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Abstract

The study examined the effect of Entrepreneurial Orientation (EO) on the profitability of real
estate firms in the South West, Nigeria. This was with a view to determine the relationship that
exists between the EO- dimensions and the profitability of real estate firms. Data were collecting
through questionnaire administration and analysed using both descriptive and inferential
statistics. Finding of the study revealed that EO has a significant effect on profitability. The study
concluded that there is a positive relationship between the EO and the profitability of real estate
firms, and recommended that the utilisation of EO dimensions will lead to an improvement in
the profitability of the real estate firms.

Keywords: Entrepreneurial orientation, EO- dimensions, firms performance, profitability, real
estate firms

Introduction

In a competitive environment of today, the importance of Entrepreneurial Orientation (EO) on
the performance of any business cannot be over emphasised. This is manifest in the rapid
diffusion throughout the strategy literature (Carton, 2004). Wiklund and Shepherd (2005), Hakala
(2011), noted that different strategic orientation of business such as EO, Market Orientation (MO),
Customer Orientation (CO), Learning Orientation (LO) and Technology Orientation (TO) have
gained considerable attention from both practicing managers and management scholars in which
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EO is identified as a key predictor for organisational success as well as a factor that lead to higher
performances. It is further argued that firms that possess higher levels of EO will perform better
than those with the lower level of EO (Wiklund & Shepherd, 2005; Rhodes, Hung, Lok, Lien &
Wu, 2008; Rauch, Wiklund, Lumpkin, & Frese, 2009). Therefore, the investors need to be
entrepreneurial by incorporating EO into their practice, in order to survive and successfully
compete, especially within fast-changing industries (Carton, 2004).

EO is a construct that has received much scholarly attention within the field of entrepreneurial
literature and strategic management for the past two decades (Rauch et al., 2009; Miller, 2011).
Lumpkin and Dess, (2001) defined EO as the strategy-making process that provides organisation
with a basis for entrepreneurial decisions and actions. The entrepreneur is the decision-maker in
the business that seeks, for the opportunity and undertakes risk. It has also been defined in
different ways by scholars, but generally seeks to capture an organisational decision-making
proclivity to engage in new, innovative, and entrepreneurial activities (Covin & Wales, 2012).
Such a proclivity is often beneficial for organisations operating in capital-intensive businesses in
the for-profit arena such as real estate, where continual entrepreneurial principles are required to
achieve and sustain a competitive advantage. EO reflects the behaviour of entrepreneurs such as
innovativeness, pro-activeness, competitive aggressiveness, risk-taking, and autonomy (Rauch et
al., 2009). The entrepreneurs have to be innovative while involving innovation of products,
services, and process; need to be more proactive, be risk-oriented, competitive aggressive to
overcoming a threat in a competitive market place and bringing forth a business vision from
inception to completion.

Studies on EO have focused on other issues, for instance, Balan and Lindsay (2010) innovation
capability, entrepreneurial orientation and performance in hotels; Olaniran (2016) firms in the
Nigerian Stock Exchange; Ndungu (2014) information security and firms’ performance;
Olowofeso and Ale (2019) EO and performance of hospitality industry; Olubiyi, Egwakhe, Amos
and Ajayi (2019) firm profitability in Lagos, Nigeria. Unfortunately, the effect to extend this EO-
performance relation to the real estate business is still low. This study made great contributions
towards the understanding of EO and the multidimensional nature of the construct in other
sectors such as real estate. The study contributed to the research gap on EO by analysing the effect
of the EO dimension on the profitability of real estate firms in South West, Nigeria.

Literature Review
Entrepreneurial Orientation (EO)

Entrepreneurial orientation can be described as a process by which organisation adopt a new
method or opportunities and take responsibility to affect a change of the firms (Morris et al., 1996).
It can also be defined as a strategy adopted by the firm in other to gain a competitive advantage
over other firms (Rauch et al., 2009). EO of a firm is considered to be a good measure to explore
opportunities in the market (Zahra & Garvis, 2000). According to Rauch et al., (2009) a firm can
be referred to as an entrepreneurial firm when it offers products and services above average into
a new market. In the literature, EO of a firm consists of five dimensions; innovativeness, pro-
activeness, competitive aggressiveness, risk-taking, and autonomy (Lumping & Dess, 1996).
These five EO-dimensions were used in this study.

Innovativeness is referring to as the most important key component of entrepreneurship. It
reflects the willingness to support creativity in introducing new products/ services, and novelty
in developing a new product (Lumping & Dess, 1996). Pro-activeness is defined as a way of
anticipating future demand and opportunities in the market. Firms can be proactive by seeking
new opportunities and participating in emerging markets by introducing new products and
brands before their competitors (Venkatraman, 1989). Firms that respond to market changes
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instantly perform better than their rivals and they become leaders of the industry with
opportunities they find before their rivals (Hughes & Morgan, 2007). The propensity of a firm to
intensely change its competitors and achieve entry or improve position in the market place, that
is, to outperform industry rivals is known as competitive aggressive (Lumpkin & Dess 1996). The
reflection of activities of entrepreneurial firms such as incurring a heavy debt of making large
resources commitment, in the interest of obtaining high returns by seizing opportunities in the
marketplace is known as risk-taking propensity (Lumpkin & Dess, 1996). This is a crucial factor
that differentiates risk-taking from others because it can create losses and inconsistencies in the
performance (Morris & Kuratko, 2002). It is the behavioural dimension of an EO along which
opportunity is pursued (Lumpkin & Dess, 1996). Autonomy is an independent action by an
individual or a term focused on creating a business concept and carrying it through to
completion. According to Mintzberg and Waters (1985), entrepreneurs are strong leaders because
their decision-making processes require decisive and risky actions, so entrepreneur autonomy is
related to freedom of entrepreneurs, free actions, and independent decision making (Lumpkin &
Dess, 1996).

Profitability of the firm

Profitability is defined as the ratio of measure of the performance of the firm. This is the firm’s
ability to generate earnings for a certain period. According to Farah and Nina (2016), it helps the
managers to develop an effective profitability strategy for the firms. For any profit-oriented firm
to survive and maximizing its goal of business, there is need for effective profitability strategy
which is the key issue for business survival (Ambad & Wahab, 2013; Zur, 2013; Mule, Mukras &
Nzioka, 2015; Farah & Nina, 2016; Neneh, Van- zyl & Van- Noordwyk, 2016). Therefore, to
achieve higher profitability, the manager must put in place a strategy that will fit into today
rapidly changing business environment As mentioned above, in this study, the dependent
variable, real estate performance, as measured by performance indicators (profitability) using
subjective perceptions of the manager (Lopez- Gamero et al., 2009). This system was employed
in the study because all the managers of the firms investigated are private firms and their owners
are not obligated to give objective data of their firms to the research team. As a result, subjective
measures became an acceptable substitute.

Entrepreneurial orientation and profitability of the firms

EO a found to be closely associated with the profitability of any business and considered an
important component of successful organisaiton (Zahra & Garris, 2000; Autonic & Hisrich, 2001;
Wiklund & Shephered, 2005). Wales, Gupta, and Mousa (2011) argued that EOs effect on firm
performance in terms of growth and profitability, especially in the hostile environmental
conditions. EO was considered an important strategy in the process of improving the
performance of the firms and a catalyst for the manager to act entrepreneurially (Okangi, 2019).
Okangi (2019) argued that EO- dimension innovativeness and risk-taking have both significant
and positive effect on the profitability of the firms while proactiveness has a negative and
significant effect on the profitability of the firms. According to disruptive innovation theory, a
new market and value proposition is as a result of the innovativeness of the firm. Deploying a
destructive product innovation will lead to an improvement in the profitability of the firm
(Dwyer & Ofori, 2010; Slaughter. 2010; Wang & Altinary, 2012).

A firm needs to be innovative in order to improve the quality of its products, services, and
position in the market (Lim et al., Setiawan, Erdogan & Ogunlana, 2012). Firms that put more
effort into innovation will perform better than those that did not put more effort into innovation
in terms of cost efficiency and increase productivity. (Lim et al., 2010; Ketchen & Short, 2012).
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Proactiveness will enable the firm to pursue opportunities and achieve more profit than those
that are not proactive in the market (Lumpkin & Dess, 1996). This is because ‘the higher the level
of proactive in the business the higher the level of profit realised in such a business’ (Casillas &
Moreno, 2010). The firm’s ability in forecasting future market needs, provides that firm with an
avenue of undergoing required changes that can help it in taking advantage of rivals in the
market (Morgan & Strong, 2003). Pro-activeness “equips firms with the ability to respond
positively to market opportunities” (Kreiser et al., 2002). The positive effects of pro-activeness on
the profitability of firms were also exhibited by Fairoz et al., (2919), when they measure the link
that exists between the dimensions of EO and firm performance. Likewise, Kasumawardhani,
McCarthy and Perera (2009), also found a positive and significant impact of pro-activeness on the
profitability of the firms. Another study by Farja, Gimmon and Greenberg (2016) indicated that
the higher the level of pro-activeness in a company, the higher the level of growth and profit
realized in such companies.

Empirical findings show a positive and significant relationship between the risk-taking and
profitability of the firms (Wiklund & Shepherd, 2005; Kasumawardhani et al., 2009; Casillas &
Moreno, 2010; Wang & Yen, 2012; Peng, 2015; Gibb & Haar, 2019). Firms with higher risk profile
experience, higher financial rewards (Gibb & Harr, 2010). Firms that are able to commit
significant resources to projects with high risks has the advantage of realizing higher outputs in
terms of incomes generated (Ambad & Wahab, 2013). However, some findings were unable to
find a significant positive association between EO and profitability of the firm (George et al., 2001;
Tang & Koveos, 2004; Zainol & Daud, 2011; Olowofeso, 2020). Interestingly, some contradicting
results have been obtained in studies performed by Soininen (2012), in which they found EO as
an individual construct did not positively relate to profitability. Dyzomonda and Masocha (2018)
also show that profitability growth was not found to be significantly and positively related to EO.
Due to the inconsistency in the literature on the effect of EO on the profitability of firms, the study
hypothesis as follows:

Ho There is no significant effect of EO on the profitability of real estate firms in South West,
Nigeria.

Methodology

The method employed in the study was a survey design and the population comprised of 967
registered Real Estate Development Companies (REDC) and 464 registered and Practicing Estate
Surveyors and Valuers (PESV) in the South West, Nigeria, making a total of 1431 respondents. A
sample size of 501 was determined using census approach for the firms in Ogun, Ondo, Ekiti,
Oyo and Osun States. This was because the sample population of these states were within a
manageable size and could easily be reached. They were all taken as part of the sample for the
study, because of the large number of population of REDC and PESV in Lagos State, the study
adopted Kothari (2004) formula to determine the sample size of the respondents in Lagos State.
A structured questionnaire designed in the Likert scale method was adapted, validated and used
to collect data for the study. Out of 501 copies of the questionnaire distributed 392 copies were
returned for the analysis. The reliability test of the variables was determined using Cronbach’s
alpha and all the variables yielded above 0.7. Data were analyzed using both descriptive and
inferential statistics.
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Table 1: Questionnaires Distributed and Returned

State Distributed Returned Distributed  Returned Total Total (%)
Questionnair Questionnair Questionnair Questionnair Distributed Returned
es for REDC es for REDC es for PESV  esfor PESV  Questionnair questionnair

es es
Lagos 264 221 106 83 370 304 82
Ogun 5 4 12 10 17 14 83
Ondo 6 3 29 22 35 25 71
Ekiti 5 2 6 4 11 6 55
Oyo 18 10 29 19 47 29 62
Osun 6 3 15 11 21 14 67
Total 304 243 197 149 501 392 78

Source: Field Survey, 2020
Reliability of the Research Instrument

Reliability refers to the consistency of scores that the same person would obtain if they were to
take the test at the other times or under different conditions (Kothari, 2004). In other to ensure the
internal consistency of the instrument and extent to which the measurement is free from viable
errors, a reliability test was conducted on the instruments using Cronbach’s alpha. When the
variables were examined, the overall result of analysis indicated that the Cronbach’s alpha of the
construct ranges from 0.722 to 0.899. Therefore, none of the items/variables were dropped from
the study. Pallant (2011), and Hair, Hult, Ringle and Sarstedt (2010), asserted that Cronbach’s
Alpha greater than 0.7 can be accepted for analysis. The reliability result of this study has revealed
that the variables of this research as listed in Table 2 are appropriate and used in this study.

Table 2: Reliability Test

Construct Overall Cronbach’s alpha
Innovativeness 0.869
Pro-activeness 0.847
Competitive aggressiveness 0.722
Risk taking 0.838
Autonomy 0.818
Performance 0.890

Source: Field Survey, 2020
Model Specification

In this study, real estate firms' performance was measured with profitability using the constructs
in the independent variables. Innovativeness was measured using nine constructs, pro-activeness
was measured using four constructs, competitive aggressiveness was measured using four
constructs, while risk-taking was measured using five constructs and autonomy was measured
using five constructs. The details of the variables used in the model were shown in the model
specification below. The effects of EO on performance were examined on the basis of the
following linear model.

Y = a +31INOV+B2PROV +3sCOMA +3:sRISK+EsAUTO + £i (1)
Where a = constant,
Y is the performance of real estate firms (Profitability) and

INOV = Innovativeness, PROV = Pro-activeness, COMA = Competitive aggressiveness, RISK =
Risk-taking, AUTO= Autonomy, {i = is the error term.
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Result and Discussion of the Findings

To determine the effective profitability of the firms, a multiple regression model for the
independent and dependent variables was developed. The independent variables are the five EO-
dimensions of innovativeness, pro-activeness, competitive aggressiveness, risk-taking, and
autonomy while the dependent variable was the profitability of the real estate firms. The
correlation (R) value of the entire EO (all the five independent variables) and profitability was
0.794. This indicates a positive relationship between the variables. This implies that when the EO
variables increase, the profitability of the firms will also increase, and vice versa. The R-square
(which indicates the extent to which profitability was explained by the EO) was 0.630. This shows
that 63% of the profitability was explained by the EO variables: The analysis of the variance
indicates that the overall model was statistically significant P< 0.05. Hence Hou which says; there
is no significant effects of EO on the profitability of real estate firms in South West, Nigeria is
rejected. This implies that the adoption of EO — dimensions by the real estate firms will lead to an
increase in the profitability of the firms. The study is in line with the study of Zur (2013), and
Neneh et al., (2016), that there is a relationship between the EO and the profitability of the business
but disagree with the finding of Dzomonda and Masocha (2018), who find that there is no
significant relationship between EO and profitability. Table 3, shows the coefficient value for all
the independent variables, the results revealed that innovativeness has a positive beta coefficient
of 0.731. Indicates that holding all other things constant (ceteris paramus), profitability would
increase by 73.1% when there is an increase in the innovativeness by 100% this was statistically
significant at P< 0.05. Innovativeness can help firms to pursue “new opportunities” (Wang &
Altinay, 2012; Wiklund & Shepherd, 2005) and contributes significantly to the success of the firms
(Gambatese & Hallowell, 2010, Lim et al., 2010; Slaughter, 2010). The coefficient value for pro-
activeness was 0.203, indicating that 20.3% increase in profitability will also lead to an increase in
the pro-activeness by 100%. This was also statistically significant at P = 0.004. Competitive
aggressiveness has a negative coefficient value of -0.331 and significant at a value of P = 0.000.
Indicating that 0.331 increases in the independent variables will lead to decreases in profitability.
The result of risk-taking also has a coefficient value of 0.026 and a significant value of P = 0.722,
indicating that 2.6% increase in profitability will also lead to an increase in risk-taking by 100.
Autonomy has a coefficient value of -0.098 and a significant value of P = 0.126 and an indication
that the profitability of the firm would increase by 2.6% when the risk-taking was increased by
100.

Table 3: Results of Regression Analysis: Effect of EO on Profitability

Unstandardized Coefficients

Model B Std. Error T Sig.

(Constant) 1.910 0.260 7.340 0.000
INOV 0.731*** 0.096 7.645 0.000
PROV 0.203*** 0.069 2.935 0.004
COMA -0.331%** 0.070 -4.704 0.000
RISK 0.026 0.073 0.356 0.722
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AUTO -0.098 0.064 -1.534 0.126
Model indices

R 0.794

R2 0.630

Adjusted R? 0.624

F-Statistic 39.206

P- value 0.000

*** significant at 1% level
Source: Field Survey, 2020

The output in the regression in Table 3 represents the linear regression to establish the impact of
EO on real estate firms in the study areas. The regression equation was therefore

Y = a +31 X1 +B2X2+B3 X3 +34Xa +B35X5 + Li 2
when the values from the regression Table 3 are computed, the model can be written as;
Y = a +B1INOV+B2PROV +3sCOMM +p4RISK +BsAUTO.

Profitability = 1.910 + 0.731(INOV) + 0.203(PROV) — 0.331(COMP) + 0.026(RISK) -0.098(AUTO).
©)

Discussion

The position of the market and quality of its products and services, cost efficiency and
productivity in the firms can be improved with the adoption of innovativeness (Lim et al., 2010;
Ketchen & Short, 2012; Setiawan et al., 2012). In general, innovativeness influences the
performance of the firms (Gambatese & Hallowell, 2010; Lim et al., 2010; Slaughter, 2010; Ketchen
& Short, 2012; Setiawan et al, 2012). The significant and positive relationship between
innovativeness and firms performance was also indicated in several studies such as Lee and Lim
(2009), Sasillas and Moreno (2010), Wang, Ahmad and Subari (2010), Kraus et al., (2012), Wang
and Yen (2012), and Kraus (2013). A firm that adopts innovativeness was found to perform better
than those that did not adopt innovativeness (Wiklund & Shepherd, 2005; Rauch et al., 2009; Kraus
et al., 2012). Firms also need to be proactive in pursuing opportunities in the market. The more
proactive the firm is in capturing new business opportunities, the greater the profitability rates
of the firm (Lumpkin & Dess, 1996; Casillas & Moreno, 2010). Firms need to be proactive to
undergo changes that can help to take advantage over his competitors in the market (Morgan &
Strong, 2003). Pro-activeness “equips firms with the ability to respond positively to market
opportunities” (Lumpkin & Dess, 1996; Kreiser et al., 2002). Consequently, pro-activeness can
improve the growth of a firm developing a new business model (Zahra & Garvis, 2000). Fairoz et
al., (2010) exhibited a positive effect of proactiveness on the profitability of firms. Likewise,
Kasumawardhani et al., (2009) and Olubiyi et al., (2019) also found a significant and positive
impact of proactiveness on the profitability of the firms. Another study Farja et al.,, (2016),
indicated that the higher the level of pro-activeness in business, the higher the level of profit was
realized in such a business. The result of the study also concurs to that of Arsed (2013), who
discovered that innovativeness, pro-activeness and competitive aggressive has significant with
the profitability of the business. Arshed observed that these variables are good predictors that
affect the performance of the firms. The finding of the result shows that risk-taking did not
significant with the profitability of the firms. This is in agreement with the study of Casillas and
Moreno (2010), and Olowofeso (2020), who did not confirm that risk-taking positively influences
the profitability of the business. But the finding disagrees with other studies such as Casillas and
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Moreno (2010), Gibb and Haar (2010), Wang and Yen (2012), Jalali et al., (2014), Peng (2015), and
Olubiyi et al., (2019) who found a significant and positive relation between risk-taking and
profitability. Based on the principle of risk-high return, firms that have a high appetite for high
risk-high return projects are likely to be profitable by tapping into markets that are less congested
by competitors.

Findings from the previous studies show that the intensity of risk taken by firms is associated
with outcomes. For instance, Wiklund and Shepherd (2005), Kasumawardhani et al., (2009),
Casillas and Moreno (2010), Wang and Yen (2012), Peng (2015), Gibb and Haar (2019) justify a
positive and significant relationship between the effect of risk-taking and profitability of the firms
that can commit significant resources to projects with high risks has advantage of realizing higher
outputs in terms of incomes generated (Ambad & Wahab, 2013). The finding of the result shows
that autonomy did not significant with the profitability of the firms. This is in agreement with the
study of Olubiyi et al., (2019) who found no significant relationship between the autonomy and
profitability of SME.

The results revealed that innovativeness, pro-activeness and competitive aggressiveness have a
significant relationship with the profitability of the firms. Innovativeness and pro-activeness have
a significant and positive relationship with the profitability of real estate firms. This implies that
both the creative ideas and market innovation supported and embraced by real estate firms in
South West Nigeria were yielding the desired result in terms of profitability. Considering pro-
activeness, awareness of market signals and imitation and exploitation of new opportunities
among real estate firms in the study area has a significant effect on the profitability of the firms.
Competitive aggressiveness has a negative and significant relationship with the profitability of
the business. However, risk-taking and autonomy have no significant relation to the profitability
of the business. This suggests that there was no improvement in the profitability of the firms
when these variables were applied. Risk-taking propensity exhibited by the firm in South West
Nigeria shows no influence on the success of the firms. Similarly, despite the freedom to work for
employees to act alone in the best interest of the firms, there was no improvement in profitability.

Conclusion and Recommendations

A positive relationship between the EO dimensions and profitability of the real estate firms was
revealed in the study area with R = 0.794 and R? of 0.630. The overall model was statistically
significant at P <0.05, three of the independent variables (innovativeness, pro-activeness and risk-
taking) have a positive effect on the dependent variable while competitive aggressiveness and
autonomy have a negative effect on the dependent variable. Based on the findings the study
recommends that the utilization of EO dimensions will lead to improved performance of the real
estate firms. Therefore, it is important for the government and the real estate investor to develop
internal strategic measures that will promote the EO dimension in the management practices. The
government and policymakers need to come up with a programme that could be tailored to
helping the real estate firm and integrate EO strategic behaviour in their management practices.
Future research of this nature should employ longitudinal research design which will allow more
periods and opportunities to cover more geo-political zone in Nigeria, thereby achieving more
robust data and findings for the study.

Limitation of the Study

The study has led to key findings on the influence of EO on the profitability of real estate firms
in the study area; however, the study is without some limitations that need to be addressed in the
future. The study is survey research, not longitudinal research; it only covered one geopolitical
zone in the country (Nigeria).
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