored on understanding 

buyers' requirements/behaviors so as to determine that which is significant/treasured. To 

increase consumer preference for the product, the desirable traits are then included into 

the product. Low costs enable a company to deliver relatively uniform products with 

characteristics that appeal to a wide range of customers at the lowest possible price, 



79 
 

giving it a competitive edge and increasing market share. A cost leadership firm‟s 

decision maker is forced to analyze the cost efficiency of the firm's processes. The cost 

leadership strategy's primary determinant becomes maintaining a low-cost basis. To be 

effective at low-cost leadership, a company must have a large market share (Gongera, 

2007). Skewness and kurtosis have values within the range of -1 and +1 thus the 

distribution is normal.  The findings demonstrate that respondents were moderately in 

agreement on differentiation drivers, focus drivers and hybrid drivers. This leaves a gap 

to be filled by improvement of the entire components of environmental based drives.  

4.5.1.2 Resource Based Drivers 

The study sought to establish the influence of resource-based drivers on the productivity 

of manufacturing Enterprises in Nairobi County (capital raising capabilities, 

technologies, social resources, and business process management). The results are shown 

in Table 4.4. 

Table 4.4: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Resource Based Drivers 

Statements   Mean
3
 
Std. 

Dev
3
 
CV

3
 
Skewness

3
 Kurtosis

3
 

Financial Resources (Capital Raising Capacity) 
   

  Our
1
firm

1
can

1
easily

1
mobilize

1
resources  3.36 0.94 0.28 0.11 0.54 

Our
1
 firm

1
 has

1
 a

1
 strong

1
 business

1
plan 3.91 1.08 0.28 0.23 0.25 

Our
1
 firm

1
 has

1
 a

1
 clear

1
 strategy

1
 and

1
 

competitive
1
edge 

3.71 0.95 0.26 -0.34 0.92 

Our
1
 firm

1
 has

1
 a

1
 strong

1
 asset

1
 base

1
 and

1
 sound

1
 

financial
1
performance. 

4.02 0.98 0.24 0.67 0.67 

Our
1
business

1
valuation

1
and

11
scalability

1
 are

1
 in

1
 

line
1
 with

1
 investors

1
needs 

3.57 0.84 0.24 0.9 0.27 
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Overall
1
 3.72 0.96 0.26 0.31 0.53 

Technology
1
 (production)

 1
 

     

Our
1
 firm

1
 operation

1
 systems

1
 are

1 
automated

1
 3.95 0.98 0.25 0.22 0.05 

Technology
1
 has

1
 assisted

1
 our

1
 firm

1
 in

1
 altering

1
 

the
1
 price

1
 structure

1
 through

1
 the

1
 development

1
 

of
1
 more

1
 efficient

1
 and

1
 flexible

1
 processes

1
 

4.15 1.00 0.24 -0.16 0.22 

Technology
1
 facilitates

1
 a

1
 culture

1
 of

1
 

continuous
1
 feedback

1
 thus

1
 everyone

1
 knows

1
 

where
1
 they

1
 stand

1
 on

1
 a

1
 regular

1
basis 

4.33 0.94 0.22 -0.41 0.31 

Technology
1
 enables

1
 collection

1
 of

1
 more

1
 

objective
1
 performance

1
 data

1
 on

1
 a

1
 real

1
 

time
1
basis 

3.96 0.97 0.25 0.76 0.44 

Overall
1
 4.10 0.97 0.24 0.1 0.26 

Human
1
 Resources/Capital

1
 

     
Our

1
 firm

1
 has

1
 high

1
 skilled

1
 labour

1
 so

1
 as

1
 to

1
 

produce
1
 economic

1
value 

4.19 0.89 0.21 0.19 0.62 

Human
1
 capital

1
 is

1
 the

1
 most

1
 essential

1
 capital

1
 

in
1
 our

1
firm 

3.98 1.05 0.29 0.08 0.17 

The
1
firm

1
values

1
knowledge, experience,

 1
 skill,

 1
 

attitude,
 1

 ability, 

behaviour
1
and

1
obligation

1
of

1
employees

1
 

4.10 0.92 0.22 0.45 0.13 

The
1
 ability

1
 to

1
 effectively

1
acquire, control

1
 and

1
 

utilize
1
 knowledge

1
 in

1
 every

1
 business

1
 activity

1
 

is
1
 the

1
 differentiator

1
 between

1
 our

1
 firm

1
 and

1
 

competitors
1
 

3.99 0.95 0.24 0.67 0.27 

Overall
1
 3.99 0.95 0.24 0.35 0.29 

Value
1
 Chain

1
 Management

1
 

     
A

1
 tool

1
 of

1
 managing

1
 increasingly

1
 complex

1
 

global
1
 value

1
 chain

1
networks 

3.72 1.01 0.27 0.33 0.22 
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The
1
 firm

1
 focuses

1
 on

1
 optimizing

1 
volumes

1
 and

1
 

value
1
 based

1
 on

1
 cross

1
 functional

1
management 

3.74 1.00 0.27 0.87 0.30 

The
1
 firm

1
 integrates

1
 decision

1
 making

1
 

throughout
1
 the

1
 value

1
chain 

3.34 1.16 0.35 0.34 0.29 

Overall 3.6 1.06 0.29 0.51 0.27 

Grand Overall 3.85 0.99 0.26 0.32 0.34 

Source: Field Data (2019) 

Overally, participants agree that resource-based variables impact the performance of 

manufacturing SMEs in Nairobi
3
 City

3
County (mean

3
= 3.85, standard

3
deviation

3
 = 0.99, 

CV= 26%). The
3
 results

3
 showed

3
 that

3
 firms

3
 had

3
 a

3
 strong

3
 asset

3
 base

3
 and

3
 sound

3
 

financial
3
performance (mean

3
= 4.02, std

3
= 0.98), a

3
 strong

3
 business

3
plan (mean

3
= 3.91, 

std
3
 =1.08), a

3
 clear

3
 strategy

3
 and

3
 competitive

3
edge (mean

3
 =3.71, std

3
 = 0.95), and

3
 

business
3
 valuation

3
 and

3
 scalability

3
 were

3
 in

3
 line

3
 with

3
investor

3
 needs (mean

3
 = 3.57, 

std
3
dev = 0.95) in the capital raising capacity category. 

The study revealed
3
that, to

3
a

3
great

3
extent, technology

3
facilitated

3
a culture

3
of continuous 

feedback, ensuring
3
 that

3
 everyone

3
 knew

3
 where

3
 they

3
 stood

3
 on

3
 a

3
 regular

3
basis 

(mean
3
 = 4.33, std

3
dev = 0.94), technology

3
 had

3
 aided

3
 the

3
 firm

3
 in

3
 altering

3
 the

3
 price

3
 

structure through
3
 the

3
 development

3
 of

3
 more

3
 efficient

3
 and

3
 flexible

3
processes (mean

3
 

= 4.15, std
3
dev = 1.00), and

3
 technology

3
 had

3
 aided

3
 the

3
 firm

3
 in

3
 changing

3
 the

3
 price

3
 

structure through
3
 the

3
 development

3
 of

3
 more

3
 efficient

3
 and

3
 flexible

3
processes. The

3
 

results showed
3
 that

3
 firms

3
 valued

3
knowledge, experience, skill, attitudes, abilities, 

behavior, and
3
 obligation

3
 of

3
employees (mean

3
 = 4.10, std

3
dev = 0.92), the

3
 ability

3
 to

3
 

effectively
3
acquire, control, and

3
 utilize

3
 knowledge

3
 in

3
 a

3
 variety

3
 of

3
ways (mean

3
 = 
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4.19, std
3
dev = 0.89), and

3
 the

3
 ability

3
 to

3
 effectively

3
acquire, control, and

3
utilize

3
 

knowledge
3
 in

3
 a

3
 variety

3
 of

3
ways (mean

3
 = 4.19, std

3
dev = 0.89). 

 

The
3
 study

3
 found

3
 that

3
 firms

3
 focused

3
 on

3
 optimizing

3
 volumes

3
 and

3
 value

3
 based

3
on 

cross
3
functional

3
management (mean

3
= 3.74, std

3
dev = 1.00) and

3 
value

3 
chain

3 

management as
3
 a

3
 tool

3
 for

3
 managing

3
 increasingly

3
 complex

3
 global

3
 value

3
 chain

3 

networks (mean
3
= 3.72, std

3
dev = 1.01) in

3
the

3
value

3
chain

3
management

3
subscale

3
of

3
 

resource
3
based

3
drivers. The development and maintenance of innovativeness, creativity, 

and firm learning inside a business is a critical success element for resource-based divers 

in terms of plan implementation (Pennathur, 2001). A product with qualities that differ 

considerably from those of competitors is the foundation for competitive advantage. 

According to Kotter (2001), whatever a company can
1
 do

1
 to

1
 increase

1
 buyer

1
 value

1
 is

1
 

a
1
 possible

1
 basis

1
for distinction. Once

1
 it

1
 has

1
 identified

1
 a

1
 good

1
 source

1
 of

1
 

buyer
1
value, it

1
 must

1
capitalize on

1
 it

1
 by

1
 incorporating

1
 features

1
 into

1
 its

1
 

products/services
1
 at

1
 a

1
 reasonable

1
cost. These features

1
 might

1
 improve

1
 the

1
 product's

1
 

performance
1
 or

1
 make

1
 it

1
 more

1
cost-effective to

1
use. Differentiation

1
possibilities might 

arise from actions taken at any point along the cost chain of an activity. This implies that 

there is a short fall in value chain management and capital raising capacity hence the 

need to build capacity and review value chain management and capital raising capacity 

structure.  

4.5.1.3 Hybrid Strategy Drivers 

The study evaluated statements on hybrid strategy drivers (differentiation and low cost). 

The
1
 results

1
 are

1
 presented

1
 in

1
 Table

1
4.5. 
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Table 4.5: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Hybrid Strategy Drivers

1
 

Statements   Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Low Cost and Differentiation  

     

Our
1
 firm

1
 achieve

1
 both

1
 high

1
 quality

1
 

and
1
 productivity

1
 at

1
 the

1
 same

1
time 

3.81 0.99 0.26 0.11 0.31 

Our
1
firm

1
embraces

1
mass

1
customizations 3.20 1.19 0.37 -0.24 0.26 

Our
1
 firm

1
 makes

1
 consistent

1
 low-cost

1
 

strategic
1
 decisions

1
 on

1
 how

1
 to

1
 

pursue
1
 competitive

1
 advantages

1
 and

1
 

align
1
 resources

1
 and

1
capabilities 

4.02 0.97 0.24 0.33 0.28 

Our
1
 firm

1
 has

1
 achieved

1
 higher

1
 

performance
1
 than

1
 our

1
competitors  

3.93 0.96 0.24 0.25 0.17 

Overall   3.74 1.03 0.28 0.11 0.26 

Source:
 1

 Field
1
 Data

1
 (2019) 

Table 4.5 shows the results of hybrid strategy drivers (low cost and differentiation and 

high cost and differentiation). Low cost and differentiation had a
3
 mean

3
of 3.74 and

3
a

3
 

standard
3
 deviation

3
of 1.03. To a great extent; firms

3
made consistent

3
 low-cost

3
 strategic

3
 

decisions
3
 on

3
 how

3
 to

3
 pursue

3
 competitive

3
advantages 

and
3
aligned

3
resources

3
and

3
capabilities (mean

3
= 4.02, std

3
dev= 0.97), 

firms
3
outperformed

3
 their

3
competitors (mean

3
 = 3.93, std

3
dev = 0.96), and

3
 firms

3
 

achieved
3
 both

3
 high

3
 quality and

3
 productivity

3
 at

3
 the

3
 same

3
time (mean

3
 = 3.81, 

std
3
dev = 0.99). Respondents (SMEs). did not rate the statements on high cost and 

differentiation as this strategy is commonly used by large/big firms. This implies that 
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hybrid strategy drives are moderate indicators of competitive strategy drivers. There is 

need to relook at the components of hybrid strategy.  

 

4.6 Macro Environment 

The macro environment of a company is the collection of macro variables that have an 

influence on its operations. It is the basis of restrictions, possibilities, difficulties, and 

opportunities which influence how companies do business. Environmental limitations, or 

restraints imposed by the firm's surroundings, are unavoidable in any business. Because 

the process of making decisions in the environment
3
 is

3
never-ending, a

3
 constant

3
 review 

of
3
 the

3
 state

3
 of

3
 the

3
 strategic

3
 variables

3
 in

3
 this

3
environment is required. 

 

To
3
 survive

3
 in

3
 the

3
environment, firms

3
 have

3
 to

3
 pay

3
 attention

3
 and

3
 match

3
 their

3
 

activities
3
 to

3
 the

3
 environmental

3
conditions. These

3
 conditions

3
 exist

3
 both

3
 in

3
 

the
3
macro environment

3
 and

3
 the

3
 industry

3
 in

3
 which

3
 the

3
 firm

3
operates. The

3
 

macro
3
environment consists

3
 of

3
 forces

3
like

3
political, legal, economic, socio-cultural, 

ecological, technological forces
3
 and

3
 legal

3
forces.  Firms have no capability to influence 

the macro environment and other dimensions like complexity, dynamism and 

munificence but may have an influence in the industry environment. Tables below give 

the mean, standard of deviation and coefficient of variation on statements depicting 

aspects of macro environment (PESTEL). 
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Table 4.6: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment (Political) 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

The political stability of the country 3.14 0.97 0.31 0.40 0.66 

Change of political regime 3.90 0.95 0.24 0.35 0.25 

The country‟s overall political 

stability 
3.61 0.98 0.27 -0.23 0.65 

Overall   3.55 0.97 0.27 0.17 0.52 

Source: Field Data (2019) 

Table 4.6 presents findings on political aspect of macro environment. The highest mean 

was change of political regime (Mean = 3.90, SD =i95 and CV = 0.24) followed by the 

country‟s
3
 overall

3
 political

3
stability (Mean = 3.61, SD =i98 and CV = 0.27) and

3
political 

stability
3
 of

3
 the

3
country (Mean = 3.14, SD =i97 and CV = 0.31). Skewness and kurtosis 

are all within the range of -1 and +1, thus, the distribution is normal. This implies that the 

respondents were divide on the political indicators.  

Table 4.7: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment     

                  (Economical) 

Statements  Mean
3
 

Std. 

Dev
3
 

CV
3
 

Skewness
3
 Kurtosis

3
 

Inflationary trends in the country 3.34 0.99 0.30 -0.09 0.28 

Level
1
 of

1
 the

1
 country‟s

1
 overall

1
 

economic
1
 development

1
 

3.34 1.03 0.31 0.17 0.26 

Foreign exchange rates 3.08 1.09 0.35 -0.10 0.68 

Interest rates 3.28 1.17 0.36 -0.03 0.39 

Availability of credit 3.45 1.10 0.32 0.04 0.84 

Changes in the taxation regime 3.15 1.12 0.36 0.08 0.52 

Annual budget allocations to the firm 3.49 0.92 0.26 0.05 0.06 

Intermittent
1
 budget

1
 reviews

1
 and

1
 

re-allocations
1
 by

1
 government

1
 

3.19 1.12 .0.35 -0.13 0.68 

Overall   3.29 1.07 0.32 0.00 0.46 

Source: Field Data (2019) 
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Table 4.7 presents findings on economical aspect of macro environment. The statement 

with the highest mean was annual
1
 budget

1
 allocations

1
 to

1
the firm (Mean = 3.49, SD 

=i92 and CV = 0.26), followed by availability of credit (Mean = 3.45, SD = 1.10 and CV 

= 0.32), level
1
 of

1
 the

1
 country‟s

1
 overall

1
 economic

1
development (Mean = 3.34, SD = 

1.03 and CV = 0.31), inflationary trends in the country (Mean = 3.34, SD =i99 and CV = 

0.30), interest rates (Mean = 3.28, SD = 1.17 and CV = 0.35), intermittent
1
 budget

1
 

reviews
1
 and

1
re-allocations

1
 by

1
government (Mean = 3.19, SD = 1.12 and CV = 0.35), 

changes in the taxation regime (Mean = 3.15, SD = 1.12, CV = 0.36) and foreign 

exchange rates(Mean = 3.08, SD = 1.09 and CV = 0.35). This means that economical 

aspect of micro environment is not fully appreciated.  

Table 4.8: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment (Social) 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Societal norms and values 3.10 0.14 0.37 0.01 0.77 

Customs of various communities 3.09 0.19 0.38 -0.08 0.83 

Religion of host communities 2.84 0.21 0.42 0.11 0.87 

Demands of host communities 3.01 0.09 0.36 0.05 0.52 

Cultural
1
 practices

1
 e.g. 

land
1
demarcation, farming

1
practices, 

1
pastoralism, etc. 

2.98 0.09 0.36 0.00 0.58 

Population growth rate 2.91 0.12 0.38 0.09 -0.67 

Crime rates and terrorism 3.14 0.15 0.37 0.03 -0.79 

Tribal inclinations 3.15 0.17 0.45 0.02 -0.87 

Gender issues 2.85 0.01 0.39 0.20 -0.23 

Overall   3.00 0.13 0.39 0.05 0.11 

Source: Field Data (2019) 
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Table 4.8 presents findings on social aspect of macro environment. The highest mean was 

in tribal inclinations (Mean = 3.15, SD =i17 and CV = 0.55) followed by crime rates and 

terrorism (Mean = 3.14, SD =i12 and CV = 0.37), societal norms and values (Mean = 

3.10, SD = 0.14 and CV = 0.37), demands
1
 of

1
 host

1
communities (Mean = 3.01, SD =i09 

and CV=0.36) and cultural
1
practices e.g. land

1
demarcation, farming

1
practices, 

pastoralism
1
 (Mean = 2.98, SD =i09 and CV = 0.36). This implies that social aspect of 

macro environment plays insignificant role. There is need to review the social aspect. 

 

Table 4.9: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment    

                  (Technological) 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Developments
1
 in

1
 Information

1
 

Communication
1
 & Technology

1
e.g.

 

1
internet, digitization

1
 of

1
services etc. 

2.93 1.14 0.32 0.15 -0.68 

Overall   2.93 1.14 0.32 0.15 -0.68 

Source: Field Data (2019) 

Table 4.9 presents findings on technological aspect of macro environment. The average 

mean score on developments in Information, Communication, and Technology, such as 

the internet and service digitalization, had CV = 0.32, SD = 1.14, and mean = 2.93. 
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Table 4.10: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment     

                     (Ecological/Environmental) 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Interest
1
 from

1
 various

1
stakeholders 3.16 0.84 0.27 -0.17 -0.68 

Government
1
 pronouncements

1
 on

1
 

changes
1
 in

1
 policy

1
 from

1
 time

1
 to

1
 

time
1
 

3.91 1.00 0.25 0.54 0.39 

Devolved Government structure 3.28 0.03 0.31 0.11 -0.80 

Occurrences
1
 in

1
 the

1
 

natural
1
environment e.g. floods, 

drought
1
 etc. 

3.11 0.20 0.33 -0.15 0.86 

Civil society firm‟s agitation for 

rights 
3.18 0.17 0.40 -0.01 -0.86 

Overall 3.33 0.45 0.31 0.06 -0.22 

Source: Field Data (2019) 

Table 4.10 presents findings on environmental aspect of macro environment. The highest 

mean was in from time to time, the government makes announcements on policy 

changes. (Mean = 3.91, SD = 1.00 and CV = 0.25), followed by devolved government 

structure (Mean = 3.28, SD = 0.03 and CV = 0.31), civil society firm‟s agitation for rights 

(Mean = 3.18, SD =i17 and CV = 0.40), interest from various stakeholders (Mean = 3.16, 

SD = 0.84 and CV = 0.27) events in the natural environment, such as floods and droughts 

(Mean = 3.11, SD =i02 and CV = 0.33). Ecological aspect of macro environment is not 

well appreciated in by the MSEs. There is need to review the same.  
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Table 4.11: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Macro Environment (Legal) 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Government‟s fiscal policies 3.36 0.99 0.29 0.29 -0.50 

Taxation policies 3.43 1.23 0.36 0.06 -0.30 

Changes
1
 in

1
 the

1
 Kenya

1
 

Constitution
1
 2010 and

1
 subsequent

1
 

legislation
1
 

2.96 1.19 0.39 0.23 -0.82 

The
1
 legal

1
 framework

1
 prescribing

1
 

the
1
 mandate

1
 of

1
 the

1
firm 

2.98 1.19 0.38 0.06 -0.81 

Legislative
1
 activities

1
 touching

1
 on

1
 

the
1
 firm‟s

1
business 

3.19 1.25 0.39 -0.19 -0.90 

Environmental legislation 3.05 1.18 0.36 -0.04 -0.89 

Overall   3.16 1.17 0.36 0.07 -0.70 

Source: Field Data (2019) 

Table 4.11 presents findings on legal aspect of macro environment. The highest mean 

was in taxation policies (Mean = 3.43, SD = 1.23 and CV = 0.36), followed by 

government‟s fiscal policies (Mean = 3.36, SD =i99 and CV = 0.29), legislative
1
 

activities
1
 touching

1
 on

1
 the

1
firm‟s business

1
 (Mean = 3.19, SD = 1.25 and CV = 0.39), 

environmental legislation (Mean = 3.05, SD = 1.18 and CV = 0.36), legal
1
 framework

1
 

prescribing
1
 the

1
 mandate

1
 of

1
 the

1
firm (Mean = 2.98, SD =  1.19 and CV = 0.38) and 

changes
1
 in

1
 the

1
 Kenya

1
 Constitution

1
 2010 and

1
 subsequent

1
legislation (Mean= 2.96, 

SD=1.19 and CV=0.39). This implies that respondents did not understand fully the 

importance of legal aspect of the environment in their businesses. There is need to 

sensitive entrepreneurs on the importance of legal aspect of the environment.  

 



91 
 

4.7 Entrepreneurial Orientation 

To
1
 establish

1
 the

1
 existence

1
 and

1
 influence

1
 of

1
 entrepreneurial

1
 orientation

1
 on

1
 

performance
1
 of

1
manufacturing SMEs, descriptive statements derived from the literature 

representing the behavior of entrepreneurial firms were presented to respondents. The 

respondents
3
 were

3
 asked

3
 to

3
 rate

3
 the

3
 factors

3
 considered

3
 during

3
 the

3
 firm‟s

3
decision-

making
3
 process

3
 on

3
 a

3
 Likert

3
 scale

3
of 1 (not at all) to

3
5 (very

3
 large

3
extent) in

3
 the

3
last 

five
3
years. In this study, entrepreneurial orientation was depicted as

3
innovativeness, risk 

taking, pro-activeness
3
 and

3
 competitive

3
aggressiveness.  

4.7.1 Innovativeness 

Respondents were asked to rate the statements on innovativeness.  Table 4.12 gives the 

mean, standard of deviation and coefficient of variation on statements depicting 

innovativeness in influencing performance
1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 

City
1
County.  

Table 4.12: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Innovativeness 

Statements  
Mean

3
 

Std. 

Dev
3
 

CV
3
 

Skewness
3
 Kurtosis

3
 

Employees
1
 frequently

1
 come

1
 up

1
 

with
1
 new

1
 products

1
 or

1
 ways

1
 of

1
 

doing
1
 new

1
things 

3.56 .88 0.25 -.17 -1.07 

Manager
1
 favours

1
 own

1
 original

1
 

approaches
1
 to

1
 problem

1
solving 

3.50 1.14 0.33 -.17 -.99 

Firm
1
 has

1
 marketed

1
 new

1
 lines

1
 of

1
 

products
1
 or

1
 services

1
 in

1
 last

1
 

five
1
years 

3.46 1.06 0.31 .08 -.92 

Employees
1
 have

1
 strong

1
 tendency

1
 to

1
 

follow
1
 the

1
 leader

1
 in

1
 introducing

1
 

new
1
products 

3.66 1.06 0.29 .34 -.82 

Firm
1
 often

1
 first

1
 to

1
 introduce

1
 new

1
 

products
1
 and

1
services 

3.48 .90 0.26 .250 -.35 

Average mean score  3.53 1.01 0.29 0.07 -.83 

Source: Field Data (2019) 
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Table 4.12 presents results on innovativeness. Statements depicting innovation had a 

mean of 3.53, standard deviation of 1.01 and coefficient of variation of 0.29. These 

results indicate that innovativeness as a factor contributing to firm performance, had a 

moderately high influence. The statement with the highest mean was that employees had 

a strong tendency
1
 to

1
 follow

1
 the

1
 leader

1
 in

1
 introducing

1
 new

1
products (Mean = 3.66, 

SD = 1.06, CV = 0.29), followed by employees
1
 frequently

1
 come

1
 up

1
 with

1
 new

1
 

products
1
 or

1
 ways

1
 of

1
 doing

1
 new

1
things (Mean = 3.56, SD =i89, CV = 0.25), manager

1
 

favours
1
 own

1
 original

1
 approaches

1
 to

1
 problem

1
solving (Mean = 3.50, SD = 1.14, CV = 

0.33), firms are often
1
 first

1
 to

1
 introduce

1
 new

1
 products

1
 and

1
services (Mean = 3.48, SD 

=i90, CV = 0.26). The average
1
 score

1
 for

1
 skewness

1
was 0.07 which

1
 is

1
 positively

1
 

skewed
1
 and

1
 near

1
 to

1
 zero

1
 which

1
 clarified

1
 that

1
 the

1
 constructs

1
 are

1
symmetrical. 

Kurtosis
1
 values

1
 indicated

1
 that

1
 all

1
 the

1
 sub

1
constructs had a sharp peak thus normally 

distributed (-.829). This demonstrate moderate attachment of innovativeness to business 

performance from the view of the entrepreneurs. The respondents are undecided to use 

innovativeness.  

Innovativeness is a continuous process. Because of the relative word "newness," 

innovation may be classified according to the amount of new information and the 

perspective from which it is seen. According to literature review on entrepreneurial 

innovation, both radical and incremental breakthroughs contribute to a corporation's 

profitability. This indicates that a company that focuses on technological changes may 

not have a worse position in the market and would therefore be more profitable than a 

company that does not use innovation process. According to findings, it is indicated that 

employees are more reserved in innovativeness and are only willing to follow their 
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leaders instead of them coming up with the innovativeness required in the firm. Even 

firms that do competition analysis sometimes overlook the possibility that a competitor 

would opt not to answer to a defensive method. The strategist reduces his assessment of 

the expected value of his firm's move by disregarding that possibility: the higher the 

perceived chance of rival counteraction, the lower the expected reward. The company is 

less inclined to take aggressive action if the expected reward is smaller. 

Certainly, innovativeness, defined as a company's preparedness to seek out and support 

creative solutions to issues and requirements, is critical to improving performance. 

Innovative performance is the sum total of a company's accomplishments in renewal and 

improvement efforts that take into account different areas of the company's 

innovativeness, such
3
 as

3
processes, products,

 3
marketing and

3 
structure. As a result, 

innovative performance (Hagedoorn & Cloodt, 2003) is
3
 a

3
 composite

3
 construct

3
 

based
3
on different

3
 performance

3
 indicators

3
 such

3
 as

3
 new

3
patents, new

3
 

product
3
launches, new

3
initiatives, new

3
processes, and

3
 new

3
 firm

3
arrangements. 

4.7.2 Risk Taking 

Risk-taking refers to a company's willingness to take calculated commercial risks in the 

marketplace, even if the results are unknown. Risk-takers are regarded as brave and 

aggressive in their pursuit of possibilities, since they are willing to make significant and 

hazardous resource commitments in the hopes of reaping great returns. Borrowing 

significantly, entering unfamiliar markets, and devoting a large amount of resources to 

initiatives with unclear results are all examples of risk-taking behavior. In order to 

establish the level of risk- taking dimension, statements were posed to the respondents 
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they had to say how much of these statements related to their small businesses. Table
3
 

4.13 presents
3
 the

3
results. 

Table 4.13: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
Risk taking 

Statements  Mean
3
 Std. Dev

3
 CV

3
 Skewness

3
 Kurtosis

3
 

Manager
1
 has

1
 strong

1
 preference 

for
1
 high

1
 risk

1
projects 

2.95 1.23 0.42 .16 -.38 

Firm
1
 often

1
 first

1
 in

1
 the

1
 market

1
 

in
1
 introducing

1
 new

1
 products

1
 

and
1
services 

3.59 1.04 0.29 .06 -.56 

Firm
1
 has

1
 strong

1
 tendency

1
 to

1
 

be
1
 ahead

1
 of

1
 competitors

1
 in

1
 

introducing
1
 new

1
products 

3.29 1.25 0.38 .09 -.31 

Firm
1
 initiates

1
 actions

1
 to

1
 which

1
 

competitor‟s
1
 then

1
respond 

3.41 1.27 0.37 .13 -.53 

Average mean score  3.31 1.19 0.37 0.11 -.44 

Source: Field Data (2019)  

Table 4.13 presents results on risk taking. The average score of the statements that 

depicted risk taking behaviors of the surveyed firms was mean of 3.31, standard deviation 

of 1.19 and coefficient of variation of 0.37. The statement with the highest mean was 

firms were  often the first
1
 in

1
 the

1
 market

1
 in

1
 introducing

1
 new

1
 products

1
 and

1
services 

(Mean = 3.59, SD = 1.05, CV = 0.29) followed by firms had a strong
1
 tendency

1
 to

1
 be

1
 

ahead
1
 of

1
 competitors

1
 in

1
 introducing

1
 new

1
products (Mean = 3.41, SD = 1.27, CV = 

0.37),  firms has
1
 strong

1
 tendency

1
 to

1
 be

1
 ahead

1
 of

1
 competitors

1
 in

1
 introducing

1
 

new
1
products decision‟s (Mean = 3.29, SD = 1.25, CV = 0.38) and manager had strong 

preference for high risk projects (Mean = 2.95, SD = 1.23, CV = 0.42). This implies that 
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entrepreneurs less of risk taking are moderate. This is in line with the fact that most of the 

respondents were female and would adopt a wait and see approach in terms of risk taking.  

Avlonitis and Salavou (2007) found that businesses with significant social 

entrepreneurship are drawn to projects with higher levels of risk in order to achieve larger 

levels of return. A risk-averse business, on the other hand, will avoid undertaking 

anything that has an unclear payoff and is less flexible to changing conditions. The 

average score for skewness was 0.112 and kurtosis was -.444, which lies within the range 

of -1 and +1 hence normal distribution. 

When risks are properly evaluated, controlled, and managed, possibilities that previously 

seemed to be frightening and excessively dangerous become more appealing. 

Furthermore, a company may realize that improving its ability to detect and manage risk 

allows it to seize opportunities that competition alone cannot. Risk mitigation procedures 

are still necessary to implement even if there isn't an obvious opportunity to exploit. They 

put hazards back within the tolerance threshold of the firm's risk appetite (Dess & 

Lumpkin, 2005). Firms therefore tasks managers with the responsibility of successfully 

exploiting new ventures that are risky while protecting the present opportunities. This too 

may help in avoiding finger pointing among employees if the new venture undertaken 

does not take off as successfully as it was expected.  

4.7.3 Pro-activeness 

Proactivity entails spotting and assessing new possibilities as well as keeping an eye on 

market trends. Proactive businesses may offer new products and services to the market 

ahead of the competition by engaging in these actions. As a result, a proactive company 
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is regarded a leader rather than a follower, because it has the will and insight to seize 

fresh possibilities. At different phases of a company's growth, pro-activity plays a distinct 

role in its performance. 

Proactivity is therefore a critical component throughout the early stages of a company's 

development; nevertheless, it becomes less important as the company matures. 

Proactivity allows a developing new company to cement its position in its chosen 

industry, ensuring long-term success. Statements were asked to the respondents, and they 

were expected to identify the amount to which these statements related to their SMEs, in 

order to evaluate their level of pro-activity. The findings are shown in Table 4.14. 

Table 4.14: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Pro-activeness 

Statements  
Mean

3
 

Std. 

Dev
3
 

CV
3
 

Skewness
3
 Kurtosis

3
 

In
1
 dealing

1
 with

1
 competitors

1
 

the
1
 firm

1
 is

1
 often

1
 the

1
 first

1
 

business
1
 to

1
 introducing

1
 new

1
 

products
1
 and

1
services 

3.56 1.09 0.30 .11 -.67 

Firm
1
 adopts

1
 a

1
 cautious

1
 wait-

and-see
1
 attitude

1
 to

1
 minimize

1
 

costly
1
decisions 

2.97 1.12 0.38 .270 -.58 

The
1
 firm

1
 typically

1
 initiates

1
 

actions
1
 to

1
 which

1
 competitors

1
 

then
1
 respond

1
 to

1
them  

2.91 1.29 0.45 .07 .48 

Average mean score 3.15 1.17 0.38 .15 .57 

Source: Field Data (2019) 

Table 4.14 presents findings on proactivity. The average mean score for proactive 

behaviors of the surveyed firms was 3.15, standard
1
 deviation

1
of 1.17 and

1
 coefficient

1
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of
1
 variation

1
of 0.38. The statements with the highest mean was that in

1
 dealing

1
 with

1
 

competitors
1
 the

1
 firm

1
 is

1
 often

1
 the

1
 first

1
 business

1
 to

1
 introducing

1
 new

1
 products

1
 

and
1
services (Mean = 3.56, SD = 1.09, CV = 0.30), followed by firms adopt a cautious

1
 

wait-and-see
1
 attitude

1
 to

1
 minimize

1
 costly

1
decisions (Mean = 2.97, SD = 1.12, CV = 

0.38) and the firms typically
1
 initiates

1
 actions

1
 to

1
 which

1
 competitors

1
 then

1
 respond

1
 

to
1
them (Mean = 2.91, SD = 1.29, CV = 0.45) respectively. The average score for 

skewness was 0.15 and kurtosis value ofi573, thus normal distribution. There is moderate 

less of proactiveness. This implies that there is need to address entrepreneurs‟ 

proactiveness in order to enhance performance.  

In general, a company's capacity to acquire more knowledge about the resources and 

possibilities accessible in its sector is positively connected to its pro-activeness. This 

means that proactive businesses are better equipped to examine the environment more 

closely in order to spot and exploit gaps. As a result, businesses were more informed in 

terms of acquiring information and resources than less proactive organizations, and as a 

result, they perform better than their less proactive rivals. 

4.7.4 Competitive Aggressiveness 

Competitiveiaggressiveness refersito a company's willingness to actively and vehemently 

attack itsicompetitors in order to gain entrance or enhance its position in the marketplace, 

i.e., to surpass industry rivals. Firms that exhibit this demeanor are more likely to take a 

confrontational stance against competitors in an attempt to defeat those who threaten their 

existence or market position in the sector. Responsive or reactive conduct can be used to 

execute a firm's aggressiveness. 
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When a company joins a market where a rival already exists, it embraces responsiveness 

which might include head-to-head competitiveness or outright attacks on competitors. 

Reactiveness, on the other hand, is an immediate action to a rival's activity; for example, 

when a competitor offers a new product to the target market, a business may lower prices 

and forgo profits to keep its market share. Because the focus on outmaneuvering and 

undermining competitors increases the business's competitiveness at the expense of 

competitors, aggressiveness leads to improved firm performance. The findings are shown 

in Table 4.15. 

Table 4.15: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Competitive Aggressiveness 

Statements  
Mean

3
 

Std. 

Dev
3
 

CV
3
 

Skewnes

s
3
 Kurtosis

3
 

In
1
general, our

1
 business

1
 takes

1
 a

1
 

bold
1
 and

1
 aggressive

1
 approach

1
 

when
1
competing 

3.25 1.18 0.36 .22 -.48 

Our
1
 business

1
 competes

1
 intensely

1
 in

1
 

the
1
industry 

3.18 1.17 0.37 .16 -.41 

We
1
 try

1
 to

1
 undo

1
 and

1
 out

1
 maneuver

1
 

the
1
 competition

1
 as

1
 best

1
 as

1
 we

1
can 

3.05 1.17 0.38 .47 -.10 

The
1
 firm

1
 is

1
 very

1
 seldom

1
 the

1
 first

1
 

business
1
 to

1
 introduce

1
 

new
1
products/services 

3.24 1.14 0.35 .21 -.10 

The
1
 firm

1
 makes

1
 no

1
 special

1
 effort

1
 

to
1
 take

1
 business

1
 from

1
 

its
1
competitors 

2.91 1.16 0.40 .023 -.10 

When
1
 confronted

1
 with

1
 decision

1
 

making
1
situation

1
involving

1
uncertain

1
h

e
1
 firm

1
 adopts

1
 a

1
 cautious

1
 wait-and 

see
1
 attitude

1
 to

1
 minimize

1
 the

1
 

probability
1
 of

1
 making

1
 

costly
1
decisions 

3.35 1.14 0.34 .21 -.22 

Average mean score  3.16 1.16 0.37 0.22 -0.24 

Source: Field Data (2019) 
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Tablei4.15 presentsifindings on competitive aggressiveness. The findings show that the 

averages of competitive aggressiveness were 3.16, standardideviation of 1.16 and 

coefficientiof variationiof 0.37. Aicoefficient ofivariation of 0.37 indicatesithat the 

responseifrom theirespondents were more or less similar. A mean of above 3 indicates 

that the statements depicting competitive aggressiveness influenced firm performance 

moderately. The statement with the highest mean was; when confronted with decision 

making situation involving uncertainty firms adopt a cautious wait-and see attitude to 

minimize the probability of making costly decisions (Mean = 3.35, SD =1.14, CV= 0.34) 

followed by  businesses takes a bold and aggressive approach when competing (Mean = 

3.25, SD=1.18, CV= 0.36),  firms very seldom are the first to introduce new 

products/services (Mean = 3.24, SD =1.14, CV= 0.35),  businesses compete intensely in 

the industry (Mean = 3.18, SD =1.17, CV = 0.37) and firms try to undo and out maneuver 

the competition as best as they can (Mean = 3.05, SD =1.17, CV = 0.38).  This 

demonstrate that entrepreneurs are aggressive in their undertakings.  

The statement with the lowest mean was firms make no special effort to take business 

from its competitors (Mean = 2.91, SD = 1.16, CV= 0.40). This indicated that the firms 

adopted a softer way on competitive aggressiveness. They were not okay with just letting 

their competitors win in the business, but they were not ready to fight for customer share. 

The average score for skewness was 0.216 while kurtosis values -0.236. The values were 

within the range of -1 and +1, thus, confirmation of normal distribution.  

According to Lyon, Lumpkin, and Dess (2000), competitive maneuvers plays a 

significant role in gaining a competitive edge. Being aggressive in competition helps a 

company to gain a competitive advantage by weakening its rivals. It also allows 
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businesses to react swiftly to potentially detrimental rival acts. This suggests that taking 

more forceful and frequent steps can improve performance. However, this may not be the 

best approach for SMEs to compete. Because SMEs have little resources, they are 

unlikely to engage in expensive aggressive and frequent competitive actions. 

4.8 SME Performance 

Firm performance entails achieving targets set by firm in question with the objective of 

maximizing stakeholders‟ wealth. It involves converting available resources into output 

efficiently and effectively so at to realize the goals of the firm both in the present and 

future opportunities. In this study, performance of manufacturing SMEs in Nairobi City 

County was measured in terms of non-financial and financial indicators. Participants will 

be given standards are designed to ensure based on the literature review to measure 

quasi performance. In the previous five years, respondents were asked to assess 

performance indicators on a Likert scale of 1 (not at all) to 5 (very). Return on investment 

(ROI) was used to assess financial performance. Table 4.16 presents the mean, standard 

deviation and coefficient of variation on statements measuring financial performance. 

while table 4.17 presents mean,istandard deviation,icoefficient ofivariation, skewnessiand 

kurtosisifor non-financial measures.  

Table 4.16: Descriptive Statistics for Measures of Financial Performance 

  Mean 
Std. 

Deviation 

CV 
Skewness Kurtosis 

ROI 0.468 0.135 0.288 0.905 0.745 

ROA 0.418 0.114 0.273 0.677 0.114 

ROE 0.397 0.107 0.269 0.811 0.172 
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The findings in Table 4.16 indicated that return on investment (ROI) had a mean of 

0.468, std dev of 0.135 and CV of 28.8 percent. return on assets (ROA) had a mean of 

0.418 with std dev of 0.114 and CV of 27.3 percent while return on equity (ROE) had a 

mean of 0.397, std dev of 0.107 and CV of 26.9 percent. Skewness and kurtosis values 

were within the range of ±1, thus the measures were normally distributed. 

Table 4.17: Descriptive
1
 Statistics

1
 for

1
 Measures

1
 of

1
 Non-Financial Performance 

Statements  Mean
3
 

Std. 

Dev
3
 

CV
3
 

Skewness
3
 Kurtosis

3
 

Entrepreneur
1
 Satisfaction

1
 

     
You

1
 are

1
 generally

1
 satisfied

1
 with

1
 your

1
 

current
1
business 

3.78 0.45 14 -0.13 -0.34 

Your
1
 current

1
 business

1
 meets

1
 

your
1
expectations 

4.09 0.67 13 -0.04 -0.24 

Your
1
 current

1
 business

1
 is

1
 your

1
 most

1
ideal 3.77 0.13 10 -0.002 -0.12 

Overall
1
  3.88 0.42 11 -0.002 -0.12 

Growth
1
 in

1
Employment 

     
Number

1
 of

1
 employees

1
 have

1
 significantly

1
 

increased
1
 in

1
 line

1
 with

1
 our

1
 

business
1
expansion 

3.96 1.14 29 1.07 .13 

Local
1
 market

1
 plays

1
 a

1
 role

1
 in

1
 

employment
1
growth  

3.31 1.13 34 .51 -.77 

Our
1
 firm

1
 promotes

1
 and

1
 hires

1
 new

1
 

employees
1
annually   

3.35 1.25 37 .54 -.88 

Our
1
 firm

1
 experiences

1
 low

1
 employee

1
 

turnover
1
annually 

3.98 1.26 32 -.12 -1.09 

Overall
1
  3.65 1.19 33 .77 -0.65 

Business
1
longevity  

  
 

 
 

Financial
1
 strength

1
 influences

1
 our

1
longevity 3.71 .99 27 -1.13 .92 

Customer
1
 orientation

1
 determine

1
 

business
1
lifespan 

3.35 0.67 20 -.459 -.81 

Internal
1
 capabilities

1
 influence

1
 our

1
longevity 3.80 0.46 12 -.09 -1.05 

Strategic
1
 perspective

1
 defines

1
 our

1
 

firm
1
lifespan 

3.84 0.62 16 -.06 -1.11 

Learning
1
 and

1
 growth

1
 influences

1
 our

1
 

firm
1
longevity  

3.74 0.82 22 .39 -1.01 

Overall
1
    3.69 0.71 19 -0.27 -0.61 

Grand
1
overall 3.74 0.77 21 -0.35 -0.57 

Source: Field Data (2019) 
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Table 4.17 presents findings on non-financial performance. SMEs non-financial 

effectiveness of manufacturing Enterprises was rated 3.74 on average, with std dev of 

0.77 and CV of 21%. CV of 21% shows that the respondents' responses were not 

substantially different.  In the Entrepreneur Satisfaction subscale, “Current business 

meets expectations hadithe highestimean” (Meani= 4.09, SD = 0.67, CV= 13) followed by 

firms are generally satisfied with current business (Mean =3.78, SD = 0.45, CV = 14) and 

current business is the most ideal (Mean = 3.77, SD = 10). This implies that respondents 

were satisfied with the performance of their businesses. Thus, they are likely to inject 

more capital in them.  

In the Growth in employment subscale, the respondents agreed that firms experience low 

employee turnover annually (Mean =3.98, SD = 1.26, CV = 32) andinumber of 

employeesihad significantlyiincreased inilineiwith businessiexpansion (Mean =3.96, SD = 

1.14, CV = 29). On a moderate extent the respondents were of the opinion that firms 

promote and hire new employees (Mean = 3.35, SD = 1.25, CV = 37) and localimarket 

playsia roleiin employmentigrowth (Mean = 3.31, SD = 1.13, CV = 34). This implies that 

there is significant growth in employment which are signs of growth in business.   

The business longevity subscale analysis showed that to a great extent strategic 

perspective defines a firm‟s lifespan (Mean = 3.84, SD = 0.62, CV = 16), internal 

capabilities influence longevity (Mean = 3.80, SD = 0.456, CV = 12), learning and 

growth influences longevity (Mean=3.74, SD = 0.82, CV = 22) and financial strength 

influences longevity (Mean = 3.71, SD = 0.99, CV = 27). This demonstrate that 

businesses have a long-life span, thus new investors are likely to join the manufacturing 

sector.  
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4.9 Sampling Adequacy 

The Kaiser-Meyer-Olkin (KMO) test is a criterion for sample adequacy, or how well data 

is suited to factor analysis. It examines the appropriateness of sampling for each variable 

in the model. If KMO is more than 0.5, the sample is sufficient. The test for the null 

hypothesis that the correlation matrix has an identity matrix is Bartlett's Test of 

Sphericity. The factor analysis is valid if the p-value is less than 0.05. 

Table 4.18: KMO
1
and

 
Bartlett’s

1
 Test

1
 

Variables  Indicators   Value  

Competitive strategy drivers  

  

  

  

Kaiser-Meyer-

Olkin
1
Measure

1
of

1
Sampling

1
Adequacy. 

.688 

Bartlett's
1
 Test

1
 

of
1
Sphericity 

Approx.
 1

 Chi-

Square
1
 

244.017 

Df
1
 3 

Sig.
 1
 .000 

Macro environment 

  

  

  

Kaiser-Meyer-Olkin
1
 Measure

1
 of

1
 

Sampling
1
Adequacy. 

.864 

Bartlett's
1
 Test

1
 

of
1
Sphericity 

Approx.
 1

 Chi-

Square
1
 

754.376 

Df
1
 15 

Sig.
 1
 .000 

Entrepreneurial orientation 

  

  

  

Kaiser-Meyer-Olkin
1
 Measure

1
 of

1
 

Sampling
1
Adequacy. 

.712 

Bartlett's
1
 Test

1
 

of
1
Sphericity 

Approx.
 1

 Chi-

Square
1
 

244.888 

Df
1
 6 

Sig.
 1
 .000 

Performance (non-financial) 

  

  

  

Kaiser-Meyer-Olkin
1
 Measure

1
 of

1
 

Sampling
1
Adequacy. 

.758 

Bartlett's
1
 Test

1
 

of
1
Sphericity 

Approx.
 1

 Chi-

Square
1
 

368.394 

Df
1
 6 

Sig.
 1
 .000 

Source: Field Data (2019) 

Table 4.18 shows a sampling adequacy for the study variables. The sampling adequacy 

for competitive strategy drivers was significant (KMO =i688>.5, p<.05) hence factor 
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analysis is valid. The sampling adequacy for macro environment was significant (KMO 

=i864>.5, p<.05) hence factor analysis is valid. The sampling adequacy for 

entrepreneurial orientation was significant (KMO =i712>.5, p<.05) hence factor analysis 

is valid. The sampling adequacy for performance was significant (KMO =i758>.5, p<.05) 

hence factor analysis is valid. Factorianalysis isiconsidered asian appropriateitechnique for 

furtherianalysis ofithe data. This leads to the test of confirmatoryifactor analysis. 

4.10 Confirmatory Factor Analysis 

The structures for the four research variables, competitive
1
strategy

1
drivers, 

entrepreneurial 
1
orientation, macro environment, and

1
 performance

1
 of

1
 

manufacturing
1
SMEs in Nairobi City County, were confirmed using confirmatory factor 

extraction. For competitive strategy drivers, the confirmatory factor analysis yielded three 

factors, namely environmental
1
based

1
drivers, resource-based

1
drivers

1
and

1
hybrid-

based
1
drivers. For macro environment, the confirmatory factor analysis resulted into six 

factors namely political, economic, social, technological, ecological and legal. For 

entrepreneurial orientation, confirmatory factor analysis yielded four factors namely 

innovativeness, proactivity, risk taking and competitive aggressiveness. For non-financial 

performance, confirmatory factor analysis produced three factors namely 

entrepreneurial
1
satisfaction, growth

1
in

1
 employment

1
 and

1
 business

1
longevity. Table 4.19 

indicates the variables and factor statistics. 
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Table 4.19: Variables and Factor Statistics 

Variable Dimension/Structure/Factor
1
 

No
1
 

of
1
Items 

Scale
1
 

Mean
1
 

Scores
1
 

Competitive Strategy 

Drivers 

  

  

  

Overall
1
 Competitive

1
 

Strategy
1
 Drivers

1
 35

1
 3.78

1
 

Environmental
1
 Based

1
Drivers 15

1
 3.87

1
 

Resource
1
 Based

1
Drives 16

1
 3.55

1
 

Hybrid
1
 Based

1
Drivers 4

1
 3.92

1
 

Macro Environment 

  

  

  

  

  

  

Overall
1
 Macro

1
Environment 32

1
 3.76

1
 

Political
1
  3

1
 4.12

1
 

Economical
1
 8

1
 3.74

1
 

Social
1
 9

1
 3.61

1
 

Technological
1
 1

1
 3.57

1
 

Environmental/Ecological
1
 5

1
 3.82

1
 

Legal
1
 6

1
 3.67

1
 

Entrepreneurial 

Orientation 

  

  

  

  

Overall
1
 Entrepreneurial

1
 

Orientation
1
 18 

3.45 

Innovativeness 5 3.78 

Proactivity  3 2.90 

Risk Taking 4 3.45 

Competitive Aggressiveness 6 3.68 

Firm
1
 Performance

1
 (Non-

financial) 

  

Overall
1
 Firm

1
 Non-Financial

1
 

Performance
1
 12

1
 

3.74
1
 

Entrepreneurial
1
 Satisfaction

1
 3

1
 3.88

1
 

Growth
1
 in

1
 Employment

1
 4

1
 3.65

1
 

Business
1
 Longevity

1
 5

1
 3.69

1
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Source: Field Data (2019) 

4.11 Tests of Statistical Assumptions 

Linear regression makes assumptions about the data used. The assumptions are; normally 

distributed data, linearity, non- multicollinearity, independency and homoscedasticity. It 

is necessary to test assumptions to ensure that data meets important assumptions (Nimon, 

Zientek, & Henson, 2012). It was judged fit to meet the basic premise of the classical 

linear regression model in orderifor theistudy's regression resultsito be robust and 

legitimate. 

 

Statistical assumptions were checked prior to undertaking inferential analysis to ensure 

that the data met the assumptions. If the fundamental assumptions are fulfilled, all data is 

deemed to have been incorporated in the model (Bolker et al., 2009). Otherwise, 

information about violations of these assumptions would have been left unresolved. The 

model was used to assess the results of the regression and significance testing of the 

slopes after multicollinearity, homoscedasticity, independency, and normality were 

tested. The regression analysis' goal was to forecast the degree and direction of the link 

between the studied variables. The results in Table 4.20 confirmed that all the 

assumptions of regression analysis were met thus further statistical analysis could be 

done. 
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Table 4.20:  Results of Test of Statistical Assumptions 

Tests  N  Results  Interpretation  

Normality (Shapiro 

Wilks Test) 

300 Competitive strategy drivers:
 1

 

P-Value
1
 = 0.340>0.05 

Macro environment: P-Value
1
 

= 0.571>0.05 

Entrepreneurial orientation :P-

Value
1
 = 0.064>0.05 

Firm performance: P- Value
1
 = 

0.060>0.05 

Threshold of the 

assumption is met 

Linearity (Anova Test) 300 Competitive strategy drivers:
 1

 

P-Value
1
 = 0.064>0.05 

Macro environment: P- Value
1
 

= 0.213>0.05 

Entrepreneurial orientation: P-

Value
1
 = 0.335>0.05 

Threshold of the 

assumption is met 

Independency (Durbin 

Watson test) 

300 Competitive strategy drivers:
 1

 

P-Value
1
 = 0.08>0.05 

Macro environment: P- Value
1
 

= 0.135>0.05 

Entrepreneurial orientation: P-

Value
1
 = 0.07>0.05 

Threshold of the 

assumption is met 

Homoscedasticity 

(Levene Test) 

300 Competitive strategy drivers:
 1

 

P-Value
1
 = 0.11>0.05 

Macro environment: P- Value
1
 

= 0.10>0.05 

Entrepreneurial orientation: P-

Value
1
 = 0.17>0.05 

Threshold of the 

assumption is met 

Multicollinearity (VIF, 

Tolerance test) 

300 Competitive strategy drivers: 

VIF=3.446<10 

Macro environment: 

VIF=3.158<10 

Entrepreneurial orientation: 

VIF=4.405<10 

Threshold of the 

assumption is met 
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Source: Field Data (2019). 

Data obeyed a linear relationship, that is, Anova test p- value > 0.05. Test of 

independency was based on Durbin Watson. The results indicated that there was no 

autocorrelation as p-value>0.05. Homoscedasticity test was carried out suing levene test. 

The results showed that p-value>0.5, thus, the assumption of homoscedasticity/constant 

variance of errors was satisfied. In terms of multicollinearity which test on the existence 

of high correlation between the independent variable. The results showed that variance
3
 

inflation
3
 factor

3
 values

3
 were

3
 less

3
than 10 and

3
tolerance values

3
 greater

3
than 0.1. Thus, 

there
3
 was

3
 no

3
 high

3
 correlation

3
 between

3
 the

3
 independent

3
variables. All the linear 

regression assumptions were met thus further statistical analysis could be done.  

 

4.12 Collinearity Statistics 

This section presents and discussed the findings of the association amongst dependent 

and independent variables. The size and direction of the link between the variables is 

measured by coefficient of correlation. It ranges from -1 to +1. The greater the 

connection, the closer it is to +1. The association is weaker when coefficient gets closer 

to zero. 
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Table 4.21: Correlation between
1
 Competitive

1
 Strategy

1
 Drivers

1
 and

1
 Performance 

of
1
Manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
 County

1
 

 

Environment 

Based Drivers 

 Resource 

Based 

Drivers 

Hybrid 

Strategy Performance
1
 

Environment
1
 

Based
1
 Drivers

1
 

Pearson
1
 

Correlation
1
 

1
11

 
 
   

Sig.
 1

 (2-

tailed)
 1
 

 
 
   

N
1
 300

1
 
11

     

Resource
1
 

Based
1
 Drivers

1
 

Pearson
1
 

Correlation
1
 

-.154
**1

 
 
1

1
   

Sig.
 1

 (2-

tailed)
 1
 

.007
1
 

 
   

N
11

 300
1
  300

1
   

Hybrid
1
 

Strategy
1
 

drivers
1
 

Pearson
1
 

Correlation
1
 

.187
**1

 
 
.090

1
 1

1
  

Sig.
 1

 (2-

tailed)
 11

 
.001

1
 

 
.125

1
   

N
1
 300

1
  300

1
 300

1
  

Firm
1
 

Performance
1
 

Pearson
1
 

Correlation
1
 

.167
**

 
 
-.273

**
 -.187

**
 1

1
 

Sig.
 1 

(2-

tailed)
 1
 

.005
1
 

 
.000

1
 .002

1
  

N
1
 300

1
  300

1
 300

1
 300

1
 

 **. Correlation
1
 is

1
 significant

1
 at

1
the 0.01 level

1
 (2-tailed).

 1
 

Source: Field
1
 Data

1
 (2019) 

 

The relationship between environment-based
3
drivers, resource-based

3
drivers, hybrid 

strategy
3
drivers, and

3
 performance

3
 is

3
 shown

3
 in

3
Table 4.21. The

3
 Pearson

3
correlation 

between
3
 environmental

3
 based

3
 drivers

3
 and

3
performance (r

3
 =.167, p

3
 = 0.005<.05)

3
 

was
3
significant. There

3
 was

3
 a

3
 strong

3
 connection

3
 between

3
 resource-based

3
 drivers

3
and 

performance
3
(r=-.273, P = 0.000<.05). The

3
 

Pearson
3
connection

3
between

3
hybrid

3
strategy

3
 drivers

3
 and

3
performance (r =-.187, P = 
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0.002<.05) was also significant. The independent and dependent variables had a positive 

significant association. 
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Table 4.22: Correlation
1
 between

1
 Macro

1
 Environment

1
 and

1
 Performance

1
 

 Performance 

Politica

l Economic Social Technological 

Ecologica

l 

 

 

Legal 

Performance Pearson
1
 

Correlation
1
 

1
1
      

 

Sig.
 1
 (2-tailed)

 1
 

      
 

N
1
 

300
1
      

 

Political Pearson
1
 

Correlation
1
 

.709
**1

 1     
 

Sig.
 1
 (2-tailed)

 1
 

.000
1
      

 

N
1
 300

1
 300

1
      

Economic Pearson
1
 

Correlation
1
 

.533
**1

 .225
**1

 1
1
    

 

Sig.
 1
 (2-tailed)

 1
 

.000
1
 .000

1
     

 

N
1
 

300
1
 300

1
 300

1
    

 

Social Pearson
1
 

Correlation
1
 .498

**1
 .185

**1
 .670

**1
 1

1
   

 

Sig.
 1
 (2-tailed)

 1
 

.000
1
 .000

1
 .000

1
    

 

N
1
 

300
1
 300

1
 300

1
 297

1
   

 

Technologic

al 

Pearson
1
 

Correlation
1
 .513

**1
 .386

**1
 .286

**1
 .446

**1
 1

1
  

 

Sig.
 1
 (2-tailed)

 1
 

.000
1
 .000 .000 .000   

 

N
1
 

300
1
 300

1
 300

1
 300

1
 295  

 

Ecological Pearson
1
 

Correlation
1
 .588

**
 .312

**
 .390

**
 .394

**
 .498

**
 1 

 

Sig.
 1
 (2-tailed)

 1
 

.000 .000 .000 .000 .000  
 

N
1
 

300
1
 300

1
 300

1
 300

1
 300

1
 300

1
 

 

Legal Pearson
1
 

Correlation
1
 

.300
**

 .417
**

 .314
**

 .416
**

 .346
**

 .315
**

 
1 

Sig.
 1
 (2-tailed)

 1
 

.000
1
 .000

1
 .000

1
 .000

1
 .000

1
 .000

1
 

 

N
1
 300

1
 300

1
 300

1
 300

1
 300

1
 300

1
 300 

Source: Field Data (2019) 
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Table 4.22 shows correlation the between political, economic, social, technological, 

ecological, legal aspects and performance. The
3
 Pearson

3
 correlation

3
 for

3
 political

3
and 

economic
3
 aspects

3
 on

3
 performance

3
 was

3
significant (r=

3
709, p=0.000<.05

3
 and

3
 r

3
 

=.533, P=0.00<.05
3
respectively). The

3
 correlation

3
 for

3
 social

3
 and

3
 technological

3
 

aspects
3
on performance

3
 was

3
significant (r

3
=i498, P=0.00<.05

3
 and

3
 R =.513, P-value = 

0.00<.05
3
 

3
respectively). The

3
 Pearson

3
 correlation

3
 for

3
 ecological

3
 and

3
 legal

3
 

aspects
3
on performance

3
 was

3
 also

3
significant (r

3
=i588, P=0.000<.05 and

3
r =i300, 

P=0.000<.05).
 3

 There
3
 exists

3
 a

3
 strong

3
 positive

3
 correlation

3
 between

3
 the

3
 

independent
3
 and

3
dependent variables. 
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Table 4.23: Correlation between Entrepreneurial Orientation and Performance 

 Performance
3
 Innovation

3
 Proactivity

3
 

Risk 

Taking 

Competitive 

Aggressiveness 

Performance Pearson
1
 

Correlation
1
 

1     

Sig.
 1

 (2-

tailed)
 1
 

     

N
1
 300     

Innovation Pearson
1
 

Correlation
1
 

.139
**

 1    

Sig.
 1

 (2-

tailed)
 1
 

.005     

N
1
 300 298    

Proactivity Pearson
1
 

Correlation
1
 

.184
**

 .371
**

 1   

Sig.
 1

 (2-

tailed)
 1
 

.001 .000    

N
1
 300 300 300   

Risk Taking Pearson
1
 

Correlation
1
 

.398
**

 .287
**

 .329
**

 1  

Sig.
 1

 (2-

tailed)
 1
 

.000 .000 .000   

N
1
 300 300 300 300  

Competitive 

Aggressiveness 

Pearson
1
 

Correlation
1
 

.267
**

 .396
**

 .370
**

 .358
**

 1 

Sig.
 1

 (2-

tailed)
 1
 

.000
1
 .000

1
 .000

1
 .000

1
  

N
1
 300

1
 300

1
 300

1
 300

1
 300

1
 

**. Correlation
1
 is

1
 significant

1
 at

1
the 0.01 level

1
 (2-tailed).

 1
 

Source: Field Data (2019) 
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The link between innovation, proactivity, risk-taking, competitive aggressiveness, and 

performance is shown in Table 4.23. The Pearson association between innovation and 

proactivity and performance was substantial (R =.139, P-value = 0.005<.05, R =.184, P-

value = 0.001<.05). Risk taking and competitive aggressiveness had a substantial Pearson 

connection on performance (R =i398, P-value = 0.000<.05 and R =.267, P-value = 

0.000<.05), respectively. The independent and dependent variables have a favorable 

association. 

 

4.13 Hypotheses Testing 

The findings of the hypotheses as obtained from the study's particular objectives are 

presented and discussed in this section. Four particular objectives were defined, with 

matching hypotheses created, to attain this goal (H1, H2, H3, and H4). The hypotheses are 

a representation of the hypothesized and stated link between the studied variables in the 

conceptual model. Simple, hierarchical, and stepwise regression, as well as multiple 

regression, were used to validate or disprove the hypotheses. 

 

The hypotheses wereitested using;isimple linear regressionianalysis for hypothesis one 

(directieffect), stepwiseimultiple regressionianalysis forihypothesis twoi(moderating 

effect), path analysis/hierarchical regression analysisiapproach asiproposed byiBaron and 

Kennyi(1986) for hypothesis three (intervening effect) andimultiple linear regression 

analysisifor hypothesisifour (joint effect). Choiceiof analyticalitools wasiguided by the 

studyiobjective, typeiof dataias wellias theimeasurement scales. 
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Theihypotheses were examined at a 95% confidenceilevel (α=0.05), therefore the p-values 

served as decision points for rejecting or failing to reject a hypothesis. When p-

value<0.05,ithe studyifailed toireject theihypotheses, and when p-valueiis more thani0.05, 

the study rejectedithe hypotheses. The correlation coefficient (R), coefficient of 

determinationsi(R
2
), F-Statisticivalues (F), t-statistic values (t-test), and beta values (β) 

were all included in the interpretation of the results and subsequent discussions. The size 

andidirection ofithe link between the variables are represented by the R-value. The 

percentageichange inithe dependentivariable explainediby changesiin the independent 

variables combined was denoted by R
2
. The F test wasiused toidetermine theimodel's 

overall significance. Further, the higher the F-Statistic or p-value<0.05, the more the 

overall significantithe modeliwas. The negative or positive effectiof theiindependent 

variableion theidependent wasiexplained byithe sign of beta (β), t-values represent the 

individual significance of the variables. The findings were provided in conjunction with 

the study's aims and hypotheses. The results of the regression analysis are shown in the 

subsections below. 

4.13.1. Relationship between Competitive Strategy Drivers and Performance 

             Hypothesis One Test 

Objective one was to look at the association between3 competitive3 strategy3 drivers3and 

performance of manufacturing3SMEs'. The3 following3 hypothesis3was developed to 

attain this goal; 

H1: Competitive
1
strategy

1
 drivers

1
 have

1
 no

1
significant

1
influence

1
on

1
 the

1
 

performance of
1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
 City

1
County

1
, Kenya. 
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A3 simple3 linear3 regression3 analysis3was used to assess the3 impact3of competitive 

strategy drivers on performance. H1 was examined using the following equation: 

3
Y = βo + β1X1 + ε

3
 

The
3
 results

3
 are

3
 summarized

3
 in

3
Table 4.24. 

Table 4.24: Regression
1
 Results

1
 for

1
 Effect

1
 of

1
 Competitive

1
 Strategy

1
 Drivers

1
 on

1
     

                    Firm
1
Performance

1
 

Model
3
 Summary

3
 

Model
3
 R

3
 R

3
 Square

3
 Adjusted

3
 R

3
Square Std.

 3
 Error

3
 of

3
 the

3
Estimate 

1
3
 .352

a3
 .124

3
 .121

3
 .61984

3
 

ANOVA
a3

 

Model
3
 

Sum
3
 

of
3
Squares df

3
 

Mean
3
 

Square
3
 F

3
 Sig.

 3
 

1
3
 Regression

3
 16.180

3
 1

3
 16.180

3
 42.113

3
 .000

b3
 

Residual
3
 114.492

3
 298

3
 .384

3
   

Total
3
 130.671

3
 299

3
    

Coefficients
a3

 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardized
3
 

Coefficients
3
 

t
3
 Sig.

 3
 B

3
 Std. Error

3
 Beta

3
 

1
3
 (Constant)

 3
 1.849

3
 .202

3
  9.143

3
 .000

3
 

Competitive
3
 

strategy
3
 drivers

3
 

.390
3
 .060

3
 .352

3
 6.489

3
 .000

3
 

Dependent
3
Variable: Firm

3
performance 

Predictors:
 3

 (Constant), Competitive
3
 strategy

3
 drivers

3
 

Source:
 3

 Field
3
 Data

3
 (2019)

 3
 

The results of the association between
3
 firm

3
 performance

3
 and

3
 competitive

3
strategy 

drivers
3
 are presented in Table 4.24. The study discovered a positive association (R 

=.352) between competitive
3
strategy drivers

3
and firm

3
 performance. 

Competitive
3
strategy drivers

3
explained 12.4% of

3
 variance

3
 in

3
firm

3
 performance, 

according to the coefficient of determination (R
2
 =.124). Firm performance is 
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substantially influenced by competitive strategy drivers (F-value
3
 = 42.113, P = 

0.0000<.05).  

The
3
coefficient

3
ofcompetitive

3
strategy drivers

3
 is (β= 0.390, p-value<0.05), suggesting 

that every unit increase in competitive
3
 strategy

3
drivers leads to a 0.390 rise in firm

3
 

performance. Furthermore, unique competitive
3
 strategy

3
drivers have a substantial impact 

on company success. The findings show that competitive strategy drivers have a 

substantial impact on the
3
 performance

3
 of

3
 manufacturing

3
SMEs, thus supporting 

hypothesis one. 

Table 4.25: Regression Results for Effect
1
 of

1
 Competitive

1
 Strategy

1
 Drivers

1
 on

1
   

                    Return
1
on

1
 Investment

1
 

Model
3
 Summary

3
 

Model
3
 R

3
 R

3
 Square

3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 Error
3
 of

3
 

the
3
Estimate 

Competitive
3
 

strategy
3
 drivers

3
 

0.323
3
 0.104

3
 0.081

3
 0.0374771

3
 

ANOVA
a3

 

Model
3
 

Sum
3
 

of
3
Squares 

Df
3
 

Mean
3
 

Square
3
 

F
3
 Sig.

 3
 

Competitive
3
 

strategy
3
 

drivers
3
 

Regression
3
 0.006

3
 1

3
 0.006

3
 4.418

3
 0.042

3
 

Residual
3
 0.298

3
 298

3
 0.001

3
     

Total
3
 0.304

3
 299

3
       

Coefficients
a3

 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardized
3
 

Coefficients
3
 

t
3
 Sig.

 3
 

B
3
 

Std. 

Error
3
 

Beta
3
 

 

(Constant)
 3
 -0.006

3
 0.032

3
   

-

0.182
3
 

0.857
3
 

Competitive
3
 

strategy
3
 

drivers
3
 

0.019
3
 0.009

3
 0.323

3
 2.102

3
 0.042

3
 

Dependent
3
Variable: Return

3
 on

3
Investment 

Predictors
3
 (Constant), Competitive

3
 strategy

3
drivers 

Source:
 3

 Field
3
 Data

3
 (2019) 
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The study revealed that competitive strategy drivers and return on investment had a 

moderate association (R =.323). Competitiveistrategy driversiexplain 10.4 percent of 

variance in ROI, as shown by coefficient of determination (R
2
 =.104). ROI model on 

competitive strategy drivers was significant in overall (F-value = 4.418, p = 0.0000<.05). 

The correlation of competitiveistrategy driversion ROI isi(β= 0.0190, p-value<0.05), 

suggesting thatione unitiincrease inicompetitive strategyidrivers leads to a 0.0190 rise in 

ROI. The findings show thaticompetitive strategyidrivers have a substantial impact onithe 

ROI ofiManufacturing SMEsiin NairobiiCity County. 

Table 4.26: Regression Results for Effect of Competitive Strategic Drives on Return    

                     on Assets 

Model Summary 

Model R R Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

1 .401
a
 .160 .259 .66581 .158 555.831 1 290 

ANOVA
a
     

Model 

Sum of 

Squares df 

Mean 

Square F Sig.     

1 Regression 
246.401 1 246.401 555.831 .000

b
 
    

Residual 128.558 290 .443         

Total 374.959 291           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) 
.392 .092   4.264 .000 .211 .573 

competitive 

strategy 

drivers 

.847 .336 .811 2.521 .000 .776 .918 

a. Dependent Variable: return on assets 

  b. Predictors: (Constant), competitive strategy drivers 

  Source: Field Data, 2019 
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Competitive strategy drives and return on assets were found to have positive and 

moderate relationship with a coefficient of correlation of 0.401. Competitive strategy 

drives accounted for 16 percent of the variation on return on assets (R
2
 = 0.160). the 

predictive model was significant in overall (F =555.831, P-value = 0.000). Beta 

coefficient of competitive strategy driver (β = 0.811, t = 2.521, P-value = 0.000) was 

individually significant. Thus, competitive strategy drivers had aa significant effect on 

ROA amongst manufacturing SMEs in Nairobi city county. 

Table 4.27: Regression Results for Effect of Competitive Strategy Drives on Return    

                     on Equity 

Model Summary 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

R 

Square 

Change 

F 

Change df1 df2 

1 .336
a
 .113 .112 .78404 .113 344.426 1 291 

ANOVA
a
     

Model 

Sum of 

Squares df 

Mean 

Square F Sig.     

1 Regression 211.725 1 211.725 344.426 .000
b
     

Residual 178.883 291 .615         

Total 390.608 292           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% 

Confidence 

Interval for B 

B 

Std. 

Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .459 .108   4.244 .000 .246 .672 

competitive 

strategy 

drivers 

.382 .142 .336 2.691 .000 .339 .565 

a. Dependent Variable: return on equity 

b. Predictors: (Constant), competitive strategy drivers     

Source: Field Data, 2019 
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As shown in Table 4.26, competitive strategy drivers accounted for percent of the 

variation in return on equity (R
2
= 0.113). the modeliwas overallisignificant (F =344.426, 

P-valuei= 0.000). The coefficient of competitive strategy drivers on return on equity was 

statisticallyisignificant (β = 0.336, t = 2.691, P-valuei= 0.000). The results further 

indicated that competitive strategy driver individually statistically significantly influence 

return on equity in manufacturing SMEs in Nairobi City County.  

Table 4.28: Regression
1
 Results

1
 for

1
 Effect

1
 of

1
 Components of Competitive

1
     

                     Strategy
1
Drivers

1
 on

1
 Firm

1
 Performance

1
 (non -financial) 

Model3 Summary3 

Mo

del3 R3 

R3 

Square3 

Adjusted
3 

R3Square 

Std. 3 Error3 

of3 

the3Estimate 

Change Statistics 

R3 

Square3 

Change
3 

F3 

Change
3 df13 

df2
3 

Sig. 3 F3 

Change
3 

1 .365a .133 .131 .65293 .133 78.359 3 268 .000 

ANOVAa3 

Model3 

Sum3 

of3Square

s df3 

Mean3 

Square3 F3 Sig. 3 

1 Regression3 
100.2173 33 33.4063 78.3593 .000b3 

Residual3 126.1903 2963 .4263 
  

Total3 226.4073 2993 
   

Coefficientsa3 

Model3 

Unstandardized3 

Coefficients3 

Standardized
3 

Coefficients3 

t3 Sig. 3 

Collinearity3 Statistics3 

B3 

Std. 

Error3 Beta3 

Tolerance
3 

VIF3 

 

13 (Constant) 3 
0.1533 .0153 

 
10.123 .0003 

  

Hybrid3 

Strategy3 

Drivers3 

.2253 .0663 .3513 3.4403 .0013 .1913 5.2273 

Environmental3 

Based3 Drivers3 
.1223 .0603 .1563 2.0293 .0023 .1903 5.2603 

Resource3 

Based3 Drivers3 
.1983 .0503 .2433 3.9643 .0003 .5313 

1.8843 

  

a. Dependent
3
Variable: Firm

3
Performance 

b. Predictors:
 3

 (Constant), Environmental
3
 based

3
 drivers, Resource

3
 Based

3
 Drivers, 

Hybrid
3
 strategy

3
Drivers 

   Source: Field
3
 Data

3
 (2019) 
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The
3
 results

3
 of

3
 the

3
 link

3
 between

3
 components

3
 of

3
 competitive

3
 strategy

3
 drivers

3
and 

firm
3
performance are presented in Table 4.27. Environmental-based

3
drivers, resource-

based
3
drivers, and

3
 hybrid

3
 strategy

3
drivers all had a moderate association with firm 

performance (R = 0.365). Environmental-based
3
drivers, resource-based

3
drivers, and

3
 

hybrid
3
 strategy

3
 drivers

3
 account

3
for 13.3% of

3
 the

3
variation in

3
 firm

3
performance, 

according to the coefficient of determination (R
2
 = 0.133). The model was 

statistically
3
significant in overall (F

3
 = 78.359, P-value

3
 = 0.000<.05). Hybrid 

strategy
3
drivers (β= 0.225) had

3
the greatest beneficial impact on company performance, 

followed
3
 by

3
 resource-based

3
 strategy

3
drivers (β= 0.198), and environmental strategy 

drivers (β= 0.122). Environmental-based
3
drivers (p-value

3
 = 0.0020<05), resource-based

3
 

drivers
3
 (p-value

3
 = 0.000<.05), and hybrid

3
 strategy

3
drivers (p-value

3
 = 0.0010<.05) 

significantly statistically individually influenced company performance. The findings 

show that each component of competitive strategy drivers has a substantial impact on3 

the3 performance3of manufacturing3 SMEs3 in3 Nairobi3 City3County. 

4.13.2 Relationship between Competitive strategy Drivers, Macro environment         

and Firm Performance 

Test of Hypothesis Two 

The second objective was
3
 to

3
 assess

3
 the

3
 effect

3
 of

3
 macro

3
 environments

3
on

3
the 

relationship
3
 between

3
 competitive

3
 strategy

3
 drivers

3
 and

3
 performance

3
 

of
3
manufacturing SMEs. To

3
 achieve

3
 this

3
 objective

3
 the

3
 following

3
hypothesis was 

formulated.  
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H2: Macro
3
 environment

3
 moderates

3
 the

3
 effect

3
 of

3
 competitive

3
 strategy

3
 drivers

3
 

on
3
the performance

3
 of

3
manufacturing

3
 SMEs

3
 in

3
 Nairobi

3
 City

3
County, Kenya.  

The equations used to measure H2 were 

Y2= β0 + β1X + ε
3
 

3
Y3= β0 + β1X + β2Z +ε

3
 

3
Y4= β0 + β1X + β2Z + β3 X.Z + ε

3
 

Composite
3
 index

3
 was

3
 computed

3
 for

3
 competitive

3
 strategy

3
drivers, 

macro
3
environment and

3
 firm

3
performance. Hypothesis two was tested

3
 through

3
 path 

analysis/hierarchical
3
regression analysis. In

3
 step

3
one, firm performance was regressed 

on competitive
3
strategy

3
drivers. In

3
 step

3
two, firm performance was regressed on 

competitive
3
 strategy

3
 drivers

3
 and

3
 macro

3
 environment

3
 treating both as independent 

variables. In
3
 step

3
 three

3
 the

3
 interaction

3
 term

3
 between

3
 competitive

3
 strategy

3
drivers 

and
3
 macro

3
 environment

3
 was

3
introduced. The

3
 moderation

3
 effect

3
 is

3
 confirmed

3
when 

the
3
 effect

3
 of

3
 interaction

3
 term

3
 is

3
 statistically

3
significant. The results were as presented 

in Tables 4.28 to 4.34 respectively. 
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Table 4.29: Regression
1
 Results

1
 for

1
 Moderation

1
 Results

1
 of

1
 the

1
 Effect

1
 of

1
     

                     Macro
1
 Environment

1
 on

1
 Competitive

1
 Strategy

1
 Drivers

1
 and

1
     

               Performance
1
 

Model
3
 Summary

3
 

 

 

Model
3
 

 

 

R
3
 

 

R
3
 

Square
3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 

Error
3
 of

3
 

the
3
 

Estimate
3
 

Change
3
 Statistics

3
  

R
3
 

Square
3
 

Change
3
 

F
3
 

Change
3
 

df1
3
 df2

3
 Sig. F

3
 

Change
3
 

1 Competitive 

Strategy Drivers 
.352

a
 .124 .121 .61984 .124 42.113 1 298 .000 

 

2 Competitive 

Strategy Drivers, 

Macro 

Environment 

.447
a
 .200 .197 .46321 .200 74.332 1 298 .000 

 

3 Competitive 

Strategy Drivers, 

Macro 

environment 

interaction 

.489
a
 .239 .234 .57874 .239 46.568 2 297 .000 

 

ANOVA
3
 

Model
3
 Sum

3
 of

3
Squares df

3
 Mean

3
 

Square
3
 

F
3
 Sig.

 3
 

1 Competitive Strategy 

Drivers 

Regression
3
 16.180

3
 1

3
 16.180 42.113

3
 .000

b
 

Residual
3
 114.492

3
 298

3
 .384

3
   

Total
3
 130.671

3
 299

3
    

2 Competitive Strategy 

Drivers, Macro 

Environment 

Regression
3
 15.949

3
 1

3
 15.949

3
 74.332

3
 .000

b
 

Residual
3
 63.940

3
 298

3
 .215

3
   

Total
3
 79.889

3
 299

3
    

3 Competitive Strategy 

Drivers, Macro 

environment interaction 

Regression
3
 31.195

3
 2

3
 15.597

3
 46.568

3
 .000

b
 

Residual 99.476 297 .335   

Total 
130.671 299    

Coefficients 

 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardized
3
 

Coefficients
3
 

 

 

T
3
 

 

 

Sig.
 3
 

Collinearity
3
 Statistics

3
 

B
3
 Std.

 3
 Error

3
 Beta

3
 Tolerance

3
 VIF

3
 

1 

 

 

 

 

2 

 

 

 

(Constant)
 33

 1.849
3
 .202

3
  9.143

3
 .000

3
   

Competitive
3
 Strategy

3
 

Drivers
3
 

.390
3
 .060

3
 .352

3
 6.489

3
 .000

3
 1.000

3
 1.000

3
 

(constant)
 3
 1.608 .151  10.646 .000   

Competitive
3
 

Strategy
3
Drivers, 

Macro
3
 Environment

3
 

.387 .045 .447 8.622 .000 1.000 1.000 

Competitive Strategy 

Drivers, Macro 

environment interaction 

.485 .072 .379 6.696 .000 .800 1.249 

a. Dependent
3
 Variable: Firm

3
performance 
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b. Predictors:
 3

 (Constant), Competitive
3
 strategy

3
drivers, Macro

3
environment 

Source: Field
3
Data (2019) 

The results
3
 of

3
the moderating influence on the association between

3
 competitive

3
strategy 

drivers
3
 and

3
 firm

3
performance are presented in Table 4.28. The outcome of model one 

revealed a moderation relationship between
3
 competitive

3
 strategy

3
 drivers

3
 

and
3
performance (R =.352, R

2
 = 0.124, P-value<0.05). A gradual rise in the value of the 

coefficient of determination in each stage is an indicator of the effect of the macro 

environment in model two (R=.447, R
2
 =.200, P-value<0.05) and three (R=.489, R

2
 = 

0.239, P-value<0.05). 

 

Explanatory power R
2 

= 0.239 indicates that
3
 competitive strategy drivers, macro

3
 

environment and interaction term has
3
23.9 percent

3
 effect

3
 on firm performance. The 

interaction
3
term (CSD*ME) exhibited

3
 a

3
 significant

 
moderating influence (β=.485, P-

value =.0000<.05), thus moderation has taken place. The findings supported the 

hypothesis that macro
3
 environment

3
 moderates

3
the influence of competitive

3
strategy

3
 

drivers
3
on manufacturing SMEs' performance

 
in

 
Nairobi County. 
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Table 4.30: Regression
1
 Results

1
 for

1
 Moderating Influence of Political    

                     Environment
1
on

1
the

1
 Relationship

1
 between

1
 Competitive Strategy    

                     Drivers and
1
Performance

1
 

Model Summary 

Model
3
 R

3
 

R
3
 

Square
3
 

Adjusted
3
 

R
3
Square 

Std. Error
3
 of

3
 

the
3
Estimate 

Change Statistics 

R
3
 

Square
3
Change 

F
3
Change

3
 

Sig.
 3

 F
3
 

Change 

1 .352
a
 0.124 0.121 0.61984 0.124 42.113 0.000 

2 .389
b
 0.151 0.147 0.53213 0.151 31.147 0.000 

3 .421
c
 0.177 0.163 0.51245 0.177 31.919 0.000 

ANOVA
a
 

 

Model
3
 

Sum
3
 

of
3
 

Square

s
3
 

df
3
 

Mean
3
 

Square
3
 

F
3
 Sig.

 3
 

1 

Regression
3
 16.18

3
 1

3
 16.180

3
 42.113

3
 

.000
b
 

  

Residual
3
 

114.49

2
3
 

298
3
 0.384

3
     

Total
3
 

130.67

1
3
 

299
3
       

2 

Regression
3
 14.357 2 7.179 31.147 .000

c
 

Residual 68.45 297 0.230     

Total 82.807 299       

3 

Regression 28.291 3 9.430 31.919 .000
d
 

Residual 87.453 296 0.295     

Total 
115.74

4 
299     

  

  

Coefficients
a
 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardized
3
 

Coefficients
3
 t

3
 Sig.

 3
 

B Std. Error Beta 

1 
(Constant)

 3
 1.849

3
 0.202

3
 

 
9.153

3
 

0.000
3
 

 

CSD
3
 0.39

3
 0.06

3
 0.04

3
 6.500

3
 0.014

3
 

2 

(Constant)
 3
 1.512 0.675 

  
0.000 

CSD 0.361 0.12 0.111 3.008 0.000 

MeP 0.245 0.113 0.109 2.168 0.001 

3 

(Constant) 1.645 0.423 
  

0.000 

CSD 0.418 0.2 0.191 2.090 0.002 

MeP 0.256 0.101 0.1 2.535 0.000 

CSD, MeP, 

Interaction 
0.005 0.002 0.001 2.500 

0.001 

 

a. 
3
Predictors:

 3
(Constant), CSD 

b. 
3
Predictors:

 3
(Constant), CSD, MeP 

c. 
3
Predictors:

 3
(Constant), CSD, MeP, CSD_MeP_Interaction 

d. Dependent Variable: OP 

   
3
Source: Field Data (2019)

 3
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Table 4.29 presents findings on the moderation effect of the political aspect on the 

relationships between competitive strategy drivers and
3
 firm

3
performance. The

3
findings 

show that in step one, CSD accounts
3
for 12.4% of

3
 the

3
 variation

3
 in

3
performance. The

3
 

model in overall terms is significant (F = 42.113, P-Value
3
 = 0.000 <0.05).

 
Beta

3
 

coefficients
3
 were

3
 statistically

3
significant (β =

3
i390, t = 6.500, P-Value

3
 =i014<0.05). 

The
3
 results

3
 in

3
 step

3
 one

3
 was

3
significant. 

In
3
step

3
two, when the political environment was

3
introduced, CSD and political 

environment explained 15.1 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The

3
modeliwas 

in overalliterms
3
significant (F= 31.147, P-Value =i000<0.05). Beta coefficients for CSD 

were statistically significant (β =.361, t = 3.008, P-Value =i000<0.05). Beta coefficients 

for MeP were statistically
3
significant (β =

3
i245, t = 2.168, P-Value

3
 =i001<0.05). The

3
 

results
3
 in

3
 step

3
 two

3
 were

3
significant. 

In
3
 step

3
three, the

3
 interaction

3
 term

3
 was

3
introduced. CSD, political environment and 

interaction term explained 17.7 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The

3
model 

was in overall terms
3
significant (F= 31.919, P-Value =i000<0.05). Beta coefficients for 

interaction
3
term were statistically significant (β =i005, t = 2.500, P-Value =i000<0.05). 

The
3
 results

3
 in

3
 step

3
 three

3
 were

3
significant), hence

3
 interaction took place. 
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Table 4.31: Regression
1
 Results

1
 for

1
 Moderating

1
 Influence

1
 of

1
 Economic

1
    

                    Environment
1
 on

1
 the

1
 Relationship

1
 between

1
 Competitive

1
 Strategy

1
   

                    Drivers
1
 and

1
performance

1
 

Model Summary 

Model R
3
 

R
3
 

Square
3
 

Adjusted
3
 

R
3
 

Square
3
 

Std. Error
3
 

of
3
 the

3
 

Estimate
3
 

Change Statistics 

R
3
 

Square
3
 

Change
3
 

F
3
 

Change
3
 

Sig.
 3

 F
3
 

Change
3
 

1 0.352 0.124 0.121 0.61984 0.124 42.113 0.000 

2 0.361 0.130 0.128 0.44231 0.130 34.285 0.000 

3 0.362 0.131 0.130 0.45328 0.131 30.739 0.000 

ANOVA
a
 

Model
3
 

Sum
3
 of

3
 

Squares
3
 

df
3
 

Mean
3
 

Square
3
 

F
3
 Sig.

 3
 

1 

Regression
3
 16.18

3
 1

3
 16.180

3
 42.113

3
 

.000
b
 

  

Residual
3
 114.492

3
 298

3
 0.384

3
     

Total
3
 130.671

3
 299

3
       

2 

Regression
3
 12.547 2 6.274 34.285 .000

c
 

Residual 54.346 297 0.183     

Total 66.893 299       

3 

Regression 23.231 3 7.744 30.739 .000
d
 

Residual 74.568 296 0.252     

Total 97.799 299     
  

  

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

B 
Std. 

Error 
Beta 

1 
(Constant) 1.849 0.202   9.153 

0.000 

 

CSD 0.39 0.06 0.04 6.500 0.014 

2 

(Constant) 1.342 0.675     0.000 

CSD 0.278 0.12 0.111 2.317 0.000 

MeE 0.211 0.105 0.101 2.010 0.001 

3 

(Constant) 1.116 0.423     0.000 

CSD 0.256 0.114 0.101 2.246 0.002 

MeE 0.199 0.100 0.099 1.990 0.000 

CSD_MeE_Interaction 0.115 0.031 0.028 3.710 
0.001 

 

a. 
3
Predictors:

 3
(Constant), CSD 

b. 
3
Predictors:

 3
(Constant), CSD, MeE 

c. 
3
Predictors:

 3
(Constant), CSD, MeE, CSD_MeE_Interaction 

d. Dependent Variable: OP 
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Source: Field Data (2019) 

Table
1
 4.30 presents

1
 results

1
 of

1
 the

1
 moderating

1
 effect

1
 of

1
 the

1
 economic

1
 aspect

1
 

on
1
the relationship

1
 between

1
 competitive

1
 strategy

1
 drivers

1
 and

1
 firm

1
performance. 

The
1
findings show

1
 that

1
 in

1
 step

1
one, CSD

1
 accounts

1
for 12.4% of

1
 the

1
 variation

1
 

in
1
performance. The model in overall terms is significant (F = 42.113, P-Value <0.05) 

Beta
1
coefficients were

1
 statistically

1
significant (β =i390, t = 6.500, P-Value =i014<0.05). 

The
1
 results

1
in step

1
 one

1
 was

1
significant. 

In
1
 step

1
two, when

1
 economic

1
 environment

1
 was

1
introduced, CSD and

1
economic 

environment
1
explained 13 percent

1
 of

1
 the

1
 variation

1
 in

1
performance. The

1
model was in 

overall terms significant (F= 34.285, P-Value <0.05). Beta coefficients for CSD were 

statistically significant (β =i278, t = 2.317, P-Value =i000<0.05). Beta coefficients for 

MeE were statistically
1
significant (β =i211, t = 2.010, P-Value =i001<0.05). The

1
results 

in
1
 step

1
 two

1
 were

1
significant. 

In
1
 step

1
three, the

1
 interaction

1
 term

1
 was

1
introduced. CSD, economic environment and 

interaction term explained 13.1 percent
1
 of

1
 the

1
 variation

1
 in

1
performance. 

The
1
model

1
was in overall terms significant (F = 30.739, P-Value =i000<0.05). Beta 

coefficients for interaction
1
term were statistically significant (β =i115, t = 3.710, P-Value 

=i001<0.05). The
1
 results

1
 in

1
 step

1
 three

1
 were

1
significant, hence

1
interaction took place. 
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Table 4.32: Regression
1
 Results

1
 for

1
 Moderating

1
 Influence

1
 of

1
 Social

1
 environment     

                      on
1
 the

1
 Relationship

1
 between

1
 Competitive

1
 Strategy

1
 Drivers

1
 and

1
                         

                      Performance
1
 

Model Summary 

 

 

Model
3
 

 

 

R
3
 

 

R
3
 

Square
3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 Error
3
 

of
3
 the

3
 

Estimate
3
 

Change
3
 Statistics

3
 

R
3
 

Square
3
 

Change
3
 

  

1 0.352 0.124 0.121 0.61984 0.124 42.113 0.000 

2 0.382 0.146 0.142 0.44231 0.146 37.567 0.001 

3 0.388 0.151 0.149 0.45328 0.151 30.323 0.001 

ANOVA
a
 

Model 
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

1 

Regression
3
 16.18

3
 1

3
 16.180

3
 42.113

3
 

.000
b
 

  

Residual
3
 114.492

3
 298

3
 0.384

3
     

Total
3
 130.671

3
 299

3
       

2 

Regression 15.546 2 7.773 37.567 .001
c
 

Residual 61.453 297 0.207     

Total 76.999 299       

3 

Regression 19.569 3 6.523 30.323 .001
d
 

Residual 63.674 296 0.215     

Total 83.243 299     
  

  

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 
(Constant) 1.849 0.202   9.153 

0.000 

 

CSD 0.39 0.06 0.04 6.500 0.014 

2 

(Constant) 1.678 0.675     0.000 

CSD 0.334 0.111 0.111 3.009 0.000 

MeS 0.297 0.112 0.101 2.652 0.000 

3 

(Constant) 1.756 0.423     0.000 

CSD 0.332 0.104 0.101 3.192 0.000 

MeS 0.289 0.111 0.099 2.604 0.001 

CSD_MeS_Interaction 0.221 0.103 0.028 2.146 
0.002 

 

a. Predictors: (Constant), CSD 

b. Predictors: (Constant), CSD, MeS 

c. Predictors: (Constant), CSD, MeS, CSD_MeS_Interaction 

d. Dependent Variable: OP 

Source: Field Data (2019) 
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Table 4.31 presents results
3
 of

3
 the

3
 moderating

3
 effect

3
 of

3
 the

3
 social

3
 aspect

3
 on

3
the 

relationship
3
between competitive strategy drivers and firm performance. The findings 

revealed that in step one, CSD accounts
3
for 12.4% of

3
 the

3
 variation

3
 in

3
performance. 

The model is in overall terms significant (F= 42.113, P-Value
3
 = 0.000 <0.05). 

Beta
3
coefficients were

3
 statistically

3
significant (β

3
 =i390, t

3
 = 6.500, P-Value

3
 =i014 

<0.05). The
3
 results

3
in step

3
 one

3
 was

3
significant. 

 

In
3
 step

3
two, when

3
 the

3
 social

3
 environment

3
was

3
introduced, CSD and social 

environment explained 14.6 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The

3
 model

3
was 

in overall terms significant (F= 37.567, P-Value =i001<0.05). Beta coefficients for CSD 

were statistically significant (β =i334, t = 23.009, P-Value =i000<0.05). Beta coefficients 

for MeS were statistically
3
significant (β

3
 =i297, t

3
 = 2.652, P-Value

3
 =i000<0.05). 

The
3
results in

3
 step

3
 two

3
 were

3
significant. 

 

In
3
 step

3
three, the

3
 interaction

3
 term

3
 was

3
introduced. CSD, social environment and 

interaction term explained 15.1 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. 

The
3
model

3
was in overall terms significant (F = 30.323, P-Value =i001<0.05). Beta 

coefficients for
3
 interaction

3
term were statistically

3
significant (β =.221, t = 2.146, P-

Value =i002<0.05). The
3
 results

3
 in

3
 step

3
 three

3
 were

3
significant, hence

3
interaction took 

place. 
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Table 4.33: Regression
1
 Results

1
 for

1
 Moderating

1
 Influence

1
 of

1
 Technological

1
     

                    Environment
1
 on

1
 the

1
 Relationship

1
 between

1
 Competitive

1
 Strategy

1
    

                    Drivers
1
 and

1
 Performance

1
 

Model Summary 

 

 

Model
3
 

 

 

R
3
 

 

R
3
 

Square
3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 Error
3
 

of
3
 the

3
 

Estimate
3
 

Change
3
 Statistics

3
 

R
3
 

Square
3
 

Change
3
 

  

1 0.352 0.124 0.121 0.61984 0.124 42.113 0.000 

2 0.412 0.170 0.168 0.44231 0.170 46.088 0.002 

3 0.457 0.209 0.206 0.45328 0.209 34.202 0.003 

ANOVA
a3

 

Model
3
 

Sum
3
 of

3
 

Squares
3
 

df
3
 

Mean
3
 

Square
3
 

F
3
 Sig.

 3
 

1 

Regression
3
 16.18

3
 1

3
 16.180

3
 42.113

3
 .000

b3
 

Residual
3
 114.492

3
 298

3
 0.384     

Total
3
 130.671

3
 299

3
       

2 

Regression 19.453 2 9.727 46.088 .002
c
 

Residual 62.679 297 0.211     

Total 82.132 299       

3 

Regression 20.892 3 6.964 34.202 .003
d
 

Residual 60.269 296 0.204     

Total 81.161 299     
  

  

Coefficients
a
 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardized
3
 

Coefficients
3
 

t
3
 Sig.

 3
 

B 
Std. 

Error 
Beta 

1 
(Constant)

 3
 1.849

3
 0.202

3
   9.153

3
 

0.000
3
 

 

CSD
3
 0.39

3
 0.06

3
 0.04

3
 6.500

3
 0.014

3
 

2 

(Constant) 1.432 0.423     0.000 

CSD 0.376 0.125 0.369 3.008 0.000 

MeT 0.342 0.111 0.339 3.081 0.000 

3 

(Constant) 1.543 0.332     0.000 

CSD 0.366 0.116 0.362 3.155 0.000 

MeT 0.375 0.121 0.374 3.099 0.001 

CSD_MeT_Interaction 0.322 0.101 0.319 3.188 
0.000 

 

a. 
3
Predictors: (Constant),

 3
 CSD

3
 

b. 
3
Predictors:

 3
 (Constant),

 3
 CSD, MeT 
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c. 
3
Predictors:

 3
 (Constant),

 3
 CSD, MeT, CSD_MeT_Interaction 

d. Dependent Variable: OP 

 Source: Field Data (2019) 

Table 4.32 presents findings
3
 on

3
 the

3
 moderating

3
 effect

3
 of

3
 the

3
 technological

3
 

aspect
3
on the

3
 relationship

3
between competitive strategy drivers and firm performance. 

The results show that in step one, CSD accounts
3
for 12.4% of

3
 the

3
 variation

3
 

in
3
performance. The model is in overall terms significant (F= 42.113, P-Value = 0.000 

<0.05). Beta
3
coefficients were

3
 statistically

3
significant (β

3
 =i390, t

3
 = 6.500, P-Value

3
 

=i014<0.05). The
3
 results

3
 in

3
 step

3
 one

3
 was

3
significant. 

 

In step two when the technological environment was introduced, CSD and technological 

environment explained 17 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The model was in 

overall terms significant (F= 42.088, P-Value =i002<0.05). Beta coefficients for CSD 

were statistically significant (β =i376, t = 3.008, P-Value =i000<0.05). Beta coefficients 

for MeT were statistically significant (β =i342, t = 3.081, P-Value =i001<0.05). The 

results in step two were significant. 

 

In
3
 step

3
three, the

3
 interaction

3
 term

3
 was

3
introduced. CSD, technological environment 

and interaction term explained 20.9 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. 

The
3
model was in overall terms significant (F= 34.202, P-Value =i003<0.05). Beta 

coefficients for interaction term were statistically significant (β =.322, t = 3.188, P-Value 

=i000<0.05).  
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Table 4.34: Regression
1
 Results

1
 for

1
 Moderating

1
 Influence of

1
    

                    Environmental/Ecological Environment
1
 on

1
 the

1
 Relationship

1
 between

1
     

                    Competitive
1
 Strategy

1
 Drivers

1
 and

1
 Performance

1
 

Model Summary 

Model
3
 R

3
 R

3
Square 

Adjusted
3
 

R
3
Square 

Std.
 3

 Error
3
 

of
3
 the

3
 

Estimate
3
 

Change
3
 Statistics

3
 

R
3
 Square

3
 

Change
3
 

F
3
 

Change
3
 

Sig. F
3
 

Change
3
 

1 0.352 0.124 0.121 0.61984 0.124 42.113 0.000 

2 0.438 0.192 0.187 0.35624 0.068 35.286 0.000 

3 0.470 0.221 0.219 0.39657 0.029 27.992 0.000 

ANOVA
a
 

Model
3
 

Sum
3
 of

3
 

Squares
3
 

df
3
 Mean

3
Square F

3
 Sig.

 3
 

1 

Regression
3
 16.180

3
 1 16.180 42.113 .000

b
  

Residual
3
 114.492

3
 298 0.384     

Total
3
 130.671

3
 299       

2 

Regression 15.021 2 7.511 35.286 .000
c
 

Residual 63.215 297 0.213     

Total 78.236 299       

3 

Regression 18.222 3 6.074 27.992 .000
d
 

Residual 64.229 296 0.217     

Total 82.451 299       

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

B 
Std. 

Error 
Beta 

1 
(Constant)

 3
 1.849

3
 0.202

3
 

 
9.153 0.000

3
 

CSD
3
 0.390 0.060 0.040 6.500 0.014

3
 

2 

(Constant)
 3

 1.262 0.361 
 

3.496 0.000
3
 

CSD
3
 0.278 0.109 0.369 2.550 0.000 

MeE 0.298 0.101 0.339 2.951 0.000 

3 

(Constant) 1.116 0.292 
 

3.822 0.000 

CSD 0.295 0.104 0.362 2.837 0.000 

MeE 0.287 0.142 0.374 2.021 0.001 

CSD_MeE_Interaction 0.278 0.131 0.319 2.122 0.000 

a. 
3
Predictors: (Constant),

 3
 CSD 

b. 
3
Predictors: (Constant),

 3
 CSD, MeE 
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c. 
3
Predictors: (Constant),

 3
 CSD_MeE_Interaction 

d. Dependent Variable: OP 

Table 4.33 shows the
3
 moderating

3
 effect

3
 of

3
 the

3
 ecological aspect

3
on the

3
 relationship. 

The results show that in step one, CSD accounts
3
for 12.4% of

3
 the

3
 variation

3
 

in
3
performance. The model is overall terms significant (F= 42.113, P-Value = 0.000 

<0.05). Beta
3
coefficients were

3
 statistically

3
significant (β

3
 =i390, t

3
 = 6.500, P-Value

3
 

=i014<0.05). The
3
 results

3
 in

3
 step

3
 one

3
 was

3
significant. 

 

In step two when ecological environment was introduced, CSD and ecological 

environment explained 19.2 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The modeliwas 

inioverall terms significanti(F= 35.286, P-Value =i000<0.05). Beta coefficients for CSD 

were statisticallyisignificant (β =i369, t = 2.550, P-Valuei=i000<0.05). Betaicoefficient for 

MeE wasistatistically significanti(β =i339, t = 2.951, P-Value =i000<0.05). The results in 

step two were significant. 

 

In
3
 step

3
three, the

3
 interaction

3
 term

3
 was

3
introduced. CSD, ecological environment and 

interaction term explained 22.1 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The

3
model 

was in overall terms significant (F= 37.992, P-Value =i000<0.05). Beta coefficients for 

interaction term were statisticallyisignificant (β =.319, ti= 2.122, P-Valuei=i000<0.05).  
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Table 4.35: Regression
3
 Results

3
 for

3
 Moderating

3
 Influence

3
 of

3
 Legal

3
Environment                          

                     on
3
the

3
Relationship

3
 between

3
 Competitive

3
 Strategy

3
 Drivers                        

                     and
3
Performance

3
of manufacturing

3
SMEs 

Model Summary 

 

 

Model
3
 

 

 

R
3
 

 

R
3
 

Square
3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 

Error
3
 of

3
 

the
3
 

Estimate
3
 

Change
3
 Statistics

3
 

R
3
 

Square
3
 

Change
3
 

  

1 0.352 0.124 0.121 0.61984 0.124 42.113 0.000 

2 0.331 0.110 0.109 0.44231 0.110 41.165 0.000 

3 0.331 0.110 0.109 0.45328 0.110 33.544 0.000 

ANOVA
a
 

Model 
Sum

3
 of

3
 

Squares
3
 

df
3
 

Mean
3
 

Square
3
 

F Sig. 

1 

Regression
3
 16.18

3
 1

3
 16.180

3
 42.113

3
 

.000
b
 

  

Residual
3
 114.492

3
 298

3
 0.384

3
     

Total
3
 130.671

3
 299

3
       

2 

Regression
3
 18.569 2 9.285 41.165 .000

c
 

Residual 66.987 297 0.226     

Total 85.556 299       

3 

Regression 19.564 3 6.521 33.544 .000
d
 

Residual 57.545 296 0.194     

Total 77.109 299     
  

  

Coefficients
a3

 

Model
3
 

Unstandardized
3
 

Coefficients
3
 

Standardiz

ed
3
 

Coefficien

ts
3
 

t
3
 Sig.

 3
 

B
3
 Std. Error

3
 Beta

3
 

1 
(Constant)

 3
 1.849

3
 0.202

3
 

 
9.153

3
 

0.000
3
 

 

CSD
3
 0.39

3
 0.06

3
 0.04

3
 6.500

3
 0.014

3
 

2 

(Constant) 1.115 0.423 
  

0.000 

CSD 0.276 0.147 0.369 1.878 0.000 

MeL 0.126 0.132 0.339 0.955 0.060 

3 

(Constant) 1.109 0.234 
  

0.000 

CSD 0.288 0.164 0.362 1.756 0.061 

MeL 0.131 0.133 0.374 0.985 0.055 

CSD_MeL_Interaction 0.116 0.129 0.319 0.899 
0.073 

 

a. 
3
Predictors:

 3
 (Constant),

 3
 CSD 

b. 
3
Predictors: (Constant),

 3
 CSD, MeL 

c. 
3
Predictors: (Constant),

 3
 CSD, MeL, CSD_MeL_Interaction 

d. Dependent Variable: OP 

Source: Field Data (2019) 
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Table
3
4.34 presents

3
 the

3
 findings

3
 on

3
 moderating

3
 effect

3
 of

3
 the

3
 legal

3
 aspect

3
 on

3
the 

relationship
3
 between

3
 competitive

3
 strategy

3
 drivers

3
 and

3
 firm

3
performance. The results 

show that in step one, CSD accounts
3
for 12.4% of

3
 the

3
 variation

3
 in

3
performance. The 

model is in overall terms significant (F= 42.113, P-Value = 0.000 <0.05). 

Beta
3
coefficients were

3
 statistically

3
significant (β

3
 =i390, t

3
 = 6.500, P-Value

3
 

=i014<0.05). The
3
 results

3
 in

3
 step

3
 one

3
 was

3
significant. 

 

In step two when the legal environment was introduced, CSD and legal environment 

explained 11 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The model was in overall terms 

significant (F= 41.165, P-Value =i000<0.05). Beta coefficients for CSD were statistically 

significant (β =i369, t = 1.878, P-Value =i000<0.05). Beta coefficient for MeL was 

statisticallyisignificant (β =i339, t = 0.955, P-Valuei=i060>0.05). The results in step two 

were insignificant. 

 

In
3
 step

3
three, the

3
 interaction

3
 term

3
 was

3
introduced. CSD, legal environment and 

interaction term explained 11 percent
3
 of

3
 the

3
 variation

3
 in

3
performance. The

3
model was 

in overall terms significant (F= 33.544, P-Value =i000<0.05). Betaicoefficient for 

interactioniterm was statistically insignificant (β =.319, t = 0.899, P-Valuei=i073>0.05).  
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Table 4.36: Results
3
 for

3
Moderation

3
Results

3
 of

3
the

3
 Effect

3
of

3
Macro

3
Environment                         

                     on
3
 competitive

3
 strategy

3
 drivers

3
 and

3
 Return

3
 on

3
Investment 

Model Summary 

                Model
3
 R

3
 R

3
 Square

3
 

Adjusted
3
 

R
3
Square 

Std.
 3

 Error
3
 of

3
 

the
3
Estimate 

1 Competitive
3
 strategy

3
drivers 0.323 0.104 0.081 0.0374771 

  Competitive
3
 strategy

3
drivers 

0.351 0.123 0.076 0.0375788 
2 Macro

3
environment 

3 

Competitive
3
strategy

3
drivers 

0.358 0.128 0.055 0.0379914 Macro
3
 environment

3
 

Interaction
3
 term

3
 

ANOVA 

                 Model
3
 

Sum
3
 of

3
 

Squares
3
 

df
3
 

Mean
3
 

Square
3
 

F
3
 Sig.

 3
 

1 
Competitive strategy 

drivers 

Regression 0.006 1 0.006 4.418 0.042 

Residual 0.298 298 0.001     

Total
3
 0.304

3
 299

3
       

2 

Competitive strategy 

drivers 
Regression

3
 0.007

3
 2

3
 0.004

3
 2.594

3
 0.088

3
 

Macro environment Residual
3
 0.297

3
 297

3
 0.001

3
     

  Total
3
 0.304

3
 299

3
       

3 

Competitive strategy 

drivers 
Regression

3
 0.008

3
 3

3
 0.003

3
 1.759

3
 0.001

3
 

Macro environment Residual 0.296
3
 296

3
 0.001

3
     

Interaction term Total 0.304 299       

Coefficients 

                Model
3
 

Unstandardized
3
 Coefficients

3
 

Standardized
3
 

Coefficients
3
 t

3
 Sig.

 3
 

B
3
 Std. Error

3
 Beta

3
 

1 

(Constant)
 3
 -0.006

3
 0.032

3
 

 
-0.182

3
 0.857

3
 

Competitive
3
 

strategy
3
drivers 

0.019
3
 0.009

3
 0.323

3
 2.102

3
 0.042

3
 

  (Constant)
 3
 -0.027

3
 0.04

3
 

 
-1.669

3
 0.007

3
 

  
Competitive

3
 

strategy
3
 drivers

3
 

0.015 0.01 0.26 1.936 0.003 

2 
Macro 

environment 
0.009 0.011 0.151 0.891 0.379 

3 

(Constant) 0.038 0.151   0.254 0.801 

Competitive 

strategy drivers 
-0.006 0.048 -0.094 -2.117 0.008 

Macro 

environment 
-0.009 0.042 -0.144 -2.212 0.003 

Interaction term 0.006 0.013 0.552 2.448 0.007 

Model
3
 1 Predictors

3
 (Constant) Competitive

3
 strategy

3
 drivers

3
 

Model
3
 2 Predictors:

 3
 (Constant) Competitive

3
strategy

3
drivers

3
 and

3
macro

3
environment 
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Model
3
 3 Predictors: (Constant) Competitive

3
 strategy

3
drivers, macro

3
 environment

3
 and

3
 Interaction

3
term. 

Dependent
3
Variable: Return

3
 on

3
Investment   

Source: Field Data (2019) 

The
3
 results

3
 in

3
Table 4.35 present

3
 the

3
 moderating

3
 effect

3
 of

3
 macro

3
 environment

3
 on

3
 

the
3
 relationship

3
 between

3
 competitive

3
 strategy

3
drivers and return on investment. In 

model one, the resultishows thatithe associationibetween competitiveistrategy driversiand 

ROI was significanti(R =i323, R
2
=0.104, P-value<0.05).iIn modelitwo (R =i351, R

2 
=.123, 

P-value<0.05) and
3
 in

3
 model

3
three (R =i358, R

2 
= 0.128, P-value<0.05), thus

3
 a

3
 

progressive
3
 increase

3
 in

3
 the

3
 value

3
 of

3
 the

3
 coefficient

3
 of

3
 variation

3
 in

3
 each

3
step is an 

indication of the moderating influence of macro environment.  

 

Coefficient of determination R
2 

=0.128 implies thatimacro environment influences the 

relationshipibetween competitiveistrategy driversiand ROI by 12.8%. The value
3
 of

3
 the

3
 

interaction
3
term (CSD * ME) had

3
 a

3
 significant

3
influence (β =i006, P-value =i007<0.05) 

thus
3
 confirming

3
 a

3
 moderation

3
 effect

3
 of

3
 the

3
 macro

3
environment.  

 

Table 4.37: Results for Moderating Effect of Macro Environment on The     

                     Relationship between Competitive Strategy Drivers and Return on    

                     Assets. 

Model Summary 

Mode

l R 

R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Change 

Statistics       

          

R Square 

Change 

F 

Change df1 df2 

1 .401a 0.16 0.158 0.6648 0.16 559.893 1 287 

2 .461b 0.212 0.211 0.5816 0.052 88.989 1 286 

3 .484c 0.234 0.231 0.5764 0.022 6.182 1 285 

ANOVA
a
     

Model 

Sum of 

Squares df Mean Square F Sig.     

1 Regression 
247.449 1 247.449 559.893 .000

b
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Residual 126.842 287 .442         

Total 374.291 288           

2 Regression 
277.550 2 138.775 410.267 .000

c
 
    

Residual 96.741 286 .338         

Total 374.291 288           

3 Regression 
279.604 3 93.201 280.528 .000

d
 
    

Residual 94.687 285 .332         

Total 374.291 288           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% 

Confidence 

Interval for 

B 

B Std. Error Beta 

Lowe

r 

Boun

d 

Uppe

r 

Boun

d 

1 (Constant) 
.386 .092   4.201 .000 .205 .567 

competitiv

e strategy 

drivers 
.847 .036 .811 23.662 .000 .779 .920 

2 (Constant) 
.120 .085   1.402 .162 -.048 .288 

competitiv

e strategy 

drivers 
.638 .039 .611 16.547 .000 .562 .714 

macro 

environme

nt 
.332 .035 .348 9.433 .000 .263 .401 

3 (Constant) 
.391 .138   2.832 .005 .119 .663 

competitiv

e strategy 

drivers 
.614 .040 .587 15.526 .000 .536 .691 

macro 

environme

nt 
.239 .051 .251 4.672 .000 .138 .339 

Interaction .155 .062 .135 2.486 .013 .032 .277 

a. Dependent Variable: return on assets     

b. Predictors: (Constant), competitive strategy drivers     

c. Predictors: (Constant), competitive strategy drivers, macro environment     

d. Predictors: (Constant), competitive strategy drivers, macro environment, interaction 

 



140 
 

Theifindings iniTable 4.36 indicated thatiin modelione significantiassociation exist (R = 

0.401, R2 =0.160 P-value = 0.000) In model two (R= 0.461, R2 = 0.212, P-value 

=0.000). in model three (R =0.484, R2 = 0.234, P-value = 0.000). the results showed 

significant R squared change in each step. the interactioniterm (CSD*ME)ihad a 

statistically significantiinfluence (β = 0.135 t= 2.486, p-value = 0.13). Thus, macro 

environment moderate‟s the relationship between competitive strategy drives and return 

on assets.  

Table 4.38: Results for Moderating Effect of Macro Environment on The    

                    Relationship between Competitive Strategy Drivers and Return on    

                    Equity. 

Model Summary 

Model R R Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

1 .336
a
 .113 .112 .77896 .113 346.647 1 287 

2 .342
b
 .117 .115 .62474 .004 160.180 1 286 

3 .384
c
 .147 .146 .62024 .030 5.165 1 285 

ANOVA
a
 

    

Model 

Sum of 

Squares df 

Mean 

Square F Sig.     

1 Regression 
210.339 1 210.339 346.647 .000

b
 
    

Residual 174.146 287 .607         

Total 

384.484 288       

    

2 Regression 
272.858 2 136.429 349.545 .000

c
 
    

Residual 
111.627 286 .390     
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Total 
384.484 288       

    

3 Regression 
274.845 3 91.615 238.146 .000

d
 
    

Residual 109.640 285 .385         

Total 384.484 288           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .450 .108   4.177 .000 .238 .662 

competitive 

strategy 

drivers 

.783 .042 .740 18.618 .000 .701 .866 

2 (Constant) .061 .092   .667 .505 -.119 .242 

competitive 

strategy 

drivers 

.482 .041 .455 11.666 .000 .401 .563 

macro 

environment 
.476 .038 .494 12.656 .000 .402 .550 

3 (Constant) .319 .146   2.193 .029 .033 .606 

competitive 

strategy 

drivers 

.460 .042 .435 10.937 .000 .378 .543 

macro 

environment 
.385 .055 .399 7.039 .000 .278 .493 

interaction .148 .065 .129 2.273 .024 .020 .277 

a. DependentiVariable: return oniequity     

b. Predictors:i(Constant), competitiveistrategy drivers     

c. Predictors:i(Constant), competitiveistrategy drivers,imacro environment     

d. Predictors:i(Constant), competitiveistrategy drivers,imacro environment,iinteraction 

Theiresults iniTable 4.37 revealed thatiin model one theirelationship was significant (R = 

0.336, R
2
 = 0.113, P-value = 0.000). Inimodel twoi(R = 0.342, R

2 
= 0.117, P-valuei= 

0.000). Inimodel three (Ri= 0.384, R
2
 = 0.147, P-value = 0.000). Further inimodel three 

the interactioniterm (CSD*ME) wasisignificant (βi= 0.129 t = 2.273, p-valuei= 0.24). 

Thus, macroienvironment moderatesithe relationshipibetween competitiveistrategy drivers 

andireturn on equity. 
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4.13.3 The Relationship between Competitive strategy Drivers, Entrepreneurial    

             Orientation and Firm Performance 

Test of Hypothesis Three 

The
3
 third

3
 objective

3
 was

3
 to

3
 establish

3
 the

3
 influence

3
 of

3
 entrepreneurial

3
 orientation

3
 

on
3
 the

3
 relationship

3
 between

3
 competitive

3
 strategy

3
 drivers

3
 and

3
 performance

3
 of

3
 

manufacturing
3
SMEs. To

3
 achieve

3
 this objective

3
 the

3
 following

3
 hypothesis

3
 

was
3
formulated. 

H3: Entrepreneurial
3
 orientation

3
 intervenes

3
 the

3
 relationship

3
 between

3
 competitive

3
 

strategy
3
 drivers

3
 and

3
 performance

3
 of

3
 manufacturing

3
SMEs in

3
 Nairobi

3
 City

3
County, 

Kenya. 

To
3
 establish

3
 the

3
 influence

3
 of

3
 entrepreneurial

3
 orientation

3
 on

3
 the

3
 relationship

3
 

between
3
 competitive

3
 strategy

3
 drivers

3
 and

3
 performance

3
 of

3
 manufacturing

3
SMEs, 

path
1
analysis (Baron & Kenny, 1986) four

1
 step

1
 method

1
 was

1
used. The equations used 

to measure H3 were; 

Y5= β0+ β1X+ ε
1
 

1
W= β0+ β1X+ε

1
 

1
Y6= β0+ β1W+ ε

1
 

1
Y7= β0+ β1 X+ β2W+ε

1
 

Step one involved regressing competitive strategy drivers with performance. The3process 

moves3 to3 step3 two3 if3 step3 one3 yields3 statistically3 significant3 results3 and3 if3not 

significant, the3 process3 terminates3 and3 would3 be3 concluded3that entrepreneurial 



143 
 

orientation do not intervene the3 relationship3between competitive strategy drivers and 

performance. 

In3 step3two, competitive3 strategy3 drivers3 were3 regressed3 against3entrepreneurial 

orientation. If3 the3 results3 are3significant, the3 process3 moves3 to3step 3 because3 the3 

necessary3 condition3 for3 an3 intervening3 effect3exists. In3 step3 three3 the3 influence3of 

entrepreneurial3 orientation3 on3 performance3 is3 tested3 using3 a3 simple3 

linear3regression model. A3statistically3significant3 effect3 of3entrepreneurial3 orientation3 

on3firm performance3 is3 a3 necessary3 condition3 in3 testing3 for3 the3 intervening3effect. 

Finally, step3 four3 tests3 the3 influence3 of3 competitive3 strategy3 drivers3 on3 

firm3performance while3 controlling3 for3 the3 effect3of entrepreneurial orientation. These3 

tests3 were3done using3 multiple3 linear3 regression3analysis. The3 influence3of 

competitive strategy drivers on firm performance3 should3 be3statistically insignificant 

when entrepreneurial orientation is3controlled. Results are presented in Tables 4.38, 4.39, 

4.40, 4.41, 4.42, 4.43 and 4.44 respectively. 
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Table 4.39: Regression
3
 Results

3
for

3
 Intervening

3
 effect

3
 of

3
Entrepreneurial                         

                     Orientation
3
 on

3
 the

3
 relationship

3
 between

3
 Competitive

3
 strategy

3
                           

                     Drivers
3
and Performance

3
of Manufacturing SMEs (Non-financial) 

Model Summary 

Model R 
R

1
 Square

1
 

 

Adjusted
1
 

R
1
Square 

Std. Error
1
 of

1
 

the
1
Estimate 

1 0.352
1
 

0.124
1
 

 
0.121

1
 0.61984

1
 

2 0.137 
0.019 

 
0.015 0.7207 

3 0.579 
0.335 

 
0.333 0.54 

4 0.641 
0.411 

 
0.407 0.50916 

ANOVA
1
 

Model   Sum of Squares df
1
 Mean

1
 Square

1
 F

1
 Sig.

 1
 

1 Regression
1
 16.180

1
 1

1
 16.180

1
 42.113

1
 0.000

1
 

  Residual
1
 114.492

1
 298

1
 0.384

1
   

 
  Total

1
 130.671

1
 299

1
     

 
2 Regression

1
 2.946

1
 1

1
 2.946

1
 5.672

1
 0.018

1
 

  Residual
1
 154.784

1
 298

1
 0.519

1
   

 
  Total

1
 157.730

1
 299

1
     

 
3 Regression

1
 43.767

1
 1

1
 43.767

1
 150.080

1
 0.000

1
 

  Residual
1
 86.904

1
 298

1
 0.292

1
   

 
  Total

1
 130.671

1
 299

1
     

 
4 Regression

1
 53.676

1
 2

1
 26.838

1
 103.525

1
 0.000

1
 

  Residual
1
 76.995

1
 297

1
 0.259

1
     

  Total
1
 130.671

1
 299

1
       

Coefficients
1
 

Model   
Unstandardized 

Coefficients
1
 

  
Standardized

1
 

Coefficients
1
 

t Sig. 

    B 
Std. 

Error 
Beta     

1 (Constant)
 1
 1.849

1
 0.202

1
   9.153

1
 0.000

1
 

  CSD
1
 0.39

1
 0.06

1
 0.04

1
 6.500

1
 0.014

1
 

2 (Constant)
 1
 2.056

1
 0.235

1
   8.749

1
 0.000

1
 

  CSD
1
 0.166

1
 0.070

1
 0.531

1
 2.371

1
 0.018

1
 

3 (Constant)
 1
 1.767

1
 0.116

1
   15.233

1
 0.000

1
 

  EO
1
 0.527

1
 0.043

1
 0.403

1
 12.256

1
 0.000

1
 

4 (Constant)
 1
 1.849

1
 0.202

1
   9.153

1
 0.000

1
 

  CSD
1
 0.390

1
 0.060

1
 0.151

1
 1.500

1
 0.055

1
 

  EO
1
 0.492

1
 0.241

1
 0.322

1
 2.041

1
 0.065

1
 

Model
3
 1 Predictors

3
 (Constant) Competitive

3
 strategy

3
 drivers

3
 

Model
3
 2 Predictors:

 3
 (Constant) Competitive

3
strategy

3
drivers

3
 

Model
3
 3 Predictors: (Constant) entrepreneurial

3
 orientation

3
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Model
3
 4 Predictors:

 3
 (Constant) competitive

3
 strategic

3
drivers, entrepreneurial

3
 orientation

3
 

Source:
 3
 Field

3
 Data

3
 (2019) 

Theiimpact of entrepreneurship education onithe association between competitive strategy 

drivers andiperformance were presentediin Tablei4.38. Theiresults show that competitive 

strategy drivers had a substantial impact on firm performance in step one (R
2
 =.124, F3 = 

42.113, 3 P3 =.000<.05, =.39, 3 t3 = 6.500, P3 = 0.0140<.05). 3 Step one of intervening 

effect, which stipulates that in without mediating variables, independentivariable should 

beisignificantly relatediwith dependent variable was met. 

 

Step two revealedithat competitive strategy drivers had a significant impact on EO (R
2
 

=.019,F =5.672, P=.018<05,β =.166, t=2.371, P =0.018<0.05). This means that step two 

was met. The third step indicatedithat EOihas aisignificant effection business performance 

(R
2
 =.335, F3 = 150.08, P3 =.000<.05, β =.527, t3= 12.256, P3 = 0.000<0.05), satisfying3 

the3 third condition3 that3 the3 intervening variable3 must3 be3 significantly3 related3 to3the 

dependent3variable. 3 

 

The fourth step revealed that by controlling EO, the influence of competitive3 strategy3 

drivers3 on3 firm3 performance3 was3insignificant (R
23 =.411, F =103.525, P=.000<.05, 

=.390, t=1.500,P=0.055>0.05). Hence step four was met. EO3 intervenes3 in3 the3 

association3 between3 competitive3 strategy3 drivers3 and3 performance3 since the four 

requirements were met. 
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Table 4.40: Regression
3
Results

3
 for

3
 Intervening

3
 effect

3
 of

3
 Innovation

3
 on

3
the    

                    relationship
3
Between

3
Competitive

3
strategy

3
Drivers

3
and

3
Performance

3
of    

                    Manufacturing
3
SMEs 

Model
1
 Summary

1
 

Model R
1
 

R Square
1
 

 

Adjusted
1
 

R
1
 

Square
1
 

Std.
 1

 

Error
1
 of

1
 

the
1
 

Estimate
1
 

1 0.352
1
 0.124

1
 0.121 0.61984 

2 0.359 0.129 0.127 0.54324 

3 0.366 0.134 0.132 0.02659 

4 0.389 0.151 0.148 0.02226 

ANOVA
1
 

Model
1
   

Sum
1
of

1
 

1
Squares

1
 

df
1
 Mean

1
 Square

1
 F

1
 Sig.

 1
 

1 Regression
1
 16.180

1
 1

1
 16.180

1
 42.113

1
 0.000

1
 

  Residual
1
 114.492

1
 298

1
 0.384

1
   

 
  Total

1
 130.671

1
 299

1
     

 
2 Regression

1
 12.452

1
 1

1
 12.452

1
 144.509

1
 0.001

1
 

  Residual
1
 25.678

1
 298

1
 0.086

1
   

 
  Total

1
 38.130

1
 299

1
     

 
3 Regression

1
 5.342

1
 1

1
 5.342

1
 92.249

1
 0.010

1
 

  Residual
1
 17.257

1
 298

1
 0.058

1
   

 
  Total

1
 22.599

1
 299

1
     

 
4 Regression

1
 9.121

1
 2

1
 4.561

1
 95.080

1
 0.026

1
 

  Residual
1
 14.246

1
 297 0.048     

  Total 23.367 299       

Coefficients 

Model
1
   

Unstandardized
1
 

Coefficients
1
 

  
Standardized

1
 

Coefficients
1
 

T
1
 Sig.

 1
 

    B
1
 

Std.
 1

 

Error
1
 

Beta
1
     

1 (Constant)
 1

 -0.006
1
 0.032

1
   -0.188

1
 0.857

1
 

  CSD
1
 0.019

1
 0.009

1
 0.015

1
 2.111

1
 0.042

1
 

2 (Constant)
 1

 0.277
1
 0.122

1
   2.266

1
 0.000

1
 

  CSD
1
 0.326

1
 0.138

1
 0.317

1
 2.362

1
 0.000

1
 

3 (Constant)
 1

 1.658
1
 0.428

1
   3.874

1
 0.000

1
 

  I
1
 0.452

1
 0.128

1
 0.439

1
 3.531

1
 0.010

1
 

4 (Constant)
 1

 0.025
1
 0.011

1
   2.227

1
 0.000

1
 

  CSD
1
 0.045

1
 0.029

1
 0.043

1
 1.559

1
 0.075

1
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  I
1
 0.033

1
 0.042

1
 0.031

1
 0.786

1
 0.060

1
 

   Source: Field Data (2019) 

The results show that market orientation components had a substantial impact on firm 

performance in step one (R
2
 =.124, F3 = 42.113, 3 P3 =.000<.05, β =.39, 3 t3 = 6.500, P3 = 

0.0140<.05). 3 Condition one of mediation was satisfied, that is, dependent variable is 

significantly related with independent variable in the absence of intervening variable. 

 

Step two of mediation revealed that competitive strategy drivers have a significant impact 

on EO (R
2
 =i129, ANOVA = 144.509, P-value < 0.05, β = 0.317, t = 2.362, P-value = 

0.000<.05), thus, condition is met. The third step indicated that EO has a significant 

effect on firm performance (R
2
 =.134, ANOVA = 92.249, P-value3 =i000<.05, β =.439, 

t3= 3.531, P3 = 0.000<0.05), satisfying3 the3 third condition3 that3 the3 intervention3 

variable3 must3 be3 significantly3 related3 to3the dependent3variable.  

 

The fourth step revealed that by controlling EO, the involvement of competitive3 strategy3 

drivers3 on3 firm3 performance3 was3insignificant (R
23 =.151, F =3 95.08, P-value <.0.05, 

β =.031, t = 0.786, P-value = 0.060> 0.05), 3 hence condition four of mediation was met. 

EO3 intervenes3 in3 the3 association between3 competitive3 strategy3 drivers3 and3 firm 

performance3. 
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Table 4.41: Regression
3
 Results

3
 for

3
 Intervening

3
 effect

3
 of

3
 Proactivity

3
 on

3
the      

                    relationship
3
between

3
 Competitive

3
 strategy

3
 Drivers

3
 and

3
     

                    Performance
3
of   Manufacturing

3
SMEs (Non – financial) 

Model Summary 

Model 
 

R 

RiSquare 

 
AdjustediRiSquare 

Std.iError 

ofithe 

Estimate 

1 
 

0.352 
0.124 0.121 0.61984 

2 
 

0.312 
0.097 0.095 0.43426 

3 
 

0.382 
0.146 0.144 0.15623 

4 
 

0.402 
0.162 0.156 0.23157 

ANOVA 

Model   SumiofiSquares df MeaniSquare F Sig. 

1 Regression 16.180 1 16.180 42.113 0.000 
i Residual 114.492 298 0.384 i   
i Total 130.671 299       

2 Regression 7.349 1 7.349 64.653 0.001 

  Residual 33.873 298 0.114     

  Total 41.222 299       

3 Regression 9.453 1 9.453 123.628 0.010 

  Residual 22.786 298 0.076     

  Total 32.239 299       

4 Regression 11.891 2 5.946 67.919 0.026 

  Residual 25.999 297 0.088     

  Total 37.890 299       

Coefficients 

Model   
Unstandardized 

Coefficients 
  

Standardized 

Coefficients 
t Sig. 

    B 
Std. 

Error 
Beta     

1 (Constant) -0.006 0.032   -0.188 0.857 

  CSD 0.019 0.009 0.016 2.111 0.042 

2 (Constant) 0.005 0.122   0.041 0.000 

  CSD 0.145 0.138 0.144 1.051 0.000 

3 (Constant) 0.035 0.428   0.082 0.000 

  P 0.327 0.128 0.319 2.555 0.010 

4 (Constant) 0.044 0.011   4.000 0.000 

  CSD 0.026 0.029 0.024 0.897 0.080 

  P 0.022 0.042 0.020 0.524 0.150 

Source: Field Data (2019)  
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The findings show that CSD influences performance of manufacturing SMEs 

significantly (R
2 

=i124, F = 42.113, P-value < 0.05, beta = 0.39, P-value < 0.05).  

Condition one of mediation has been met, thus, the analysis proceeds to step two. In step 

two the model of proactivity on competitive strategy drivers was significant (R
2
 = 0.097, 

beta = 0.145, P-value<0.05). This further confirmed that condition of mediation in step 

two was satisfied hence the analysis proceeded to step three.  

 

In the third step non-financialiperformance wasiregressed on proactivity. The results 

indicated a significant explanatory power of R
2
 = 0.146. Further beta coefficient (beta = 

0.327, P-value<0.05) of proactivity was significant. This confirmed that step three of 

mediation was met hence the analysis proceeded toistep four. Inistep four nonfinancial 

performanceiwas regressedion CSD andiproactivity. Theiresults revealed thatiby 

controlling proactivity, the association between CSD and non-financial performance 

become insignificant, thus partial mediation took place.  
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Table 4.42: Regression Results for Intervening effect of Risk Appetite on the    

                     relationship between Competitive strategy Drivers and performance of       

                      manufacturing SMEs 

Model Summary 

Model 
 

R 

R Square 

 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

1 0.352 
0.124 

 
0.121 0.61984 

2 0.388 
0.151 

 
0.148 0.37865 

3 0.403 
0.162 

 
0.158 0.32357 

4 0.413 
0.171 

 
0.17 0.33236 

ANOVA 

Model   Sum of Squares df Mean Square F Sig. 

1 Regression 16.180 1 16.180 42.113 0.000 

  Residual 114.492 298 0.384     

  Total 130.671 299       

2 Regression 11.675 1 11.675 139.177 0.001 

  Residual 24.998 298 0.084     

  Total 36.673 299       

3 Regression 8.432 1 8.432 183.747 0.010 

  Residual 13.675 298 0.046     

  Total 22.107 299       

4 Regression 22.564 2 11.282 73.361 0.002 

  Residual 45.675 297 0.154     

  Total 68.239 299       

Coefficients 

Model   
Unstandardized 

Coefficients 
  

Standardized 

Coefficients 
t Sig. 

    B 
Std. 

Error 
Beta     

1 (Constant) -0.006 0.032   -0.188 0.857 

  CSD 0.019 0.009 0.018 2.111 0.042 

2 (Constant) 0.231 0.117   1.974 0.000 

  CSD 0.227 0.100 0.225 2.270 0.000 

3 (Constant) 0.324 0.121   2.678 0.000 

  RA 0.428 0.179 0.427 2.391 0.010 

4 (Constant) 0.331 0.117   2.829 0.000 

  CSD 0.387 0.265 0.386 1.460 0.150 

  RA 0.356 0.278 0.355 1.281 0.090 

Source: Field Data (2019) 
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Using four steps of testing mediation, in step one non-financial performance was 

regressed on CSD. The results revealed a statistically significant association (R
2
 = 0.124, 

beta = 0.39 P-value < 0.05). In step two when risk appetite was regressed on CSD, the 

results were significant (R2 = 0.151, beta = 0.227, P-value < 0.05). Condition in this step 

was satisfied hence the analysis moved to step three.  

 

Inistep three non-financialiperformance wasiregressed on risk appetite, theifindings 

indicated a statistically significant association with explanatory power of R
2
 = 0.162 and 

beta coefficient of 0.428. This necessitated step four analysis. The fourth step regressed 

non-financial performance on both CSD and risk appetite the explanatory power 

improved to 17.1 percent. Beta coefficient of risk appetite was insignificant p-value = 

0.150 >0.05. Hence partial mediation took place.  



152 
 

 

Table 4.43: Regression
1
 Results

1
 for

1
 Intervening

1
 effect

1
 of

1
 Competitive      

                    
1
Aggressiveness

1
 on

1
 the

1
 relationship

1
 between

1
 Competitive    

                     strategy
1
Drivers

1
 and

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 

Model Summary 

Model 
 

R 

R Square 

 

Adjusted 

R Square 

Std. Error of 

the Estimate 

1 0.352 
0.124 

 
0.121 0.61984 

2 0.417 
0.174 

 
0.172 0.56423 

3 0.403 
0.162 

 
0.16 0.54378 

4 0.478 
0.228 

 
0.226 0.51675 

ANOVA 

Model   
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

1 Regression 16.180 1 16.180 42.113 0.000 

  Residual 114.492 298 0.384     

  Total 130.671 299       

2 Regression 6.564 1 6.564 47.172 0.000 

  Residual 41.467 298 0.139     

  Total 48.031 299       

3 Regression 3.459 1 3.459 18.995 0.000 

  Residual 54.267 298 0.182     

  Total 57.726 299       

4 Regression 8.453 2 4.227 18.770 0.000 

  Residual 66.876 297 0.225     

  Total 75.329 299       

Coefficients 

Model   
Unstandardized 

Coefficients 
  

Standardized 

Coefficients 
t Sig. 

    B 
Std. 

Error 
Beta     

1 (Constant) -0.006 0.032   -0.188 0.857 

  CSD 0.019 0.009 0.018 2.111 0.042 

2 (Constant) 0.004 0.117   0.034 0.000 

  CSD 0.178 0.100 0.225 1.780 0.000 

3 (Constant) 0.034 0.121   0.281 0.000 

  CA 0.245 0.111 0.427 2.207 0.010 

4 (Constant) 0.056 0.010   5.600 0.000 

  CSD 0.437 0.214 0.386 2.042 0.070 

  CA 0.449 0.312 0.355 1.439 0.080 

Modeli1 Predictorsi(Constant) competitiveistrategy drivers 

Model 2iPredictors: (Constant)icompetitive strategyidrivers 

Modeli3 Predictors:i(Constant) competitiveiaggressiveness 

Model 4iPredictors: (Constant)icompetitive strategicidrivers, competitiveiaggressiveness 
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Source: FieldiData (2019) 

Iniorder toitest the mediating effect of competitive aggressiveness, the study followed 

four steps of testing mediation in the first step, non-financial performance was regressed 

on CSD. This direct relationship was significant (R2 = 0.124, beta = 0.39, p-value<0.05).  

The second step regressed competitive aggressiveness on CSD. The findings indicated a 

significant association, hence the analysis moved to step three. 

 

In the third step, when non-financialiperformance wasiregressed onicompetitive 

aggressiveness, the beta coefficient (beta = 0.245,iP-value<0.05)iwas significant, thus 

fulfilling the requirement for condition three. This necessitated fourth step analysis. In the 

fourth step, by controlling the effectiof competitive aggressiveness onithe relationship 

betweeniCSD and non-financial performance,ithe association become insignificant. Thus, 

competitive aggressiveness mediated the association between CSD and non-financial 

performance.  
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Table 4.44: Regression
1
 Results

1
 for

1
 Intervening

1
 effect

1
 of

1
 Entrepreneurial  

1     Orientation
1
 on

1
 the

1
 relationship

1
 between

1
 Competitive

1
 Strategy

     
 

2       Drivers
1
and

1
 Return

1
 on

1
 Investment

1
 of

1
 Manufacturing

1
SMEs

1
 

Model Summary 

Model R R Square 
Adjusted R 

Square 

Std. Error of the 

Estimate 

1 CSD 0.323 0.104 0.081 0.0374771 

2 CSD 0.531 0.282 0.263 0.72446 

3 EO  0.403 0.162 0.14 0.0362395 

4 CSD & EO 0.423 0.179 0.134 0.0363638 

ANOVA 

Model 
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

1 CSD   

Regression 0.006 1 0.006 4.418 0.042 

Residual 0.298 298 0.001     

Total 0.304 299       

2 CSD 

Regression 7.847 1 7.847 14.951 0 

Residual 156.45 298 0.525     

Total 164.297 299       

3 EO  

Regression 0.01 1 0.01 7.364 0.01 

Residual 0.298 298 0.001     

Total 0.308 299       

4 CSD & EO  

Regression 0.011 2 0.005 4.027 0.026 

Residual 0.297 297 0.001     

Total 0.308 299       

Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

B 
Std. 

Error 
Beta 

1 
(Constant) -0.006 0.032   -0.182 0.857 

CSD 0.019 0.009 0.323 2.102 0.042 

2 
(Constant) 1.273 0.628   2.028 0.05 

CSD 0.676 0.175 0.531 3.867 0 

3 
(Constant) -0.007 0.026   -0.274 0.786 

EO  0.019 0.007 0.403 2.714 0.01 

4 

(Constant) -0.025 0.033   -0.751 0.458 

CSD 0.009 0.01 0.151 0.861 0.395 

EO  0.015 0.008 0.322 1.834 0.075 

Source: Field Data (2019) 
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The study testedithe moderatingieffect of EO onithe association between CSD and return 

on investment. Using four steps of testing mediation, in step one the effect of CSD on 

return on asset was significant (R2 = 0.104, beta = 0.019, p-value <0.05). Requirements 

in step one was satisfied hence analysis escalated toistep two.iIn stepitwo, EO was 

regressedion CSD, the findings confirmed a significant association with explanatory 

power of 28.2 percent and beta coefficient of 0.676. the analysis proceeded to step three. 

The third step of mediation regressed return on investment on EO. It was revealed that 

EO statistically significantly influence return on assets, that is, goodness of fit of 16.2 

percent and beta coefficient of 0.019. Condition for step three was satisfied hence 

analysis moved to step four. In the fourth step, the findings showed that when EO was 

controlled, the association between CSD and return on investment become insignificant. 

Thus, EO partially mediated the relationship between CSD and return on assets.  

Table 4.45: Regression Results for Intervening Effect of Entrepreneurial     

                    Orientation on the Relationship between Competitive Strategy Drivers     

                    and Return on Assets of Manufacturing SMEs  

Model Summary 

Model R R Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

1 .401
a
 .160 .159 .66581 .158 555.831 1 290 

2 .366
a
 .133 .131 .68854 .133 412.283 1 291 

3 .333
a
 .110 .108 .81854 .110 268.825 1 291 

4 .417
a
 .174 .172 .65785 .172 289.064 2 288 
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ANOVA
a
     

Model 

Sum of 

Squares df Mean Square F Sig.     

1 Regression 
246.401 1 246.401 555.831 .000

b
 
    

Residual 128.558 290 .443         

Total 374.959 291           

2 Regression 
195.460 1 195.460 412.283 .000

b
 
    

Residual 137.960 291 .474         

Total 333.420 292           

3 Regression 
180.114 1 180.114 268.825 .000

b
 
    

Residual 194.971 291 .670         

Total 375.085 292           

4 Regression 
250.195 2 125.097 289.064 .000

b
 
    

Residual 124.637 288 .433         

Total 374.832 290           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .392 .092   4.264 .000 .211 .573 

competitive 

strategy 

drivers 

.847 .036 .811 23.576 .000 .776 .918 

2 (Constant) .646 .095   6.824 .000 .460 .832 

competitive 

strategy 

drivers 

.750 .037 .766 20.305 .000 .677 .822 

3 (Constant) .585 .118   4.956 .000 .353 .817 

EO .739 .045 .693 16.396 .000 .650 .827 

4 (Constant) .284 .098   2.898 .004 .091 .476 

competitive 

strategy 

drivers 

.715 .056 .685 12.690 .000 .604 .826 

EO .173 .158 .162 1.095 .063 .060 .286 

Source: Field Data, 2019 
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The study used for steps of testing mediation effect. Inistep oneithe effect ofiCSD on 

ROA wasisignificant (R = 0.401, R
2
 = 0.160, β = 0.811, P-Value = 0.000). In step two the 

effect of CSD on EO was significant (R = 0.366, R
2
 = 0.133, β = 0.766, P-value = 0.000). 

In step three the effect of EO on ROA was significant (R = 0.333, R
2
 = 0.110, β = 0.693, 

P-value = 0.000). In step four, when EO was controlled, the relationship between CSD 

and ROA became insignificant (R = 0.417, R
2
 = 0.174, β = 0.162, P-value = 0.063). 

Thus, EO partially significantly mediates the relationship between CSD and ROA 

Table 4.46: Regression Results for Intervening Effect of Entrepreneural Orientation    

                     on The Relationship Between Competitive Strategy Drivers and Return    

                    on Equity of Manufacturing SMEs 

Model Summary 

Model R R Square 

Adjusted 

R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R 

Square 

Change 

F 

Change df1 df2 

1 .336
a
 .113 .112 .78404 .113 344.426 1 291 

2 .366
a
 .133 .131 .68854 .133 412.283 1 291 

3 .394
a
 .155 .154 .93137 .155 158.900 1 292 

4 .438
a
 .192 .191 .78485 .192 172.498 2 289 

ANOVA
a
     

Model 

Sum of 

Squares df 

Mean 

Square F Sig.     

1 Regression 211.725 1 211.725 344.426 .000
b
     

Residual 178.883 291 .615         

Total 390.608 292           

2 Regression 195.460 1 195.460 412.283 .000
b
     

Residual 137.960 291 .474         

Total 333.420 292           

3 Regression 137.836 1 137.836 158.900 .000
b
     

Residual 253.293 292 .867         

Total 391.129 293           

4 Regression 212.512 2 106.256 172.498 .000
b
     

Residual 178.019 289 .616         

Total 390.531 291           
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Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% 

Confidence 

Interval for B 

B 

Std. 

Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .459 .108   4.244 .000 .246 .672 

competitive 

strategy drivers .782 .042 .736 18.559 .000 .699 .865 

2 (Constant) 
.646 .095   6.824 .000 .460 .832 

competitive 

strategy drivers 
.750 .037 .766 20.305 .000 .677 .822 

3 (Constant) .738 .134   5.520 .000 .475 1.001 

EO .644 .051 .594 12.606 .000 .544 .745 

4 (Constant) .407 .117   3.490 .001 .178 .637 

competitive 

strategy drivers .723 .065 .680 11.046 .000 .594 .852 

EO .079 .067 .073 1.184 .237 -.052 .211 

Source: Field Data, 2019  

 

The results in Table 4.45, indicated that conditions for step one of testing mediation was 

satisfied (R = 0.336, R
2
 = 0.113, β = 0.736, P-value = 0.000). In step two the effect of 

CSD on EO was significant (R = 0.366, R
2
 = 0.133, β =0.766, P-value = 0.000). The 

findings in step three was also significant (R = 0.394, R
2
 = 0.155, β = 0.594, P-value = 

0.000). In step four by controlling the influence of EO, the association between CSD and 

ROE became insignificant (R = 0.438, R
2
 = 0.192, β = 0.073, P-value = 0.237). Hence 

EO partially mediates the relationship between CSD and ROE.  
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4.13.4 The Relationship between Competitive Strategy Drivers, Macro       

            Environment, Entrepreneurial Orientation and Performance of      

             Manufacturing SMEs 

Test of Hypothesis Four 

The fourth study
1
 objective

1
 was

1
 to

1
 determine

1
the joint effect of competitive strategy 

drivers, macro environment and entrepreneurial orientation on performance
1
of 

manufacturing
1
SMEs. To

1
achieve

1
this

1
objective

1
the following hypothesis was 

formulated. 

H4: Competitive strategy drivers, macro environment and entrepreneurial orientation 

jointly have
1
 significant

1
 influence

1
 on

1
 the

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
in 

Nairobi
1
 City County, Kenya.  

 

Toidetermine theijoint effectiof competitive strategyidrivers, macro environment and 

entrepreneurial orientation oniperformance, multiple linear
1
 regression

1
 analysis

1
was 

conducted. The
1
 equation

1
 used

1
 to

1
measure H4 was: 

Y8= β0 + β1X + β2Z + β3W+ ε 
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Table 4.47: Result of
1
 The

1
 Joint

1
 Effect

1
 of

11
 Competitive Strategy Drivers, Macro    

                    Environment and Entrepreneurial
1
 Orientation

1
 on

1
 Non-Financial     

                    Performance
1
 of

1
Manufacturing

1
 SMEs 

Model Summary 

Model R R Square 
Adjusted 

R Square 
Std. Error of the Estimate 

1 .352
a
 0.124 0.121 0.6198 

2 .659
a
 0.435 0.429 0.4995 

ANOVA
a
 

Model 
Sum of 

Squares 
df Mean Square F Sig. 

1 

Regression 16.18 1 16.18 42.113 .000
b
 

Residual 114.492 298 0.384     

Total 130.671 299       

2 

Regression 56.809 3 18.936 75.887 .000
b
 

Residual 73.862 296 0.25     

Total 130.671 299       

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) 1.849 0.202 9.143 9.143 .000 

Competitive strategy 

drivers 
0.39 0.06 0.352 6.489 .000 

2 

(Constant) 0.569 0.198   2.876 .004 

Competitive strategy 

drivers 
0.225 0.054 0.203 4.158 .000 

Macro environment 0.238 0.067 0.186 3.543 .000 

Entrepreneurial 

orientation 
0.437 0.043 0.48 10.132 .000 

 

a.       Dependent Variable: Firm performance 

b.      Predictors: (Constant), Entrepreneurial orientation, Competitive strategy drivers, 

Macro environment 

 



161 
 

 

Tablei4.46 presents resultsiof theijoint effectiof CSD, EO and macro environment on non-

financial performance of manufacturing SMEs. The findings showed that the influence of 

competitive strategy drivers, macro environment and entrepreneurial orientation jointly 

on performance of manufacturing SMEs was significant (R
2 

= 0.435, F = 75.887, P-value 

= 0.000<0.05) implying that the predictor variables jointly explains 43.5% of variation in 

performance of manufacturing SMEs. The co-efficient β were also significant and P-

value = 0.000< 0.05) suggesting that independently competitive strategy drivers, macro 

environment and entrepreneurial orientation are significant in explaining firm 

performance.  

The joint effect was thus higher and significant (R
2
 = 0.435, F = 75.887) compared to the 

individual effect of individual variables (R
2
 =i124, F-value = 80.195). In view of this 

finding, the hypothesis was supported. From this regression model, it is thus confirmed 

that performanceiof manufacturingiSMEs iniNairobi CityiCounty isiinfluenced to a high 

degreeiby the combination of the competitive strategy drivers, macro environment and 

entrepreneurial orientation than the individual competitive strategy drivers.   
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Table 4.48: Result of the Joint
1
 Effect

1
 of

1
 Competitive

1
 Strategy Drivers, Macro     

                     Environment
1
 and

1
 Entrepreneurial

1
 Orientation

1
 on

1
 Return

1
 on    

                     Investment
1
 

Model Summary 

Model R R Square 
Adjusted R 

Square 

Std. Error of the 

Estimate 

1 CSD 0.323 0.104 0.081 
0.0374

8 
    

2 Joint effect 0.527 0.278 0.196 
0.0350

6 
    

ANOVA 

Model 
  

Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

1 

  

  

Competitive 

strategy drivers 
Regression 0.006 1 0.006 4.418 0.042 

  Residual 0.298 298 0.001     

  Total 0.304 299       

2 

  

  

Joint effect Regression 0.017 4 0.004 3.37 0.02 

 
Residual 0.295 295 0.001     

  Total 0.312 299       

Coefficients 

Model   
Unstandardized 

Coefficients   
Standardized 

Coefficients       

    B Std. Error Beta t Sig    

1 

  

Constant -0.006 0.032   -0.182 0.857   

Competitive 

strategy driver 
0.019 0.009 0.323 2.102 0.042 

  

2 

  

  

  

  

      Constant -0.112 0.051 0.117 -2.194 0.035   

Competitive 

strategy driver 
0.007 0.011 0.23 0.613 0.004 

  

Macro environment 0.214 0.01 0.265 2.432 0.016   

 Entrepreneurial 

Orientation 
0.012 0.008 0.273 1.481 0.008 

  

Source: Field Data (2019) 
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Theifindings showedithat theiinfluence of competitive strategy drivers, macro 

environment and entrepreneurial orientation jointly on return on investment was 

significant (R
2 

= 0.278, F = 3.37, P-value = 0.02<0.05) implying that the predictor 

variables jointly explains 27.8% of variation in return on investment. The co-efficient β 

were also significant and P-value < 0.05) suggesting that independently competitive 

strategy drivers, macro environment and entrepreneurial orientation are significant in 

explaining return on investment.  

 

The joint effect was thus higher and significant (R
2
 = 0.278, F = 3.37, P-value = 0.02< 

0.05) compared to the individual effect (R
2 

= 0.104, F-value = 4.418, P-value = 

0.042<0.05). In view of this finding, the hypothesis was supported, thus joint effect is 

greater and significant than individual effect. 

 

From this regression model, it is thus confirmed that ROI of manufacturing SMEs in 

Nairobi City County is influenced to a high degree by the combination of the competitive 

strategy drivers, macro environment and entrepreneurial orientation than the individual 

competitive strategy drivers.   
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Table 4.49: Results of Joint Effect of Competitive Strategy Drivers, Macro    

                    Environment and Entrepreneural Orientation on Return on Assets. 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

1 .401a .160 .259 .66581 .158 555.831 1 290 

2 .563b .317 .315 .57853 .157 46.496 2 286 

ANOVAa     

Model 

Sum of 

Squares df 

Mean 

Square F Sig.     
1 Regression 246.401 1 246.401 555.831 .000b     

Residual 128.558 290 .443         
Total 374.959 291           

2 Regression 278.693 3 92.898 277.554 .000c     
Residual 95.724 286 .335         
Total 374.417 289           

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .392 .092   4.264 .000 .211 .573 

competitive 

strategy 

drivers 
.847 .036 .811 23.576 .000 .776 .918 

2 (Constant) .016 .103   .157 .875 -.187 .219 

competitive 

strategy 

drivers 
.625 .039 .598 15.974 .000 .548 .702 

macro 

environment .323 .035 .340 9.199 .000 .254 .393 

Entrepreneural 

orientation .053 .030 .057 1.804 .072 -.005 .111 

a. Dependent Variable: return on assets     
b. Predictors:i(Constant), competitiveistrategy drivers     
c.iPredictors: (Constant),icompetitive strategyidrivers, Entrepreneuraliorientation, macroienvironment 
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The resultsiin tablei4.48 revealed thatithe jointieffect of corporate strategy drives, macro 

environment and Entrepreneural orientation on return on assets (R = 0.563, R
2
 = 0.317, 

P-value =  0.000) was significantly greater than the individual effect of competitive 

strategy drives on return on assets (R = 0.401, R
2
 = 0.160, P-value = 0.000). Thus, 

corporate strategy drivers, macro environment and entrepreneurial orientation 

collectively significantly influence return on assets for manufacturing SMEs in Nairobi 

City County.  

Table 4.50: Results of Joint Effect of Competitive Strategy Drivers, Macro     

                    Environment and Entrepreneural Orientation on Return on Equity.  

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change F Change df1 df2 

1 .336
a
 .113 .112 .78404 .113 344.426 1 291 

2 .542
b
 .293 .290 .62512 .180 79.818 2 286 

ANOVA
a
     

Model 

Sum of 

Squares df Mean Square F Sig.     

1 Regression 211.725 1 211.725 344.426 .000
b
     

Residual 178.883 291 .615         

Total 390.608 292           

2 Regression 272.792 3 90.931 232.690 .000
c
     

Residual 111.763 286 .391         

Total 384.555 289           

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B Std. Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) .459 .108   4.244 .000 .246 .672 

competitive 

strategy drivers 
.782 .042 .736 18.559 .000 .699 .865 

2 (Constant) .032 .111   .287 .775 -.187 .251 

competitive 

strategy drivers 
.478 .042 .452 11.344 .000 .395 .561 

macro 

environment 
.472 .038 .490 12.480 .000 .398 .547 

Entrepreneural 

orientation 
.017 .032 .018 .531 .596 -.046 .080 

a. Dependent Variable: return on equity     

b. Predictors:i(Constant), competitiveistrategy drivers     

c.iPredictors: (Constant),icompetitive strategyidrivers, Entrepreneuraliorientation,     
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macroienvironment 

 

The finding of the joint effect on return on equity showed that, collectively the effect of 

corporate strategy drivers, macro environment and entrepreneurial orientation on return 

on equity (R = 0.542, R
2 

= 0.293, P-value = 0.000) was significant and greater than the 

individual effect (R = 0.336, R
2
 = 0.113 , P-value = 0.000). It therefore means that 

collectively corporate strategy drivers, macro environment and Entrepreneural orientation 

significantly influence return on equity amongst SMEs in Nairobi City County.  

 

The findings of hypothesis tests are summarized in Table 4.50. 
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Table 4.51: Summary
3
 of

3
 Research

3
Objectives, Hypotheses, Analytical Models     

                     and
3
Conclusions

3
 

Objective
3
  Hypothesis

3
  Results

3
  Remarks

3
 

hypothesis
3
  

To
3
 establish

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 

drivers
3
 and

3
 

performance
3
 of

3
 

manufacturing
3
 small

3
 

and
3
 

medium
3
enterprises. 

 

H1: Competitive
3
 strategy

3
 

drivers
3
 have

3
 significant

3
 

influence
3
 on

3
 the

3
 

performance
3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
City County, Kenya. 

R
2
=0.124

3
 

3
F= 42.113, P-

3
Value=i000<0.05

3
 

β= 0.390, t= 6.489, P-
3
Value=0.000<0.05

3
 

Supported
3
  

H1: Competitive
3
 strategy

3
 

drivers
3
 have

3
 significant

3
 

influence
3
 on

3
 return

3
 on

3
 

investment
3
 of

3
 manufacturing

3
 

SMEs
3
 in

3
 Nairobi

3
City 

County, Kenya. 

R
2
=0.104

3
 

F= 4.418, P-

Value=i042<0.05
3
 

β= 0.0190, t= 2.102, P-
3
Value=0.042<0.05

3
 

Supported  

H1: Competitive
3
 strategy

3
 

drivers
3
 have

3
 significant

3
 

influence
3
 on

3
 return

3
 on

3
 

assets
3
 of

3
 manufacturing

3
 

SMEs
3
 in

3
 Nairobi

3
City 

County, Kenya. 

R
2
=0.160

3
 

F= 555.831, P-

Value=i000<0.05
3
 

β= 0.811, t= 23.576, P-
3
Value=0.000<0.05

3
 

Supported  

H1: Competitive
3
 strategy

3
 

drivers
3
 have

3
 significant

3
 

influence
3
 on

3
 return

3
 on

3
 

equity
3
 of

3
 manufacturing

3
 

SMEs
3
 in

3
 Nairobi

3
City 

County, Kenya. 

R
2
=0.113

3
 

F= 344.426, P-

Value=i000<0.05
3
 

β= 0.736, t= 18.559, P-
3
Value=0.000<0.05

3
 

Supported  

To
3
 assess

3
 the

3
 

influence
3
 of

3
 macro

3
 

environment
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 

drivers
3
 and

3
 

performance
3
 of

3
 

manufacturing
3
 small

3
 

and
3
 

medium
3
enterprises. 

 

H2: Macro
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 the

3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.239

3
 

Fi= 46.568,iP-Value = 

0.000<0.05
3
 

Βi= 0.485,it =i6.696, P-
3
Value =i0.000<0.05

3
 

Supported   

H2a –Political
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 the

3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

R
2
=0.177

3
 

Fi= 31.919,iP-Value = 

0.000i< 0.05
3
 

Βi=i0.005,iti=i2.500,iP-
3
Valuei=i0.001i<i0.05

3
 

Supported   
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Nairobi
3
 City

3
 County, Kenya. 

H2b- Economic
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 the

3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.131

3
 

F= 30.739, P-

Valuei=i0.000i<i0.05
3
 

Βi=i0.115,iti=i3.710,iP-
3
Valuei=i0.001i<i0.05

3
 

Supported   

H2c-Social
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 the

3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.151

3
 

Fi=i30.323,iP-Valuei= 

0.001i<i0.05
3
 

Βi=i0.221,iti=i2.146,iP-
3
Value =i0.002i< 0.05

3
 

Supported   

H2d-Technological
3
 

environment
3
 moderates

3
 the

3
 

effect
3
 of

3
 competitive

3
 

strategy
3
 drivers

3
 on

3
 the

3
 

performance of manufacturing 

SMEs in Nairobi City County, 

Kenya. 

R
2 
= 0.209

3
 

Fi=i34.202,iP-

Valuei=i0.003<0.05
3
 

Βi=i0.322,iti=i3.188,iP-
3
Valuei=i0.000i<i0.05

3
 

Supported  

H2e-Legal
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 the

3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.110

3
 

F=i33.544,iP-Value= 

0.000<0.05
3
 

β=0.116,it=0.899,iP-
3
Value=0.073>0.05

3
 

Not
3
 supported

3
  

H2: Macro
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 return

3
 on

3
 investment

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.128

3
 

Fi=i1.759,iP-Valuei= 

0.01<0.05
3
 

βi=i0.006,iti=i2.448,iP-
3
Valuei=i0.007i<i0.05

3
 

Supported  

H2: Macro
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 return

3
 on

3
 assets

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.234

3
 

Fi=i280.528,iP-Valuei= 

0.000<0.05
3
 

βi=i0.135,iti=i2.486,iP-
3
Value =i0.013i<i0.05

3
 

Supported  

H2: Macro
3
 environment

3
 

moderates
3
 the

3
 effect

3
 of

3
 

competitive
3
 strategy

3
 drivers

3
 

on
3
 return

3
 on

3
 equity

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.147

3
 

F = 238.146, P-Value = 

0.00<0.05
3
 

β = 0.129, t = 2.273, P-
3
Value = 0.024 < 0.05

3
 

Supported  

To
3
 establish

3
 the

3
 

influence
3
 of

3
 

entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 

H3: Entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 performance

3
 of

3
 

manufacturing
3
 small

3
 and

3
 

R
2
=0.411

3
 

F= 103.525, P-Value= 

0.000<0.05
3
 

 

β= 0.390, t= 1.500, P-
3
Value=0.055>0.05

3
 

Supported
3
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drivers
3
 and

3
 

performance
3
 of

3
 

manufacturing
3
 small

3
 

and
3
 

medium
3
enterprises. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

medium
3
enterprises. 

 

H3a Innovation
3
 intervenes

3
 

the
3
 relationship

3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.151

3
 

F= 95.080, P-Value = 

0.026 < 0.05
3
 

 

Β = 0.045, t = 1.559, P-
3
Value = 0.075>0.05

3
 

Supported  

H3b- Proactivity
3
 intervenes

3
 

the
3
 relationship

3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.62

3
 

F= 67.919, P-Value= 

0.026<0.05
3
 

 

β= 0.026, t= 0.897, P-
3
Value=0.080>0.05

3
 

Supported   

H3c-Risk
3
 appetite

3
 intervenes

3
 

the
3
 relationship

3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
= 0.171

3
 

F = 73.361, P-Value = 

0.002 < 0.05
3
 

 

β = 0.356, t = 1.281, P-
3
Value = 0.090 > 0.05

3
 

Supported
3
  

H3d-Competitive
3
 

aggressiveness
3
 intervenes

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 performance

3
 of

3
 

manufacturing
3
 SMEs

3
 in

3
 

Nairobi
3
 City

3
County, Kenya. 

R
2
=0.179

3
 

F = 4.027, P-Value = 

0.026 < 0.05
3
 

 

β = 0.437, t = 2.042, P-
3
Value = 0.070 > 0.05

3
 

Supported
3
  

H3: Entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 return on investment of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

 

R
2
=0.179 

F = 4.027, P-Value = 

0.026 < 0.05 

β = 0.015, t = 1.834, P-

Value = 0.075 > 0.05 

Supported  

H3: Entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 return on assets

3
 of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

 

R
2
=0.174 

F = 289.064, P-Value = 

0.000 < 0.05 

β = 0.162, t = 1.095, P-

Value = 0.063 > 0.05 

Supported  

H3: Entrepreneurial
3
 

orientation
3
 on

3
 the

3
 

relationship
3
 between

3
 

competitive
3
 strategy

3
 drivers

3
 

and
3
 return on equity of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

R
2
=0.192 

F = 172.498, P-Value = 

0.000 < 0.05 

β = 0.073, t = 1.184, P-

Value = 0.237 > 0.05 

Supported  
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To
3
 determine

3
 the

3
 

joint
3
 effect

3
 of

3
 

competitive
3
 

strategy
3
drivers, 

entrepreneurial
3
 

orientation
3
 and

3
 macro

3
 

environment
3
 on

3
 the

3
 

performance
3
 of

3
 

manufacturing
3
 small

3
 

and
3
 

medium
3
enterprises. 

H4: Competitive
3
 

strategy
3
drivers, 

entrepreneurial
3
 orientation

3
 

and
3
 macro

3
 environment

3
 on

3
 

the
3
 performance

3
 of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

 

R
2
=0.435, F=

3
 75.887, P-

3
Value = 0.000 < 0.05

3
 

 

 

Supported
3
  

H4: Competitive
3
 

strategy
3
drivers, 

entrepreneurial
3
 orientation

3
 

and
3
 macro

3
 environment

3
 on

3
 

the
3
 return on investment of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

R
2
=0.278, F = 3.37, P-

3
Value = 0.02 < 0.05

3
 

Supported
3
  

H4: Competitive
3
 

strategy
3
drivers, 

entrepreneurial
3
 orientation

3
 

and
3
 macro

3
 environment

3
 on

3
 

the
3
 return on assets of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

R
2
=0.317, F = 277.554, 

P-
3
Value = 0.00 < 0.05

3
 

Supported  

 H4: Competitive
3
 

strategy
3
drivers, 

entrepreneurial
3
 orientation

3
 

and
3
 macro

3
 environment

3
 on

3
 

the
3
 return on equity of

3
 

manufacturing
3
 small

3
 and

3
 

medium
3
enterprises. 

R
2
=0.293, F = 232.69, P-

3
Value = 0.000 < 0.05

3
 

 

Source: Field Data (2019) 

Table 4.50, revealed quantitative relationship amongst competitive strategy drivers and 

manufacturer Enterprises' effectiveness (non-financial and financial) in Nairobi City 

County. The association between competitive strategy drivers and manufacturing SMEs' 

success is moderated by the macro environment. In addition, EO affects the association 

between CSD and output of SMEs in manufacturing sector.  
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Joint effects of competitive strategy drivers, macro environment and entrepreneurial 

orientation on performance of manufacturing SMEs was superior to the individual effect, 

therefore, all four study hypotheses were supported. 

 

4.14 Chapter Summary 

The chapter outlined results of hypotheses formulated from specific objectives of the 

study. Simple linear regression was used in testing direct association between the studies 

variables. Moderating effect was tested using hierarchical regression analysis and 

intervening effects were tested using path analysis. The joint influence was tested through 

multiple regression technique. The study hypotheses were all supported. 
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CHAPTER FIVE 

DISCUSSION OF RESULTS 

5.1 Introduction 

This section addresses findings of the study in relation to research questions and study 

hypothesis. These were formulated using existing theoretical and empirical literature, and 

led to formulation of the conceptual model that described the variables linkages. 

 

5.2 Preliminary Results 

The study revealed that major statements on environmental-based-drivers were market 

was aware of the advantages of differentiated offers, companies were aware of the 

changes in the market niche as well as specific demands of customers, and firms were 

able to get high-quality raw materials at a cheap cost. On resource-based drivers, the 

study found that firms had a strong asset base and sound financial performance, 

technology facilitated a
1
 culture

1
 of

1
 continuous

1
feedback by ensuring

1
 that

1
 everyone

1
 

knew
1
 where

1
 they

1
 stood

1
 on

1
 a

1
 regular

1
basis, technology

1
 aided

1
 firms

1
 in

1
 altering

1
 

the
1
 price

1
structure through

1
 the

1
 development

1
 of

1
 more

1
 efficient

1
 and

1
 

flexible
1
processes and

1
 the

1
firm focuses

1
 on

1
 optimizing

1
 volumes

1
 and

1
 value

1
 based

1
 

on
1
 cross-functional

1
analysis. 

 

On hybrid strategy drivers the study found that companies consistently made decreased 

strategic choices on how to seek significant position and align resources and skills, and 

firms outperformed their competitors. These statements justified the resource-based 
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theory. According to resource-based approach, a discrete collection of capabilities at 

businesses' choice gives a sustainable competitive
1
advantage (Barney, 1991; Conner & 

Prahalad, 1996). Resource based theory describes
1
 how

1
entrepreneurs create firms based 

on existing resources and skills (Dollinger, 1999). 

 

The study indicated that government statements on policy changes and the country's 

general political stability were determinants of the macro environment. In a state of 

contention, game theory provides a simulation model for strategic interactions involving 

two people, each focusing on opponent's behavior with an aim of predicting opponents 

possible move in order to select best move (Furrer & Thomas, 2000). Entrepreneurial 

orientation was explained by workers showing a high inclination to follow the leader in 

presenting new goods/services, and employees regularly generate new items and how to 

do things differently, defines innovation indicator of entrepreneurial orientation, firms 

were the first to market when it came to offering new products and services, and they had 

a strong tendency to be ahead of their competition when it came to bringing fresh ideas or 

products indicated risk taking. 

 

The study further revealed that firms were often
1
 the

1
 first

1
 businesses

1
 to

1
 introduce

1
 

new
1
 products

1
 and

1
services, firms

1
 adopted

1
 a

1
 cautious

1
 wait-and-see

1
 attitude

1
 to

1
 

minimize
1
 costly

1
 decisions

1
 and competitive

1
 aggressiveness

1
 when

1
 faced

1
 with

1
 

decision-making
1
 situations

1
involving uncertainty presented pro activeness. The 

statements justified the psychological entrepreneurship theory by emphasizing personal 

traits (Cohen, 2004). 
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5.3 Discussion of Hypothesis Testing 

This section discusses findings from formulated hypothesis. It further links the results to 

the theories and empirical studies. Discussion has been presented on objective basis that 

Industrial production and strategic planning drivers. The impact of the 

macro
1
environment on

1
 the

1
 relationship

1
 between

1
 competitive

1
 strategy

1
 drivers

1
and 

manufacturing SMEs' performance, the
1
 impact

1
 of

1
 entrepreneurial

1
 orientation

1
 on

1
 the

1
 

relationship
1
between competitive

1
 strategy

1
 drivers

1
and manufacturing SMEs' 

performance, and
1
 the combined effect of competitive strategy drivers and manufacturing 

SMEs' performance are all discussed. Strategy drivers, macro environment and 

entrepreneurial orientation on performance of manufacturing SMEs.  

 

5.3.1 Competitive Strategy Drivers and Performance of Manufacturing SMEs 

The
3
 first

3
 objective

3
 of

3
this study was to determine the impact of competitive strategy 

drivers on the performance
3
 of

3
manufacturing SMEs. This goal was accompanied by a 

hypothesis, H1, which itemized that CSD haveia significantiinfluence oniperformance of 

manufacturingiSMEs'. Environmental, resource-based, and hybrid strategy drivers were 

among the competitive strategy drivers. The study evaluated the association between
3
 

competitive
3
 strategy

3
 drivers

3
 and

3
 manufacturing

3
SMEs' success. Other researchers 

have confirmed this direct association as supported by empirical literature review. 

 

Moreover, the findings were not conclusive, since some research found a positive direct 

association while others found a negative direct connection, necessitating a retest. The 
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study revealed that the dimensions of competitive strategy drivers had a statistically 

significant impact on manufacturing SMEs' performance. Furthermore, each
1
competitive 

strategy
1
 driver

1
dimension (environmental

1
 based

1
drivers, resource-based

1
drivers, and

1
 

hybrid-based
1
drivers) had a statistically significant impact on manufacturing SMEs' 

performance. Though competitive strategy drivers have a substantial impact on 

manufacturing
1
SMEs' performance, their

1
 three

1
aspects (environmental

1
 based

1
drivers, 

resource-based
1
drivers, and

1
 hybrid-based

1
drivers) account

1
for 12.4 percent

1
 of

1
the 

variation
1
 in manufacturing SMEs' performance. This suggests that business performance 

is determined by competitive strategy drivers. The first hypothesis was not rejected.  

 

The resource-based theory of entrepreneurship supported conclusions of this study. 

According to the theory, a unique set of resources available at the firm's choice provides 

a lasting competitive advantage (Barney, 1991; Conner & Prahalad, 1996). RBV is 

fundamental because it recognizes firm's assets and talents to be critical to its execution. 

Enterprises can gain a long-term competitive edge by utilizing resources such as strategic 

planning management planning (Michalisinet al., 1997), tacit knowledge (Polanyi, 1966), 

capital, management skills (Castanias & Helfat, 1991) and hiring of trained workforce 

(Wernerfelt, 1984). According to Conner (1991), a firm‟s ability to attain and maintain 

competitiveness in their markets is contingent on its ability to acquire and defend its 

superior position in underlying resources key to production and distribution. The findings 

supported the resource-based theory's conceptualization, which states that companies 

perform better when they use and configure different resources, they have to gain a 

competitive edge. The relationship between CSD and organization success justified the 
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locus of control theory (Rotter, 1996), which refers to how strongly entrepreneurs see 

their efforts as being critical to achieving their intended outcomes. The activities of these 

business people have been shown to have a sense of self - efficacy, so those who ascribe 

the outcomes of their behaviors to outside factors are said to have an open circulatory 

system. 

 

Previous research (Gibcus & Kemp, 2003; Peng et al., 2008) found that the tactics used 

by businesses had direct significant impact on their success. Specifically, businesses that 

have wide ranging and consistent plan outperform those that do not (Gibcus & Kemp, 

2003). In general, a firm's performance is correlated with its strategy. The findings of this 

study also corroborate Pelham (1999), who stated that focusing on a low-cost strategy 

would have less effect than focusing on a differentiation strategy, which would result in 

higher performance for SMEs, necessitating the use of hybrid strategy drivers. 

 

In their study of SMEs in Nairobi dealing with business problems, Bowen et al. (2009) 

evaluated the techniques they used to
1
 overcome

1
 the

1
obstacles. The

1
 findings

1
revealed 

that
1
 SMEs

1
 used

1
 the

1
 following

1
 strategies

1
 to

1
 overcome

1
flaws: discounts

1
 and

1
special 

offers, fair
1
pricing, improved

1
 customer

1
service, presenting

1
 a

1
 diverse

1
 range

1
 

of
1
services and

1
products, and

1
 continuously

1
 improving

1
 superiority

1
 of

1
 service

1
delivery, 

resulting
1
 in

1
 environmental

1
 based

1
drivers. According

1
 to

1
 Teach

1
 and

1
Schwartz (2000), 

strategy
1
 and

1
 performance

1
 are

1
 only

1
 loosely

1
related. Similarly,

 1
 (Kemp

1
 &

1
Verhoeven, 

2002) argue that strategy and performance have no link. Bowen et al. (2009) observed 

that accepting a variety of policies resulted in company prosperity, which further supports 
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hybrid strategy drivers. As a result, a company must constantly have a mix of strategies 

in place to deal with the changing problems it faces. The findings of this study differ with 

those of Dess and Davis (1984), who stated that businesses may be divided into four 

clusters depending on their strategies: cost leadership, stuck in the middle, focus, and 

innovation. This study used a three-model approach, which included
1
 environmental-

based
1
drivers, resource-based

1
drivers, and

1
 hybrid

1
 strategy

1
drivers. The

1
 study

1
 justifies 

game
1
theory, which

1
 proclaim

1
 that

1
 all

1
 players

1
 have

1
 predictable

1
 preferences

1
 and

1
are 

instrumentally
1
 rational

1
 in

1
 the

1
 sense

1
 that

1
 they

1
 always

1
 choose

1
 the

1
 option

1
that 

maximizes
1
 their

1
 individual

1
 payoffs

1
 based

1
 on

1
 their

1
 current

1
 knowledge

1
 and

1
beliefs, 

and
1
 that

1
 the

1
 game's

1
 specification

1
 as

1
 well

1
 as

1
 the

1
 players' preferences

1
 and

1
 

rationality are
1
 well-known

1
 among

1
 the

1
players the essence of competitive strategic 

drivers. 

 

5.3.2 The Influence of Macro Environment on the Relationship between Competitive         

          Strategy drivers and performance of manufacturing SMEs 

Objective two was to determine the influence of macro
1
 environment

1
 on

1
the association 

between
1
 competitive

1
 strategy

1
 drivers

1
and manufacturing SMEs' performance. 

Manufacturing
1
 SME's must be aware of any input and impact from the macro 

environment in order to remain competitive, and they must react regularly and 

appropriately. The capacity of a company to
1
 adapt

1
 to

1
 changes

1
 in

1
 the

1
 macro

1
 

environment
1
 will

1
 decide

1
 its

1
success, long-term viability, and survival. Hypothesis H2, 

which stated that the macro environment
1
 moderates

1
 the

1
 influence

1
 of

1
 competitive

1
 

strategy
1
 drivers

1
on the

1
 performance

1
 of

1
 manufacturing

1
SMEs, was investigated in 
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order to attain this goal. Environmental scanning is a crucial part of strategy creation 

because it identifies relevant variables and forces
1
 that

1
 exist

1
 outside

1
 the

1
 organization

1
 

and
1
 have

1
the ability indirectly/directly affect manufacturing SMEs' competitive strategy 

drivers and performance. 

 

Enterprises are required to formulate strategic decisions about the type of competitive 

advantage they want and the scope within which they will accomplish it in order to get a 

competitive edge. The study evaluated macro environment in terms of political, 

economic, social, technical, ecological, and
1
legal components.  If

1
 the

1
 interaction

1
 term

1
 

between
1
the moderator

1
 variable

1
 and

1
 the

1
 independent

1
 variable

1
 in

1
 the

1
 model

1
 

is
1
significant (p-value0.05), then was assumed that moderation took effect. 

 

The results of this study confirmed the premise that the macro
1
 environment

1
moderates 

the
1
 association between

1
 competitive

1
 strategy

1
 drivers

1
 and

1
 the

1
 performance

1
of 

manufacturing 
1
SMEs. The association between competitive strategy drivers and 

company performance was individually moderated by political, economic, social, 

technical, and ecological factors. The legal aspect did not moderate the association 

between
1
 competitive

1
 strategy

1
 drivers

1
 and

1
business performance. As a result, it is 

critical for
1
manufacturing SMEs

1
 to

1
 scan

1
 their

1
 political, economic, social, 

technological, and
1
ecological environments

1
 as

1
 they

1
 implement

1
 competitive

1
 strategy

1
 

drivers
1
 for performance improvement. Interaction term had a substantial influence in 

explaining the association as indicated by the relative change in R
2
, thus Hypothesis two 

was supported. 
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Dynamic capacity is the company's capability to strategically address issues shaped by its 

affinity to identify opportunities and threats, select convenient and showcase arranged 

choices and to change its asset base (Barney, 1991; Conner & Prahalad, 1996). The 

results are also grounded on the resource-based theory of entrepreneurial, that is, firm‟s 

competitive position is defined by a bundle of unique and relationships at its disposal. 

Alvarez and Barney (2002) contends that if an entrepreneur has access to all the resources 

needed to exploit an opportunity, then the focus will shift to more of coordinating and 

executing and less of organizing. This situation can be considered similar to exploiting 

arbitrage opportunities availed by dynamics in the business environment.  

 

Although the environment in which a firm or individual company competitive tactics 

impact how a firm performs in the same macro environment, firms in the same macro 

environment perform differently (Spanos, Zaralis, & Lioukas, 2004). The impact of the 

macroienvironment onithe linkibetween CSDiand performanceiof manufacturingiSMEs, 

according to empirical research, indicates that the environment presents both 

opportunities and challenges to all companies (Pearce & Robinson, 2011). Enterprises 

select strategy drivers that can provide long-term competitive advantage based on the 

competitive environment. Variations in competitive strategy drivers and firm 

performance may result from organizational reactions to environmental changes (Sermon, 

Hitt, &Ireland, 2006). Intensive,idefensive, jointiventure, andia combinationiof tactics are 

some of the strategic choices a company may use to get a competitive edge for growth 

(David, 2001). 
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The finding is in agreement with Machuki and Aosa (2011) who found that outcomes is a 

subject to firm orientation to the changes in the environment. Further, David (2001) 

posited that strategy drivers‟ choices that a firm seeks to adopt may help achieve 

competitive advantage through escalated, protective, joint venture and a mix of other 

approaches. The performance outcomes of major decisions that are made in relation to 

macro environmental conditions are of interest to business strategy researchers. In line 

with theoretical linkage, the study supports open system theory. The results brough out 

the importance of the environment in which the organization operates. This is anchored 

on the open system theory which states for transformation and survival, organizations are 

significantly impacted by the environment in which they function. The findings support 

Burnes' (2000) theory that firms are open systems which require cautious supervision to 

satisfy and soothe internal requirements while also adapting to macro conditions. While 

businesses rely on their surroundings for vital resources, the
1
 environment

1
is 

unpredictable
1
 since

1
 it

1
 is

1
 outside

1
 the

1
 firm's

1
 administrative

1
control. 

 

5.3.3 The Effect of Entrepreneurial Orientation on the Relationship between        

          Competitive Strategy Drivers and Performance of Manufacturing SMEs 

Third goal looked at the influence of entrepreneurial
1
 orientation

1
 on

1
 the association 

between competitive
1
 strategy

1
 drivers

1
and manufacturing SMEs' performance. The

1
 

study
1
looked at

1
 how

1
 entrepreneurial

1
attitude, as

1
 an

1
 intervening

1
variable, influences 

the association between competitive
1
 strategy

1
drivers and manufacturing 

SMEs'
1
performance. Hypothesis H3, which stated that entrepreneurial attitude influences 

the link
1
 between

1
competitive strategy

1
 drivers and manufacturing SMEs performance, 
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was developed and tested. The study followed Baron and Kenny's (1986) technique of 

assessing mediating impact in four phases. For the mediation relationship, all four 

requirements were met. The results of the study show that entrepreneurial orientation 

moderates the association between
1
 competitive

1
 strategy

1
 drivers

1
and manufacturing 

SMEs' performance. The relative shift in R
2
 indicated that entrepreneurial orientation 

accounted for a considerable portion of the relationship's explanation. As manufacturing 

SMEs embrace competitive strategy drivers, it is critical that they also adopt 

entrepreneurial orientation in order to improve their performance. 

 

The results contributed to the body of knowledge in resource-based theory. Competitive 

advantage, according to RBV, is built on a company's valuable and unique assets. Firms 

will compete based on their internal skills, competences, and resource capabilities, 

according to the new perspective (Hoskisson, Hitt, Wan, & Yiu, 1999). By developing a 

firm's resources and internal capabilities and applying them to a suitable external 

environment, Barney (1991) noted that, a firm can develop a viable and sustainable 

strategy. McEvily and Chakravarthy (2002) verified that a company could outperform 

competition if it could continually and swiftly learn, adapt, and offer unique requirements 

of stakeholders in a way that could not be replicated. 

 

Game theory is important in strategic decision making because it highlights the need of 

analyzing decisions, the environment, and possible alternative actions of a business and 

other industry players, as well as the probable consequence (Myerson, 1991). The best 

potential advantage over competitors can be leveraged by choosing a plan of action. As 
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the game theory is implemented, valuable experience and learning are acquired, allowing 

for effective decision-making to aid in obtaining higher performance (Myerson, 1991). 

 

SMEs must enhance their efficiency levels and adapt swiftly to market developments, 

including disruptions caused by new market entrants, increasing liberalization, 

technology progress, and high standards requirements. Furthermore, manufacturing 

SMEs may become increasingly integrated into the global economy, offering new 

opportunities to participate in global value chains and supply chains networks. Quality 

has undoubtedly emerged as a tactical competitive weapon for company success. 

Quality's strategic impacts on a company's competitive position cannot be overlooked in 

today's business climate (Rohitratana& Boon-Itt, 2011). Manufacturing SMEs who can 

use technology and expertise to manufacture high-value-added, high-quality items will be 

the only ones that can compete on a global basis (GoK, 2008). All of these things make it 

easier for manufacturing SMEs to advance up
1
 the

1
 value

1
 chain

1
 and

1
 adopt

1
 

new
1
technologies, particularly

1
 information

1
 and

1
 communication

1
 technology (ICT).  

 

The findings contribute to knowledge building by bolstering dynamic capacities theory. 

dynamic capabilities explains how a firm's responsiveness and innovation are enhanced 

by entrepreneurial orientation concept, resulting in prompt, quick, and adaptable 

outcomes in changing marketplaces. Dynamic capabilities, according to Easterby-Smith, 

Lyles, and Peteraf (2009), areihigher-level capabilitiesithat helpiwith "knowledge 

conventioniand sharing,"i"constant modificationiof operationaliprocedures," "interrelation 



184 
 

withithe environment,"iand "applicationiof appropriateientrepreneurial 

orientationipractices." 

5.3.4 Joint Effects of Competitive Strategy Drivers, Macro Environment and                 

Entrepreneurial Orientation on performance of manufacturing SMEs 

Objective four was to determineithe jointieffect of Competitive Strategy Drivers, Macro 

Environment and Entrepreneurial Orientation on performance of manufacturing SMEs. 

H4, states that the jointieffect oficompetitive strategy drivers, macro environmentiand 

entrepreneurial orientation has influence on the performance of manufacturing SMEs was 

tested. There exists significant joint effect over individual effect if the coefficient of 

determination for joint effect is greater than that of individual effect model. The study 

foundithat theiresults ofithe jointieffect wereistatistically significantiimplying that the 

variablesijointly significantly influenceiperformance of manufacturing SMEs. Thus, there 

is need for manufacturing SMEs to collectively embrace competitive strategy drivers, 

macro environment and entrepreneurial orientation.  

 

When the macro environment is relatively passive, Stalk et al. (1992) argue that strategy 

may afford to stay static. In a tumultuous, ever-changing corporate environment, 

however, strategy must become more dynamic as well. Throughicombination, 

reconfiguration,ico-evolution,iand integrationiin specific patterns, competitive strategy 

drivers enable resource cooperationiand coordinationiteams (Teeceiet al.,i1997). Thisiis 

generally accomplished by combining the firm'siprocesses, procedures, talents, and 

functionalicompetencies toimatch demands toia changingienvironment and therefore 

improve performance (Grant, 1991; Teece et al., 1997). 
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Fundamental premise of strategic governance is that performance is dependent on 

environmental conditions and competitive strategy drivers (Bourgeois, 1985). The fit, 

equivalence, or congruence of a business's strategy decision with the environmental or 

firm's circumstances influencing firm can be demonstrated (Andrews, 1971; Hofer & 

Schendel, 1978). The resource-based theory, dynamic capacity theory, and open system 

theory of entrepreneurship are all part of the combined impact. Firms' survival depends 

on their relationship with the environment. The potential evolving character of fit 

between business environment and the company is substantially connected to 

organizational success (Machuki & Aosa, 2011). The findings corroborate resource-based 

theory, which states that businesses rely on a variety of resources to function, including 

financial capital, human resources, and raw commodities. In order to gain resources, a 

business must trade with other actors and organizations in its ecosystem (Casciaro & 

Piskorski, 2005).  

 

The findings also demonstrate a link with resource-based theory, which states that 

entrepreneurs build strategies on the basis of resources at their disposal, as well as 

environmental conditions and the entrepreneurs' proactivity and inventive character. The 

findings also showed that businesses' performance improves when they employ 

distinctive resources that they own and arrange to provide them a competitive edge. It 

must be pointed out that for value, the resources available to a firm must be utilized in a 

manner that will give competitive edge over other competitors in the business 

environment.  
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5.4 Empirical Model 

The hypothesis testing indicated that the direct connection between industrial 

performance and competitive strategy drivers the moderating impact of the macro 

environmention theiconnection betweenicompetitive strategyidrivers and manufacturing 

SMEs' performanceiwas also validated. It was also supported by the macro environment's 

subscales, notably political, economic, social, technical, and ecological, but fell short on 

the legal front. The impact of entrepreneurial attitude on competitive strategy drivers and 

manufacturing SMEs' performance was also validated. Aspects of entrepreneurial inclination 

also supported the idea. The impact of competitive strategy drivers, entrepreneurial attitude, the 

macro environment, and manufacturing SMEs' performance was also supported. The 

experimentally validated directional, moderation, and mediation connections are shown in Figure 

5.1.
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Figure 5.1: Empirical Research Model 

Source: Researcher (2019): Developed from the Research Results. 
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 Innovation  
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 Risk appetite  

 Competitive 

Aggressiveness 

H4:R
2=0.435.F=75.537.P-Value=0.000<0.05 

 

H3: R
2
=0.411, 

F=103,525 

 
P-Value=.00<0.05 

Intervening Variable  

H1:R
2=0.124, F=42.113, P-value=.00<0.05 

H2:R
2=0.239.F=46.565.P-Value=.000<0.05 

Independent Variable 

Moderating Variable 

              Dependent Variable 
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5.5 Chapter Summary 

Thisichapter presents and discusses theifindings ofithe study following analytical tests 

carriediout to validate theiresearch objectives and hypothesesiformulated. Using 0.05 

significance level, the results revealed statistical significance between competitive 

strategy drivers and performance,ias wellias theimoderating influence of macro 

environment and intervening entrepreneurial attitude has an impact onithe link between 

competitiveistrategy driversiand manufacturingiSMEs' success. This chapter concluded by 

discussing the study findings in relation to existing theoretical and empirical studies, in 

which it was established thatithe findingsiin theicurrent study were consistent with 

findings from previous studies.  
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CHAPTER SIX 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

6.1 Introduction 

On the basis of main and specific objectives, analysis of the results, conclusions, 

recommendations, and implications for theory, policy, practice, and procedure are 

presented in this chapter. In addition, the study's shortcomings are addressed, and topics 

for additional further studies are proposed. 

 

6.2 Summary of the Study 

The findings showed that hybrid strategies drivers had the highest average score amongst 

competitiveistrategy drivers,ifollowed by environmentalibased drivers and resource-based 

drivers.iThis implies that CSD reinforce/improve performance of manufacturing SMEs. 

The findings imply thatimanufacturing SMEsicould edgeitheir operationsiby taking macro 

environmental dynamicsiinto account while developing services and products. This is 

confirmed by the results of test of hypothesis which established that Macro environment 

have positive relationship on performanceiof manufacturingiSMEs. The results reveal that 

performance ofimanufacturing SMEs is positively related to the study variables of 

competitive strategy drivers, macro environment and entrepreneurial orientation. From 

the results, manufacturing SMEs need to strive to constantly review changes in their 

niche market, updatesiits mandateiin lineiwith changesiin theimarket as well as specialize 

on its target market to maintain the firm‟s competitive edge.   
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6.2.1 Competitive Strategy drivers and performance of manufacturing SMEs 

Results were meant to assess the impact of CSD on performance. Measurements for 

competitive strategy drivers were taken in three dimensions: environmental, resource-

based, and hybrid strategy drivers. Selecting
1
 the

1
 competitive

1
 scope

1
 or

1
 diversity

1
 of

1
 

the
1
 firm's

1
 undertakings

1
will play

1
 a

1
 significant

1
 part

1
 in

1
 achieving

1
 performance

1
 

since
1
 it

1
 seeks

1
 to

1
 build

1
 a

1
lucrative and

1
 viable

1
 position

1
 against

1
 the

1
 forces

1
 that

1
 

regulate
1
 your

1
 industry

1
competition, hence firms use their competitive upper hand to 

attract more customers than their competitors and increase market share. 

 

The findings show that competitive strategy drivers have an impact on manufacturing 

SMEs' financial and non-financial performance. This indicates that manufacturing SMEs 

must cultivate and maintain
1
innovativeness, creativity, and

1
 continuous

1
 learning

1
within 

their
1
organizations, develop

1
 products

1
 with

1
 attributes

1
 that

1
 differ

1
 significantly

1
from 

those
1
 of

1
 their

1
competitors, research

1
buyers' needs

1
 and

1
 behavior

1
 to

1
 learn

1
 what

1
they 

value, and
1
 then

1
 incorporate

1
 the

1
 desired

1
 buyer

1
 features

1
 into

1
 the

1
 product

1
 to

1
 

encourage
1
 buyer

1
preference. 

 

Secondly, a wide-ranging cost advantage may find it very simple to change its 

commodities in strategies to succeed immediately. The findings of the composite indices 

test of hypothesis revealed significant association between CSD and manufacturing 

SMEs' performance. As a result, companies should place a greater prominence on 

competitive strategy drivers that have a beneficial influence on success. 
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6.2.2 Competitive Strategy, Macro Environment and Firm performance 

The
1
 process

1
 of

1
 decision

1
 making

1
 within

1
 the

1
 environment

1
 is

1
 never

1
 ending

1
and 

therefore
1
 a

1
 continual

1
 reassessment

1
 of

1
 the

1
 status

1
 of

1
 the

1
 strategic

1
 factors

1
 in

1
this 

environment
1
 must

1
 take

1
place. To

1
 survive

1
 in

1
 the

1
environment, firms

1
 have

1
 to

1
pay 

attention
1
 and

1
 match

1
 their

1
 activities

1
 to

1
 the

1
 environmental

1
conditions. The results of 

the relationship to
1
 determine

1
 the

1
influence of the macro environment on

1
 

the
1
relationship between

1
 competitive

1
 strategy

1
 drivers

1
 and

1
 performance

1
 

of
1
manufacturing SMEs were statistically significant. The findings indicated that the 

most influential macro environment attributes on the performance of manufacturing
1
 

SMEs
1
 in

1
 Nairobi

1
 City

1
 County on the surveyed firms were the government 

pronouncements
1
 on

1
 changes

1
 in

1
 policy

1
 from

1
time to time and changes of political 

regime. These results confirmed that Kenya has experienced a lot of changes in the 

market and hence, this has created a new and challenging competitive arena for all 

manufacturing SMEs.  

 

Understanding the dynamics which guides industry competitiveness are the beginning 

point for formulating strategy. It highlights the most important features of the competitive 

landscape as well as the most important restrictions to overall profitability. These 

findings show that the macro environment for manufacturing SMEs offers possibilities to 

improve the competitive advantage of its resources. New markets, technical 

developments, and changing consumer tastes are just a few examples of driving forces 

that give manufacturing SMEs with value-adding possibilities. As a result, these 
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manufacturing SMEs should take use of these new chances to get a competitive edge and 

achieve excellent results.  

 

6.2.3 Competitive Strategy, Entrepreneurial Orientation and performance of   

manufacturing SMEs 

The findings on impact of entrepreneurial attitude on association betweenicompetitive 

strategyiand performanceiof manufacturingiSMEs' were statistically significant. 

Entrepreneurial orientation was defined in this study as creativity, risk-taking, pro-

activeness, and competitive aggressiveness. Introduce new products/services, develop 

new processes, or use new technology to exhibit a company's innovativeness. According 

to the findings, manufacturing SMEs must use their inventive abilities to refresh their 

market offerings in order to survive and develop in a world of fierce competition, rapid 

technological advancements, and resource constraint. 

 

To be successful, these companies must also participate and promote creation of new 

ideas/ processes which bring forth new goods, services, technical processes, and markets. 

Furthermore, surveyed companies were perceived to be willing to take risks and offer 

new goods/services to the market with the goal of boosting earnings/sales. In general, this 

study suggests that Manufacturing SMEs need to regulate and manage risks in order for 

these potentially dangerous possibilities to be appealing. Furthermore, a company may 

discover that improving its ability to detect and manage risk allows it to seize 

opportunities that the competitors cannot. 
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The capacity of a company to acquire more knowledge about the resources and 

possibilities accessible in its industry is positively connected to its pro-activeness. As a 

result, manufacturing SMEs should be proactive in order to better scan the environment 

and discover and find possibilities in their macro environment. As a result, companies 

tend to be informed about acquiring information and resources than their less proactive 

rivals, and as a result, they perform better. Furthermore, aggression improves company 

performance by focusing on outmaneuvering and undermining competitors, which 

enhances the firm's competitiveness at the expense of competitors. As a result, 

manufacturing SMEs must embrace aggression. The findings of the test of hypothesis on 

composite indices revealed that entrepreneurial orientation hadia statisticallyisignificant 

interveningiinfluence onithe connection betweenicompetitive strategy drivers and 

manufacturing SMEs' performance.iAs a result, companiesishould place a greater focus 

on entrepreneurial oriented aspects that have a favorable influence on their success. 

 

6.3 Conclusion 

The study's major goal was to see how entrepreneurial attitude and the 

macro
1
environment affected the link between CSD and entrepreneurial orientation SMEs 

in Nairobi City County. A model for testing these relationships was
1
 conceptualized

1
 and

1
 

data
1
 was

1
 collected

1
 using

1
 a

1
 structured

1
 questionnaire

1
 on

1
the study variables. To 

achieve this objective, tests were done using composite indices followed by individual 

effects.  

The impact of competitive
1
 strategy

1
 drivers

1
 on

1
 the

1
 performance

1
 of

1
manufacturing 

SMEs
1
 was

1
 shown

1
 to

1
 be

1
 statistically

1
significant. Individual

1
 impacts

1
 of

1
competitive 
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strategy
1
drivers (environmental

1
 based

1
drivers, resource-based

1
drivers, and

1
 hybrid 

strategy
1
drivers) on

1
 manufacturing

1
SMEs' performance were also statistically 

significant, according to the research. The CSD strength and performance of 

manufacturing SMEs were both important. These market orientation factors have been 

shown to increase manufacturing SMEs' success. Individual predictors of environmental, 

resource-based, and hybrid approach drivers were statistically significant, according to 

the findings. 

 

The results
1
 of

1
 analysis

1
 to

1
 establish

1
 the

1
 effect

1
 of

1
 macro

1
environment, there

1
 was

1
a 

substantial
1
 link

1
 between

1
 competitive

1
 strategy

1
 drivers

1
 and

1
 manufacturing

1
SMEs' 

success. The findings also show that competitive strategy drivers and the macro 

environment have a substantial impact on manufacturing SMEs' success. This suggests 

that competitive strategy drivers are influenced by the macro environment when deciding 

the performance of manufacturing SMEs, confirming the premise that the macro 

environment moderates the effect of CSD on manufacturing SMEs performance. 

 

Theifindings revealed thatientrepreneurial attitude hadia statisticallyisignificant impaction 

the link between competitive strategy drivers and manufacturing SMEs' performance. 

Entrepreneurialiorientation (innovativeness,irisk-taking, pro-activeness,iand competitive 

aggression) has individual impacts onithe connection betweenicompetitive strategy 

driversiand manufacturingiSMEs' success were significant. These entrepreneurial 

orientation aspects were proven to improve performance of manufacturing SMEs. 

Finally, the jointieffect of the variablesion performanceiof manufacturing SMEs was 
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significantly greater than the individual effect of the same. Thus, synergy is created by 

considering the joint effect on performance of manufacturing SMEsiin NairobiiCity 

County,iKenya. 

 

6.4 Implications of the Study 

The implication of the study focused on the implication for theory, policy implication, 

management practices and methodology. These are discussed below. 

 

6.4.1 Implications for Theory 

Thisistudy wasianchored on resource-basediview, game theory, open systems theory and 

dynamic capabilities theory. The study findings are consistent with resource-based theory 

in offering the explanation of the link between competitive strategy drivers, the macro 

environment, and entrepreneurial attitude and performance. Entrepreneurs build 

enterprises out of existing resources and competencies, according to this notion 

(Dollinger, 1999). Enterprises can obtain a long-term competitive edge by utilizing 

resources such as strategic planning, management planning (Michalisin, Smith, & Kline, 

1997), tacit knowledge (Polanyi, 1966), capital, management skills (Castanias & Helfat, 

1991) and acquisition of appropriately skilled Human Resources (Wernerfelt, 1984).  

 

The findings further support game theory. This theory explains the decisions, strategies 

and also the Players can pick from a variety of options, and payoffs can be numerical
1
 

representations
1
 of

1
 the

1
 players' preferences

1
 among

1
 the

1
 game's

1
 various

1
outcomes. 

This idea is backed up by evidence of the macro environment's moderating influence on 
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the link between
1
 competitive

1
 strategy

1
 drivers

1
 and

1
performance. On them of dynamic 

capabilities, this study confirms thatiEntrepreneurial orientation mediates theirelationship 

betweenicompetitive strategyidrivers andiperformance. With proper Entrepreneurial 

orientations, entrepreneurs are capable of achieving competitive advantage. The study has 

demonstrated that Manufacturing SMEs Companies operate in competitive settings, and 

their success is influenced by entrepreneurial
1
orientation characteristics and competitive 

strategy drivers, as proposed in numerous studies. 

 

6.4.2 Policy Implications 

The findings of this study offer suggestions that are useful to policy makers in this sector 

in Nairobi City County. Manufacturing SMEs in Nairobi City County have previously 

lacked best competitive strategy drivers and entrepreneurship management practices. The 

findings will guide policy makers to develop strategies, promotion of assistance scheme 

and education programmes appropriate for manufacturing SMEs in order to enhance their 

entrepreneurial culture.  

 

Cost reduction strategies will enable manufacturing SMEs firm
1
 to

1
 sell

1
relatively 

standardized
1
 products

1
 acceptable

1
 to

1
many

1
 customers

1
 at

1
 the

1
 

lowest
1
competitive

1
price, gain competitive advantage and increase their market share. 

Theiresults ofithis studyiwill assistipolicy makersito ensure Manufacturing SMEs give 

correct and timely data. The information will be a useful guide to current and potential 

investors, policy formulators, government and its state agencies in developing policies for 
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addressing the resource constraints affecting competitiveness of manufacturing
1
 SMEs

1
 

in
1
Nairobi City

1
County, Kenya. 

 

6.4.3 Implications to Management Practice 

The study identifies both macro environment and entrepreneurial orientation as key 

components of enhancing performance in manufacturing SMEs in Nairobi City County, 

Kenya. The study emphasis that entrepreneurs should embrace entrepreneurial orientation 

and carry out macro environment scanning in order to improve their performance.  

 

It is also important and necessary that SMEs understand the entrepreneurial dimensions 

in order to carry out frequent analyses and develop entrepreneurial orientation concepts 

relevant to their firms. Owners or Managers who develop resource strategies to either 

adapt to changing external environment conditions or to proactively influence their 

environments should find the results of this study useful. 

 

The results of this study will assist management practitioners to develop long term 

strategies to address constraints that manufacturing SMEs encounter and could
1
 have

1
led 

to
1
 low

1
 capacity

1
 utilization/productivity

1
 in

1
 the

1
sector. They

1
 will

1
 be

1
 able

1
 to

1
source 

funds
1
 for

1
 research

1
 and

1
 development

1
 of

1
 better-quality

1
products. The

1
 management

1
 

will
1
 also

1
 be

1
 able

1
 to

1
 address

1
 their

1
 internal

1
 weakness

1
 such

1
 as

1
 the

1
 inefficient

1
 use

1
 

of
1
resources. 

 



198 
 

6.4.4 Implications to Methodology 

The hypothesized associations for the four research objectives yielded statistically 

significant outcomes in this study. The variables' causal connections were investigated 

and established. According to Lenz (1980), each link must be created by the other, either 

directly or indirectly, and there is a need to investigate further interactions. This 

necessitates a consideration of alternative operationalizations of the study research 

variables as well as interaction testing. The design was created with the goal of 

generalizing the study's findings. Case by case studies, on the other hand, would be used 

to advance the study's conclusions. The study yielded a variety of outcomes in terms of 

statistical significance and the connections between the independent and dependent 

variables. 

 

Tests of validity and reliability test were applied on data operationalization of the study 

variables as well as on the study instrument. This was done in order to ensure that data 

collected would be error free and display significant results. Regression analysis was 

used as the analytical tool for the study. It's an extremely effective analytical approach for 

research with cause-and-effect connections between and among variables. This method 

was able to generate a variety of statistical reports that led this investigation in 

determining whether or not the various hypotheses were supported. It also enabled for 

judgments to be drawn based on verified empirical facts. Using a different analytical 

technique might cause statistically significant results to become statistically insignificant. 
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6.5 Limitations of the study 

The
1
 main

1
 objective

1
 of

1
 the

1
 study

1
 was

1
 to

1
 establish

1
 the

1
 relationship

1
 of

1
 variables

1
 

that
1
 have

1
 an

1
 impact

1
 on

1
 performance

1
 of

1
 manufacturing

1
 SMEs

1
 in

1
 Nairobi

1
City 

County. The study had a number of limitations. Having specific respondents in the 

organizations was a limitation. The study specified that owners/managers should respond 

to the questionnaire. However, owners/managers were not
1
 always

1
 available

1
 and

1
 did

1
 

not
1
 have

1
 adequate

1
 time

1
 to

1
respond. This introduced individual perceptions on

1
the 

variables
1
 rather

1
 than

1
 a

1
 uniform

1
 generalization

1
 of

1
 the

1
overall manufacturing SMEs.  

Another limitation was the study‟s focus only on manufacturing SMEs in Nairobi City 

County. This narrowing down to the manufacturing sector required the researcher to 

travel extensively in order to obtain responses from manufacturing SMEs that are in the 

manufacturing sector. Data collection through questionnaires allowed respondents to fill 

them at their own time and on
1
 voluntary

1
basis.  

 

The study operationalized firm performance in financial and non-financial aspect. This 

does not cover other aspect like the balanced scorecard among possible others. The study
1
 

did
1
 not

1
 take

1
 into

1
 consideration

1
 the

1
 effect

1
 of

1
 the

1
 moderating

1
 variables

1
like 

manufacturing SMEs resources possession and organization capabilities on the impact of 

resource endowment.  

 

6.6 Areas Suggested for Further Research 

The current study cross-sectional purposive sampling allowed for the collection of data 

for something like the targeted manufacturing SMEs at a single moment in time. Future 
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study should thus concentrate on longitudinal techniques that allow for data collection at 

many points. Cross-sectional research is less likely to give further insights into the 

dynamic features of competitiveistrategy drivers, macro environment, entrepreneurial 

orientation,iand manufacturingiSMEs' success. Future research should concentrate on 

SMES in industries other than manufacturing, such as insurance, banking, 

retail/distribution, and so on, to see if the findings achieved are comparable to those 

found in this study. Additionally, research should be done onifirms outsideithe SMEs, in 

orderito determineiwhether theiconclusions reachediin this study are applicableiin the 

contextiof otheriareas of Nairobi City County‟s business community. Future researchers 

may use Return on assets (ROA) and return on equity (ROE) as possible measures for 

performance of SMEs.  

 

The study considered adoption of strategic planning for Nairobi City County is home to a 

number of manufacturing SMEs. Similar research should be conducted in other counties 

and the data evaluated for generalization reasons, according to the report. The current 

investigation depends on a single informant who was familiar with the businesses' 

operations and commitment levels. It is better to utilize many responders from each 

business because this will give more data. Future research should include numerous 

respondents from a variety of departments (such as marketing and finance) and 

management levels, allowing the analysis to be expanded to investigate how workers' 

reactions to the factors in this study change between departments and management levels. 
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APPENDICES 

APPENDIX I: LETTER OF FULL REGISTRATION 
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q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 
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q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 
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APPENDIX II: LETTER OF AUTHORIZATION TO COLLECT DATA 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n 

q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b q 

w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s d f g h j k l z x c v b n q 
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APPENDIX III: RESEARCH PERMIT FROM NACOSTI 

 q w e r t y u I o p a s d f g h j k l z x c v b n m q w e r t y u I o p a s  
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APPENDIX IV: LETTER OF INTRODUCTION TO RESPONDENT 
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APPENDIX V: QUESTIONNAIRE 

The purpose of this questionnaire is to gather information. For each statement provided, 

you are required to circle the response that best describes your feelings. The information 

and study findings you submit will only be utilized for academic reasons and will be kept 

strictly confidential. 

Your input is highly appreciated. 

SECTION A: ENTREPRENEUR AND ENTERPRISE PROFILE  

Entrepreneur profile 

1. What is your gender? 

 Female 

 Male 

 

2. Indicate your maritalistatus 

 Marriedi  

 iSinglei  

 Separated/divorcedi  

 Widowed 

3.iPleaseitickiyouriappropriateiageigroupi 

 18-24yrsi 

 25-34yrs 

 35-44yrs 

 45-54yrs 

 55iandiover 

4.iPleaseiindicateitheihighestileveliofieducationaliqualificationiyouiattainedi 

 KCPE 

 KCSE 

 Diploma 
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 Certificate 

 Universityidegree 

 Noiformalieducation 

6.iEnterpriseiprofile 

i. Pleaseiindicateitheihowimanyiyearsiyourienterpriseihasibeeniinioperationi 

 

 1-5 

 5-10 

 10-15 

 Overi15iyears 

 

ii. Legal status of the business 

 

 Sole proprietor 

 Partnership 

 Limited Liability Company 

 Others (specify) 

 

 

PART B: COMPETITIVE STRATEGY DRIVERS 

 

Please mark if you agree or disagree with the following assertions about your company's 

competitive strategy drivers. Wherei1i=istronglyidisagreei2i=idisagreei3i=ineither 

disagreeinoriagreei4i=iagreei5i=istronglyiagree. 

Items 1 2 3 4 5 

Environmental Based Drivers           

Weihaveitheiabilityitoideliverihighiqualityiproductsiandiservices           

Weihave effectiveisalesiandimarketingiteam           

Theimarketiunderstandsitheibenefitsiofferedibyitheidifferentiatediofferings           
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Productsiandiservicesidifferentifromiandimoreiattractiveithanithoseiofiourico

mpetitors 
          

Wei.havei.brandi.imagei.thati.ouri.customersi.value           

Weiconcentrateioniparticularinicheimarkets      

Weiunderstanditheidynamicsiofitheinicheimarketianditheiuniqueineedsioficus

tomersiwithiniit 
     

Weibuildistrongibrandiloyaltyiamongstiouricustomersithusimakingiouripartic

ularimarketisegmentilessiattractiveitoicompetitorsi 
     

Weiofferiuniqueifeaturesithatifulfillitheidemandsiofiainarrowimarket      

Theifirmiconcentrateioniaiparticularimarket      

Theifirmichargeilowipricesirelativeitoiotherifirmsithaticompeteiwithin 

theitargetimarket 
     

Theifirmipracticeitheilowesticostiofioperationiinitheiindustry      

Ouriproductioniprocessiisibackedibyiinnovation      

Theifirmiacquireiqualityirawimaterialsiatitheilowestiprice      

Theifirmiproducesihighlyistandardizediproductiusingiadvanceditechnology      

ResourceiBasediDrivers           

Ourifirmicanieasilyimobilizeiresourcesi      

Ourifirmihasiaistrongibusinessiplan      

Ourifirmihasiclearistrategyiandicompetitiveiedge      

Ourimanagementiteamiareicompetentiandivaluable      

Ouribusinessivaluationiandiscalabilityiareiinilineiwithiinvestorsineeds      

Ourifirmiembracesitheidevelopmentiofiindividualiandiinstitutionaliingenuity      

Digitizationiofiperformanceimanagementinotionlyiprovidesimoreipreciseidat

aibutialsoipositivelyiinfluencesimanagementiprocess 
     

Technologyifacilitateiaicultureioficontinuousifeedbackithusieveryoneiknowsi

whereitheyistandioniairegularibasis 
     

Technologyienablesicollectioniofimoreiobjectiveiperformanceidataioniaireali

timeibasis 
     

Ourifirmihasihighiskilledilabourisoiasitoiproduceieconomicivalue      

Humanicapitaliisitheimostiessentialicapitaliiniourifirm      

Theifirmivalueiknowledge,iexperience,iskill,iattitudes,iabilities,ibehaviouria

ndiobligationiofiemployees 
     

Theiabilityitoieffectivelyiacquire,icontroliandiutilizeiknowledgeiinieveryibus

inessiactivityiisitheidifferentiatoribetweeniourifirmiandicompetitors 
     

Aitooliofimanagingiincreasinglyicomplexiglobalivalueichaininetworks      

Theifirmifocusesionioptimizingivolumesiandivalueibasedionicrossifunctional

imanagement 
     

Theifirmiintegrateidecisionimakingithroughoutitheivalueichaini      

HybridiStrategyiDrivers i i i i i 
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Ourifirmiachieveibothihighiqualityiandiproductivityiatitheisameitime           

Ourifirmiembracesimassicustomizations           

Ourifirmimakesiconsistentilow-

costistrategicidecisionsionihowitoipursueicompetitiveiadvantagesiandialignir

esourcesiandicapabilitiesi 

          

Itiisiaiwayiofirespondingitoichangesiinitheicompetitiveienvironmentimoreifle

xiblyiandieffectivelyiandistayicompetitive  
          

Our firm offers quality products at a premium cost      

Our firm is known in the market due to the premium price as compared to 

its competitors 
     

Our firm is reputable for quality and technical capabilities of its 

products/services which comes with a cost 
     

Our prices are matched with value creation and value addition in the 

products 
     

 

SECTION C: MACRO ENVIRONMENT 

Macro environment is part of the wider environment where a firm operates and consists 

of factors beyond the organizational control. Onitheibasisiofitheiimplicationsiofithe macro 

environment toiyour organization, pleaseiansweritheiquestionsibelow.  

Toiwhatiextentihave the following aspects of the macro-environment impacted on the 

operations of youriorganization?iUseitheikeyibelowiandiTICKiasiappropriate. 

 

 

 

Key:i1-Notiatiall;i2-Lessiextent;i3-Moderateiextent;i4-Largeiextent;i5-

Veryilargeiextent. 

Statement 1 2 3 4 5 

Theipoliticalistabilityiofitheicountry      

Changeiofipoliticaliregimei      

Theicountry‟sioverallipoliticalistability      

Inflationaryitrendsiinitheicountry      

Leveliofitheicountry‟sioverallieconomicidevelopment      

Foreigniexchangeirates      

Interestirates      

Availabilityioficredit      

Changesiinitheitaxationiregime      
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AnnualiBudgetiallocationsitoitheiorganization      

Intermittentibudgetireviewsiandire-allocationsibyigovernment      

Societalinormsiandivalues      

Religioniofihosticommunities      

Demandsiofihosticommunities      

Culturalipracticesie.g.ilandidemarcation,ifarmingipractices,ipastoralism,ietc      

Populationigrowthirate      

Crimeiratesianditerrorism      

Tribaliinclinations      

Genderiissues      

DevelopmentsiiniInformationiCommunicationi&iTechnologyie.g.iinternet,i

digitizationiofiservicesietc 
     

Interestifromivariousistakeholders      

Governmentipronouncementsionichangesiinipolicyifromitimeitoitime      

Devolvedigovernmentistructure      

Occurrenceiinitheinaturalienvironmentie.g.ifloods,idroughtietc      

Civilisocietyiorganizationsiagitationiforirights      

Governmentifiscalipolicies      

Taxationipolicies      

ChangesiinitheiKenyaiConstitutioni2010iandisubsequentilegislation      

Theilegaliframeworkiprescribingitheimandateiofitheiorganization      

Legislativeiactivitiesitouchingionitheiorganization‟sibusiness      

Environmentalilegislationi      
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SECTION D: ENTREPRENEURIAL ORIENTATION  

Kindlyiindicateiyouriagreementioridisagreementiwithitheifollowingistatementsiconcerningi

entrepreneurialiorientationiiniyourifirmiwherei1=stronglyidisagreei2=idisagreei3=neitheridi

sagreeinoriagreei4=agreei5=stronglyiagree 

Innovativeness 1 2 3 4 5 

Employees are always coming up with new 

goods or methods to do things differently. 

     

The manager prefers to solve problems in his 

or her own unique way. 

     

In the previous five years, the company has 

launched new product or service lines. 

     

When it comes to launching new goods, 

employees have a strong inclination to follow 

the leader. 

     

Companies are frequently the first to market 

with innovative products and services. 

     

Risk Taking 1 2 3 4 5 

The management does have a strong 

predilection for initiatives with a high level of 

risk. 

     

When it comes to innovative products and 

services, companies are frequently first to 

market. 

     

When it comes to releasing new goods, the 

company has a great propensity to be ahead of 

the competition. 

     

The business takes steps, with which 

competition retaliate. 

     

Pro-Activeness 1 2 3 4 5 

When dealing with competition, the company 

is frequently the first to provide new goods and 

services. 

     

To avoid making costly judgments, the 

company takes a careful wait-and-see 

approach. 

     

Typically, the business takes the initiative and 

rivals retaliate. 

     

Competitive Aggressiveness      
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When it comes to competition, our company 

adopts a strong and aggressive strategy in 

general. 

     

Our company competes fiercely in the sector,     

We try to undo and outmaneuver the 

competition as much as possible. 

     

Our company is rarely first to initiate 

innovative products. 

     

The company makes no particular attempt to 

entice customers away from its rivals. 

     

When faced with a decision-making situation 

containing ambiguity, the company takes a 

careful wait-and-see approach to reduce the 

likelihood of ending up with costly judgments. 

     

 

SECTION E: FIRM PERFORMANCE  

Kindlyiindicateiyouriagreementioridisagreementiwithitheifollowingistatementsiconcerning 

entrepreneurial orientation iniyour firm 

wherei1=stronglyidisagreei2=idisagreei3=neitheridisagreeinoriagreei4=agreei5=stronglyiag

ree 

Entrepreneur Satisfaction 1 2 3 4 5 

You're happy with the way things are 

going in your present company. 

     

Your present company satisfies your 

requirements 

     

Your existing company is the most 

appropriate for you. 

     

Growth in Employment      

Our workforce has grown 

considerably in tandem with our 

company's growth. 

     

Employment growth is influenced by 

the local market. 

     

Every year, our company promotes 

and hires new personnel. 

     

Our company has a low staff 

turnover rate. 

     

Business Longevity       
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Our financial well-being has an 

impact on our lifespan. 

     

The longevity of a firm is determined 

by its customer focus 

     

Our internal skills have an impact on 

our lifespan. 

     

Our company's longevity is defined 

by our strategic vision 

     

Our company's lifespan is influenced 

by our ability to learn and develop 

     

 

 

Pleaseigiveitheipercentagei(%)ifigureirelatingitoitheiincreaseioridecreaseiinithe 

parametersiinitheitableibelowiforitheiperiodiofifiveiyears.iForiincreaseioridecreaseitheibench

markiisi100% from the previous year 

 

Constructs 

considered 

Annual growth or decline as a percentage (%)  Overall Average 

growth 

   

2013 2014 2015 2016 2017 

Net profit        

Total Investment       

Total Assets        

Shareholder Equity       

 

THANK YOU VERY MUCH FOR YOUR TIME. 

Our firm produces premium products for niche clientele      

There is high demand for our premium products       
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Table 0.1 

Constructs  Average growth or decline as a percentage 

2013 2014 2015 2016 2017 

Net income      

Total Investment      

Total Assets      

Shareholders 

Equity 
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APPENDIX VI: LIST OF MANUFACTURING SMEs IN NAIROBI COUNTY 

BUILDING, MINING AND CONSTRUCTION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

No.  Name of Company  

1 ARM Cement ltd  

2 Bamburi Special Products ltd  

3 Boyama Building Materials  

4 Central Glass Industries  

5 Flamingo Tiles (Kenya) Ltd  

6 International Energy Technik Ltd  

7 Kenbro Industries Ltd  

8 Kenya Builders & Concrete ltd  

9 VirjiVishram Patel & sons  

10 Vallem Construction ltd  
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CHEMICAL & ALLIED SECTOR 

No.  Name of Company  

1 Anffi Kenya ltd  

2 Blue Ring Products ltd  

3 Chemicals and Solvents (EA) ltd  

4 Chrysal Africa Ltd  

5 Crown Gases Ltd  

6 Darfords industries Ltd  

7 Deluxe Inks Ltd  

8 Doric Industries Ltd  

9 Eastern Chemicals Industries  

10 Elex Products ltd  

11 Grand Paints Ltd  

12 Hi- tech Inks and Coatings 

13 Johnson Diversity East Africa Ltd  

14 Kamili packers Ltd  

15 Ken Nat ink & Chemicals ltd  
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16 Kip Melamine Co. Ltd 

17 Kridha ltd 

18 Leatherlife (EPZ) Ltd 

19 Maroo Polymers Ltd 

18 Match masters Ltd 

19 MEA ltd 

20 Metoxide Africa ltd 

21 Murphy Chemicals Ltd 

22 Norbrook Kenya Ltd 

23 Odex chemicals Ltd 

24 Osho chemicals Industries ltd 

25 Polychem East Africa  

26 Revolution Stores Ltd 

27 Rok Industries Ltd 

28 Rumorth Group of Companies Ltd 

29 Rutuba Bio Agri & Organic Fertilizers Co. Ltd 

30 Sanergy 
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31 SC Johnson and Son Kenya (Formerly Sara lee) 

32 Seweco Paints Ltd 

33 SoilexProsolve Ltd 

34 Strategic Industries Ltd 

35 Superfoam Ltd 

50 Synresins Ltd 

51 Tri – Clover Industries (K) ltd 

52 Waridi Creations ltd  

53 Westminister Paints and Resins Ltd 

 

ENERGY, ELECTRICALS AND ELECTRONICS  

No.  Name of company  

1 Asano International Ltd 

2 Assa
1
 Abloy

1
 East

1
Africa  

3 Aucma
1
 Digital

1
 Technology

1
 Africa

1
Ltd 

4 Avery
1
 East

1
 Africa

1
Ltd 

5 Baumann
1
Engineering Ltd  

6 Centurion Systems ltd 
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7 Daima Energy Services ltd 

8 Digitech East Africa Ltd 

9 East Africa Cables Ltd 

10 Farm refrigerators & Electrical Systems Ltd 

11 Ibera Africa Power (EA) ltd 

12 International Energy Technik Ltd 

13 Ken west cables Ltd  

14 Manufacturers & Suppliers (K) ltd 

15 Marshalls Fowler (Engineers) Ltd  

16 Meltex International Ltd  

17 Mestec ltd 

18 Mustek East Africa Ltd 

19 Nation Wide Electrical Industries Ltd 

20 Oilzone (EA) ltd 

21 Optimum Lubricants ltd  

22 PCTL Automation Ltd 

23 Pentagon Agencies  
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24 Synergy Pro.  

25 Virtual city Ltd 

AGRICULTURE AND FRESH PRODUCE 

No.  Name of Company  

1 Aquila Development Co. Ltd  

2 Avoken Ltd  

3 From Eden  

4 Kankam Exporters ltd  

5 Mahee Flowers  

6 Kandia Fresh Produce Suppliers Ltd 

7 MbogaTuu Limited 

8 Evergreen Crops Limited 

 

FOOD AND BEVERAGES  

No.  Name of Company  

1 African Spirits ltd  

2 Agriner Agricultural Development  
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3 Al-Mahra Industries Ltd  

4 Alphine Cooler Ltd  

6 Bakers Corners Ltd  

7 Belfast Mulers Ltd  

8 Beverage Services (k) ltd 

9 Bounty ltd 

10 The Breakfast Cereal Company (k) ltd 

11 Candy Kenya ltd  

12 Chirag Kenya Ltd  

13  Danone Baby Nutrition Ltd Africa & Overseas 

14 Deepa Industries ltd 

15 DPL Festive Ltd 

16 East Africa Malt
1
 Ltd

1
 

17 East Africa Sea
1
 Food

1
 Ltd 

18 East Africa Seed
1
 co. Ltd

1
 

19 Edible
1
 Oil

1
 Products

1
 

20 Elekea
1
 Ltd

1
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21 Erdemann Co. (K) ltd  

22 Europack Industries Ltd  

23 Global Fresh ltd 

24 Green Forest Foods Ltd  

25 Highlands Canners ltd 

26 Kimili Packers Ltd  

27 Kenafric Bakery 

28 Kenya Sweats ltd 

29 Koba Waters Ltd  

30 Kwality Candies Sweets Ltd  

31 Melvin Marsh International  

32 Muritini Kenya Ltd  

33 Nairobi Flour Mills Ltd 

34 Norda Industries Ltd 

35 Palmhouse
1
 Diaries

1
Ltd 

36 Pernod
1
 Ricard Kenya

1
Ltd 

37 Pearl Industries Ltd 
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38 Premier Flour
1
 Mills

1
 Ltd

1
 

39 Premier
1
 Foods Industries ltd 

40 Pristine International ltd  

41 Promasidor Kenya Ltd 

42 Rafiki Millers Ltd 

43 Re- Suns Spices Ltd 

44 Salim Wazarani Kenya Com Ltd 

45 SBC
1
 Kenya

1
Ltd 

46 Sigma
1
 Supplies

1
Ltd 

47 Selecta
1
 Kenya

1
 Gmbh

1
 & Sons.

 1
KG 

48 Spice
1
 World

1
 Ltd

1
 

49 Trufoods
1
 Ltd

1
 

50 Trust Feeds Ltd 

51 United
1
 Distillers

1
 and

1
Vintners 

52 Usafi
1
 Services

1
 Ltd

1
 

53 Valuepak
1
 Foods

1
  

54 W.E Tilley (Muthaiga) Ltd   
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55 Wanji Food Industries Ltd  

56 Winnie‟s Pure Health   

 

LEATHER & FOOTWEAR 

No.  Name of Company  

1. Budget
1
 Shoes

1
 Ltd

1
  

2. C
1
 &

1
 P

1
 Shoe Industries

1
 Ltd

1
   

3. Sandstorm Africa Ltd  

4 Zingo Investments Ltd  

 

METAL & ALLIED SECTOR  

No.  Name of Company  

1 Agro- Irrigation & Pump 

2 Allied
1
 East

1
 Africa

1
Ltd 

3 Alloy
1
 Steel

1
 Casting

1
Ltd 

4  Apex
1
 Steel

1
 Ltd

1
 

5 ASL Ltd Steel
1
 Division

1
 



243 
 

6 ASP Company Ltd 

7 Athi River Steel Plant Ltd 

8 City Engineering Works (K) Ltd 

9 Crystal Industries Ltd  

10 East Africa Foundry Works (K) Ltd 

11 East Africa Glassware Mart Ltd 

12 Elite Tools Ltd 

13 Fine Engineering 

14 Farm Engineering Industries Ltd 

15 Friendship Container Manufacturers Ltd 

16 General  Aluminum Fabricators ltd  

17 Harveer Bas Body Builders Ltd 

18 Heavy Engineering  Ltd 

19 Insteel ltd 

20 Iron Art Ltd 

21 Kens Metal Industries  

22 Khetsi Dharamshi & Co. Ltd 
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23 Load Trailers 

24 Marvel Lifestyle Ltd  

25 Mecol Ltd  

26 Metal Crowns Ltd 

27 Modules Engineering Systems Ltd  

28 Nail & Steel Products Ltd 

29 Napro Industries Ltd  

30 Ngeru Holdings Ltd 

31 Northstar Packaging Ltd 

32 Richfield Engineering co ltd 

33 Rolmil Kenya Ltd 

34 SafalMitek Ltd 

35 Sheffield Steel Systems Ltd 

36 Siya Industries (K) Ltd 

37 Specialized Engineering G. (E.A) Ltd  

38 St. Theresa Industries 

39 Steel Structures ltd 
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40 Steelmakers Ltd 

41 Steel wool (Africa) ltd 

42 SuperfitSteelcon Ltd 

43 Technoconstruct Kenya Ltd 

44 Techno Steel Industries Ltd  

45 Towertech Africa Ltd 

46 Viking Industries Ltd  

47 Warren Enterprises ltd 

48 Welding Alloys Ltd  

49 Wire Products Ltd 

 

8. MOTOR VEHICLES AND ACCESSORIES  

No.  Name of Company  

1 Alandar Trading Company Ltd 

2 Auto Ancillaries Ltd  

3 Auto Springs Manufacturers Ltd  

4 Banbros Ltd  
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5 Bhachu Industries Ltd 

6 BMG Holdings Ltd 

7 Choda Fabricators Ltd 

8 Chui Auto Springs Industries Ltd 

9 Cica Motors 

10 Dodi Autotech (K) ltd 

11 Kenya Grange Vehicle Industries ltd 

12 King Bird (K) Ltd  

13 Mann Manufacture ring co ltd 

14 Master Fabricators Ltd 

15 Megh Cushions Industries Ltd 

16 Mutsimoto Company ltd 

17 Pipe Manufacturers  Ltd 

18 Sohansons Ltd  

19 Songyi, Motorcycles  International ltd  

20 Soroya Motors spares 

21 Theevan Enterprises Ltd 
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   9.  PAPER AND BOARD 

No.  Name of company  

1 Adpak International Ltd 

2 Associated Paper & Stationary Ltd  

3 Autolitho Ltd  

4 Bag and Envelope Converts  

5 Bags & Balers Manufacturers (K) Ltd 

6 Brand Printers Ltd  

7 Carton Manufacturers Ltd  

8 Cempack Solutions  

9 Chandaria Industries Ltd  

10 Colour Packaging Ltd  

11 Colourprint Ltd  

12 D.L Patel Press Kenya Ltd 

13 Dune Packaging Ltd 

14 Economic Industries Ltd 
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15 Elite Offset Ltd 

16 English Press Ltd 

17 Essential Manufacturing 

18 Euro Packaging Ltd 

19 Flora Printers Ltd 

20 Fortunes Printers & Stationers Ltd 

21 Franciscan Kolbe Press 

22 General Printers Ltd 

23 Graphics and Allied Ltd 

24 Guaca Stationers Ltd 

25 Icons Printers Ltd 

26 Interlabels Africa Ltd 

27 International Paper & Board Suppliers Ltd 

28 Kenya Stationers Ltd 

 

10.  PHARMACEUTICAL AND MEDICAL EQUIPMENT  

No.  Name of Company  
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1 Alpha Medical Manufacturers Ltd   

2 Autosterile (EA)  

3 Beta
1
 Healthcare

1
International 

4 Biodeal
1
 Laboratories

1
Ltd  

5 Biopharma
1
Ltd  

6 Cosmos
1
 Ltd 

7 Dawa
1
 Ltd 

8 Elys
1
 Chemical

1
 Industries

1
Ltd 

9 Gesto
1
 Pharmaceutical Ltd

1
  

10 Global merchants Ltd  

11 KAM
1
 Industries

1
 Ltd  

12 Manhar
1
 Brothers

1
 (K)Ltd

1
 

13 Medivet
1
 Products

1
 Ltd

1
 

14 Novelty
1
 Manufacturing

1
 Ltd

1
  

15 Osschemie (K) Ltd 

16 Pharm
1
 Access

1
 Africa

1
 Ltd

1
 

17 Pharmaceutical
1
 Manufacturing Co.

 1
  Ltd

1
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18 Questa Care Ltd 

19 Regal Pharmaceuticals Ltd 

20 Zain Pharmaceuticals  

 

11.  PLASTIC AND RUBBER  

No.  Name of Company  

1 ACME
1
 Containers

1
 Ltd

1
 

2 Afro
1
 Plastic (k) Ltd

1
   

3 Betatrad
1
 (k) Ltd

1
  

4 Brush Manufacturers Ltd 

5 Canaaneast Company Ltd 

6 Complast Industries Ltd 

7 Coninx Industries Ltd 

8 Dune packaging Ltd  

9 Dynaplas Ltd  

10 Elgitread (Kenya) Ltd 

11 Elgon
1
 Kenya

1
 Ltd

1
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12 Eslon
1
 Plastics

1
 of

1
 Kenya

1
 Ltd

1
 

13 Five
1
 star

1
 industries

1
 Ltd

1
  

14 Flair Kenya
1
 Ltd 

15 General
1
 Plastics

1
 Ltd 

16 Jamlam Industries Ltd  

17 Jumbo Chem  

18 Jumbo Quality Products 

19 Kamba Manufacturing (1986) Ltd  

20 Kenrub ltd 

21 Kinpash Enterprises Ltd 

22 L.G
1
 Harris

1
 & Co

1
 Ltd

1
 

23 Laneeb Plastics
1
 Industries

1
 Ltd

1
 

24 Malplast Industries
1
 Ltd

1
 

25 Metro
1
 Plastics

1
 Kenya

1
 Ltd

1
 

26 Nairobi
1
 Plastics

1
 Ltd

1
 

27 Ombi
1
 Rubber

1
 Rollers

1
 Ltd

1
  

28 Packaging
1
 Industries

1
 Ltd

1
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29 Packaging
1
 Masters

1
 Ltd

1
 

30 Plastic
1
 Electricons

1
 

31 Plastic & Rubber
1
 Industries

1
 Ltd

1
  

32 Polyblend Ltd  

33 Polyflex Industries Ltd 

34 Polythene industries ltd 

35 Premier industries ltd 

36 Princeware Africa (Kenya) Ltd 

37 Prosel Ltd  

38 Rubber Products Ltd  

39 Safepak Ltd 

40 Signode Packaging Systems Ltd  

41 Sign Retread Ltd  

42  Sprinbox Kenya Ltd  

43 Super Manufacturers Ltd  

44 Thermopak Ltd  
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12.  TEXTILE AND APPARELS  

No.  Name of Company  

1 Future (k) Ltd   

2 Kema (E.A) Ltd 

3 Le Stud Ltd  

4 Ngecha Industries Ltd  

5 Penny Galore Ltd  

6 Straighline Enterprise  

7 Wood tex Kenya Ltd  

 

13. TIMBER, WOOD AND FURNITURE  

No.  Name of Company  

1 Economic Housing Group Ltd 

2 Fine Wood Works Ltd  

3 Furniture International Ltd  

4 Kenya Wood Ltd  
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5 Neo Interior Decorators ltd  

6 Shah Timber Mart Ltd  

7 Shamco Industries Ltd  

8 Wood Makers (K) Ltd  

9 Woodtex Kenya Ltd 
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APPENDIX VII: FACTOR ANALYSIS 
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APPENDIX VIII: SIMILARITY INDEX/TURN IT IN REPORT 
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APPENDIX IX: MAP OF THE AREA OF RESEARCH 

 

 

 


