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ABSTRACT

Purpose: Several nations of the world have been able to create wealth through
internationalization, but Nigeria’s indigenous firms are far behind in international
expansion of their business activities. Having observed that much has not been done by
prior literature to examine the extent to which this could be a result of entrepreneurial
orientation and dynamic capability of Nigeria’s indigenous firms, this study is conducted.

Methodology: The study used a cross-sectional survey design and a snowball sampling
method and obtained 384 responses from respondents that have fulfilled the condition for.
Data were analyzed using variance accounted for (VAF) method for the mediating effect
and the hypotheses were tested using partial least square structural equation modeling
(PLS-SEM).

Results: The findings revealed that entrepreneurial orientation has a statistically
significant influence on internationalization and dynamic capability. Also, dynamic
capability partially mediates between entrepreneurial orientation and.

Practical Implication: Indigenous firms in Nigeria should intensify efforts to identify
potential market opportunities and be more proactive in order to take advantage of such
opportunities so as to extend their business operations beyond their national border.

Originality: The study draws on dynamic capabilities theory to further establish that
entrepreneurial orientation of indigenous firms influences their internationalization. It
shows that dynamic capability mediates between entrepreneurial orientation and
internationalization of indigenous firms in Nigeria thereby enhancing the
internationalization of indigenous firms.
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1. Introduction

Internationalization can be traced to the first Industrial Revolution of the 18™ century in
Great Britain which offered an opportunity for mechanization of production processes
and through which mass production of merchandise items became possible. This
eventually gave rise to companies moving outside their home countries in order to sell
their products abroad so as to generate wealth for the organization in particular and for
the country in general (Olukoju et al., 2003). In the 19" century, this same process of
wealth generation was applied in the United States of America, Germany, Japan, Italy and
Korea, and it yielded the same result. The Nigeria indigenous firms cannot afford to
overlook this process of wealth generation. As of 1978, Nigeria was economically better
than China due to the oil boom period while China was one of the poorest nations of the
world, but today Chinese economy is one of the largest all over the world. According to
Maddison (2007), China has been ranked as number one in terms of purchasing power
parity (PPP), foreign exchange reserve capacity, merchandise trade and manufacturing
value-added. One among major factors that contributed to China’s rapid and high-flying
economic growth is their business strategy that allows them to internationalize. Chinese
products are selling in almost all nations of the world either by producing locally and
exporting to different parts of the world or by siting their production factory in their

countries of interest.

In their conceptualization of internationalization, Johanson and Wiedersheim-Paul (1975)
opined that firms that are internationally oriented have the attitude to commence
international ventures after a sequence of incremental decisions through which increased
need to control sales enhances internationalization as they continually learn about foreign
operations and markets. Madsen and Servais (1997) show that internationalization can
occur by establishing a network business relationship in an entirely new country,
developing a relationship in a network well-known to the organization or by using the
organization’s existing relationship in a particular network as a connection to other
networks in several countries. International expansion requires small firms with
inadequate resources to first commercialize their business in the lead markets that are
crucial to wide and fast market access, pursue business partners in the foreign market
through an expert network in order to complement their capabilities while leading their
marketing and sales activities. This could be maintained with the point that

internationalized firms engage more in innovative activities. Innovation is the major force
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that drives internationalization. It, therefore, requires that firms that are entrepreneurially

oriented get fully involved in innovative activities to drive internationalization.

Entrepreneurial orientation, according to Miller (1983), is simply about the strategic
posture of a firm, i.e. the innovative, proactive, and risk-taking behavior and management
philosophies of a firm. The nature of market system that has been created recently is that
has brought about integration of national economies through international market (Irungu
& Marwa, 2015). According to Fernandez-Mesa and Alegre (2015), entrepreneurial
orientation on its own may not be enough to drive satisfactory level of
internationalization; there is need for mediation of some other concepts that are well
connected with entrepreneurial orientation and internationalization. Other than being
entrepreneurially oriented, internationalization requires firms to commit their resources,
leverage on their capabilities and operate within the laws that govern the rules of

engagement.

One major factor that greatly influences the internationalization strategy of several
organizations, especially the new ones, is organizational dynamic capability. That is,
organizational capacity to achieve a desired result by deploying organizational resources
in consonance with organizational processes (Kariuki & Kilika, 2017). Configuration and
deployment of organizational capabilities are the means by which organizations across
the market achieve distinctiveness which eventually results in differentiations and
becomes a real source of heterogeneity (Penrose & Penrose, 1995) which are essential
characteristics of an entrepreneurially oriented organization. Organizational capabilities
needs to be dynamic and allow for renewal of competencies in order to give room for
consistencies between the international environment where the business operates and the

organizational strategy employed in a resourceful market.

In today’s business world, entrepreneurially oriented nations have found the need to move
their entrepreneurially innovative activities and products to other nations and continents
either through exportation, foreign direct investment, outsourcing, franchising or
establishment of subsidiaries so as to break limits, reduce the impact of competition in
their home countries and generate more wealth for the organization in particular and the
country being represented in general (Meyer & Peng, 2016). Therefore, having observed
that many indigenous companies in Nigeria have not been able to internationalize, the
extent to which this is as a result of entrepreneurial orientation and dynamic capabilities

is unknown. Also, having considered the importance of internationalization of Nigerian

21



European Journal of Applied Business Management, 11(2), 2025, pp. 19-42 ISSN 2183-5594

indigenous firms, much has not been done by prior literature to examine the mediating
effect of dynamic capabilities in achieving international expansion of indigenous firms
(Abdelkareem et al., 2022; Breuillot et al., 2022; Sanyal et al., 2020). Additionally,
studies on international expansion of entrepreneurially oriented indigenous firms are very
scanty in the literature. Therefore, this study is considered important as it aims to examine
the influence of organizational dynamic capabilities on the internationalization of

entrepreneurially oriented Nigeria indigenous firms.

With the aim of contributing to the development of Nigerian entrepreneurial activities by
thinking international expansion while at the same time contributing to the field of
international business, this study draws from the dynamic capability’s theory. Teece and
Pisano (1994) argued that firms in the global marketplace need to deploy management
capability for effective coordination and redeployment of both internal and external
competences. Through these, they are able to respond rapidly and timely to market
changes with flexible products/services innovation as required strategy to significantly
win competitive advantage. This is embarked upon in order to better understand how
dynamic capability mediates between entrepreneurial orientation and internationalization
of indigenous firms in Nigeria. The findings of this study provide empirical evidence on
international expansion of indigenous firms in Nigeria and at the same time serve as an
insight to policymakers, government and academic researchers on the need to encourage

international expansion among indigenous firms in Nigeria.

In the subsequent part of this study, the researchers conducted a review of literature
comprising the theoretical review and the conceptual review. This is followed by the
methodology used while carrying out this study; hypotheses testing, analyses and results;

discussion and conclusion.

2. Literature Review and Hypotheses

2.1. The dynamic capabilities theory

The dynamic capabilities theory, introduced by Teece and Pisano (1994), argues that
firms in the global marketplace need to deploy management capability for effective
coordination and redeployment of both internal and external competences. Through these,
they are able to respond rapidly and timely to market changes with flexible

products/services innovation as required strategy to significantly win competitive
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advantage rather than mere accumulation of rare, valuable, inimitable and non-
substitutable resources as the strategy for sustaining competitive advantage construed by

Barney (1986).

The researchers see dynamic as the manner in which environmental characters change
thereby necessitating certain strategic responses when timing and time-to-market
becomes critical; while capabilities refer to the key strategic management role that is
essential to suitably adapt, reconfigure and integrate both internal and external
organizational resources, skills and functional competences towards unpredictable global
business environment. It, therefore, follows that dynamic capability is the firm’s ability
to gain sustainable competitive advantage through the integration, building and
reconfiguration of both internal and external competences in an unstable business

environment where changes become a regular occurrence.

According to Gnizy et al. (2014), firms that lack dynamic capability will find it difficult
to maintain competitive advantage in an environment where changes occur regularly.
Market changes occur where the market evolves, splits, a new market emerges or the
market dies (Samsudin & Ismail, 2019). The dynamic capabilities approach holds the
view that resources that are static cannot remain valuable in an unstable business
environment (Pervan et al., 2018). It is, therefore, pertinent that dynamic capability will
be required to rejuvenate such resources (Ambrosini & Bowman, 2009). The goal of
dynamic capability theory is improvement in firm performance because dynamic
capability aims to change the ordinary capability of an organization in order to cause an
improvement in organizational performance (Laaksonen & Peltoniemi, 2018). Dynamic
capability can be considered as important for entrepreneurially oriented firms that are
considering international expansion of their business operations since one of the reasons

why any business will aim at improving its performance is to have business expansion.

2.2.  Entrepreneurial orientation and internationalization of indigenous

firms

The dynamic capabilities theory was employed to explain the relationship between
entrepreneurial orientation and internationalization. One major reason for employing this
theory is its ability to explain how effective coordination of entrepreneurial competencies
can boost organizational performance in a global market. Entrepreneurial orientation, for

instance, has been viewed as a main component of entrepreneurship strategy and research
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(Kearney & Meynhardt, 2016), and is a firm-level disposition, a set of distinct but related
behaviors characterized by innovativeness, pro-activeness, risk-taking, competitive
aggressiveness and autonomy of an entrepreneur (NuelOkoli et al., 2021; Pearce et al.,
2010; Voss et al., 2005). Entrepreneurially oriented firms make active participation in
problem-solving activities through which they are able to heighten strategic competences,
turn out products and services that meet target market demand, follow the waves in the
external environment and boost competitiveness in order to take advantage of

opportunities for internationalization (Lan & Wu, 2010).

Internationalization is driven by the ability of entrepreneurially oriented organizations to
commit resources and deploy capabilities towards international expansion in the face of
competition as businesses strive to identify new and potential market in order to increase
sales, profitability and sustainable competitive advantage (Osei-Bonsu, 2020). According
to Welch and Luostarinen (1988), internationalization is the ability of a firm to conduct
any operation of its value chain in foreign countries. Wach, Glodowska & Maciejewski
(2018) found that entrepreneurial, market and network knowledge have positive
association with firms’ international expansion. Especially, foreign expansion of smaller
firms with limited resources has become a lot easier as a result of internet-of-things and
communication technologies, that have made the required information about foreign
markets easily accessible (Cavusgil & Knight, 2015). However, indigenous firms in
Nigeria seem to be far behind in internationalization but there is need to ascertain the
extent to which this is as a result of their innovativeness, pro-activeness, risk-taking

attitude, competitive aggressiveness and autonomy. Hence, we hypothesis that:

Hol: Entrepreneurial  orientation does not  significantly influence

internationalisation of indigenous firms in Lagos State, Nigeria.

2.3. Linking entrepreneurial orientation and dynamic capability of

indigenous firms

Entrepreneurial orientation is anchored on five distinctive perspectives which are
innovativeness, pro-activeness, risk-taking attitude, competitive aggressiveness and
autonomy. The commitment of an organisation in introducing a new product to the market
is viewed as innovativeness (Zahra, 1993). Innovativeness connotes firm’s creative ability

to overcome challenges, proffer new solutions, master new techniques and develop new
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products or services in order to gain competitive advantage in the industry (Lan & Wu,
2010). Pro-activeness is about organisation’s strategic move to seek new market
opportunities ahead of competitors (Lan & Wu, 2010; Lumpkin & Dess, 1996). Firms
that are proactive in nature constantly envisage changes in the market and make moves
ahead of their competitors in order to take advantage of whatever new opportunities
available (Lan & Wu, 2010). Pro-activeness is essential for entrepreneurially oriented
organisations in their decision to expedite action on anticipated changes in customers’
taste or future market demand. The organisation’s willingness, in the midst of uncertainty
and a reasonable probability of failure, to commit large resources in a business is being

viewed as risk-taking (Lumpkin & Dess, 1996).

High level of competition and risks involved in setting up international operations is
worrisome among small-scale entrepreneurs. However, given the fact that economic
globalisation brings about different opportunities for firms through which growth can be
achieved, it is believed that such risks will ultimately pay-off (Lan & Wu, 2010).
Similarly, competitive aggressiveness refers to the rigorous manner in which firms
challenge their competitors in order to outperform them. When a organisation is strong in
entrepreneurial orientation, it moves into a new market aggressively and takes greater
risks to cope with rapid changing and more complex environment. Gnizy et al. (2014)
opined that competitive aggressiveness is an important approach through which intense
rivalry among competing firms can be brought under control. According to Lumpkin and
Dess (2015), autonomy is seen as the independent action of entrepreneurially oriented
organisational leaders aiming at establishing new ventures and bringing it to realization.

Autonomy aims at giving members of the organisation freedom to innovate and take risks.

On the other hand, dynamic capabilities, according to Helfat et al. (2007, p.12), are “the
capacity of an organization to purposefully create, extend and modify its resource base.”
Dynamic capability is characterized by different kinds of talents with which managers
ability to innovate and improve organizational performance can be evaluated, and as such
emphasizes the proving abilities of managers to successfully read, exploit, sense, evaluate
and respond promptly to market changes in order to compete successfully in the
international environment (Al-Nimer et al., 2022). In order to engage in sequential
exploration and exploitation of effective internationalization strategy, emerging market
multinationals use dynamic capabilities as their major driving powers (Deng et al., 2018).

This is because dynamic capability represents organizational distinctive capacity with
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which organizational resources can be transformed from a fixed source of competitive
advantage to a vital component of evolving and sustainable advantage in the foreign

market (Kamoche & Harvey, 2006).

As proposed by Deng et al., (2018), dynamic capabilities have a direct impact on the
internationalization strategy formulation of emerging market multinationals and can be
used as moderating effects of their strategic choice for international expansion. Further,
dynamic capabilities provide organizations with opportunities to continuously
reconfigure or adapt their resource-base to address the fast-changing international
business environment. The researchers further introduced four aspects of dynamic
capabilities that are relevant to the foreign strategic choice of emerging market

multinationals which are capabilities to recognize, leverage, learn and re-align.

Capability to recognize has to do with resource recognition which gives an
entrepreneurially oriented organization the privilege to understand the starting point from
which decisions can be made on the strategy for international expansion that can be
pursued (Robb et al., 2020). In order to employ dynamic capability for rapid international
expansion, firms need to carry out an honest assessment of their resource-base. Capability
to leverage entails the organizational ability to timely exploit its current resources by
adjusting to changes in the market and institutional environment. Capability to learn
entails obtaining knowledge from outside the organization which is then combined with
internal knowledge-base to be absorbed for a new application. Capability for re-alignment
is concerned with the firm’s ability to reconfigure both its internal and external
competencies with the local and foreign product market and to effectively link its current
business in the home country with the business opportunities in the foreign market.
Additionally, Monteiro et al. (2019) found that firms’ access to intangible resources have
a direct relationship with their ability to perform well in their exportation activities.
Albasri (2020) also found that a relationship exist between entrepreneurial orientation and
dynamic capability by which changes are orchestrated and through which organisations
take advantage of market opportunities. Based on the foregoing, the attributes and
dimensions of entrepreneurial orientation are expected to influence the dynamic
capability of entrepreneurially oriented firms but the extent of this influence in unknown.

Hence, we hypothesized that:

Ho2: Entrepreneurial orientation does not significantly influence dynamic

capabilities of indigenous firms in Lagos State, Nigeria.
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2.4. Role of dynamic capability in internationalization of entrepreneurially

oriented indigenous firms

Teece (2014) argued that by combining dynamic capability with organizational core
strategies, values can be created over time in order to retain competitive advantage. The
extent to which SMEs achieve international expansion are determined by certain factors,
such as advancement in information, communication and transportation technology,
liberalization of international markets, attraction and partner’s resources, existing buyers
and suppliers. These factors in turn determine the required dynamic capabilities for
international expansion and may pose a threat to entrepreneurs operating in developing
countries since they may need to rely on individual experience about international market
in order to reduce the risk involved (Etemed, 2004; Hennart, 2012). As construed by
Mudalige et al. (2018), firms operating in developing countries will need a high level of
dynamic capability to be able to allocate resources towards international activity. In their
opinion, Swoboda and Olejnik (2016) argued that successful internationalization of small
firms can be determined by their dynamic capabilities. As such, dynamic capability aligns
with firm-specific process of internationalization because both incremental and
accelerated processes put forward a predefined track for distinctive capability building

(Prange & Verdier, 2011).

As opined by Priyono et al. (2020), the dynamic capability of managers in an
entrepreneurially oriented organization is extremely important for penetrating in foreign
markets where opportunities abound. According to Tallott and Hilliard (2016),
entrepreneurially oriented organizations need dynamic capabilities in order to seize these
opportunities through a series of investment decisions and strategic choices. However,
Uner et al. (2020) construed that organization’s inability to duplicate their human and
physical capabilities in the international market could present a major barrier in their
process of international expansion. Firms in possession of dynamic capabilities have the
ability to create new resources and capabilities using the existing resources in such a
manner that there will be alignment between the firm and whatever changes that may

occur in their environment (Pervan et al., 2018).

Wang and Ahmed (2007) see dynamic capabilities from three perspectives: adaptive
capability representing the firm’s ability to identify and take advantage of available

opportunities in the market; absorptive capability which implies the firm’s ability to
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identify, assimilate and exploit new information in the market; and innovative capability
which implies the firm’s ability to develop new products or services in the market. This
is because professional competence, high quality products and services are essential
factors for successful internationalization (Vatimanescu, 2019). Monteiro et al. (2019)
found that dynamic capabilities mediate the relationship between entrepreneurial
orientation and export performance in the foreign market. Therefore, the study seeks to
examine if dynamic capability will mediate the relationship between entrepreneurial
orientation and internationalization of indigenous firms in Nigeria. Hence, we

hypothesized that:

Ho3: Dynamic capability does not significantly mediate between
entrepreneurial orientation and internationalization of indigenous firms in

Lagos State, Nigeria.

3. Methodology
3.1 Sample size

The sample size used for this study follows the recommendation of Krejcie and Morgan
(1970). According to the authors, as the population increases from the range of 10 to
1,000,000 and above, the sample size should also increases but at a diminishing rate from
the range of 10 until it becomes relatively constant at slightly above 380 and should not
exceed 384 for any population. Since there is no proper record of internationalized
indigenous firms in Nigeria, the study worked with the maximum sample size of 384
recommended by Krejcie and Morgan (1970), drawn from the population of
internationalized indigenous firms operating in various industries, using a snowball
sampling method. The snowball sampling method is a non-probability sampling method
that allows the researcher to receive information about the location of other
internationalized indigenous firms from previously contacted internationalized

indigenous firms until satisfactory sample size is achieved.

3.2 Research instrument

A questionnaire was employed for data collection (in appendix). The questionnaire was

segmented into two sections, comprising the demographic information of the respondents
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(section A), and questions on each of the variables of the study (section B), adapted from
previous studies in the relevant areas (Hughes & Morgan, 2007; Ko et al., 2021; Ismail
& Abdul-Malek, 2018). Indigenous business owners that have experienced
internationalization at least once or their managers were given copies of the questionnaire

to fill.

3.3 Measurement of Variables

Entrepreneurial orientation is the predicting variable and was treated as a latent variable.
The study adapted Hughes and Morgan (2007) entrepreneurial orientation measurement
scale (see Covin & Wales, 2011). The five dimensions of entrepreneurial orientation are:
Innovativeness, which connotes firm’s creative ability to overcome challenges, proffer
new solutions, master new techniques and develop new products or services in order to
gain competitive advantage in the industry (Lan & Wu, 2010); Risk-taking, which implies
organisation’s willingness, in the midst of uncertainty and a reasonable probability of
failure, to commit large resources in a business (Lumpkin & Dess, 2001); Pro-activeness,
known as organisation’s strategic move to seek new market opportunities ahead of
competitors (Lan & Wu, 2010); Competitive aggressiveness, which refers to the rigorous
manner in which firms challenge their competitors in order to outperform them; and
Autonomy, which is the independent action of entrepreneurially oriented organizational
leaders aiming at establishing new ventures and bringing it to realization. The five
dimensions of entrepreneurial orientation were measured with 18 items, four of them have
three sub-scales each, while the fifth has six. All items were rated on a seven-point Likert

scales ranging from 1 (strongly disagree) to 7 (strongly agree).

Internationalization is the response variable. The measurement scale for the
internationalization of indigenous firms was adapted from the work of Ko et al. (2021) in
which five items were used to measure internationalization activities from both inward
and outward-looking perspectives. All items were rated on a seven-point likert scale in

line with the previous works by the aforementioned researchers.

In order to measure dynamic capability, the study adapted the scales used by Mudalige et
al. (2018), in which three dimensions of dynamic capabilities were measured: sensing,
learning, and transformation and reconfiguration. Sensing has to do with the ability of an

organization to identify information about changes in customer needs and potential
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market opportunities. Learning involves organizational strategies that allow employees
from different areas to share experiences and meet regularly to resolve issues and
concerns. Transformation and reconfiguration refer to organization’s ability to quickly
respond to changes in the business environment. Seven items were used to measure
dynamic capabilities as the study examined how it mediates between the predicting and

the response variables. Each of the items was rated on a seven-point Likert-scale.

In order to ascertain the reliability of the measuring instrument, a pilot study was
conducted for all the study variables and the resulting Cronbach’s alpha for
internationalization, entrepreneurial orientation and dynamic capabilities were 0.708,

0.818 and 0.717, respectively.

3.4 Data analysis Process

Consistent with the approach of Latif, Pérez and Sahibzadac (2020), the hypotheses were
tested to determine the relationship between entrepreneurial orientation and
internationalization using Partial Least Square Structural Equation Modeling (PLS-SEM)
statistical method in SmartPLS 4.0 to test the cause and effect relationship between
observed and latent variables. Next, the relationship between entrepreneurial orientation
and the mediating variable was established. Hence, the researcher controlled for the
predicting variable by entering the mediating variable simultaneously with the

experimental variable as a predictor of the response variable.

The study used percentile bootstrapping option and the method of variance accounted for
(VAF) to determine the mediating relationship among constructs in the distribution of

indirect effects.

The bootstrapping was set at 5000 resampling randomly drawn at 0.05 significant level
to check the effect of mediating variables on the predicting and response variables. For
the sampling distribution of indirect effect, empirical representations are often generated
through bootstrapping, which treats the sample size as mini representation of the
population. Since bootstrapping does not make use of standard error to draw inference,
the controversy of how best to calculate standard error of indirect effect does not arise.
Bootstrapping inference is predicated on the calculation of the indirect effect itself and in

any intervening variable model; it can be used to draw inference no matter the amount
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and complexities of the paths between independent and dependent variables (Hayes,

2009).

According to Putra (2022), the method of VAF is the most suitable technique for assessing
the mediating effect of connecting variable between the predicting and response variable.
When the VAF ranges from 20% to 80% it is considered that there is partial mediation.
Values below 20% indicate that the mediation is weak and negligible, whereas values

above 80% indicate a full mediation.

4. Results

4.1 Descriptive analyses of the construct

The descriptive analysis of the constructs depicts participants’ general opinion. The mean
of each item was determined, through which the mean of each construct was established.
It should be noted that a mean of 0.1 to 1.0 indicates strongly disagree; 1.1 to 2.0 indicates
disagree; 2.1 to 3.0 indicates somewhat disagree; 3.1 to 4.0 indicates neither agree nor
disagree; 4.1 to 5.0 indicates somewhat agree; 5.1 to 6.0 indicates agree while 6.1 to 7.0

indicates strongly agree.

Table I: Descriptive statistics and correlation matrix

Mean Std. Dev 1 2 3
Internationalisation 4.48 1.245 1
Entrepreneurial 5.58 676 293" 1
Orientation
Dynamic capability 5.68 728 274" 758" 1

Note: Std. Dev = Standard deviation; Correlation is significant at **p<0.05 (2-
tailed).
Source: Own elaboration

The mean and standard deviation of each variable, as well as the Pearson correlation

matrix is presented in Table 1.

The result revealed that entrepreneurial orientation and dynamic capability correlate

significantly with internationalization at 5% significance level.

4.2 Testing of hypotheses

In this study, partial least square structural equation modeling (PLS-SEM) was employed

to test and draw statistical inferences from the formulated hypotheses. PLS-SEM is a
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multivariate statistical analysis method that can be used to extend existing theories. PLS-
SEM is a flexible technique used in estimating complex models. It combines factor
analysis and multiple regression analysis in estimating multiple and interrelated
dependence between latent constructs and measured variables in a single analysis (Hair
et al., 2016). The percentile bootstrapping option was used to determine the mediating
relationship among constructs using 5000 randomly drawn bootstrapping sample at 0.05

significant level and the results of the tested hypothesis are presented accordingly.

Table II: Outcome of the Measurement Model

Hypothese o Rho a CR AVE

s

Hol Entrepreneurial Orientation 0.876 0.878 0.890 0.342
Internationalization 0.726 0.838 0.820 0.548

Ho2 Dynamic Capability 0.790 0.800 0.849 0.450
Entrepreneurial Orientation 0.876 0.887 0.895 0.352

Source: Own elaboration

Table II shows that Cronbach’s Alpha, composite reliability (CR) and Rho A for
hypotheses one and two are within the recommended threshold of 0.7 and above, and not
exceeding 0.95 (Hair et al., 2019), thereby establishing that there is reliability and internal
consistency in the measures used in the study. Similarly, in order to establish the
convergent validity of the study constructs, the average variance extracted (AVE) was
considered. The calculated AVE for internationalization is 0.548, for dynamic capability
1s 0.450 and for entrepreneurial orientation is 0.342 and 0.352, which is adequate (Fornell

& Larcker, 1981).

4.2.1 Heterotrait-Monotrait ratio (HTMT)

Table I11: Heterotrait-Monotrait ratio (HTMT)

Hypotheses Entrepreneurial Orientation Internationalization
HO, Entrepreneurial Orientation
Internationalization 0.582
Dynamic Capability Entrepreneurial
Orientation
HO, Dynamic Capability
Entrepreneurial Orientation 0.842

Source: Own elaboration

The Heterotrait-Monotrait (HTMT) ratio is shown in Table 3.
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The HTMT ratio is 0.582 and 0.842 for the first and second research hypotheses,
respectively, which is below 0.90, thereby reconfirming the established discriminant

validity in the study analysis.

4.2.2 Path coefficient of the tested model

Table IV: Path coefficient of the tested model
Hypotheses Relationship Beta R? 2 t-statistic P-value
Hol Entrepreneurial 0.559 0313 0457 22.798 0.000
Orientation—
Internationalization
HO, Entrepreneurial 0.820 0.673  2.076 50.252 0.000
Orientation— Dynamic
Capability

Source: Own elaboration

The path coefficient of the tested model is presented in Table 4.

The beta value of 0.559 indicates that there is a moderate positive relationship between
entrepreneurial orientation and internationalization, while the beta value of 0.820
indicates that there is a positive relationship between entrepreneurial orientation and
dynamic capability. The R-square of 0.313 and 0.673 respectively is the variance in
response variable explained by predicting variable. It indicates that entrepreneurial
orientation has been able to explain 31.3% and 67.3% of internationalization and dynamic
capability, respectively, which is adequate since it is above the 10% threshold set by Falk
and Miller (1992). Similarly, the f-square values of 0.457 and 2.076 are large enough to
indicate that removal of items in predicting variable did not have a significant effect on
the response variable (Fawad, 2022). Furthermore, the t-statistic value of 22.798 and
50.252 are above the +1.96 threshold predicted by Putra (2022) and are both statistically

significant.

Consequently, the first null hypothesis is rejected since the results show that
entrepreneurial orientation has a positive significant influence on internationalization of
indigenous firms in Lagos State, Nigeria. In like manner, the second null hypothesis is
rejected since the results establish that entrepreneurial orientation has a significant

influence on dynamic capability of indigenous firms in Lagos State, Nigeria.
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4.2.3 Mediating effect

Table V presents the results of the mediating effect of dynamic capabilities in the
relationship between entrepreneurial orientation and internationalisation of indigenous
firms in Lagos State, Nigeria.

Table V: Mediating effect of Dynamic Capability on the relationship between Entrepreneurial
orientation and internationalization

Type of effect  Effect Path coefficient T stats P-value Remark

Total effect EO — Intl 0.478 13.052**  0.000 Sig. total effect
Indirect effect EO —DC — Intl 0.151 1.914* 0.056 Sig. Indirect effect
Direct effect EO — Intl 0.327 3.548%** 0.000 Sig. direct effect
VAF Indirect effect/total effect 31.59%

Conclusion: Dynamic Capability has a partial mediation between Entrepreneurial orientation and
internationalization

Note: VAF — variance accounted for; DC — dynamic capability **p<0.05; *p<0.1
Source: Own elaboration

The study used bootstrapping in the distribution of indirect effects and the method of VAF
for assessing the mediating effect of connecting variable between the predicting and
response variable. Table 5 shows that the direct effect of entrepreneurial orientation on
internationalization is significant at 5%, with t-statistic 3.548 and path coefficient 0.327.
The indirect effect of entrepreneurial orientation on dynamic capability and of dynamic
capability on internationalization is significant at 10%, with t-statistic 1.914 and path
coefficient 0.151. Further, the total effect of the mediating relationship is significant at
5%, with t-statistic 13.052 and path coefficient 0.478. Furthermore, VAF is 31.59%, so it

is considered that there is partial mediation.

In conclusion, having fulfilled all the required conditions for mediating relationship (see
Hair et al., 2017; Putra, 2022), the study found that dynamic capability partially mediates
the relationship between entrepreneurial orientation and internationalization. Thus, the
third null hypothesis is rejected since the study has found that dynamic capability partially
mediates the relationship between entrepreneurial orientation and internationalization of

indigenous firms in Lagos State, Nigeria.

5. Discussion

The results revealed that entrepreneurial orientation has a positive significant influence
on internationalisation of indigenous firms in Lagos State, Nigeria. The result revealed

the importance of innovativeness, pro-activeness, risk taking attitude, competitive
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aggressiveness and autonomy of an entrepreneurially oriented organisation to
internationalisation. This result corroborates the findings of previous studies (e.g.

NuelOkoli et al., 2021; Osei-Bonsu, 2020; Wach et al., 2018).

The results also revealed that entrepreneurial orientation has a positive significant
influence on dynamic capabilities of indigenous firms in Lagos State, Nigeria. This result
revealed that entrepreneurially oriented firms have capability to sense when there are
market opportunities or there are changes in consumers’ taste, learn new things about
market development both from outside the organisation and among employees
themselves, and be able to bring about transformation and reconfiguration. This finding
is in consonance with previous studies conducted by Albasri (2020) where it was found
that relationship exist between entrepreneurial orientation and dynamic capability by
which changes are orchestrated and through which organisations take advantage of

market opportunities.

Finally, the results revealed that dynamic capability partially mediates the relationship
between entrepreneurial orientation and internationalisation of indigenous firms in Lagos
State, Nigeria. The indirect effect of entrepreneurial orientation on internationalization
using dynamic capability as the mediating variable is only significant at 10% significant
level. Therefore, internationalization of entrepreneurially oriented firms will be improved
when such firms embrace sensing, learning, and transformation and reconfiguration. This
result substantiates the findings made by Albasri (2020) that dynamic capability has a
statistically significant partial mediation between entrepreneurial orientation and

international business performance.

5.1 Theoretical implication

This study has been able to provide theoretical support for extant literature on
entrepreneurial orientation and internationalisation of firms. The study agrees with the
theory of entrepreneurial orientation by Miller (1983), Covin and Slevin (1989), and
Lumpkin and Dess (1996), which argued that entrepreneurial orientation is a strong firm-
level attribute driven by innovativeness, pro-activeness and risk-taking attitude. The study
has also advanced our knowledge that organisation’s international expansion among
indigenous firms will increases in direct proportion to the increase in their innovativeness,

pro-activeness, risk-taking, competitive aggressiveness and autonomy combined.
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The study equally supports the dynamic capabilities theory by Teece and Pisano (1994)
that argues that firms in the global marketplace need to deploy management capability
for effective coordination and redeployment of both internal and external competences.
By so doing, they will be able to respond rapidly and timely to market changes. In
addition, the study further extends dynamic capability theory by Teece and Pisano (1994)
because it has been able to demonstrate that when organizations deploy management
capability for effective coordination and redeploy both internal and external competences,

internationalization of entrepreneurially oriented indigenous firms can be improved.

5.2 Practical implication

This study is primarily essential for indigenous firms to understand how being
entrepreneurially oriented, in combination with their level of dynamic capability, can
enhance their international expansion. It is important to note that internationalization of
business activities by indigenous firms has a way of increasing wealth for both the firm
and the nation. The findings of this study, therefore, imply that indigenous firms need to
understand the role of dynamic capability in internationalization process as it is essential
for wealth generation among entrepreneurially oriented indigenous firms. This study has
equally demonstrated that international expansion requires indigenous firms to be
entrepreneurially oriented in terms of their pro-activeness, innovativeness, risk taking

attitude, competitive aggressiveness and autonomy.

5.3 Limitation and suggestions for further studies

The study engaged dynamic capability as important mediating factor necessary to
improve upon internationalization of indigenous firms. However, there are other factors
such as resource management process, organizational culture and corporate governance
that are capable of influencing indigenous firms towards internationalization. Researchers
should extend this discussion by examining their mediating roles in a quest to improve
internationalization of indigenous firms. This study used a non-probabilistic sample
selection method due to inability to find record of internationalized indigenous firms in
Nigeria. Future studies should make effort to adopt probability sample selection method.
Partial least square structural equation modelling (PLS-SEM) was used to analyse data
collected for the purpose of this study; researchers should analyse using covariance based
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structural equation modelling (CB-SEM) in the future studies. This study was carried out
to cover businesses in Lagos state; however, future studies should make effort to cover
all states in Nigeria. In the future, researchers can equally make efforts to compare among
indigenous firms by caring out industry analysis so as to know which of them is

internationalizing better and in what order.

6. Conclusion

The purpose of this empirical study is to examine factors that are capable of contributing
to the internationalization of indigenous firms in Nigeria. The study examined the
relationship between entrepreneurial orientation and internationalization, using dynamic

capability as the mediating variable.

The results show that entrepreneurial orientation, which comprises innovativeness, pro-
activeness, risk taking attitude, competitive aggressiveness and autonomy, of indigenous
firms in Nigeria fosters internationalisation. Furthermore, internationalization can be

enhanced through the mediating role of dynamic capability.

It should be noted that nations of the world that have embraced internationalization create
wealth through several means by which they sell their products or services abroad. It is,
therefore, required that indigenous firms in Nigeria should combine dynamic capability
with their entrepreneurial orientation tools and focus on extending their business
operations beyond their national boundary so as to create wealth for the nation. Future
studies should extend this discussion by examining the mediating roles of resource
management process, organisational culture and corporate governance in a quest to

improve internationalization of indigenous firms.
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APPENDIX
QUESTIONNAIRE
Section A: Personal Information
Please tick (V) the appropriate items.
l. Gender: Male [ ] Female [ ]
2. Age: 18 —below30 [ ] 30 —below 40 | ]
40 —below 50 [ ] 50 and above [ ]
3. Marital Status: Single [ ] Married [ ]
Widow/Widower [ ] Separated [ ]
4. Working Experience: 1 — Syrs [ ] 6 — 10yrs [ ]
11-15yrs [ ] Above 15 years [ ]
5. Position at work: Chairman [ ] CEO/MD [ ]
Manager [ ]

6. Qualification: NCE/OND | ]HND/B.Sc [ ]
MBA/MSC [ ] PhD [ ] Others| ]
Please specify

8. Industry: Please specify

0. What is the number of employees (both full-time and part-time) in your company?
Please specify

10.  Number of years in business. Please,

specify

Section B

Kindly tick (V) the appropriate answer in the boxes attached to the statements below:
Strongly Disagree = 1

Disagree = 2

Somewhat Disagree = 3

Neither Agree nor Disagree = 4

Somewhat Agree =5

Agree =6

Strongly Agree =7
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1 ]12[3]4[5[6]7

Internationalization

Inward-Focused Internationalization Activities

1. Our firm utilizes advanced management skills from foreign countries.
2. Our firm utilizes advanced and new technology from foreign countries
3. Our firm utilizes inward foreign direct investment

Outward-Focused Internationalization Activities

4.

Our firm aggressively seeks foreign markets.

5.

Our firm develops alliances with foreign partners

Entrepreneurial Orientation

Risk-taking

1. The term “risk taker” is considered a positive attribute for people in our
firm.

2. People in our firm are encouraged to take calculated risks with new ideas.

3. Our firm emphasizes both exploration and experimentation for
opportunities.

Innovativeness

4. We actively introduce improvements and innovations in our business.

5. Our business is creative in its methods of operation.

6. Our business seeks out new ways to do things.

Pro-activeness

7. We always try to take the initiative in every situation (e.g., against
competitors, in projects when working with others).

8. We excel at identifying opportunities.

9. We initiate actions to which other organisations respond.

Competitive aggressiveness

10. Our business is intensely competitive.

11. In general, our business takes a bold or aggressive approach when
competing.

12. | We try to undo and out-maneuver the competition as best as we can

Autonomy

13. Employees are permitted to act and think without interference.

14. Employees perform jobs that allow them to make and instigate changes
in the way they perform their work tasks.

15. Employees are given freedom and independence to decide on their own
how to go about doing their work.

16. Employees are given freedom to communicate without interference.

17. Employees are given authority and responsibility to act alone if they think
it to be in the best interests of the business.

18. | Employees have access to all vital information.

Dynamic capability

Sensing

1. In our company, there are processes by which we collect information
about changes in customer needs and potential market opportunities.

2. In our company, there are specialized mechanisms to collect industry
information for managerial decisions.

Learning

3. In our company, employees from different areas share experiences and/or
knowledge.

4. In our company, employees meet regularly to resolve issues and

concerns.

Transformation and reconfiguration

5. In our company, we can quickly develop clear human resource re-
allocation procedures in response to changes in the business environment.

6. In our company, we can rapidly respond to market changes.

7. In our company, we can rapidly response to competitor’s actions.
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