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Abstract: This study aims to verify of the relationship between Entrepreneurship 

Orientation and Market Orientation to Small and Medium Enterprise (SME) Performance, 

using the Resource Based View (RBV) theory approach. The research object used was SME 

entrepreneurs in DKI Jakarta. This research uses a quantitative research design. The data 

used in this research consists of primary data and collected through Google Forms, which 

are distributed online. The amount of data collected was 190 samples. The collected data 

will be analyzed using SEM-PLS Version 3.3.2. Statistical analysis test the outer and inner 

models. The results obtained indicate that Entrepreneurship Orientation plays a role in SME 

Performance, and Market Orientation does not affect SME Performance. The implication of 

this research shows that the Resource Based View theory is right to explain the relationship 

between Entrepreneurial Orientation and SME Performance because SME performance will 

be better if it has Entrepreneurial Orientation. 

 

Keywords: Entrepreneurial Orientation, Market Orientation, Firm Performance,   Small 

Medium Enterprise. 

 

Abstrak: Tujuan penelitian ini untuk memverifikasi hubungan antara Entrepreneurship 

Orientation and Market Orientation terhadap Kinerja UMKM dengan pendekatan teori 

Resource Based View (RBV) theory. Objek penelitiannya adalah pemilik usaha UMKM di 

wilayah DKI Jakarta. Penelitian ini menggunalan disain penelitian kuantitatif. Data yang 

digunakan adalah data primer dibuat dengan aplikasi Google Form dan didistribusikan 

secara daring. Data yang terkumpul sebanyak 190 sampel. Data dianalisis dengan 

pendekatan PLS-SEMHasil penelitian membuktikan Entrepreneurship Orientation 

berpengaruh positif terhadap kinerka UMKM, tetapi Market Orientation tidak berpengaruh 

signitfikan terhadap kinerja UMKM. Implikasi dari penelitian ini menjelaskan bahwa Teori 

RBV mampu menjelaskan dengan baik hubungan antara Entrepreneurship Orientation and 

Market Orientation terhadap Kinerja UMKM, sehingg kinerja UMKM akan menjadi lebih 

baik dengan keberadaan Entrepreneurial Orientation. 

 

Kata kunci: Entrepreneurial Orientation, Market Orientation, Firm Performance, Micro 

Small Medium Enterprise. 
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INTRODUCTION 
 

Small, and Medium Enterprises (SMEs) are one of the economic backbones in many 

developing countries. The existence of SMEs in Indonesia is considered very important for 

the national economy because it plays an important role in providing employment, driving 

regional economic growth, an important player in the development of local economic 

activities and community empowerment, creating new markets and sources of innovation, 

and contributing to maintaining the balance of payments. Even when the economic crisis 

occurred in 1998, it became the main buffer for the collapse of the Indonesian economy. 

The contribution of the SME sector in 2018 is 60% of Indonesia's GDP, employs 96% of 

the total national employment or 75.33 percent of the total non-agricultural workforce in 

Indonesia. SMEs have a proportion of 99.99% of the total business operators in Indonesia. 

Such a large contribution to the national economy proves the importance and sustainability 

of Indonesia's SMEs (Indonesia Central Bureau of Statistics, 2019). 
The important role of SMEs in the Indonesian economy is not supported by the 

phenomenon that occurs. Various problems that occur, hamper growth and disrupt the 

performance of SMEs. Data from the Ministry of Cooperatives Small and Medium 

Enterprises (2019) have reported that from 2015 to 2018, 1.7 million SMEs in Indonesia 

went out of business due to low performance. These problems can be divided into external 

and internal obstacles (Wang, 2016). Most internal obstacles occur because of the low 

quality of human resources in reading market needs, low management ability and slow pace 

of new technological adoption, the cost of research is almost non-existent for researching 

and developing new products; weak business networks and weak market penetration 

capabilities related to marketing capabilities and product quality; the ability of SME 

entrepreneurs to continue to innovate and the desire to take risks; lack of knowledge about 

market conditions, company characteristics/orientation (Jatmika, 2016). The external 

obstacles that arise, such as lack of access to market information, raw materials, and 

technology to gain market opportunities and enlarge market share (Nuari, 2017). These 

barriers are evenly distributed in many countries, especially in ASEAN countries. The 

biggest obstacle is difficult access to obtain loan funds, market information, and marketing 

skills. 

Viewed from the perspective of Resource-Based View (RBV) theory, performance is 

the manifestation of resources that forms strength and weakness, as well as an organizational 

or corporate boundary (Wernerfelt, 1984). Resources that have a sustainable competitive 

advantage and have impact on performance must have four characteristics of VRIN criteria 

(Valuable, Rare, Inimitable, and Non-substitutable (Barney, 1991). Resources can be 

classified as intangible and tangible resources. Resources that will produce a performance 

for the company are resources that can be controlled by the company (Amit & Schoemaker, 

1993). Conceptual framework of Resource-Based View (RBV) is possible to identify 

company resources that have the potential to be a driver of company performance, by linking 

resources power, ability, and decisive action with the achievement of sustainable 

competitive advantages that produce higher profits than competitors (Barney, 1991). The 

ability to compete from company resources arises if the company can build strategic 

orientation (Peteraf and Bergen, 2003). 

Strategic orientation is one form of intangible resources. The ability of Strategic 

Orientation is in the form of organizational excellence (Lonial and Carter, 2015). 
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Organizational excellence can provide sustainable profits and superior company 

performance (Zhou et al., 2007). Typologies of Strategic Orientation include Market 

Orientation (MO), Entrepreneurial Orientation (EO), Customer Orientation, Cost 

Orientation, Innovation Orientation, Competitor Orientation, Learning Orientation, 

Employee Orientation, and Interaction Orientation (Ferraresi et al., 2012). Entrepreneurial 

Orientation (EO) and Market Orientation (MO) are the two main components that are 

inherent to SME owners and have an impact on performance (Boso et al., 2016). This 

strategic capability possessed by SME owners is important and has impact on company 

performance because SME owners have a corporate function attached to one individual, 

which is to function as the owner and manager of the company. Because these two functions 

are inherent in SME entrepreneurs causing problems and agency costs can be eliminated 

because agency problems arise due to the ownership function being separated from the 

management function through agents (Jensen and Meckling, 1976). 

Entrepreneurial Orientation is a view and attitude that underlies the thoughts, 

concerns, or tendencies that business people have in the practice of strategic decision 

making, to identify and run a company's business. This attitude is reflected in the company's 

ongoing processes and culture. The form of attitude can be seen from the high participation 

of business people to engage in product market innovation, doing rather risky business, 

when the first time business people come with 'proactive' innovation to defeat their 

competitors. Another attitude is shown in the form of competitive aggressiveness and 

autonomy (Dess and Lumpkin, 2005). In many studies, Entrepreneurial Orientation is 

converted into three dimensions, namely innovativeness, proactiveness, and risk-taking 

(Covin and Slevin, 1989). 

(Omisakin et al., 2016) argue that companies with an competitive-aggressive 

orientation can revise competition rules, redefine industry boundaries through profits by 

entering into it, and improve market position. This action enables the company to gain 

substantial market share, outperform competitors, and increase revenue. Lumpkin & Dess 

(2001) describe business people who have an entrepreneurial orientation, will have an 

aggressive attitude of competitiveness. Business people tend to directly challenge their 

competitors to gain competitive advantage in the market. The businessman will innovate to 

use competitive methods that continuously developed. This concept is used to measure how 

an entrepreneur's company faces threats, and also refers to the company's response to the 

achievement of performance through competitive advantage. 

The results of the study of relationship between Entrepreneurial Orientation on 

performance show inconsistent results. (Alvarez-Torres et al., 2019) proved that 

Entrepreneurial Orientation (EO) had positive effect on performance, but one of the 

dimensions of EO namely Risk-Taking (RT) had negative effect on performance (Rezaei 

and Ortt, 2018). The results of other studies show different results. Differences are caused 

by using different dimensions measurement, namely Innovativeness, Proactiveness, 

Competitive Aggressiveness, Risk-Taking and Autonomy (Alvarez-Torres et al., 2019). 

Market orientation (MO) as an organizational culture through efficiency measures to 

achieve superior market value in the form of improving business performance (Narver and 

Slater, 1990). MO is part of strategic competencies that can increase market-based resources 
better (Talaja et al., 2017). The fact shows that market-oriented companies tend to have 

more new business opportunities and have better performance than companies that are not 

market-oriented, so this company is superior in competition and leads to profit growth and 
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market share (Armstrong et al., 2014). Market-oriented corporate culture is considered as 

the key to improving business performance because it prioritizes customer needs and 

focuses on customer satisfaction (Kumar et al., 2011). Thus, market orientation provides a 

positive relationship with business profitability. Whereas another opinion from (Gruber-

Muecke and Hofer, 2015) states that EO and MO directly and indirectly (through VRIN 

resources) increase competitive advantage and that competitive advantage leads to higher 

levels of company performance. Another opinion from (Narver and Slater, 1990) states that 

the creation of superior customer value is also associated with improved performance and 

is the key to competitive advantage and performance. Therefore according to (Buli, 2017), 

SME Managers need to be encouraged to be involved in the MO to respond to customer 

requests and realize business performance goals. The results of the study demonstrate an 

inconsistent relationship between market orientation (MO) and company performance, 

especially SMEs. The results of the study prove that MO has a positive effect on the 

performance of SMEs (Lekmat et al., 2018; Protcko and Dornberger, 2014). Other studies 

prove no effect (Buli, 2017; Shehu and Mahmood, 2014). 

From the component of entrepreneurial orientation (EO), such as aggressive attitude, 

involves risk factors, because the entrepreneurial orientation depicts entrepreneurs as 

rational decision-makers who take risks on business opportunities. Risks occur because 

decisions made involve high probability of failure (Wiklund and Shepherd, 2003). Risk-

taking as a company's willingness to seize business opportunities, even though the company 

does not know whether this business will succeed or not, and the company's willingness to 

act boldly without knowing the consequences (Matchaba-Hove and Vambe, 2014). 

Therefore all business decisions involve an element of risk (Deepa and Manalel, 2016). 

The purpose of this study is to verify the theory of the relationship between 

Entrepreneurial Orientation and Market Orientation on the performance of SMEs. Analysis 

uses the theory of Research-Based View (RBV) approach. The novelty of this research is to 

verify the theoretical model by combining two studies, namely (Ali et al., 2020) and (Najmi 

and Abror, 2019), and conducted in 2019 in DKI Jakarta, Indonesia which is a developing 

country. The sample of this research is SME entrepreneurs in DKI Jakarta. The choice of 

SME entrepreneurs is because the manager is also the owner, so that agency problems do 

not occur, thus the performance of SME companies can also be assessed as the owner's 

performance. 

 

THEORETICAL REVIEW 
 

Resource Based View Theory. Resource-Based View (RBV) theory was first put forward 

by (Wernerfelt, 1984), who said that the company is a vast collection of resources, in the 

form of Tangible or Intangible Assets that are bound to the company. (Barney, 1991) 

explains that company resources must meet VRIN (Valuable, Rare, Inimitable, and Non-

substitutable) criteria to achieve sustainable competitive advantage and produce 

extraordinary performance. (Zhou et al., 2007) states that Strategic orientation is one of the 

intangible assets owned by a company, which can lead to superior company performance. 

(Ferraresi et al., 2012) states that the Strategic Orientation consists of seven types of traits, 

namely Market Orientation (MO), Entrepreneurial Orientation (EO), Customer Orientation, 

Cost Orientation, Innovation Orientation, Competitor Orientation, Learning Orientation, 

Employee Orientation and Interaction Orientation. (Runyan et al., 2006) state that for small 
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business owners, Entrepreneurship Orientation (EO) is one part of management skills, and 

is a resource that can provide competitive advantage and can improve small business 

performance. (Talaja et al., 2017) state that the MO represents strategic competencies that 

increase better utilization of market-based assets/resources, and the MO directly and 

indirectly (through VRIN resources) increases competitive advantage and that competitive 

advantage leads to higher levels of company performance. Whereas (Nguyen, 2018) states 

that the use of resources such as Management Accounting Systems (MAS) in market-

oriented companies, in addition to meeting the VRIN requirements in RBV theory, will 

enable companies to promote learning and create knowledge so that company performance 

is superior. 

 

SME Performance. (Westover, 2008) states that Performance is considered as the ability of 

organizational functions to achieve their goals by utilizing available resources efficiently 

and effectively. (Borshalina, 2015) herself states that if a company has good performance, 

then the company can continue to survive, profit and grow. Performance is 

multidimensional, and from many literature studies, a variety of performance indicators are 

used when assessing the association between Entrepreneurial Orientation (EO) and Market 

Orientation (MO) and business performance (Rauch et al., 2009). Firm Performance is 

usually measured by the owner's perception of the overall performance (Overall 

Performance), through comparison between organizational performance with company 

goals (Kirca et al., 2005). This is supported by (Yadav et al., 2019), which states that Firm 

Performance is an indicator of the achievement of company goals and to measure the 

performance of SMEs that have different sizes and handle different product categories, 

therefore it is better to use subjective indicators because it is very difficult to find an 

objective measure of SME performance in the form of financial statements. The majority of 

SMEs are not organized and are far from standard accounting and bookkeeping procedures. 

In addition, according to (Martin and Javalgi, 2016), research on performance is 

recommended to adopt subjective measurements so as to assess efficiency, effectiveness, 

and adaptability. 

To measure performance subjectively, some previous studies also used profitability, 

as measured by the Return On Asset ratio, employee growth rate & Market Share (Gruber-

and Hofer, 2015); Market Share, Sales Growth and profitability (Sahibzada Jawad et al., 

2019); Sales Growth, Profit Growth and Return on Investment (Kocak et al., 2017); Sales 

Growth, Employment Growth, Gross Margin, Profitability (Buli, 2017); Sales Growth, 

Increasing the Number of Workers (Employment Growth), Gross Profits Margin (Balodi, 

2019). 

 

Entrepreneurial Orientation and SME Performance. Entrepreneurial orientation (EO) is 

defined as a process of forming a strategy by making the organization have entrepreneurial-

based actions and decisions. (Rauch et al., 2009) Businesses with strong EO have better 

performance (Covin and Slevin, 1989; Wiklund and Shepherd, 2005). EO is categorized as 

a critical process in organizations that helps companies to survive and improve the 

performance of their organizations. (Amin et al., 2016) EO is categorized as a critical 
process in organizations that helps companies to survive and improve the performance of 

their organizations (Amin et al., 2016; Khalili et al., 2013). SMEs that adopt an 

Entrepreneurship Orientation do their activities better than others (Semrau et al., 2016). 
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Dimensions of Entrepreneurship Orientation, namely Innovativeness, Risk-Taking, 

and Proactiveness (Miller, 1983). Innovativeness can be interpreted as company's 

willingness to support renewal, creative processes and the development and growth of new 

ideas through experiments, which lead to the development of new products, new services, 

new marketing methods and new organizational methods in the company's business 

practices (Aladejebi et al., 2018), so companies are guided to become more competitive in 

the market by providing value to the company and its customers (Balodi, 2019). (Matchaba-

Hove and Vambe, 2014) states that Risk-Taking can be defined as the company's 

willingness to seize the opportunity, even though the company does not know whether this 

business will succeed or not, and the company's willingness to act boldly without knowing 

the consequences. Other opinions from (Mason et al., 2015) states that Risk-Taking can also 

be identified as a trend that involves taking bold actions against the unknown and utilizing 

significant resources to conduct business in an uncertain environment. according to (Wolff 

et al., 2015), Proactiveness is individual behavior that can be shown by facing competitors, 

through maximizing business opportunities. (Mason et al., 2015) hiSMElf states that 

Proactive activities also mean looking for opportunities using future perspectives, which are 

characterized by introducing new products and services and acting as an anticipation of 

future demand. Whereas (DeepaBabu and Manalel, 2016) argues that proactiveness is 

related to taking one step ahead of competitors. 

(Runyan et al., 2006) and (Ferreira and Garrido, 2008), also stated that 

Entrepreneurship Orientation (EO) is an intangible resource to achieve competitive 

advantage and can improve the performance of small businesses. In a highly competitive 

environment, a strong entrepreneurial spirit in Entrepreneurial Orientation, is an important 

element that needs to be considered for assessing company performance (Riviezzo et al., 

2013). While other opinions say that, when a company decides to exploit new opportunities, 

which may involve risks as well, must be equipped with capabilities contained in the EO 

dimensions, so the company can become a proactive and aggressive entity, to achieve 

competitive advantage against rivals, which which will improve the company's performance 

(Yadav et al., 2019). 

The results of research conducted by (Keh et al., 2007) show that Entrepreneurial 

Orientation has positive influence on business performance. Besides, a meta-analysis of 51 

studies conducted by (Rauch et al., 2009) revealed that the impact of EO on performance 

was quite large. Research conducted by (Matchaba-Hove and Vambe, 2014) in Eastern 

Cape, South Africa shows that the dimensions of entrepreneurial orientation (innovative, 

proactive, and competitive aggressiveness) have a positive effect on business performance, 

while risk-taking and autonomy do not have a significant effect on performance company. 

Recent empirical studies show a positive relationship between EO and organizational 

performance (Campos and Valenzuela, 2013; Buli, 2017; Sahoo and Yadav, 2017). Also, 

most of previous studies used the Miller/Covin and Slevin concepts and using 3 EO 

dimensions, namely Innovativeness, Proactiveness, and Risk-Taking to measure the effect 

of EO on performance (Jogaratnam, 2018; Montiel-Campos, 2018). However, several 

studies also found a negative or insignificant relationship between EO and Performance 

(Affendy et al., 2015). Based on a theoretical study and relevant research results, a 
hypothesis was built: 

Hypothesis 1: Entrepreneurial Orientation has positive effect on SME Performance. 
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Market Orientation and SME Performance. Market orientation is the most efficient and 

effective organizational culture for creating the behaviors needed to create the best value 

from customers and superior performance for business (Narver and Slater, 1990). Market 

Orientation (MO) is a knowledge-based intangible resource, which ensures the provision of 

higher value to customers (Vega-Vázquez et al., 2016). Market orientation (MO) contributes 

most strongly to performance compared to alternative strategic orientations such as 

innovation, learning, and entrepreneurial orientation (Grinstein, 2008). This is supported by 

(Ho and Spillan, 2010), which states MO allows companies to immediately respond to 

changes in the market by presenting new products and services. 

Market orientation consists of three dimensions, namely customer orientation, 

competitor orientation, and interfunctional coordination (Narver and Slater, 1990). 

Customer orientation requires business owners to understand buyers, so as to create superior 

value for them continuously (Narver and Slater, 1990). Customer orientation emphasizes 

the role of understanding target customers, by analyzing the needs and desires of their 

customers (Zhou et al., 2007). Customer-oriented companies can develop and maintain 

close relationships with customers and get fast feedback from them (Zhou and Li, 2010). 

Customer orientation influences company performance by increasing customer commitment 

and loyalty and increasing company innovation and quality (Osman, 2014). Competitor 

orientation focuses on understanding and responding to competitors 'strategies and focus on 

matching their competitors' marketing initiatives (Zhou et al., 2007). Competitor orientation 

also refers to understanding the weaknesses and strengths of competitors, providing superior 

value to customers, and defeating competitors (Kumar et al., 2011; Hussain et al., 2015). 

Competitor orientation also refers to the company's understanding of current and potential 

competitors regarding their strengths and weaknesses as well as their long-term capabilities 

and strategies (Osman, 2014). 

MO is conceptualized as an organizational culture, which efficiently provokes 

superior market value creation behavior and subsequently improves business performance 

(Ngo and O’Cass, 2012). The facts show that market-oriented companies tend to have more 

new business opportunities and have better performance than companies that are not market-

oriented so that these companies are superior in competition and grow in terms of profit and 

market share (Armstrong et al., 2014). (Talaja et al., 2017) state that the MO represents 

strategic competencies that increase better utilization of market-based assets/resources, and 

the MO directly and indirectly (through VRIN resources) increases competitive advantage 

and that competitive advantage leads to higher levels of company performance. Another 

opinion from (Narver and Slater, 1990) states that market orientation provides a positive 

relationship to business profitability. Meanwhile, according to (Kumar et al., 2011), Market-

oriented corporate culture is considered a key to improving business performance because 

it prioritizes customer needs and focuses on customer satisfaction. Another opinion from 

(Gruber-Muecke and Hofer, 2015) states that the creation of superior customer value is also 

attributed to improved performance and is the key to competitive advantage and 

performance. Therefore according to (Buli, 2017), SME Managers need to be encouraged 

to be involved in the MO to respond to customer requests and realize business performance 

goals. 
According to (Protcko and Dornberger, 2014) and (Lekmat et al., 2018), MO is 

positively related to the performance of SMEs. (Buli, 2017) also found that MO was an 

important factor for SME performance. However, (Shehu and Mahmood, 2014) failed to 
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find a direct relationship between MO and SME performance. Another opinion from (Njeru 

and Kibera, 2016) states that market orientation (MO) has been recognized by scholars and 

practitioners as the main key related to thinking about modern marketing methods, and one 

of the determinants of superior company performance, and a key source of competitive 

advantage. Based on the theoretical framework and relevant research findings regarding the 

relationship between market orientation and SME performance, one hypothesis can be built. 

Hypothesis 2: Market orientation has positive effect on SME Performance. 

 

METHODOLOGY 
 

The research design uses primary data with a survey sample in DKI Jakarta, Indonesia 

and focuses on SMEs as respondents through questionnaires distributed online using Google 

Forms. The sampling method used is the Non Probability Sampling method, with the criteria 

used to select the sample are owners/managers of SME businesses of management level or 

higher, in DKI Jakarta, Indonesia and SMEs that have been running for two years. Testing 

is done using Smart PLS software 3.3.2. 

Entrepreneurial Orientation will be measured using nine items, developed by (Covin 

and Slevin, 1989) which contains three dimensions, namely, Innovativeness, Proactiveness, 

and Risk-Taking as in the research of (Ali et al., 2020). A total of nine items measured will 

undergo a small modification of sentence changes to make it easier to understand. Whereas 

Market Orientation will be measured using the MKTOR scale, which was adapted from 

(Narver and Slater, 1990) and only uses two dimensions, namely Customer Orientation and 

Competitor Orientation as in the study of (Najmi and Abror, 2019). A total of ten items 

measured will undergo a small modification of sentence changes to make it easier to 

understand. To measure the performance of SMEs (SME Firm Performance), use subjective 

measurements based on respondents' perceptions about Sales Growth, Profit Growth, 

Employment Growth, Market Share Growth (Murni, 2017). The measurement of 

Entrepreneurship Orientation, Market Orientation, and Firm Performance (SME 

Performance) will use the Ordinal 1-10 scale, where this scale shows (1 = Strongly Disagree; 

10 = Strongly Agree). 

Research data is quantitative, and the data will be analyzed by Outer Model test, to 

test the validity and reliability of the relationship of variables with their latent variables 

through the Convergent Validity Test, Discriminant Validity Test, Reliability Test, and 

Cross Loading Test; and the Inner Model test, to test the relationship between latent 

variables through the Coefficient of Determination and the Goodness of Fit Test (Ghozali 

and Latan, 2014). Then the next stage is testing the hypothesis for each research variable 

using the T-test with boostrapping. 

 

THE RESULTS OF STATISTICAL TESTS   
 

Two hundred and twenty (220) self-administered questionnaires distributed, and the 

number of data returned was two hundred and seven (207) questionnaires from 

entrepreneurs and SME managers at the managerial level and above in DKI Jakarta. From 
two hundred and seven (207) questionnaires returned, only 190 data were filled out 

completely and could be tested, because the data is incomplete to be filled. 
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Figure 2. Convergent Validity Test Loading Factor Results 

 

Figure 2 shows the results of convergent validity tests (Path Coefficient) which 

explains that all indicators on the variable Entrepreneurial Orientation (EO), Market 

Orientation (MO), and Firm Performance (FP) have a Loading Factor value > 0.6. This 

means that the indicators measuring 0f all have valid, so that all indicators can be used for 

further analysis. To strengthen the convergent validity test results, a disveriminant validity 

test with cross loading is performed. Discriminant validity test results are presented in Table 

1. Based on the results shown in Table 1, each indicator on the Entrepreneurial Orientation 

(EO), Market Orientation (MO), and Firm Performance (FP) variables has the largest Cross 

Loading value on the variable it forms compared to other variables. Therefore, the indicators 

used in the study have fulfilled discriminant validity. 
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Table 1. Discriminant Validity Test with Cross Loading 

 

Indikator 
Entrepreneurial 

Orientation 
Market Orientation Firm Performance 

INO - 1 0.642 0.527 0.180 

INO - 2 0.773 0.707 0.249 

INO - 3 0.723 0.581 0.202 

INO - 4 0.672 0.527 0.205 

PRO - 1 0.702 0.675 0.178 

PRO - 2 0.803 0.692 0.320 

PRO - 3 0.859 0.778 0.313 

PRO - 4 0.858 0.756 0.328 

RT - 1 0.798 0.732 0.269 

RT - 2 0.785 0.755 0.252 

RT - 3 0.827 0.702 0.411 

RT - 4 0.730 0.749 0.223 

CO - 1 0.537 0.694 0.155 

CO - 2 0.667 0.819 0.212 

CO - 3 0.702 0.846 0.216 

CO - 4 0.786 0.884 0.276 

CO - 5 0.654 0.882 0.203 

CO - 6 0.795 0.881 0.300 

CPO - 1 0.763 0.810 0.285 

CPO - 2 0.772 0.796 0.259 

CPO - 3 0.776 0.880 0.365 

CPO - 4 0.813 0.827 0.331 

FP - 1 0.326 0.290 0.885 

FP - 2 0.308 0.286 0.887 

FP - 3 0.310 0.279 0.881 

FP - 4 0.270 0.265 0.745 
 

Table 2 was the results of the reliability test with the Cronbach’s Alpha, Composite 

Reliability, and AVE tests. From the three test equipment, the values of each variable were 

obtained: Cronbach's Alpha value> 0.7 Composite Reliability value> 0.7. and AVE> 0.5. 

This value meets the criteria of the test equipment (Hair et al., 2014), thus all research 

variables are declared reliable. R-Square value for Firm Performance is 0.128 or 12.8%. 

This shows that the Entrepreneurial Orientation (EO) and Market Orientation (MO) 

variables can explain the Firm Performance variable by 12.8%, while the remaining 100% 

- 12.8% = 87.2% are explained by other variables outside this study . Table 2 presents the 

Goodness of Fit test, the results obtained NFI values closer to 1.0, so that the model is said 

to be Fit. The value of Goodness of Fit using equation (1). The results of the Goodness of 

Fit (GoF) test = 0.292038. This value is classified as medium  (Wetzels et al., 2009). 

 

  GoF = √𝑅2 𝑥 𝐴𝑉𝐸̅̅ ̅̅ ̅̅   ....................................................................................... (1) 
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Table 2. Reliability Test & Inner Model (Determination Coefficient and Goodness of Fit)  

 

Variabel 
Cronbach’s 

Alpha 

Composite 

Reliability 
AVE 

R 

Square 
𝑨𝑽𝑬̅̅ ̅̅ ̅̅  NFI 

Goodness 

of Fit 

Entrepreneurial 

Orientation 
0.936 0.945 0.589 

0.128 
0,66633

  
0.834 0.292038 

Firm 

Performance 
0.872 0.913 0.685 

Market 

Orientation 
0.949 0.956 0.725 

 

Table 3 shows the results of hypothesis testing on the performance of SMEs. the value 

of the path coefficients in the Market Orientation and Entrepreneurial Orientation variables 

towards Firm Performance were positive.  

 

Table 3. t-test Inner Model 

 

Variabel Path Coefficient t-statistics p-values 

Entrepreneurial Orientation  Performance 0.311 2.101 0.036 

Market Orientation  Performance 0.052 0.364 0.716 

 

Table 3 also shows that the first Hypothesis (H1) was not rejected because (t-statistic 

= 2.101> 1.96; p-value = 0.036 <0.05). Therefore, Entrepreneurial Orientation has positive 

effect on Firm Performance and the second Hypothesis (H2) is rejected because (t-statistic 

= 0.364 <1.96; p-value = 0.716> 0.05). Market Orientation has no effect on Firm 

Performance at DKI Jakarta SMEs 

 

DISCUSSION 
 

Based on the results of testing the research hypothesis, it can be seen that 

Entrepreneurial Orientation (EO) has positive effect on SME Performance on SME owners 

/ managers in DKI Jakarta. Better Entrepreneurial Orientation will be able to improve the 

performance of SME. The Entrepreneurship Orientation encourages SME owners to 

continue to innovate in order to increase sales and continue to attract customers. 

Performance can be maintained and improved through management policies that 

continuously proactively introduce the new products at every opportunity to consumers, 

because proactive indicators (PRO-3 and PRO-4) make the greatest contribution of all 

indicators of the EO variable. Proactively done while maintaining and improving and being 

a pioneer in terms of sales services to consumers (PRO-3) and improving the ability to use 

technology (PRO-4) before competitors do. 

This supports previous research by (Jogaratnam, 2018) which states that EO creates 

distinct benefits for SMEs through the ability to innovate and take advantage of 

opportunities for competitive advantage, which will result in better performance. This result 

is in accordance with (Najmi and Abror, 2019), which states that SMEs that have a proactive 

attitude will continue to take advantage of opportunities by continuing to look for market 

needs and desires through the selection of appropriate strategies and produce good business 

performance. However, this opinion is contrary to the opinion of (Solikahan and 
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Mohammad, 2019), which states that SMEs generally do not consider the strategies used, 

and focus more on profit alone, so that in their business activities do not use 

Entrepreneurship Orientation (EO) as the basis for making and taking decision. 

The results of this study are consistent with the results of the study (Borshalina, 2015; 

Matthias et al., 2016; Hussain et al., 2017; Aladejebi et al., 2018; Ali et al., 2020), which 

state that there is positive Entrepreneurial Orientation effect on SME Performance. 

However, the results of this study are not appropriate and contradict the results of research 

from (Affendy et al., 2015) and (Solikahan and Mohammad, 2019), which states that there 

is no effect of Entrepreneurial Orientation on SME Performance.  

In addition, based on the results of testing the research hypothesis, it can be seen that 

the Market Orientation variable does not affect SME Performance on SME business 

owners/managers in DKI Jakarta. This is in accordance with (Octavia and Ali, 2017) which 

states that small businesses such as SMEs, are not always customer-oriented and 

competitors-oriented, because SME entrepreneurs lack motivation to win the competition 

and rarely do market analysis to find out the target market. Failure to encourage market 

orientation because most SMEs in Indonesia tend to position the company as a follower in 

market competition. Some even position it as a filler in a small portion of the market where 

competitors are difficult to enter the market. Another reason, winning market competition 

requires the ability to research product development. This requires a relatively large source 

of funds. Funding at SME'S in Indonesia is a classic problem that continues to be repeated 

all the time. This is an input for the government to take bold policies so that SMEs develop 

and become the backbone of strong and independent economic actors. 

Male SME managers tend to open businesses without having preliminary & thorough 

planning and open a business just to establish relationships (networking) and increase 

degrees. While women SME managers tend to open businesses so they have more flexible 

work time to take care of the family. This opinion is supported by Solikahan & Mohammad 

(2019), who stated that SMEs tend to be more passive in marketing their products and do 

not implement any strategy to increase their market share, so that their business performance 

does not improve. In addition, it can also be concluded that the selection of the right strategy 

and market analysis will influence company policies and the selection of the types of 

products to be sold to suit the market's desires so as to make SME entrepreneurs more 

profitable. Choosing the right strategy can also make SME entrepreneurs not need to 

compete in a market environment that is already dominated by large companies or 

overcrowded markets, resulting in a price war that will affect the large profits that will be 

obtained by SME entrepreneurs. 

The results of this study are consistent with the results of research conducted by 

(Kajalo and Lindblom, 2015), (Octavia and Ali, 2017) and (Solikahan and Mohammad, 

2019),who stated that there was no effect of Market Orientation on SME Performance. 

However, the results of this study were not appropriate and contrary to the results of research 

conducted by (Amin et al., 2016), (Masa’deh et al., 2018), (Najmi and Abror, 2019), (Rashid 

et al., 2019), and (Ali et al., 2020) which states that there is an influence of Market 

Orientation on SME Performance. 
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CONCLUSION 
 

The results of this study indicate that Entrepreneurship Orientation affects Firm 

Performance in SMEs and there is no influence between Market Orientation and Company 

Performance. In a competitive business environment, companies need to implement 

Entrepreneurial Orientation, in order to determine the company's strategic direction to 

develop products and services at the right time to meet current market needs and customer 

needs. In addition, it can also be concluded that the results of this study can provide 

important insights on improving the performance of SMEs in developing countries such as 

Indonesia. The results of this study will increase the knowledge of managers and owners of 

SMEs in order to improve the performance of their companies, in order to stay afloat, grow, 

and gain profits in a competitive business environment. A competitive business environment 

brings many challenges to a company, therefore it can be concluded how important it is for 

companies to implement Entrepreneurial Orientation. 

 

Limitation of the Study and Implications for Future Research. Future studies must (i). 

added the number of samples to be tested because the number of SMEs that are widespread 

and spread in DKI Jakarta still cannot be thoroughly examined due to the influence of the 

COVID-19 pandemic, which caused the government to issue a Large Scale Social Limiting 

Policy (PSBB) in DKI Jakarta making it difficult to collect data (ii) focus is broadly 

examining other variables that can affect the relationship between EO, MO and SME 

company performance, due to the large R-Square value that is still low in this study. Other 

variables as a link (mediation or moderation) that have been used in other studies such as, 

Product Quality mediation variables (Yang and Ju, 2017), Customer Engagement mediation 

variables (Al Mamun et al., 2018), mediating variables Financial Capital (Financial Capital) 

and Export Market Turbulence (Boso et al., 2016), mediating variables Responsive attitude 

in decision making (Decision Responsiveness) (Rashid et al., 2019). (iii) extend the 

observation year to 5 years, other than because this study was affected by the COVID-19 

pandemic which affected the performance of all SMEs in DKI Jakarta, but also because it 

was able to obtain a more complete picture of company performance and (iv) not only use 

Subjective measurements but also use objective measurements to measure performance, 

although SME performance is usually the owner's performance because the SME owner also 

acts as the manager of SME, so there is no agency cost and influence in measuring SME 

performance. 
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