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Abstract

This study investigates the association between Entrepreneurial Motivation and Innovation Capacity in
Entrepreneurial Orientation. Entrepreneurial orientation refers to the rules and practices foundation for entrepreneurial
company choices and activities. Under the COVID-19 pandemic, businesses must embrace entrepreneurialism to
achieve corporate success. This research aims to ascertain the entrepreneurial drive and innovativeness of Indonesian
SMEs. This investigation was conducted in 2021 and included 104 SMEs situated across Indonesia. The quantitative
research approach utilized to address the study topics is descriptive and regression analysis. As a result of this study's
results, it is evident that Entrepreneurial Motivation and Innovation Capacity play a significant role in Entrepreneurial
Orientation. Businesses must promote employee entrepreneurial motivation to boost the company's innovation
capability and ensure that the Entrepreneurial Orientation is crystal apparent.
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Introduction

Small and Medium-Sized Businesses (SMEs) are expected to have a market-renewing and opportunity-capturing
strategy. Pressures and global commercial competition, such as the Covid 19 pandemic, technical advancements,
demographic and societal changes, the ability to innovate, financial support, and entrepreneurship, impact Small and
Medium Enterprises (SMEs). (Ganlin et al. 2021). However, small and medium-sized enterprises continue to find it
challenging to satisfy the expectations of the current business environment. Small and Medium-Sized Businesses with
low-quality human resources, such as a lack of qualified personnel and a lack of business orientation, find it
challenging to develop in the market. Companies with a robust entrepreneurial mindset will innovate more effectively
than other businesses. Entreprencurial Orientation (E.O.) is crucial for economic expansion, innovation, and
employment (Mthanti & Ojah 2017).

Entrepreneurial motivation and entreprencurial orientation are the two most frequently researched performance
variables. Motivation to start a business is easily defined as the drive or purpose for a person to do so. (Murnieks et
al. 2020). Motivation is sometimes divided into two main groups: opportunity motivation, which is connected with
individuals who opt to establish their own enterprises in response to perceived entrepreneurial prospects. Second, the
need motive is related to persons who show enterprises because alternative career opportunities do not exist or are not
satisfactory. (Nguyen et al. 2019). It is crucial to analyze business motivation and orientation: understanding these
motives and behaviors helps to comprehend how they connect to the owner's everyday operations and fit into the
surrounding environment.
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Innovation Capability is the key to strengthening the competitiveness of small and medium-sized enterprises.
Innovation ability is a significant factor in the success of small and medium-sized enterprises (SMEs) in producing
better product processes to fulfil the requirements and desires of customers. (Sok et al. 2013). The capacity of small
and medium-sized enterprises (SMEs) to innovate is one of the most critical factors enabling them to reach a high
degree of competitiveness in the national market. Therefore, the promotion and maintenance of innovation capacities
should be bolstered with the current strategy as a practical guide for SMEs to innovate to strengthen their ability to
generate better goods and boost their performance. (R. J. Lin et al. 2010). The continuation of the innovative nature
of the launch of a new product may be seen as an indication of the success of small and medium-sized enterprises
(SMEs) as assessed by innovation activities.

1.1 Objectives
This study aims to determine the influence of Entrepreneurial Orientation Through Entrepreneurship Motivation and
Innovation Capability in Indonesia SMEs.

2. Literature Review

2.1. Entrepreneurial Orientation

Entrepreneurial orientation is the capacity to recognize and seize untapped market possibilities and the willingness to
take calculated risks in uncertain results, which differentiate entrepreneurially oriented businesses. (Salim 2020). As
a widely established firm-level concept in the entreprencurship literature and a central issue in entrepreneurship
studies, entrepreneurial orientation has received extensive attention in organizational research. (Wales et al. 2013). In
addition, it is seen as a corporate resource that helps businesses to distinguish themselves from rivals. The
entrepreneurial mentality and conduct are crucial when companies uncover new and current information possibilities.

2.2. The relationship between entrepreneurial motivation and entrepreneurial orientation

In the entrepreneurial literature, entreprencurial purpose refers to an individual characteristic of entrepreneurial
motivation. Numerous research has used various terminologies to explore the problem, but with few exceptions, most
phrases pertain to the same concept. In the studies undertaken on the issue of entrepreneurial motivation, a clear
distinction has been made between opportunity motivation and need inspiration. (Murnieks et al. 2020). People create
businesses for several reasons, including the desire to live and identifying exploitative possibilities. Opportunity
motivation is acknowledged to favour entrepreneurs' performance, but there is no statistically significant and robust
signal of the need for stimulation in performance. (Kiruja 2013). When it comes to amassing a personal fortune,
entrepreneurs are likely to be driven by a commercial mindset rather than a necessity. Opportunity-driven individuals
are motivated to pursue success by exploiting economic opportunities, while need-driven individuals are motivated
mainly by the need to survive. Essential to analyzing both business motivation and orientation: understanding both
motives and behaviors helps to comprehend how they connect to the owner's daily operations and fit into the
surrounding environment. (Eijdenberg 2016). The following hypotheses are generated from the empirical analysis of
the relationship between constructs H1: Entrepreneurial motivation has a positive relationship with Entrepreneurial
Orientation

2.3. The relationship between innovation capability and entrepreneurial orientation

Innovation capability is a company's and its stakeholders' ability to continuously convert fresh ideas and information
into new products, processes, and systems. The capacity to effectively manage a new company is simply one part of
an organization's ability to innovate; the ability to synthesize operational paradigms is also included. (Tiirker 2012).
The company's capacity for innovation is defined as the skills and knowledge required to accept, learn, master, and
successfully improve current technologies and develop new ones. Additionally, inventiveness is the capacity to
acquire, create, and use new technologies for design and manufacturing. (Assink 2006). Define innovation-based
capabilities as integrating a company's combined knowledge, skills, and resources to engage in innovation-related
technological endeavours. Innovation and non-technical innovations are a company's and its stakeholders' capacity to
convert fresh ideas and information into new assets continuously, processes, and systems. In addition to the capacity
to effectively manage enterprises, an organization must also be able to synthesize operational paradigms to be
innovative. (Slater et al. 2014). A collection of skills and knowledge is required to properly accept, study, and enhance
existing technology while generating new technologies. Additionally, creativity is the capacity to acquire, develop,
and use new technologies for design and manufacture. (H. F. Lin 2007)
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In today's well-established business practices, the literature has long underlined the significance of an organization's
capacity for innovation. Entrepreneurship is based on a firm or individual's or entrepreneur's degree of innovation and
inventiveness while beginning a business. The previous study has shown the connection between innovative capability
and entrepreneurial orientation. (Lee et al., 2019). The following hypotheses are generated from the empirical analysis
of the relationship between constructs: H2: Innovation capability influences the Entrepreneurial Orientation

3. Methods

According to Sekaran and Bougie (2016), A research design is a data collection, measurement, and analysis strategy
derived from the study's research statement. Researchers will have an easier time collecting and analyzing data with
a study design. A researcher uses the research technique to perform or discover systematic answers to particular
research challenges. The quantitative research approach used in this study is described as "quantitative." The
quantitative research method is a technique for collecting numerical data using structured questions. (Sekaran &
Bougie 2016). The researchers then utilize the knowledge from this data to make judgments or solve issues. This
study employs an associative approach to research. An associative study establishes the association between two or
more variables, describing the influence of variable X on variable Y.Y (Sekaran & Bougie 2016). This study design
includes data gathering approaches using questionnaires. The data will be derived from quantitative sources of primary
data. In general, this research aims to explain phenomena in the form of variable connections. Figure 1 depicts the
factors Entrepreneurial Orientation (Y), Entrepreneurial Motivation (X1), and Innovation Capability (X2).

This study uses five dimensions for Entrepreneurial Orientation based on (Lumpkin & Dess 1996). innovativeness,
risktaking, proactiveness, competitive aggressiveness, and Autonomy. Seven indicators are used for the
Entrepreneurial motivation variable (Eijdenberg 2016). Meanwhile, the Innovation Capability variable uses two
dimensions based on Taherparvar et al. 2014 namely innovation speed and innovation quality

4. Data Collection

In this study, the researchers used data collection techniques using questionnaires through electronic questionnaires
or g forms. According to (Sekaran & Bougie 2016), A questionnaire is a set of previously established written questions
in which respondents record their responses, often in the form of clearly defined options. For a high response rate,
questionnaires were disseminated utilizing a questionnaire. From June to August 2021, 104 SMEs were given
questionnaires. The regression approach is used to analyze the data using SPSS 26.

5. Results and Discussion

Simple regression analysis evolved into regression analysis. Multiple independent variables are utilized to explain the
variation of the dependent variable in the multiple regression test. Using SPSS version 26.0 statistical analysis
software, Table 1 displays the results of the regression test:

R2 has a value of 0.631%, according to the SPSS result. Thus, it can be stated that Entrepreneurial motivation and
Innovation Capability account for 63.1% of the variance in the variable Entrepreneurial Orientation. Other factors
explain the remaining 36.9%. The following are the t-test results: t count 1 0f 1,953 demonstrates that entrepreneurial
motivation has a favourable and substantial influence on entrepreneurial orientation. The acquired findings from the
analysis are sig 0.000 0.05. Thus, the research findings reveal a marginally significant relationship between
Entrepreneurial motivation and Entrepreneurial Orientation.

t count2 0f 2,842. The research findings reveal that the Innovation Capability variable substantially positively influences
the Entrepreneurial Orientation variable; sig 0.000 > 0.05. The research findings indicate a marginally significant
relationship between the Innovation Capability and Entrepreneurial Orientation variables.

The theoretical implications are based on the findings of prior investigations from a different source. The author used
this study as a reference while doing this research. These are the theoretical consequences of this study: It is shown
that the Entrepreneurial motive variable (X1) has a substantial influence on the Entrepreneurial Orientation variable
(Y), and this result is comparable to the findings of prior research examined by the authors. (Eijdenberg 2016). In this
research, there is a substantial relationship between entrepreneurial motivation and the variable of entrepreneurial
orientation. Moreover, it is shown that the Innovation Capability variable (X2) considerably influences the
Entrepreneurial Orientation variable (Y) and is comparable to the findings of prior research by (Lee et al. 2019).
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5.1 Numerical Results (11 font)
Table 1. Regression analysis test

Variable Sig t count Regression coefficient Remark
XltoY 0,000 1,953 0,354 Significant
X2toY 0,000 2,842 0,584 Significant

Constanta = 23, 851
Adjusted R*= 0,631
F count = 13,458
Sig = 0,000

5.2 Graphical Results

Entrepreneurial Motivation
X1)

Entrepreneurial Orientation

W

Innovation Capability
(X2)

Figure 1. Research Framework

5.3 Proposed Improvements

Based on a summary of the respondents' replies and the data processing findings in this research, several concerns
demand attention. The indicator was the questionnaire item with the highest average value for the Entrepreneurial
Motivation variable (X1). Entrepreneurship motivation has a considerable beneficial influence on opportunity
motivation and entrepreneurial orientation, such that persons who see opportunities likely to have a greater level of
essential personal wealth growth. In general, the entrepreneurial motive may not be applicable in the informal sector
since dire economic circumstances produce other motivations for establishing a firm, such as societal pressure.
Therefore, the entrepreneurial drive must be reassessed and understood more deeply; other variables must be
investigated. This research indicates that regulators should concentrate on innovativeness and competitiveness that
enhance entrepreneurial orientation. The design of entrepreneurship education programs strengthens the link between
innovativeness, competitiveness, and entrepreneurial orientation. In addition, this study has several limitations, such
as using just two variables to predict entrepreneurial inclination; future research may include more variables. This
study employs entreprencurial education as a moderator, but other studies may use it as a mediator, and its analysis
should also include a cross-country comparison.

5.4 Validation

The validity test is a step to test the accuracy level of an instrument in a specific concept (Uma Sekaran & Roger
Bougie 2016 ). By performing a validity test, the researchers can verify that the measurement instrument is indeed
adequate. In this study, the results of the validity test of the instrument for the variables Entrepreneurial motivation
(X1), Innovation Capability (X2), and Entrepreneurial Orientation (Y) show the appropriate level of precision, namely
T count > T wble 0.15. When using the statistical analysis software SPSS version 26.0, the results of the reliability test of
the Entrepreneurial Orientation variable are 0.843; Entrepreneurial motivation is 0.884; Technology Strategy is 0.865
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6. Conclusion

Entrepreneurial motivation has a positive and substantial effect on Entrepreneurial Orientation, according to the
findings of the study and data analysis conducted to determine the relationship between entrepreneurial motivation
and innovation capability and entrepreneurial orientation. It demonstrates that the company's Entrepreneurial
Orientation improves with the level of entrepreneurial enthusiasm. The Innovation Capability has a substantial and
beneficial effect on Entrepreneurial Orientation. It proves that the more the company's Innovation Capability
implementation, the greater its entrepreneurial orientation.

References

Assink, M. , Inhibitors of disruptive innovation capability: A conceptual model. European Journal of Innovation
Management, 9(2), 2006. https://doi.org/10.1108/14601060610663587

Eijdenberg, E. L., Does one size fit all? A look at entrepreneurial motivation and entrepreneurial orientation in the
informal economy of Tanzania. International Journal of Entrepreneurial Behaviour and Research, 22(6), 2016.
. https://doi.org/10.1108/IJEBR-12-2015-0295

Ganlin, P., Qamruzzaman, M. D., Mehta, A. M., Naqvi, F. N., & Karim, S., Innovative finance, technological
adaptation and SMEs sustainability: The mediating role of government support during the covid-19 pandemic.
Sustainability (Switzerland), 13(16), 2021 https://doi.org/10.3390/sul3169218

Kiruja, E., Effect of Motivation on Employee Performance In Public Middle-Level Technical Training Institutions
In Kenya. Managementjournal.Info, 2(4), 2013.

Lee, H., Ahmed, U., Zhussupova, B., & Khalid, N., Impact of innovation capability and competitiveness on
entrepreneurial orientation regarding the entrepreneurial education in business performance among South
Korean firms. Polish Journal of Management Studies, 20(2), 2019. https://doi.org/10.17512/pjms.2019.20.2.30

Lin, H. F,, Knowledge sharing and firm innovation capability: An empirical study. Infernational Journal of
Manpower, 28(3—4), 2007. https://doi.org/10.1108/01437720710755272

Lin, R. J., Chen, R. H., & Chiu, K. K. S. (2010). Customer relationship management and innovation capability: An
empirical study. Industrial Management and Data Systems, 110(1).
https://doi.org/10.1108/02635571011008434

Lumpkin, G. T., & Dess, G. G., Clarifying the entreprencurial orientation construct and linking it to performance.
Academy of Management Review, 21(1) , 1996. https://doi.org/10.5465/AMR.1996.9602161568

Mthanti, T., & Ojah, K., Entrepreneurial orientation (E.O.): Measurement and policy implications of entrepreneurship
at the macroeconomic level. Research Policy, 46(4), 2017. https://doi.org/10.1016/j.respol.2017.01.012

Murnieks, C. Y., Klotz, A. C., & Shepherd, D. A., Entrepreneurial motivation: A review of the literature and a plan
for future research. In Journal of Organizational Behavior (Vol. 41, Issue 2), 2020.
https://doi.org/10.1002/job.2374

Nguyen, T. M., Nham, T. P., Froese, F. J., & Malik, A., Motivation and knowledge sharing: a meta-analysis of main
and moderating effects. Journal of Knowledge Management, 23(5), 2019. https://doi.org/10.1108/JKM-01-
2019-0029

Salim, G. N., The Influence of Entrepreneurship Orientation on Omani SMEs' Performance Alalawi. Jouror, 5, 2020.

Sekaran, U., & Bougie, R. J. (2016). Research Methods For Business: A Skill Building Approach Seventh Edition
WileyPLUS Learning Space Card. In Internation Labour Office. https://doi.org/10.13140/RG.2.1.1419.3126

Slater, S. F., Mohr, J. J., & Sengupta, S., Radical product innovation capability: Literature review, synthesis, and
illustrative research propositions. Journal of Product Innovation Management, 31(3), 2014.
https://doi.org/10.1111/jpim.12113

Sok, P., O'Cass, A., & Sok, K. M., Achieving superior SME performance: Overarching role of marketing, innovation,
and learning capabilities. Australasian Marketing Journal, 21(3), 2013.
https://doi.org/10.1016/j.ausm;j.2013.04.001

Tiirker, M. V., A model proposal oriented to measure technological innovation capabilities of business firms —
research on the automotive industry. Procedia - Social and Behavioral Sciences, 41, 2012.
https://doi.org/10.1016/j.sbspro.2012.04.019

Wales, W. J., Gupta, V. K., & Mousa, F. T., Empirical research on entrepreneurial Orientation: An assessment and
suggestions  for  future research. International  Small  Business  Journal, 31(4), 2013.

© IEOM Society International 983



Proceedings of the 5" European International Conference on Industrial Engineering and Operations Management
Rome, Italy, July 26-28, 2022

https://doi.org/10.1177/0266242611418261

Biography

Dicky Hida Syahchari is a faculty member of the Management department's Bina Nusantara Business School
undergraduate program. He is also an SCC in Business Development Management and E-Business Management. He
received his master's degree in the Magister Management Program from Prasetiya Mulya Business School, Prasetiya
Mulya University in Jakarta, Indonesia. He earned his Doctor of Philosophy from Universiti Utara Malaysia's Othman
Yeop Abdullah Graduate School of Business. He has been a lecturer for almost 15 years and has published over 31
Scopus publications. Interest in research and areas of expertise are digital business, innovation management, project
management, and business development

Dr. drh. Diena Dwidienawati, MM, is Currently working as a Faculty Member in Management Program, BINUS
Business School Undergraduate Program, Bina Nusantara University. She completed an undergraduate program in
Veterinary Medicine at Bogor Institute of Agriculture, Indonesia. She pursued her master's degree in Magister
Management Program at BINUS Business School, Bina Nusantara University, Jakarta, Indonesia. She completed her
Doctor of Management at Doctor of Research in Management at BINUS Business School, Bina Nusantara University,
Jakarta, Indonesia. She has experience in the industry in sales, marketing, and general management. She lectures on
management topics (Digital Business Strategy, Strategic Management, Human Resources Management, Business
Analytics, H.R. Analytics, Leaderships, and Business Economics) in BINUS Business School Undergraduate
Program, Bina Nusantara University, Jakarta, Indonesia. She has published more than 20 Scopus publications. Interest
in research and areas of expertise are marketing management, leadership, and strategic management.

Yopy Maulana is a faculty member of the Bina Nusantara Tourism Destination Department in the
Faculty of Digital Communication and Hospitality and Tourism, Bina Nusantara University. He is
also a Deputy in Tourism Destination Program. He received his master's degree in the Magister
Management Program from Sahid University, Jakarta, Indonesia. He has been a lecturer for almost
15 years and has published over 7 Scopus publications. Interest in research and areas of expertise
are Rural Tourism, Adventure Tourism, Event Management, innovation management, and Digital
Media for Tourism)

© IEOM Society International 984



	Introduction
	1.1 Objectives
	2. Literature Review
	3. Methods
	4. Data Collection
	5. Results and Discussion
	5.1 Numerical Results (11 font)
	5.2 Graphical Results
	5.3 Proposed Improvements
	Based on a summary of the respondents' replies and the data processing findings in this research, several concerns demand attention. The indicator was the questionnaire item with the highest average value for the Entrepreneurial Motivation variable (X...
	5.4 Validation
	6. Conclusion
	Entrepreneurial motivation has a positive and substantial effect on Entrepreneurial Orientation, according to the findings of the study and data analysis conducted to determine the relationship between entrepreneurial motivation and innovation capabil...



