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Abstract	

	 The aim of this research paper is to discover the arbitrating influence of the 
entrepreneurial orientation in the relationship between Cultural Diversity and Firm 
Performance as well as between digital technology and firm performance. Another aim of 
this study is to test the association in-between Open Innovation and the Firm Performance 
as well as the association between innovation capability and firm performance. SMEs 
with 5 to 300 employees in Sindh province, Pakistan was utilized to obtain the required 
data. This article chose SMEs as they form a very important part of the Pakistan economic 
participation. The hypothesized relationships in the proposed framework were conducted 
using Smart-PLS. The results reveal that EO, DT, OI and IC have a significant relation with 
FP. More so, the findings are an indication that the EO is seen as an intervening aspect in 
the connection between CD and FP. The results of this study are also indicators that EO 
is a major mediator between DT and FP. Moreover, the results will equip researchers and 
managers with the better understanding capability of the certain role that the EO plays as the 
mediator. The findings further show that companies ought to concentrate on how the resources 
can be utilized to improve their capabilities which will lead to improved performance. The 
findings motivate the firms to seize the opportunity of new digital technologies and trend of 
digitalization in industries by being committed in adopting new digital technologies and in 
modernizing the performance of firms in terms of digital capabilities by becoming leaders in 
innovation besides enhancing performance of firms.
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1.	 Introduction 

	 Businesses in today’s technological society have problems in innovation and 
competitiveness as a consequence of technical developments, economic disruptions, and 
level of  market needs (Bhakar, Sharma, & Kumar, 2024). These issues have compelled most 
of the organizations to redesign their business models. Blistering changes left to the business 
establishments wondering whether to upgrade or to substitute their long held strategies (Zhao 
et al., 2024). The most likely means of exiting such unsympathetic competition is the use of 
technology to innovate commodities, offerings and procedures. One of the problems that SMEs 
face to succeed in the highly competitive environment is the incorporation of new technologies 
(Rahahle et al., 2024). A number of researchers state that companies should expeditiously 
modify themselves to the realities of fast-evolving, hypercompetitive global markets by not only 
continuously reshaping their decisions and actions in relation to marketing, but also stretching, 
altering and/or reorganizing their resource foundation (Sullivan & Wamba, 2024). 

	 How well-established firms can perform and attain a long-term competitive advantage to 
survive in a rapid business environment is a crucial question. The majority of successful companies 
are stable and potent in satisfying the current requirements of business and simultaneously adjust 
to the environment variations (Abbas et al., 2024). In the case of traditional SMEs, entrepreneurial 
orientation (EO) of the company might be deemed an important issue that would characterize such 
adapting decisions. Thus, EO has an effect on firm recognition of entrepreneurial opportunities 
and decisions made by a firm regarding the benefit of entrepreneurial opportunities. The degree 
of EO in a specific firm has been attributed to various results, including firm performance (Kusa, 
Suder, & Duda, 2024). In addition, EO maximizes the production of companies, the culture aspect 
is another factor to be considered. Cultural diversity (CD) has the potential to bring numerous 
opportunities and enable firms to acquire priceless knowledge in addition to the lack of resources 
and competencies (Dodd et al., 2024). Nonetheless, the association in-between the cultural 
diversity and firm performance (FP) is not generic including level of EO in the firm (Gavrić & 
Braje, 2024).

	 Researchers worldwide are exploring the topic of digital transformation in businesses, 
particularly in SMEs, to drive innovation and enhance performance (Zhao et al., 2024). Technology 
adoption is a strategic innovation that significantly impacts a firm’s competitive advantages, 
particularly in terms of performance (Shah et al., 2024). Digital technologies (DT) have proven 
effective in enhancing financial performance, including functioning and financial aspects 
(Ferreira, Fernandes, & Veiga, 2024). A balanced introduction of various innovations is necessary 
to cope with environmental changes and uncertainties (Barba-Sánchez et al., 2024). Innovation 
is a critical process for firms to deliver new products and services to the market, which affects 
their survival and desirability in open innovation (OI). OI is a novel idea that enables managers 
to leverage an organization’s company-wide and outside competencies in order to develop their 
own technologies (Mostafiz, Ahmed, & Hughes, 2025). Moreover, innovation capability (IC) 
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makes organization create innovations on an ongoing basis in response to the shift in the market 
environment and imbues it with all the strategies, system and structure that facilitate innovation in 
an organization (Tehranian et al., 2024). 

	 The past results are fascinating but do not consider the effects of digitalization on EO. 
It has been demonstrated in the previous literature that CD may serve as a source of generating 
the EO, which affects FP (Marino et al., 2024). Yet, the mediating role of EO has not been well 
comprehended for accelerating the association in-between CD and FP, and more studies are needed 
to explore the processes behind the existence of this nexus (Alqahtani, Uslay, & Yeniyurt, 2024). 
Though the past studies indicated that practices of OI strongly affect the various performance 
indicators, the connection between OI and FP of SMEs has received minimal interest (Le & 
Mohiuddin, 2024). Concerning the studies of the innovative ability in large organizations and 
SMEs, there is partial evidence that has established the affirmative and strong correlation among 
IC and FP (Osman Zainal Abidin, 2024). This indicates the necessity to undertake more empirical 
studies in this field, and particularly in the environment of SMEs

	 The objective of this article is to find the importance of utilization of resources in SMEs 
and to know the impact of resources like digital technology on FP and also how the innovation 
impacts the success of the firm.  There are various contributions in this research. Firstly, this paper 
supports the literature by investigating an association in-between EO and digital technologies. 
Secondly, this research study add novelty to the realm of literature by finding an intervening effect 
of EO in-between CD and FP. Thirdly, this research gives support to the relationship between 
open innovation and FP in the perspective of SMEs. Fourthly, this paper highlights the association 
in-between IC and FP. Finally, this research also contributes to literature as the new conceptual 
framework has been introduced. In addition to the theoretical contribution, organizations will 
get knowledge about digital technologies, why they are important and how they can be used to 
increase FP and how cultural diversity and EO together affects firm performance. 

2.	 Literature Review

2.1 	 Theoretical Development

2.1.1 	 Resource Based View (RBV)

	 The theory of RBV in the literature focuses on the influence of the capability of firms 
in the generation of firm benefits (Helfat et al., 2023). Penrose (1959) developed the theory, 
RBV contends that the competitive edge of a given organization is stipulated by the critical 
resources that the organization possesses. On a basic level, the main proponents of the RBV 
thought of an organization as a collection of assets or resources which are semi-permanently 
fixed in it. Considering the RBV theory El Nemar et al. (2025) identified EO as the ability of a 
given organization that is helpful in identifying, evaluating, and exploiting novel opportunities 
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in a manner that cannot be easily replicated (Ozdemir et al., 2023). The Resource-based view 
(RBV) theory has an diversified approach that is about the efficient acquisition and utilization 
of organizational resources (Chatterjee, Rana, & Dwivedi, 2024). A diverse workforce act as 
a strategic asset that will provide a competitive sales edge due to the development of unique 
skills, perspectives, and problem solving techniques (Saha et al., 2024). Recent studies clearly 
hypothesize the concept of digital capabilities (e.g., digital technologies, data infrastructure, digital 
tools) as strategic resources that contribute to the capacity of a firm to sense and seize market 
opportunities. Digital capabilities are defined in a study on entrepreneurial performance under 
metaverse conditions; they are internal strategic resources that reinforce the operational efficiency, 
innovation and adaptive capacity. These resources allow firms to increase their entrepreneurial 
activities, as well as responsiveness to dynamic environments (Wang & Zhang, 2024). Therefore, 
according to the RBV theory, an improved performance of SMEs will be achieved when they 
concurrently adopt other technologies including AI, big data analytics, IoT, and block chain, in 
comparison to their counterparts in the same market (Vrontis, Chaudhuri, & Chatterjee, 2022). 

2.1.2 	 Digital Technologies (DT)

	 Digital technologies include an ample range of technologies and systems, including 
artificial intelligence (AI), IoT enabled solutions, platforms for cloud computing, big data analytics 
and block chain that are altering the organizational processes and decision-making (Nassereddine 
& Khang, 2024). These technologies can be used to elevate efficiency, transparency, and innovation 
in industries through the collection of data in real-time, the strategic insights and the automation 
of the same (Nassereddine & Khang, 2024). We could coordinate, trace, and sustain the supply-
chain and project-management scenarios with the facilitation of digital technologies that optimize 
the use of resources and minimize waste (Eze et al., 2025). In addition, digital solution integration 
improves agility and resilience, enabling companies to act suitably in response to market instabilities 
and environmental challenges (Neri et al., 2023). The Resource-Based View (RBV) can be an 
essential theoretical framework to explain the role of digital technologies in organizations. RBV 
shows that strategic advantage is developed and exploited through the development and use of 
the valuable resources and capabilities of firms. Such technologies as artificial intelligence, big 
data analytics, and digital platforms are the key technological assets in the digital era that allow 
companies to empower their resource base and complement the organizational capacity. Digital 
adoption and application could be perceived as a strategic approach where companies could use 
internal resources to facilitate the digital change and development of capabilities. (Gillani et al., 
2024)

2.1.3 	 Cultural Diversity (CD)

	 Cultural diversity is a practice that describes the existence of culturally different 
individuals in an organization or a society in terms of their values, beliefs and practices. It boosts 
creativity, innovation and problem solving because it adds diverse thinking and experiences into 
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decision making (Kabir et al., 2023). Cultural diversity is a good resource in the sense of the 
Resource-Based View (RBV) as it is an intangible resource of the organization that makes the 
firms rich in terms of knowledge base. The variety of cultural backgrounds in the organizations 
offer heterogenic views, knowledge, and experiences which increase knowledge sharing and 
organizational learning abilities (Paolone et al., 2024). Cultural diversity enhances inclusiveness, 
teamwork, and respect towards each other in an organizational setting, enhancing employee 
engagement and performance. Furthermore different teams are more flexible and able to know 
the global markets hence enhanced competitiveness and sustainability (Al-Hiyari et al., 2023). 
However, cultural diversity management also presupposes efficient communication, cultural 
intelligence and leadership sensitivity to avoid misunderstandings and conflicts (Eden, Chisom, 
& Adeniyi, 2024).

2.1.4 	 Innovation Capability (IC)

	 IC refers to the skill of a firm to repeatedly produce, create and adopt new ideas, 
products, or processes that consequently increase the performance and competitiveness (Akter 
et al., 2023). It entails the capacity of a firm to translate expertise and resource into creative 
results with the help of creativity, teamwork, and life-long learning (Gama & Magistretti, 2025). 
Strong innovation capacity provides the organizations with the resources to act impactful to 
changes in the market, advancement in technology, and consumer needs (Bansal et al., 2023). 
Resource-Based View (RBV) assumes that sustainable competitive advantage is attained when 
firms develop rare internal resources and capabilities. In this approach, innovation capability has 
been regarded as a critical organizational capability because it enables companies to re-assemble 
knowledge, technology, as well as, ability to develop new products and processes. Companies that 
have superior innovation competencies are in a position to apply their internal resources to create 
technological developments and high-quality strategic performance (Zhang & Chen, 2025)

2.1.5 	 Open Innovation (OI)

	 Open innovation refers to the situation in which organizations take into consideration 
internal as well as external ideas and knowledge as well as technologies in order to enhance 
speed and strengthen market competitiveness (Bertello, De Bernardi, & Ricciardi, 2024). Unlike 
traditional closed frameworks, open innovation encourages interaction with external sources 
of information, such as customers, suppliers, universities, and research centers, thus allowing 
companies to access a wide range of knowledge, divide risks and risks, and reduce the cost of 
development and lead times (Broekhuizen et al., 2023). In the Resource Based View (RBV) 
terms, open innovation has been theorized as a strategic process whereby companies open up and 
combine and exploit internal and external resources to develop valuable, rare, and hard-to-replicate 
capabilities. Open innovation activities such as the establishment of external relationships, sharing 
of knowledge and co creation are activities that can broaden the resource base of a firm and 
consequently increase its ability to be innovative and to maintain a competitive edge in a volatile 
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environment (Huang & Zhou, 2025). Moreover, open innovation fosters innovation, exchange of 
knowledge, and co-creation enabling organizations to react better to changes in technology and 
markets. It encourages constant enhancement and flexibility by encouraging cross boundary idea 
flows (Akimov et al., 2023). 

2.1.6 	 Firm Performance (FP)

	 The core of the longevity of a firm is its performance (FP). FP is considered a main 
factor of interest in business and administration research, which spans across different fields such 
as human resources (HRs) and marketing, to the field of operations management, international 
business, strategy and information systems (Magnano et al., 2024). Asiaei et al. (2023) asserted 
that the performance of the organization is playing a high role in determining its success, and the 
concentration on performance by managers, researchers and practitioners is a major parameter 
in success of the organization performance (Odhano et al., 2025). Resource Based View (RBV) 
is a theory that argues that the differences in the performance of firms lie in the heterogeneity of 
the firm specific resources. Strategic resource endowed firms are in a better position to engage in 
competitive strategies and, thus, achieve high performance results. In addition, RBV research has 
justified that internal capabilities and resource configurations determine financial and operational 
performance, and it is clear that the firm performance is essentially an outcome of resource 
heterogeneity and strategic utilization. (Arbelo, Arbelo-Pérez, & Pérez-Gómez, 2024)

2.1.7 	 Entrepreneurial Orientation (EO)

The notion of EO indicates the business decision-making styles, practices, and conduct of 
administrators, which result in new business progress, new or recognized market, new or existing 
commodities, or offerings (Prasannath et al., 2024). Researchers have conceptualized EO as a 
strategic stance that shows practices of strategy making, management viewpoints, and firm level 
performances that are entrepreneurial in every aspect (Clark et al., 2024). The concept of EO as an 
organizational quality was first brought to the academic discourse as a result of the understanding 
that organizations, similarly to individuals, could become entrepreneurial (Wales et al., 2023). 
(Kusa, Suder, & Duda, 2024) think of EO not only as one of the fixed resources but as an active 
behavioral pose that represents a value creating processes pattern. They state that EO is concerned 
with continuous entrepreneurial processes and experimentation, therefore, it acts as a skill that 
allows firms to integrate and coordinate resources to generate new values. Thus, EO can be 
theoretically placed as a mediating factor explaining the effect of organizational resources on the 
performance of firms. Instead of merely enhancing or undermining the linkages among resources 
and results, EO is the behavioural and strategic pathway wherein firms can utilize technological, 
cultural, and outputs of innovation to deliver higher performance. (Ahmed et al., 2024).

413



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

3. Hypothesis Development 

3.1 	 Entrepreneurial Orientation and Firm Performance

	 Companies that are Entrepreneurial oriented attempt to discover and utilize new 
opportunities continuously, develop new values and emerge as market leaders. As per the earlier 
studies, entrepreneurial orientation is a significant aspect that supports to the successful emergence 
of new commodities, high financial and nonfinancial corporate productivity and high social impact 
(Aftab et al., 2024). EO which is a combination of innovativeness, proactiveness and risk taking 
is a firm specific feature that allows the company to utilize its resources to identify opportunities, 
innovate and perform at a high level (Labella-Fernández, Martínez-Egea, & Payán-Sánchez, 
2026). Over the past few years, the domain of entrepreneurial orientation (EO) has been critically 
discussed in terms of theoretical and empirical efforts aimed at comprehending the impact that 
process of entrepreneurial strategy making has on organizational performance  (Lazarte-Aguirre, 
2024).  It has been established in most studies that EO has a valuable influence on the performance 
of organizations. Arguably, a business possessing a high EO concentrates on achieving a high 
performance through developing a value-creating strategy that other competitors cannot replicate 
the gains, or it is too expensive to do so (Crick & Crick, 2023). A very competitive environment 
may necessitate an increased levels of entrepreneurial orientation to combat competition (Saiyed 
et al., 2023).  Hence, the succeeding hypothesis is suggested.

H1: Entrepreneurial Orientation has a positive influence on firm performance. 

3.2 	 Digital technology and Entrepreneurial Orientation

	 Digital technology is seen as the adoption or enhanced use of digital technologies, 
including cloud computing, artificial intelligence, 3D printing, or mobile computing, by the 
government or industries or organizations (Kraus et al., 2023). In this way, DT encourages the 
entrepreneurship. These are activities in different forms, including digital products or services, 
digital platforms, digital tools or infrastructure, digital art, digital entrepreneurial ecosystems, or 
Internet service innovation (Triyono et al., 2023). In the RBV perspective, the digital technologies, 
including data analytics, digital platform, and cloud system, are the strategic resources that a 
firm can mobilize to enhance their entrepreneurial competencies and strategic orientation. 
Companies that successfully integrate digital technologies in their business operations are in a 
better position to formulate entrepreneurial strategies and avail chances of innovations in the 
changing environments (Wulandari & Wardani, 2024). Using digital technologies facilitates 
the new possibilities to improve existing entrepreneurial orientation by streamlining processes, 
managerial, and strategic decision-making (market entry, customer targeting, partnership, pricing 
choices), and customization (Abdelwahed et al., 2025). Digital technologies made it possible to 
develop new business enterprises and digital start-ups that use new technology as an essential part 
of their business processes and operations (Yadav et al., 2024). Therefore, this study proposes the 
following hypotheses: 
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H2: Digital Technology has a significant impact on Entrepreneurial Orientation.

3.3 	 Digital technology and firm performance

	 One of the ways that the usage of digital technologies can improve organization performance 
is the ability to interact with customers, as it can be achieved more often (Sudirjo et al., 2023). 
Researchers are more than ever desperate to prove that digital technologies have an unwavering 
positive effect on the organizational performance (Bunjak et al., 2024). The organization with an 
entrepreneurial orientation is especially well-performing in the settings where the product and 
business model life cycles are short, which is the case with digital technology (Abdelwahed et 
al., 2025). In this vein of reasoning on the topic of inertia, there has been an allusion to the role of 
digital technologies and EO that could intersect to drive performance (Yadav et al., 2024). Digital 
technologies may offer numerous opportunities to firms and more opportunities in question offers 
a higher possibility of finding high-quality opportunities that can carry high potential. In this 
way, digitalization will be able to affect the configuration of an entrepreneurial orientation in 
order to reach high performance (Zahra, Liu, & Si, 2022). According to the resource-based view 
(RBV), digital technologies are viewed as a strategic organizational resource that would help 
companies to build valuable capabilities and enhance operational efficiency. With the help of 
digital technologies, including artificial intelligence, cloud computing, and big data analytics, 
companies can boost the results of innovation and increase their competitive edge, which in the 
end results in excellent performance of the firm (Abdurrahman, 2025).

H3: Digital Technology has a significant impact on Firm Performance.

H4: Entrepreneurial orientation mediates the relationship between digital technology and firm 
performance. 

3.4 	 Cultural diversity and Entrepreneurial Orientation

	 CD can be considered the co-existence of individuals with different group identities in an 
organization. Researcher shows that diversity entails the involvement of all groups of people in 
every level of the organization (Dodd et al., 2024). One can also assume that entrepreneurs have to 
collaborate with other people to polish their ideas and achieve their objectives (Kabir et al., 2023). 
Pro-entrepreneurial cultures promote the growth of personal characteristics and attitudes that align 
with entrepreneurship and, therefore, are more preferred to enhance high EO in companies (Chew, 
Tang, & Buck, 2021). Those organizations that can successfully utilize cultural diversity as a 
strategic asset are at higher probabilities of developing an enhanced entrepreneurial orientation 
and building a sustainable competitive advantage in the shaky and knowledge-based markets 
(Prenzel et al., 2024).
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H5: Cultural Diversity has a significant impact on entrepreneurial orientation.

3.5 	 Cultural diversity and firm performance

	 Closely linked with the studies on cultural strength, cultural heterogeneity is viewed as a 
hindrance to organizational performance by the majority. This school of thought conceives culture 
as a solution to a complicated coordination challenge and considers heterogeneous cultures to be 
harmful to organizational performance since they weaken interpersonal and internal integration 
(Prenzel et al., 2024). Al-Hiyari et al. (2023) examined the influence of culture on EO and 
firm performance on the organizational level. They emphasized the use of the environmental 
and organizational variables because they are associated with the knowledge of entrepreneurial 
orientation to firm performance. In terms of the Resource-Based View (RBV), the superior 
performance is evidenced when firms make good use of the valuable intangible resources, which 
are entrenched in the organization, such as human capital, knowledge diversity, and cultural 
capabilities. Cultural diversity is a significant strategic asset as culturally diverse individuals 
present a heterogeneous knowledge, experiences, and cognitive outlook that improves the capacity 
of a firm to develop new ideas and entrepreneurial opportunities (Sinha et al., 2023). It has been 
discovered in numerous various studies that EO significantly effects firm performance (Gavrić & 
Braje, 2024). Continuing their arguments, CD can add numerous benefits and extra value to the 
work of a firm provided that it is utilized correctly with the help of EO (Marino et al., 2024).  

H6: Cultural Diversity has a significant impact on Firm Performance. 

H7: Entrepreneurial Orientation mediates the relationship between Cultural diversity and a firm 
performance.

3.6 	 Innovation capability and firm performance

	 It has abstracted the idea that the innovation capability is the company ability to create a 
latest outcome by using an integration of the innovation behavior, strategic capacity and within 
organization technological process (Manigandan & Raghuram, 2024). Innovation capacity of a 
firm does not solely rely on the capability of acquiring external knowledge, but rather, by far, 
depends on the capacity of the firm to identify and evaluate the value of the external knowledge 
and apply the external knowledge (Osman Zainal Abidin, 2024). The RBV suggests that 
heterogeneous innovation associated capabilities bring about a sustainable competitive advantage 
since such capabilities are able to convert internal resources into firm value. The empirical 
studies based on this theory have demonstrated that innovation-based resources and capabilities 
that are rich and properly utilized can help to enhance the performance of firms (Wang, Lo, & 
Huarng, 2024). Innovation is said to be the key to the success and existence of companies in this 
informational age. It is true that it offers the roots on which the firm can improve its performance. 
Previous literature has found a positive correlation between the FP and firm innovation capability 
(Tehranian et al., 2024).

H8: Innovation Capability has a significant impact on Firm Performance.
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3.7 	 Open innovation and firm performance

	 OI in the context of organizational innovation is understood as the intentional 
procurement and sharing of knowledge thus accelerating the internal innovation pathways and 
market expansion of externally implemented innovations. This assumption is based on the fact 
that companies must incorporate outside and inside intellectual resources together with parallel 
inside and outside market access in search of technological progress (Liu, Shi, & Yang, 2022). 
The open innovation research is a relatively new topic in the spheres of business sciences and 
management of innovation. Inbound and outbound are applied in this kind of innovation to speed 
up internal innovation and enhance competitiveness (Le & Mohiuddin, 2024). As the uncertainty 
and complexity of technology and the environment keep rising, companies are turning to open 
innovation to guarantee long-term competitiveness (Lu & Chesbrough, 2022). Considering the 
RBV perspective, open innovation practices help a firm to utilize and integrate internal resources 
and external source of knowledge and hence strengthen their strategic resource bases. Such 
combination of internal and external resource will help in enhancing performance of a firm 
through sharing of knowledge and building on relationships with stakeholders that enhances 
continuity of competitive advantage (Tsai et al., 2022). There are works that have discussed the 
overall effects of OI on the firm performance and validated the beneficial impact of items like the 
OI involvement of a firm (Mostafiz, Ahmed, & Hughes, 2025).

H9: Open Innovation has a significant impact on Firm Performance.

Conceptual Framework

Figure 1: Conceptual Framework
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4. 	 Methodology 

4.1 	 Questionnaire Development

	 The type of instrument used to collect the data in this study was a questionnaire that 
was self-administered using the web. The questionnaire was divided into parts that covered 
demographic variables, measures related to the use of DT, EO, IC, OI, SD, and the FP measures. 
All items used were included after thorough examination of relevant literature. Where validated 
measures of those before were available, these measures were taken over; otherwise, known 
scales were modified, adding new items and/or changing existing ones. Everything was carefully 
revised by a small group of professionals who comprised four researchers who had expertise 
in the subject matter and 2 practitioners in the industry who had more than two decades of 
management experience in the industry. To guarantee the validity of the measurement scales and 
address any possible bias of the researcher, the panel discussed the correspondence of every item 
to the underlying constructs, validity of the wording of the items, and the possibilities to improve 
the wording. The attitude of the respondents was measured in a 5-point likert scale that range from 
1 = strongly disagree, through 3 = neutral, to 5 = strongly agree.

4.2 	 Measures 

	 As seen in Table 1, the research utilized previous studies and workshop discussions to 
develop a scale of items, which were tested in a pilot study and assessed using exploratory factor 
analysis to ensure content validity. 

Table 1 
Constructs and Items

4.3 	 Sample Size

	 The sample was taken among the SMEs with a range of employees ranging between 
5 and 300 in the province of Sindh, in Pakistan. The rationale behind the selection of SMEs 
in this study was that they are an important economic involvement of Pakistan. The method of 
identifying the sample was the stratified proportional random sampling method. Moreover, the 
researchers employed the simple random sampling technique in the selection of the respondents 
(Pribadi, Ridwan, & Tjalla, 2025). 
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4.4 	 Data Collection 

	 Data collection was done through questionnaires.  The respondents were asked to consent 
to take part in the survey before the data collection took place, 400 questionnaires were distributed 
randomly among the employees of SMEs. Nevertheless, 388 questionnaires were obtained and 
two of them are not included in the study due to the lack of a significant part of the questionnaire. 
Thus, 386 responses were deemed to be utilized in this study. Out of 386 respondents of the 
survey were Graduate (32.3%), Postgraduate (18%), M Phil (38.4%) and Doctorate (11.3%). The 
mainstream of the respondents was male (57.2%) and female (42.8%). Most of the respondents 
fall under the age group of 31-40 which is 35.7%. 

Table 2 
Respondents’ Profile 

4.5 	 Data Analysis Techniques

	 The information established in this study was handled and analyzed using this analytical 
tool Smart PLS 4. The smart-PLS-SEM approach to theory development is a typical element of 
investigative research that is used by researchers. Structural equation modeling (SEM) method 
supports in the analysis of the linear relationships between the latent constructs and the manifest 
variables. The partial least squares (PLS-SEM) is used to refer to multivariate statistical solutions 
to test a measurement model at the same time, such as, the relation between study constructs and its 
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agreeing pointers with a structural model to signal the relation between the constructs. It can also 
come up with available parameter estimates that can be used to gauge the relationship between 
unobserved variables. Typically, in the single proposed models with multiple associations, the 
computation and testing of many associations are allowed by the SEM technique rather than 
testing the connections individually. The prospective study used the PLS-SEM method to filter 
and evaluate the facts received because it assists in empirical assessment of the created model 
(Abbas et al., 2019).

4.6 	 Results and Analysis 

	 Internal consistency: The internal consistency has been determined through values of 
Cronbach alpha in the current research. The findings are of the study are in Table 3.  The alpha 
values of Cronbach were greater than the recommended alpha of 0.70 by (Gadermann, Guhn, & 
Zumbo, 2012): CD (α =0.745), DT (α =0.701), EO (α =0.788 ), FP (α =0.756 ), IC (α =0.718 ) and 
OI (α =0.732 ).

4.7 	 Convergent validity

	 The convergent validity was measured using factor loadings, average variance extracted 
(AVE) index and composite reliability (CR). The gauge of all the factors also within the prescribed 
value of >0.60 (Hair et al., 2011). Other researchers suggest avoiding the removal of items with 
values that are > 0.4 and less than 0.7 (F. Hair Jr et al., 2014). According to the statistical analysis, 
the outer model also received the results that were more than the recommended ones of CR > 0.7, 
whereas constructs with AVE > 0.5 are FP, CD, DT, EO, IC and OI. 

Table 3
Reliability Analysis and Convergent validity

Table to be continued...
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4.8 	 Cross loadings 

	 It is shown in Table 4 that the item loads on its intended construct are stronger compared 
to the other items (loads on other constructs); the differences in cross-loadings are also greater 
than the recommended cut-off of 0.1 (Gefen & Straub, 2005), which also proves discriminant 
validity 

Table 4
Cross loadings 
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4.9 	 Heterotrait-Monotrait ratios (HTMT) 

	 It is necessary to use the HTMT as a criterion where it is compared with a predetermined 
threshold. In case the value of the HTMT exceeds this level, it is possible to conclude that there is 
a deficiency of discriminant validity. According to some authors, this threshold is 0.90 (Henseler, 
Ringle, & Sarstedt, 2015). 

Table 5
Heterotrait-Monotrait ratios (HTMT)

4.10 	 Discriminant validity 

	 The discriminant validity was assessed in accordance with the line of thought suggested 
by Fornell and Larcker (1981). The assessment identifies the uniqueness of the measurement 
items. The criterion compared the square root of average variance extracted (AVE) of individual 
construct (i.e. diagonal items) and inter-construct (off-diagonal) correlations. According to Table 
6, no diagonal element was higher than off-diagonal correlation, which proves that the constructs 
are empirically different. 
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Table 6 
Discriminant validity 

4.11 	 Structural model 

	 The structural model has been created based on bootstrapping of 5,000 subsections. 
The structural model is accessible in Figure 2, and the model and hypotheses’ outcomes are in 
succeeding sections.

Figure 2: Structural Model
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Figure 3: Measurement Model 

4.12 	 Predictability of the model

	 Table 7 indicates that the adjusted R 2 values of the endogenous constructs are greater 
than 0.10, which means that the structural model has adequate predictive power. 

Table 7 
Predictability of the Model 

4.13 	 Hypothesis Results 

	 The hypothesis outcomes are sum up in Table 8 with a total of nine out of twelve 
hypotheses being supported. Path coefficients in the structural model are the specified relations 
between variables (Crick & Crick, 2023). The results from Table 8 present the hypothesis testing 
outcomes of the structural model using bootstrapping (re-sampling = 1000). The findings reveal 
that EO has a significant and positive relationship with FP (H1: t = 3.703, p = 0.000). Digital 
technologies (DT) significantly influence EO (H2: t = 12.137, p = 0.000) and FP (H3: t = 3.081, 
p = 0.002), while EO meaningfully arbitrates the relationship between DT and FP (H4: t = 3.460, 
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p = 0.001). Cultural diversity (CD) positively affects EO (H5: t = 2.659, p = 0.008) and FP (H6: 
t = 1.969, p = 0.012), and EO mediates their relationship (H7: t = 1.993, p = 0.046). Moreover, 
innovation capability (IC) (H8: t = 2.080, p = 0.038) and open innovation (OI) (H9: t = 2.790, 
p = 0.005) both positively and significantly impact FP. Overall, all hypotheses were supported, 
confirming that EO plays a central mediating role in strengthen firm performance through digital, 
cultural, and innovation factors.

Table 8 
Hypothesis testing

5. 	 Discussion

	 There were nine hypotheses that were tested where all but two were supported. Hypothesis 
(H1) is the hypothesis that there will be a constructive correlation between the entrepreneurial 
orientation (EO) and the firm performance (FP). The analysis provided a high β = 0.221, which 
supports the extensive previous studies Kusa, Suder and Duda (2024) on the positive effect of EO 
on FP. Hypothesis (H2) investigate the connection between DT and EO. The statistically significant 
results (β = 0.513) support the idea that the adoption of DT can improve EO explored by Yadav 
et al. (2024). Hypothesis (H3) deals with the correlation between DT and FP. The calculated 
effect size (β = 0.005) is also consistent with the previous research that indicates how digital 
technologies, like social media and e-commerce, may enhance the performance of firms by helping 
them interact with customers which is evidenced by Abbasi and Hamid (2024). Hypothesis (H4) 
is a test of EO between the DT and FP. The mediation analysis yielded a positive indirect effect 
(β = 0.114) which is in line with literature which suggests that the novel DT initiatives coupled 
with EO can raise FP, as shown in the study of Han et al. (2024). Hypothesis (H5) claims that 
there is a significant correlation between corporate diversification (CD) and EO. This statement 
is justified by the data (the significance of β = 0.134), which is similar to the study of Prenzel et 
al. (2024), who stated that the EO of firms is enhanced by unique values produced with the help 
of CD. Hypothesis (H6) is founded on the association between cultural diversity and FP. The 
positive influence (β = 0.059) proves that previous researchers noted that culturally heterogeneous 
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teams are more likely to produce better performance in comparison to homogenous teams, which 
results in the more efficient resolution of the problems (Torchia & Solarino, 2025). Hypothesis 
(H7) examines EO as a mediator variable between CD and FP. There was a significant mediating 
effect (β = 0.030) which can be resonant with the resource-based perspective that culture, when 
unique, valuable and non-imitative, can generate EO as a strategic resource (Hernández-Linares 
et al., 2024). Hypothesis (H8) looks at how information complexity (IC) affects FP. The findings 
indicate the positive effect (β = 0.120), which is consistent with the past research that indicates 
the impact of IC on the effectiveness of SMEs positively (Manigandan & Raghuram, 2024). 
Hypothesis (H9) determines the correlation between open innovation (OI) and FP. The analysis 
shows that the coefficient of determination (OI) is large and positive (β = 0.186) as it confirms 
previous studies showing that OI results in more favorable firm performance due to the ability to 
identify technology, communicate externally, and expand the network with a foreign industrial 
partner (Mostafiz, Ahmed, & Hughes, 2025). 

	 The study has a contribution to theory by combining the Resource-Based View (RBV) 
and Entrepreneurial Orientation (EO) in one unified framework, proving that Digital Technologies 
(DT) and Cultural Diversity (CD) serve as the strategic resources, EO is an organizational ability, 
and Firm Performance (FP) is a final product. The mediating effect of EO emphasizes that 
resources do not necessarily lead to performance but EO offers the routines and processes, i.e., 
innovativeness, proactiveness, and risk-taking, in which the resources are mobilized successfully, 
which is in line with RBV. Also, the findings build upon the premise that Innovation Capability 
(IC) and Open Innovation (OI) that allow firms to capitalize on internal and external resources to 
produce high performance is essential, in the context of maintaining the competitive advantage 
and achieving high performance outcomes out of heterogeneous resources.

5.1 	 Theoretical Implications

	 The research builds on the Resource-Based View (RBV) by hypothesising the strong 
relations between strategic resources. It assumes that digital technologies and cultural diversity are 
valuable and heterogeneous resources (Willie, 2025). Their interaction increases the performance 
of firms and this is through their synergistic interaction which occurs through the entrepreneurial 
orientation and implemented by the innovation capability and open innovation (Kusa, Suder, & 
Duda, 2024). The findings refine the RBV theoretically and explain how intangible resources and 
dynamic capabilities apply co-evolution to create workable competing edge (Ashfaq et al., 2025). 
The study therefore offers a more comprehensive understanding of the coordination of resources 
and establishes that complementarities and orchestration of resources, and not their presence, 
provide the basis of high performance (Abdurrahman, 2025).

5.2 	 Practical Implications

	 The outcomes of this study show that firms ought to concentrate on the way resources 
can be utilized to increase their capabilities that will subsequently lead to improved performance. 
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Results also motivate the firms to make the risk of newer digital technologies and digitalization 
trend in industries, by being determined to adopt new digital technologies and enhance digital 
capabilities to become leaders in innovation as well as to progress the performance of organizations. 
In relation to the implication of the public policies, the findings indicate that SMEs which form 
open innovation and eco-innovation increase their performance, resulting in improved financial 
outcomes. As such, the implementation of such practices should be promoted through the use of 
public policies (Campos-Núñez & Serrano-Malebrán, 2024). The research on the topic of DT and 
EO has been extensively discussed in science, but the additional worth of our study is that these 
dimensions are discussed as one process. The study will be useful in empirically validating the 
relationship between digitalization and EO by testing a number of hypotheses.

5.3 	 Managerial Implications 

	 The present research has numerous implications on the managers of industrial firms. 
The paper has emphasized strategic resources infrastructure especially behaviors of the managers 
such as EO as being critical in supporting FP. The findings indicate that the resources have a 
direct impact on FP and competitive advantage. To improve FP, managers are to introduce 
multiple entrepreneurial behaviors, which include reactiveness, innovativeness, and risk-taking 
(Abdelwahed et al., 2025). The contribution that the manager can make is the most crucial, as it 
shows that the attempts, investments, and the successful implementation of the innovation model 
can positively affect EO outcomes and FP. The firms should also strive to enhance their capabilities 
and absorptive capacity to create competitive advantage using open innovation. The managers 
should be vigilant and expect their organization to respond to slowing changes because absent 
articulation of digital strategy may cause ductal agendas and a failure to find unity of purpose with 
new ventures. The research offers a significant contribution to company’s managers who want to 
enhance IC, preferring quick adjustment to the ongoing market shifts and greater short and long-
term performances. 

6. 	 Conclusion 

	 Over past few years, complex and competitive environment has ensured organizations 
embrace innovative activities in order to survive and to have competitive advantage of others 
as opposed to past to enhance firm performance. In fact, through defining spatial and temporal 
frames of entrepreneurial actions, DT, CD, OI and IC minimize numerous limitations on the FP 
achievement. This result adds to the literature development since it explains that entrepreneurially 
oriented firms are better placed to revitalize and generate new resources, capitalize on riskier 
opportunities, and stimulate new ideas. The managers should also be able to build the skills in the 
condition of entrepreneurship. The fear of failure can be the key performance barrier especially to 
SMEs. Thus, Organizations with a strong entrepreneurial mindset and a supportive environment 
can respond to environmental changes and seize opportunities.  In today’s world, open innovation 
is critical for recognizing skills beyond the business, purchasing external technologies, and 
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establishing creative activities.  Firms should see digital technologies as an opportunity for 
innovation, risk-taking, and development into new international markets, allowing them to 
become more aggressive. 

6.1 	 Limitations and Future Research Directions 

	 This study has certain limitations. First, the findings are founded on the sample of SMEs 
of the country of Pakistan. Even though we did not encounter any evidence of a certain bias in the 
sample selection and chose this region due to the current tendency of embracing digitalization. 
The future studies are further open due to the way this research was conducted in SMEs. As 
an illustration, the analysis can be useful in duplicating the analysis in organizations in other 
industries, e.g., the technology or food industry, to gain a clearer insight into the applicability 
of findings. Further studies may also aim at removing the subjectivity in the responses by using 
more objective measures. e.g., key performance indicators could be obtained empirically in 
order to be more objective in assessing the achieved results. It may be interesting to make some 
investigations into how the various political, economic, social and environmental contexts may 
affect the model relationships. Lastly, the paper has studied the general impact of CD dimensions. 
Thus, the forthcoming researches are advised to focus on the effects of each dimension separately 
to confirm the great functions of each dimension in the presented model. In addition, the future 
research can also test how open innovation or innovation ability affects the performance of firms 
mediated by EO.  

References

Abbas, J., Balsalobre-Lorente, D., Amjid, M. A., Al-Sulaiti, K., Al-Sulaiti, I., & Aldereai, O.  
	 (2024). Financial innovation and digitalization promote business growth: The interplay  
	 of green technology innovation, product market competition and firm performance.  
	 Innovation and Green Development, 3(1), 100111. https://doi.org/10.1016/j.igd.2023. 
	 100111

Abbas, J., Raza, S., Nurunnabi, M., Minai, M. S., & Bano, S. (2019). The impact of entrepreneurial  
	 business networks on firms’ performance through a mediating role of dynamic capabilities.  
	 Sustainability, 11(11), 3006. https://doi.org/10.3390/su11113006

Abbasi, M. U., & Hamid, F. (2024). Impact of digital marketing strategies on marketing  
	 performance: Role of social media performance and e-commerce. International Journal  
	 of Management Research and Emerging Sciences, 14(3), 161-181. https://doi. 
	 org/10.56536/ijmres.v14i3.656

428



Volume 27 Issue 4, January - March, 2026 Research

PAKISTAN BUSINESS REVIEW

Abdelwahed, N. A. A., Bano, S., Al Doghan, M. A., Aljughiman, A. A., Shah, N., & Soomro,  
	 B. A. (2025). Empowering women through digital technology: unraveling the nexus  
	 between digital enablers, entrepreneurial orientation and innovations. Equality, Diversity  
	 and Inclusion: An International Journal, 44(5), 602-626. https://doi.org/10.1108/EDI- 
	 02-2024-0072

Abdurrahman, A. (2025). Examining the impact of digital transformation on digital product  
	 innovation performance in banking industry through the integration of resource-based  
	 view and dynamic capabilities. Journal of Strategy & Innovation, 36(1), 200540. https:// 
	 doi.org/10.1016/j.jsinno.2025.200540

Aftab, J., Veneziani, M., Sarwar, H., & Ishaq, M. I. (2024). Entrepreneurial orientation and firm  
	 performance in SMEs: The mediating role of entrepreneurial competencies and  
	 moderating role of environmental dynamism. International Journal of Emerging Markets,  
	 19(10), 3329-3352. https://doi.org/10.1108/IJOEM-07-2021-1151

Ahmed, T., Yousaf, A., Clavijo, R. C., & Sanders, K. (2024). Entrepreneurial pathways to  
	 sustainability: a theoretical paper on green human resource management, green supply  
	 chain management, and entrepreneurial orientation. Sustainability, 16(15), 6357. https:// 
	 doi.org/10.3390/su16156357

Akimov, N., Kurmanov, N., Uskelenova, A., Aidargaliyeva, N., Mukhiyayeva, D., Rakhimova,  
	 S., Raimbekov, B., & Utegenova, Z. (2023). Components of education 4.0 in open  
	 innovation competence frameworks: Systematic review. Journal of Open Innovation:  
	 Technology, Market, and Complexity, 9(2), 100037. https://doi.org/10.1016/j.joitmc.2023. 
	 100037

Akter, S., Hossain, M. A., Sajib, S., Sultana, S., Rahman, M., Vrontis, D., & McCarthy, G.  
	 (2023). A framework for AI-powered service innovation capability: Review and agenda for  
	 future research. Technovation, 125, 102768. https://doi.org/10.1016/j.technovation.2023. 
	 102768 

Al-Hiyari, A., Ismail, A. I., Kolsi, M. C., & Kehinde, O. H. (2023). Environmental, social  
	 and governance performance (ESG) and firm investment efficiency in emerging markets:  
	 the interaction effect of board cultural diversity. Corporate Governance: The International  
	 Journal of Business in Society, 23(3), 650-673. https://doi.org/10.1108/CG-03-2022- 
	 0133

Alqahtani, N., Uslay, C., & Yeniyurt, S. (2024). Comparing the moderated impact of entrepreneurial  
	 orientation, market orientation, and entrepreneurial marketing on firm performance.  
	 Journal of Small Business Management, 62(6), 2741-2778. https://doi.org/10.1080/0047 
	 2778.2023.2272267 

429



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

Arbelo, A., Arbelo-Pérez, M., & Pérez-Gómez, P. (2024). Internationalization and individual  
	 firm performance: a resource-based view. Eurasian Business Review, 14(4), 881-915.  
	 https://doi.org/10.1007/s40821-024-00276-5  

Ashfaq, K., Abbas, N., Akram, A., & Shahazdi, I. (2025). The Strategic Impact Of Artificial  
	 Intelligence On Business Innovation And Firm Performance: A Resource-Based View  
	 Approach. Journal of Management & Social Science, 2(4), 868-891. https://doi. 
	 org/10.5281/zenodo.16935303

Asiaei, K., Bontis, N., Askari, M. R., Yaghoubi, M., & Barani, O. (2023). Knowledge assets,  
	 innovation ambidexterity and firm performance in knowledge-intensive companies.  
	 Journal of Knowledge Management, 27(8), 2136-2161. https://doi.org/10.1108/JKM-04- 
	 2022-0277 

Bag, S., Gupta, S., Kumar, A., & Sivarajah, U. (2021). An integrated artificial intelligence  
	 framework for knowledge creation and B2B marketing rational decision making for  
	 improving firm performance. Industrial Marketing Management, 92, 178-189. https:// 
	 doi.org/10.1016/j.indmarman.2020.12.001

Bansal, A., Panchal, T., Jabeen, F., Mangla, S. K., & Singh, G. (2023). A study of human  
	 resource digital transformation (HRDT): A phenomenon of innovation capability  
	 led by digital and individual factors. Journal of Business Research, 157, 113611. https:// 
	 doi.org/10.1016/j.jbusres.2022.113611

Barba-Sánchez, V., Meseguer-Martínez, A., Gouveia-Rodrigues, R., & Raposo, M. L. (2024).  
	 Effects of digital transformation on firm performance: The role of IT capabilities and  
	 digital orientation. Heliyon, 10(6). https://doi.org/10.1016/j.heliyon.2024.e27725

Bertello, A., De Bernardi, P., & Ricciardi, F. (2024). Open innovation: status quo and quo  
	 vadis-an analysis of a research field. Review of Managerial Science, 18(2), 633-683.  
	 https://doi.org/10.1007/s11846-023-00655-8

Bhakar, S., Sharma, P., & Kumar, S. (2024). Ownership structure and firm performance: A  
	 comprehensive review and empirical analysis. Journal of the Knowledge Economy,  
	 15(4), 19824-19865. https://doi.org/10.1007/s13132-024-01893-1

Broekhuizen, T., Dekker, H., de Faria, P., Firk, S., Nguyen, D. K., & Sofka, W. (2023). AI for  
	 managing open innovation: Opportunities, challenges, and a research agenda. Journal of  
	 Business Research, 167, 114196. https://doi.org/10.1016/j.jbusres.2023.114196

430



Volume 27 Issue 4, January - March, 2026 Research

PAKISTAN BUSINESS REVIEW

Bunjak, A., Cerne, M., Philip, J., & Trkman, P. (2024). Comparing the roles of creativity and  
	 digital nativity in predicting general and IT innovativeness. Information Technology &  
	 People. https://doi.org/10.1108/ITP-08-2023-0831 

Campos-Núñez, F., & Serrano-Malebrán, J. (2024). Enhancing Firm Performance: How  
	 Entrepreneurial Orientation and Information Technology Capability Interact. Applied  
	 Sciences, 14(16), 7243. https://doi.org/10.3390/app14167243

Chatterjee, S., Rana, N. P., & Dwivedi, Y. K. (2024). How does business analytics contribute to  
	 organisational performance and business value? A resource-based view. Information  
	 Technology & People, 37(2), 874-894. https://doi.org/10.1108/ITP-08-2020-0603

Chew, T. C., Tang, Y. K., & Buck, T. (2021). The interactive effect of cultural values and  
	 government regulations on firms’ entrepreneurial orientation. Journal of Small Business  
	 and Enterprise Development. https://doi.org/10.1108/JSBED-06-2021-0228

Chi, N. T. K. (2021). Innovation capability: the impact of e-CRM and COVID-19 risk perception.  
	 Technology in Society, 67, 101725. https://doi.org/10.1016/j.techsoc.2021.101725

Clark, D. R., Pidduck, R. J., Lumpkin, G., & Covin, J. G. (2024). Is it okay to study entrepreneurial  
	 orientation (EO) at the individual level? Yes! Entrepreneurship theory and Practice,  
	 48(1), 349-391. https://doi.org/10.1177/10422587231178885

Crick, J. M., & Crick, D. (2023). With a little help from my friends: the interaction between coopetition,  
	 an entrepreneurial orientation and firm performance. International Journal  
	 of Entrepreneurial Behavior & Research, 29(4), 965-985. https://doi.org/10.1108/ 
	 IJEBR-12-2022-1159

Dodd, O., Frijns, B., Gong, R. K., & Liao, S. (2024). Board cultural diversity and firm performance  
	 under competitive pressures. Financial Review, 59(1), 89-111. https://doi.org/10.1111/ 
	 fire.12365

Eden, C. A., Chisom, O. N., & Adeniyi, I. S. (2024). Cultural competence in education: strategies  
	 for fostering inclusivity and diversity awareness. International Journal of Applied  
	 Research in Social Sciences, 6(3), 383-392. https://doi.org/10.51594/ijarss.v6i3.895

El Nemar, S., El-Chaarani, H., Dandachi, I., & Castellano, S. (2025). Resource-based view and  
	 sustainable advantage: a framework for SMEs. Journal of Strategic Marketing, 33(6),  
	 798-821. https://doi.org/10.1080/0965254X.2022.2160486

431



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

Eze, E. C., Sofolahan, O., Omoboye, O. G., & Ameyaw, E. E. (2025). Drivers of digital technologies- 
	 driven circular economy in the Nigerian construction industry: a PLS-SEM approach.  
	 Smart and Sustainable Built Environment. https://doi.org/10.1108/SASBE-10-2024-0438

F. Hair Jr, J., Sarstedt, M., Hopkins, L., & G. Kuppelwieser, V. (2014). Partial least squares  
	 structural equation modeling (PLS-SEM) an emerging tool in business research.  
	 European Business Review, 26(2), 106-121. https://doi.org/10.1108/EBR-10-2013-0128

Ferreira, J. J., Fernandes, C. I., & Veiga, P. M. (2024). The effects of knowledge spillovers, digital  
	 capabilities, and innovation on firm performance: A moderated mediation model.  
	 Technological Forecasting and Social Change, 200, 123086. https://doi.org/10.1016/j. 
	 techfore.2023.123086

Gadermann, A. M., Guhn, M., & Zumbo, B. D. (2012). Estimating ordinal reliability for Likert- 
	 type and ordinal item response data: A conceptual, empirical, and practical guide.  
	 Practical Assessment, Research, and Evaluation, 17(1), 3. https://doi.org/10.7275/ 
	 n560-j767

Gama, F., & Magistretti, S. (2025). Artificial intelligence in innovation management: A review  
	 of innovation capabilities and a taxonomy of AI applications. Journal of product  
	 innovation management, 42(1), 76-111. https://doi.org/10.1111/jpim.12698

Gavrić, T., & Braje, I. N. (2024). Managing cultural diversity and conflict in family businesses:  
	 An organizational perspective. Administrative sciences, 14(1), 13. https://doi.org/10.3390/ 
	 admsci14010013

Gefen, D., & Straub, D. (2005). A practical guide to factorial validity using PLS-Graph: Tutorial  
	 and annotated example. Communications of the Association for Information systems,  
	 16(1), 5. https://doi.org/10.17705/1CAIS.01605 

Gillani, F., Chatha, K. A., Jajja, S. S., Cao, D., & Ma, X. (2024). Unpacking Digital Transformation:  
	 Identifying key enablers, transition stages and digital archetypes. Technological  
	 Forecasting and Social Change, 203, 123335. https://doi.org/10.1016/j.techfore. 
	 2024.123335

Hair, J. F., Ringle, C. M., & Sarstedt, M. (2011). PLS-SEM: Indeed a silver bullet. Journal of  
	 Marketing theory and Practice, 19(2), 139-152. https://doi.org/10.2753/MTP1069- 
	 6679190202

Han, W., Li, X., Zhu, W., Lu, R., & Zu, X. (2024). Knowledge digitization and high-tech  
	 firm performance: A moderated mediation model incorporating business model innovation  
	 and entrepreneurial orientation. Technology in Society, 77, 102536. https://doi. 
	 org/10.1016/j.techsoc.2024.102536

432



Volume 27 Issue 4, January - March, 2026 Research

PAKISTAN BUSINESS REVIEW

Helfat, C. E., Kaul, A., Ketchen Jr, D. J., Barney, J. B., Chatain, O., & Singh, H. (2023). Renewing  
	 the resource‐based view: New contexts, new concepts, and new methods. Strategic  
	 management journal, 44(6), 1357-1390. https://doi.org/10.1002/smj.3500

Henseler, J., Ringle, C. M., & Sarstedt, M. (2015). A new criterion for assessing discriminant  
	 validity in variance-based structural equation modeling. Journal of the academy of  
	 marketing science, 43, 115-135. https://doi.org/10.1007/s11747-014-0403-8

Hernández-Linares, R., López-Fernández, M. C., García-Piqueres, G., Pina e Cunha, M., & Rego,  
	 A. (2024). How knowledge-based dynamic capabilities relate to firm performance: the  
	 mediating role of entrepreneurial orientation. Review of Managerial Science, 18(10),  
	 2781-2813. https://doi.org/10.1007/s11846-023-00691-4 

Huang, J., & Zhou, P. (2025). Open innovation and entrepreneurship: A review from the  
	 perspective of sustainable business models. Sustainability, 17(3), 939. https://doi. 
	 org/10.47297/wspeiWSP2516-253514.20250905

Kabir, A., Ikra, S. S., Saona, P., & Azad, M. A. K. (2023). Board gender diversity and firm  
	 performance: New evidence from cultural diversity in the boardroom. LBS Journal of  
	 Management & Research, 21(1), 1-12. https://doi.org/10.1108/LBSJMR-06-2022-0022

Kraus, S., Vonmetz, K., Orlandi, L. B., Zardini, A., & Rossignoli, C. (2023). Digital entrepreneurship:  
	 The role of entrepreneurial orientation and digitalization for disruptive innovation.  
	 Technological Forecasting and Social Change, 193, 122638. 

Kusa, R., Suder, M., & Duda, J. (2024). Role of entrepreneurial orientation, information  
	 management, and knowledge management in improving firm performance. International  
	 Journal of Information Management, 78, 102802. https://doi.org/10.1177/0971355 
	 7231160332

Labella-Fernández, A., Martínez-Egea, C., & Payán-Sánchez, B. (2026). How does entrepreneurial  
	 orientation influence firm performance? A moderated mediation model of tacit knowledge  
	 and green innovation. Journal of Innovation & Knowledge, 12, 100913. https://doi. 
	 org/10.1016/j.jik.2025.100913 

Lazarte-Aguirre, A. (2024). Pathways to sustainable entrepreneurship: Analysing drivers of  
	 sustainable entrepreneurial orientation. Sustainable Technology and Entrepreneurship,  
	 3(3), 100081. https://doi.org/10.1016/j.stae.2024.100081 

Le, T. T., & Mohiuddin, M. (2024). Organizational inertia and firm performance: mediating role of  
	 green business model, and open innovation in manufacturing SMEs of emerging markets.  
	 Global Journal of Flexible Systems Management, 25(2), 325-341. https://doi.org/10.1007/ 
	 s40171-024-00384-1

433



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

Liu, Z., Shi, Y., & Yang, B. (2022). Open Innovation in Times of Crisis: An Overview of the  
	 Healthcare Sector in Response to the COVID-19 Pandemic. Journal of Open Innovation:  
	 Technology, Market, and Complexity, 8(1), 21. https://doi.org/10.3390/joitmc8010021

Lu, Q., & Chesbrough, H. (2022). Measuring open innovation practices through topic modelling:  
	 Revisiting their impact on firm financial performance. Technovation, 114, 102434. https:// 
	 doi.org/10.1016/j.technovation.2021.102434

Luijters, K., Van der Zee, K. I., & Otten, S. (2008). Cultural diversity in organizations: Enhancing  
	 identification by valuing differences. International Journal of Intercultural Relations,  
	 32(2), 154-163. https://doi.org/10.1016/j.ijintrel.2007.09.003

Magnano, D. G., Grimstad, S. M. F., Glavee-Geo, R., & Anwar, F. (2024). Disentangling circular  
	 economy practices and firm’s sustainability performance: a systematic literature review  
	 of past achievements and future promises. Journal of Environmental Management, 353,  
	 120138. https://doi.org/10.1016/j.jenvman.2024.120138 

Manigandan, R., & Raghuram, J. N. V. (2024). Innovation capability as a catalyst: unravelling the  
	 mediating effect between entrepreneurial orientation and firm performance in family  
	 businesses. International Journal of Work Innovation, 5(1), 1-21. https://doi.org/10.1504/ 
	 IJWI.2024.136095

Marino, L., Kreiser, P., Lee, Y., Holwerda, J., & Kuratko, D. (2024). Getting by With a Little Help  
	 From Our Friends: Cultural Influences on Entrepreneurial Orientation and Strategic  
	 Alliance Portfolio Diversity in SMEs. Journal of Small Business Strategy, 34(1), 80-110.  
	 https://doi.org/10.53703/001c.117032

Mostafiz, M. I., Ahmed, F. U., & Hughes, P. (2025). Open innovation pathway to firm performance:  
	 the role of dynamic marketing capability in Malaysian entrepreneurial firms. International  
	 Journal of Entrepreneurial Behavior & Research, 31(2/3), 673-701. https://doi. 
	 org/10.1108/IJEBR-02-2022-0206

Nassereddine, M., & Khang, A. (2024). Applications of Internet of Things (IoT) in smart cities.  
	 In Advanced IoT technologies and applications in the industry 4.0 digital economy (pp.  
	 109-136). CRC Press. https://doi.org/10.1201/9781003434269-6

Neri, A., Negri, M., Cagno, E., Franzò, S., Kumar, V., Lampertico, T., & Bassani, C. A. (2023).  
	 The role of digital technologies in supporting the implementation of circular economy  
	 practices by industrial small and medium enterprises. Business Strategy and the  
	 Environment, 32(7), 4693-4718. https://doi.org/10.1002/bse.3388

434



Volume 27 Issue 4, January - March, 2026 Research

PAKISTAN BUSINESS REVIEW

Niemand, T., Rigtering, J. C., Kallmünzer, A., Kraus, S., & Maalaoui, A. (2021). Digitalization in  
	 the financial industry: A contingency approach of entrepreneurial orientation and  
	 strategic vision on digitalization. European Management Journal, 39(3), 317-326. https:// 
	 doi.org/10.1016/j.emj.2020.04.008 

Odhano, Q. A., Mahmood, T., Naqvi, S. R., & Ahmed, M. (2025). From Knowledge to Growth:  
	 How Intellectual Capital Drives Technological Innovation and Firm Performance in  
	 Pakistan’s Manufacturing Sector. Annual Methodological Archive Research Review,  
	 3(6), 147-162. 

Osman Zainal Abidin, J. (2024). An empirical investigation into the significance of intellectual  
	 capital and strategic orientations on innovation capability and firm performance in  
	 Malaysian information and communications technology (ICT) small-to-medium  
	 enterprises (SMEs) RMIT University]. https://doi.org/10.25439/rmt.27333030

Ozdemir, S., de Arroyabe, J. C. F., Sena, V., & Gupta, S. (2023). Stakeholder diversity and  
	 collaborative innovation: Integrating the resource-based view with stakeholder theory.  
	 Journal of Business Research, 164, 113955. https://doi.org/10.1016/j.jbusres.2023.113955

Paolone, F., Pozzoli, M., Chhabra, M., & Di Vaio, A. (2024). Cultural and gender diversity for  
	 ESG performance towards knowledge sharing: empirical evidence from European  
	 banks. Journal of Knowledge Management, 28(11), 106-131. https://doi.org/10.1108/ 
	 JKM-05-2023-0445

Penrose, R. (1959). The apparent shape of a relativistically moving sphere. Mathematical  
	 Proceedings of the Cambridge Philosophical Society, https://doi.org/10.1017/S030500 
	 4100033776

Prasannath, V., Adhikari, R. P., Gronum, S., & Miles, M. P. (2024). Impact of government support  
	 policies on entrepreneurial orientation and SME performance. International  
	 entrepreneurship and management journal, 20(3), 1533-1595. https://doi.org/10.1007/ 
	 s11365-024-00993-3

Prenzel, P., Bosma, N., Schutjens, V., & Stam, E. (2024). Cultural diversity and innovative  
	 entrepreneurship. Small Business Economics, 63(4), 1381-1414. https://doi.org/10.1007/ 
	 s11187-024-00888-1

Pribadi, J., Ridwan, A., & Tjalla, A. (2025). Comparison of the Accuracy of Stratified Random  
	 Sampling and Simple Random Sampling Methods in National Assessment (AN). Eduvest- 
	 Journal of Universal Studies, 5(6), 6886-6895. https://doi.org/10.59188/eduvest.v5i6. 
	 51460 

435



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

Rahahle, M. Y., Haija, A. A. A., Azzam, M., Anagreh, S., Maabreh, H. M. A., Saatchi, S. G.,  
	 Sarram, M., Dawood, D. A., Al-Hawary, S. I. S., & Al-Momani, A. a. (2024). Evaluating  
	 the impact of e-accounting systems on firm performance: a structural equation modeling  
	 approach. In Artificial Intelligence and Economic Sustainability in the Era of Industrial  
	 Revolution 5.0 (pp. 1193-1209). Springer. https://doi.org/10.1007/978-3-031-56586- 
	 1_87

Saha, R., Kabir, M. N., Hossain, S. A., & Rabby, S. M. (2024). Impact of diversity and inclusion  
	 on firm performance: moderating role of institutional ownership. Journal of Risk and  
	 Financial Management, 17(8), 344. https://doi.org/10.3390/jrfm17080344

Saiyed, A. A., Tatoglu, E., Ali, S., & Dutta, D. K. (2023). Entrepreneurial orientation, CEO power  
	 and firm performance: an upper echelons theory perspective. Management Decision,  
	 61(6), 1773-1797. https://doi.org/10.1108/MD-05-2022-0641 

Saunila, M., Nasiri, M., Ukko, J., & Rantala, T. (2019). Smart technologies and corporate  
	 sustainability: The mediation effect of corporate sustainability strategy. Computers in  
	 Industry, 108, 178-185. https://doi.org/10.1016/j.compind.2019.03.003 

Shah, N., Zehri, A. W., Saraih, U. N., Abdelwahed, N. A. A., & Soomro, B. A. (2024). The role  
	 of digital technology and digital innovation towards firm performance in a digital  
	 economy. Kybernetes, 53(2), 620-644. https://doi.org/10.1108/K-01-2023-0124

Singh, S. K., Gupta, S., Busso, D., & Kamboj, S. (2021). Top management knowledge value,  
	 knowledge sharing practices, open innovation and organizational performance. Journal  
	 of Business Research, 128, 788-798. https://doi.org/10.1016/j.jbusres.2019.04.040

Sinha, K. K., Steel, P., Saunders, C., & Fariborzi, H. (2023). Balancing entrepreneurial and  
	 learning orientations: A meta-analytic approach to understanding performance variability.  
	 Journal of Business Venturing Insights, 20, e00415. https://doi.org/10.1016/j.jbvi.2023. 
	 e00415

Sudirjo, F., Mustafa, F., Astuti, E. D., Tawil, M. R., & Putra, A. S. B. (2023). Analysis of the  
	 influence of hedonic motivation, digital devices ease of use perception, benefits of  
	 digital technology and digital promotion on intention to use of digital wallets consumers.  
	 Jurnal Informasi Dan Teknologi, 33-38. https://doi.org/10.60083/jidt.v5i4.415

Sullivan, Y., & Wamba, S. F. (2024). Artificial intelligence and adaptive response to market  
	 changes: A strategy to enhance firm performance and innovation. Journal of Business  
	 Research, 174, 114500. https://doi.org/10.1016/j.jbusres.2024.114500

436



Volume 27 Issue 4, January - March, 2026 Research

PAKISTAN BUSINESS REVIEW

Tehranian, K., Khorsand, M.-S., Zarei, M., Arani, G. G., Banabari, H. G., & Sasani, F. (2024).  
	 Unveiling the Impact of Social Media Usage on Firm Performance: The Mediating  
	 Influence of Organizational Agility and Innovation Capability. Tehnički glasnik, 18(4),  
	 540-548. https://doi.org/10.31803/tg-20230918233848

Torchia, M., & Solarino, A. (2025). Gender, ethnic and nationality board diversity and firm  
	 performance: a meta-analysis. Corporate Governance: The International Journal of  
	 Business in Society. https://doi.org/10.1108/CG-08-2023-0332

Triyono, M. B., Mutohhar, F., Kholifah, N., Nurtanto, M., Subakti, H., & Prasetya, K. H. (2023).  
	 Examining the mediating-moderating role of entrepreneurial orientation and digital  
	 competence on entrepreneurial intention In vocational education. Journal of Technical  
	 Education and Training, 15(1), 116-127. https://doi.org/10.30880/jtet.2023.15.01.011

Tsai, F.-S., Cabrilo, S., Chou, H.-H., Hu, F., & Tang, A. D. (2022). Open innovation and SME  
	 performance: The roles of reverse knowledge sharing and stakeholder relationships.  
	 Journal of Business Research, 148, 433-443. https://doi.org/10.1016/j.jbusres.2022.03.051

Vrontis, D., Chaudhuri, R., & Chatterjee, S. (2022). Adoption of Digital Technologies by SMEs for  
	 Sustainability and Value Creation: Moderating Role of Entrepreneurial Orientation.  
	 Sustainability, 14(13), 7949. https://doi.org/10.3390/su14137949

Wales, W. J., Covin, J. G., Schüler, J., & Baum, M. (2023). Entrepreneurial orientation as a  
	 theory of new value creation. The Journal of Technology Transfer, 48(5), 1752-1772.  
	 https://doi.org/10.1007/s10961-023-10021-1

Wang, S., & Zhang, H. (2024). Digital capabilities and metaverse entrepreneurial performance:  
	 Role of entrepreneurial orientation. Journal of Innovation & Knowledge, 9(4), 100617. 

Wang, Y.-Z., Lo, F.-Y., & Huarng, K.-H. (2024). What shapes innovative firms’ performance? A  
	 multi-level analysis. Journal of Innovation & Knowledge, 9(4), 100599. https://doi. 
	 org/10.1016/j.jik.2024.100599

Willie, M. (2025). Leveraging digital resources: a resource-based view perspective. Golden Ratio  
	 of Human Resource Management, 5(1), 01-14. https://doi.org/10.52970/grhrm.v5i1.415

Wulandari, F., & Wardani, M. K. (2024). Open innovation in village-owned enterprises: the role  
	 of entrepreneurial orientation in improving financial and social performance. Cogent  
	 Business & Management, 11(1), 2350079. https://doi.org/10.1080/23311975.2024.23500 
	 79

437



Volume 27 Issue 4, January - March, 2026

PAKISTAN BUSINESS REVIEW

Research

Yadav, U. S., Vyas, S., Kanchan, Ghosal, I., & yadav, A. K. (2024). Impact of entrepreneurial  
	 leadership, Social media, digital technology, Entrepreneurial orientation and innovation  
	 on business performance in the handicraft sector: Talent management as mediating  
	 construct. Journal of Innovation and Entrepreneurship, 13(1), 72. https://doi.org/10.1186/ 
	 s13731-024-00434-z

Zahra, S. A., Liu, W., & Si, S. (2022). How digital technology promotes entrepreneurship in  
	 ecosystems. Technovation, 102457. https://doi.org/10.1016/j.technovation.2022.102457

Zhang, R., & Chen, L. (2025). Enterprise positioning in global technology markets: How  
	 innovation capability and data-asset transparency shape export technology complexity.  
	 Finance Research Letters, 108623. https://doi.org/10.5081/jgps.21.1.79

Zhao, X., Li, X., Li, Y., & Wang, Z. (2024). The impact of digital transformation on firm performance.  
	 Industrial Management & Data Systems, 124(8), 2567-2587. https://doi.org/10.1108/ 
	 IMDS-09-2023-0661

This work is licensed under a Creative Commons Attribution 4.0 International License

438


