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Abstract

The primary objective of this study is to explore the intricate relationship between learning orientation, business
strategy, and firm performance among small and medium-sized enterprises (SMEs) in Indonesia. By examining the
impacts of innovation, proactiveness, and risk-taking on both business strategy and learning orientation, this research
aims to shed light on the factors influencing SME success. Surveys were administered to a purposive sample of 300
SMEs in Jakarta and West Java, and data were analyzed using structural equation modeling. The findings indicate that
innovation positively influences both business strategy and learning orientation, whereas proactiveness has a minimal
impact on business strategy but significantly affects learning orientation. Furthermore, risk-taking emerges as a crucial
driver of both business strategy and learning orientation. This study contributes by providing empirical evidence on the
significance of entrepreneurial traits in shaping SME performance and offers practical insights for enhancing
organizational sustainability and growth in the Indonesian business context.
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Introduction

In this competitive landscape, companies are compelled to outperform their rivals by adopting best
management practices to enhance performance and productivity (Tallman, 2017). Entrepreneurial
orientation (EO) is a critical factor in improving company performance, as highlighted by Wahyuni and
Sara (2020). Additionally, learning orientation is essential for advancing high-level generative learning,
which is a vital aspect of unique corporate competence (Pratono et al., 2019). This orientation contributes
to improved corporate performance, as evidenced by Garcia Cabrera et al. (2023). The discussion
underscores the effectiveness of learning orientation in developing new competitive advantages and
sustainably enhancing company practices, supported by findings from Cuevas Vargas et al. (2019).

Many past studies have examined EO as a single concept without considering how its individual
elements affect company performance. This approach is seen in research by Ferreras Méndez et al. (2021),
Isichei et al. (2020), and Vaitoonkiat & Charoensukmongkol (2020). According to the findings of
Virglerova et al. (2020), when SMEs effectively utilize their internal resources, proactively adapt to market
fluctuations, explore potential opportunities, and embrace risks in initiating new ventures, their overall
performance is likely to improve. Thus, the aim of this research is to examine the secondary effects of three
components of EO—innovation, proactivity, and risk-taking—on a firm's performance.

Innovation refers to a company's ability to generate new ideas and apply them to products, services,
or processes. Innovative capabilities enable companies to remain relevant and competitive in an ever-
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changing market (Bae & Choi, 2021; Isichei et al., 2020). By innovating, companies can meet evolving
customer needs and create unique added value (Twum et al., 2021).

Proactiveness is the ability of a company to anticipate and respond to market changes before
competitors do. Proactive attitudes allow companies to capitalize on new opportunities and effectively
counter market threats (Kallmuenzer & Peters, 2018; Isichei et al., 2020). Proactive companies not only
respond to current trends but also create new trends that can provide a competitive advantage (Trieu et al.,
2023).

Risk-taking is the willingness of a company to pursue uncertain opportunities. Although risk-
taking can bring uncertainty, it can also pave the way for significant growth and innovation (Danso et al.,
2016; Ling, 2019). Strategic risk-taking can yield substantial rewards and enable companies to achieve a
stronger market position (Sahasranamam & Raman, 2018).

Within the EO framework, Learning Orientation (LO) and Business Strategy can act as mediating
variables that strengthen the impact of EO on company performance. Learning Orientation reflects
organizational values focused on acquiring, shaping, disseminating, and utilizing knowledge (Alerasoul et
al., 2022). LO helps companies improve efficiency and support advanced learning levels, including
generative and double-loop learning (Li et al., 2021). By adopting LO, companies can better adapt to
changes in the business environment and enhance their innovative capabilities (Goerzig, 2022; Boso et al.,
2017).

Business Strategy is a long-term plan designed to achieve company goals by utilizing internal
resources and capabilities. Effective business strategies can enhance a company's productivity and
competitiveness (Hariyati & Tjahjadi, 2018; Suswadi et al., 2022). These strategies include various
approaches such as cost leadership, marketing, innovation, and differentiation (Souto & Fadel, 2019).
Integrating EO into business strategy can improve overall performance (Kwak et al., 2018).

Previous research has extensively examined the relationship between EO and company
performance, focusing on one or more EO components such as innovation, proactiveness, and risk-taking
(Bae & Choi, 2021; Isichei et al., 2020). However, these studies often overlook the mediating role of
learning orientation and business strategy in strengthening the impact of EO on company performance.
Additionally, some studies emphasize specific industries or geographic regions (Kallmuenzer & Peters,
2018; Danso et al., 2016).

The novelty of this study lies in its comprehensive approach to examining the simultaneous
influence of the three EO components on company performance, considering the mediating role of learning
orientation and business strategy. This research not only enhances the understanding of how EO directly
affects company performance but also provides new insights into how learning orientation and business
strategy can strengthen this relationship. Thus, this study offers a more holistic and practical perspective
for companies in designing strategies to achieve sustainable competitive advantage in a dynamic global
market.

This research significantly enriches the understanding of EO, learning orientation, and Small and
Medium Enterprises (SMEs) performance, particularly within the Indonesian context. Unlike previous
studies that treat EO as a single concept, this study breaks it down into innovation, proactivity, and risk-
taking, examining their individual and combined effects on firm performance. By focusing on Indonesian
SMEs, it addresses unique challenges like regulatory environments and technology transfer, offering
practical insights for policymakers and practitioners. Moreover, the study highlights the critical role of
learning orientation in achieving sustainable competitive advantages and improved organizational
outcomes. It also provides empirical evidence on the importance of external collaboration in enhancing
innovation among SMEs. Additionally, it offers valuable insights into how SMEs can leverage innovative
practices and technological advancements to navigate crises.

Literature Review

The Resource-Based View (RBV) theory, which posits that a company's unique and valuable
resources are essential for gaining a competitive advantage and improving overall performance, is heavily
relied upon in this research, supported by Mansour et al. (2022). According to RBV, diverse resources
foster unique capabilities for long-term success and sustainable growth, as noted by Falatoonitoosi et al.
(2022) and Yu et al. (2021). Previous studies (Srimulyani et al., 2023; Tarihoran et al., 2023; Zhang & Wu,
2017) propose that effectively utilizing internal resources greatly enhances organizational performance.
The RBV hypothesis, focusing on internal strengths, aims to improve performance and gain a competitive
edge, particularly for Small and Medium Enterprises (SMES). It is suggested that organizations enhance
specific skills using their resources to adapt to external circumstances, supported by Corvello et al. (2023).
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However, Srimulyani et al. (2023) suggest modifying the RBV theory for a productive internal management
system to improve company performance, echoed by H. Chen et al. (2023), who emphasize the significance
of understanding and leveraging internal resources for progress, sustainability, and a competitive
advantage.

Entrepreneurial Orientation (EO) signifies an organization’s tendency toward innovation, risk-
taking, and proactiveness. Studies by Dankiewicz et al. (2020) and Isichei et al. (2020) emphasize these
qualities as crucial factors enhancing organizational performance globally (Glodowska et al., 2019).
Research by Bae & Choi (2021) and Isichei et al. (2020) suggests that technological advancements facilitate
EO, while Zbierowski (2020) notes that the internal environment plays a crucial role in shaping
performance, challenging the universal applicability of EO behaviors across industries, supported by Jain
et al. (2023). This study focuses on three dimensions—innovation, proactivity, and risk-taking (Twum et
al., 2021).

Thus, this study's focal point is the conceptual framework, which incorporates three significant
aspects: Entrepreneurial Orientation (EO), learning orientation, and SMES performance. It proposes that
SMEs should commit to investing in their internal resources, respond proactively to market changes,
aggressively pursue opportunities, and embrace risks in implementing innovative ideas. Their overall
performance is likely to improve. Additionally, within this framework, the development of a learning
orientation is crucial.

H1: Innovation significantly contributes to the growth of a learning attitude within SMEs.
H2: Innovation positively affects the business strategy of SMEs.

Proactiveness, as per Kallmuenzer & Peters (2018), involves predicting and meeting customer
demands through innovative products and services. This internal factor, crucial for organizational success,
allows capitalization on industry trends and fosters entrepreneurial spirit (Isichei et al., 2020).
Understanding and fulfilling future consumer needs significantly enhances overall business performance.
Firms, as highlighted by Trieu et al. (2023), can improve operations by assessing current market demands
and forecasting future trends. Proactiveness extends beyond responding to current activities, involving a
blend of present and future-oriented business strategies, encompassing the ability to anticipate novel ideas
and market opportunities.

H3: Proactiveness has a positive impact on promoting a mindset of continuous learning within SMEs.
H4: SMEs benefit from implementing a proactive approach in their business plan.

Risk-taking in organizations, as described by Kallmuenzer & Peters (2018), refers to engaging in
uncertain actions. According to Danso et al. (2016), SMES entrepreneurs' propensity for risk correlates
with improved performance, driven by an internal locus of control and desire. Ling (2019) demonstrates
that financial risks significantly impact company performance. The impact of risk-taking varies based on
organizational goals, as noted by Martin Rojas et al. (2023). Entrepreneurs aiming for business growth
automatically assume risks, supported by Sahasranamam & Raman (2018), who argue that a control-
oriented mindset encourages risk-taking. Lingens et al. (2021) illustrate this with an example: keeping
money in a bank is low-risk, while investing in the business is high-risk, highlighting varied degrees of risk
based on financial decisions. Overall, risk-taking is integral to entrepreneurial behavior, influencing
business strategy and outcomes.

H5: Engaging in risky activities actively helps promote a mindset of learning within SMEs, leading to
positive effects.
H6: SMEs can benefit from incorporating a willingness to take risks into their business strategy.

Learning Orientation (LO), defined by Alerasoul et al. (2022), encompasses organizational values
focused on acquiring, shaping, disseminating, and utilizing knowledge. Strategic management experts
assert that a robust learning orientation enhances enterprise efficiency and supports advanced learning
levels, including double-loop and generative learning (Li et al., 2021). Corporate structural learning,
highlighted by Goerzig (2022), this involves eliminating outdated procedures and emphasizing the
continual reassessment and refinement of organizational processes to ensure relevance and practicality in a
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dynamic business environment. Overall, LO is crucial for organizations aiming to adapt, innovate, and
maintain competitiveness. Entrepreneurship learning, as highlighted by Boso et al. (2017), embodies an
organization's commitment to innovation, risk-taking, and responsiveness to consumer demands, fostering
generative learning.

H7: A learning-oriented viewpoint positively impacts SMEs.

H8: The learning orientation of SMEs facilitates the positive effect of innovation on their performance by
acting as a mediator.

H9: The significance of learning orientation in facilitating the positive effect of proactiveness on SMES
performance cannot be underestimated.

H10: A learning mindset is important in ensuring that taking risks has a beneficial effect on the growth and
success of SMEs.

Innovativeness

Learning
Orientation

Firm

Risk Takin
: ‘g Performance

Business Strategy

Proactiveness

Figure 1. Conceptual framework

A study by Hariyati & Tjahjadi (2018) found a positive effect of business strategy on
organizational performance in the Indonesian manufacturing industry. Experts, including Suswadi et al.
(2022), stress the crucial role of business strategy in a company's success, especially through strategies like
cost leadership, marketing, innovation, and differentiation (Souto & Fadel, 2019). Moreover, Han et al.
(2023) emphasizes the importance of an innovative approach in developing new products, while Zhou et
al. (2020) advocate for competitive and sustainable risk-taking strategies. Kwak et al. (2018) assert that
entrepreneurial orientation, encompassing innovation, proactivity, and risk-taking, enhances overall
business performance across various strategies. Analyzing these insights, it is evident that these
entrepreneurial orientation components significantly impact a company's business strategy and overall
success.

H11: Implementing a corporate business strategy has a beneficial effect on the productivity of SMEs.
H12: Business strategies enable SMEs to effectively benefit from innovation and improve their overall
performance.

H13: Business strategies act as intermediaries that enable proactive behavior to positively impact SMES
performance.

H14: Business strategies help SMEs achieve positive results from taking risks.

Research Method

Sugiyono (2019) argues that a sample is a portion of the population to be studied; in other words,
a sample is a method of selecting a portion of the population for study. This research uses a non-probability
purposive sampling technique. Hult et al. (2021) suggest that accurately assessing the quality of a match
becomes challenging with too large a sample. They recommend a minimum of 5 to 10 observations per
parameter estimated. Given the large-scale social nature of this study, the higher end of this scale, 10, was
applied. As a result, the 30 statements in this study were each multiplied by 10, resulting in a target sample
size of 300 respondents. This approach aims to achieve a margin of error of 10% and a confidence level of
90% (Hair et al., 2017).
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Table 1. Outer model evaluation

Construct / item Loadings Alpha CR AVE
Innovativeness
IN1 0.935
IN2 0.920 0.936 0.954 0.840
IN3 0.935
IN4 0.874
Proactiveness 0.912 0.721
PR1 0.873
PR2 0.773 0.870
PR3 0.888
PR4 0.859
Risk Taking 0.945 0.811
RT1 0.796
RT2 0.934 0.921
RT3 0.930
RT4 0.934
Learning Orientation
LO1 0.732
LO2 0.918
LO3 0.916
LO4 0.918
LO5 0,916 0.959 0.966 0.760
LO6 0.908
LO7 0,918
LO8 0.856
LO9 0.736
Business Strategy
ST1 0.924
ST2 0.916
ST3 0.925 0.925 0.945 0.774
ST4 0.877
ST5 0.744
Firm Performance
FP1 0.856
FP2 0.918 0.925 0.947 0.818
FP3 0.922
FP4 0.918

Data Collection Methods

This research utilizes a source-based method for data collection, with two types of data sources:
primary and secondary. Primary data are obtained directly from sources by data specialists; these sources
were gathered through the distribution of surveys to SMEs in Jakarta and West Java. Secondary data are
obtained through sources where research does not directly provide data to collectors, such as other people
or documents. The authors of this study gathered the necessary data and information by reading books,
journals, articles, and previous research theses.

Statistical Analysis Techniques

The review used SmartPLS-SEM software for data processing, which stands for Partial Least
Squares - Structural Equation Modeling. PLS can explain the relationships among variables and conduct
analyses in a single test. PLS aims to validate hypotheses and determine the presence of relationships
between latent variables. Hair et al. (2019) stated that the PLS approach can define latent variables, which
are not directly observable, through indicators. The authors use Partial Least Squares because of the latent
variable nature of the research, which can be measured by its indicators, enabling the authors to conduct
precise and extensive analyses.

Research Design
This research employs surveys for data collection, focusing on a quantitative approach. The
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primary data regarding SMEs are gathered through questionnaires. These questionnaires are predominantly
distributed via email, although the authors deliver some directly. Respondents receive the questionnaire
along with an introductory letter outlining the research objectives and assuring confidentiality.

Variable Measurement

Each item in the questionnaire is assessed using a five-point Likert scale, akin to a musical scale
with predetermined tones, ensuring precise measurement. In this research, entrepreneurial intentions are
divided into three dimensions to explore their effects on company performance and an individual's learning
orientation. The dimensions encompassed by entrepreneurial orientation are innovation, proactivity, and
risk-taking. A five-item scale is utilized to measure each of these dimensions refer to Chen et al. (2018);
Ferraris et al. (2019); Latifah et al. (2021), Meekaewkunchorn et al. (2021), and Isichei et al. (2020).

Result and Discussion

In evaluating the external model, several tests ensure the validity and consistency of the
framework, including convergent validity, which requires an outer loading value of > 0.70, Average
Variance Extracted (AVE) > 0.50, composite reliability > 0.60, and Cronbach's alpha > 0.70, Indicating an
excellent assessment. The outer loading of all indicators above 0.7 is derived using the data in Table 1,
leading to better convergence validity. According to Hair et al. (2019), reliability is confirmed when
Cronbach's alpha exceeds 0.7. All variables surpass this threshold, indicating their reliability. Composite
reliability tests also show values above 0.6 for each variable, meeting requirements. AVE tests reveal that
each variable, with values above 0.5, passes the Average Variance Extracted test.

| LO1 | ‘ LO2 | | LO3 ‘ ‘ LO4 | | LO5 ‘ | LO6 | | Lo7 ‘ | Lo8 | ‘ LO9 |

'x\\ 5'\0918 0-‘;5 0.908/‘0.918///'

0.732_0.918_091 0856 0736

[ ]
0.935
IN2
I:ﬁoszo
N3 l4—0.935 Learning
./0.874 COrientation 0.529
IN4 Innovativeness Il
0.856
oo 2
[ e ] oo
| 0918 P2
0873 |
II""O??} 0257 Firm FP4
la—0.888 Performance
[ Fomss
-

o
]
=

Proactiveness ST1

Business
Strategy 0.744

[ re e
IGEN
-
RT4 Risk Taking
Figure 2. Construct model
Table 2. Discriminant validity
Construct Business Firm Innovativen Learning Proactiven Risk
Strategy Performance ess Orientation ess Taking

Business Strategy ~ 0.880

Firm Performance  0.581 0.904

Innovativeness 0.600 0.618 0.916

Learning 0.612 0.687 0.638 0.872

Orientation

Proactiveness 0.695 0.893 0.753 0.681 0.849

Risk Taking 0.948 0.592 0.589 0.581 0.716 0.900
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Table 3. Coefficient of Determination (R?)

Variable R Square R Square Adjusted
Business Strategy 0.901 0.900
Firm Performance 0.513 0.510
Learning Orientation 0.513 0.508

Table 4. Effect size

Variable Business Firm Innovativ Learning Proactiven Risk
Strategy Performance eness Orientation ess Taking
Business Strategy 0.085
Firm Performance
Innovativeness 0.023 0.065
Learning
Orientation 0.360
Proactiveness 0.001 0.084
Risk Taking 4.106 0.027
Table 5. Q—Square Predictive Relevance (Q?)
Variable SSO SSE Q? (=1-SSE/SSO)
Business Strategy 1500.000 464.920 0.690
Firm Performance 1200.000 707.032 0.411
Innovativeness 1200.000 1200.000
Learning Orientation 2700.000 1687.677 0.375
Proactiveness 1200.000 1200.000
Risk Taking 1200.000 1200.000
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'\'mze.ozezmm 28095 23727 253230 27.03321200{
neJe3Ton
l4-37.120 Learnin
IN3 | 25362 Orientatigon 7813
IN4 Innovativeness FP1
a2 ]
PR1 36.656 ) =
20238 o6
PR2 17720 3363 Firm Fpa
E‘_B‘I.EYY Performance
.’26‘215
PR4 Proactiveness ST1
ST2
Business
E_ Strategy
Tl
T ke
RT4 Risk Taking

Figure 3. Bootstrapping results

The value of AVE in Table 2, ranges from 0.849 to 0.916, with significance at levels of 0.05 or
0.70. This shows that the AVE root validity requirements are satisfied. The observed AVE values for every
variable surpass the correlation coefficients between each pair of those factors, providing evidence of
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discriminant construct validity (AlOmari, 2022).

The analysis indicates that the constructs utilized in the study exhibit reliability and validity. The
high loadings for each item on their respective constructs demonstrate good indicator reliability. The
Cronbach's Alpha and Composite Reliability values exceed the acceptable threshold, indicating internal
consistency. The AVE values confirm convergent validity, while the Fornell-Larcker criterion confirms
discriminant validity between the constructs. This implies that the constructs are both distinct and
accurately measured, thereby supporting the robustness of the measurement model employed in the study.

Internal Model

The internal model test is employed to assess the appropriateness of the underlying model within
the research. This evaluation is conducted in relation to the results of the internal model. The R-squared
(R?) value indicates that business strategy, innovativeness, proactiveness, and risk-taking explain 90.1% of
firm performance, with the remaining 9.9% attributed to external factors. For learning orientation,
innovativeness, proactiveness, and risk-taking account for 51.3% of firm performance, while 48.7% is
attributed to external factors. The R-squared coefficient of 0.513 in Table 3 suggests that business procedure
and learning orientation are explained by innovativeness, proactiveness, and risk-taking, whereas 48.7% is
attributable to other unexamined factors. When the effect size (see Table 4) for a group of independent
variables is greater than 0.00, it is considered complete and well-designed. The thorough analysis takes into
account the observed values of innovativeness, proactiveness, risk-taking, business strategy, and learning
orientation in relation to firm performance. Specifically, the value of 0.441 for firm performance exceeds
0, classifying it as excellent. Similarly, the values of 0.690 for business strategy and 0.375 for learning
orientation both exceed 0, indicating a good fit (see Table 5).

Main Finding

Direct effects

a. Innovativeness: Has a significant impact on business strategy and learning orientation.

b. Proactiveness: Does not significantly impact business strategy but has a significant positive effect on
learning orientation.

¢. Risk-Taking: Shows a significant influence on both business strategy and learning orientation.

d. Business Strategy and Learning Orientation: Both significantly impact firm performance.

Indirect effects

e. Innovativeness: Influences firm performance through business strategy and learning orientation.

f. Proactiveness: Has an insignificant effect through business strategy but significant through learning
orientation on firm performance.

g. Risk-Taking: Affects firm performance through both business strategy and learning orientation.

Table 6. Direct effects

Construct Original Sample (O) p-values
Innovativeness -> Business Strategy 0.073 0.008
Innovativeness -> Learning Orientation 0.272 0.003
Proactiveness -> Business Strategy -0.017 0.642
Proactiveness -> Learning Orientation 0.358 0.000
Risk Taking -> Business Strategy 0.917 0.000
Risk Taking -> Learning Orientation 0.165 0.017
Business Strategy -> Firm Performance 0.257 0.001
Learning Orientation -> Firm Performance 0.529 0.000

Based on the result on Tables 6 and 7, our study provides crucial insights into the impact of
learning orientation and business strategy on the relationship between entrepreneurial orientation and
performance in small and medium-sized enterprises (SMEs). The findings support the notion that learning
orientation, business strategy, and entrepreneurial orientation significantly influence SMEs' success.
Specifically, the study reveals that innovation, proactivity, and risk-taking indirectly contribute to an
organization's overall success. Both learning orientation and a structured approach significantly impact
outcomes, as highlighted by Mansour et al. (2022). These results align with previous research emphasizing
the importance of entrepreneurial characteristics in enhancing the marketing achievements of SMEs.
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Entrepreneurial orientation, which includes components like innovation, proactivity, and risk-
taking, is widely recognized as a critical determinant of organizational success (Basyirah, Kina, & Hidayati,
2022). This study underscores that these components do not act in isolation but are significantly enhanced
by a learning orientation and a well-defined business strategy. Learning orientation, defined as an
organization's propensity to value and encourage learning, fosters an environment where innovation thrives.
This, in turn, leads to better performance outcomes as organizations can adapt more readily to market
changes and new opportunities.

Additionally, the findings indicate that an innovative mindset, proactivity, and openness to taking
risks are significant in shaping an organization's planning approach and knowledge acquisition focus. These
factors explain 51.3% of the observed variation, aligning with prior research that underscores their
importance for organizational efficiency (Pratama & Herman, 2023). This considerable percentage suggests
that entrepreneurial orientation's influence on performance is substantially mediated by an organization's
capacity to learn and strategically plan (Saskara & Setyari, 2022). In other words, SMEs that prioritize
learning and strategic planning are better positioned to harness the benefits of entrepreneurial orientation.

Table 7. Indirect effects

Original Sample

Construct () p-values
Innovativeness -> Business Strategy -> Firm Performance 0.019 0.040
Innovativeness -> Learning Orientation -> Firm Performance 0.144 0.006
Proactiveness -> Business Strategy -> Firm Performance -0.004 0.645
Proactiveness -> Learning Orientation -> Firm Performance 0.190 0.002
Risk Taking -> Business Strategy -> Firm Performance 0.236 0.001
Risk Taking -> Learning Orientation -> Firm Performance 0.087 0.014

The study significantly contributes to achieving research objectives by enhancing understanding
of factors influencing the success of SMEs. It suggests that the development of SMEs is influenced by
internal qualities, adaptability to economic conditions, and entrepreneurs' ability to face challenges. This
holistic view considers both the internal dynamics of the organization and its external environment,
providing a nuanced perspective on SME performance.

However, the study also found that business strategy did not significantly mediate the relationship
between proactiveness and company performance. This contrasts with some literature suggesting a positive
link between business strategy and firm performance (Isichei et al., 2020; Jain et al., 2023; Kiyabo & Isaga,
2020). This discrepancy highlights the need for further exploration into the nuanced interactions between
different variables influencing SME success. It raises questions about the conditions under which business
strategy effectively mediates performance outcomes, suggesting that other moderating factors, such as
industry type, market conditions, or organizational culture, might play crucial roles.

The study aligns with the literature review on entrepreneurship, innovation, organizational
performance, and management practices in SMEs, covering diverse topics like growth drivers,
organizational capabilities, product innovation, gender discrimination, international entrepreneurial
orientation, and government support. Numerous research articles across entrepreneurship, business
performance, innovation, and organizational learning in SMEs reinforce the findings, exploring a broad
spectrum of factors and their effects on SME performance.

Our study highlights the significant impact of innovation, proactivity, and risk-taking on
organizational success, mediated by an organization's capacity to learn and strategically plan. While some
findings, such as the non-significant mediation of business strategy between proactiveness and
performance, call for further investigation, the study overall reinforces the critical role of entrepreneurial
and learning orientations in driving SME success. This comprehensive understanding aids in formulating
policies and strategies to support SMEs, ensuring their growth and sustainability in an increasingly dynamic
business environment.

Conclusions, suggestions and limitations
The study's findings indicate that the development of small and medium-sized enterprises (SMESs)
is significantly influenced by several critical factors. Internal capabilities, the ability to adapt to fluctuating
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economic conditions, and the readiness of business managers to tackle challenges play crucial roles in
shaping the success trajectory of these enterprises. This research aligns with and extends existing literature
on various aspects of business, including innovation, organizational performance, and management
practices within SMEs. It offers valuable insights into the impact of learning orientation and business
strategy on the relationship between entrepreneurial attitudes and the overall performance of SMEs.

Looking ahead, future research could focus on further exploring the mediating roles of learning
orientation and business strategy in determining SME outcomes. It would be advantageous to examine how
other elements, such as innovation capabilities, entrepreneurial spirit, and leadership differentiation, affect
SME performance. Additionally, future studies could investigate the connection between firm performance
and marketing strategies, with particular emphasis on the role of innovation in this dynamic.

A notable limitation of this study is the absence of a statistically significant and positive mediating
effect of business strategy on the relationship between proactiveness and company performance. This
finding suggests the existence of other, yet to be explored, variables that might influence this relationship.
Moreover, the study's conclusions are drawn from a specific sample, which may not fully represent the
broader SME population. The analysis also did not comprehensively account for external factors such as
economic conditions and government support, which could play significant roles in SME performance.

Overall, while this study provides meaningful insights into the factors influencing SME success,
it also highlights the need for further research to uncover additional variables and external conditions that
impact the effectiveness of business strategies and entrepreneurial orientations in SMEs.

Competing Interests
The author(s) declare that there are no competing interests relevant to the content of this article.

References

Alerasoul, S. A., Afeltra, G., Hakala, H., Minelli, E., & Strozzi, F. (2022). Organisational learning, learning
organisation, and learning orientation: An integrative review and framework. Human Resource
Management Review, 32(3), 100854. https://doi.org/10.1016/j.hrmr.2021.100854

AlOmari, F. (2022). The mediating role of hospital image: The impact of care cost and service quality on
patient satisfaction. Journal of Innovation in Business and Economics, 6(1).
https://doi.org/10.22219/jibe.v6i01.18475

Asfiah, N. (2021). Do Islamic social entrepreneurship moderate Islamic leadership and emotional
intelligence? Evidence from micro and small enterprises fostered by Aisyiyah. Journal of
Innovation in Business and Economics, 5(01), 23-34. https://doi.org/10.22219/jibe.v5i01.16221

Bae, B., & Choi, S. (2021). The effect of learning orientation and business model innovation on
entrepreneurial performance: focused on South Korean start-up companies. Journal of Open
Innovation: Technology, Market, and Complexity, 7(4), 245,
https://doi.org/10.3390/joitmc7040245

Basyirah, L., Kina, A., & Hidayati, A. (2022). Open innovation for sustainable development goals:
Learning from GoTo Group. Journal of Innovation in Business and Economics, 6(1).
https://doi.org/10.22219/jibe.v6i01.21745

Boso, N., Oghazi, P., & Hultman, M. (2017). International entrepreneurial orientation and regional
expansion. Entrepreneurship and Regional Development, 29(1-2), 4-26.
https://doi.org/10.1080/08985626.2016.1255430

Chen, H., Amoako, T., Quansah, C. E., Danso, S. A., & Jidda, D. J. (2023). AssesSMEsnt of the impact of
management commitment and supply chain integration on SMES’ innovation performance:
Moderation role of government support. Heliyon, 9(5).
https://doi.org/10.1016/j.heliyon.2023.e15914

Chen, J., Yin, X., & Mei, L. (2018). Holistic Innovation: An Emerging Innovation Paradigm. International
Journal of Innovation Studies, 2(1), 1-13. https://doi.org/10.1016/j.ijis.2018.02.001

Corvello, V., Cimino, A., & Felicetti, A. M. (2023). Building start-up acceleration capability: A dynamic
capability framework for collaboration with start-ups. Journal of Open Innovation: Technology,
Market, and Complexity, 9(3), 100104. https://doi.org/10.1016/j.joitmc.2023.100104

Cuevas Vargas, H., Parga Montoya, N., & Fernandez Escobedo, R. (2019). Effects of Entrepreneurial
Orientation on Business Performance: The Mediating Role of Customer Satisfaction—A
Formative—Reflective Model Analysis. SAGE Open, 9(2).
https://doi.org/10.1177/2158244019859088

42


https://doi.org/10.1016/j.hrmr.2021.100854
https://doi.org/10.22219/jibe.v6i01.18475
https://doi.org/10.22219/jibe.v5i01.16221
https://doi.org/10.3390/joitmc7040245
https://doi.org/10.22219/jibe.v6i01.21745
https://doi.org/10.1080/08985626.2016.1255430
https://doi.org/10.1016/j.heliyon.2023.e15914
https://doi.org/10.1016/j.ijis.2018.02.001
https://doi.org/10.1016/j.joitmc.2023.100104
https://doi.org/10.1177/2158244019859088

Journal of Innovation in Business and Economics Vol. 08 No. 01 June 2024

Dankiewicz, R., Ostrowska-Dankiewicz, A., & Bulut, C. (2020). The attitudes of entrepreneurs of the small
and medium-sized enterprises sector in Poland to key business risks. Equilibrium. Quarterly
Journal of Economics and Economic Policy, 15(3), 511-536.
https://doi.org/10.24136/eq.2020.023

Danso, A., Adomako, S., Damoah, J. O., & Uddin, M. (2016). Risk-taking Propensity, Managerial Network
Ties and Firm Performance in an Emerging Economy. Journal of Entrepreneurship, 25(2), 155-
183. https://doi.org/10.1177/0971355716650367

Falatoonitoosi, E., Schaffer, V., & Kerr, D. (2022). Does Sustainable Tourism Development Enhance
Destination Prosperity? Journal of Hospitality and Tourism Research, 46(5), 1056-1082.
https://doi.org/10.1177/1096348020988328

Ferraris, A., Mazzoleni, A., Devalle, A., & Couturier, J. (2019). Big data analytics capabilities and
knowledge management:; impact on firm performance. Management Decision, 57(8), 1923-1936.
https://doi.org/10.1108/MD-07-2018-0825

Ferreras Méndez, J. L., Olmos Pefiuela, J., Salas Vallina, A., & Alegre, J. (2021). Entrepreneurial
orientation and new product development performance in SMEs: The mediating role of business
model innovation. Technovation, 108(July). https://doi.org/10.1016/j.technovation.2021.102325

Garcia Cabrera, A. M., Martin Santana, J. D., Déniz Déniz, M. de la C., Suarez Ortega, S. M., Garcia Soto,
M. G., & Melian Alzola, L. (2023). The relevance of entrepreneurial competences from a faculty
and students’ perspective: The role of consensus for the achievement of competences. International
Journal of Management Education, 21(2). https://doi.org/10.1016/j.ijme.2023.100774

Glodowska, A., Maciejewski, M., & Wach, K. (2019). How entrepreneurial orientation stimulates different
types of knowledge in the internationalisation process of firms from Poland? Entrepreneurial
Business and Economics Review, 7(1), 61-73. https://doi.org/10.15678/EBER.2019.070104

Goerzig, C. (2022). Deradicalization through Double-Loop Learning? How the Egyptian Gamaa Islamiya
Renounced  Violence. Studies in  Conflict and  Terrorism, 45(8), 704-726.
https://doi.org/10.1080/1057610X.2019.1680193

Hair et al. (2017). A primer on partial least squares structural equation modeling (PLS-SEM). In
International Journal of Research & Method in Education, 38(2).
https://doi.org/10.1080/1743727x.2015.1005806

Hair, J. F., Risher, J. J., Sarstedt, M., & Ringle, C. M. (2019). When to use and how to report the results of
PLS-SEM. European Business Review, 31(1), 2-24. https://doi.org/10.1108/EBR-11-2018-0203

Han, J., Jiang, P., Hua, M., & Childs, P. R. N. (2023). an Exploration of the Role of Innovation in
Crowdfunding Product Design Projects. Proceedings of the Design Society, 3(1), 535-544.
https://doi.org/10.1017/pds.2023.54

Hariyati, H., & Tjahjadi, B. (2018). Contingent Factors Affecting the Financial Performance of
Manufacturing Companies: The Case of East Java, Indonesia. Asian Journal of Business and
Accounting, 11(1), 121-150. https://doi.org/10.22452/ajba.vol11n01.5

Isichei, E. E., Emmanuel Agbaeze, K., & Odiba, M. O. (2020). Entrepreneurial orientation and performance
in SMEs: The mediating role of structural infrastructure capability. International Journal of
Emerging Markets, 15(6), 1219-1241. https://doi.org/10.1108/IJOEM-08-2019-0671

Jain, S., Islam, H. A., Goossen, M. C., & Nair, A. (2023). Social movements and institutional
entrepreneurship as facilitators of technology transition: The case of free/open-source software.
Research Policy, 52(2), 104672. https://doi.org/10.1016/j.respol.2022.104672

Kallmuenzer, A., & Peters, M. (2018). Innovativeness and control mechanisms in tourism and hospitality
family firms: A comparative study. International Journal of Hospitality Management,
70(November 2016), 66—74. https://doi.org/10.1016/j.ijhm.2017.10.022

Kiyabo, K., & Isaga, N. (2020). Entrepreneurial orientation, competitive advantage, and SMEs’
performance: application of firm growth and personal wealth measures. Journal of Innovation and
Entrepreneurship, 9(1). https://doi.org/10.1186/s13731-020-00123-7

Kwak, D.-W., Seo, Y.-J., & Mason, R. (2018). Investigating the relationship between supply chain
innovation, risk management capabilities and competitive advantage in global supply chains.
International  Journal of Operations & Production Management, 38(1), 2-21.
https://doi.org/10.1108/IJOPM-06-2015-0390

Latifah, L., Setiawan, D., Aryani, Y. A., & Rahmawati, R. (2021). Business strategy — MSMES’
performance relationship: innovation and accounting information system as mediators. Journal of

43


https://doi.org/10.24136/eq.2020.023
https://doi.org/10.1177/0971355716650367
https://doi.org/10.1177/1096348020988328
https://doi.org/10.1108/MD-07-2018-0825
https://doi.org/10.1016/j.technovation.2021.102325
https://doi.org/10.1016/j.ijme.2023.100774
https://doi.org/10.15678/EBER.2019.070104
https://doi.org/10.1080/1057610X.2019.1680193
https://doi.org/10.1080/1743727x.2015.1005806
https://doi.org/10.1108/EBR-11-2018-0203
https://doi.org/10.1017/pds.2023.54
https://doi.org/10.22452/ajba.vol11no1.5
https://doi.org/10.1108/IJOEM-08-2019-0671
https://doi.org/10.1016/j.respol.2022.104672
https://doi.org/10.1016/j.ijhm.2017.10.022
https://doi.org/10.1186/s13731-020-00123-7
https://doi.org/10.1108/IJOPM-06-2015-0390

Exploring factors influencing SMEs’ success... (Sukma)

Small Business and Enterprise Development, 28(1), 1-21. https://doi.org/10.1108/JSBED-04-
2019-0116

Ling, C. S. Y. (2019). Financial Risk and its Performance: A Study on Apollo Food Holdings Berhad in
Malaysia. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.3494639

Lingens, B., Miehé, L., & Gassmann, O. (2021). The ecosystem blueprint: How firms shape the design of
an ecosystem according to the surrounding conditions. Long Range Planning, 54(2).
https://doi.org/10.1016/j.1rp.2020.102043

Mansour, H., Aminudin, E., Mansour, T., Abidin, N. I. A. B., & Lou, E. (2022). Resource-Based View in
Construction Project Management Research: A Meta-Analysis. IOP Conference Series: Earth and
Environmental Science, 1067(1). https://doi.org/10.1088/1755-1315/1067/1/012057

Martin Rojas, R., Garrido Moreno, A., & Garcia Morales, V. J. (2023). Social media use, corporate
entrepreneurship and organizational resilience: A recipe for SMEs success in a post-Covid
scenario. Technological Forecasting and Social Change, 190, 122421.
https://doi.org/10.1016/j.techfore.2023.122421

Meekaewkunchorn, N., Szczepanska-Woszczyna, K., Muangmee, C., Kassakorn, N., & Khalid, B. (2021).
Entrepreneurial orientation and SMEs performance: The mediating role of learning orientation.
Economics and Sociology, 14(2), 294-312. https://doi.org/10.14254/2071-789X.2021/14-2/16

Pratama, F. C., & Herman, R. T. (2023). Creating an environmentally responsible business: Evaluating,
designing and prioritizing strategies. Journal of Innovation in Business and Economics, 6(2).
https://doi.org/10.22219/jibe.v6i02.24355

Pratono, A. H., Darmasetiawan, N. K., Yudiarso, A., & Jeong, B. G. (2019). Achieving sustainable
competitive advantage through green entrepreneurial orientation and market orientation: The role
of inter-organizational learning. Bottom Line, 32(1), 2-15. https://doi.org/10.1108/BL-10-2018-
0045

Sahasranamam, S., & Raman, G. V. (2018). Individual resources, property rights and entrepreneurship in
China. International Journal of Emerging Markets, 13(6), 1502-1521.
https://doi.org/10.1108/1J0EM-02-2018-0097

Saskara, I. A. N., & Setyari, N. P. W. (2022). Uncovering the indispensable role of women in nurturing
resiliency: Evidence from MSMEs in Denpasar. Journal of Innovation in Business and Economics,
6(2). https://doi.org/10.22219/jibe.v6i02.21938

Souto, V. T., & Fadel, L. M. (2019). Human Factors and Ergonomics Design Principles and Guidelines:
Helping Designers to Be More Creative. In Advances in Intelligent Systems and Computing.
Springer International Publishing. https://doi.org/10.1007/978-3-319-96071-5 17

Srimulyani, V. A., Hermanto, Y. B., Rustiyaningsih, S., & Setiyo Waloyo, L. A. (2023). Internal factors of
entrepreneurial and business performance of small and medium enterprises (SMES) in East Java,
Indonesia. Heliyon, 9(11). https://doi.org/10.1016/j.heliyon.2023.e21637

Sugiyono. (2019). Statistika untuk penelitian (3rd ed.). Alfabeta.

Suswadi, Irawan, N. C., & Aulia, N. N. (2022). The nexus between green strategic consensus, innovation,
and performance evidence from eco-friendly food agro-industry companies in Indonesia. 10P
Conference Series: Earth and Environmental Science, 1108(1). https://doi.org/10.1088/1755-
1315/1108/1/012033

Tallman, S. (2017). Annual EIBA conference in Vienna, 2-4 December 2016 and from Torben Pedersen.

Tarihoran, A. D. B., Hubeis, M., Jahroh, S., & Zulbainarni, N. (2023). Market-based dynamic capabilities
for MSMEs: Evidence from Indonesia’s ornamental fish industry. Journal of Open Innovation:
Technology, Market, and Complexity, 9(3), 100123. https://doi.org/10.1016/j.joitmc.2023.100123

Trieu, H. D. X., Nguyen, P. Van, Nguyen, T. T. M., Vu, H. T. M., & Tran, K. T. (2023). Information
technology capabilities and organizational ambidexterity facilitating organizational resilience and
firm performance of SMEs. Asia Pacific Management Review, 28(4), 544-555.
https://doi.org/10.1016/j.apmrv.2023.03.004

Twum, K. K., Kwakwa, P. A., Ofori, D., & Nkukpornu, A. (2021). The relationship between individual
entrepreneurial orientation, network ties, and entrepreneurial intention of undergraduate students:
implications on entrepreneurial education. Entrepreneurship Education, 4(1), 39-66.
https://doi.org/10.1007/s41959-021-00044-w

Vaitoonkiat, E., & Charoensukmongkol, P. (2020). Stakeholder orientation’s contribution to firm
performance: The moderating effect of perceived market uncertainty. Management Research
Review, 43(7), 863-883. https://doi.org/10.1108/MRR-07-2019-0296

44


https://doi.org/10.1108/JSBED-04-2019-0116
https://doi.org/10.1108/JSBED-04-2019-0116
https://doi.org/10.2139/ssrn.3494639
https://doi.org/10.1016/j.lrp.2020.102043
https://doi.org/10.1088/1755-1315/1067/1/012057
https://doi.org/10.1016/j.techfore.2023.122421
https://doi.org/10.14254/2071-789X.2021/14-2/16
https://doi.org/10.22219/jibe.v6i02.24355
https://doi.org/10.1108/BL-10-2018-0045
https://doi.org/10.1108/BL-10-2018-0045
https://doi.org/10.1108/IJoEM-02-2018-0097
https://doi.org/10.22219/jibe.v6i02.21938
https://doi.org/10.1007/978-3-319-96071-5_17
https://doi.org/10.1016/j.heliyon.2023.e21637
https://doi.org/10.1088/1755-1315/1108/1/012033
https://doi.org/10.1088/1755-1315/1108/1/012033
https://doi.org/10.1016/j.joitmc.2023.100123
https://doi.org/10.1016/j.apmrv.2023.03.004
https://doi.org/10.1007/s41959-021-00044-w
https://doi.org/10.1108/MRR-07-2019-0296

Journal of Innovation in Business and Economics Vol. 08 No. 01 June 2024

Virglerova, Z., Khan, M. A., Martinkute-Kauliene, R., & Kovacs, S. (2020). The internationalization of
SMEs in Central Europe and its impact on their methods of risk management. Amfiteatru
Economic, 22(55), 792-807. https://doi.org/10.24818/EA/2020/55/792

Wahyuni, N. M., & Sara, I. M. (2020). The effect of entrepreneurial orientation variables on business
performance in the SMES industry context. Journal of Workplace Learning, 32(1), 35-62.
https://doi.org/10.1108/JWL-03-2019-0033

Yu, Y., Huo, B., & Zhang, Z. (2021). Impact of information technology on supply chain integration and
company performance: evidence from cross-border e-commerce companies in China. Journal of
Enterprise Information Management, 34(1), 460-489. https://doi.org/10.1108/JEIM-03-2020-
0101

Zbierowski, P. (2020). The mystery of high performance — mediation by entrepreneurial orientation and
organizational citizenship behavior. Journal of Entrepreneurship, Management and Innovation,
16(2), 67-91. https://doi.org/10.7341/20201623

Zhang, J., & Wu, W. Ping. (2017). Leveraging internal resources and external business networks for new
product success: A dynamic capabilities perspective. Industrial Marketing Management, 61, 170—
181. https://doi.org/10.1016/j.indmarman.2016.06.001

Zhou, Z., Zhang, L., Lin, L., Zeng, H., & Chen, X. (2020). Carbon risk management and corporate
competitive advantages: “Differential promotion” or “cost hindrance”? Business Strategy and the
Environment, 29(4), 1764-1784. https://doi.org/10.1002/bse.2468

45


https://doi.org/10.24818/EA/2020/55/792
https://doi.org/10.1108/JWL-03-2019-0033
https://doi.org/10.1108/JEIM-03-2020-0101
https://doi.org/10.1108/JEIM-03-2020-0101
https://doi.org/10.7341/20201623
https://doi.org/10.1016/j.indmarman.2016.06.001
https://doi.org/10.1002/bse.2468

Exploring factors influencing SMEs’ success... (Sukma)

46



