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Abstract9

Entrepreneurship is a process of creating a new business to produce and market new,10

innovative or existing product. Small business is a bridge for entrepreneurs to perform. Even11

though entrepreneurial competencies and entrepreneurial orientation have been considered12

separately on small business performance, little research attention has been given to the13

theoretical mix of entrepreneurial competencies and entrepreneurial orientation in a single14

research work.15

16

Index terms— entrepreneurial competencies, entrepreneurial orientation, dynamic capabilities,17

1 Competencies and Orientation of Entrepreneurs on Dynamic18

Capabilities towards Organizational19

Performance by Considering External Environment: Development of a Conceptual Model Indika Priyantha20
Kaluarachchige ? , Mohd Shukri Ab Yajid ? , Ali Khatibi ? & S. M. Ferdous Azam ? Abstract-Entrepreneurship21
is a process of creating a new business to produce and market new, innovative or existing product. Small22
business is a bridge for entrepreneurs to perform. Even though entrepreneurial competencies and entrepreneurial23
orientation have been considered separately on small business performance, little research attention has been24
given to the theoretical mix of entrepreneurial competencies and entrepreneurial orientation in a single research25
work. Very few studies have been considered dynamic capabilities as a mediator and external environment as26
a moderator to facilitate the relationships between entrepreneurship and business success. Each person has27
unique entrepreneurial competencies and entrepreneurial orientation. Entrepreneurial competencies are known28
as distinct assembly of competencies that are associated with the exercise of effective entrepreneurship.29

Strategic, opportunity, relationship, commitment, conceptual and organizing competencies are well docu-30
mented in literature as main entrepreneurial competencies. Entrepreneurial orientation is one of the most31
regularly applied organizational constructs in entrepreneurship research. The dimensions of entrepreneurial32
orientation such as innovativeness, risk-taking, pro-activeness are well documented in literature. The success33
of entrepreneurship depends upon the entrepreneurial competencies of entrepreneurs. Thus, entrepreneurial34
competencies are significant contributor to entrepreneur business success. Besides, the entrepreneurial orientation35
positively relates to the firm performance. Therefore, entrepreneurial orientation also contributes positively to36
the performance.37

Small businesses are essential to adopt the approach of dynamic capabilities. Sensing capability, seizing38
capability and reconfiguration capability are main dimensions of dynamic capabilities. Those are crucial to39
enhance the business performance. Dynamic capabilities mediate the relationship between entrepreneurial40
competencies and small firm performance. Besides, it plays a mediating role on the relationship between41
entrepreneurial orientation and small firm performance as well. Business performance can differ significantly42
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5 B) ENTREPRENEURIAL ORIENTATION

with changing external environment. PESTEL analysis works best to examine the environment. Business43
environment significantly moderates the relationship between entrepreneurial competencies and business success.44
Besides, external environment plays a moderating role to the relationship between entrepreneurial orientation45
and performance as well. Entrepreneur performance can be explained by using two main dimensions such as46
financial and strategic factors.47

As per the literature, there is a significant effect of entrepreneurial competencies and entrepreneurial orientation48
on organizational performance. Dynamic capabilities significantly mediate this relationships and external49
environment significantly moderates the relationships. Based on this background, a Conceptual Model was50
introduced. Future researchers can use this conceptual model to investigate the impact of competencies and51
orientation of entrepreneurs on dynamic capabilities towards organizational performance by considering external52
environment in small business in deferent contexts.53

2 Introduction54

ntrepreneurship is the process of creating new product or services through the creation of new company or55
innovation of an existing organizational product (Sajeena, 2020). Small businesses are regarded as the platform56
for entrepreneurs (Heinicke, 2018). The majority of countries in the world rely heavily on the performance of these57
firms to boost and growth of their economy ??Hallam et al., 2017). Entrepreneurial activities are so important58
that they can foster the growth-oriented performance of these firms (Sok et al., 2017). An entrepreneur is a59
person who develops and grows the enterprise over innovative and creative actions, through the introduction of60
new products or services and through the improvement of existing production or service methods ??Tehseen and61
Ramayah, 2015). Each person has exclusive entrepreneurial orientation and entrepreneurial competencies which62
are hard to be followed by competitors due to the ambiguity of their origins and embeddedness (Tehseen and63
Ramayah, 2015). Entrepreneur competencies are recognized as a distinct group of competencies that are related64
to the exercise of effective entrepreneurship. (Carayannopoulos, 2017). Besides, entrepreneurial orientation is65
characterized by the opportunity to pursue the firm’s behavior through innovation, proactiveness and risk taking66
(Dada and Fogg, 2016; De Clercq et al., 2015; Reijonen et al., 2015).67

Small businesses are needed to adopt the dynamic capabilities approach (Hashim, Raza and Minai, 2018).68
Dynamic capabilities provide an integrative mechanism for organizations to integrate, build and reconfigure69
internal as well as external competencies to cope with rapidly changing environments (Lagat & Frankwick,70
2017; ??ang et al., 2015). External environment is also important for small businesses. Small firms’ business71
performance can vary significantly with changing external environment (Khan et al., 2019). Relationship between72
Entrepreneurship and business performance is dependent on supportive external environmental factors. Business73
organizations will benefit more for undertaking entrepreneurial activities if the environment is dynamic and74
competitive (Otache and Mahmood, 2015).75

3 II.76

4 Problem Statement77

Little research attention has been given to the theoretical blend of entrepreneurial competencies and orientation78
in a single research work in existing scientific investigations (Ibidunni et al., 2018). Hashim, Raza and Minai79
(2018) stated that the relationship between entrepreneurial competencies and performance of small business80
is questionable due to the incompatible results of studies connected to this relationship. Mitchelmore &81
Rowley (2013) stated that there is a basis for further investigation into entrepreneurial competencies that affect82
performance of small businesses. Studying the empirical relationship between entrepreneurial competencies,83
dynamic capability and performance of small business can be seen as a stepping-stone towards a new path in84
determining this vital link for future researchers (Hashim, Raza & Minai, 2018). As stated by Parida et al. (2016),85
additional research is required to realize the dynamic capabilities for the purpose of improving the existing body86
of knowledge. Very little studies have been considered the external environment as a moderator to assist the87
relationships between entrepreneurial competencies and business success (Ahmad, 2007;Ahmad & Seet, 2009)88
Man (2001). The conceptual competencies stated by Man (2001) were separated into analytical competency and89
innovative competency, and after that stated as a one competency cluster by Ahmad (2007)90

5 b) Entrepreneurial Orientation91

Entrepreneurial orientation is one of the most frequently applied firm-level constructs in entrepreneurship research92
(Anderson et al., 2015).93

Entrepreneurial orientation is a key factor which is one integrating, building and reconfiguring the external and94
internal competencies to deal with rapidly changing environments among the small and medium firms (Darwis,95
2017).96

Entrepreneurial orientation is known as a strategic posture of the organization that exhibits innovative97
attitude, proactive and risk-takers (Wales, 2016). It characterizes the opportunity seeking behavior of the firm98
distinguished by innovativeness, proactiveness and risk-taking (Dada and Fogg, 2016; De Clercq et al., 2015;99
Reijonen, et al., 2015). Besides, Haider et al. ( ??017) point out that entrepreneurial orientation is represented100
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by three dimensions. These are innovativeness, proactiveness and risk taking. The dimensions of entrepreneurial101
orientation such as innovativeness, risk-taking, proactiveness, autonomy and competitive aggressiveness are well102
documented in literature (Nwachukwu, Chladkova and Zufan, 2017). In the same way, adopting entrepreneurial103
orientation as a means of a strategic approach through which business managers can act as more proactive,104
creative and risktaker that would certainly differentiate them from the market rivals (Hossain & Asheq, 2019).105

Entrepreneurial orientation can be considered as a prominent concept in the literature (Wales, 2016; Zahra,106
Wright and Abdelgawad, 2014). It has received considerable attention in the literature as many studies from107
various countries have sought to make conceptual and empirical progress in this area (Gupta and Batra, 2015).108
Covin and Miller (2014) also stated that entrepreneurial orientation has become one of the most frequently109
mentioned topics which have been investigated by scholars and practitioners.110

6 c) Entrepreneurial Competencies and Performance111

Entrepreneurial competencies have been viewed as essential for entrepreneurs to perform successfully and112
transform businesses (Mohsin et al., 2017). Omar et al. (2016); Tehseen & Ramayah (2015) claim that the113
success of any firm depends on several important resources that make entrepreneurial competencies more critical114
and intangible. These competencies are perceived as the capability to complete a task using the resources that115
enhance enterprise performance ?? Previous studies on the association between entrepreneurial competencies116
and firm performance propose a positive linkage (Nwachukwu, Chladkova and Zufan, 2017). A review of117
relevant entrepreneurial competency literature has identified that the most of empirical studies that consider118
entrepreneurial competencies as a holistic approach have confirmed its significant effect on performance of firms119
(Kabir et al., 2017). To be a successful entrepreneur, development of entrepreneurial competencies is important120
as they are central to the success of small and medium size organization (Sajeena, 2020).121

7 d) Entrepreneurial Orientation and Performance122

A number of studies have been conducted on the relationship between entrepreneurial orientation and organi-123
zational performance (Jia et al., 2014) ??atra, 2015). In the same way, the findings facilitated entrepreneurial124
orientation construct empirically, related to business performance of SMEs (Haider Asad and Fatima, 2017).125
Entrepreneurial orientation has an overall positive effect on firm performance (Gupta and Batra, 2015).126
According to recent research, entrepreneurial orientation contributes positively to the performance (Alalawi,127
2020). Similarly, entrepreneurial orientation affects small and medium scale business performance (Igweh &128
Stephen, 2019). Furthermore, positive relationship exists between the overall entrepreneurial orientation and the129
performance of small business (Oni, Agbobli and Iwu, 2019). The entrepreneurial orientation is a predecessor of130
small firm’s business performance (Khan et al., 2019). There is a significant influence between entrepreneurial131
orientation and performance capabilities (Sulistyo & Ayuni, 2020).132

8 e) Dynamic Capabilities133

Dynamic capabilities are the integrated mechanism by which organizations can integrate, build and reconfigure134
internal and external competencies (resources) to be adopted in the rapidly changing environment to achieve135
better performance compared to competitors (Lagat & Frankwick, 2017; ??ang et al., 2015). For the inclusion136
of dynamic capabilities, it is proposed that dynamic capabilities are deliberated as the higher level capabilities137
(Dangol & Kos, 2014). Small businesses generally thrive in highly competitive, volatile and unpredictable markets.138
In addition, it is imperative that small business adopt the dynamic capability approach since small business cannot139
make any influence or control over the markets to grab the economic shocks (Hashim, Raza and Minai, 2018).140
According to Khan et al. (2019), dynamic capabilities involve adaptation and change, because these capabilities141
can be regarded as a transformer for converting resources into improved performance while creating competitive142
advantage. As such, having resources is not sufficient for superior performance, businesses must have dynamic143
capabilities to combine, grow and exploit these resources (Ferreira & Fernandes, 2017). According to Tutueanu144
& Serban, (2013), there is an influence of dynamic capabilities in the entrepreneurial enterprises. This makes it145
possible to transform resources into competitiveness (Lin & Wu, 2014).146

SMEs should be able to reformulate capabilities in order to become more objective and effective, becoming147
more dynamic ??Dias, et al., 2020). Business owners must have agility in facing market dynamics and respond148
as soon as possible so that they become always the first movers. Without the ability of rapid innovation, it is149
very difficult for SMEs to gain business performance and competitive advantage (Sulistyo & Ayuni, 2020).150

9 f) Entrepreneurial Competencies, Dynamic Capabilities and151

Performance152

The literature shows that dynamic capabilities can serve as a relation between resources and firm performance153
(Hashim, Raza and Minai, 2018). The small firm performance can be determined by variety of strategic factors,154
but entrepreneurial competencies are highly significant (Grimmer et al., 2017) and the dynamic capabilities that155
are essential to enhance the business performance (Agyapong & Acquaah, 2016; ??ang et al, 2015). Since the156
entrepreneurial competencies as the contributing factor to business performance, another significant factor for157
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11 H) EXTERNAL ENVIRONMENT (BUSINESS ENVIRONMENT)

dynamic capabilities needs to be explored as it is also vital in predicting firm performance (Rice et al., 2015;158
??ang et al., 2015).159

Entrepreneurial competencies need to be exhibited with dynamic capabilities. Although firm resources can160
be used as an originator of dynamic capabilities and this path association can also lead to firm performance161
(Aminu & Mahmood, 2015). In line with the above argument, Wang et al. (2015); Eriksson (2014) recommended162
that individual competencies determine, guide and support the firm’s dynamic capabilities and further dynamic163
capabilities are essential for the performance of businesses. Consequently, to improve the performance of small164
businesses, entrepreneurial competencies and dynamic capabilities are considered as forward-looking solutions.165
Moreover, the economic fluctuations with the volatile and unpredictable markets, the dynamic capabilities are166
seen as a necessary factor in influencing the small businesses performance (Hashim, Raza and Minai, 2018).167
They suggested a conceptual framework for examining the performance of small firms that are influenced by168
entrepreneurial competencies and mediated by dynamic competencies. Due to Lin & Wu (2014), dynamic169
capabilities can be considered as a linkage between firm resources and firm performance. The link signifies the170
mediating effect of the dynamic capabilities. The research study by Hashim, Raza and Minai (2018) also attested171
the mediating part of dynamic capabilities to improve the business performance. Accordingly, it demonstrates172
the significance of dynamic capabilities in mediating the relationship between entrepreneurial competencies and173
small business performance. Nasuredin et al. ( ??016) conducted a research on the mediating role of dynamic174
capabilities in the association between entrepreneurial competencies and performance of SMEs. The results175
show that dynamic capabilities are one of the key analysts for improving the connection between entrepreneurial176
competencies and SME performance. However, according to Hashim, Raza & Minai, (2018), there is a platform for177
doing a study to investigate the dynamic capabilities as the missing link in the association between entrepreneurial178
competencies and performance of small business.179

10 g) Entrepreneurial Orientation, Dynamic Capabilities and180

Performance181

Implementation of entrepreneurial orientation and dynamic capabilities is critical for firm survival in a competitive182
environment (Kim, 2019). Dynamic capabilities and entrepreneurial orientation directly impact on performance183
(Monteiro, Soares & Rua, 2019). Both Entrepreneurial orientation and dynamic capabilities enhance the184
performance in dynamic markets (Kim, 2019). Similarly, entrepreneurial orientation and dynamic capabilities are185
very important to SMEs survival (Hongyun et al., 2019). Entrepreneurial orientation and dynamic capabilities186
investigate their interaction effects on firm performance. Interaction effects of Entrepreneurial orientation and187
dynamic capabilities on firm performance demonstrate a positive relationship (Kim, 2019). Entrepreneurial188
orientation and dynamic capabilities positively affect (directly and indirectly) on performance (Monteiro, Soares189
and Rua, 2017).190

Monteiro, Soares and Rua (2017), confirmed the mediating effect of dynamic capabilities on performance.191
They proposed and tested a model in which entrepreneurial orientation has a positive direct or indirect influence192
on organizational resources and enhances the development of dynamic capabilities, which mediate the effect of193
entrepreneurial orientation on performance. However, despite many studies regarding this title the contribution194
of dynamic capabilities to competitive advantage and firm performance remains unclear (Pezeshkan et al., 2016).195

11 h) External Environment (Business Environment)196

The SME’s competitiveness depends on the environment. The external environment which is complex and197
unstable, is influencing the small and medium sized business competitiveness (Nicolae and Diana, 2019). Business198
organizations will benefit more from entrepreneurial activities if there is a dynamic and competitive environment199
(Otache and Mahmood, 2015). The ability to analyze the environment and its decisions is strengthening the200
courage to take risks (Sulistyo & Ayuni, 2020).201

External environment affects both entrepreneurship and business performance (Otache and Mahmood, 2015).202
Existing literature (Gathungu, Aiko & Machuki, 2014) claims that rapid changes within the external environment203
enhance uncertainty and decrease the capability of firms to anticipate the changes. Managers have to be well-204
skilled and competent in determining the influence of environmental challenges to their organization (Kara, 2018).205
Small firms’ business performance can vary significantly with changing external environmental circumstances.206
Therefore, it recommends integrating external environmental factors into future research (Khan, et al., 2019).207

According to Sammut-Bonnici, Galea and Cooper (2015), PEST analysis works best when it studies the208
environmental factors from the perspective of the firm’s resources, capabilities and core competencies. External209
environment is sometimes analysed in the literature as PESTEL, where the environment and legal factors as210
independent. It also takes other variant forms such as SLEPT, which adds legal elements, STEEPLE and211
STEEPLED, which add ethics and demographic factors, DESTEP, which adds demographic and ecological factors,212
PEST-GD, which adds demographic and global factors ??213
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12 i) Entrepreneurial Competencies, Performance and External214

Environment215

Entrepreneurial competency is proven to be positively and significantly influenced business success. Meanwhile,216
perceived business environment is extremely subjective, yet it is important and influential (Permana and217
Apriyanto, 2015). The competencies allow an entrepreneur to well align with external business environment to218
achieve business growth in the long run (Aquilani et al., 2017; ??oldman and Scott, 2016;Hu et al., 2016;Sandada,219
2015;Tafti et al., 2017). According to Sajilan and Tehseen (2015), in a competitive and rapidly changing business220
environment, SMEs need entrepreneurial competencies to succeed. The results indicated that entrepreneurs who221
possessed a higher level of the measured competencies performed better than entrepreneurs with a lower level222
of these competencies in situations where the environment was perceived as being hostile and dynamic (Ahmad,223
Ramayah, Wilson & Kummerow, 2010). In other words, entrepreneurs with strong entrepreneurial competencies224
appear to be in a better position than their less competent counterparts to face a turbulent and uncertain business225
environment (Ahmad, Ramayah, Wilson & Kummerow, 2010). There is an inconsistency in views of scholars,226
some of whom emphasize that the influence of internal factors on the success of a business (Smigielska, 2016),227
while others support the external environment for business success (Mole, North & Baldock, 2017).228

The existing literature has also exposed the vital role of the business environment as a moderator to expand229
the association between entrepreneurial competencies and firm success in various contexts (Sajilan and Tehseen,230
2015). Ahmad, Ramayah, Wilson & Kummerow (2010) found that business environment significantly moderated231
the relationship between entrepreneurial competencies and business success. The role of environmental turbulence232
will be revealed as moderating variables between the entrepreneurial competencies and SMEs business success233
(Khan et al., 2018).234

Sajilan and Tehseen, (2015) explained that the empirical testing of their suggested model would provide235
a valuable insight about the significance of environmental turbulence as a moderator to enable the link236
between entrepreneurial competencies and businesses performance of SMEs. Ahmad et al (2010) and Tehseen237
(2017) also examined the relationship between entrepreneurial competencies and business performance by238
using external business environment as a moderator. Likewise, Sajilan and Tehseen (2015) explored a strong239
relationship between entrepreneurial competencies and venture success with the moderating effect of the turbulent240
environment.\External integration moderates the effect of entrepreneurial competencies on the performance of241
enterprises (Tehseen and Ramayah, 2015). Ha, Lo and Ramayah (2016) explored a negative moderating effect242
of environmental turbulence. Entrepreneurs in SMEs may have the ability to minimize the negative impact of a243
turbulent and hostile environment on business success via the display of appropriate competencies (Ahmad,244
Ramayah, Wilson and Kummerow, 2010). It suggests that future empirical studies need be conducted to245
investigate the effect of external integration as a moderator between entrepreneurial competencies and firm246
performance (Tehseen, Ramayah, 2015).247

13 j) Entrepreneurial Orientation, Performance and External248

Environment249

Recent studies have analyzed the influence of external environment on the relationship between entrepreneurial250
orientation and firm performance. These studies revealed that the external environment plays a both direct and251
indirect role in this linkage. Moreover, the studies proposed further to explore on the indirect influence of the252
environment on the performance ??Okeyo, Gathungu & Kobonyo, 2014).253

External environment significantly moderates the relationship between entrepreneurial orientation and254
performance (Okeyo, Gathungu and K’Obonyo, 2016). This finding contributes in literature (Goll & Rasheed,255
2004; Okeyo, Gathungu & Kobonyo, 2014) which report that external environment tends to moderate the firm256
performance. Similarly, competitive environment moderated the association between entrepreneurial orientation257
and innovation performance of SMEs (Musawa and Ahmad, 2019). In this study, the role of competitive258
environment and entrepreneurial orientation on innovation performance was investigated. The results indicated259
that competitive environment has a full moderating role between entrepreneurial orientation and innovation260
performance.261

However, Shehu and Mahmood (2015) stated that it is not supported the moderating effect of the business262
environment on the association between entrepreneurial orientation and enterprise performance. Milovanovic263
and Wittine (2014) also revealed that the external environment does not affect the relationship. This result is264
consistent with earlier research by Aziz and Yasin (2010), the external environment is not a moderator for the265
association between entrepreneurial orientation and business performance. Similarly, Abd Aziz & Mahmood266
(2010) investigated the influence of external environment on entrepreneurial orientation and performance267
linkage with the dimension of external environment. The study’s findings showed that dimensions of external268
environmental were not important as a moderator on the connection between entrepreneurial orientation and269
business performance Previous studies have observed the moderating effect of external business environment on270
the firm performance. The findings vary and showing a lack of convergence (Okeyo, Gathungu and K’Obonyo,271
2016). In the literature, there are many studies have investigated the relationship between entrepreneurial272
orientation and performance, but the research area examining the moderating effect of environment on the273
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15 CONCLUSION

relationship between entrepreneurial orientation and performance is nearly empty and has not been studied274
deeply (Musawa and Ahmad, 2019).275

Entrepreneurial competencies help to sustain internal operations of the firm. However, external environmental276
challenges are also required with internal operations for firms’ managers to adopt the appropriate entrepreneurial277
orientation. The mix of entrepreneurial competencies and orientation is strategic to the firm’s performance278
(Ibidunni et al., 2018).279

14 IV. Development of a Conceptual Model280

To be a successful entrepreneur, development of entrepreneurial competencies is important as they are central281
to the success of small and medium size organization (Sajeena, 2020). Moreover, entrepreneurial orientation282
also contributes positively to the performance (Alalawi, 2020). It is important for small businesses to pursue283
the approach of dynamic capability. There is a statistically significant influence of dynamic capabilities on284
organizational performance (Al-Qahtani, 2020). The intervening part of dynamic capabilities will enhance the285
firm performance. The importance of dynamic capabilities is to mediate the relationship between entrepreneurial286
competencies and small firm performance (Hashim, Raza & Minai, 2018). And, a high level of dynamic capabilities287
mediates between a high level of entrepreneurial orientation and firm performance (Pukkinen, 2018). Business288
environment is also important for small businesses. Small firms’ business performance can vary significantly with289
changing external environment (Khan, et al., 2019). Ahmad, Ramayah, Wilson & Kummerow (2010) found that290
business environment significantly moderates the relationship between entrepreneurial competencies and business291
success. As per the Okeyo, Gathungu and K’Obonyo (2016), external environment plays a moderating role to292
the relationship between entrepreneurial orientation and performance.293

Based on the review of literature on competencies and orientation of entrepreneurs on dynamic capabilities294
towards entrepreneur performance by considering external environment, following conceptual framework was295
developed. According to above conceptual model, entrepreneurial competencies and entrepreneurial orientation296
are two independent variables and entrepreneur performance is the dependent variable. Dynamic capability is297
the mediating variable and moderating variable is external environment.298

As per the literature, strategic competency, opportunity competency, relationship competency, commitment299
competency, conceptual competency and organizing competency are main dimension of entrepreneurial compe-300
tency.301

15 Conclusion302

There is a rapid expanding of entrepreneurship worldwide. Small businesses are viewed as a platform for303
entrepreneurs. Although the entrepreneurial competencies and entrepreneurial orientation have been considered304
separately towards small business performance, little research has been focused the theoretical merge of305
entrepreneurial competencies and orientation in a single research work in existing scientific studies. Very few306
studies have been considered the dynamic capabilities as a mediator and external environment as a moderator307
to investigate the relationship between entrepreneurship and business success.308

Entrepreneurial competencies enable the execution of ideas and opportunities by gathering relevant resources.309
Strategic, opportunity, relationship, commitment, conceptual and organizing competencies are well documented310
in the literature as main entrepreneurial competencies. Entrepreneurial orientation is regarded as the opportunity311
to track the organizational behaviour through innovation, pro-activeness and risk-taking. Entrepreneurial312
competencies are vital for entrepreneurs to perform effectively.313

Development of entrepreneurial competencies is critical to be a successful entrepreneur as they effect to the314
performance of small enterprises. Besides, lack of entrepreneurial orientation in small businesses can be a big315
challenge to achieving better performance. Thus, entrepreneurial orientation is a predictor of small firm’s business316
performance.317

Small businesses are necessary to adopt the dynamic capabilities approach. Sensing capability, seizing318
capability and reconfiguration capability are main dimensions of dynamic capabilities. They are important319
to enhance the business performance. Significance of dynamic capabilities mediates the relationship between320
entrepreneurial competencies and small business performance. Dynamic capabilities mediate the entrepreneurial321
orientation towards firm performance relationship as well. If the environment is dynamic, business firms can get322
more benefits from entrepreneurial activities. The business environment is important for small businesses and323
the competitiveness of small businesses depends on the environment. PESTEL analysis works best to investigate324
the environmental factors such as political, economic, social-cultural, technological, environmental and legal325
as main dimensions in the external environment. Business environment significantly moderates the relationship326
between entrepreneurial competencies and business success. External environment has a moderating role between327
entrepreneurial orientation and performance as well. Entrepreneur performance can be explained by using two328
main dimensions such as financial and strategic factors. Basic financial factors are profitability, growth and329
market value etc. and basic strategic factors are customer satisfaction, employee satisfaction, social performance330
and environmental performance etc.331

Based on this background, a conceptual model was introduced. Future researchers can use this conceptual332
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model to investigate the impact of competencies and orientation of entrepreneurs on dynamic capabilities towards333
entrepreneur performance in small business by considering external environment in deferent contexts.334
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Entrepreneurial competencies are associated with the
growing and sustainability of firms (Sajilan et al., 2016;
Sajilan and Tehseen, 2015; Owusu-Acheampong, 2014).
In entrepreneurial endeavours, competencies
reflect in the extent to which entrepreneurs are willing to
take risks so as to enable the enterprise succeeds
(Oyeku et al., 2014). Rahman et al., (2015) stated that
entrepreneurial competenciesaresignificant
contributors to entrepreneur business success.
Entrepreneurship competencies play a key role in the
survival and expansion of enterprises (Khan et al.,
2018). On the other side, inadequate entrepreneurial
competencies in SMEs could constitute a major
problem and barrier toward achieving a better
performance in SMEs (Pulka, Ramli & Mohamad, 2018).
In general, the results of conceptual studies on
entrepreneurial competencies and organizational
performance literature show a significant positive
correlation (Yusuff et al., 2016; Tehseen and Ramayah,
2015). Many studies have argued that a lack of
entrepreneurial competencies impedes success of
SMEs (Tehseen and Ramayah, 2015). Entrepreneurial
competencies are very critical for the firms’ success.

Entrepreneurial competencies were valuable and
intangible ability for firms to accomplish exceptional
performance (Al-Mamun et al., 2016; Tehseen and
Ramayah, 2015).
Grimmer et al. (2017) stated that the
performance of a small business is influenced by
several strategic factors, but the most important thing is
entrepreneurial competencies. According to Peric et al.
(2017) entrepreneurial competencies can enhance
business success. Effective entrepreneurs develop their
businesses throughcompetenciesof them.

Figure 2:
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