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Abstract

Small and medium enterprises (SMEs) play a vital role in economic growth worldwide. The
purpose of this study is to determine and analyze the effect of entrepreneurial orientation and
organizational commitment in SMEs as a form of business performance improvement in
Brebes regency. This study used a quantitative approach with survey method, from the amount
of 6,708 SMEs that have a business permit will be taken 200 samples, with random sampling
technique reserves of 10%, spread in 17 districts of regency. Data analysis techniques in this
study used Structural Equation Modeling (SEM) using AMOS Software. Descriptively used a
framework approach to determine SMEs Performance. There is no difference between the
covariance matrix of sample data calculated with the estimated population covariance matrix,
the model is the same as empirical data is accepted which means the model is fit. The
entrepreneurial orientation variable is proven to be positively and significantly influential on
the performance of organization commitment. The entrepreneurial orientation variable is not
proven to be positive and significantly improves SME performance. The organization's
commitment variable is not proven to have a positive and significant effect on SMEs
performance. The entrepreneurial orientation variable is not proven mediates between
organization commitment variables on SMEs performance.
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1. Introduction

Small and medium enterprises (SMEs) play a vital role in economic growth worldwide. They
substantially contribute to economic growth by creating jobs [1];[2];[3]. The concept of
entrepreneurship at different levels, from individuals to groups and organizations is used. First,
entrepreneurship thought used by unknown persons, because it is associated with the introduction and
development of the product or service. Many theorists say that entrepreneurship and organizational
commitment are used by small businesses because they are responsible for economic growth and job
creation in the market. Recently, the more entrepreneurial concept is applied at the corporate level [4].
Some of the Entrepreneurship researchers have discussed several studies to describe the attitudes of
entrepreneurs and entrepreneurship and some of them have shown in entrepreneurship to different levels
of analysis. The SMEs sector is an important part of the national economy and development because
since they were quite large. The growth of the SMEs sector currently visible encouraging.
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Today's competitive world, increasing interdependence, rapid technological development,
unstable environment, and many other factors have caused organizations, become entrepreneurs to get
success [5]. Many studies have been conducted with a focus on identifying the determinants of the
performance of SMEs to help small business owners improve entrepreneurial growth. As a form of
organizational commitment, it is necessary to understand that business owners have a business
orientation which is an important factor in competitive advantage and performance improvement for all
types of businesses [6]. SMEs play an important role in the economic growth of a country, an important
role can be seen from the role of SMEs in the use of manpower and efficiency, and the maximization
of the use and distribution of resources as well as local [7]. Entrepreneurial orientation (EO) has become
one of the most established constructs in entrepreneurship and broader management research [8], and a
number of recent reviews of the EO literature have been conducted by [9] refer to this as temporal
stability or reasonable consistency in the engagement of entrepreneurial behaviors over time. Temporal
stability is addressed in Entrepreneurial orientation research through the inclusion of Entrepreneurial
orientation attitudes as an essential, defining component and covariate to the sustained pursuit of
entrepreneurial behavior.

Business orientation provides the basis for organizations to make decisions and actions based on
entrepreneurial principles is a more important concept than individual personal expertise [10], and states
the commitment of an entrepreneur is the most important thing in creating SMEs performance [11]. In
Indonesia, the Law governing of SMEs is the Law of the Republic of Indonesia Number 20 of 2008
concerning Micro, Small and Medium Enterprises and the Law of the Republic of Indonesia, (2008),
(2008), "A company classified as SMEs is a small company that owned and managed by a person or
owned by a small group of people with a certain amount of wealth and income. Micro-businesses with
maximum assets of 50 million and a maximum turnover of 300 million rupiah, small businesses with
maximum assets of 50 million up to 500 million rupiah and a maximum turnover of 300 million rupiah
to 2.5 billion rupiah, medium-scale businesses with maximum assets of 500 million rupiah to 10 billion
rupiah and a maximum turnover of 2.5 billion rupiah to 50 billion rupiah, while for large businesses a
maximum asset of 10 billion rupiah and turnover above 50 billion rupiah.

The performance of SMEs must continue to increase their annual income turnover which must
be supported by an organizational commitment by the workers at SMEs to increase each production, it
cannot be separated from the employees in it who always participate in the process of making the
products.

2. Literature Review

2.1 Entrepreneurial Orientation

Entrepreneurial orientation is a characteristic and value adopted by the entrepreneur himself which is
an unyielding nature, dare to take risks, speed and flexibility [12]. Entrepreneurial orientation
emphasizes the spirit to create business innovation, as a refresher from business bottlenecks, which
often accompanies the initial steps of innovation [13]. [5] states that there are five dimensions of
Corporate Entrepreneurship that affect company performance, namely freedom, innovation, risk-taking,
proactiveness, and competitive aggressiveness. [14] defines an entrepreneurial orientation as a
corporate benefits strategy to be able to compete more effectively in the same marketplace.

2.2 Organizational Commitment

Organizational commitment is commonly defined as a psychological link between the employee and
his or her organization that makes it less likely that the employee will voluntarily leave the organization
[15]. According to [16], [17] Organizational commitment is the degree to which people identify with
the organization that employs them. It implies a willingness on the employee's part to put forth a
substantial effort on the organization's behalf and his or her intention to stay with the organization for
a long time. So was explained by [18] distinguishes organizational commitment into three forms, as
follows: It is useful to distinguish between the three forms of organizational commitment. Affective
commitment is a positive emotional state in which employees want to exert effort and choose to remain
with the organization. Normative commitment is the choice to stay attached because of strong cultural
or familial ethics that drives them to do so. They believe they ought to be committed because of others'
belief systems and their own internalized norms and feelings of obligation. Continuance commitment
encourages employees to stay because of their high investments in the organization (time and effort)



and the economic and social losses they would incur if they left. [19], [20] Organizational commitment
is defined as the desire on the part of an employee to remain a member of the organization.
Organizational commitment influences whether an employee stays a member of the organization (is
retained) or leaves to pursue another job (turns over) Colquitt also states that there are three types of
commitment, namely:(1) Affective commitment, i.e. one's desire to remain as a member of an
organization due to emotional attachment to that organization. (2) Continuance Commitment, i.e. the
desire of a person to remain as a member of an organization due to consideration of financial risks and
survival if he leaves the organization. and (3) Normative Commitment, the desire of a person to stay as
a member of an organization because he feels that survival is an obligation that must be carried out as
remuneration for what has been given by the organization.

2.3 SMEs Performance

[21] provides an understanding that performance or work performance is "The results or overall level
of success of a person during a certain period in carrying out a task compared with various possibilities,
such as work standards, targets or targets or criteria that have been determined advance and mutually
agreed upon”. [22] Performance can also be determined as a person's ability to perform and also includes
opportunities and willingness to do their work. [23] Firm performance is a function of the market
structure and behavior of firms within the competitive and ever-changing business world. As indicated
in many previous studies, better performance in companies when they focus on market orientation with
a particular focus on flexibility and speed of response. [24] "Performance is how well or badly you do
something or something works". [25] explored that performance defines the degree of achievement of
the job of an employee. Organizational performance is the capability of the organization to complete its
goals efficiently. The organization has achieved its goals and objectives then it is successful in achieving
superior Organizational Performance. Performance measurement is necessary to improve the
organization's strategies [26].

3. Theoretical Framework

According to the characteristics of small and medium-sized companies of population, the method of
sampling of this study is random in that all members of the population have an equal chance in the
selection of the sample. Therefore, 200 questionnaires were distributed among senior executives.
Finally, 200 questionnaires were collected. At first, by using the library studies and searching valid sites
and literature reviews, the theoretical framework for the study was obtained. Then, by using the
theoretical framework, the variables in small and medium-sized companies were extracted and
localized. By using the obtained variables, the questionnaire was designed. The questionnaire of this
study was designed by the following steps: The variables related to entrepreneurial orientation,
organization commitment and performance of SMEs were extracted from the literature and the results
of similar studies in relation to this study. After this stage by using the field study, data were collected.
The questionnaires were given to managers and asked them to complete it. This research uses a
guantitative approach through the survey method, explaining that the survey method is used for
investigative techniques by direct observation of phenomena or systematic meetings of data from the
population by applying personal contacts and interviews when adequate information about a particular
problem is not available in notes, files and other sources. a population sample of 200 SMEs, then
proportional to 17 sub-districts in Brebes Regency, SMEs owners who have a business license. The
types of instruments of entrepreneurial orientation, organizational commitment, and performance of
SMEs in this study used primary data with questionnaires in the form of a series of statements of the
respondents. The data analysis techniques in this study is using Structural Equation Modeling (SEM).
This technique is a multivariate analysis technique which is a combination of regression analysis applied
to the analysis of each variable with factor analysis applied to the analysis among the indicators.

4. Research Hypothesis

The research hypothesis of this study is as follows:
H1 : There is a positive influence on entrepreneurial orientation to SME performance
H2 : There is a positive influence on the organizational commitment to SME performance



H3 : There is a positive influence on entrepreneurial orientation to organizational commitments
H4 : There is an indirect influence on entrepreneurial orientation towards SME performance

5. Methodology

The sampling method used is purposive random sampling, it is taking samples based on criteria
determined by the researchers. The sample criteria used are respondents who have been operating at
least 5 years of business in food and drink as many as 200 respondents. In this study, an analysis tool
used is structural equation modeling (SEM) version 24.

The sample used is the owners and leaders of SMEs in Brebes Regency, considering that in this
research used field studies, such as questionnaires, it can be said that the present study, based on the
nature and methods of data collection is a descriptive study, Research purpose is an important thing,
which should be considered. The main objective of most researches in social sciences is to investigate
a field of study that can be said that the aim of this research is in the area of applied researches.

To determine the quality of the questionnaire, a validity and reliability test for the questionnaires
were taken with 30 selected respondents before proceeding to the next test model. The validity and
reliability tests used are SPSS version 25.

6. Validity and Reliability tests of Variables

6.1 Entrepreneurial Orientation

Validity test of "Entrepreneurial Orientation" variable, the result of the validity test from 20
questionnaires which are distributed to 30 respondents, there are 4 invalid questionnaires. So, only 16
valid questionnaires are used.

Reliability Statistics

Cronbach's Alpha N of Items
725 16

Based on the Reliability Statistics output of Entrepreneurial Orientation Variable, Cronbach alpha value
=0.725> 0.6. So, the Entrepreneurial Orientation variable is "Reliable"

6.2 Organizational Commitment

Validity test of "Organizational Commitment" variable, the result of the validity test from 16
questionnaires which are distributed to 30 respondents, there is 1 invalid questionnaire. So, only 15
valid questionnaires are used.

Table 1: Reliability test of "Organizational Commitment" variable

Reliability Statistics

Cronbach's Alpha N of Items
,681 15

Based on the Reliability Statistics output of Organizational Commitment Variables, Cronbach alpha
value = 0.681> 0.6. So, the Organizational Commitment variable is "Reliable"

6.3 SMEs Performance

Validity test of "SMEs Performance"” variable, the result of the validity test from 16 questionnaires
which are distributed to 30 respondents, there are 2 invalid questionnaires. So, only 14 valid
guestionnaires are used.

Table 2: Reliability test of " SMEs Performance" variable



Reliability Statistics

Cronbach's Alpha N of Items
.828 14

Based on the Reliability Statistics output of SMEs Performance Variables, Cronbach alpha value =

0.828> 0.6. So, the SMEs Performance variable is "Reliable"

7. Results
Figure 1: Result SEM
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Ho : There is no difference between the covariance matrix of sample data calculated with the estimated

population covariance matrix (Model accepted)

Hi : There is a difference between the covariance matrix of sample data calculated with the estimated

population covariance matrix (Model rejected)

Ho is accepted if the Probability value > 0.05, based on the results of the analysis, it is known that the
analyzed model is a recursive model with a sample size of 200. Chi-Square value = 0,508 with df = 51
and probability 0,508. The Chi-Square results show that the Ho which states the model is the same as

empirical data is accepted which means the model is fit.

7.2 Hypothesis Testing

Variables Estimate S.E. C.R. P Status
TSRS GO | o | sws| | oo
gngERI\IJEEEﬁ\é)LIJ\lERAL K SII\EAREFSORMANCE 128 3,434 037 970 Rejected
EEIARSFTRAEEISTERAL K gII\EAREISORMANCE 921 3,577 257 797 Rejected

Source : Primary data processed, 2019




7.2.1 Hypothesis Testing 1

H1: The effect of entrepreneurial orientation has a positive and significant effect on organization
commitment

The estimated parameter for testing the effect of entrepreneurial orientation on the performance of
organization commitment shows a CR value of 5,609 with a probability of 0,000. Because of the
probability value < 0.05, it can be concluded that the entrepreneurial orientation variable is proven to
be positively and significantly influential on the performance of organization commitment. The results
of the research prove that hypothesis 1 is tested.

7.2.2 Hypothesis Testing 2
H2: The effect of entrepreneurial orientation has a positive and significant effect on SMEs performance.

The parameter is expected to obtain entrepreneurial orientation is not supported for updating the CR
value of 0,037 with a probability of 0,970. Because of the probability value > 0.05, it can be concluded
that the entrepreneurial orientation variable is not proven to be positive and significantly improves SME
performance. The results of the study did not prove the hypothesis 2.

7.2.3 Hypothesis Testing 3

H3: The effect of organization commitment has a positive and significant effect on SMEs performance.

The estimated parameter for testing the effect of organization commitment on SMEs performance
shows a CR value of 0,257 with a probability of 0.797. Because the probability value > 0, 05, it can be
concluded that the organization's commitment variable is not proven to have a positive and significant
effect on SMEs performance. The results of the research did not prove that hypothesis 3 is not tested.

7.2.4 Hypothesis Testing 4

H4: The effect of entrepreneurial orientation has a positive and significant effect on SMEs performance
through organizational commitment.

The estimated parameter for testing the effect of entrepreneurial orientation on the performance of
SMEs mediated by organization commitment shows a CR value of 0,037 and 0,257 with a probability
of 0,970 and 0,797. Therefore, the probability value > 0,05, it can be concluded that a proven
entrepreneurial orientation variable is not proven mediates between organization commitment variables
on SMEs performance. The results of the research did not prove that hypothesis 4 is not tested.

8. Conclusion

The Chi-Square results show that the HO which states the model is the same as empirical data is accepted
which means the model is fit. The entrepreneurial orientation variable is proven to be positively and
significantly influential on the performance of organization commitment. The results of the research
prove that hypothesis 1 is tested. The entrepreneurial orientation variable is not proven to be positive
and significantly improves SME performance. The results of the study did not prove the hypothesis 2.
The organization's commitment variable is not proven to have a positive and significant effect on SMEs
performance. The results of the research did not prove that hypothesis 3 is not tested. The
entrepreneurial orientation variable is not proven mediates between organization commitment variables
on SMEs performance. The results of the research did not prove that hypothesis 4 is not tested.

9. Acknowledgments

This article is an original work and it was not published in any other review and thank you very much
to Prof. Dr. Hamidah, S.E., M.Si. and Prof Anton Satria Probuwono, Ph.D.

References



[1]
[2]

[3]
[4]
[5]

[6]
[7]

[8]

[9]
[10]

[11]

[12]
[13]
[14]
[15]

[16]

[17]
[18]
[19]
[20]

[21]

V. Chandler, “The economic impact of the Canada small business financing program,”
Small Bus. Econ., vol. 39, no. 1, pp. 253-264, 2012.

D. Neumark, B. Wall, and J. Zhang, “Do small businesses create more jobs? New
evidence for the united states from the national establishment time series,” Rev. Econ.
Stat., vol. 93, no. 1, pp. 16-29, 2011.

G. de Wit and J. de Kok, “Do small businesses create more jobs? New evidence for
Europe,” Small Bus. Econ., vol. 42, no. 2, pp. 283-295, 2014.

P. C. Groves K, Examining the antecedents and outcomes of Romanian entrepreneurial
orientation. 2008.

G. G. Dess and G. T. Lumpkin, “The Role of Entre Prenurial Orientation In Stimulating
Effective Corporate Entrepreneurship,” Acad. Manag. Exec., vol. 19, no. 1, pp. 147—
156, 2005.

A. Lotz, W. & Van der Merwe, “An assessment of entrepreneurial orientation in
agribusiness,” Entrep. Fourth Int. Bus. Conf., vol. oktober 13, 2010.

2007) Xue Cunningham & Rowley, “Human resource management in Chinese small
and medium enterprises: A review and research agenda,” vol. 36, no. 3, pp. 415439,
2007.

J. Covin and D. Miller, “International entrepreneurial orientation: Conceptual
considerations, research themes, measurement issues, and future research directions,”
Entrep. Theory Pract., vol. 38, no. 1, pp. 11-44, 2014.

B. Anderson, P. Kreiser, and D. Kuratko, “Reconceptualizing Entrepreneurial
Orientation,” Strateg. Manag. J., vol. 36, pp. 1579-1596, 2015.

G. Aldrich, H. E., & Wiedenmayer, “From traits to rates: An ecological perspective on
organizational foundings,” CT: JAI Pr., . In J. A. Katz & R. H. Brockhaus (Eds.), Ed.
Greenwich, 1993, pp. 145-195.

E. A. Baum, J. R., & Locke, “The relationship of entrepreneurial traits, skill, and
motivation to subsequent venture growth,” J. Appl. Psychol., vol. 89, no. 4, pp. 587—
598, 2004.

D. Liao and P. Sohmen, “The Defelopment Of Modern Entreprencurship in China,”
Stanfod J. East Asia Aff., vol. 1, 2001.

K. Z. Zhou, C. K. Yim, and D. K. Tse, “The effects of strategic orientations on
technology- and market-based breakthrough innovations,” J. Mark., vol. 69, pp. 42-60,
2005.

M. E. Porter, Competitive Strategy. Jakarta: Erlangga, 2008.

M. Farrukh, C. W. Ying, and S. Mansori, “Organizational commitment: an empirical
analysis of personality traits,” J. Work. Manag., 2017.

S. Arunagiri, K. Kalaippiriya, R. Lenggesh Krishna, J. Maha Vithya, and K. Kalaivani,
“A Study on Small and Medium Enterprises (SME’S) Growth Domestic Product (GDP)
Contribution From Malaysian Economic Perspective,” IOSR J. Bus. Manag. Ill, vol. 17,
no. 6, pp. 6269, 2015.

J. C. Quick and D. L. Nelson, Principles of organizational behavior realities and
challenges 8 edition. South Western: Cengange Learning, 2013.

J. W. Newstrom, Organizational Behavior: Human Behavior at Work, Fourteenth
Edition. New York: McGraw-Hill Education, 2015.

J. A. Colquitt, Organizational Behavior: Improving Performance and Commitment in
the Workplace, Fourth Edition. New York: McGraw-Hill Education, 2015.

F. Luthans, Organizational Behavior: An Evidence-Based approach, Twelve Edition.
New York: McGraw-Hill Companies, Inc., 2011.

M. S. Martha, “Sufficient characteristics and performance of lecturers outside Nyanyi is
UIN Sunan Gunung Djati Bandung: As if the organization as a Moderating variable,”



[22]

[23]

[24]

[25]

[26]

Widayatama University Bandung., 2015.

E. Kiruja, “Effect of Motivation on Employee Performance In Public Middle Level
Technical Training Institutions In Kenya,” Managementjournal.info, 2013.

K. A. M. A. Rubina Jabeen, Jamal Mohammed Esmail Alekam, A. K. N. Nik Kamariah
Nik Mat , Bilal Nayef Ibrahim Zureigat, and H. Alaa Muhammad Fadel al Junaidi,
“Antecedents of Firm’S Performance. Empirical Evidence from Yemeni Sme’S,” Am.
J. Econ., vol. 3(1), pp. 18-22, 2013.

A. . Hornby, Oxford Advanced Learner’s Dictionary of Curren English. New York:
Oxford University Press, 2010.

M. N. M. S. Hina Zafar, Muhammad Haroon Hafeez, “Relationship Between Market
Orientation, Organizational Learning, Organizational Culture And Organizational
Performance: Mediating Impact Of Innovation,” South East Asia J. Contemp. Business,
Econ. Law, vol. 9, no. 2, pp. 2289-1560, 2016.

J. Saunila, M., Pekkola, S., &Ukko, “The relationship between innovation capability and
performance : The moderating effect of measurement,” Int. J. Product. Perform.
Manag., vol. 63, no. 2, pp. 234 — 249, 2014.



