
Understanding the Moderation Effect
on Entrepreneurial Orientation in SMEs

Context

Asih Aulia Nisa(B) and Perengki Susanto

Universitas Negeri Padang, Padang, Indonesia
asih@gmail.com

Abstract. The aim of the study was to ascertain how organizational and religious
beliefs influenced the relationship between entrepreneurial orientation and the per-
formance of small and medium firms in the city of Padang. Quantitative research,
which includes surveys, is this kind of study. The leaders of small and medium-
sized businesses in the city of Padang make up the research’s target group. A
total of 152 respondents made up the study’s sample. A questionnaire was given
out to participants as the data collection. Using PLS-SEM to analyze the data
This survey has shown that SMEs in Padang City perform better when they are
entrepreneurially oriented. The association between organizational culture and
religiosity and the performance of SME’s in Padang has not been strengthened.
This study suggests that it will be explored and discussed.
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1 Introduction

Small and medium enterprises (SMEs) are one of the key economic drivers of today’s
world and are seen as key generators of jobs and economic growth [1]. SMEs continue
to face the challenge of responding to changing environmental factors such as standards
for improving product quality in emerging markets and around the world, shorter lead
times, and the need for closer business partnerships [2]. In addition, SMEs have unique
characteristics that are different from the marketing activities of large companies [3].
The individual traits and conduct of the entrepreneur or owner/manager can be used to
determine these traits. As an alternative, it might be decided by the company’s specific
constraints, scale, and level of sophistication. These constraints include finite resources
(money, time management, marketing aspects, etc.), a lack of owners’ or managers’
particular expertise, which is frequently found, and a limited market effect. There are
SMEs play a significant part in all nations in the world as they significantly increase
each nation’s gross domestic product as well as Indonesia’s economy [1]. In developing
countries such as Indonesia, SMEs are the main economic agents, accounting for a total
of 56.54million units, or 99.99%of the national economic agents. Based on data from the
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Co-operatives and theMinistry of Small andMedium Enterprises in 2021, the number of
SMEs reached 64.2 million, contributing 61.07% or Rp8.57.89 trillion to gross domestic
product. MSME can absorb 97% of the total workforce and raise 60.42% of the total
investment in Indonesia.

Previous research shows that in an era of globalization and intensifying competition,
entrepreneurial SMEs tend to improve their performance [3]. The findings of this study
corroborate those of earlier research by [2, 4–6] stated entrepreneurial orientation has
a positive impact on performance. With limited resources and inadequate skills, SMEs
need to look for newopportunities and always focus on the direction of owners-managers.
Entrepreneurial orientation (EO) is central to strategic development and a phenomenon at
the organizational level. Therefore, in order to achieve a competitive advantage, decision
makers need to increase their entrepreneurial orientation [7].

Other elements, like religiosity, are crucial to boosting performance. In general,
Religiosity factors also have a significant impact on a company’s performance. A study
by [8] in his study showed that religiousness has a positive impact on entrepreneurial
orientation and corporate success.Basedon the research conducted so far, it canbeproved
that reliability affects the performance of the company. On the other hand, according to a
survey conducted by [5], religion could not ease the relationship between entrepreneurial
orientation and SME performance.

Organizational culture also includes established behavioral norms that staffmembers
might follow in resolving issues inside the organization. Organizational culture has also
been defined broadly as a group of individuals’ actions, attitudes, values, presumptions,
and beliefs. As a result, organizational culture plays a crucial part and.

directly affects how well an organization performs. Organizational culture has been
recognized to have a significant impact on organizational performance due to its ability
to mediate the organization in adapting to the environment [9]. Therefore, the purpose of
this study is to showwhether an organization’s growing organizational culture is a factor
in the performance and success of SME’s [9–11]. Organizational culture as a mediator
between entrepreneurial orientation and small business performance is not a topic that
is often investigated in research. This study, which begins with a gap analysis, attempts
to examine the link between entrepreneurial orientation and SME performance as well
as the function of religiosity and organizational culture as moderators.

Figure 1 depicts the conceptual research framework employed in the study.

2 Method

Concerning the conceptual framework of the research above, we can see that the per-
formance of SMEs is influenced by entrepreneurial orientation. SME performance is
mitigated by religion and organizational culture. The population is the total number of
elements ormembers of the population under study [12]. This study uses an organization-
level analysis to ensure that all population members are responsible or owners of small
businesses in Padang-West Sumatera. This survey does not use all members of the pop-
ulation, so it is sufficient to obtain some of the representative population members, or
what is called a survey sample [12]. This survey is a type of survey that collects data
using surveys. Closed-end questions were used to retrieve the data according to the study
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Fig. 1. Conceptual framework

design. Survey samples were taken using the non-probability method, that is, targeted
sampling. Entrepreneurial orientation indicators used in this study are innovation, risk-
taking, initiative, aggression, and autonomy [2, 3]. The indicator of religion used in this
study is prayer. The Prophet Muhammad SAW is a role model for me when it comes to
seducing and believing Allah (God) [13]. The indicators of organizational involvement
used in this study are openness, conflict, trust, credibility, initiative, autonomy, collab-
oration, and experimentation [14]. The SME performance indicators used in this study
(sales growth, profit growth, employment growth, etc.) [15]. In this study, the variables in
this study were measured using a Likers scale of 1–5 with a weighting range of Strongly
Agree-(5); Agree-(4); Neutral-(3); Disagree-(2); Strongly Disagree-(1).

3 Result

Concerning the conceptual framework of the survey above, we can see that a total of 160
questionnaire performances were distributed to small business owners in Padang City. A
total of 152 respondents gave complete answers, while asmany as eight respondents gave
incomplete answers. Respondent trait descriptive analysis is used to explain respondent
traits, and SEM-PLS analysis is used to test the hypothesis proposed in this study. As
shown in Table 1, the characteristics of respondents can be distinguished by gender, age,
and education level.

Based on the output of the external model analysis, all propositional items for each
variable have a load factor value greater than 0.5. All variants have AVEs between 0.525
and 0.718, according to the AVE analysis results. This demonstrates that measurement
model’s convergence validity is sound. Furthermore, we assess Cronbach’s alpha (a)
value is above 0.7. These results indicate that all variables used in this study are declared
reliable. Even CR values between 0.6 and 0.9 are considered acceptable and declared
reliable (Table 2).
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Table 1. Respondent characteristics

No. Characteristics of Respondents Frequency Persentase

(People) (%)

1 Gender Male 66 43

Woman 86 57

Amount 152 100

2 Age ≤25 years 2 1

26–30 years 33 22

31–35 years 40 26

36–40 years 34 22

≥40 years 43 28

Amount 152 100

3 Level of education High School 2 1

Diploma 23 15

Bachelor 124 82

Postgraduate 3 2

Amount 152 100

4 Business Length <3 Years 12 8

3–5 Years 34 22

>5 Years 106 70

Amount 152 100

Table 2. Cronbach’sAlpha (CA),CompositeReliability (CR),AverageVarianceExtracted (AVE)

Variables CA CR AVE

Entrepreneurial Orientation 0,940 0,947 0,528

Organizational Culture 0,918 0,930 0,525

Religiosity 0,803 0,884 0,718

SMEs Performance 0,875 0,910 0,671

To evaluate the study model, the bootstrap method was applied and replaced 5000
randomly sampled samples were used with a 95% confidence level [16].
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Based on Table 3, we can conclude the result of the hypothesis test that the first
hypothesis is positive and the p-value is 0.000.Thesefindings demonstrate that EOsignif-
icantly improves the performance of SMEs. In otherwords, the higher the entrepreneurial
orientation of SME owners, the higher the performance of SMEs in Padang City, and the
hypothesis is accepted. The second hypothesis is negative, with a p-value = 0.971. Both
hypotheses are rejected because these results indicate that religion as a medium variable
cannot enhance EO and performance of SMEs. The third hypothesis is negative, with a
p-value = 0.971. These results indicate that organizational culture as a medium variable
does not provide an enhancement between EO and performance in the city of Padang,
thus rejecting the hypothesis (Figs. 2 and 3).

Table 3. Summary of Hypothesis Test

Hypothesis Original 
Sample

Sample 
Mean (M)

Standard 
Deviation T-value P Value

H1: Entrepreneurial Orientation  SMEs Performance 0,281 0,288 0,066 4,294 0,000 
H2: Entrepreneurial Orientation x Religiosity  SMEs 

Performance 
-0,002 -0,009 0,063 0,036 0,971 

H3: Entrepreneurial Orientation x Organizational 
Culture  SMEs Performance 

-0,024 -0,027 0,056 0,427 0,669 
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Fig. 2. Moderating effect 1 (Entrepreneurial Orientation*Religiosity - > SMEs Performance)

Fig. 3. Moderating effect 2 (Entrepreneurial Orientation*Organizational Culture - > SMEs
Performance

4 Discussion

Based on the results of a survey on the performance of SMEs, been demonstrated, that
entrepreneurial orientation (EO) positive and significantly affects the performance of
SMEs. This implies that a small business’s performance will be considerably enhanced
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if it possesses an entrepreneurial orientation. The findings of this study corroborate those
of earlier research by [2, 4–6] state that EO has a positive and significant impact on SMEs
performance. The association between EO and SME success has not been demonstrated
to be strengthened by religion, according to other findings. As a result, there is a less
correlation between a person’s entrepreneurial orientation and their ability to run a small
business. Therefore, just as Muslim owners withhold debt because they violate religious
teachings, the level of risk-taking of religious people is low. When owners are active
and take risks, business success increases. Religious people are not allowed to use this
dimension when developing their business. Because such behavior leads to anxiety.
Therefore, religious people develop their businesses according to existing rules. As a
result, the development of the business cannot be accelerated, but the blessing of Allah
is the main foundation [8].

In addition, the organizational culture as a moderator between entrepreneurial ori-
entation and the performance of SMEs in Padang City has not been proven. This means
that organizational culture weakens the relationship between entrepreneurial direction
and the performance of SMEs in Padang City. This suggests that UK owners are not con-
fident in their ability to make important decisions about their work and tend to exploit
them as a factor of production. UK owners tend to weaken their ability to develop ability
to take the lead in managing their work. This situation suggests that UK owners are not
able to take full advantage of their employees’ skills and abilities. Qualified staff can
be discouraged or dissatisfied with the underutilization of their skills and knowledge by
UK owners, encouraging staff to look for better opportunities elsewhere. May prompt
you. Organizational culture can affect SME performance if leaders take open attitudes,
conflicts, and positive behavior [9, 10].

5 Conclusions

The study’s findings demonstrate that SMEs’ performance is significantly impacted
directly by entrepreneurial orientation (EO). Religiosity and organizational culture did
not succeed in enhancing the link between SMEs’ performance and entrepreneurial
orientation. This study suggests that it will be looked at and discussed again. Owners or
managers of SMEs are expected to reevaluate their religious beliefs and organizational
cultures in order to enhance their performance by enhancing and establishing aspect of
religious and corporate cultural values.

References

1. Z. Xiao, X. Chen, M. C. Dong, and S. Gao, “Institutional support and firms’ entrepreneurial
orientation in emerging economies,” Long Range Plann., vol. 55, no. 1, p. 102106, 2022,
https://doi.org/10.1016/j.lrp.2021.102106.

2. N. Boso, V. M. Story, and J. W. Cadogan, “Entrepreneurial orientation, market orientation,
network ties, and performance: Study of entrepreneurial firms in a developing economy,”
J. Bus. Ventur., vol. 28, no. 6, pp. 708–727, 2013, https://doi.org/10.1016/j.jbusvent.2013.
04.001.

https://doi.org/10.1016/j.lrp.2021.102106
https://doi.org/10.1016/j.jbusvent.2013.04.001


548 A. A. Nisa and P. Susanto

3. Y. Liu andM.Wang, “Entrepreneurial orientation, new product development and firm perfor-
mance: the moderating role of legitimacy in Chinese high-tech SMEs,” Eur. J. Innov. Manag.,
vol. 25, no. 1, pp. 130–149, 2022, https://doi.org/10.1108/EJIM-05-2020-0204.

4. A.Bhatti, S.U.Rehman, and J. B.A.Rumman, “Organizational capabilitiesmediates between
organizational culture, entrepreneurial orientation, and organizational performance of smes in
pakistan,” Entrep. Bus. Econ. Rev., vol. 8, no. 4, pp. 85–103, 2020, https://doi.org/10.15678/
EBER.2020.080405.

5. M. Putri and P. Susanto, “Entrepreneurial Orientation on Small and Medium Performance:
The Role of Religiosity as Moderator,”Mark. Manag. Stud., vol. 1, no. 3, pp. 132–141, 2021,
https://doi.org/10.24036/jkmp.v1i1.

6. Y.Wardi and P. Susanto, “113559-ID-orientasi-kewirausahaan-pada-kinerja-usa,” vol. 16, no.
1, pp. 46–61, 2017.

7. Bereket Mamo Buli, “Entrepreneurial orientation, market orientation and performance of
SMEs in the manufacturing industry: evidence from Ethiopian enterprises Bereket,”Manag.
Res. Rev., vol. 40, no. 3, p., 2017.

8. Fauzan, “hubungan religiusitas dan kewirausahaan : sebuah kajian empiris dalam perspektif
islam,”Modernisasi, vol. 10, no. 2, pp. 147–157, 2014.

9. M. Jardioui, P. Garengo, and S. ElAlami, “Howorganizational culture influences performance
measurement systems in SMEs,” Int. J. Product. Perform.Manag., vol. 69, no. 2, pp. 217–235,
2020, https://doi.org/10.1108/IJPPM-10-2018-0363.

10. A. H. Gorondutse and H. Hilman, “Does organizational culture matter in the relationship
between trust and SMEs performance,” Manag. Decis., vol. 57, no. 7, pp. 1638–1658, 2019,
https://doi.org/10.1108/MD-05-2018-0557.

11. X. Li, J. Yang, H. Liu, and X. Zhuang, “Entrepreneurial orientation and green management
in an emerging economy: The moderating effects of social legitimacy and ownership type,”
J. Clean. Prod., vol. 316, no. 7, 2021, https://doi.org/10.1016/j.jclepro.2021.128293.

12. U. Sekaran and R. Bougie, Research methods for business : a skill-building approach/ , Sev-
enth ed. Chichester, West Sussex, United Kingdom: John Wiley & Sons Ltd, 2016. https://
doi.org/10.1007/978-94-007-0753-5_102084.

13. A. Abror, D. Patrisia, Y. Engriani, S. Evanita, Y. Yasri, and S. Dastgir, “Service quality,
religiosity, customer satisfaction, customer engagement and Islamic bank’s customer loyalty,”
J. Islam. Mark., vol. 11, no. 6, pp. 1691–1705, 2020, https://doi.org/10.1108/JIMA-03-2019-
0044.

14. S. O. Ugheoke, “Does Organizational Culture Matter in Managerial Role and High-
Performance Achievement? Lessons from Nigeria SMEs,” Bus. Perspect. Res., vol. 9, no.
3, pp. 385–398, 2021, https://doi.org/10.1177/2278533721989831.

15. P. Susanto, M. E. Hoque, N. U. Shah, A. H. Candra, N. M. H. N. Hashim, and N. L. Abdullah,
“Entrepreneurial orientation and performance of SMEs: the roles of marketing capabilities
and social media usage,” J. Entrep. Emerg. Econ., 2021, https://doi.org/10.1108/JEEE-03-
2021-0090.

16. J. F. J. Hair, G. T. M. Hult, C. M. Ringle, and M. Sarstedt, A Primer On Partial Least Squares
Structural Equation Modeling (PLS-SEM). Sage Publications, Inc, 2014.

https://doi.org/10.1108/EJIM-05-2020-0204
https://doi.org/10.15678/EBER.2020.080405
https://doi.org/10.24036/jkmp.v1i1
https://doi.org/10.1108/IJPPM-10-2018-0363
https://doi.org/10.1108/MD-05-2018-0557
https://doi.org/10.1016/j.jclepro.2021.128293
https://doi.org/10.1007/978-94-007-0753-5_102084
https://doi.org/10.1108/JIMA-03-2019-0044
https://doi.org/10.1177/2278533721989831
https://doi.org/10.1108/JEEE-03-2021-0090


Understanding the Moderation Effect on Entrepreneurial Orientation 549

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the source,
provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter’s Creative
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