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INTRODUCTION

Micro, Small, and Medium Enterpri-
ses (MSMEs) play a crucial role in driving
economic growth and creating job oppor-
tunities within society (Ahmatang & Sari,
2022). One of the strategic measures to
address economic and social disparities
is to advance MSMEs. MSMEs not only
help reduce poverty levels but also have a
significant role as contributors to national
foreign exchange (Putri & Nailufar, 2022).
According to data from the Central Bu-
reau of Statistics (BPS), the number of
MSME:s in Indonesia has reached 64 mil-
lion, representing 99.9% of the total busi-
nesses operating in Indonesia. The role of
the MSME sector in boosting Indonesia’s
economy is substantial, as evidenced by
the employment of 97% of the workfor-
ce and an investment integration of 60.4%
(Putri & Nailufar, 2022).

Although the role of MSMEs
(Micro, Small, and Medium Enterprises)
has a significant impact on the formation
of Gross Domestic Product (GDP) and
job creation, their contribution is still con-
sidered insufficient in driving economic
growth and increasing community income
(Lestari et al., 2021). MSMEs in Indonesia
continue to face several challenges, such
as limited capital, low levels of human
resources, and limited understanding of
science and technology (Sedyastuti, 2018).
The growth of MSME:s is likely to decline
due to increasing market competition and
the lack of optimal strategies by business
actors (Arabeche et al., 2022). In today’s
highly competitive landscape, MSMEs are
forced to explore tactics aimed at enhan-
cing their level of innovation and compe-
titiveness. This push stems from the need
to adapt and thrive amidst ever-changing
market dynamics (Covin & Slevin, 1989).
The sustainability and performance imp-
rovement of the MSME sector highly de-
pend on policies that support the enhance-
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ment of organizational performance and
entrepreneurial orientation to encourage
and develop the industry (Arabeche et al.,
2022)

One of the cities with the largest
number of SMEs in Indonesia is Batam.
Batam is one of the main economic cen-
ters in Indonesia, with many SMEs ope-
rating in various sectors such as manufac-
turing, tourism, and trade. In 2021, the
growth of micro-enterprises in the Riau
Islands increased by 18,025. According to
the Online Data System (ODS) presented
by the Indonesian Ministry of Cooperati-
ves and SMEs, the total number of SMEs
in the Riau Islands as of 2023 reached
81,486. This indicates a substantial pre-
sence of SMEs in the region, highlighting
their significant contribution to the local
economy. Batam’s strategic location, close
to Singapore, makes it a unique area with
specific challenges and opportunities that
may differ from other regions in Indone-
sia. SMEs in Batam also play a significant
role in supporting both the local and na-
tional economies. With increasingly tight
competition and rapid technological chan-
ges, SMEs need to adopt a more strategic
approach to improve their performance.

Many studies have discussed Busi-
ness Performance (BP), Entrepreneurial
Orientation (EO), Market Orientation
(MO), Technology Orientation (TO), and
Organizational Culture (OC). Among
them, Arabeche et al. (2022) investiga-
ted the influence of EO and TO on BP,
research by Cuevas-Vargas et al. (2019)
and Perera et al. (2019) also explored the
effects of EO on BP, Khedhaouria et al.
(2020) explored the relationship between
OC, EQ, and BP, Ali et al. (2020) and Ah-
matang & Sari (2022) researched the im-
pact of EO and MO on BP. Additionally,
Ramirez-Solis et al. (2022) and Abdulrab
et al. (2021) focus on the influence of TO
on BP, while Masa’deh et al. (2018),Prata-
ma et al. (2021)and Abdulrab et al. (2021)
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examined the effects of MO, TO, and EO
on organizational performance(Lita et al.,
2020) focused on the effects of OC on BP.

Previous studies have extensively
examined the individual effects of EO, TO,
OC, or MO on the performance of SMEs.
However, there are only a few studies that
have investigated the combined influence
of EO, MO, and TO on the performance
of SMEs, mediated by OC, particularly
in the Batam area. This provides a new
perspective that not only considers a sing-
le factor but also the complex interaction
between these three orientations.

Relationship between Entrepreneurial
Orientation and Business Performance

According to Cuevas-Vargas et al.
(2019) the effect of EO on BP is a con-
cept that examines the extent to which
entrepreneurial traits in an organization
can affect its BP outcomes. EO typically
encompasses five primary dimensions:
innovativeness, proactiveness, willing-
ness to take risks, orientation towards
opportunities, and readiness to confront
uncertainty(Perera et al., 2019). Consi-
dering EO impact on BP, it implies that
companies can gain advantages by foste-
ring attitudes that embrace risk-taking,
proactive behavior, and innovation. This
underscores the importance of cultivating
a corporate culture that encourages ent-
repreneurial qualities to thrive in today’s
dynamic business environment (Arabeche
et al., 2022).

According to Maria del Rosario et al.
(2017), EO enables companies to accele-
rate their pace and maintain a competitive
edge. This suggests that EO facilitates agi-
lity and proactive strategies, positioning
firms to lead in their respective industries.
Lita et al. (2020) states that EO can inc-
rease organizational innovation which in
turn will affect organizational performan-
ce. In general, companies with a strong EO
are likely to exhibit enhanced BP as they
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demonstrate agility in responding to shifts
in the business landscape, recognize emer-
ging prospects, and innovate to distinguish
themselves from rivals. This adaptability
enables them to not only survive but also
thrive in dynamic market conditions, ulti-
mately leading to sustained success.
H1: Entrepreneurial Orientation has po-
sitive effects on Business Performan-
ce

Relationship between Entrepreneurial
Orientation and Organizational Culture
EO refers to organizational attitudes
and behaviors that encourage innovation,
risk-taking, proactivity, and opportunity
orientation. The influence of EO on OC
can be very significant and shape the cha-
racteristics and values shared by organi-
zational members (Shehu & Mahmood,
2014).0Organizational orientation is con-
sidered a crucial strategy that can assist
companies in achieving a competitive ad-
vantage by promoting and sustaining ent-
repreneurial orientation (EO) (Cherchem,
2017). Small companies that successfully
encourage and develop innovation and
adopt risk-taking behavior and proactive
behavior can certainly have a strong OC
and value employee (Khedhaouria et al.,
2020). Innovative companies have indeed
integrated innovation orientation into
their OC to guarantee that the frequen-
cy and steadfastness of inventive actions
are strengthened across all areas, depart-
ments, and personnel within the organi-
zation (Fernandez-Mesa & Alegre, 2015).
This strategic alignment fosters a culture
where creativity is not only encouraged
but also consistently practiced, leading
to a sustained innovative environment
throughout the company (Abdullah Kaid
Al-Swidi, 2012).
H2: Entrepreneurial Orientation has po-
sitive effects on Organizational Cul-
ture



Sentoso et al./ Business Performance of MSMEs: an Analysis of the Effect of ...

Relationship between Market Orientati-
on and Business Performance

Market orientation (MO) refers to a
company’s orientation towards the market
or customers. It encompasses a company’s
efforts to deeply understand customer
needs and desires, as well as the ability to
adapt strategies and products in respon-
se to changes in the market. Aziz & Sa-
mad (2016)argue that for MSMEs to stay
competitive in the market, they need to
actively embrace innovation (Han et al.,
1998). This strategic approach not only
enables them to stand out from competi-
tors but also enhances their ability to meet
evolving market demands and customer
preferences. Embracing innovation fos-
ters agility and adaptability, key attributes
necessary for MSMEs to thrive in today’s
dynamic business landscape. According to
Abbu & Gopalakrishna (2021) companies
that adopt MO are expected to excel, given
their heightened ability to anticipate mar-
ket trends and connect with customers,
especially when compared to emerging or
inactive firms. Conversely, a deficiency in
MO implementation could hinder firms
from enhancing their capacity for gathe-
ring and processing information (Kohli,
2017).

Such limitations in sensing shifts in
customer preferences and a lack of de-
dication to delivering superior value to
customers might impede companies from
devising strategies that effectively address
market needs(Abbu & Gopalakrishna,
2021). As MO can yield intricate and
varied outcomes, further research is war-
ranted to explore the association between
MO and BP across diverse settings (Udriy-
ah etal., 2019).

H3: Market Orientation has positive ef-
fects on Business Performance

Relationship between Market Orientati-
on and Organizational Culture
MO can have a correlation with OC,
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because MO refers to the orientation of
an organization towards customer needs,
wants, and expectations (Abdulrab et al.,
2021). When organizations have a strong
MO, this tends to create a customer-ori-
ented OC (Wahyuni & Sara, 2020). Or-
ganizational members will place more
importance on understanding customer
needs, collaborating to provide better so-
lutions, and focusing on product or ser-
vice innovation to meet market demands
(Nilasari et al., 2021). In the context of
SME research, the relationship between
MO and OC indicates that MO can both
shape and be shaped by the existing OC.
MO, which emphasizes a deep understan-
ding of customer needs and wants (Sahib-
zada Jawad et al., 2020), can create an OC
that is more responsive to market changes
(Kurniawan et al., 2021).For example,
SMEs that implement MO tend to develop
a culture focused on innovation, team col-
laboration, and adaptability to meet custo-
mer demands. This fosters an atmosphere
where every member of the organization
is dedicated to enhancing the quality of
products and services and working to de-
liver greater value to customers (Abdulrab
etal., 2021).Thus, MO not only serves as a
business strategy but also as a key element
in shaping an adaptive and customer-ori-
ented OC.

H4: Market Orientation has positive ef-

fects on Organizational Culture

Relationship between Technology Orien-
tation and Business Performance

The connection between TO and BP
may be a crucial factor for a company’s
success in the digital age. TO refers to the
degree to which an organization focuses
on leveraging technology to meet its bu-
siness objectives (Chae et al., 2014). Ac-
cording to Masa’deh et al. (2018) TO also
known as innovation orientation, occurs
when an organization can implement new
ideas, products, and processes. TO is vie-
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wed as a crucial element for introducing
innovative and high-quality products to
the market (Borodako et al., 2022). This
orientation is crucial not only for product
development but also acts as a primary
driver for company growth and market
advancement across various dimensions.
By focusing on TO, companies can more
easily adapt to market changes and remain
competitive (Borodako et al., 2022). This
indicates that the ability to innovate and
integrate new technologies is key to the
long-term sustainability and success of a
company (Masa’deh et al., 2018). The use
of technology in the current era forms a
technology strategy for companies, espe-
cially since the growth, development, and
application of technology is very impor-
tant for the progress of MSMEs (Alfulai-
lah & Soehari, 2020). Careful application
of technology can result in efficiency in
business processes such as, reducing ope-
rational costs, and increasing employee
productivity.

H5: Technology Orientation has positive

effects on Business Performance

Relationship between Organizational
Culture and Business Performance

The connection between OC and BP
can be pivotal in determining a company’s
success. According to Lita et al. (2020),
OC plays a crucial role in facilitating col-
laboration, knowledge sharing, and the
exchange of experiences and ideas among
team members. Effective management of
organizational performance as a manage-
ment instrument can influence and encou-
rage employees to have a positive, dedi-
cated, and productive attitude (Lestari et
al., 2021). Consequently, this heightened
engagement serves as a catalyst for emp-
loyees to further nurture their creativity
and innovation, thereby contributing to
an overall enhancement in organizational
performance. With such a culture in place,
the company can create a conducive work
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environment, encourage employees to
work more efficiently, and establish a po-
sitive reputation in the eyes of customers
(Mon et al., 2023).

Organizational change often involves
changes in the values and beliefs on which
the OC is based (Suwandi & Setyawan,
2024).Changes in values and beliefs can be
in the form of changes in vision, mission,
or values that are considered important by
the organization. In order to achieve op-
timal employee performance, it is crucial
to consider their satisfaction. When emp-
loyees feel uncomfortable or undervalued,
they are likely to not maximize their po-
tential, ultimately affecting their overall
concentration and productivity (Lestari &
Muchsinati, 2022).

H6: Organizational Culture has positive
effects on Business Performance

Relationship between Entrepreneurial
Orientation, Business Performance, and
Organizational Culture

EO, known as entrepreneurial attitu-
des and behaviors that include innovation,
proactivity, and orientation (Arabeche et
al., 2022) can create an environment that
values new ideas. Nevertheless, the impact
of EO on BP may not always manifest di-
rectly (Tran, 2021). This suggests that whi-
le EO is a significant factor, its influence
on business outcomes might be mediated
by various other factors or processes wit-
hin the organizational context. When EO
is aligned with OC, it can guide strategies
and approaches for building new products,
developing markets, and developing com-
mercial operations (Cuevas-Vargas et al.,
2019). Implementing appropriate cultural
values will instill enthusiasm, boost mora-
le, and foster a deep commitment to the
company and its objectives (Wang, 2019).
Furthermore, it serves to elucidate the ex-
pected conduct of employees, thereby sti-
mulating their potential productivity (Giri
et al., 2022). According to Arabeche et al.
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Entrepreneurial
Orientation

Technology

Organizational
Culture

Business

Orientation

Market
Orientation

Figure 1. Research Framework

(2022) the main role of leaders in an or-

ganization is seen from the way culture is

formed and maintained to build a culture
that is in accordance with organizational
goals.

H7: Entrepreneurial Orientation has po-
sitive effects on Business Performan-
ce, which is mediated by Organiza-
tional Culture

Relationship between Market Orientati-
on, Business Performance, and Organi-
zational Culture

According to Masa’deh et al. (2018)
A strong cultural orientation can influence
how MSMEs interact with local and glo-
bal markets. For example, if MSMEs have
a strong cultural orientation towards hos-
pitality and togetherness, they may tend to
be more successful in building strong rela-
tionships with local customers and expan-
ding their business networks (Lestari et
al., 2021). On the other hand, if MSMEs
have a more conservative or closed cultu-
ral orientation (Altindag et al., 2011), they
may face challenges in adapting to the
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Performance

changing market and competing with other
businesses (Al-Ansaari et al., 2015).

In addition, cultural orientation can
also mediate the BP of MSMEs in Batam
City. A culture that encourages innovation,
creativity and entrepreneurship can provi-
de impetus for MSMEs to create unique
and high-quality products and services,
thereby increasing their competitiveness
in the market (Ali et al., 2020). However,
a culture that is overly rigid or resistant to
change can obstruct MSMEs’ ability to
quickly adapt to market and technological
shifts. Therefore, a deep understanding of
how cultural orientation affect MO and BP
is crucial for MSMEs in Batam City to de-
velop appropriate and sustainable strategies
for their growth amidst the ever-changing
market dynamics (Kurniawan et al., 2021).
HS8: Market Orientation has positive ef-

fects on Business Performance, which

1s mediated by OC

Based on the above explanation, the
research framework can be outlined as Fi-
gure 1.
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METHOD

The population in this research in-
cludes managers and owners of MSMEs,
especially those based in Batam City. This
study employed non-probability sampling
due to the diversity of the selected samp-
les and the varying sample sizes. The
number of elements chosen as samples is
also unknown due to limited information.
The selection of MSMEs in Batam City
was done randomly, focusing on MSMEs
engaged in production, services, culinary,
trade, and retail businesses. The researcher
applied a random sampling method to en-
sure that all samples had an equal chance
of being selected. This study follows the
method outlined by Hair et al. (2019)
to determine the sample size, using the
formula n x 10. A questionnaire with 26
items was used, requiring 260 respondents
for the sample. To account for potential
errors or incomplete responses, 280 ques-
tionnaires will be distributed. The questi-
onnaires used a Likert Scale to assess each
measurement instrument in the question-
naire (Afthanorhan et al., 2021). The in-
terval measurement scale consists of five
levels, ranging from (1) Strongly Disagree,
(2) Disagree, (3) Neutral, (4) Agree, to (5)
Strongly Agree.

The data collection process invol-
ved using primary data gathered by distri-
buting questionnaires to managers and
owners of MSMEs in Batam City, provi-
ded proportionally via Google Forms. The
measurement indicators used in the ques-
tionnaire were adapted from previous stu-
dies, where The EO, OC, and BP variables
were measured using 5 questions each,
adopted from Arabeche et al. (2022), whi-
le the MO and TO variables were measu-
red using 6 and 5 questions, respectively,
adopted from Masa’deh et al. (2018).

The descriptive analysis method was
employed to analyze the data, enabling the
researcher to describe the characteristics
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of the collected data. The researcher used
SPSS and Smart PLS software to exami-
ne the relationships between the indepen-
dent variables and the dependent variables
through the mediating variable (Hamid &
Anwar, 2019).

RESULT AND DISCUSSION

The demographic breakdown of the
sample, including gender, age, education
level, position within SMEs, and the du-
ration of SME operations, is shown in
Table 1. The majority of respondents in
the sample are Owners (74.6%), Female
(56.9%), aged 18-25 (28.8%), holding a
bachelor’s degree (43.5%), and have been
running their SME businesses for 3 to 5
years (51.2%). Based on the information
in Table 2, the retained items are shown.
Items MO2, MO4, TOI1, and TO5 were
removed because they did not meet the
testing criteria.

This research has 8 hypotheses, in-
cluding 6 hypotheses that discuss variables
directly and two hypotheses that discuss
variables indirectly. Table 2 will display
the suitability between the research instru-
ment and the measurement concept used.
The results for convergent validity, disc-
riminant validity, and reliability are ob-
tained by testing the outer model (Hair et
al., 2019).

The general guideline for confirming
convergent validity based on AVE indi-
cates that the AVE value should be >0.5
(Ghozali & Latan, 2014). After analyzing
the data presented in Table 2, the findings
of this study reveal an AVE value greater
than >0.5, thus meeting the convergent va-
lidity criteria.

In the context of PLS-SEM, reliabi-
lity assessment is carried out using two
methods: Cronbach’s Alpha and Compo-
site Reliability. Henseler & Chin (2010)
states that composite reliability is a better
measurement than Cronbach’s Alpha with
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Table 1. Respondent Demographics

Category Number Percentage
Age

18-25 75 28.8 %
26-35 105 20.4 %
41-50 62 23.8%
>51 18 6.9%
Gender

Male 112 43.1 %
Female 148 56.9 %
Last Education

Senior high school 113 15.4 %
Diploma 107 41.2 %
Bachelor’s degree 40 43.5 %
Position

Owner 194 74.6 %
Manager 66 25.4 %
Length of business (Years)

<2 53 20.4 %
3-5 133 51.2 %
6-10 55 21.2 %
>10 19 7.3%

Source: Data Processed (2024)

Table 2. Convergent Validity

Variable Indicator Loading AVE Standard
Factor Deviation
Business Per- BP 1 My enterprise is usually satisfied 0.786 0.582 0.744
formance with the profit margin
BP 2 My company is usually satis- 0.756 0.784
fied with the increase in the number
of employees
BP 3 Respect for the environment and 0.786 0.736
sustainable development
BP 4 The quality of service offered to 0.734 0.759
customers is satisfactory
BP 5 The variety of service offered to  0.751 0.803
the customers is satisfactory
Entrepreneur- EO 1 My company emphasizes 0.808 0.694 0.720

ial Orientation

research and development (R&D),
technological change and innovation
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EO 2 My company is introducing sev-
eral new product lines or services
EO 3 My company takes actions that
competitors replicate
EO 4 My company adopts a very
competitive position to reduce compe-
tition
EO 5 I believe that because of the
nature of the business environment,
far-reaching actions are necessary to
achieve my company’s goals
Market Orien- MO 1 Our organization is better than
tation competitors in knowing the wants and
needs of customers
MO 3 Information about customers
is used in our organization to make
technological improvements
MO 5 Employees in the sales and/or
marketing department of our organi-
zation spend much time exchanging
information on strategies of competi-
tors
MO 6 We react quickly to competitors
"actions
Organization- OC 1 Leaders make decisions and
al Culture consider options in terms of how to
act, options for work behaviours are
minimal
OC 2 A model leader is a coordina-
tor and organizer who is efficiency-
oriented
OC 3 It is centered around results,
profit and task implementation
OC 41 can quickly recall the symbol
or logo of this restaurant
OC 5 Leaders are hard drivers, ruth-
less, and demanding. They encourage
the staff to aggressive competition
Technology TO 2 Advanced technologies and
Orientation methods are used to develop new
products in our firm
TO 3 We intend to develop new tech-
nologies in order to respond to the
changing expectations of our custom-
ers
TO 4 We have better technological
knowledge than our competitor

0.836

0.877

0.817

0.825

0.796

0.786

0.788

0.769

0.820

0.825

0.805

0.818

0.802

0.845

0.845

0.804

0.616

0.663

0.691

0.756

0.715

0.730

0.715

0.810

0.738

0.820

0.844

0.779

0.732

0.756

0.743

0.757

0.731

0.761

0.768

Source: Data Processed (2024)
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Table 3. Composite Reliability and Cronbach’s Alpha Testing

Cronbach’s Alpha Composite Reliability Conclusion

Variable

Business Performance 0.821
Entrepreneurial Orientation 0.889
Market Orientation 0.793
Organizational Culture 0.873
Technology Orientation 0.777

0.874 Reliable
0.919 Reliable
0.865 Reliable
0.908 Reliable
0.870 Reliable

Source: Data Processed (2024)

each construct >0.6. According to the data
in Table 3, all tested variables have met the
criteria for Cronbach’s Alpha and Compo-
site Reliability > 0.6.

The results of the Standardized
Root Mean Square Residual (SRMR) test
in Table 5 indicate that the tested model
meets the criteria with a value below 0.1
(Hu & Bentler, 1999). Based on the SRMR
value, it can be concluded that the model
has a good fit and minimal residuals, in-
dicating that the model’s validity is accep-
table. This gives confidence that the model
used in this study is accurate in describing
the relationship between the variables te-
sted.

Table 4 reveals that each indicator
achieved the highest loading value for its
latent component, which is an essential
requirement for validity. Discriminant

Table 4. Discriminant Validity

validity is also evident as the square root
of each component’s AVE is greater than
the correlation between the components.
In addition, to test for multicollinearity,
the VIF value parameter was used. In this
study, the VIF value obtained was <5.0
(Hair et al., 2020) in accordance with the
standard employed in this study. These re-
sults indicate that multicollinearity is not
a problem, so further research can be con-
ducted without concerns about the signi-
ficant impact of multicollinearity on the
analysis results.

In addition, the R Square test results
in table 5 have met the criteria set by Hair
et al. (2020) which is more than 0.50 in
the moderate category. The R Square va-
lue meeting these criteria indicates that
over 50% of the variability in the depen-
dent variable can be explained by the inde-

Variable Business Entrepreneurial Market Organizational Technology
Performance Orientation Orientation Culture Orientation

Business Perfor- 0.763

mance

Entrepreneurial 0.719 0.833

Orientation

Market Orienta- 0.649 0.684 0.785

tion

Organizational 0.679 0.683 0.773 0.814

Culture

Technology 0.712 0.630 0.556 0.582 0.831

Orientation

Source: Data Processed (2024)
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Table 5. R Square

Variable R Square R Square Adjusted
Business Performance 0.666 0.661
Organizational Culture 0.644 0.641

Source: Data Processed (2024)

Table 6. SRMR

SRMR
Saturated Model .046
Estimated Model .046

Source: Data Processed (2024)

pendent variables in the model. Therefore,
the model demonstrates a moderate level
of prediction, providing evidence that the
selected variables have a significant and
relevant impact on the observed results.
The results of the Standardized
Root Mean Square Residual (SRMR) test
in Table 6 indicate that the tested model
meets the criteria with a value below 0.1
(Hu & Bentler, 1999). Based on the SRMR
value, it can be concluded that the model
has a good fit and minimal residuals, so
the validity of the model can be accepted.
This gives confidence that the model used
in this study is accurate in describing the
relationship between the variables tested.

Hypothesis Testing

Tables 7 and 8 below will present the
results of hypothesis testing based on path
coefficients and p-values. The results of
the hypothesis or inner model can be as-
sessed based on T statistics and P values.
The rule of thumb for hypothesis test re-
sults is that the T statistic value must be
>1.96 and the P value must be <0.05 to be
considered significant; this rule applies to
both direct and indirect effects (Henseler
& Chin, 2010).
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The findings reveal a significant cor-
relation between EO variable and BP in
MSMEs (H1). A robust and inventive EO,
signified by a high EQO, correlates with en-
hanced BP among MSMEs. These results
underscore the pivotal role of EO in bol-
stering the BP of MSMESs, emphasizing
the necessity for these enterprises to cul-
tivate a resilient and innovative entrepre-
neurial mindset to enhance their business
outcomes. This assertion is supported by
a study conducted byCuevas-Vargas et
al. (2019); Perera et al. (2019); Ali et al.
(2020); Khedhaouria et al. (2020); Ara-
beche et al. (2022) which also emphasize
the significant impact of EO on the BP of
MSMEs. Given the paramount importan-
ce of BP for Owners/CEQOs/Managers of
MSMEs, a lack of precise comprehension
and information regarding entrepreneurial
facets significantly impairs MSMEs’ per-
formance.

The data test results indicate that EO
has a positive effect on OC (H2). This as-
sertion is supported by studies conducted
by Kartika et al. (2017); Khedhaouria et
al. (2020); Arabeche et al. (2022) MSMEs
with strong EO and OC tend to have the
ability to adapt to market changes, enhan-
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Table 7. Direct Relationship Between Variables

Hypothesis Original Sample Standard T Statis- P Values Decision
Sample Mean  Deviation tics (O/
(O) ™) (STDV) STDEYV)

Entrepreneurial Orienta-  0.292 0.287 .057 5.074 0.000 Supported
tion -> Business Perfor-
mance
Entrepreneurial Orienta-  0.289 0.280 0.058 4.985 0.000 Supported
tion -> Organizational
Culture

Market Orientation -> 0.100 0.102 0.074 1.356 0.175 Not Sup-
Business Performance ported
Market Orientation -> 0.575 0.583 0.060 9.630 0.000 Supported
Organizational Culture
Organizational Culture -> 0.193 0.197 0.078 2.487 0.013 Supported
Business Performance
Technology Orientation  0.360 0.360 0.058 6.184 0.000 Supported
-> Business Performance

Source: Data Processed (2024)

Table 8. Indirect Relationship Between Variable

Hypothesis T Statistics P Values Decision
Entrepreneurial Orientation -> Organizational Culture 0.514 0.608 Supported
-> Business Performance

Market Orientation -> Organizational Culture -> Busi- 0.545 0.586 Supported

ness Performance

Source: Data Processed (2024)

ce product and service innovation, and
improve service quality. Therefore, deve-
loping strong EO and OC becomes an ef-
fective strategy to improve MSME perfor-
mance and enhance competitiveness in a
competitive market.

Referring to previous research Kur-
niawan et al. (2021) and Nilasari et al.
(2021) it was found that MO and BP did
not result in a significant relationship
(H3). While MO is frequently regarded as
a critical element for improving BP, the fin-
dings suggest that its influence may not be
as potent as anticipated, particularly wit-
hin the context of MSMEs. Numerous ot-
her factors could exert a more substantial
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impact on the BP of MSMEs, including
operational adaptability, product innova-
tion, and managerial effectiveness (Kur-
niawan et al., 2021).The dynamic market
conditions and resource constraints often
faced by MSMEs may also reduce the ef-
fectiveness of MO in improving BP. These
results contradict previous research (Sahi-
bzada Jawad et al., 2020; Abdulrab et al.,
2021; Borodako et al., 2022) that stated
MO has a positive impact on BP.

The relationship between MO and
OC (H4) shows a positive and significant
influence. This assertion is supported
by studies conducted by Borodako et al.
(2022);Margaretha & Soelaiman (2022).
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A strong alignment of MO with OC enab-
les MSMEs to gain deeper insights into
their markets, encourage the creation of
products and services tailored to market
demands, and establish enduring value
propositions for both customers and stake-
holders.

The research findings reveal that
MSMEs with high levels of TO tend to
demonstrate better BP (H5) compared to
those with low TO. This assertion is sup-
ported by a study conducted by Masa’deh
et al. (2018); Alfulailah & Soehari (2020);
Abdulrab et al. (2021); Ramirez-Solis et
al. (2022). This is due to the ability of
technology to improve operational effi-
ciency, expand market reach, and enhan-
ce product and service quality. Thus, TO
plays a crucial role in driving superior BP
in the MSME sector.

Based on the data analysis, the rela-
tionship between the variables OC and BP
resulted in a positive and significant corre-
lation. This result is supported by previous
research (Khedhaouria et al., 2020); (Lita
et al., 2020); (Paais & Pattiruhu, 2020);
(Arabeche et al., 2022) which also indica-
ted that OC positively impacts BP. A po-
sitive OC creates a supportive work envi-
ronment where employees feel valued and
motivated. Motivated and satisfied emplo-
yees tend to work harder, be more creative,
and more efficient, ultimately enhancing
overall business performance.

The mediation relationships in Tab-
le 7 show that the variable EO and BP,
mediated by OC, result in a positive rela-
tionship (H7). This result is supported by
previous research (Arabeche et al., 2022),
which also stated that these variables are
positively correlated. Furthermore, the re-
lationship between MO and BP, mediated
by OC, also shows a positive effect, as sup-
ported by previous research (Borodako et
al., 2022), which confirms this finding. A
supportive OC serves as a facilitator that
strengthens the connection between EO
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and MO with business success. This en-
sures that entrepreneurial principles and
market focus can be seamlessly integrated
into company strategies and daily ope-
rations. As a result, the synergy among
these three elements leads to a significant
improvement in BP within the realm of
MSMEs.

CONCLUSION AND RECOMMENDATION

In terms of direct relationships, this
study accepts five hypotheses: EO on BP,
EO on OC, MO on OC, OC on BP, and
TO on BP. Meanwhile, one hypothesis is
rejected: the relationship between market
orientation and business performance.
Referring to the indirect relationships, all
hypotheses are accepted, including the re-
lationship between entrepreneurial orien-
tation and business performance mediated
by organizational culture, as well as the re-
lationship between market orientation and
business performance mediated by organi-
zational culture.

The practical implementation of
this study provides valuable insights for
MSME owners and managers to enhance
their BP through the adoption of EO, MO,
TO, and OC. Based on the study’s findings,
strategic development has been shown to
significantly contribute to the improve-
ment of MSME BP. The theoretical imple-
mentation of this research highlights the
importance of entrepreneurial and TO in
strengthening BP, emphasizes the role of
OC as a significant mediator, and enhan-
ces the understanding of how the combina-
tion of these three orientations can create
synergy that leads to an overall improve-
ment in business performance. Although
this study makes a significant contributi-
on, there are limitations that should be no-
ted. The sample is limited to MSMEs in
Batam City, so the results may not be fully
generalizable to MSMEs in other regions.
Future research is recommended to ex-
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pand the geographical scope by involving
MSMEs from various areas to obtain a
more comprehensive understanding. Ad-
ditionally, future studies should consider
a longitudinal approach to observe how
entrepreneurial, market, and technology
orientations develop and impact business
performance over the long term.
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