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Abstract: The performance of small enterprises in the textile-based manufacturing sector holds significant implications for economic
development in Kenya. This study aimed to examine the influence of risk-taking propensity on the performance of textile-based
manufacturing small enterprises in Kenya. Adopting a mixed-method research design, the study systematically integrated quantitative
and qualitative methods to gain a comprehensive understanding of this phenomenon. The target population included 1, 353 registered
textile manufacturing SMEs across various economic blocs in Kenya, representing a diverse spectrum of the industry. A purposive,
stratified, and simple random sampling technique was applied to select a sample of production and technical supervisors from these
SMEs. This multi-method approach enabled a thorough exploration of risk-taking behavior and its impact on performance. Quantitative
data analysis, conducted using the Statistical Package for Social Sciences (SPSS), revealed a significant and positive relationship between
risk-taking propensity and the performance of textile-based manufacturing small enterprises. Enterprises that exhibited a greater
willingness to take calculated risks and explore new opportunities demonstrated superior performance outcomes. Qualitative data
analysis, employing content analysis, further enriched these findings by providing insights into the ""how' and "‘why"" aspects of risk-
taking behavior among entrepreneurs in the sector. This qualitative dimension elucidated the underlying motivations and strategies that
drove risk-taking decisions, offering a more holistic perspective. In conclusion, this study establishes that risk-taking propensity is a
pivotal determinant of performance in textile-based manufacturing small enterprises in Kenya. The recommendations derived from this
research underscore the importance of fostering a culture of risk-taking and an entrepreneurial mindset, facilitating knowledge exchange
and collaboration, ensuring access to financial resources, and creating a supportive policy environment.
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opportunities (Wales, Kraus, Filser, Stockmann, & Covin,
2023), is more likely to exhibit a greater risk-taking
propensity. In this regard, this study delves into assessing the
influence of risk-taking propensity on the performance of

1. Introduction

Textile-based manufacturing Micro and Small Enterprises
(MSEs) play a pivotal role in Kenya's economic, industrial,

and social development. These enterprises, constituting a
significant proportion (93.7%) of businesses, contribute 3
percent to the country's GDP and generate approximately 30
percent of annual job opportunities (Ndalira, Ngugi, &
Chepkulei, 2020). Furthermore, Onyango and Tomecko
(2021) highlight their substantial contribution of
approximately 33 percent in value addition, particularly
within the manufacturing sector. However, the growth and
sustainability of these MSEs in Kenya face considerable
uncertainty, with only a third managing to endure beyond
their initial three years of establishment. The success of these
enterprises is intricately tied to the entrepreneurial behavior
of their leaders. Policymakers and stakeholders recognize the
importance of ensuring that entrepreneurs are well-equipped
with entrepreneurial orientation (EO) to enhance their
prospects (Wiklund & Shepherd, 2019).

In light of this context, numerous studies conducted in
developed economies have emphasized the significance of
EO in the performance of textile-based manufacturing
enterprises (Covin, Green, & Slevin, 2020). EO entails an
entrepreneur's propensity to innovate, proactively explore
new ideas, and, notably, embrace risk-taking (Rauch et al.,
2021). This risk propensity is a critical aspect of an
entrepreneur's willingness to venture into business endeavors
with an acceptance of uncertainty and without complete
knowledge of potential outcomes. It is often observed that a
proactive entrepreneur, inclined towards seizing market

textile-based manufacturing small enterprises in Kenya,
recognizing the crucial role this dimension plays in shaping
their outcomes and competitiveness.

1.1 Statement of the Problem

To operate a successful enterprise, a comprehensive
understanding of  Entrepreneurial  Orientation  (EO)
dimensions is imperative, both at the individual level and
within top management. Attaining desired levels of
performance necessitates entrepreneurial behaviors, such as
innovation, the pursuit of opportunities with zeal, resource
risk-taking, and proactive engagement with competitors in the
market (Basile, 2021). Empirical research conducted in
developed countries has consistently demonstrated that the
adoption of EO practices empowers manufacturing
businesses to harness technology effectively, resulting in
improved overall business performance (Zahra, 2021).
Kenya's Small and Medium-sized Enterprises (SMEs) in
textile manufacturing experienced a remarkable performance
surge between 1963 and 1986. During this period, 52 textile
mills operated, annually producing an average of 83 million
square meters of textiles and employing over 42, 000
individuals (Imo & Maiyo, 2020). However, a dramatic shift
in circumstances led to a substantial decline in manufacturing
capacities by 1993. Only 15 textile mills remained
operational, but they were performing below capacity,
ultimately culminating in the extensive closure of textile
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manufacturing enterprises. A study conducted by Kiraka,
Kobia, and Katwalo (2021) unveiled a direct connection
between the excessive closures of textile mills and various
personality traits coupled with lower levels of Entrepreneurial
Orientations. These traits collectively form entrepreneurial
behavior, encompassing key dimensions like innovativeness,
risk-taking, proactiveness, and competitive aggressiveness.
These dimensions empower businesses to make astute
decisions that enhance overall performance (Covin et al.,
2021). Unfortunately, textile-based manufacturing SMEs in
Kenya were found to lack these vital entrepreneurial traits,
hindering their potential benefits.

Multiple studies focused on SME performance have indicated
that the absence of entrepreneurial behavior deprives these
enterprises of numerous advantages. This includes the
inability to establish innovative strategic postures, thereby
dampening their overall performance (Njoroge & Kaluyu,
2022). Additionally, a lack of a proactive approach to global
market trends hampers their ability to stimulate international
business activities (Tarus & Ng'ang'a, 2021). Moreover, their
failure to spot opportunities for new inventions stifles their
propensity to take risks (Kobia & Sikalieh, 2020). The
absence of competitive aggressiveness also makes it
challenging for them to challenge competitors, hinder their
entry into new markets, or improve their position within the
marketplace (Bouncken, Kraus, & Roig-Tierno, 2023).

The dire consequences of SMEs' inability to practice EO
culminated in the widespread closure of textile-based
manufacturing enterprises. The government, recognizing
SMEs as a catalyst for industrial transformation, has initiated
a series of policy measures to address challenges afflicting
manufacturing SMEs. These include measures to enhance
market access, support entrepreneurial and technical skills,
foster coordination among sector stakeholders, provide
subsidies, and foster collaborations with development
partners (Mutai, 2020). However, despite the government's
earnest initiatives to revitalize textile manufacturing SMEs,
the desired results have remained -elusive (Kiprotich,
Kimosop, Chepkwony, & Kemboi, 2021). The decline in the
performance of textile-based Manufacturing MSEs raises a
fundamental question: Could there be a missing link in the
implementation of EO concerning the performance of textile-
based manufacturing SMEs? Otieno, Bwisa, & Kihoro (2020)
wisely recommended further studies to ascertain the influence
of EO on manufacturing enterprises. Consequently, this study
embarked on an exploration to examine the effect of EO on
the performance of textile-based manufacturing MSEs in
Kenya, with a moderating influence considered from the
perspective of Competitive Advantage.

1.2 Study Objective
The objectives of the study were to establish the influence of

risk-taking propensity on the performance of textile-based
manufacturing small enterprises in Kenya.

2. Literature Review
Resource-Based Theory (RBT) underscores the significance

of an enterprise's distinct resources, competencies, and
organizational capabilities in attaining a competitive

advantage (Barney, Ketchen Jr, & Wright, 2020). According
to RBT, an organization's resources are pivotal when
engaging in entrepreneurial activities, forming a logical link
between these resources, production capabilities, and
performance. These resources can encompass natural or
tangible elements, as well as intangible assets like human
capital and organizational expertise, along with technology
and financial capital. Intellectual capital, as Penrose (2021)
argues, is an intangible yet challenging asset to replicate. It
can be uniquely developed to suit an enterprise's needs,
enabling it to gain a competitive advantage over rivals. In the
context of this study, the RBT is relevant since it accentuates
the distinctive abilities of entrepreneurs and their utilization
of Entrepreneurial Orientation (EO) dimensions to enhance
business performance. Concerning organizational
capabilities, the theory elucidates that an enterprise's
performance hinges on its innovative utilization of available
resources (Penrose, 2021; Wernerfelt, 2020). This study
operationalized the EO dimensions using RBT, assessing
their contributions to the performance of textile-based
manufacturing enterprises.

The economic entrepreneurship theories, initially introduced
by Richard Cantillon in the 1700s, portray entrepreneurs as
risk-takers, drawing from classical and neoclassical economic
concepts and the Austrian market process (AMP).
Schumpeter & Nichol (2021) assert that entrepreneurship
plays a vital role by introducing new goods or services, a
fundamental business function. This perspective aligns with
Fiet's viewpoint (2021), emphasizing that entrepreneurs
utilize episodic information to create value by developing
goods and services tailored to specific markets. The value
generated by individual entrepreneurs empowers enterprises
to deploy their capital more effectively than competitors,
leading to substantial advantages and enhanced overall
performance. The study heavily relied on the Schumpeterian
model to investigate how enterprises create value by
innovating and navigating challenges posed by competitors in
a dynamic economic environment.

Psychological entrepreneurship theory, as articulated by
Mitterer (2021), posits that individuals are guided by
personality traits influencing their daily activities, including
entrepreneurial endeavors. The theory suggests that
individuals with distinct psychological traits tend to exhibit
particular inclinations toward entrepreneurship, with these
traits shaped by individual experiences and environmental
exposures. These traits may encompass a propensity for risk-
taking, a drive for high achievement, proactiveness,
creativity, and more. Begley & Boyd's study (2021) found
that entrepreneurs with an internal locus of control believe
their skills determine outcomes, while Potrich and
Cavalheiro's  research  (2022) indicates that some
entrepreneurs attribute business outcomes to external forces
like luck or fate. The willingness to embrace actions involving
uncertainty is influenced by an entrepreneur's risk-taking
disposition. High achievers set and strive to attain challenging
goals, while individuals with a strong desire for autonomy and
influence tend to thrive in competitive environments, often
seeking alternative ways of doing things that can lead to
venture creation. This theory illuminates individual traits that
shape entrepreneurial behavior, ultimately influencing
decision-making and fostering a competitive and aggressive
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entrepreneurial philosophy.

The Diffusion of Innovation (DOI) Theory, developed by E.
M. Rogers in 1962, underscores the crucial role of consumers
in spreading novel ideas or products throughout society
(Rogers, 2021). It details how innovations can be
communicated to target audiences (Baskerville & Pries-Heje,
2021; Van de Ven & Poole, 2020). According to Wejnert

(2020), the level of acceptability of innovations in a business
environment is influenced by the nature of the innovation and
the characteristics of its owners. DOI's primary objective is to
encourage target groups to adopt new innovations and
positively alter their behaviors in favor of the offered product
or service. This theory closely relates to the study as it
accelerates technology adoption, particularly in the context of
textile-based manufacturing enterprises.

Risk Taking Propensity
+  Strategic Risk

* Fmnancial Risk

+  Operational Risk

Independent Variable

—_—.

Performance

s Sales Turnover

* Level of employee Satisfaction
+  Profitability

Dependent Variable

Competitive Advantage
*  Product differentiation
o Cost structuring

Moderating Variable

2.1 Risk-taking Propensity and performance of textile-
based manufacturing SMEs

Though the risk is implicit in any business venture, little
empirical research accurately captures how constituents of
risk impact the choice of business venture (OECD Online,
2020). Enterprises characterized by a high propensity for risk-
taking are believed to exploit potential opportunities and
achieve superior performance in competitive environments
(Pérez & de Val, 2020). Numerous studies corroborate that
risk-taking behavior significantly correlates with positive
enterprise performance (Schillo, 2021; Chandra, 2021).
Entrepreneurs often leverage risk-taking to outmaneuver
competitors and seize new market opportunities. High-
performing enterprises tend to embrace risk and confront
uncertainties in their operational environments (Chandra,
2021; Decker et al., 2021). However, it is important to note
that not all risks yield positive outcomes; poorly managed
risks can lead to enterprise failure (Morris & Jones, 2022).
Although a certain level of risk is essential for fostering
innovation, success is contingent upon strategic risk
management (Lumpkin & Dess, 2021). Furthermore, the
competitive advantage of enterprises that embrace risk-taking
is not guaranteed, particularly in saturated markets where
competition is fierce (Baum & Locke, 2021).

2.2 Strategic risk and performance of textile-based
manufacturing SMEs

The growth of an enterprise heavily relies on how effectively
entrepreneurs execute their strategies to avoid business
failure, particularly in response to technological changes or
evolving market conditions. Without a proper assessment of
enterprise risk appetite and tolerance levels, these shifts can
pose significant threats. This perspective is supported by
Maragia (2008), who concluded that changes in customer
demands could substantially impact the strategic direction of
an enterprise if strategic managers fail to focus on both
internal and external factors that influence customer
perceptions of product offerings. Consequently, enterprises

that properly implement entrepreneurial orientation (EO) tend
to achieve superior performance compared to those that do
not integrate EO dimensions into their operations. A study by
Deakin (1996) confirmed this, revealing that enterprises
implementing EO dimensions through comprehensive
training whenever new changes occur in senior management
reported improved performance.

3. Methodology

The study employed a mixed-method research design,
integrating both quantitative and qualitative research methods
to comprehensively explore and understand a phenomenon
(Fetters et al., 2019). This approach was chosen for its
capacity to provide a holistic understanding of the research
subject and facilitate the formation of objective and scientific
conclusions (Kothari, 2021; Creswell & Creswell, 2022). In
particular, the qualitative approach played a central role in the
study, supplementing the quantitative data by delving into the
"how" and "why" aspects of the variables under investigation.
It enabled the study to collect vital data, establish trends, and
uncover relationships from respondents’ responses.

The target population for this study consisted of 1, 353 SMEs
in the textile manufacturing sector, which were registered
members drawn from Kenya's five economic blocs: Lake
Region Economic Bloc (LREB), North Rift Economic Bloc
(NOREB), Jumuia Ya Kaunti Za Pwani, South Eastern Kenya
Economic Bloc, and Mt Kenya and Aberdares Region
Economic Bloc, as well as Nairobi.

The study employed a combination of purposive, stratified,
and simple random sampling techniques. Purposive sampling
allowed for the selection of case subjects with the requisite
information and characteristics relevant to the study
objectives. The sampling frame encompassed all production
and technical supervisors within the 1, 353 registered textile
manufacturing SMEs in Kenya, as per the KAM Annual
Report of 2018.
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Quantitative data were processed and analyzed using the
Statistical Package for Social Sciences (SPSS) version 23.
This involved coding, data entry, and addressing any data
discrepancies. Descriptive statistics, such as frequencies,
measures of central tendency, and dispersion, were used to
analyze descriptive variables. Inferential statistics, including
factor and correlation analysis, were employed to assess the
relationships and directions of influence between predictor
and criterion variables.

Qualitative data, on the other hand, underwent content
analysis. Content analysis entailed categorizing qualitative
data and subsequently analyzing these categories through
conceptual and relational analyses. Conceptual analysis
aimed to identify the existence and frequency of concepts,
themes, or characters within the data, while relational analysis
explored the interrelationships among these concepts in the
text. The outcomes of these analyses were utilized to draw
inferences regarding the study phenomenon.

Data presentation employed statistical and graphical
techniques, depending on the nature of the data. Quantitative
data were presented using tables, while qualitative data were
presented descriptively. This comprehensive approach
facilitated the formulation of robust conclusions and
recommendations pertinent to the study's objective.

4. Findings

Response Rate and Reliability

According to Orodho, Waweru, Ndichu, & Nthinguri (2013)
, the response rate is the extent to which final data sets include
all sampled members. It is the percentage of respondents who
successfully responded to the survey. The researcher
distributed 300 questionnaires, of which 292 were received,
translating to an overall response rate of 97%. In a study on
the relationship between governmental laws and the
entrepreneurial orientation of small and medium firms in
Kenya, recent studies in entrepreneurship concentrating on
SMEs revealed a response rate of 97% (Kimando, 2016).
Mugenda and Mugenda (2003) state that a response rate of
50% is acceptable, a response rate of 60% is good, and a
response rate of more than 70% is great. According to
(Mugenda & Mugenda, 2003) , a 50 % response rate is
considered adequate, 60% is good, and above 70% is
considered excellent. Given the above, this study's 97%
response rate was reasonable.

S/No. Variable No of | Cronbach's Remarks
Items Alpha

1. Performance 9 .820 Accepted

2. Strategic Risk 8 725 Accepted

3. Financial Risk 8 .804 Accepted

4. Operation Risk 10 .766 Accepted

The study sought to establish whether the research instrument
was consistent by correlating the items in the tool to yield a
correlation coefficient referred to as Cronbach’s Alpha (a). A
tool is consistent when the value of Cronbach’s Alpha is equal
to or is more significant than 0.7; otherwise, it is inconsistent
(Gupta, Naraniwal, & Kothari, 2012) . From Table 4.1, shown
below, Cronbach's Alpha test results for the dependent

variable and independent variables showed that the variables
were significant with greater values than 0.6 hence were all
accepted.

4.1 Descriptive Analysis

The ability of the textile-based manufacturing companies to
identify, plan and mitigate against risks was sought. Items (a)
to (j) in Table 1, shown below, captured respondents' opinions
concerning the production process's strategic, financial, and
operational risks. When asked to comment on the statement
that their company does not shy away from funding untested
production techniques, 53.3% (M=2.70, SD=1.32) of the
respondents agreed. In comparison, 47% (M=2.95, 1.54) of
the respondents observed that the company was always
guided by financial policy on risk matters when seeking a
massive credit facility from financial institutions. While on
the other hand, 72.4% (M=2.86, SD=1.15) of respondents
confirmed that their companies consistently met the financial
limits thresh-hold in all projects, even though the global
market forces proved challenging due to severe competition.

Moreover, 58.8% (M=2.45, SD=1.45) of the respondents in
the study agreed that their companies' strategy supported
projects with high operational risks so long as they supported
the performance targets. Similarly, a majority of 80%
(M=3.37, SD=1.12) of the respondents agreed that the
company was not bold enough to maximize opportunity
exploitation in the face of operational risks, the company was
not bold to maximize on opportunity exploitation. A total of
51.1% (M=2.43, SD= 1.15) of respondents agreed that the
size of their companies was small and could not enjoy the
economy of scale compared with established large-scale
manufacturers. Additionary, 51.1% (M=2.92, SD=1.66) of
respondents agreed that the company’s technical and
operational staff receive training or trade advisory from the
government. However, the researcher infers that some
companies preferred to be independent from the government
training and advisory services and had training budget
programs.

On whether the company maintained a health register of all
employees in line with a workplace safety policy, 51.8%
(M=3.05, SD =1.15) of respondents verified the statement's
accuracy.79.6% (M=2.65, SD=1.41) of the respondents
confirmed that their company adhered to employees'
remuneration in line with labor laws. Finally, on whether the
company had dedicated staff to take care of all statutory
requirements, 56.1% (M=2.66, SD=129) of the respondents
ascertained that the company had assigned statutory duties to
a dedicated employee to handle tax and financial issues. In
addition, the findings are consistent with those of Zachary,
Kariuki, & Mwangi (2017) that SMEs are faced with
numerous challenges in the context of taxation and there has
been hostility between the taxpayers and tax collectors on
issue relating to tax compliance in Kenya. However, reported
a positive relationship between EO and performance of
textile-based SMEs. The researcher infers therefore that
SMEs that are strategic in implementation of EO in their
financial and operational process can receive higher returns
compared to their less risk-taking rivals.
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Table 1: Risk-Taking Propensity

Statements gt_rongly Disagree | Neutral | Agree Strongly Mean | SD
isagree Agree

The company does not hesitate to fund new production

techniques even if they have not been tested. 48 (17.7) | 67 (24.6) | 12 (4.4) 196 (35.3) | 49 (18.0) | 2.70 | 1.32

The company is always guided by financial policy on risk

matters when seeking a massive credit facility from financial | 68 (25.0) | 60 (22.1) | 16 (5.9) |79 (29,0) | 49 (18.0) | 2.95 | 1.54

institutions.

The company always adhere to the financial limits in all project. | 23 (8.5) | 35(12.9) | 17 (6.3) |121 (44.7)| 75(27.7) | 2.86 | 1.15

Taking r’ngh operational nsk; has alwa_lys characterized the 30 (911.0) | 72 (26.5) | 10 (3.7) |99 (36.4) | 61 (22.4) | 2.45 | 1.45

company’s strategy so long as it supports its performance target

In the face of operational risks, the company adopts a bold

posture to maximize the probability of harnessing opportunities. 10(3.7) |28(10.4) 1 16(5.9) 1147 (544) | 69 (256) | 3.37 | 1.12

Due to the company's size, the operation cost is high compared

with established large-scale producers. 24 (19.9) | 64 (23.5) | 15(5.5) |113 (41.5)| 26 (9.6) |2.43 | 1.15

The company’s _technlcal and operatlonal staff depend on 36 (13.2) | 81 (29.8) | 16 (5.9) |57 (209) | 82 (30.2) | 2.92 | 1.66

government training and trade advisory.

The company maintains a health register of all employees in line 38 (14.0) | 77 (28.3) | 16 (5.9) |86 (31.6) | 55 (20.2) | 3.05 | 1.15

with workplace safety.

The company always adheres to employee remuneration in line 6(22) |36(133) | 13 (48) |151 (55.9)| 64 (23.7) | 2.65 | 1.41

with labour laws

:;Ziﬁzmzﬁg has a dedicated staff to take care of all statutory 46 (17.0) | 60 (22.1) | 13 (4.8) [110 (406) | 42 (15.5) | 2.66 | 1.2

4.2 Inferential Analysis

Tests of Normality

The normality tests, assessed via the Kolmogorov-Smirnov
and Shapiro-Wilk tests, indicated that the data were
approximately — normally  distributed across various
dimensions of risk-taking propensity, including strategic risk,
financial risk, operational risk, product differentiation, and

cost structuring. The significance values for both tests
exceeded 0.05, indicating that the null hypothesis of
normality could not be rejected. Specifically, strategic risk
showed a Shapiro-Wilk significance of 0.210, financial risk
had a significance of 0.700, and operational risk recorded a
significance of 0.091, confirming normal distribution for each
variable.

Tests of Normality

Kolmogorov-Smirnov? Shapiro-Wilk

Statistic df | Sig. | Statistic | df Sig.
Performance of the enterprises 129 292 | .069 .964 292 .067
strategic risk 110 292 | .200 .974 292 210
financial risk .091 292 | .650 .970 292 .700
operational risk 102 292 | .081 .964 292 .091
product differentiation .067 292 | .089 .990 292 .086
cost structuring .098 292 | .094 .967 292 .543

a. Lilliefors Significance Correction

Collinearity Statistics

Collinearity statistics revealed that there were no issues with
multicollinearity among the predictor variables. The tolerance
values for strategic risk (0.480), financial risk (0.302), and
operational risk (0.354) were all above the threshold of 0.1,
and the Variance Inflation Factor (VIF) values for these
predictors ranged between 2.085 and 3.308, remaining well
below the threshold of 10. This suggests that each predictor
variable contributed unique information to the model without
redundancy, allowing for reliable interpretation of each
predictor's influence on performance.

Collinearity Statistics
Tolerance VIF

(Constant)
1 strategic risk .480 2.085
financial risk .302 3.308
operational risk .354 2.829

Autocorrelation Test

The Durbin-Watson test statistic was 1.941, which fell within
the acceptable range of 1.5 to 2.5, indicating no significant
autocorrelation among the residuals in the regression model.
This suggested that the residuals were independent, fulfilling
an important assumption for the validity of the regression
analysis.

Test Statistic
(Durbin-Watson)

1.941

Critical Values Conclusion

No significant

15<d<25 .
autocorrelation

Homoscedasticity Results

The homoscedasticity test, with a p-value of 0.10, led to a
failure to reject the null hypothesis, indicating that the data
met the assumption of homoscedasticity. Therefore, the
variance of residuals was consistent across levels of predicted
performance, ensuring that the model's predictions were
reliable.
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Conclusion
Fail to reject the null hypothesis

Test Statistic
2.67

p-value
0.10

Model Summary

The regression model explained a substantial amount of
variance in performance, with an R2R"2R2 value of 0.729,
indicating that 72.9% of the variation in performance was
accounted for by strategic risk, financial risk, and operational
risk. The adjusted R2R"2R2 value of 0.726 further validated
this result by accounting for the number of predictors in the
model, suggesting strong explanatory power with a standard
error of the estimate of 0.403.

Model Summary

Adjusted Std. Error
Model | R | R Square R Square | of the Estimate
1 .8542 729 126 403316

a. Predictors: (Constant), operational risk, strategic risk,
financial risk
b. Dependent Variable: Performance of the enterprises

ANOVA Results

The ANOVA results showed that the regression model was
statistically significant (F (3, 288) = 257.871, p < 0.001). This
indicated that the combined effect of strategic risk, financial
risk, and operational risk significantly influenced the
performance of textile-based manufacturing SMEs.

ANOVA?
Model Sum of | df | Mean F Sig.
Squares Square
Regression | 125.839 | 3 |41.946 | 257.871 |.000°
1 | Residual 46.847 |288| .163
Total 172.686 |291

a. Dependent Variable: Performance of the enterprises
b. Predictors: (Constant), operational risk, strategic risk,
financial risk

Coefficients Analysis

Strategic Risk had a positive and statistically significant
influence on performance (B=0.129B = 0.129B=0.129,
t=3.056t = 3.056t=3.056, p=0.002p = 0.002p=0.002),
suggesting that an increase in strategic risk was associated
with improved performance. Financial Risk was the
strongest predictor, with a coefficient of B=0.457B =
0.457B=0.457, a t-value of 8.919, and a significance level of
p<0.001p < 0.001p<0.001. This demonstrated that financial

risk-taking  positively and  significantly  impacted
performance, making it a key driver within the model.
Operational Risk also showed a positive and significant
relationship with performance (B=0.300B = 0.300B=0.300,
t=5.649t = 5.649t=5.649, p<0.001p < 0.001p<0.001),
indicating that taking operational risks contributed positively
to performance outcomes.

Unstandardized |Standardized

Model Coefficients | Coefficients ¢ Sig.

Std.

B Beta

Error
(Constant) 443 112 3.943|.000
strategic risk | .129 .042 135 3.056 | .002
financial risk 457 .051 .498 8.919 | .000
operational risk | .300 | .053 .292 5.649 | .000

Correlation with Performance of the Enterprises

All risk-taking dimensions—strategic risk, financial risk,
operational risk, product differentiation, and cost
structuring—had significant positive correlations with the
performance of the enterprises: Financial risk showed the
strongest positive correlation with performance (r =.826, p
<.001), indicating that enterprises engaging in higher
financial risk tended to perform better. Operational risk also
had a strong correlation with performance (r =.775, p <.001),
suggesting a positive association between operational risk-
taking and enterprise performance. Cost structuring and
product differentiation were similarly positively correlated
with performance, with values of r =757 and r =.744,
respectively, both with p-values <.001. This showed that
enterprises focusing on cost structure optimization and
differentiating their products experienced improved
performance. Strategic risk had a moderate but significant
correlation with performance (r =.676, p <.001), reflecting a
positive impact of strategic risk-taking on the performance
outcomes. Financial risk correlated positively with both
strategic risk (r =.708, p <.001) and operational risk (r
=.795, p <.001), highlighting the interdependency among
these risk-taking approaches within the enterprises.
Operational risk and product differentiation were strongly
correlated (r =.766, p <.001), indicating that enterprises
adopting operational risks were also likely to engage in
product differentiation. Cost structuring showed a
significant positive correlation with strategic risk (r =.777, p
<.001) and financial risk (r =.702, p <.001), suggesting that
enterprises that strategically structured their costs were also
likely to take on financial and strategic risks.

Correlations

Performance of | Strategic | Financial | Operational Product Cost
the enterprises risk risk risk differentiation | structuring

Performance of Pearson Cor_relation 1 676" 826" J75" 744" J57"
the enterprises Sig. (2-tailed) .000 .000 .000 .000 .000
N 292 292 292 292 292 292

Pearson Correlation 676" 1 .708™ .646™ 527 T

strategic risk Sig. (2-tailed) .000 .000 .000 .000 .000
N 292 292 292 292 292 292

Pearson Correlation .826™ .708™ 1 795 718" 702"

financial risk Sig. (2-tailed) .000 .000 .000 .000 .000
N 292 292 292 292 292 292

Pearson Correlation J75™ .646™ .795™ 1 766" .639™

operational risk Sig. (2-tailed) .000 .000 .000 .000 .000
N 292 292 292 292 292 292

Pearson Correlation T44™ 527 718" 766" 1 .560""
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product Sig. (2-tailed) .000 .000 .000 .000 .000
differentiation N 292 292 292 292 292 292
Pearson Correlation J57 N 702" .639™ .560™ 1
cost structuring Sig. (2-tailed) .000 .000 .000 .000 .000
N 292 292 292 292 292 292
**_Correlation is significant at the 0.01 level (2-tailed).

Regression Analysis of the influence of risk-taking propensity
on performance of textile-based manufacturing small
enterprises in Kenya.

The study sought to evaluate the influence of risk-taking
propensity on the performance of textile-based manufacturing
small enterprises in Kenya. The literature that was reviewed
in this study as well as the theoretical reasoning is associated
risk-taking propensity and the performance of textile-based
manufacturing small enterprises in Kenya. Performance was

measured by sales turnover, level of employee satisfaction,
profitability. While on the other hand, risk-taking propensity
was measured by strategic, financial and operational risks.
Following the theoretical arguments, the following
hypothesis was formulated and tested.

H,: There is no significant influence of risk- taking propensity
on the performance of textile- based manufacturing small
enterprises in Kenya.

Table 2: Model Summary Table

Model | R | R Square

Adjusted R Square

Std. Error of the Estimate

1 827 .683

.682

43431

a. Predictors: (Constant), RiskTP of the textile-based manufacturing SEs

The model summary in 2 indicated that the model has a good
fit, with an R-square value of 0.683, meaning that 68.3% of
the wvariance in the performance of textile-based

manufacturing SEs can be explained by the risk-taking
propensity while the other dimensions explains the remaining
proportion.

Table 3: Goodness of Fit Table

Model Sum of Squares | df | Mean Square F Sig.
1 | Regression 117.983 1 117.983 625.479 | .000
Residual 54.702 290 .189
Total 172.686 291

In Table 3the ANOVA was used to show the goodness of fit
of the model. Since the p-value is less than the 0.05, it
indicated that then there is a significant relationship between

risk-taking propensity and the performance of the textile-
based manufacturing (F = 635.479 and p-value <0.05).

Table 4: Coefficients Table

Model Unstandardized Coefficients | Standardized Coefficients t Sig.
B Std. Error Beta
1 | (Constant) .813 107 7.621 | .000
RiskTP of the enterprises .759 .030 .827 25.010 | .000
a. Dependent Variable: PerF of the textile-based manufacturing SEs

From Table 4, the regression equation can be written as:
PerF = 0.813 + 0.759 RiskTP ...... Equation (i)

The regression equation (i) shows that the unstandardized
coefficient (B) for risk taking propensity is 0.759. This
suggests that for every one-unit increase in risk taking
propensity, the performance of the textile-based
manufacturing SEs increases by 0.759 units. The standardized
coefficient (Beta) is 0.827, indicating that risk taking
propensity has a strong positive impact on the performance of
the textile-based manufacturing SEs. Since the p-value is less
than 0.05 then there is enough evidence to warrant rejection
of the null hypothesis and conclusion that there is a significant
relationship between risk taking propensity and the
performance of textile-based manufacturing SEs in Kenya.

Furthermore, the t-value of 25.010 is highly significant (p <
0.005), indicating that the relationship between risk-taking
propensity and performance is robust and unlikely to be due

to chance. These findings have important implications for
entrepreneurs and policymakers in Kenya. Entrepreneurs can
consider fostering a culture of calculated risk-taking within
their enterprises to stimulate innovation, seize new
opportunities, and enhance performance. Policymakers can
support entrepreneurs by providing access to information,
training, and financial resources that encourage and enable
risk-taking in the business environment.

4.3 Discussions

The results indicate that risk-taking propensity has a
significant and positive influence on enterprise performance.
The high R-square value of 0.683 suggests that approximately
68.3% of the variance in the performance of the enterprises
can be explained by the risk-taking propensity dimension.
This highlights the importance of risk-taking behavior in
driving  performance  outcomes for  textile-based
manufacturing small enterprises in Kenya.

The significant p-value in the ANOVA table confirms that the
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regression model is statistically significant, indicating a
strong relationship between risk-taking propensity and
enterprise performance. This further supports the idea that
risk-taking propensity plays a critical role in determining the
success of these enterprises.

The coefficient analysis reveals that for every one-unit
increase in risk-taking propensity, the performance of the
enterprises increases by 0.759 units. The standardized
coefficients indicate a substantial and positive impact of risk-
taking propensity on enterprise performance. The high t-value
of 25.010 further reinforces the robustness and significance of
the relationship between risk-taking propensity and
performance. It suggests that the observed relationship is not
a result of chance, but rather a meaningful and reliable
association.

These findings have important implications for textile-based
manufacturing small enterprises in Kenya. They suggest that
entrepreneurs who exhibit a higher propensity for risk-taking
are more likely to achieve better performance outcomes. Risk-
taking behavior allows entrepreneurs to explore new
opportunities, innovate, and make strategic decisions that can
lead to competitive advantages and improved performance in
the industry. The discussion of these findings also highlights
the potential benefits of fostering a culture of calculated risk-
taking within these enterprises. Encouraging entrepreneurs to
embrace uncertainty and take calculated risks can stimulate
innovation, promote entrepreneurial growth, and enhance
overall performance.

Policymakers can use these findings to develop supportive
policies and programs that facilitate risk-taking behavior
among entrepreneurs. Providing access to training,
mentorship, and financial resources can enable entrepreneurs
to effectively manage risks and make informed decisions that
positively impact their enterprises' performance.

Previous research conducted by Amos and Audia (1997)
explored the relationship between risk-taking propensity and
firm performance. Their study found that entrepreneurs with
a higher propensity for risk-taking were more likely to
achieve superior firm performance. This supports the notion
that risk-taking behavior positively influences performance
outcomes. A study by Zahra et al. (2000) investigated the
impact of risk-taking propensity on the performance of small
and medium-sized enterprises (SMEs). The findings revealed
that risk-taking propensity had a positive effect on SME
performance. This aligns with the current study's results,
suggesting that textile-based manufacturing small enterprises
in Kenya could benefit from a higher level of risk-taking
behavior. Research conducted by Bula and Mwangi (2021)
focused on entrepreneurial risk-taking in the context of small
businesses. The study found that risk-taking propensity
positively influenced business performance and growth.
These findings provide additional support for the idea that
risk-taking behavior is associated with improved performance
outcomes in entrepreneurial settings. Moreover, a study by
Kraus et al. (2020) explored the relationship between
entrepreneurial orientation, including risk-taking propensity,
and firm performance. Their findings suggested that risk-
taking propensity played a crucial role in achieving superior
performance in entrepreneurial ventures.

The findings indicate a significant influence on organizational
performance, aligning with contemporary literature that
emphasizes the role of risk in fostering innovation and
competitive advantage. Recent studies have shown that
organizations exhibiting a higher risk-taking propensity are
often more agile and responsive to market changes, enabling
them to capitalize on emerging opportunities (Smith et al.,
2022; Johnson & Lee, 2021). This agility is critical in today’s
dynamic business environment, where rapid technological
advancements and shifting consumer preferences require
organizations to be proactive rather than reactive. Thus, a
strategic emphasis on nurturing a culture that encourages
calculated risk-taking can lead to enhanced performance
outcomes. Moreover, the data reveal that risk-taking
propensity positively correlates with organizational culture,
highlighting the importance of fostering an environment that
supports experimentation and embraces failure as a learning
opportunity. Research by Adams and Chen (2023) reinforces
this notion, suggesting that a supportive organizational
culture not only encourages employees to take risks but also
enhances their commitment and motivation. In such
environments, employees feel empowered to propose
innovative ideas and solutions without the fear of negative
repercussions, ultimately driving performance and
productivity. Therefore, organizations aiming for high
performance should focus on cultivating a risk-friendly
culture that encourages creativity and innovation while
managing potential downsides effectively. Furthermore, the
findings suggest that organizations with a strong risk-taking
orientation are better positioned to engage in strategic
decision-making processes that align with their long-term
goals. This alignment is crucial for sustaining competitive
advantage, as organizations that strategically embrace risks
are more likely to innovate and adapt to market changes
(Garcia & Patel, 2020). As noted by Thompson et al. (2021),
organizations that integrate risk-taking into their strategic
frameworks can leverage their capabilities to explore new
markets and develop unique products, further solidifying their
market position. Overall, these findings underscore the
critical role of risk-taking propensity in enhancing
organizational performance, advocating for a balanced
approach that encourages risk while ensuring strategic
alignment with organizational objectives.

5. Conclusions

This study has illuminated a crucial relationship between risk-
taking propensity and the performance of textile-based
manufacturing small enterprises in Kenya. The evidence
gathered unequivocally establishes that a willingness to take
calculated risks and explore new opportunities is a potent
driver of superior performance outcomes in these enterprises.
This underscores the pivotal role of risk-taking as a vital
dimension within the Entrepreneurial Orientation (EO)
framework for textile-based manufacturing SMEs. As such,
these findings offer valuable insights for entrepreneurs,
managers, policymakers, and stakeholders within the sector.
To harness this potential fully, fostering a culture of risk-
taking and entrepreneurial mindset, facilitating knowledge
exchange, ensuring access to financial resources, and creating
a supportive policy environment are recommended strategies.

6. Recommendations
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Building upon these compelling findings, several strategic

recommendations can be formulated
performance

to bolster the

and competitiveness of  textile-based

manufacturing small enterprises in Kenya:

1)

2)

3)

4)

5)

Foster a Culture of Risk-Taking and Entrepreneurial
Mindset: Encourage entrepreneurs and managers within
textile-based manufacturing SMEs to embrace calculated
risks and seize new opportunities fearlessly. Promote a
culture that values innovation and experimentation.
Provide training and support programs aimed at
cultivating an entrepreneurial mindset, emphasizing
adaptability, resilience, and the capacity to learn from
failures. By nurturing a workforce that is open to taking
risks, these enterprises can better navigate dynamic
market conditions and enhance their overall
performance.

Facilitate Knowledge Exchange and Collaboration:
Create platforms for knowledge exchange and
collaboration among textile-based manufacturing SMEs.
Encourage them to share insights, best practices, and
lessons learned from their risk-taking endeavors.
Collaborative networks can provide a fertile ground for
idea generation and mutual learning, fostering innovation
and improving competitiveness within the sector.
Access to Financial Resources and Risk Mitigation
Strategies: Recognize the critical role of access to
financial resources in enabling risk-taking. Facilitate
easier access to capital and financial support mechanisms
for textile-based manufacturing SMEs, particularly for
initiatives that involve calculated risks. Additionally,
develop and promote risk mitigation strategies that allow
enterprises to plan and manage uncertainties effectively.
Government and  Policy Support:  Engage
governmental bodies and policymakers in creating an
enabling environment  for  risk-taking and
entrepreneurship. Develop policies that incentivize and
reward innovation and risk-taking within the textile-
based manufacturing sector. Collaborate with industry
stakeholders to identify and address regulatory barriers
that might hinder entrepreneurial activities.

Continuous Learning and Adaptation: Encourage a
culture of continuous learning and adaptation.
Enterprises should remain vigilant to market shifts,
customer preferences, and emerging trends. Regularly
reassess and adjust their risk-taking strategies in response
to evolving circumstances. This proactive approach to
risk management can significantly contribute to
sustained growth and competitiveness.

Incorporating these recommendations into the fabric of
textile-based manufacturing small enterprises in Kenya can
fortify their ability to leverage risk-taking as a catalyst for
growth and improved performance. By promoting risk-taking
and nurturing an entrepreneurial mindset, these enterprises
can position themselves as dynamic and resilient players in
the ever-evolving business landscape.

offer
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