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1. INTRODUCTION 
 
Small and medium-sized enterprises (SMEs) are 
a crucial component of the business landscape in 
numerous countries around the world. In fact, SMEs 
are the dominant type of enterprise in over 90% of 
these countries (Naradda Gamage et al., 2020). 
However, these businesses often face significant 
challenges that can impede their growth and success. 
The inability to reduce the unemployment rate and 
fragility to grow in size (Jdidi, 2016), and 
experiencing weak proactiveness to new markets, 

lack of entrepreneurship mindset, and knowledge 
management (KM) practices (Bouazza et al., 2015) 
are some of these challenges. Entrepreneurial 
orientation (EO) besides KM are fundamental factors 
in the performance of SMEs. EO helps organizations 
to survive and improve their performance (Miller, 
1983), and it is essential to improve the competitive 
advantage and performance (Altinay et al., 2016) and 
is a good facilitator for growth and performance 
(Chow, 2006; Carree & Thurik, 2003). However, past 
research indicates that examining the direct EO-
performance relationship provides missing parts 
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of the picture (Lumpkin & Dess, 1996), besides 
the inconsistent relationship between them 
(Al-Dhaafri & Al-Swidi, 2016). These inconsistent 
results suggested a need to apply a moderator 
between the use of EO and firm performance. 

KM, however, is also deemed as the main 
source of business success and as a result creating 
competitive advantage (Matin & Sabagh, 2015), 
and the most valuable factor in organizations 
(Rivera-Vazquez et al., 2009), and becoming 
an increasingly essential asset for organizations 
(Schulz & Jobe, 2001). KM has proven to be 
the preeminent instrument for developing strategic 
competencies for firms to handle the current 
challenges and stay competitive position in the industry 
(Imran, 2014). In other words, KM significantly 
contributes to the overall performance and 
competitiveness of firms by solving problems, 
reducing work redundancy, satisfying customers, 
retaining employees, and sustaining competitive 
advantage. However, prior studies show mixed 
results (Al-Hakim & Hassan, 2016), therefore, further 
studies are requested as detailed in Section 2. 

The literature discusses many predictors 
of firm performance; however, few reviews 
have explored the relationship between EO, KM, 
organizational trust (OT) and performance, especially 
in developing countries. Therefore, this study 
addresses the potential moderating role of OT to 
enhance the link of EO, KM, and firm performance. 
However, a review doesn’t reveal any study that 
examined OT with these predictors and SME 
performance. Thus, the objective of this research is 
to study the moderation of OT with EO, KM, and 
performance, so, the research questions are as follows: 

RQ1: Does entrepreneurial orientation positively 
influence SMEs’ performance? 

RQ2: Does knowledge management positively 
influence SMEs’ performance? 

RQ3: Does organizational trust play a moderator 
role in entrepreneurial orientation and SMEs’ 
performance? 

RQ4: Does organizational trust perform 
a moderator role in the knowledge management and 
performance relationship? 

The remainder of this study is structured 
as follows. Section 2 presents a review of these 
factors with performance, and ends by justifying 
the hypotheses. Section 3 discusses the measurement 
of the variables and the population used for this 
study. Section 4 discusses the research findings. 
Section 5 discourses the results of this study. Finally, 
Section 6 explains the implications, contributions, 
and limitations of this research. 
 

2. LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT 
 

2.1. Theoretical foundation 
 
The basis for this study is resource-based view (RBV) 
and knowledge-based view (KBV) theories. The RBV 
theory was developed by Barney (1991), and it was 
initially promoted by Penrose (1959) and expanded 
by others (Wernerfelt, 1984). Barney (1991) argued 
that the RBV focuses on internal factors that affect 
firm performance to fulfill a competitive advantage. 
EO is internal and an intangible resource with 
the ability to lead a firm to achieve a competitive 
advantage (Abdi et al., 2008). These characteristics 
and qualities make EO a strong resource for greater 

firm performance and competitive advantage 
(Grande et al., 2011). Therefore, SME owners must 
use these resources to enhance their performance. 

However, the KBV theory is the second theory 
that explains the link between KM and performance. 
KBV theory theorizes that these knowledge resources 
can yield a sustained competitive advantage. However, 
Alavi and Leidner (2001) indicated that the KBV 
theory is generally difficult to imitate, as it 
is complex. KBV theory assumes that the superior 
performance of organizations depends more 
on their knowledge resources to survive (Kim & 
Gong, 2009) and enhance their performance (Liao & 
Wu 2009). This theory also assumes that a firm’s 
competitive advantage is based on knowledge 
(Alavi & Leidner, 2001). Moreover, later researchers 
indicated that an important aspect of KBV of 
the firm is that the source of high performance is 
related to the implementation of knowledge rather 
than to the knowledge itself. 
 

2.2. Hypotheses development 
 

2.2.1. Entrepreneurial orientation and SMEs’ 
performance 
 
Entrepreneurial orientation refers to the mindset 
and business approach toward innovativeness, risk-
taking, and proactiveness. A strong EO is very 
beneficial for SMEs since it helps them stay 
competitive and grow, considering that resource-
wise, they are always lagging behind large 
enterprises. SMEs have to adopt an EO wherein they 
will be agile, efficient, creative solution generators 
that can quickly act on the opportunities identified 
and exhibit a risk tendency where the gain from 
risks can be substantial. Through a proactive and 
innovative attitude, the SME can adapt to the change 
in market conditions and meet the requirements of 
their customers to improve performance and attain 
success (Abdelwahed & Alshaikhmubarak, 2023; 
Govori & Sejdija, 2023). 

The literature review shows inconsistent 
findings between EO and performance. The positive 
relationship has been confirmed by the study of 
Mantok et al. (2019). They examine the mediation 
of organizational learning between EO and 
performance. The results show that EO has a positive 
influence on performance. Other findings have 
shown the impact of this predictor on performance, 
such as Mahrous and Genedy (2019), who examined 
the intra-organizational environment, market 
orientation and EO and organizational performance. 
The surveys were distributed to 120 large firms 
working in seven industries: communication and 
information technology, engineering and home 
appliances, clothing, chemicals, food and beverage 
(F&B), smoking, furniture and decoration. The authors 
confirmed that EO has a positive impact on firm 
performance and that market orientation mediates 
the relationship between EO and performance. 
Moreover, past studies have investigated the impact 
of EO on organizational performance; however, there 
exists a limited understanding of the aforementioned 
association within the framework of SMEs operating 
in developing countries. However, prior studies 
reveal a negative relationship between EO and 
organization performance due to the context 
differences (Altinay et al., 2016). Moreover, some 
EOs show a negative relationship with performance 
due to innovation as the EO dimension had less 
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impact on the performance of new endeavors in 
low-income than in higher-income economies of 
countries (Kowalik et al., 2017). 

This study aims to examine this relationship by 
employing another predictor of KM that aligns with EO. 

H1: There is a positive link between entrepreneurial 
orientation and firm performance. 
 

2.2.2. Knowledge management and SMEs’ 
performance 
 
Knowledge management is the systematic process 
of obtaining, developing, using, and sharing 
organizational knowledge effectively. In the case of 
SMEs, it has special value since they generally have 
limited resources and have to be agile in competitive 
markets. Proper KM enables technology to facilitate 
better decision-making by ensuring access to 
relevant information in a timely manner, spurring 
innovation and creativity by encouraging employees 
to share knowledge and enhancing operational 
efficiency through the documentation and sharing of 
best practices. Furthermore, it makes SMEs more 
able to know and react to the needs of customers, 
hence increasing customer satisfaction and loyalty. 

Previous studies have reported mixed results 
between these two constructs. In other words, 
previous studies demonstrated a positive relationship 
between these two variables (Giampaoli et al., 2017). 
However, limited studies have examined this impact 
while incorporating various moderators. Studies 
of — for instance — Imran (2014) and Mustapa and 
Mahmood (2016) included goal orientations, KM 
performance, organizational commitment, and quality 
assurance standards. However, as of the current 
juncture, there is a scarcity of reviews performed 
on companies within the Arab context. However, 
literature shows a negative influence between KM 
and organizational performance (Al-Hakim & 
Hassan, 2016). Based on this inconsistency, further 
research is needed to confirm this correlation 
(Masa’deh et al., 2017). It is imperative to ascertain 
the findings and establish whether this relationship 
tends to be positive or negative. 

H2: There is a positive link between knowledge 
management and firm performance. 
 

2.2.3. Organizational trust as a moderating factor 
between entrepreneurial orientation and SMEs’ 
performance 
 
Organizational trust within an organization is 
considered as a moderator to examine how it 
magnifies the connection between KM and EO. When 
there is trust within an organization, it creates 
a supportive atmosphere for open communication 
and collaboration, which in turn boosts the sharing 
and application of knowledge, thus amplifying 
the positive effect of KM. Moreover, OT plays 
a crucial role in fostering entrepreneurial endeavors 
by promoting risk-taking and creativity, as workers 
believe that their contributions will be recognized 
and respected. Research findings indicated that 
companies with elevated trust levels are more 
adept at harnessing their knowledge assets and 
entrepreneurial competencies to enhance their 
overall performance. 

Regarding EO, recommendations for further 
investigation should be made on OT as a moderator 
with strategic factors (Olander et al., 2015; Liu, 2012; 

Micheels & Gow, 2011), due to its importance. OT, 
from an EO perspective, is expected to enhance 
the capability of firms to fulfill high export 
performance (Ismail, 2011). Furthermore, enhancing 
innovative behavior within an organization can be 
facilitated by OT, as it diminishes interior control 
levels and renders the structure of the organization 
to be less rigid (Block, 2013). Moreover, it facilitates 
a firm’s capability to exploit EO by enhancing 
the extent and knowledge quality exchange across 
different departments (De Clercq & Sapienza, 2006). 
Moreover, OT within the context of entrepreneurship 
enables the emergence of new ventures, reducing 
the fear of criticism (Atuahene-Gima & Murray, 
2007). De Clercq et al. (2010) inspected the moderation 
influence of organization context on firm performance 
and innovation. The authors found that higher levels 
of trust make the relationship between innovation 
and firm performance stronger. Additional research 
is needed to examine the specific circumstances 
under which EO is particularly valuable to performance 
(Wales, 2016; Dess et al., 1997). 

From the RBV perspective, EO is considered 
a distinctive intangible resource, as it is essential for 
exploiting and identifying business openings and 
intensely combined in routines, and cannot be 
simply substituted and copied (Lonial & Carter, 2015). 
Given those features, EO can assist as a foundation 
of competitive advantage and higher performance 
(Grande et al., 2011; Wiklund & Shepherd, 2011). 

H3: Organizational trust has a moderating 
influence on entrepreneurial orientation and SME 
performance. 
 

2.2.4. Organizational trust as a moderating factor 
between knowledge management and SMEs’ 
performance 
 
Organizational trust in the context of KM is crucial 
because it encourages knowledge sharing and adoption 
from other resources (Alavi & Leidner, 2001). When 
OT is adopted in a firm, it helps employees 
comprehend the firm objectives clearly. Then, they 
become more encouraged to share their knowledge 
with colleagues to effectively realize the firm 
mission and vision (Chou, 2008). Moreover, OT 
smooths the discussion of private and sensitive 
information with functional executives because it 
reduces the risk of exploitation and, thus, 
the necessity to hide this knowledge (Yli-Renko 
et al., 2001). Micheels and Gow (2011) investigated 
the moderating influence of OT on performance and 
market orientation. The authors found that OT 
moderates learning and firm performance. Verma 
and Sinha (2016) distributed questionnaires to 
582 team members who surveyed organizations in 
India. The findings indicate that OT moderates team 
performance and knowledge-sharing behavior. 

The evolution and execution of OT practices in 
Algeria are still in the early stages because of 
the limited number of relevant studies. Therefore, 
this study proposes that OT plays a dynamic factor 
in moderating the relationship between KM 
and Algerian SMEs’ performance. In light of 
the aforementioned discourse, the subsequent 
hypothesis is as follows: 

H4: Organizational trust has a moderating 
influence on the relationship between knowledge 
management and SMEs’ performance. 
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3. RESEARCH METHODOLOGY 
 

3.1. Measures 
 
The quantitative method has been chosen for this 
research because it allows for the gathering of 
numerical data that can be analyzed statistically, 
providing objective and generalizable findings 
across a larger sample. This approach is ideal for 
identifying trends, relationships, and patterns 
among variables, which aligns with the study’s focus 
on obtaining broad, replicable results. EO is 
a predictor in the study and it is defined as 
the firm’s propensity to engage in innovative, 
proactive, and risk-seeking behaviors in order to 
achieve strategic and performance objectives (Knight, 
1997). EO has three dimensions (innovativeness, 
proactiveness and risk-taking) and 12 items adapted 
from the work of Eggers et al. (2013). This study 
adopted four items to measure proactiveness, 
innovativeness, and risk-taking. KM is the second 
predictor and it is defined as the employment 
and development of a knowledge asset of 
organizations to accomplish its goals (Davenport & 
Prasak, 1998). However, OT, on the other hand, is 
the moderator of the study and is defined as the 

“it is confidence feeling of employee that the firm 
will do actions that are useful, or at least not 
harmful, to him or her” (Tan & Tan, 2000, p. 243). 
We adopted the nine items from the work of Olander 
et al. (2015). Firm performance is operationalized as 
a non-financial and financial criterion to measure 
firm performance (Wang et al., 2009). 

The subjective performance measurement 
used in this study included six items adopted 
from the study of Keskin (2006), which reflect 
the operational definition of firm performance. 
The reason behind choosing non-financial data is 
that collecting financial data is quite difficult, 
because owners are not ready to give the confidential 
information of their firms to outsiders (Sapienza 
et al., 1988). In addition, they may deliver a biased 
valuation of their company’s performance (Dahinine 
et al., 2023). The study’s constructs were also 
collected using items on a 5-point Likert scale. 

The following Table 1 displays the construct 
measurements of EO, which includes three 
dimensions, and each dimension has four items. 
Table 2 shows KM with three dimensions. Table 3 
shows the moderator of this study with nine items. 
Table 4 shows the measurement items of firm 
performance with six items. 

 
Table 1. Measurement items of entrepreneurial orientation 

 

Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 

Innovativeness 
We consider ourselves as an innovative company. 1 2 3 4 5 
Our business is often the first to market with new products. 1 2 3 4 5 

Competitors in the market recognize us as a leader in innovation. 1 2 3 4 5 

We highly value the new product line. 1 2 3 4 5 
Proactiveness 

We consistently look for new business opportunities. 1 2 3 4 5 

Marketing efforts try to lead customers, rather than respond to them. 1 2 3 4 5 

We incorporate solutions to unarticulated customer needs. 1 2 3 4 5 
We work to find new business. 1 2 3 4 5 

Risk-taking 
We value new plans even if it is not certain that they will work. 1 2 3 4 5 

To make effective changes to our offering, we are willing to accept at 
least a moderate level of risk of significant losses. 

1 2 3 4 5 

We encourage people in our company to take risks with new ideas. 1 2 3 4 5 
We engage in risky investments. 1 2 3 4 5 

 
Table 2. Measurement items of knowledge management (Part 1) 

 

Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 
Knowledge acquisition 

We regularly meet with our customers in order to find out what their 
needs will be in the future. 

1 2 3 4 5 

Our firm has processes for acquiring knowledge about our suppliers. 1 2 3 4 5 
We have a method that allows us to learn successful practices from 
other firms. 

1 2 3 4 5 

We have processes for generating new knowledge from the existing 
knowledge. 

1 2 3 4 5 

New ideas and approaches to work performance are experimented 
continuously. 

1 2 3 4 5 

Knowledge sharing 
We organize periodic meetings to inform all the employees about 
the latest information in the company. 

1 2 3 4 5 

Our company has formal mechanisms to guarantee the sharing of 
best practices among employees. 

1 2 3 4 5 

In our firm, there are individuals who act as links among employees 
and teams. 

1 2 3 4 5 

In our firm, there are individuals responsible for disseminating 
employees’ suggestions. 

1 2 3 4 5 
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Table 2. Measurement items of knowledge management (Part 2) 
 

Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 

Knowledge application 
The firm’s procedures are flexible enough to allow immediate 
modifications to be made on how to apply new knowledge. 

1 2 3 4 5 

Our firm emphasizes the importance of utilizing new knowledge. 1 2 3 4 5 
Our firm is able to locate and apply the knowledge needed to 
enhance its competitiveness. 

1 2 3 4 5 

The firm’s procedures are flexible enough to allow immediate 
modifications to be made on how to apply new knowledge. 

1 2 3 4 5 

 
Table 3. Measurement items of organizational trust 

 

Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 
If our company promises something, we trust that the promise will 
be kept. 

1 2 3 4 5 

Our company knows its strengths and where it is aiming. 1 2 3 4 5 

The top management has made it clear that our organization does 
not tolerate unethical behavior. 

1 2 3 4 5 

Our company strongly emphasizes informing the staff of things 
important to them. 

1 2 3 4 5 

In our company, we try to kill inaccurate rumors at once. 1 2 3 4 5 
In our company, problems are not hidden but handled openly. 1 2 3 4 5 

Our company emphasizes fair and just practices. 1 2 3 4 5 
We do much work to make our staff trust our company. 1 2 3 4 5 

Our employees have trust in our company. 1 2 3 4 5 

 
Table 4. Measurement items of firm performance 

 

Statement 
Strongly 
disagree 

Disagree Neutral Agree 
Strongly 

agree 
Our products reached a wider market. 1 2 3 4 5 

Our company has increased product sales. 1 2 3 4 5 
Our corporate profits have increased. 1 2 3 4 5 

The level of complaints from customers decreased. 1 2 3 4 5 
The number of employees has increased. 1 2 3 4 5 

The number of our customers has increased. 1 2 3 4 5 

 
Table 5 presents the reliability test. 

The Cronbach’s alpha values for EO, KM, OT, and 
SME were 0.73, 0.83, 0.80, and 0.72, respectively. 
Hence, all Cronbach’s alpha values passed the cutoff 
value of 0.70, establishing the constructs’ reliability. 
 

Table 5. Reliability test 
 

Constructs Cronbach’s alpha coefficient 
EO 0.73 
KM 0.83 

OT 0.80 

SME 0.72 

 

3.2. Population and sampling 
 
Two significant SME sectors (F&B industry) were 
selected as the study population. This industry was 
chosen because the authority is still unable to 
achieve food security and meet the food needs of 
citizens (Dahinine et al., 2023). This latter stated 
that Algeria is one of the top 10 countries in 
the globe for nutrition importation, the 1st in Africa, 
and the 3rd in milk and dairy products import. 
Moreover, the sector has been chosen because it 
becomes the primary task of the authority to achieve 
independence from other countries (Chouayb et al., 
2020). The unit of analysis is an F&B firm, and 
the sample size included 210 firms. A self-
administered questionnaire was distributed, and 
a 5-point Likert scale for evaluation at a single point 
in time. The study was cross-sectional, and 
210 questionnaires were disseminated between 
July 2022 and December 2022. 
 

4. RESULTS 
 
Scholars have agreed that common method bias is 
a major issue that is associated with self-report 
surveys (Lindell & Whitney, 2001; Spector, 2006) as 
such bias could inflate the value of the relationship 
that exists among the measured constructs (Conway 
& Lance, 2010). Given the above, this study used 
some practical solutions to decrease the impact of 
common method variance (Podsakoff et al., 2012). 
First, to lessen hesitation among the participants, 
their responses were treated privately while there 
was no wrong or right answer to the items. Secondly, 
to decrease the method bias, it has equally certified 
that ambiguous conceptions have been eluded in 
the survey as all the items were written in precise, 
specific, and simple language, and by doing so 
the face and content validity were assured. 

The assessment of non-response bias was 
performed by t-test technique where early respondents 
were compared to the late ones. This process is in 
accordance with Armstrong and Overton (1977), 
as they indicated that if the answer difference 
between early and late respondents was substantial; 
non-response bias may occur and hence may 
invalidate the findings. It can be concluded that 
the respondents from these two groups were free 
from data bias. 

The current study analyzed the outer model 
and the inner models using partial least 
squares structural equation modeling (PLS-SEM). 
The measurement model was tested by using 
PLS-SEM. Two types of validity were used to obtain 
construct validity. First, construct validity includes 
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composite reliability (CR), factor loading (item 
reliability), Cronbach’s alpha, and average variance 
extracted (AVE). Discriminant validity was employed 

using the method proposed by Fornell and 
Larcker (1981). The following Figure 1 illustrates 
the model with its structural dimensions. 

 
Figure 1. The research model 

 

 
 

Table 6 indicates that CR ranges from 0.927 
to 0.937, suggesting adequate internal consistency 
and reliability. Moreover, Hair et al. (2021) suggested 

that the three assessors of convergence validity are 
factor loadings, CR, and AVE. The following Table 7 
shows the descriptive statistics of the constructs. 

 
Table 6. Measurements items of entrepreneurial orientation 

 
Constructs Items Loadings Cronbach’s alpha CR AVE 

EO 

Item 1 0.835 

0.920 0.933 0.557 

Item 2 0.797 
Item 3 0.862 

Item 4 0.842 
Item 5 0.727 

Item 6 0.836 

Item 7 0.830 
Item 8 0.805 

Item 9 0.826 
Item 10 0.815 

Item 11 0.838 

Item 12 0.814 

KM 

Item 1 0.783 

0.937 0.937 0.937 

Item 2 0.797 
Item 3 0.793 

Item 4 0.747 

Item 5 0.739 
Item 6 0.885 

Item 7 0.858 
Item 8 0.852 

Item 9 0.862 
Item 10 0.858 

Item 11 0.884 

Item 12 0.807 

OT 

Item 1 0.650 

0.917 0.932 0.604 

Item 2 0.832 
Item 3 0.772 

Item 4 0.851 

Item 5 0.842 
Item 6 0.740 

Item 7 0.796 
Item 8 0.753 

Item 9 0.738 

SME 

Item 1 0.861 

0.906 0.927 0.681 

Item 2 0.852 

Item 3 0.769 
Item 4 0.842 

Item 5 0.794 
Item 6 0.830 

Note: CR = (S factor loading)2 / [(S factor loading)2) + S (variance of error)]; AVE = S (factor loading)2 / [(S (factor loading)2 + S (variance 
of error)]. 

 
Table 7. Descriptive statistics of the constructs (n = 205) 

 
Constructs N Mean Std. deviation Minimum Maximum 

SME 205 4.093 0.777 1 5 

EO 205 3.786 0.699 1 5 
KM 205 3.713 0.789 1 5 

OT 205 3.901 0.739 1 5 

 
 

 

EO 
Innovation 
Proactiveness 
Risk-taking 
 
KM 
Knowledge sharing 
Knowledge acquisition 
Knowledge application 

Firm performance 
Financial and non-financial 
indicators 

OT 
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The following Table 8 shows the discriminant 
validity of all study constructs. 
 
Table 8. Discriminant validity — Fornell and Larcker 
 

Constructs EO KM OT SME 

EO 0.747    
KM 0.601 0.770   

OT 0.732 0.647 0.777  
SME 0.719 0.659 0.741 0.825 

 
However, Hair et al. (2017) indicated that 

the coefficient of determination (R-squared — R2) 
is the most commonly used measure to evaluate 
the structural model. Cohen (1988) considered the R2 
value for the endogenous latent variable to be 
substantial when it is 0.26, moderate when it is 0.13, 
and weak if it is lower than 0.02. However, according 
to Falk and Miller (1992), an R2 value of 0.10 is 
acceptable. Consequently, Chin (1998) suggested 
that in PLS-SEM, the R2 value is 0.19 as weak, 0.33 as 
moderate, and 0.60 can be considered substantial. 
Table 9 reports The R2 value for the present study. 
 

Table 9. Variance explained in the endogenous 
latent variable (R2) 

 
Variable R2 Result 

SME 0.835 Substantial 

 
Table 10 illustrates that the effect sizes for EO 

and KM are 0.028 and 0.097, respectively. Therefore, 
the guidance of the F2 assessment of the exogenous 
latent constructs of the present study on SME 
performance can be considered small for both EO 
and KM. 
 

 

Table 10. Assessment of effect size (F2) 
 

Exogenous latent variables F2 Effect size 
EO 0.028 Small 
KM 0.097 Small 

 
Q2 is a criterion for measuring how well 

a model predicts (Hair et al., 2021; Chin 1998). 
The Q2 value was obtained by using the blindfolding 
procedure for a specified omission distance. In other 
words, Q2 is a criterion to measure how well a model 
predicts the data of omitted cases. Henseler et al. 
(2009) stated that in a research model where the Q2 
value is larger than zero, the model has predictive 
relevance, as shown in Table 11. 
 

Table 11. Variance explained in the endogenous 
latent variable 

 
Total SSO SSE 1 – SSE / SSO 

SME 1230.000 582.163 0.527 
Note: SSO — sum of squares of observations, SSE — sum of 
squared errors. 

 
The study also tested the direct path by applying 

a bootstrapping procedure with 5000 re-samples to 
test the significance of the regression coefficients 
(see Table 11). EO has a significant effect on SME 
performance (β = 0.114, t = 2.360, p < 0.009). 
Therefore, H1 is accepted. KM has a significant effect 
on SME performance (β = 0.173, t = 3.685, p < 0.000). 
Thus, H2 is supported. Similarly, this study illustrated 
the moderating influence of OT on the relationship 
between EO and firm performance (β = 0.135, t = 3.894, 
p < 0.000), KM, and firm performance (SME) 
(β = 0.103, t = 2.833, p < 0.002). Therefore, H3 and 
H4 are both accepted. Table 12 shows the structural 
model assessment with moderation. 

Table 12. Structural model assessment with moderator variable 
 

Hypotheses Beta value T-statistics p-values Decision 
H1 EO → SME 0.114 2.360 0.009 Accepted 

H2 KM → SME 0.173 3.685 0.000 Accepted 

H3 OT-EO → SME 0.135 3.894 0.000 Accepted 
H4 OT-KM → SME 0.103 2.833 0.002 Accepted 

 

5. DISCUSSION 
 
This study addressed a positive relationship 
between EO and performance. It is deemed that 
innovativeness is an essential factor that helps firms 
survive, especially in fluctuating markets. Among 
unexpected markets and fierce competition, launching 
innovative products allows firms to face competition 
and market instability successfully. 

Risk-taking and proactiveness, on the other 
hand, allow firms to be the first mover in 
the market, and as a result, their performance can be 
enhanced by increasing market share. The ability of 
SME owners/managers to take calculated and bold 
risks, develop innovative thinking, and proactiveness 
in competition guarantees their success and 
consequently improves their performance. Possessing 
entrepreneurial qualities such as hard work, critical 
thinking, skill development, employee consultation, 
ability to assess their immediate environment, and 
many more, should give SME owners/managers 
a better opportunity to remain at the forefront and 
improve their firm performance. 

In line with prior studies, the current study is 
consistent with Ringo et al. (2023). Their findings 
reveal a significant positive impact of EO on export 
performance. Owners/managers of SMEs should 

practice EO to enhance their firms’ performance. 
Thus, H1 about the impact of EO on SMEs’ 
performance is accepted. 

H2 states that KM has a positive influence 
on SMEs’ performance. The analysis revealed 
the importance of KM on performance. In fact, 
acquiring knowledge from reliable resources, sharing 
important and effective knowledge, and applying 
knowledge efficiently will definitely enhance a firm’s 
performance and competitive advantage. 

The results are consistent with the results 
obtained by Lehyani et al. (2023) and Aliyu et al. (2015). 

H3 indicates that OT has a moderation role in 
the relationship between EO on firm performance. 
Indeed, OT can augment innovative practices in 
the enterprise because it diminishes the level of 
control and makes the structure of the organization 
and hierarchy less inflexible (Block, 2013). In addition, 
OT reduces fear of criticism and enhances 
the security and expression of new ideas. Thus, 
the findings confirm the moderation factor of OT 
in the relation between EO and performance. This 
result is supported by De Clercq et al. (2010), who 
found out that OT moderates EO and firm 
performance. Trust is, therefore, enabling employees 
to cope with changes, enhancing the readiness 
of directors to execute risky actions, creating 
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innovative ideas, and solving problems quickly. 
H3 and H4 state that OT moderates the relation 
between KM and SMEs’ performance. As people are 
unwilling to share knowledge, OT is considered 
a good facilitator of increasing confidence and, 
as a result, managing and sharing knowledge within 
the firm. In fact, people are reluctant and 
suspicious to share their knowledge, especially 
sensitive information. Thus, the results confirmed 
the moderating role of OT in the relationship 
between KM and SMEs’ performance. This result is in 
coherence with the studies of Verma and Sinha 
(2016) and Afzal and Afzal (2014), who found that 
trust moderates the link between knowledge sharing 
and firm performance. 
 

6. CONCLUSION 
 
One of the contributions of this study is that very 
limited research has examined OT as a moderator 
of these links. In other words, few studies have 
investigated the moderating influence of trust in EO 
and KM relationships. Moreover, this study responds 
to scholars’ recommendations to investigate OT 
with other strategic intangible factors, such as 
entrepreneurship and KM. 

Another critical contribution is that most of 
the EO review has been addressed in Western 
countries. A survey of the past literature shows that 
most studies on EO were undertaken in Western 
countries (Kowalik et al., 2017). For instance, in Arab 
countries, only a few related studies have been 
conducted in the United Arab Emirates (Al-Dhaafri & 
Al-Swidi, 2016). Thus, this study is among the first 
to focus on emerging and developing economies. 
Moreover, numerous studies have been performed 
in sectors such as metal/wood enterprises, 
telecommunications, manufacturing, textiles, software, 
and banking sectors (Tang et al., 2017). The present 
study is one of the few to contribute to the F&B body 
of knowledge and respond to the contextual gap 
and the lack of studies that introduce OT as 
a moderator. 

The findings of this study provide useful 
guidance to owners, practitioners, and policymakers. 
Policymakers can enhance the F&B industry 
by establishing laws and policies that advance 
the performance forward. Workshops, training, and 
seminars based on the findings of this study can 
lead to better performance. One of the main issues 
that confront the Algerian government is helping 
youth to launch startups and acquire the spirit 
of entrepreneurship. Moreover, adopting KM, 
organizational climate, and trust are essential for 
F&B firms to reinforce communication, spread 
a healthy culture, encourage initiatives, share 
knowledge, and innovate ideas to upgrade their firm 
performance. Furthermore, the findings of this 
research will stimulate academics and researchers to 
conduct additional studies in this area. This study is 
deemed to be a milestone that enlightens the path 
for future research. Therefore, all stakeholders 
should consider the outcomes and recommendations 
to pursue future studies to enrich the library. 

The study has a few limitations that need to 
be considered. The present study is limited to 
perceptions of EO, KM, OT, and SMEs operating in 
F&B. This study used only three dimensions to measure 
EO. Future research could use more dimensions 
(e.g., five dimensions to include aggressiveness and 
autonomy) to enrich the literature, as most past 
studies have adopted only three dimensions to 
measure EO. This study focuses only on internal 
intangible resources: EO, OT and KM. To obtain 
a more comprehensive result, future research can 
add other types of internal or external strategic 
constructs, such as market orientation, to further 
understand the problem of low performance. 
The scope of this study was circumscribed to 
the F&B industry. Therefore, it is recommended to 
employ a consistent model across varied contexts 
to acquire a nuanced comprehension of the influence 
exerted by EO, KM, and OT on the performance 
of SMEs. 
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