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ABSTRACT

This study ainu to investigate empirical evidences of the relaticnship between entrepreneurial orientation
to enhance business performence. The previous study found th*t entrepreneurial orientation beeame an
important key fcrr afl €rilepr€neurial ta enhancE the business perfh,rmance. This study also examinEd the
role of relarional capabilities as an intervening variable to achieve business perfbrmance. The saruple in
this study wore ths furnitr:re Small and micro entrepreneirs (SMEs) in the regian of central Java with a

sampie size of 200 respondents. The sampling techrique in this research was d*ne by using purposive
sampling. Struetural Equation Modelling {SEM) was used to test resulte of the data amlysis with the help
of sof[ware A]\{OS l Amcs Graph. The results of the srudy showed that enkeprenewial orientatir:n has *
signitieant pnsitive effs$t on business perfbrmance. Entrepreneurial arientation has a significant pr:sitive
etTcet on relational eapabilities. Relatianal eapabilities is mediated signifieantly the positiv* r*lationship
of enh'epreneuri al orientati on and busi ness perf-or-mance.
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Entrepreneurial orientatisn and Businesa Perfsrmflnee ;
The Medinting B'nle of Relational eapabilitier

t. Introduction and researeh problem
Indonesian Furniture Export sales valuejust entered ranked r8th, far below Ir{alay'sia and Vietnam (Central

Jauo" Directary aJ Exporters zat4). However, furniture and handicraft industry in Indonesia has the potentiaito grow
larger in the future because it is_supported by abundant raw materials, adequate skilted personnel, ai ra.etl as pro?uet
design is no less when compared r,r,'ith other countries. Indonesia export capibilities in the furniture sector has not yetussrBlt ls ro less wnen compaled u:ltn other countl:res. lndonesia export capabilities in the furniture sector has not yet
been able. to compete in the arena of global rompetition. Accoiding ti data from IJN Comtrade, the valge of
Indonesia's furniture erports in zor3 was only r.8 billion US dollars, occupied the rSth position world. While the
share of exlrort markets European region has a huge potential that is +z%. Astaexport market by 4o%, 9% of America,
Australia and Af::ica 7% z% {Data Asmindo Kamdrt iuua, eentrul J*ua Prouincial Departmeni o} Coi*ur*, and the
ehcmber of eommerce, zot4).

It. is very importaat for the SMEs furniture Indune.sia to harr an entrepreneurship spirit, in ord.er to
penetrate the international market. The studies on the impo$ance of SIVIEs to be errtrrepreneurial orientation has alst:
been investigated, by previous researchers as {Baker & Sinkuta, aoog; liohtam:iki, :oob; Kraus. Rigtering, Hughes, &
Hosutan, zclr; Nadli, Nordqvist, Sjoberg, & '!4'iHund, aaaT; Teck, zorzl. Furthermore, Baker aid sirikula Izoogl
described tfre lmportance"of the compaxy to be oriented on &e market and e*trepreneu-ship in achieving th; firm;
gror+th- and identifi, market opportunities. The companies eondueting arientation tolvards entreprenerirship will
easily develop the company's intovation both thr:ough inc::easing the q,.atity and quantily that have been produc*d.

Zimrnerer, Scarhorough, and Wilson tgaoSJ stated that tht zr.i cenairy is iansiriererl as the century of
en repreneur-ship' Eltrepreneurship is a eoncept and n:anagement prac{ices that are iraportaut in the history of
today'q busiTess warld. H-rtt, Ireland, Sirmon, and Trahms (r6uj stated that entrepr:eneurial is an activiff or p.6ess
caried orrt by individuals or groups in order t{, creatc prosperity [perfcrmanceJ throrrgh the creation of r,alue,
Meanr,r'hiie, Lumkin and Dess {19g6} argued that the eoncept of entrepreneuri*l orient*ticn describes the mind set af
organizations in the search for a new venfure that provides a framework for the company's research activities.
This research came from the phenomenon of exported furniture sales trend in Indoneiia that showed a decline. The
colrerage market shares in &e export-oriented SME Furniture Cenfual Java region experienced increasing. Based on
potentiai expofi market Indonesian furniture products whic.h are still open, so the furniture erport-oriente.d SMEs
should be able to enhance its abilit-v to enter the international market. Meanwhile, the objective of this study is to
demon_strate empirically the effect of entrepreneurial orientation on business performance through valiable relitionaj
capabiiities on the scope of furniture SMEs. Relational capabilities are important concept in bridging relation of the

s. Methods
Research samples

Respondents in this study crf SMEs in the group furniture e-tporter located in Central Java, originated at the
center of furnitule industry in Jepara, Sukoharjo, Klaten and Sragen. While the analyzed unit of fhe study were
managers or olvners of SMEs furniture export orientation of a number of zoo resporrderrts, The sampling technique
usedpurposiue sampling then looked at the experienee of the SMEs furniture (manager or owner).

Instrument and Measurement
This study used primary data collected through questionnaires to be filled by respondents. All variables in

this study, namely the construct entrepreneurial orientation, relational capabilities and business perfonnance, were
measured by using a I.jkert-scale questionnaire with answers ranse 1 - S. The scale depicted rating from 'strongly
disagree' to 'strongly agree'. The instrument in this study r,tas an indicator of the three coustmets, entrepreneurial
orientatiou, relational capabilities and business performanee.

Lin and Peng (zoo8) elplain business performance is an operations of the orgauization, including tJre
achievement of cnmpaal'gods aehierrment both internal and. eeternal" While business perfcrrmanee indimtors in this l

study was measured through sales gri:wth, profit and urarket share. 
i

Wiklund (1999) was rlefined entrepreneurial orientafian as the entrepreneurship proeess based r:n the 
]

csmpany rvhere prtlaciive aetion, innovaiion, and risk-takiug by the comparly can be influeneed by a number of 
]

factors eoming from inside and *ritside the company, so that the action i* *mbedded in a m*.nagement frarnework. 
]

Entrepreneurial orientation in this study was measured lry iudicators of support for the development of new ideas. the 
]

eour&ge to etter new marketso the use oftechnologr and the corrage to iauneh uew produefs. i

Adecer {ptloyJ was defined relatisnal eapabilities is an intangible asset that was based on an effort to I

develop, araintain and presele and build a relationship that is high quality with relation of the conrpiury. ReJationai I

capability in this study rrleasured thc quality of the relationship with the buyer, the internatisnal standards of product I

qualiBr infarmation from the buyer, orientalion of long-term relationships with br.ryers, mutually beneficia]. I



Screenirg Data
The screenitrg data test was elone in the early stages nf processing data by testing normalitl', and potentiall,v'

oudier data detectiol {Ghozali, sc,11). The nurnber of respondents surr,'eyed in this study rvere :oo respondents,
namely t}e or,tr:ers I managers of SMEs exported furnihrre oriented scattered ou dre fbur areas in Central Java,
nameiy: Jepara district, Sukoharjo, Klaten and Srager. Based on a sul.}'€}'crond.ucted on 2oo resl:ondents, only r7z
peopie wh,ei responded to the questionnaire and eight questionnaires w-ere incomplete in the filling. However, rvhen
the data processing, ihere w'ere 3o questionnaires outlier, so it should be dropped from t}re study sample. The total
sample lefi in this study were r34 respondents.

Advanced testing conducted in the study using Sh'uctural Equation Modelling (SEM) using AMOS program
a.ssistance zr. The indicators that rnade up the construct by looking at parameters resulting goodness of fit.
Measurernent models used convergent r,alidity, namely to test these indicators, whether valid or not measure what
should be measured. Maximum likelihood estimation technique used in this study. Then we test item questionnaire
using confirmatory factor ana$sis to examine the relationship constructs u,ith the indicator (the validity of the
questionnaire). Based on the theory developed while reliabilily testing used by using Cronbach alpha (Croubach's cr).

3. Results and findings

Technique used in the modei and hlpothesis testing in this study was Structural Equation Il{odelling (SEMI
anall'sis with A,\.{OS program. The analysis was done with measurement modei tcr test un dimensional. Indicators that
created constnrct by looking at parameters which were derived from goodness of fit. Measurement model will employ
conyergent validity to test the indicators, if it is valid or not in measuring what should be measured. Besides, the
significanee of indicators needs to be tested as well if those indicators have the same dirnension in creating latent
variable. The next analysis was conduc'ted on Structural Equation Modelling with the same steps, i.e. testing the
parameters from goodness offit and directly testing the research hlpothesis on the causal relationship developed in
the rnedel.

Teehnique of maximutn likelihood estimation was applied in this research. The number of sample used here
was 164 saurples orr the basis that the number has met the criteria of the number of sample adequacy recomrnended
fot u:arinrum likelihood e-stimation [MLE) technique and sverage error variauee of indicator (AYEJ criteria with a
minimum sample size.

Tested rnodel in this research using the item questionnaire by confirmatory faetor analysis to exrunine. the
relatio:r eif cotstruct with it*s indicator (qnestioruraire valiclib,l. Furthermore, the reliability testing eruplcryed
cronbact aipha {Cronbach's a). -I"}re resealch concluded that indicators can explain for measuring constuuct.
Structural Equation Modelling (SEM) with AMOS program is used in testing the three hlpo&eses of &is research.
The result of the testing using Structural Equation Modelling {SEM). The test result of full madel confirmatory has
indicated a good result in whicir it has met the criteria of goodness of fit. Struc'ture of model was used to describe
models of causality research with tiered relationship. the test result indieates tle criteria of goodness of fit have met
the requirements which are the scores for Chi-Square was 62.155, probabiiities o.or8, TLI o.9S7, GFI was 0.928,
AGFI o.88S and the score for RMSEA was o.o6o u,hich indicate that the scores harle met the determined cut-off. It
indicates that the research is accepted and meets the determined criteria (standards).

The correlation sc.)re amorrg each coustruct shows a strong correlation between entrepreneurial orientation
and business performance conskucts (o.58o.'). The relation between entrepreneurial orientation and relational
capabilities constructs has showed a less strong result (o.58r"). The relation betrveen relational capatrilities and
business performance indicates a strong correlation to.6zz"").
Table z indicates the srandardbed poth coeffi.cients of relationship among entrepreneurial orieutation, relational
capabilitias, and business performance. Moreover, the researeh finding is also illustrated iu Tatrle I that forurs the 3
h;potheses.

The relationship betweea entrepreneurial orientation on business performalce shows the result from the
struc*aral path modei that explains the arailabilitl' of positive siguificant relationship behveen entrepreneuriai
orientation on business performilnee. The result of structural path calculation indicates that there is a positive and
signifieant relatianship ber**een entlepreneurial orientation on business performanee that can be obsen'ed from the
value {t = 2.1c,4 > 1.96J with significantvalue {o.ogS < o,o5). Hypothesis r is ac<rpted.

The relationship of entrepreneurial orientation on reiational capabilities shov{s the re.sult yielded trom f/re
struc/c.tral path model that explains the existence of positive signifieant relationship betr.r'een entrepreneurial
or-icutation on relational capabilities. The result of stnrctural patb calculation indicates that there is a positive and
significant re.latianship between entrepreneurial orientation sn relational eapabilities that cau be seen from the value
[t = 9.378 > r.96] rvith significant value {o.ooo < o,o5). Hlpothesis z is accepted.

The relationship of relational capabilities on business performance shows t}e result I'ielcled frorn fhe
structuralpath model that explains the edstence of positive significant relationship between relatietnal capabilities on
business performance. The result of structural path calculation indieates that there is a positive and significant
relationship betrveen relational capabilities on business performance that can be seen from the value (t = 2.92et >

r.c5l with sicnificflnt value [o < o"os). Therefore. lt stqls



4. Conclusions, implications and signiflcanee

'fhis research is designed to examine t}e relalionship among enlrepreneurial orienl-ation, relahional
capabiiities, and business perfcrmance in the contert of research of SMEs furnifure elport market-oriented in Central
Java Region. The research finding has given eyidences that the entrepreneurial orientation affects positive signifieant
on the business performance. This research finding has supported the previous research done by YJang (:oo8) which
found that organizational learning mediates tle relationship between entrepreneurial orientation and cornpany's
perfonnance. Another study has also cutlined the role of relatir.rnal capital of both intra and extra industry as the
moderator tariable on the relationship between entrepreneurial orientation and company's performance {Stam &
Elfiing, zos8J. The s*me result is also ccrrfirmed by Baker. *nd Sinkula. {:ggg] which reveals the assoeiation
i:efr,veen entrepreneurid orientation anel market orientation which is meeliated try the willir:gness to innovate.

inoilrer result of this study t-orrnrl that cnfueFreneurial orientation gives pc,flitive siguifirant effert on
relational capalrilities. This result suppofts the previnus study c.ondurted hy Jamsa et al. {con} whieh untlerlines the
imporhirrce of r:rganizatiofi in otilizing their network as the sourr.e of opportunities and resources that can be
funetioneel as a path erf rJranges t*wards su,stainatrle exeellenees. The same result lvhieh aiso supports this research is
eonduded by Chaug {sor=} whie}r found that x eampauy wit}r market sensitivity orientation, ability to alrsorl:
knr:wledge, social networking capabiliV, and integrative ability to communicate and negotiate are important abilities
needed by a businessman.
Reiational capabilily affects positive significant on business performance. This finding is in line v"'ith the previous
study done by Lorenzoni and Lipparini (rSSSl which states that the networking availabie in an organizaticln {interfirm
relation^ship] is a pivotal part of organizationai capabilities {distinctive organizational capability) which has a strong
influence in promoting company's grouth and imrovation. Furtherinore, a study done by Smirnova et aI. (zon) fsund
that relational capabilities give positive and significant effects on marketing per{ormance. Whereas, Lee et al. (zoor)
examines the internal a'biii* and externai net*,ork on marketiug performance with the result that the three
dimensions of internal abilig gir..e impact cn performance to innovate. Interaction among inteural abilities on the
grounds of partnership relafion gives statisticaliy significant effect cn performance.

This paper provides ner*'empirical evidence on the relationship betrqeen entrepreneurial orientation an
business per{ormance and the mediation variable af relational capabilities. In accordance with the prer4ous study
which suggests that entrepreneurial orientatian brings a very strategic role in imprelving business performance

{Bhuian ei a}., eoroJ" Ancther important t}eoretioal csiltributian is that this study also cr:nfirms the previous study
eondueted b3' lViklund (rggg) E'hich states that entrepreneur-ial orientation is a process of enkepreneurial that bases

sn the e*mpany in wfrieh proactive, innovative, and risk taking aetions by the eompany ean be affected by severd
l-artcrs exist in either inside or outside the company: thus, the actions sticl.: on a management lramework'

lmpiieaticn af this research indieates its impa*anee for the aetors of export-orieuted furnihrre SMEs to
improve tireir business performance, In *ddition, the finding has als$ inrlieated th*t the mefiaticn rsle af relatianal
eapabilities as an impa*arlt support for the *xport-oriented furniture $MEs' actorc in improving tleir business
performance. Means, it is important for the SMEs export-orienteel aetors tu maintain relationship with their relatiors
by putting forward the four principles, narnely, maintaining the gocd qualitv of the relationship with tleir buyers,
rhariag infarmation with tlieir relations sn internatiotal standardized product qualiry, arienting on lang teen
relationship with buyers, a1ld also building mutual relationships with their rclatrons. Another important csntributisn
of this study is *lsa ir line with the theary developed by Morgan and Hunt (rgg4] who str*es that in a c.ooperatian, a

companv needs to be proaetive and plays aetivelf iu an effort of introdueing the compaay's produets whieh a:e lruild
sn tle hasis of eammitrnent and, trust"

Auother interesting finding of this research also shows that even though studies on errtrepreueuri*l
qrientation have been widely studied, but the research result here has consisteutly found the positive relationship
wiih bu-qiness performance. It is important for &e SMEs aetors tei establish their orientation in developiug their
business by poisessing supportive characteristics on the developrnent of nelv ideas, courage to penetrrte new rnarke!
teihnolog-v ritilization and courage to launch new product.
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